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News Release
December 16, 2003

CSA RELEASE PROPOSED UNIFORM SECURITIES LEGISLATION

Calgary - The Canadian Securities Administrators (CSA) released today consultation drafts of legislation that proposes uniform
securities laws.

The consultation drafts are being published as part of the CSA’s Uniform Securities Legislation (USL) Project. The CSA began
this project in March of 2002 with the objective of developing uniform securities legislation within two years.

The consultation drafts consist of a Uniform Securities Act and a Model Securities Administration Act. The Uniform Securities
Act contains the core substantive provisions of securities law. The Model Securities Administration Act contains the procedural
components of securities laws and is a companion to the Uniform Securities Act based on the law of Alberta. Each jurisdiction
will prepare its own administration act based on this model.

“Today’s publication is an achievable, practical and substantial contribution to the ongoing debate on reform of our system of
securities regulation. Uniform securities laws would provide significant benefits to participants in Canada’s capital markets,” said
Stephen Sibold, Chair of the CSA and Chair of the USL Steering Committee.

The draft Uniform Securities Act and Model Securities Administration Act are the CSA’s legislative proposals. They have not
been reviewed or approved by any provincial or territorial government.

The CSA also published a commentary that provides an overview of the draft Uniform Securities Act and Model Securities
Administration Act. The entire package is available on several securities commission websites. Comments on the proposal are
requested by March 16, 2004.

The CSA is a council of the 13 securities regulators of Canada's provinces and territories. It coordinates and harmonizes
regulation for the Canadian capital markets. More information about the CSA is available at www.csa-acvm.ca.

Media relations contacts:

Joni Delaurier Michael Bernard

Alberta Securities Commission British Columbia Securities Commission

403-297-4481 604-899-6524

www.albertasecurities.com 1-800-373-6393 (B.C. & Alberta only)
www.bcsc.bc.ca

Eric Pelletier Barbara Timmins

Ontario Securities Commission Commission des valeurs mobiliéres du Québec

416-595-8913 514-940-2176 (Québec only)

WWW.0SC.gov.on.ca www.cvmg.com
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CANADIAN SECURITIES ADMINISTRATORS
NOTICE AND REQUEST FOR COMMENT 11-404

CONSULTATION DRAFTS OF THE UNIFORM SECURITIES ACT AND
THE MODEL ADMINISTRATION ACT

The Canadian Securities Administrators (the “CSA” or “we”) are publishing for comment drafts of the Uniform Securities Act (the
“USA”) and the Model Administration Act (the “MAA”) (collectively the “Consultation Drafts”) developed under the Uniform
Securities Legislation Project (the “USL Project”). The USA reflects the CSA’s consensus on the fundamental principles of
securities regulation and establishes a common platform on which future regulatory initiatives can be based. The MAA is a
model statute that contains the procedural aspects of securities laws. It is drafted based on current Alberta laws.

We are also publishing a commentary that contains background information on the USL Project, provides an overview of the
Consultation Drafts, and discusses significant variances from the concept proposal that we published in January, 2003, Blueprint
for Uniform Securities Laws for Canada.

Publication of the Consultation Drafts marks a major milestone in the USL Project. The Consultation Drafts are, however,
legislative proposals of the CSA. They have not been approved by any provincial or territorial government.

The USL Project is a harmonization initiative. The Consultation Drafts are based primarily on existing legislative provisions.
However, we have taken advantage of opportunities to streamline and simplify securities laws, and we have also included some
reform proposals that are based on well-advanced and debated reform initiatives. Some of these proposals are:

o The USA is “platform” legislation. It sets out the core, fundamental principles of securities law, but the detailed
requirements that overlay these principles will be contained in rules made under the USA;

. The USA contains legal mechanisms to enable “one stop” regulation for issuers and registrants;

. The requirement to be registered will arise when a person carries on the business of trading or advising in securities;
. Rights of action for misrepresentations in continuous disclosure documents;

o Definitions of “material change” and “material fact” that are based on a reasonable investor standard of materiality;

. Enhanced enforcement powers;

. An expanded and updated front-running prohibition; and

. Common heads of rule-making authority to facilitate the “platform” structure of the USA.

NEXT STEPS

These Consultation Drafts provide a detailed proposal for uniform legislation for Canada. In 2004, we will turn our attention to
making the amendments and additions to our existing body of national and multilateral instruments that will be necessary to
achieve the platform structure that we are proposing.

We will also

. review and respond to comments on the Consultation Drafts;

. prepare draft legislation based on the comments; and

. seek governmental approvals from each province and territory.

We expect to have draft legislation ready for tabling in the legislatures in 2005.
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REQUEST FOR COMMENTS

Interested parties are invited to make written submissions on the Consultation Drafts. We will consider submissions received by
March 16, 2004. Please address your submissions to the USL Steering Committee, care of Jane Brindle, Legal Counsel,
Alberta Securities Commission, at

Jane Brindle

Legal Counsel

Alberta Securities Commission
4™ Floor, 300 - 5™ Avenue S.W.
Calgary AB T2P 3C4
jane.brindle@seccom.ab.ca

December 16, 2003.
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UNIFORM SECURITIES LEGISLATION PROJECT

COMMENTARY ON CONSULTATION DRAFTS

December 16, 2003
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L INTRODUCTION

The CSA are pleased to present consultation drafts of a Uniform Securities Act (‘USA”) and Model Administration Act (“MAA”)
(collectively the “Consultation Drafts”). The publication of these Consultation Drafts is an important milestone in the CSA’s
Uniform Securities Legislation (“USL”) Project.

1. Background

The CSA launched the USL Project in the spring of 2002. At that time, debate on reform of Canada’s system of securities
regulation was gaining momentum. The central theme of the debate is that Canadian capital markets need a more streamlined
system of securities regulation with fewer admlnlstratlve hurdles. This debate continues today with the initiatives of the
provincial mlnlsters responsible for securities regulatlon (the “Ministers’ Initiative”) and the work of the federal Wise Persons’
Committee.?

The CSA believe that the USL Project provides an attainable solution to what is widely regarded as a key problem with
Canada’s system of securities regulation - the costs of identifying and reconciling inter-jurisdictional variations in laws, rules and
administrative procedures - without being dependent on the final outcome of the debate.

Despite our decentralized system of securities regulation, the CSA have recognized for many years the need for regulation that
is streamlined and seamless and have worked together to harmonize and co-ordinate our regulatory efforts. Uniform laws are
the next step in this evolution.

The CSA launched the USL Project in the spring of 2002° under the direction of a senior-level committee (the “Steering
Committee”) with the following mandate:

The objective of the USL Project is to develop a uniform act and uniform rules within two years that would be adopted
across Canada. Although the primary focus is to achieve harmonization of legislation, we will take advantage of
opportunities to simplify the system when that can be accommodated within the timeframe.

Following a detailed review of representative Canadian securities legislation, we publlshed in January 2003 a concept proposal
entitled “Blueprint for Uniform Securities Laws for Canada” (the “Concept Proposal’ ) The Concept Proposal sets out the CSA’s
views on how to rationalize the substantive differences identified in current legislation and discussed proposed policy changes.
We received over 80 comment letters and the Steering Committee engaged in extensive consultation with stakeholders. After
carefully considering the comments and stakeholder input, we published a summary of comments and responses to the
comments in July 2003.°

Having considered comments on the Concept Proposal and stakeholder feedback, we began to work on draft legislation. CSA
staff, under the direction of the Steering Committee, worked with an independent legislative drafting consultant with experience
in provincial legislative counsel offices to develop the accompanying Consultation Drafts.

2. The Situation in Québec

Although the CVMQ is an active participant in the USL Project, Quebecs civil law regime and particular legislative drafting
requirements will necessitate adjustments to the USL in this Jurlsdlctlon Moreover, certain modifications to the Consultation
Drafts are also required in order to take into account Québec’s eX|st|ng legislative corpus, notably the recently adopted Act
respecting the Agence nationale d’encadrement du secteur financier.” Accordingly, while the legal texts in Québec will not be
strictly uniform with the USL in other jurisdictions, they will reflect in many instances the same consensus policy decisions that
underlie the Consultation Drafts so that, as a practical result, there will be a largely harmonized set of requirements across the
country.

See discussion paper “Securities Regulation in Canada: An Interprovincial Securities Framework” (June 2003).
See http://www.wise-averties.ca/
See CSA Notice 11-303 The Uniform Securities Legislation Project (March 8, 2002).

See CSA Notice and Request for Comment 11-402 Concept Proposal for Uniform Securities Legislation (January 30, 2003). See pp.
6 ff of the Concept Proposal for a more detailed description of the methodology of our analysis.

See CSA Notice 11-304 Responses to Comments Received on Concept Proposal “Blueprint for Uniform Securities Legislation for
Canada” (July 31, 2003).

See, for example, Parts 8 and 9 of the Uniform Securities Act which deal with civil liability in the primary and secondary markets have
been adapted to the Civil Code of Québec.

Statutes of Québec, 2002, c. 45.
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3. The Situation in British Columbia

The BCSC is an active participant in the USL project but is also working on a parallel project of more fundamental streamlining
and simplification of British Columbia’s legislation. The BCSC expects that, if British Columbia proceeds with that legislation, it
will include harmonized interfaces with the legislation in other provinces (either the USL or the current legislation) to ensure that
market participants are not faced with conflicting regulatory requirements.

4. Status of the Consultation Drafts

The Consultation Drafts are the CSA’s legislative proposal for uniform securities legislation. They have not been reviewed or
approved by any provincial or territorial government, nor have they gone through the processes that typically accompany the
introduction of new legislation such as legislative counsel, government caucus and cabinet review.

Il OVERVIEW OF THE CONSULTATION DRAFTS
1. The Uniform Securities Act

The USA is “platform” legislation, meaning that it contains the core, fundamental principles of securities laws. The detailed
requirements that overlay these fundamental principles will be contained in rules made under the legislation.

Platform legislation is instrumental to achieving both the uniformity and streamlining goals of the USL Project. The USA reflects
the CSA’s consensus on the fundamental principles of securities regulation and establishes a common platform on which future
regulatory initiatives can be based.

The USA will also allow CSA members to be flexible and responsive to regulatory imperatives through the rule-making process,
which is significantly faster than legislative amendment. The example of the so-called “Zimmerman amendments” to the take-
over bid provisions cited in this respect in the Concept Proposal bears repeating here. Though non-controversial, the
Zimmerman amendments took four years to be passed by the legislatures of all applicable jurisdictions.

The USA is also instrumental to streamlining. As the Final Report of the Five Year Review Committee observed, the Ontario
Securities Act “is cluttered with outdated provisions that have been superseded by rules”. The same can be said of most, if not
all of our current statutes.® Moreover, securities legislation has not been updated in several decades in a few jurisdictions. The
USL Project provides a good opportunity for them to modernize as well as harmonize.

The platform approach in the USA has the most significant impact on the continuous disclosure, take-over bid, and prospectus
and registration (including exemption) parts of current legislation. Rules in these areas have already been substantially
developed as concurrent CSA initiatives (e.g., proposed continuous disclosure requirements) will be developed under the USL
Project (e.g., uniform exemption, registration and take-over bid rules).

The overview of the USA in the next part of this Commentary identifies important provisions from our current legislation that are
not contained in the Consultation Drafts but will be replaced by uniform rules.

2. The Model Administration Act

The MAA is model legislation. It contains the procedural provisions of securities laws that would apply to the Alberta Securities
Commission and to market participants in Alberta. The CSA recognize that it would be desirable to have uniform procedural and
substantive provisions, but the former cannot be easily harmonized because they must fit within the laws of the province or
territory from which the SRA derives its authority. The MAA will provide the framework for the administration act that each
jurisdiction will adopt so as to ensure as much uniformity of content as possible. Each jurisdiction’s Administration Act will
contain provisions for the following common elements:

1. The formation, constitution and governance of the SRA and the SRA’s ability to delegate powers, functions and duties
to its staff;
2. Information sharing;
3. Powers and procedures respecting investigations;
4. rITow%ers and procedures for hearings by the SRA and public interest orders that may be made by the SRA after a
earing;

See Five Year Review Committee Final Report: Reviewing the Securities Act (Ontario) (March 21, 2003), at p. 71.
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5. The review of decisions by the SRA and the appeal of decisions of the SRA;
6. The powers for the Lieutenant Governor in council to make regulations; and
7. The procedure for the SRA to make rules.

The overview of the USA in the next part of this Commentary identifies the areas where the MAA and USA should be read
together.

3. Transitional Matters

The Consultation Drafts are silent with respect to transitional provisions. Thoughtful, practical transitional provisions will be
required to ensure a clear, effective transition from current legislation to the USL.

lil. THE UNIFORM SECURITIES ACT
Part 1: Purpose and Interpretation
1. Introduction

Part 1 of the USA contains definitions and interpretive provisions. Part 1 follows the current approach of securities legislation in
that most defined terms apply generally and are located at the front of the USA. There are a few terms that are defined for a
specific purpose. They are discussed in the context of the relevant Part.

Definitions are central to any statute and are particularly important to securities laws since defined terms essentially set the
ambit of activity that is subject to regulation. Uniform definitions will provide greater certainty to market participants and will
eliminate the need for many applications for exemptive relief in inter-jurisdictional transactions. There will be uniform definitions
of fundamental terms such as “control person”, “distribution”, “insider”, “mutual fund”, “non-redeemable investment fund”,

» o«

“officer” and “senior officer”. The definitions of “security”, “trade” and “reporting issuer” differ in minor ways, as explained below.
2. Defined Terms Relating to Derivative Contracts

There are differing approaches to the regulation of trading in derivatives in different provinces. The CSA recognize that it would
be desirable to harmonize the regulation of derivative contracts, but this initiative is beyond the scope of the USL Project. The
USA accommodates the differences in regulation without detracting significantly from uniformity. Specifically:

1. In Ontario and Manitoba exchange-traded derivatives (except equity options) are regulated under commodity futures
legislation rather than securities legislation. The concept of an “exchange-traded derivative” will therefore not be
included in Ontario and Manitoba, and the definition of “security” in these two jurisdictions will not include “exchange-
traded derivatives”.

2. Currently, Ontario regulates over the counter derivatives (“OTC derivatives”) under securities legislation if the product
falls within one of the heads of the definition of “security”. The regulatory structure of OTC derivatives will be
maintained in Ontario by

(a) not including a definition of derivative in the USA, but including a head of rule-making authority enabling the
Commission to define “derivative”; and

»9

(b) not including a “derivative” in the definition of “security”.
3. The definition of “trade” in Ontario will not include entering into a derivative.
3. Definitions of “material fact” and “material change”

The USA defines “material fact” and “material change” based on the reasonable investor materiality standard. For example, a
“material fact’” means, when used in relation to an issuer or its securities, a fact in respect of which there is a substantial
likelihood that a reasonable investor would consider it important in making a decision, including a decision to purchase, hold, sell
or redeem securities of the issuer and a decision to vote.” This is a change from the current definitions of material change and

As a result of the different approach that Ontario is taking with respect to derivatives, there will be parts of the USA that will be drafted
differently for Ontario. For example, the prohibitions against fraud and market manipulation and front-running will be drafted in Ontario
to include specific references to derivatives.

The USA also has a context specific definition of material change for investment funds.
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material fact which are based on a market impact standard of materiality.11 For example, currently a material fact means when
used in relation to securities issued or proposed to be issued, a fact that would reasonably be expected to have a significant
effect on the market price or value of the issuer’s securities.

We are proposing a reasonable investor standard of materiality for three principal reasons:

1. The reasonable investor standard is consistent with the test in the United States and the test that applies in the insider
trading context in the Québec Act;

2. We believe that the reasonable investor standard will be more effective in the enforcement of insider trading; and

3. The reasonable investor standard has already been adopted in a number of contexts in provincial and territorial
securities law and the proposed change provides an opportunity to rationalize materiality standards within Canada."

The reasonable investor standard was not contemplated in the Concept Proposal, but it has been the subject of extensive public
debate and comment in the past. The CSA obtained public comment on similar proposed amendments to these definitions in
199713, and the Five Year Review Committee obtained comments on a consistent proposal, which it ultimately recommended in
its Final Repor‘[.14

4. Definition of “reporting issuer”

The definition of reporting issuer in the USA provides largely uniform tests for when reporting issuer status arises, with two
exceptions:

1. there is a residual ability for jurisdictions to prescribe additional means of becoming a reporting issuer; and

2. the circumstances in which an issuer becomes a reporting issuer by virtue of an exchange listing will be determined by
rule or order. This differs from the Concept Proposal, which contemplated that a stock exchange listing would give rise
to reporting issuer status only if the exchange carries on business in and is recognized in the jurisdiction, subject to a
de minimus test. The CSA considered this matter further and concluded that each jurisdiction should be able to decide
whether to impose reporting issuer status on an issuer as a result of its listing on a particular exchange, whether or not
the exchange carries on business in the jurisdiction.

Part 2: Marketplaces, Self-Regulation and Market Participants
1. Introduction

Part 2 of the USA contains provisions relating to the oversight of self-regulatory organizations (“SROs”) and market participants.
It retains the concept of mandatory recognition for exchanges that carry on business in the jurisdiction and introduces it for
quotation and trade reporting systems. Recognition of other entities like SROs and clearing agencies will not be mandatory, but
the SRA may designate the entity as requiring recognition after giving the entity an opportunity to be heard. Once designated as
requiring recognition, the entity cannot carry on business in the jurisdiction unless it is recognized by the SRA. The SRA will
grant recognition if it would be in the public interest to do so. Ontario’s Securities Administration Act will require clearing
agencies and SROs to be recognized if they are carrying on business in Ontario. In Québec, all SROs will be required to be
recognized if they are carrying on business in Québec, as is the case currently.

The USA continues to give SRAs oversight responsibility for recognized entities. The MAA strengthens the SRAs’ oversight
powers by giving SRAs the ability to order, after a hearing, a person to comply with a recognized entity’s decisions, policies and
similar instruments. The USA also gives recognized entities statutory immunity in connection with functions that have been
delegated to them by the SRAs.

The standard of materiality in the Québec Act in the insider trading context is a reasonable investor standard.

See, for example, National Instrument 51-101 Standards of Disclosure for Oil and Gas Activities, National Instrument 81-102 Mutual
Funds, and OSC Form 41-501F1 Information Required in a Prospectus.

See CSA Notice 53-302 Report of the Canadian Securities Administrators - Proposal for a Statutory Civil Remedy for Investors in the
Secondary Market and Response to the Proposed Change to the Definitions of “Material Fact” and “Material Change” (November 3,
2000).

See Five Year Review Committee Final Report, supra note 8.
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2. Powers of Recognized Entities

Recognized entities are required to regulate their participants. The USA gives recognized entities certain powers to meet this
requirement. For example, the USA provides all recognized entities with the power to regulate a person with respect to the
person’s activities while a participant or an employee, agent or subscriber of a participant. Currently only some jurisdictions
provide recognized entities with this power. The USA also allows the SRA to authorize recognized entities to

1. exercise many of the same powers regarding compelling evidence and conducting hearings as are vested in the court
for the trial of civil actions;

2. apply to court for the appointment of a receiver to oversee the affairs of a participant; and

3. file a copy of a decision or settlement agreement with the court so it can be enforced as though it were a judgment of
the court.

Part 3: Registration

1. Introduction

The adviser and dealer registration requirements are contained in Part 3 of the USA, which maintains the current requirement
for both securities firms and their representatives to be registered. Part 3 will also contain certain key provisions that are
ancillary to the registration regime like provisions regarding the application process, voluntary surrender of registration and
continuing obligations following a suspension or termination of registration. In accordance with the platform nature of the USA,
details regarding the manner of applying for registration, registration categories, the criteria for obtaining registration, ongoing
responsibilities of registrants and renewal, surrender and termination procedures will be contained in a Uniform Rule.

2. The Registration Trigger

The dealer registration requirement in most Canadian jurisdictions is currently triggered whenever a person trades in a security
(the “trade trigger”). This differs from the current dealer registration requirement in Québec, which applies to a person who
carries on business as a dealer (the “business trigger”), and from the “in the business test”’ that determines when a person must
be registered as an adviser in most Canadian jurisdictions.

We indicated in the Concept Proposal that the USA would preserve the trade trigger for the dealer registration requirement. We
also, however, recognized criticisms that the trade trigger is too broad and acknowledged the recommendation of Ontario’s Five
Year Review Committee that the dealer registration requirement be moved to a business trigger. Upon further policy analysis
and consideration of industry feedback, we have included in the USA a business trigger for both adviser and dealer registration.

Moving the dealer registration requirement to a business trigger is consistent with the existing adviser registration requirement
and, as noted above, will harmonize the dealer registration requirement across Canada with the existing provision in Québec (as
well as the regulatory approach to participant registration in foreign jurisdictions like the United States, Australia and the United
Kingdom). A business trigger will also obviate the need for some exemptions to the dealer registration requirement that are
necessary under the current trade trigger.

Part 4: Prospectus Requirements
1. Introduction

Part 4 of the USA sets forth the core prospectus requirement by prohibiting any distribution of securities except pursuant to a
prospectus or an exemption from the prospectus requirement. It also provides the flexibility to accommodate alternative offering
systems that are based on an issuer’s continuous disclosure record, like the “integrated disclosure system” proposed by the
CSAin Jan1léary 2000 and the “continuous market access” system proposed by the British Columbia Securities Commission in
April 2003.

Part 4 maintains the current requirement that a prospectus provide full, true and plain disclosure of all material facts relating to
the securities issued or proposed to be distributed, and includes general provisions relating to the filing of a prospectus and the
issuance of receipts. The rules will contain particulars with respect to the form and content of a prospectus, the specific grounds
on which a prospectus receipt must be refused, the process by which prospectuses are filed and cleared, prospectus

See CSA Notice and Request for Comment 44-401 and 51-401 Concept Proposal for an Integrated Disclosure System (January 28,
2000).

See BC Notice 2003/12 The BC Model — Draft Legislation, Commentary And Guides For A New Way To Regulate (April 15, 2003).
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amendment requirements, delivery obligations and lapse date details. This is consistent with the platform nature of the USA as
well as current regulatory practice, which finds the majority of all prospectus-related requirements in rules'” instead of the
statute.

2. Prospectus Exemptions

Although exemptions from the prospectus requirement are specifically contemplated in Part 4, we do not propose to include
these exemptions in the USA itself. Instead, we will harmonize and consolidate most prospectus exemptions in a Uniform Rule,
while some jurisdictions may also opt to enact local rules to preserve additional exemptions that are considered to be local in
both nature and scope. The Concept Proposal discusses in some detail the various prospectus exemptions proposed to be
carried forward under USL.

Part 5: Continuous Disclosure
1. Introduction

The provisions of Part 5 relating to issuers’ continuous disclosure (“CD”) obligations are limited to a general enabling authority
regarding the kind of disclosure to be required under the rules, coupled with a provision for SRA reviews of an issuer's CD
record.

Details regarding the preparation, filing and release of CD materials will be contained in Uniform Rules. In this regard, the USA
will dovetail with Proposed National Instrument 51-102 Continuous Disclosure Obligations'®, which harmonizes, consolidates
and improves upon current CD requirements applicable to reporting issuers (other than investment funds), and Proposed
National Instrument 81-106 Investment Fund Continuous Disclosure,'® which will apply to all types of investment funds and will
introduce CD obligations that are particular to these issuers.

The Concept Proposal highlights some of the improvements that would be brought about by each of these proposed
instruments, both of which we expect to implement before completing the USL Project.

2. Becoming and Ceasing to be a Reporting Issuer

The definition of “reporting issuer” in the USA will substantially harmonize the tests for determining whether or not an issuer
becomes subject to statutory CD requirements.20 The USA will also enable the securities regulatory authority to designate an
issuer to be a reporting issuer, either on its own motion or on application from an interested person. The rules will permit a
reporting issuer to voluntarily surrender its reporting issuer status.

Part 6: Trade and Related Disclosure
Part 6 brings together the USA provisions relating to insider reporting and the early warning system.
1. Insider Reporting

Division 1 of Part 6 provides generally for the filing of insider reports. The details of an insider’s reporting obligations, including
the time periods for filing, the form and content of an insider report, and the manner of filing, will be set forth in a Uniform Rule.

As noted in the Concept Proposal, existing insider reporting requirements are largely harmonized in Canada, and National
Instrument 55-102 System for Electronic Disclosure by Insiders has introduced uniform forms and filing procedures. These will
be carried forward under USL. The USA will, however, adopt a broader, streamlined approach to the kinds of interests that are
currently reportable by covering any right or obligation to buy or sell securities and also any interest in a related financial
instrument.

See, for example, National Instrument 41-101 Prospectus Disclosure Requirements, National Instrument 44-101 Short Form
Prospectus Distributions, National Instrument 44-102 Shelf Distributions, National Instrument 44-103 Post-Receipt Pricing and
National Instrument 81-101 Mutual Fund Prospectus Disclosure. See also OSC Rule 41-501 General Prospectus Requirements and
the various local instruments in other CSA jurisdictions which permit compliance with the OSC rule in lieu of local requirements with
respect to the form and content of prospectuses.

See CSA Notice and Request for Comment relating to Changes to Proposed National Instrument 51-102 Continuous Disclosure
Obligations (June 20, 2003).

See CSA Notice and Request for Comment relating to Proposed National Instrument 81-106 Investment Fund Continuous Disclosure
(September 20, 2002).

0 See the discussion of the definition of “reporting issuer” in Part 1, above at [4. Definition of “reporting issuer”].

January 2, 2004 18 (2004) 27 OSCB (Supp-1)



Commentary on Consultation Drafts Supplement to the OSC Bulletin

2. Related Financial Instruments / Equity Monetization

The term “related financial instrument”, which is defined in Part 1 of the USA, generally captures derivative-based interests. By
requiring an insider to report an interest in, or right or obligation associated with, a related financial instrument, the USA will
require disclosure to the marketplace of so-called “equity monetization” transactions, regardless of their technical form. These
transactions allow an investor to receive a cash amount similar to proceeds of disposition and to transfer part or all of the
economic risk and/or return associated with securities without actually transferring legal and beneficial ownership. In this
regard, the USL will maintain and adapt Proposed Multilateral Instrument 55-103 Insider Reporting for Certain Derivative
Transactions (Equity Monetization).”'

3. Definition of “Insider”

The USA defines “insider” in a manner that is generally consistent with current securities legislation, but with certain refinements
aimed at Iimiting the insider reporting obligation to “true” insiders and obviating the need for exemptive relief in recurring
circumstances.? These refinements include

1. confining the definition of “senior officer” to an issuer's CEO, CFO or COO or any other officer “whose responsibilities
routinely give the officer access to inside information relating to the issuer”;

2. including in the definition of “insider” only those directors and senior officers of an issuer's subsidiary whose
responsibilities routinely give that person access to inside information relating to the reporting issuer; and

3. excluding from Division 1 a person who is deemed to beneficially own securities merely because they are owned by
one of its affiliates.

The Concept Proposal contemplated a function based approach to determining who the senior officers of an issuer are for the
purposes of insider reporting, based around a definition of “executive officer’. On further consideration, we have decided to
incorporate the function based approach into the definition of “senior officer” yet retain the references to CEO, CFO or COO to
provide the clarity and certainty that issuers require in this context.

The Concept Proposal also stated that a reporting issuer would not be an insider of itself. We initially proposed deleting this
aspect of the definition since, in many cases, an issuer that acquires its own securities will immediately cancel the securities.
We also recognize that this aspect of the definition may create some confusion on the part of market participants, since there
may be a question, for example, as to whether an issuer that acquires its own securities, and then immediately cancels them,
“holds” the securities for the purposes of the definition. However, as a result of our consideration of stakeholder comments and
our own ongoing consideration of this matter, we have decided to retain this aspect of the definition of “insider”. We will
consider any related concerns in a proposed rule relating to exemptions from the insider reporting requirement.

4. Early Warning System

Division 2 of Part 6 establishes the framework of the early warning system. The following particulars, among others, will be
included in a Uniform Rule:

1. the ownership thresholds at which the early warning reporting obligation is initially triggered and beyond which
subsequent reports are required;

2. the time periods for delivery and filing;

3. the content of early warning disclosure;

4. the manner of filing;

5. any moratoriums or other limitations on further acquisitions; and

2 See Notice of Proposed Multilateral Instrument 55-103 Insider Reporting for Certain Derivative Transactions (Equity Monetization)

(November 28, 2003).

See CSA Staff Notice 55-306 Applications for Relief from the Insider Reporting Requirements by Certain Vice-Presidents, which
discusses the phenomenon of “title creep” or “title inflation” and its effect on insider reporting obligations as a result of the current title-
based definition of “senior officer” in most jurisdictions, and National Instrument 55-101 Exemption from Certain Insider Reporting
Requirements, which, among other things, exempts from the insider reporting obligation persons who are insiders of a reporting issuer
only by reason of being directors or senior officers of minor subsidiaries of a reporting issuer or of affiliates of other insiders of the
reporting issuer and who do not have access to undisclosed material information concerning the reporting issuer.

22
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6. appropriate exemptions from or relaxations of the general provisions for offerors under a formal take-over or issuer bid
or for passive institutional investors.?®

5. Control Persons

As noted in our response to comments received on the Concept Proposal,24 we have decided not to impose a general advance
notice requirement on all control person distributions made pursuant to a prospectus exemption. M| 45-102 Resale of Securities
will be amended to make the notice requirements relating to the control person prospectus exemption more meaningful.

Part 7: Take-over and Issuer Bids

Part 7 of the USA contains the basic obligations of an offeror under a take-over bid or an issuer bid to communicate its bid to the
target security holders, to make adequate financing arrangements in the case of a cash bid and to treat target security holders
equally, and of an offeree issuer’s board of directors, to respond to a take-over bid with a recommendation to accept or reject
the bid or a statement that they are not making a recommendation. The take-over and issuer bid requirements will apply to both
direct and indirect offers.

A uniform rule will contain the details with respect to the threshold required to trigger the take-over bid requirements, the form
and content of take-over or issuer bid circulars and related materials, the manner of communicating the bid to target security
holders and to the offeree issuer, the time periods for delivery or filing, the requirements for notices of change or variation, the
filing of a bid circular and related materials, the types of bids that will be exempt from the formal bid requirements, and the
circumstances where parties will be deemed to be acting jointly or in concert with an offeror.

Part 8: Civil Liability — General

Part 8 contains the rights of action that currently exist for primary market purchasers and in connection with insider trading. Part
8 reflects only minor differences from what was contemplated in the Concept Proposal. This draft legislation basically
harmonizes existing provisions. We have not updated it to reflect the more recent thinking that is behind the secondary market
liability provisions in Part 9. Before finalizing the USA, we will examine the possibility of updating Part 8.

There are uniform? rights of action for misrepresentations in a prospectus, an offering memorandum, and take-over and issuer
bid disclosure documents.?® Defences have been added to these heads of liability to parallel those available in the secondary
market context. There are uniform withdrawal rights for purchasers under an offering memorandum that is required to be
delivered under the exemption on which the issuer has relied. Part 8 also contains rights of action against persons who engage
in insider trading, tipping, procuring or front-running.27

Additionally, Part 8 contains rights of action against a dealer or offeror for failure to deliver a prospectus or take-over or issuer
bid disclosure document, and against an issuer for failure to deliver a required offering memorandum. There is a civil remedy
against an issuer or selling security holder who fails to file a prospectus. This last provision provides purchasers under an illegal
distribution with a civil remedy.

Part 9: Secondary Market Civil Liability

Part 9 introduces a secondary market civil liability regime. It is based almost entirely on Ontario’s secondary market civil liability
regime which was passed by the Ontario Legislature (but has not yet been proclaimed).28 % The Ontario regime is in turn based

B National Instrument 62-103 The Early Warning System and Related Take-over Bid and Insider Reporting Issues will form the basis of

a Uniform Rule regarding the early warning system.

2 See CSA Notice 11-304 Responses to Comments Received on Concept Proposal “Blueprint for Uniform Securities Laws for Canada”

(Appendix B, No. 155).

Québec has certain recourses that are in addition to those set out in this Part. For example, Québec’s current securities legislation
also has a recourse for revision of price. Moreover, a recourse for rescission does not preclude a recourse in damages, as is the case
under the USA. In order not to limit recourses already available to Québec investors, the status quo will be maintained in the Québec
version of the USA.

The final USA will also contain appropriate rights of action for purchasers under non-prospectus alternative offering systems to ensure
that no offering is done without liability for misrepresentation.

25

26

z Note that the civil remedies for insider trading and front running have been modified from current legislation so as to correspond to the

proposed prohibitions in Part 12 of the USA.

See Keeping the Promise for a Strong Economy Act (Budget Measures, 2002), c. 22 S.0. 2002, formerly Bill 198, 3" Sess., 37" Leg.,
Ontario, 2002, (Royal Assent given on December 9, 2002) as proposed to be amended by Bill 41, The Right Choices Act (Budget
Measures), 2003. Bill 41 was given first reading in the Ontario Legislature on May 22, 2003. The Ontario Legislature adjourned on

28
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1

on the recommendations of the Allen Committee report,30 the CSA Civil Remedies Commit’[ee,3 and the Five Year Review

Committee.*

Part 10: Inter-Jurisdictional Arrangements and Immunity

Part 10 of the USA contains three types of provisions to enable “one stop” regulation for market participants.

1. Legal Delegation

The first set of provisions allows an SRA to delegate any of its powers, functions and duties to another SRA in Canada and to
accept a delegation from another SRA. The effect of legal delegation is that one SRA could make discretionary decisions on
behalf of all other SRAs. The USL proposals enable legal delegation but do not mandate it. The decision to delegate will rest
with each SRA and its overseeing government; they will decide which powers, functions and duties they will delegate and to
which SRA(s).

2. Mutual Recognition

Part 10 also includes provisions that achieve “one stop” regulation based on acceptance of the securities laws of another
jurisdiction, or what we would loosely term a “mutual recognition” approach. These provisions allow the SRA

1. to adopt or incorporate the securities laws of another SRA or a foreign regulator;

2. to accept compliance with the laws of another SRA rather than requiring compliance with provisions of local securities
laws; or

3. to deem that compliance with the laws of another SRA constitutes compliance with local securities laws.

3. Adoption of Another SRA’s Decision

Part 10 includes a provision that allows an SRA to adopt a decision made by another SRA. This provision is intended to permit
case-by-case and after the fact adoptions of individual decisions, for example in an enforcement context.

4. Immunity Provisions

Part 10 also contains immunity provisions that are similar to those in current securities legislation but have been revised to
provide appropriate immunities to SRAs and their employees acting under a delegation. The immunity provisions in the USA
extend immunity to both the SRA and a delegate of the SRA for good faith acts done under local securities laws and under the
laws of another Canadian jurisdiction.

5. “One stop” Regulation

The delegation, mutual recognition and immunity provisions in Part 10 were specifically contemplated in the Concept Proposal
and were recommended by the Five Year Review Committee.®

The USA will also allow SRAs to continue to use exemptions under Part 11 to implement “one-stop” regulation.

June 26, 2003, without having given Bill 41 second reading. The USA includes the Ontario statutory civil liability regime as it was
proposed to be amended by Bill 41.

% The definition of “responsible issuer” in Bill 198 differs from that proposed in the USA. Bill 198 defines “responsible issuer’ to mean a

reporting issuer or any other issuer with a real and substantial connection to Ontario, any securities of which are publicly traded. Part
9 of the USA defines “responsible issuer” to mean a reporting issuer in that particular jurisdiction or any other jurisdiction of Canada.
This departure from Bill 198 wording ensures that security holders in a province where the issuer is not a reporting issuer will have the
same rights as security holders in jurisdictions where the issuer is a reporting issuer. Ontario intends to maintain the Bill 198 definition
of “responsible issuer”. In the OSC’s view, the Bill 198 definition of “responsible issuer” is sufficiently broad to provide a right of action
against an issuer who is not a reporting issuer in the investor’s resident province.

%0 See the Final Report of the TSE Committee on Corporate Disclosure (the “Allen Committee”), Responsible Corporate Disclosure: A

Search for Balance (March 1997).

See CSA Notice 53-302 Proposal for a Statutory Civil Remedy for Investors in the Secondary Market and Response to the Proposed
Change to the Definitions of “Material Fact” and “Material Change” (November 3, 2000).

31

2 See the Five Year Review Committee Final Report, supra note 8 at pp. 129-133.

3 See Five Year Review Committee Final Report, supra note 8 at pp. 40-41.
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The SRAs could use one or more of the provisions that authorize delegation, mutual recognition, adoption of decisions, or
exemptions to eliminate the administrative overlap that results from the current structure of Canadian securities regulation. The
SRAs expect to enter into inter-jurisdictional agreements to document their delegation and mutual recognition arrangements.

6. Reviews and Appeals

The provisions regarding reviews and appeals of delegated decisions are in Part 6 of the MAA. The provisions contemplate a
right to appeal a final decision of an SRA to the appropriate court in both the delegate and delegating jurisdictions. This
structure preserves all possible appeal rights, but it also gives rise to the possibility of having multiple appeals of the same
decision with different outcomes. A single stream of appeal model whereby the appeal specifically lies to the courts in the
delegate jurisdiction would remove the potential for multiple appeals but would also raise complex legal and constitutional
issues.

Part 6 of the MAA also contains the provisions regarding review by the SRA of decisions made by staff. Only the SRA delegate
can review decisions of its staff made under authority delegated by another SRA.

Part 11: Decisions and Rule-Making Authority

Part 11 contains provisions of a general nature that provide the SRAs with the ability to make, revoke and impose terms and
conditions on decisions and to grant exemptions from securities laws.

Part 11 also contains the heads of rule-making authority that apply to the USA.** The heads of authority were drafted with the
intention of harmonizing and consolidating existing rule-making authority. There is also a general head of rule-making authority
that is intended to apply in the event that a rule needs to be made in response to unforeseen market circumstances.

It is highly desirable to have common heads of rule-making authority so as to provide for uniform rules.®® However, the
procedure for making rules will be unique to each jurisdiction. This will ensure transparency and will preserve the appropriate
level of government oversight and accountability in rule-making procedures. Consequently, each jurisdiction will maintain
procedures for rule-making in or under its own Administration Act.

Part 12: Prohibitions, Duties, Offences and Penalties
1. Introduction

Part 12 of the USA contains uniform prohibitions, offences, and defences. Part 12 also contains the penalties that can be
imposed by a court in a quasi-criminal context. Regulatory penalties such as freeze orders, administrative penalties and orders
available to the SRA after a hearing, are set out in Part 6 of the MAA. The investigative powers of the SRA are contained in Part
3 of the MAA. As such, Parts 3 and 6 of the MAA and Part 12 of the USA should be read together.36 The discussion below is
confined to the differences between the Concept Proposal and the proposals in Part 12 of the USA and Part 6 of the MAA.

2. Due Diligence Defence

The USA provides a general due diligence defence that is consistent with the defence available at common law. The general
due diligence defence is in place of the context-specific due diligence defences that exist in current legislation. The general due
diligence defence provides that a person does not contravene securities laws if the person reasonably believed in mistaken facts
which, if true, would not have resulted in the contravention of securities laws and that person exercised all reasonable diligence.
The defence is not available in civil actions under Part 8 or Part 9, which contain more specific due diligence defences.

3. Front-running Prohibition

The front-running prohibitions in current securities acts are limited to trading with knowledge of the investment program of a
mutual fund or a client of a portfolio manager. It became apparent during the drafting of the enforcement provisions that our

3 There are also provisions respecting regulations and rule-making in the MAA. See Part 7. These heads of authority are in the MAA

for one of two reasons: 1) they are subject matters over which only the Lieutenant Governor in Council has regulation-making
authority and the SRA does not have rule-making authority, so it is necessary to put these subject matters in the MAA to preserve the
status quo in each jurisdiction, and 2) they relate to matters contained in the MAA (for example, the conduct and governance of the
SRA,; the practice and procedure for investigations, examinations and inspections under securities laws; and the hearing procedures).

% It is possible, though, that differing provincial legislative conventions may result in variances from the proposed uniform rule-making

heads of authority in some jurisdictions. For example, British Columbia proposes adopting a general rule-making authority provision
like the one in its current legislation. The British Columbia provision would include a general authority to make rules for the purpose of
regulating trading in securities and carrying out the purpose of the Act, together with specific authorities where legally necessary.

3% This structure was contemplated in the Concept Proposal. See the discussion at pp. 7-12 and in Appendix A.
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approach to front-running needs to be updated to reflect the scope of activity that should be prohibited. The USA prohibits
trading, tipping or otherwise taking advantage of material order information, which is defined as information regarding an order
or intended order for the purchase or sale of securities that could reasonably be expected to affect the market price of those
securities. The front-running prohibition is analogous to the insider trading prohibition. Accordingly the maximum fines for front
running parallel those for insider trading. The definitions of “profit made” and “loss avoided” in the context of the fines for front-
running and insider trading will be contained in the USA or rules.

4. Insider Trading Prohibition

Three changes to the insider-trading regime are proposed in Part 12. First, the prohibition on tipping has been expanded to
prohibit a person in a special relationship with a reporting issuer who has knowledge of an undisclosed material fact or change
from encouraging or recommending to another person that that person buy or sell securities of the reporting issuer. % The
rationale for this is that the act of procuring a trade on undisclosed material information is as harmful to market integrity as is
informing someone of undisclosed material information. The prohibition on procuring is based on similar provisions in place in
other jurisdictions such as the UK, Australia and the US.

Second, the insider trading prohibitions have been drafted to cover equity monetization transactions. This is consistent with the
policy objectives behind proposed M| 55- 103.%8

Finally, the definition of “person in a special relationship with a reporting issuer’ has been expanded to contemplate indirect
offering structures. To remove any doubt that the underlying operating company in an indirect offering structure and its
significant shareholders, employees, affiliates and associates fall within the definition of person in a special relationship with a
reporting issuer, the USA provides that a reference to a reporting issuer in the definition of person in a special relationship
includes a reference to a subsidiary of the reporting issuer.

We also note that the Insider Trading Task Force, comprised of representatives from Canada’s SROs and the CSA, recently
released a report that makes numerous recommendations to increase the effectiveness of the current insider trading reglme

We intend to review the USA once the recommendations of the task force have been debated publicly through the comment
process on the Insider Trading Task Force Report and these Consultation Drafts.

Iv. CONCLUSION
The CSA value the input we have received through formal comments and informal consultations, which have contributed

significantly to the development of these Consultation Drafts of the USA and MAA. We look forward to receiving comments on
the drafts to help us improve them further as we move on to the next phase of this important project.

37 Québec also has this prohibition in its current legislation. However, it is broader as there is no need, in most cases, to establish a

“special relationship with a reporting issuer” for this prohibition to apply.

38 Supra note 21.

3 lllegal Insider Trading in Canada: Recommendations on Prevention, Detection and Deterrence (November, 2003). The Task Force is

comprised of representatives from the ASC, BCSC, CVMQ, OSC, the Investment Dealers Association of Canada, the Bourse de
Montréal, and Market Regulation Services Inc.
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UNIFORM SECURITIES ACT

PART 1: PURPOSE AND INTERPRETATION

Purposes of the Act

1.1 The purposes of this Act are

(a)
(b)
Definitions

1.2 1)

to provide protection to investors from unfair, improper or fraudulent practices, and

to foster fair and efficient capital markets and confidence in capital markets.

In this Act

adviser means a person registered or required to be registered under this Act in any of the prescribed adviser
categories;

Canadian financial institution means a bank, loan corporation, trust company, insurance company, treasury
branch, credit union, caisse populaire, the Confédération des caisses populaires et d’économie Desjardins du
Québec or an association governed by the Cooperative Credit Associations Act (Canada) that, under an
enactment of a province or of Canada, is authorized to carry on business in Canada or a Canadian
jurisdiction;

Canadian jurisdiction means a province or territory of Canada;

clearing agency means a person that

(a) acts as an intermediary in paying funds or delivering securities, or both, with respect to trades and
other transactions in securities,

(b) provides centralized facilities for the clearing of trades and other transactions in securities, including
facilities for comparing data respecting the terms of settlement of securities transactions, or

(c) provides centralized facilities as a depository of securities,
but does not include the Canadian Payments Association or its successors;
control person means a person or each person in a combination of persons acting in concert holding

(a) a sufficient number of the voting rights attached to all outstanding voting securities of an issuer to
affect materially the control of the issuer, or

(b) more than 20% of the voting rights attached to all outstanding voting securities of an issuer, unless
there is evidence that the holding does not affect materially the control of the issuer;

court means [insert name of appropriate court], except where otherwise indicated;

dealer means a person registered or required to be registered under this Act in any of the prescribed dealer
categories;

decision means, in relation to a decision of the securities regulatory authority or SRA delegate, a decision,
order, ruling, direction or other requirement made under a power or right conferred by securities laws;

derivative means

(a) a right or obligation to make or take future delivery of
(i) a security,
(ii) a currency,
January 2, 2004 32 (2004) 27 OSCB (Supp-1)



Legislative Proposal for Harmonization of Securities Laws Supplement to the OSC Bulletin

(iii) a mineral, metal or precious stone,

(iv) any other thing or interest if a unit of that thing or interest is naturally or by custom treated
as the equivalent of any other unit,

(v) cash, if the amount of cash is derived from, or by reference to, a variable, including,
(A) a price or quote for anything referred to in subclauses (i) to (iv),
(B) an interest rate,
(C) a currency exchange rate, or
(D) an index or benchmark, or
(b) any instrument or interest that is designated under section 1.7 [Designations], or in accordance with

the rules, to be a derivative,

but does not include a right, obligation, instrument or interest that is designated under section 1.7
[Designations], or in accordance with the rules, not to be a derivative;

Explanatory note: This definition will not appear in the Uniform Securities Act of Ontario. Instead, the following head of rule-
making authority will be included under paragraph 11.3(24.), “defining derivatives for the purpose of securities laws”;

director

(a) means a member of the board of directors of a corporation or an individual who performs similar
functions for a corporation, and

(b) includes, with respect to a person that is not a corporation, an individual who performs functions
similar to those of a director of a corporation;

distribution means
(a) a trade in a security of an issuer that has not been previously issued;

(b) a trade by or on behalf of an issuer in a previously issued security of that issuer that has been
redeemed or purchased by or donated to that issuer;

(c) a trade in a previously issued security of an issuer from the holdings of a control person;

(d) any other trade that is designated under section 1.7 [Designations], or in accordance with the rules,
to be a distribution;

(e) a transaction or series of transactions involving further acquisitions and trades in the course of or
incidental to a distribution described or referred to in clauses (a) to (d);

economic interest means

(a) a right to receive or the opportunity to participate in a reward, benefit or return from a security, or
(b) exposure to a loss or risk of loss in respect to a security;

enactment means an Act or regulation or any provision of an Act or regulation;

equity security means any security of an issuer that carries a residual right to participate in the earnings of
the issuer and, on the liquidation or winding up of the issuer, in its assets;

exchange-traded derivative means a derivative that is traded on an exchange that is designated under
section 1.7 [Designations], or in accordance with the rules, for the purpose of this definition;

Explanatory note: This definition will not appear in the Uniform Securities Act of Ontario and Manitoba.
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expert means a person whose business or profession gives authority to a statement made by the person in
their professional capacity, including, without limitation, an accountant, actuary, appraiser, auditor, engineer,
financial analyst, geologist or lawyer;

extra-provincial securities laws means

(a) a Uniform Securities Act and Securities Administration Act and rules and regulations enacted under
them in another Canadian jurisdiction;

(b) decisions of an extra-provincial SRA or its delegate as they affect the person in respect of whom they
are made or to whom they apply;

extra-provincial SRA means a securities regulatory authority in another Canadian jurisdiction;

file means file with the securities regulatory authority, unless otherwise indicated;

foreign jurisdiction means a country or a political subdivision of a country other than Canada;
forward-looking information means disclosure of possible events, conditions or results of operations that is
based on assumptions about future economic conditions and courses of action, and includes future-oriented
financial information about the prospective results of operations, financial position or cash flows, presented
either as a forecast or as a projection;

individual means a natural person, but does not include

(a) a partnership, trust, fund or an association, syndicate, organization or other organized group,
whether incorporated or not;

(b) a natural person in that person’s capacity as a trustee, executor, administrator or personal or other
legal representative;

information processor has a prescribed meaning;
inside information means a material fact or material change that has not been generally disclosed;
insider means, in relation to a reporting issuer,

(a) the reporting issuer itself if it has purchased, redeemed, or otherwise acquired any securities of its
own issue, for so long as it continues to hold those securities;

(b) a director or senior officer of the reporting issuer;
(c) a subsidiary of the reporting issuer;
(d) a director or senior officer of a subsidiary of the reporting issuer whose responsibilities routinely give

the director or senior officer access to inside information relating to the reporting issuer;

(e) a person that has
0] direct or indirect beneficial ownership of,
(ii) control or direction over, or
(iii) a combination of direct or indirect beneficial ownership of, and control or direction over,

securities of the reporting issuer carrying more than 10% of the voting rights attached to all the
reporting issuer’s outstanding voting securities, excluding, for the purpose of the calculation of the
percentage held, any securities held by the person as underwriter in the course of a distribution;

(f) a director or senior officer of a person referred to in clause (e);

investment fund means a mutual fund or a non-redeemable investment fund;
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investment fund manager means a person that directs the business, operations and affairs of an investment
fund;

investor-relations activities means any activities or communications, by or on behalf of an issuer or a
security holder of the issuer, that promote or could reasonably be expected to promote the purchase or sale of
securities of the issuer, but does not include

(a) the dissemination of records in the ordinary course of business of the issuer
0] to promote the sale of products or services of the issuer, or
(ii) to raise public awareness of the issuer

that cannot reasonably be considered to promote the purchase or sale of securities of the issuer, or

(b) activities or communications necessary to comply with
0] securities laws, or the securities legislation of any foreign jurisdiction governing the issuer,
or
(ii) the requirements of an exchange or marketplace on which the issuer’s securities trade;

issuer means a person who

(a) has a security outstanding,
(b) is issuing a security, or
(c) proposes to issue a security;

issuer bid means an offer to acquire securities of an issuer made by the issuer to a person in [insert name of
local jurisdiction], or to a security holder whose address is in [insert name of local jurisdiction], and also
includes a redemption of securities held by any of those persons, but does not include an offer to acquire or a
redemption of debt securities that are not convertible into securities other than debt securities;

market participant means

(a) a registrant;

(b) a director, officer or partner of a registrant;

(c) a person exempt from registration under section 11.2 [Exemption from securities laws];
(d) a reporting issuer;

(e) a director, officer or promoter of a reporting issuer;

(f) a control person;

(9) a manager or custodian of assets, shares or units of an investment fund;
(h) a recognized entity;

(i) a clearing agency;

() a person exempt from recognition;

(k) a marketplace;

() an information processor;

(m) a transfer agent or registrar for securities of a reporting issuer;
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(n)

(0)
(p)
(@)
)

(s)

a compensation or contingency fund or any similar fund formed to compensate customers of dealers
or advisers registered under securities laws;

the general partner of a market participant;
a person providing record keeping services to a registrant;
a commodity futures exchange recognized or registered under an enactment;

a person exempt from recognition or registration as a commodity futures exchange under an
enactment;

any other person that is designated under section 1.7 [Designations], or in accordance with the rules,
to be a market participant;

marketplace has a prescribed meaning;

material change

(a)

(b)

if used in relation to an issuer other than an investment fund, means

(i) a change in the business, operations, capital, assets, ownership or affairs of the issuer in
respect of which there is a substantial likelihood that a reasonable investor would consider it
important in determining whether to purchase, hold or sell securities of the issuer, or

(i) a decision to implement a change referred to in subclause (i) made by

(A) senior management of the issuer who believe that confirmation of the decision by
the directors is probable, or

(B) the directors of the issuer, and

if used in relation to an issuer that is an investment fund, means

0] a change in the business, operations or affairs of the issuer in respect of which there is a
substantial likelihood that a reasonable investor would consider it important in determining
whether to purchase, hold, sell or redeem securities of the issuer, or

(ii) a decision to implement a change referred to in subclause (i) made by
(A) senior management of the issuer or by senior management of the investment fund

manager who believe that confirmation of the decision by the directors or trustees

of the issuer or the directors of the investment fund manager is probable, or

(B) the directors or trustees of the issuer or the directors of the investment fund
manager;

material fact means, when used in relation to an issuer or its securities, a fact in respect of which there is a
substantial likelihood that a reasonable investor would consider it important in making a decision, including a
decision to purchase, hold, sell or redeem securities of the issuer and a decision to vote;

material order information means information regarding an order or intended order for the purchase or sale
of securities that could reasonably be expected to affect the market price of those securities;

misrepresentation means

(a)
(b)
(c)

an untrue statement of a material fact,
an omission to state a material fact that is required to be stated by this Act, or

an omission to state a material fact that needs to be stated so that a statement is not false or
misleading in light of the circumstances in which it is made;

January 2, 2004

36 (2004) 27 OSCB (Supp-1)



Legislative Proposal for Harmonization of Securities Laws Supplement to the OSC Bulletin

mutual fund means
(a) any issuer
0] where contributions of security holders are pooled for investment,
(ii) where security holders do not have day-to-day control over the management and

investment decisions of the issuer, whether or not they have the right to be consulted or to
give directions, and

(iii) whose securities entitle the security holder to receive on demand, or within a specified
period after demand, an amount computed by reference to the value of a proportionate
interest in the whole or in part of the net assets of the issuer, or

(b) an issuer that is designated under section 1.7 [Designations], or in accordance with the rules, to be a
mutual fund,

but does not include an issuer that is designated under section 1.7 [Designations], or in accordance with the
rules, not to be a mutual fund;

non-redeemable investment fund means

(a) any issuer
0] where contributions of security holders are pooled for investment,
(ii) where security holders do not have day-to-day control over the management and

investment decisions of the issuer, whether or not they have the right to be consulted or to
give directions, and

(iii) whose securities do not entitle the security holder to receive on demand, or within a
specified period after demand, an amount computed by reference to the value of a
proportionate interest in the whole or in part of the net assets of the issuer, or

(b) an issuer that is designated under section 1.7 [Designations], or in accordance with the rules, to be a
non-redeemable investment fund,

but does not include an issuer that is designated under section 1.7 [Designations], or in accordance with the
rules, not to be a non-redeemable investment fund;

offer to acquire includes

(a) an offer to purchase securities or a solicitation of an offer to sell securities,
(b) an acceptance of an offer to sell securities, whether or not the offer has been solicited, or
(c) any combination of one or more of them,

and the person accepting an offer to sell is deemed to be making an offer to acquire to the person that made
the offer to sell;

offering memorandum means

(a) an offering memorandum in a specified form, or

(b) any other document describing the business and affairs of an issuer that has been prepared primarily
for delivery to and review by a prospective purchaser to assist the prospective purchaser to make an
investment decision about securities being sold in a distribution for which a prospectus would be
required but for the availability of an exemption under securities laws;

offeror means a person that makes a take-over bid, an issuer bid or an offer to acquire;

officer, with respect to an issuer or registrant,
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(@)

(b)

means the chair, vice-chair, chief executive officer, chief operating officer, chief financial officer,
president, vice-president, secretary, assistant secretary, treasurer, assistant treasurer and general
manager, and

includes

(i) any other individual appointed as an officer of the corporation or who performs functions for
the corporation similar to those of an officer described in clause (a);

(i) with respect to a person that is not a corporation, an individual who performs functions
similar to those of an officer described in clause (a);

participant includes a member;

person includes

(a)
(b)
(c)

(d)

an individual,
a corporation,

a partnership, trust, fund and an association, syndicate, organization or other organized group of
persons, whether incorporated or not, and

a natural or other person in that person’s capacity as a trustee, executor, administrator or personal or
other legal representative;

prescribed means prescribed in the rules;

promoter means a person who,

(a)

(b)

acting alone or in concert with one or more persons, directly or indirectly takes the initiative in
founding, organizing or substantially reorganizing the business of the issuer, or

in connection with the founding, organizing or substantially reorganizing the business of an issuer,
directly or indirectly receives in consideration of services or property, or both services and property,
10% or more of any class of securities of the issuer or of the proceeds from the sale of any class of
securities of the issuer, but does not include a person that receives securities or proceeds solely

0] as an underwriting commission, or

(ii) in consideration of property transferred to the issuer

if the person does not otherwise take part in founding, organizing or substantially reorganizing the
business of the issuer;

prospectus includes an amendment to a prospectus;

recognized entity means a person recognized by the securities regulatory authority under Part 2
[Marketplaces, Self-Regulation and Market Participants];

record includes

(a)

(b)
(c)

(d)

information, documents, transmission signals or data, regardless of their physical form or
characteristics, including, without limitation, those in electronic, magnetic or mechanical storage;

any other thing that is capable of being represented or reproduced visually or by sound, or both;

anything in which information, documents, transmission signals or data is stored, including software
and any mechanism or device that produces information or data;

the results of recording the details of electronic data processing systems and programs to illustrate
what the systems are and programs do and how they operate;
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registrant means a person registered or required to be registered under this Act;

regulator means any person authorized under the Securities Administration Act to act as regulator by the
securities regulatory authority;

related financial instrument means
(a) an instrument, agreement or security the value, market price or payment obligations of which are
derived from, referenced to or based on the value, market price or payment obligations of a security

of a reporting issuer, and

(b) any other instrument, agreement or understanding that affects, directly or indirectly, a person’s
economic interest in a security of a reporting issuer;

repeal includes revoke or cancel;
reporting issuer means an issuer
(a) that has filed a prospectus and been issued a receipt for it under this Act,

(b) that has at any time had securities listed on an exchange that is designated for the purpose of this
definition under section 1.7 [Designations],

(c) whose existence continues following the exchange of securities of two or more issuers in connection
with an amalgamation, merger, arrangement, reorganization or similar transaction if one of the
parties to the transaction is a reporting issuer,

(d) that is designated under section 1.7 [Designations], or in accordance with the rules, to be a reporting
issuer, or
(e) that was a reporting issuer on the date this clause came into effect,

unless the issuer is designated under section 1.7 [Designations], or in accordance with the rules, to have
ceased to be a reporting issuer;

representative means a person that is, under section 3.2 [Representatives], required to be registered, or
exempt from registration;

rules means

(a) rules made by the securities regulatory authority under this Act, including
0] extra-provincial securities laws, or
(ii) laws of a foreign jurisdiction,

adopted by rule;
(b) rules made by the securities regulatory authority under the Securities Administration Act;
(c) regulations made by the [Lieutenant Governor] in Council under the Securities Administration Act,

and includes specified forms;

Explanatory note: Clauses (a) and (b) of this definition in the Uniform Securities Act of some jurisdictions will refer to
regulations rather than rules in order to reflect local rule-making practices.

securities laws means
(a) this Act;

(b) the Securities Administration Act;
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(c) the rules;

(d) decisions of the securities regulatory authority or SRA delegate as they affect the person in respect
of whom they are made or to whom they apply;

securities regulatory authority means [insert name of entity established or continued] under the Securities
Administration Act;

Explanatory note : Various provisions of the Uniform Securities Act of Quebec will be modified as necessary to reflect the
roles, powers and functions of the Agencie nationale d’encadrement du secteur financier and the Bureau de décision et de
révision en valeurs mobilieres. These provisions include certain definitions, such as regulator, securities laws, securities
regulatory authority and SRA delegate, as well as certain provisions in Parts 2, 9, 10, 11 and 12.

security includes

(a) an interest, record, instrument, share, unit or writing commonly known as a security,

(b) a record evidencing title to, or an interest in, the capital, assets, property, profits, earnings or royalties
of a person,

(c) an option, subscription or other interest in or to a security,

(d) a bond, debenture, note or other evidence of indebtedness, other than
0] a contract of insurance issued by an insurance corporation, and
(ii) an evidence of deposit issued by a Canadian financial institution or an authorized foreign

bank listed in Schedule Il of the Bank Act (Canada),

(e) an agreement under which the interest of the purchaser is valued, for the purpose of conversion or
surrender, by reference to the value of a proportionate interest in a specified portfolio of assets,

(f) any agreement providing that money received will be repaid or treated as a subscription to shares,
units or interests at the option of the recipient or of any person,

(9) any certificate of share or interest in a trust, estate or association,
(h) a profit sharing agreement or certificate,

(i) a collateral trust certificate,

) an income or annuity contract,

(k) an investment contract,

o an interest in a scholarship or educational plan or trust, and

(m) a derivative,

whether or not any of the above relate to an issuer;

Explanatory note: In Ontario, exchange-traded derivatives will continue to be regulated under the Ontario Commodity
Futures Act while over-the counter (“OTC”) derivatives will be regulated as a security in Ontario only if they fall within one of
the other heads of the definition of security, or if the Ontario Securities Commission introduces a rule to regulate OTC
derivatives. The definition of security in the Uniform Securities Act of Ontario will not include clause (m).

In Manitoba, exchange-traded derivatives will continue to be regulated under the Manitoba Commodity Futures Act while OTC
derivatives will be regulated as securities. Clause (m) of this definition will be worded accordingly in the Uniform Securities
Act of Manitoba.

self-regulatory organization means a person whose objectives are related to or consistent with the purposes
of securities laws and that regulates
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(a) the activities of its participants,
(b) participants of recognized entities, or
(c) participants of a person that is exempt from the requirement to be recognized under Part 2

[Marketplaces, Self-Regulation and Market Participants];

selling security holder means a person that sells or disposes of securities which the person, directly or
indirectly, owns or exercises control or direction over, but does not include a person acting as an underwriter;

senior officer means

(a) an individual performing the functions of the chief executive officer, the chief operating officer or the
chief financial officer for an issuer, and

(b) any other officer of an issuer whose responsibilities routinely give the officer access to inside
information relating to an issuer;

specified form means a prescribed form or a form specified under section 1.8 [Specified forms];

SRA delegate means a person exercising a power, function or duty under authority delegated by the
securities regulatory authority and includes a sub-delegate of that person, but does not include a recognized
entity;

subsidiary means an issuer that is controlled directly or indirectly by another issuer and includes a subsidiary
of that subsidiary;

take-over bid means an offer to acquire outstanding voting securities or equity securities of a class made to a
person in [insert name of local jurisdiction], or to a security holder whose address is in [insert name of local
jurisdiction], if the securities subject to the offer to acquire together with the offeror's securities constitute, in
the aggregate, at least the prescribed percentage of the number of securities of that class that are outstanding
at the date of the offer to acquire;

trade includes

(a) the sale or disposition of a security for valuable consideration, whether the terms of payment are on
margin, instalment or otherwise, but does not include,

0] except as provided in clause (d), a transfer, pledge or encumbrance of securities for the
purpose of giving collateral for a debt made in good faith, or

(i) the purchase of a security;

(b) participation as a trader in any transaction in a security through the facilities of an exchange or a
quotation and trade reporting system;

(c) receipt by a registrant of an order to buy or sell a security;

(d) a transfer, pledge or encumbrancing of securities of an issuer from the holdings of a control person
for the purpose of giving collateral for a debt made in good faith;

(e) entering into a derivative;

() any act, advertisement, solicitation, conduct or negotiation directly or indirectly in furtherance of any
of the activities referred to in clauses (a) to (e);

Explanatory note: The definition of trade in the Uniform Securities Act of Ontario will not include clause (e).

underwriter means, except as otherwise prescribed, a person who

(a) as principal, agrees to purchase a security with a view to a distribution,
(b) as agent, offers for sale or sells a security in connection with a distribution, or
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(c) participates directly or indirectly in a distribution described in clause (a) or (b);
voting security means a security of an issuer that
(a) is not a debt security, and

(b) carries a voting right either under all circumstances or under some circumstances that have occurred
and are continuing.

(2) A reference in this Act to this Act includes the rules, except where the context or this Act indicates otherwise.
Interpretation guidance

1.3 Securities laws must be given the fair, large and liberal interpretation that best ensures the attainment of their
purposes.

Section reference descriptions

1.4 When a section reference is followed by a description of the reference in italicized text in square brackets, the italicized
text
(a) is not part of securities laws, and
(b) is added for convenience of reference only.

Defined words in different grammatical forms

1.5 When defined words or expressions are used in securities laws in a different part of speech or in a different
grammatical form, the words or expressions take a meaning corresponding to their defined meaning.

Amendments, variations and modifications to records

1.6 Unless the context requires otherwise, a reference to a specific record includes a reference to any amendment,
variation or modification made to it that is permitted or required under securities laws.

Designations

1.7 (1) If the securities regulatory authority considers that it is not prejudicial to the public interest, it may designate,
by order,
(a) an issuer to be or to cease to be a reporting issuer;
(b) a trade to be a distribution;
(c) an instrument or interest to be a derivative;
(d) a right, obligation, instrument or interest not to be a derivative;
(e) a person to be a market participant;
(f) an issuer to be or not to be a mutual fund;
(9) an issuer to be or not to be a non-redeemable investment fund;
(h) an exchange for the purpose of the definition of exchange-traded derivative;
(i) an exchange for the purpose of the definition of reporting issuer.
(2) The securities regulatory authority may make an order under subsection (1) on its own initiative or on

application by an interested person.

(3) The securities regulatory authority may, by rule, make any designation referred to in subsection (1)(a) to (i).
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Specified forms

1.8 Subject to any other requirement of securities laws, if securities laws provide that a record must be prepared, filed,
provided or sent in a specified form, the securities regulatory authority may, by order,

(a)
(b)

(c)
(d)

for a record, specify the form, content and other particulars relating to the record,

for different classes of a particular kind of record, specify a different form, content and other particulars
relating to the record,

specify the principles to be applied in the preparation of the record, and

specify the accompanying records to be filed with it.

Explanatory note: Some jurisdictions currently have the power to specify forms by order. This section will allow them to
maintain that power. It is expected that the rule-making procedures contained in or prescribed under the Securities
Administration Act of those jurisdictions that do not currently have this power will continue to require that forms be adopted by

rule.
Affiliate
1.9 For the purpose of securities laws, an issuer is an affiliate of another issuer if
(a) one of them is the subsidiary of the other, or
(b) each of them is controlled by the same person.
Associate
1.10 (1) For the purpose of securities laws, associate means, if used to indicate a relationship with a person,
(a) a partner, other than a limited partner, of the person,
(b) a trust or estate in which the person has a substantial beneficial interest or for which the person
serves as trustee or in a similar capacity,
(c) an issuer in which the person beneficially owns, controls, or has direction over, voting securities
carrying more than 10% of the voting rights attached to all outstanding voting securities of the issuer,
(d) a relative of the individual who has the same home as that individual,
(e) an individual who is married to that person and is not living separate and apart within the meaning of
the Divorce Act (Canada),
() an individual who has the same home as the person and is living with the person in a domestic or
economic relationship, or
(9) a relative of an individual mentioned in clause (e) or (f) who has the same home as the individual.
(2) In this section, relative means a parent, grand-parent, brother, sister, child or grandchild.
Control of an issuer
1.11 For the purpose of securities laws, an issuer is controlled by a person if
(a) that person, directly or indirectly, beneficially owns or exercises control or direction over voting securities of

(b)

the issuer, unless that person holds the voting securities only to secure an obligation, and

the votes carried by those voting securities, if exercised, would entitle their holder to elect a majority of the
directors of the issuer.
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Beneficial ownership of securities

1.12 For the purpose of securities laws, a person beneficially owns securities that are beneficially owned by

(a)
(b)

an issuer controlled by that person, or

an affiliate of that person or of any issuer controlled by that person.

Special relationship with reporting issuer

113 (1)

(2)

For the purpose of section 12.11 [Trading, tipping, and procuring prohibited] and section 8.9 [Liability for
insider trading, tipping, procuring and front running], a person is in a special relationship with a reporting
issuer if the person

(a) is an insider, affiliate or associate of
0] the reporting issuer,
(ii) a person that is making or proposing to make a take-over bid for the securities of the

reporting issuer, or
(iii) a person that is proposing

(A) to become a party to an amalgamation, merger, arrangement reorganization or
similar transaction with the reporting issuer, or

(B) to acquire a substantial portion of the property of the reporting issuer,

(b) is engaging in or is proposing to engage in any business or professional activity with or on behalf of
the reporting issuer or any person described in clause (a)(ii) or (iii),

(c) is a director, officer or employee of the reporting issuer or of any person described in clause (a)(ii) or
(iii) or clause (b),

(d) knows of a material fact or of a material change relating to the reporting issuer, having acquired the
knowledge while in a relationship described in clauses (a) to (c), or

(e) knows of a material fact or of a material change relating to the reporting issuer, having acquired the
knowledge from another person at a time when

(i) that other person was in a special relationship with the reporting issuer, whether under this
clause or any of clauses (a) to (d), and

(ii) the person that acquired knowledge of the material fact or the material change from that
other person knew or reasonably ought to have known of the special relationship referred to
in subclause (i).

In subsection (1), a reference to a reporting issuer includes a reference to a subsidiary of the reporting
issuer.
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PART 2: MARKETPLACES, SELF-REGULATION AND
MARKET PARTICIPANTS

Division 1
Recognized Entities

Recognition required for exchanges and quotation and trade reporting systems

21 No person may carry on business as
(a) an exchange, or
(b) a quotation and trade reporting system,

unless that person is recognized by the securities regulatory authority under this Part.

Designation of other entities requiring recognition

2.2 (1) The securities regulatory authority may, by order, designate, as requiring recognition under this Part, a person
that
(a) is a self-regulatory organization,
(b) is a clearing agency, or
(c) the securities regulatory authority considers to be in the public interest to recognize because the

person performs a function that is related to or consistent with the purposes of securities laws.

(2) A person must not be designated under this section unless the person has been given an opportunity to be
heard.
(3) A person designated under this section may not carry on the business in respect of which the person is

designated unless that person is recognized by the securities regulatory authority.
Application for recognition

23 A person that is required to be recognized under this Part must apply to the securities regulatory authority for
recognition.

Recognition orders

24 On application by

(a) an exchange,
(b) a quotation and trade reporting system, or
(c) a person designated as requiring recognition under this Part,

the securities regulatory authority may, by order, recognize the applicant if the securities regulatory authority is satisfied
it would be in the public interest.

Voluntary surrender of recognition
25 On application by a recognized entity the securities regulatory authority may accept the voluntary surrender of

recognition of the recognized entity if the securities regulatory authority is satisfied that the surrender is not prejudicial
to the public interest.
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Division 2
Authority, Duties and Supervision
of Recognized Entities

Powers of recognized entities

2.6 (1)

(2)

A recognized entity must regulate its participants or the participants of another recognized entity and each of
their employees, agents or subscribers in accordance with the rules, policies and other similar instruments of
the recognized entity, or of the other recognized entity, as amended from time to time.

The authority of a recognized entity to regulate its participants or the participants of another recognized entity
extends to

(a) its former participants or the former participants of the other recognized entity,
(b) former employees, agents or subscribers of its participants and former participants, or
(c) former employees, agents or subscribers of participants or former participants of the other

recognized entity

(d) with respect to the person’s activities while a participant, or employee, agent or subscriber of a
participant or former participant, of the recognized entity or the other recognized entity.

(3) The rules, policies and other similar instruments of a recognized entity must be consistent with securities laws.

(4) A recognized entity may impose on participants it regulates additional requirements that are not inconsistent with

Delegation

2.7 (1)

(2)

)

4)

()

securities laws.

The securities regulatory authority may delegate to a recognized entity any of the powers, functions or duties
the securities regulatory authority has under Part 3 [Registration] or under rules relating to registration or
registrants.

A recognized entity may, with the prior approval of the securities regulatory authority, sub-delegate any of the
powers, functions or duties received by it from the securities regulatory authority under subsection (1).

A decision of a delegate of a recognized entity is a decision of the recognized entity unless the rules, policies
or other instruments of the recognized entity provide otherwise.

The securities regulatory authority may continue to exercise any power, function or duty delegated by it to a
recognized entity.

A decision of a recognized entity in the exercise of any power, function or duty delegated to it by the securities
regulatory authority

(a) may be made subject to terms, conditions, restrictions and limitations, or any of them, and
(b) may be revoked or varied and new terms, conditions, restrictions and limitations may be imposed on
the decision.
Authorizations
2.8 The securities regulatory authority may, by order, authorize a recognized entity to

(a)
(b)

(c)
(d)

exercise authority under section 2.10 [Attendance of witnesses and giving evidence];

make an application under section 2.11(1) [Appointment to manage affairs] for the appointment of a receiver,
receiver-manager, trustee or liquidator;

file a decision of the recognized entity with the court under section 2.16(1) [Filing with the court];

file a settlement agreement with the court under section 2.16(2) [Filing with the court].
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Exempt entities

2.9

The securities regulatory authority may, with respect to a person required to be recognized under section 2.1
[Recognition required for exchanges and quotation and trade reporting systems] or section 2.2 [Designation of other
entities requiring recognition] that is exempt from recognition under the rules or by order of the securities regulatory
authority,

(a) delegate to that person any of the powers, functions and duties described in section 2.7(1) [Delegation], or

(b) authorize that person to exercise any of the powers described in section 2.8 [Authorizations].

Attendance of witnesses and giving evidence

210

If a recognized entity is empowered under its rules, policies or other similar instruments to conduct hearings, and if it is
authorized to do so under section 2.8(a) [Authorizations], the following applies for the purpose of a hearing:

(a) the person conducting the hearing has the same power as is vested in the court for the trial of civil actions
(i) to summon and enforce the attendance of witnesses,
(ii) to compel witnesses to give evidence under oath or otherwise, and
(iii) to compel witnesses to produce records, property and things,
(b) the failure or refusal of a person summoned to attend a hearing, answer questions, or produce records,

property or things that are in the person’s custody or possession, or under their direct or indirect control,
makes that person, on application to the court by the person conducting the hearing, liable to be committed for
contempt by the court,

(c) a person conducting a hearing may take evidence under oath,

(d) a person conducting a hearing or a person authorized by a person conducting a hearing may administer oaths
for the purpose of taking evidence, and

(e) the recognized entity may, on behalf of the person conducting a hearing,
(i) summon and enforce the attendance of witnesses, and
(ii) make applications to the court under clause (b).

Appointment to manage affairs

211

1) If a recognized entity is authorized to do so under section 2.8(b) [Authorizations], the recognized entity may
apply to the court for the appointment of a receiver, receiver-manager, trustee or liquidator for all or part of the
undertaking and affairs of a participant of that recognized entity.

(2) On application, the court may make an appointment if the court is satisfied that the appointment is in the best
interests of

(a) the recognized entity,

(b) the public,

(c) those persons whose property is in the possession or under the control of the participant,
(d) security holders or partners of the participant,

(e) subscribers or clients of the participant, or

() creditors of the participant.
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Collection, use and disclosure of personal information

212 A recognized entity or a person that is exempt from recognition may, with respect to any personal information referred
to, dealt with or governed under sections ____of the [insert name of local personal information protection legislation
(Federal or provincial as applicable)] collect that information, whether directly from the individual, through a registrant or
participant, or by some other method, use and disclose that information for the purpose of

(a)
(b)

the suppression of fraud, market manipulation or unfair trading practices, or
an investigation
(i) of a contravention of rules, policies or other similar instruments of the recognized entity, or

(ii) of fraud, market manipulation or unfair trading practices.

Supervision of recognized entities

213 (1)

()

If it considers it in the public interest, the securities regulatory authority may make any decision with respect to
the following matters

(a) a rule, policy or other similar instrument of a recognized entity;

(b) the procedures, practices, operations and interpretations of a recognized entity;

(c) the manner in which a recognized entity carries on business;

(d) the trading of securities on or through the facilities of the recognized entity;

(e) a security listed or quoted on the recognized entity;

() issuers whose securities are listed or quoted on the recognized entity to ensure that they comply with

securities laws;
(9) a security cleared through the recognized entity.

There is no right of appeal to a court in respect of a decision by the securities regulatory authority under this
section.

Review of recognized entity’s decisions

214 (1)

(2)

)

The persons described in subsection (2) may request and are entitled to a review of

(a) a decision, order, ruling or direction of a recognized entity under rules, policies or other similar
instruments of the recognized entity;

(b) a decision of the recognized entity under a power, function or duty delegated to the recognized entity
by the securities regulatory authority.

The following persons have a right to request a review under subsection (1)

(a) a person directly affected by the decision, order, ruling or direction;
(b) a person who is directly affected by the administration of the decision, order, ruling or direction;
(c) the regulator.

The securities regulatory authority may, on its own initiative, review anything described or referred to in
subsection (1) by giving notice of its intention to do so to

(a) the recognized entity referred to in subsection (1)(a) or (b) who made the decision, order, ruling or
direction, and

(b) any person directly affected by the decision, order, ruling or direction,
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(4)

5

(6)

within 30 days after the date the securities regulatory authority was informed of the decision, order, ruling or
direction.

A person who has a right to request a review under subsection (2) must give notice of its intention to do so to:

(a) the recognized entity referred to in subsection (1)(a) or (b) who made the decision, order, ruling or
direction,
(b) any person directly affected by the decision, order, ruling or direction, if the person who requests a

review is the regulator,

(c) the regulator, if the person who requests a review is the person directly affected by, or by the
administration of, the decision, order, ruling or direction,

within 30 days after the date the person requesting the review was sent notice of the decision, order, ruling or
direction.

The recognized entity is a party to a review of its decision, order, ruling or direction before the securities
regulatory authority.

Section 6.6 [Nature of a review] and section 6.7 [Decision after a review] of the Securities Administration Act
apply to a review by the securities regulatory authority of a decision, order, ruling or direction of a recognized
entity in the same manner as they would apply to a review of an SRA delegate’s decision.

When decisions take effect

215 A decision, order, ruling or direction of a recognized entity takes effect immediately despite a request for a review or
notice by the securities regulatory authority that it intends to conduct a review, unless the person who made the
decision, order, ruling or direction or the securities regulatory authority suspends the decision, order, ruling or direction
pending the review.

Filing with the court

216 (1)

(2)

@)

A recognized entity may file a certified copy of a decision it makes under its rules, policies or other similar
instruments with the court if

(a) the recognized entity is authorized to do so under section 2.8(c) [Authorizations],
(b) the decision was made following a hearing, and
(c) the time for requesting a review of the decision has expired.

A recognized entity may file a certified copy of a settlement agreement between it and a person with the court
if the recogni