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CSA Multilateral Notice and Request for Comment

Proposed Multilateral Instrument 45-111
Self-Certified Investor Prospectus Exemption and
Proposed Companion Policy 45-111
Self-Certified Investor Prospectus Exemption
and
Proposed Consequential Amendments to
National Instrument 45-106 Prospectus Exemptions and
National Instrument 45-102 Resale of Securities
and
Proposed Consequential Changes to
Companion Policy 45-106CP Prospectus Exemptions

September 25, 2025

Introduction
The securities regulatory authorities in Alberta, Manitoba, New Brunswick, Newfoundland and
Labrador, Northwest Territories, Nova Scotia, Nunavut, Ontario, Prince Edward Island,

Saskatchewan, and Yukon (the Participating Jurisdictions or we) are publishing for a 90-day
comment period proposed:

e Multilateral Instrument 45-111 Self-Certified Investor Prospectus Exemption (the
Proposed Instrument); and

e Companion Policy 45-111 Self-Certified Investor Prospectus Exemption (the Proposed
Companion Policy);

proposed related consequential amendments (collectively, the Proposed Amendments) to:

e National Instrument 45-106 Prospectus Exemptions (NI 45-106);
e National Instrument 45-102 Resale of Securities (NI 45-102); and

proposed related consequential changes to:
e Companion Policy 45-106CP Prospectus Exemptions (the Proposed Changes).

The public comment period will end on January 5, 2026.
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The text of the Proposed Instrument, the Proposed Companion Policy, the Proposed Amendments
and the Proposed Changes are contained in Annex A to Annex E of this notice and will also be
available on the following websites of the Participating Jurisdictions:

WWW.asc.ca
www.fcaa.gov.sk.ca
www.fcnb.ca
www.mbsecurities.ca
nssc.novascotia.ca
WWW.0sc.ca.

This is an initiative of only the Participating Jurisdictions. If adopted, the Proposed Instrument
would be available only for distributions of securities in the Participating Jurisdictions. Our
colleagues, the other securities regulatory authorities within the Canadian Securities
Administrators (CSA), have expressed interest in being kept apprised of the comments we receive
and information on the use of the Proposed Instrument and we anticipate sharing that information
with them.

Substance and Purpose

If implemented, the Proposed Instrument would introduce a harmonized prospectus exemption that
could provide a new source of capital for non-investment fund issuers that have their head office
in Canada and increase investment opportunities for investors in the Participating Jurisdictions
who, based on their education or experience, can adequately assess and understand the risk of
investing but who may not meet the criteria for an accredited investor. The Proposed Instrument
aims to promote capital formation by enabling a broader spectrum of investors to participate in
financing opportunities while ensuring appropriate investor protection. If the Proposed Instrument
is adopted, we plan to revoke the following self-certified investor prospectus exemptions:

e Alberta Securities Commission (ASC) Blanket Order 45-538 Self-Certified Investor
Prospectus Exemption (the ASC Blanket Order),

¢ Financial and Consumer Affairs Authority of Saskatchewan (FCAA) General Order 45-
538 Self-Certified Investor Prospectus Exemption (the FCAA General Order),

e Manitoba Securities Commission (MSC) Blanket Order 45-505 Self-Certified Investor
Prospectus Exemption (the MSC Blanket Order), and

e Ontario Instrument 45-510 Self-Certified Investor Prospectus Exemption (Interim Class
Order) (the Ontario Interim Class Order, and together with the ASC Blanket Order, the
FCAA General Order, and the MSC Blanket Order, the Current SCIPE Orders).

The provincial governments of the Participating Jurisdictions are actively working to strengthen,
adapt, and diversify their provincial economies. In our role as securities regulators, we support
these initiatives by ensuring that securities legislation both protects investors and fosters a dynamic
capital market that allows businesses to access the capital they need and provides investment
opportunities to investors. Our aim is to strike the right balance by protecting investors without
imposing unnecessary burdens on growing businesses. To achieve this, we are seeking comment
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on the Proposed Instrument, the Proposed Companion Policy, the Proposed Amendments, and the
Proposed Changes.

We anticipate that investors who qualify as accredited investors under the prospectus exemption
in section 2.3 of NI 45-106 (Accredited Investor Exemption) will continue to invest under that
exemption and this Proposed Instrument will be used by qualified investors who do not meet the
criteria in the Accredited Investor Exemption. To mitigate the risk of loss for an investor under the
Proposed Instrument who meets the criteria for a self-certified investor (Self-Certified Investor)
we have proposed a maximum annual investment limit of $50,000 per investor.

One of the goals of the Proposed Instrument is to allow Self-Certified Investors to invest alongside
accredited investors' and to help facilitate the growth of the angel investor’ ecosystem in the
Participating Jurisdictions. The Proposed Instrument is intended to:

e Expand Access: Provide a prospectus exemption to allow investment by investors that
certify their financial and investment education and experience.

e Harmonize Regulation: Replace multiple different provincial self-certified investor
prospectus exemptions with a single harmonized exemption thereby reducing regulatory
burden and facilitating capital raising across the Participating Jurisdictions.

¢ Enhance Flexibility: Allow issuers and existing security holders to distribute securities
under a regime similar to the Accredited Investor Exemption, including through special
purpose vehicles (SPVs) designed to pool investments.

e Protect Investors: Incorporate mandatory risk disclosures, investor certification
requirements, filing and record-keeping obligations and investment limits to protect Self-
Certified Investors and assist them in understanding the risks associated with prospectus-
exempt securities.

Background

Over the past several years, there has been a growing demand from market participants — both
issuers and investors — for a prospectus exemption that permits individuals with relevant education
and/or investment experience to invest in prospectus-exempt securities. The thresholds in the
Accredited Investor Exemption have limited the ability of many experienced, knowledgeable
investors who do not meet the exemption’s financial criteria to invest. In response to consultations
and feedback from market participants, the Participating Jurisdictions have worked collaboratively
to design the Proposed Instrument to extend investor access without compromising investor
protection.

! The term “accredited investor” is defined in NI 45-106 (and in Ontario in the Securities Act (Ontario) and NI 45-106) and
includes various specified institutions and wealthy individuals. In the case of individuals, the definition contemplates annual net
income in excess of $200,000, net assets of at least $5,000,000 or net realizable financial assets of at least $1,000,000.

2 Angel investors are typically high net worth or net income individuals that would qualify as “accredited investors”. They will
often invest in early-stage businesses that are not yet at the stage of development to attract venture capital investment. They may
invest individually or invest together with other angel investors through special purpose vehicles, e.g., corporations or limited
partnerships.
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The Current SCIPE Orders are the result of initiatives across Alberta, Saskatchewan, Manitoba
and Ontario, reflecting a shared commitment to fostering capital formation while protecting
investors.

Alberta and Saskatchewan

In 2019, after extensive consultation with market participants about efforts that might be
undertaken to create more vibrant public and private capital markets in Alberta and the feedback
received in response to ASC Consultation Paper 11-701 Energizing Alberta’s Capital Market® the
ASC undertook a number of new initiatives including efforts to create a prospectus exemption in
Alberta that would enable experienced, knowledgeable investors to invest even if they did not meet
the Accredited Investor Exemption financial thresholds.

The Saskatchewan FCAA expressed interest in also pursuing adoption of such an exemption and
so the ASC and FCAA coordinated their efforts, culminating in March 2021, with implementation
of the ASC Blanket Order and Saskatchewan FCAA General Order on an interim, three-year basis,
to allow purchasers who did not meet the financial thresholds or other criteria required to qualify
as an accredited investor to invest alongside accredited investors, provided they self-certified that
they met other criteria intended to demonstrate their financial and investment knowledge.

Following further market engagement, including consultation with advisory committees, building
on this pilot initiative, in July 2022, Alberta and Saskatchewan introduced amendments to broaden
the exemption, notably, to allow the distribution of securities to an SPV, without subjecting the
SPV to the same investment limits imposed on individuals and other non-individual entities,
provided certain conditions are met. The ASC Blanket Order and the FCAA General Order were
further amended in March 2024 to remove their April 2024 expiry dates.

Ontario

In February 2020, the Government of Ontario created the Capital Markets Modernization
Taskforce (the Taskforce) to review and modernize Ontario’s capital markets regulatory
framework. In its final report (the Taskforce Final Report) dated January 22, 2021, the Taskforce
made several recommendations to better support access to capital for early-stage businesses in
Ontario through the lens of investor protection, including to expand the accredited investor
definition to those individuals who have completed and passed relevant proficiency requirements
indicating a high degree of understanding of investments and markets.* Further, on April 27, 2021,
the Ontario government amended the Ontario Securities Commission’s (the OSC) legislative
mandate to include fostering competitive capital markets and capital formation. This expanded
mandate provides additional areas of focus for the OSC’s operational and policy development
activities, as well as its approach to regulatory decisions. As a result of these developments in
Ontario, in 2022, the OSC introduced, for an 18-month period, Ontario Instrument 45-507 Self-
Certified Investor Prospectus Exemption (Ol 45-507).

3 https://www.asc.ca/securities-law-and-policy/regulatory-instruments/11-701.

4 https://files.ontario.ca/books/mof-capital-markets-modernization-taskforce-final-report-en-2021-01-22-v2.pdf. See also CSA
Press Release: https://www.securities-

administrators.ca/uploadedFiles/General/pdfs/CSAResponse_ CMModernizationTaskforceFinalReport_eng.pdf.
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OI 45-507 was later extended for an additional 18-month period by OSC Rule 45-508 Extension
to Ontario Instrument 45-507 Self-Certified Investor Prospectus Exemption. The extension was
part of a larger initiative (the OSC TestLab Initiative) to further support early-stage capital
raising in Ontario within the OSC TestLab, an OSC program that uses testing to accelerate the
evaluation of capital market innovations and new approaches to regulation to advance responsible
innovation in Ontario’s capital markets and economic growth for Ontario. The OSC TestLab
Initiative also included an exemption from the distribution reporting requirement in OI 45-507 to
permit alternative streamlined reporting of distributions (the Self-Certified Investor Reporting
Exemption).’ OI 45-507 and the other exemptions comprising the TestLab Initiative, will expire
on October 25, 2025. The OSC is introducing the Ontario Interim Class Order, which will be
effective on October 25, 2025 for an 18-month period, unless extended by the OSC. The Ontario
Interim Class Order provides the same self-certified investor prospectus exemptions that are
contained in the Proposed Instrument.

As part of the OSC TestLab Initiative, the OSC, with assistance from its Office of Economic
Growth & Innovation, has conducted extensive stakeholder outreach and engagement to obtain
valuable feedback on OI 45-507 and the Self-Certified Investor Reporting Exemption.

Manitoba

In October 2024, the MSC created the MSC Blanket Order, a framework for a self-certified
investor prospectus exemption that is modelled after the ASC Blanket Order and the FCAA
General Order.

Summary of the Exemptions

The Participating Jurisdictions have used the insights gained from the Ontario TestLab Initiative,
together with the feedback received from advisory committees and stakeholders in Alberta,
Ontario and Saskatchewan on their respective orders, to develop the Proposed Instrument. A
harmonized self-certified investor prospectus exemption in the Participating Jurisdictions will
enable issuers to access capital from a broader pool of investors from across the Participating
Jurisdictions.

The Proposed Instrument will facilitate distributions by sellers to purchasers in the Participating
Jurisdictions provided, among other conditions, that:

(1) after completion of the distribution, the combined acquisition cost of all securities
acquired by the Self-Certified Investor, and their permitted designates, in a calendar
year, does not exceed $50,000, and

(1) the Self-Certified Investor has
a. certified that they meet at least one of the criteria to qualify to be a Self-Certified
Investor (the Qualifying Criteria) in accordance with Form 45-111F1
Confirmation of Qualifying Criteria (Form 45-111F1), and

5 The OSC TestLab Initiative further included a dealer registration exemption for not-for-profit angel investor groups, and a
dealer registration exemption for eligible early-stage businesses.
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b. completed Form 45-111F2 Acknowledgement of Risks (Form 45-111F2)
confirming that they understand the risks of the investment.

To qualify to be a Self-Certified Investor under the Proposed Instrument, the Self-Certified
Investor must meet at least one of the Qualifying Criteria summarized below:

Qualifying Employment History

a.

The investor has a minimum of five years of management, engineering, product
development, or other relevant operational experience at a business that operates in
the same industry or sector as the issuer;

The investor has, in the past five years, been an employee of a business that operates
a venture capital fund or a private equity fund, or a business that invests in or
provides financing to small or medium sized issuers, and has in that role
participated in the investment decisions of the business for at least one year;

The investor has, in the past five years, been the founder of a business or the director
of an early-stage business that had in its most recently completed financial year
annual revenues of at least $500,000;

Qualifying Degree

d. The investor has practiced law in a jurisdiction of Canada for at least 24 months

and, as part of that practice, has provided advice in respect of financings involving
distributions of securities, or mergers and acquisition transactions;

The investor holds an accredited Master of Business Administration (MBA),
Doctor of Business Administration, PhD or master’s degree from a university,
where the degree specializes in finance or economics;

The investor holds an accredited undergraduate degree in finance, business, or
commerce from a university, and has a minimum of three years of relevant
employment experience;

The investor holds an accredited degree from a university with a focus or
specialization that directly relates to the industry or sector that the issuer operates
in, and has a minimum of three years of relevant employment experience;

Qualifying Designation

h. The investor holds a Chartered Financial Analyst (CFA) designation;

1.

j-
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The investor holds a Chartered Investment Manager (CIM) designation;

The investor holds a Chartered Business Valuator (CBV) designation;



k. The investor holds a Chartered Professional Accountant (CPA) designation;
. The investor holds a Certified International Wealth Manager (CIWM) designation;
m. The investor holds a Certified Financial Planner (CFP) designation;

n. The investor holds a Financial Planner or Financial Advisor credential, in good
standing, from a credentialling body approved by the Financial Services Regulatory
Authority of Ontario under the Financial Professionals Title Protection Act, 2019,
or from a credentialing body comparable to FSRA under corresponding legislation
in other participating jurisdictions, that permits the individual to use the Financial
Planner or Financial Advisor title;

Qualifying Examination

o. The investor has passed the Canadian Securities Course Exam administered by the
Canadian Securities Institute;

p. The investor has passed the Exempt Market Products Exam administered by the
IFSE Institute Canada;

q- The investor has passed both the Series 7 Exam administered by the Financial
Industry Regulatory Authority in the United States of America and the New
Entrants Course Exam administered by the Canadian Securities Institute.

The Proposed Instrument also provides a prospectus exemption to allow a distribution of securities
to an SPV, provided that all of the owners of interests in the SPV, except the voting securities
required by law to be owned by directors, are accredited investors or self-certified investors. While
the SPV is not subject to an investment limit when investing under the Proposed Instrument, each
self-certified investor investing in the SPV remains subject to the $50,000 aggregate individual
investment limit.

Consequential Amendments

We have heard feedback that some issuers are unwilling to rely on the Current SCIPE Orders
because of concerns that they will lose their status as a “private issuer” as defined in section 2.4 of
NI 45-106 (the Private Issuer Exemption). We believe Self-Certified Investors should be treated
in a similar fashion as accredited investors in the Private Issuer Exemption. As a result, we are
proposing a consequential amendment to NI 45-106 to include Self-Certified Investors in the list
of purchasers that can purchase under the Private Issuer Exemption.

We are also proposing a consequential amendment to NI 45-102 to provide that the first trade of a
security acquired under the Proposed Instrument will be a distribution.
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Local Matters

Annex

F is being published in any local jurisdiction that is making related changes to local

securities laws, including local notices or other policy instruments in that jurisdiction. It also
includes any additional information that is relevant to that jurisdiction only.

Request for Comments and Questions

We invite comment on all aspects of the Proposed Instrument. In particular, we would like to
receive feedback, and an explanation of your feedback, in respect of the following questions:

1.
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The FCAA received feedback in its July 2024 survey on the FCAA General Order that the
annual investment limit of $30,000 per investor under the FCAA General Order was too
low. The OSC, as part of the OSC TestLab Initiative, received feedback that the annual
investment limit of $30,000 under OI 45-507 is too low and that the associated legal and
compliance costs incurred by issuers are a disincentive for businesses to accept smaller
cheques and for exempt market dealers to facilitate these transactions. We have proposed
a higher investment limit under the Proposed Instrument. The Qualifying Criteria in the
Proposed Instrument are intended to “demonstrate financial and investment knowledge”
and in this way can be viewed as a form of investment sophistication and a rational
extension from the Accredited Investor Exemption. However, in setting a limit on
investment under the Proposed Instrument, we recognized that a policy rationale for the
Accredited Investor Exemption is ability to withstand loss. Purchasers investing under the
Proposed Instrument are likely not accredited investors and can be assumed to have annual
income of less than $200,000.

a. Is the aggregate annual investment limit of $50,000 appropriate?

b. Are additional or alternative conditions necessary to specifically address an
investor’s ability to withstand loss?

To rely on the Proposed Instrument, a purchaser will be required to provide a completed
Form 45-111F2 confirming that they understand the risks of the investment. Form 45-
111F2 is intended to provide a streamlined and plain language summary of those risks. Are
there other material risks that an investor should confirm they understand before making
an investment under the Proposed Instrument?

Form 45-111F3 Information to Understand before Making an Investment (Form 45-
111F3) is intended to educate the purchaser on the risks of private market investments.
This form does not require certification by the purchaser. Should we require an issuer to
provide the purchaser with Form 45-111F3 prior to their investment, as a condition of the
exemption? Is Form 45-111F3, which also acts as a plain language educational tool, a
necessary addition in light of the inclusion of Form 45-111F2?

In consultations, some stakeholders suggested that we should include individuals with
experience or education that is not of a financial or investment nature, but that is relevant
to the industry of the issuer in which they propose to invest. This resulted in the addition
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of proposed employment history criteria (a) to the Qualifying Criteria. For example, it was
suggested that we allow a young professional with a computer science degree to invest in
a software technology company or an individual with a petroleum engineering designation
to invest in an oil and gas company. However, we have also heard concerns that those types
of educational criteria would not adequately address investor protection concerns, because
the investor may not appreciate the financial or investment considerations important to
investing even if they understand the industry of the issuer.

a. Do you agree with the addition of criteria (a) to the Qualifying Criteria?

b. Should the required five-year time frame for qualifying employment experience in
criteria (a) be modified to better reflect the depth of experience needed to assess
investment risk?

c. Are there other conditions to criteria (a) that might help to ameliorate the risks that
the investor may not appreciate the financial and investment considerations of the
investment?

Under the rules of the Financial Conduct Authority in the United Kingdom (UK FCA),
“self-certified sophisticated investors” are permitted to certify that they meet certain
criteria to gain access to offerings of unlisted securities, including:

(1) Having worked, in the previous two years, in private equity or in the provision of
financing for small and medium enterprises, and

(i1) Having been a director, in the previous two years, of a company with an annual
turnover of at least £1 million.

The Participating Jurisdictions have proposed new Qualifying Criteria (b) and (c) based on
the UK FCA self-certified sophisticated investor categories set out above.

a. Do you agree that these proposed criteria are suitable for our markets?
b. Is $500,000 an appropriate annual revenue benchmark for Qualifying Criteria (c)?
If not, would $1M or another amount be an appropriate minimum annual revenue

for this criteria?

Qualifying Criteria Enhancements: In addition to the above, we seek further comment on
Form 45-111F1:

a. At least five years of employment experience is required for criteria (a) to (c).
Meanwhile, at least two years of legal practice experience is required under criteria
(d). Should the time frame or experience requirements differ between the lawyer
category, under criteria (d), and individuals in the business categories, under criteria
(a) to (c), or should a uniform standard be applied across the criteria?



7.
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b. Criteria (d) applies to lawyers who have practiced law in a Canadian jurisdiction
for at least 24 months where their practice has included providing advice in respect
of financings involving distributions of securities, or mergers and acquisition
transactions. Should different criteria be required (e.g., percentage of practice
and/or years of practising)? If so, what minimum level of experience is appropriate?

c. Withrespect to criteria (g), the Proposed Instrument requires that an investor certify
they hold an accredited degree with a focus or specialization directly related to the
industry or sector in which the issuer operates, thereby demonstrating an ability to
assess and understand the investment risk. Do you consider linking this educational
qualification strictly to the issuer’s industry or sector to be an effective measure of
an investor’s investment knowledge? Should the scope of acceptable degrees be
broadened to include interdisciplinary or related fields, or are there alternative
approaches we should consider to better capture the relevant expertise?

d. The Proposed Instrument contemplates that an individual who has passed the
examinations set out in criteria (0), (p) or (q) can qualify to be a Self-Certified
Investor. Should criteria (0), (p) and (q) also include a minimum income
requirement or minimum period of employment for an individual to qualify to be a
Self-Certified Investor?

e. Most of the Qualifying Criteria focus on financial and investment education and
experience. Are there additional Qualifying Criteria that should be included under
the Proposed Instrument? Are there other designations or courses that would
provide an investor with relevant financial and investment education and should be
included?

In Ontario, as part of the OSC TestLab Initiative, the OSC introduced the Self-Certified
Investor Reporting Exemption, which allows issuers relying on OI 45-507 to report use of
the prospectus exemption using an alternative streamlined report of exempt distribution
(the Alternative RED). This alternative reporting mechanism was introduced, in part,
because OI 45-507 requires that all issuers, including private issuers, report reliance on the
Order. To date, no issuer that has relied on OI 45-507 has chosen to file the Alternative
RED. The Participating Jurisdictions are not proposing to adopt the Alternative RED for
two reasons. First, as a result of the proposed amendment to NI 45-106 to include Self-
Certified Investors in the list of purchasers that can purchase under the Private Issuer
Exemption, requiring an Alternative RED would mean that a private issuer that distributes
securities to Self-Certified Investors would impose a new reporting obligation on the
private issuer, which could be a disincentive to the private issuer to offer securities to Self-
Certified Investors. Second, most issuers that relied on OI 45-507, also relied on other
prospectus exemptions such as the Accredited Investor Exemption and the family, friends
and business associates exemption in section 2.6.1 of NI 45-106. In these circumstances,
issuers are required to report using Form 45-106F1 Report of Exempt Distribution and we
observed that they reported the distributions to Self-Certified Investors on those forms.
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Is there any practical value in allowing issuers to use the Alternate RED if issuers are
required to report reliance on other prospectus exemptions using Form 45-501F1? Is the
Alternative RED a potential source of confusion for issuers?

Submitting Comments

We welcome your comments in writing on or before January 5, 2026.

Please send your comments by email in Microsoft Word format. Please address your submission
to all of the Participating Jurisdictions as follows:

Alberta Securities Commission

Financial and Consumer Affairs Authority of Saskatchewan

Financial and Consumer Services Commission of New Brunswick
Manitoba Securities Commission

Nova Scotia Securities Commission

Ontario Securities Commission

Financial and Consumer Services Division, Department of Justice and Public Safety, Prince
Edward Island

Office of the Superintendent of Securities, Newfoundland and Labrador
Office of the Superintendent of Securities, Northwest Territories

Office of the Superintendent of Securities, Nunavut

Office of the Yukon Superintendent of Securities

Please deliver your comments only to the address below. Your comments will be distributed to the
other Participating Jurisdictions.

The Secretary

Ontario Securities Commission
20 Queen Street West

22nd Floor, Box 55

Toronto, Ontario M5H 3S8

Fax: (416) 593-2318

E-mail: comments@osc.gov.on.ca

We cannot keep submissions confidential because securities legislation in certain provinces
requires publication of the written comments received during the comment period. All comments
received will be posted on the websites of the Alberta Securities Commission at www.asc.ca and
the Ontario Securities Commission at www.osc.gov.on.ca. Therefore, you should not include
personal information directly in comments to be published. It is important that you state on whose
behalf you are making the submission.

List of Annexes

Annex A: Proposed Multilateral Instrument 45-111 Self-Certified Investor Prospectus
Exemption
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Annex B: Proposed Companion Policy 45-111 Self-Certified Investor Prospectus Exemption
Annex C: Proposed Amendments to National Instrument 45-106 Prospectus Exemptions
Annex D: Proposed Amendments to National Instrument 45-102 Resale of Securities

Annex E: Proposed Changes to Companion Policy 45-106CP Prospectus Exemptions
Annex F: Local Matters (if applicable)

Questions

If you have questions on the Proposed Instrument, please contact any of the following:

Alberta Securities Commission

Tonya Fleming Gregory Radisic

Manager, Private Markets & Innovation Legal Counsel, Private Markets &
(403) 355-9032 Innovation

tonya.fleming@asc.ca gregory.radisic(@asc.ca

Financial and Consumer Affairs Authority of Saskatchewan

Heather Kuchuran Mobolanle Depo-Fajumo

Director, Corporate Finance, Securities Legal Counsel, Securities Division
Division (306) 798-3381

(306) 787-1009 mobolanle.depofajumo2@gov.sk.ca

heather.kuchuran@gov.sk.ca

Financial and Consumer Services Commission of New Brunswick

Ray Burke Moira Goodfellow
Manager, Corporate Finance Senior Legal Counsel
(506) 643-7435 (506) 444-2575
ray.burke@fcnb.ca moira.goodfellow(@fcnb.ca

Nova Scotia Securities Commission

Abel Lazarus

Director, Corporate Finance
(902) 424-6859
abel.lazarus@novascotia.ca
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Manitoba Securities Commission

Kevin Sharma

Legal Counsel

(204) 945-5070
kevin.sharma@gov.mb.ca

Ontario Securities Commission

Erin O’Donovan Samreen Beg

Associate Vice President, Corporate Finance Senior Legal Counsel, Corporate Finance
(416) 371-1341 (416) 597-7817
eodonovan@osc.gov.on.ca sbeg@osc.gov.on.ca

#6249718


mailto:kevin.sharma@gov.mb.ca
mailto:eodonovan@osc.gov.on.ca
mailto:sbeg@osc.gov.on.ca

Definitions

1.
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ANNEX A

PROPOSED MULTILATERAL INSTRUMENT 45-111
SELF-CERTIFIED INVESTOR PROSPECTUS EXEMPTION

PART 1
DEFINITIONS AND INTERPRETATION

In this Instrument:

“acknowledgement of risks” means Form 45-111F2 Acknowledgement of Risks;

“confirmation of qualifying criteria” means Form 45-111F1 Confirmation of Qualifying
Criteria,

“corresponding exemption” means any order or ruling of another securities regulatory
authority or regulator in Canada that provides exemptions from the prospectus requirement
that are substantially similar to the exemptions provided by this Instrument;

“holding entity” means a person or company that is controlled by an individual,

“participating jurisdiction” means Alberta, Manitoba, New Brunswick, Newfoundland and
Labrador, Northwest Territories, Nova Scotia, Nunavut, Ontario, Prince Edward Island,
Saskatchewan, and Yukon, and each other jurisdiction of Canada that adopts a
corresponding exemption;

“permitted designate” means, with respect to an individual,

(a)

(b)
(©)
(d)
(e)

(H
(2

a trustee, custodian or administrator acting on behalf of, or for the benefit of, the
individual,

a holding entity of the individual,
a RRSP, RRIF, or TFSA of the individual,
a spouse of the individual,

a trustee, custodian, or administrator acting on behalf of, or for the benefit of,
the spouse of the individual,

a holding entity of the spouse of the individual, or

a RRSP, RRIF, or TFSA of the spouse of the individual,

“qualifying criteria” means the criteria specified in the confirmation of qualifying criteria;
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“self-certified investor” means an individual who certifies that they meet at least one of the
qualifying criteria and acknowledges the investment risks by completing the confirmation
of qualifying criteria and the acknowledgement of risks;

“SPV” means an entity formed for the purpose of investing in one or more other issuers,
in which all of the owners of interests, direct, indirect or beneficial, are accredited
investors or self-certified investors.

Interpretation

2.

Unless otherwise defined herein, terms used in this Instrument have the respective
meanings ascribed, or interpretation given, to those terms in National Instrument 45-106
Prospectus Exemptions.

PART 2
SELF-CERTIFIED INVESTOR PROSPECTUS EXEMPTION

Exemption from prospectus requirement - general

3.
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The prospectus requirement does not apply to a distribution of a security provided all of

the following apply:

(a) the issuer has its head office in Canada;

(b) the issuer is not an investment fund;

(c) the purchaser is a self-certified investor or a permitted designate of a self-certified
investor;

(d) at or before the time the purchaser signs the agreement to purchase, the issuer
provides the purchaser with Form 45-111F3 Information to Understand before
Making an Investment;

(e) the purchaser represents in the agreement to purchase that, after completion of the
distribution, the combined acquisition cost of all securities acquired by the self-
certified investor, and their permitted designates, under this exemption in the
calendar year does not exceed $50,000;

® at or before the time the purchaser signs the agreement to purchase, the purchaser

provides to the person or company distributing the security

(1) a confirmation of qualifying criteria completed by the self-certified
investor, confirming that the self-certified investor meets the qualifying
criteria and
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(h)
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(11) an acknowledgement of risks completed by the self-certified investor,
confirming that the self-certified investor has read and understood each of
the risks;

the person or company distributing the security does not know and would not
reasonably be expected to know that the statements made by the self-certified
investor in the confirmation of qualifying criteria, and the acknowledgement of
risks are false or misleading;

the person or company distributing the security retains a copy of the
acknowledgement of risks and confirmation of qualifying criteria for 8 years after
the distribution.

Exemption from prospectus requirement - special purpose vehicle

4.
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The prospectus requirement does not apply to a distribution of a security to an SPV
provided all of the following apply:

(a)
(b)
(c)

(d)
(e)
®

(2

the SPV has its head office in Canada;
the SPV is not an investment fund;

each self-certified investor of the SPV represented in the agreement to purchase
securities of the SPV that, after completion of the distribution, the combined
acquisition cost of all securities acquired by the self-certified investor, and their
permitted designates, under this Instrument in the calendar year did not exceed
$50,000;

the issuer has its head office in Canada;
the issuer of the security is not an investment fund;

at or before the time the SPV signs the agreement to purchase, each self-certified
investor of the SPV provides to the SPV

(1) a confirmation of qualifying criteria completed by the self-certified
investor, confirming that the self-certified investor meets the qualifying
criteria to invest in the issuer, and

(i)  an acknowledgement of risks, completed by the self-certified investor,
confirming that the self-certified investor has read and understood each of
the risks of an investment in the issuer;

neither the person or company distributing the security, nor the SPV, knows or
would reasonably be expected to know that the statements made by the self-
certified investor in the confirmation of qualifying criteria, and the
acknowledgement of risks are false or misleading; and
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(h) the SPV retains a copy of the acknowledgements of risks and confirmation of
qualifying criteria for 8 years after the distribution.

Filing of distribution materials

5. An issuer that distributes a security of its own issue under this Instrument must, no later
than the 30th day after the closing of the distribution, file with the securities regulatory
authority or regulator in the jurisdiction in which the distribution occurred a completed
report of exempt distribution prepared in accordance with Form 45-106F1 Report of
Exempt Distribution of National Instrument 45-106 Prospectus Exemptions.

PART 3
EXEMPTION
Exemption
6. 1) The securities regulatory authority or regulator may grant an exemption from this

Instrument, in whole or in part, subject to such conditions or restrictions as may be
imposed in the exemption.

?2) Despite subsection (1), in Ontario, only the securities regulatory authority or
regulator may grant an exemption.

A3 Except in Alberta and Ontario, an exemption referred to in subsection (1) is granted
under the statute referred to in Appendix B of National Instrument 14-101
Definitions, opposite the name of the local jurisdiction.

PART 4
DESIGNATION

Designation as a market participant in New Brunswick

7. The person or company distributing a security in reliance on a prospectus exemption in
this Instrument is designated as a market participant under the New Brunswick Securities
Act.

PART 5
EFFECTIVE DATE

Effective date
8. 1) This Instrument comes into force on e.

?2) In Saskatchewan, despite subsection (1), if this Instrument is filed with the Registrar
of Regulations after e, this Instrument comes into force on the day on which it is
filed with the Registrar of Regulations.
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FORM 45-111F1
CONFIRMATION OF QUALIFYING CRITERIA
(Self-Certified Investor Information)

Instruction: If purchasing through a permitted designate, the individual self-certified investor must

complete this form.

Qualifying Criteria:

To qualify as a self-certified investor under Multilateral Instrument 45-111 Self-Certified Investor
Prospectus Exemption, you must meet at least one of the qualifying criteria listed below. Please
initial all of the following that apply and provide the requested information, if any. When providing
the required information for the criteria below, use an attachment, if necessary.

Qualifying Employment History

Initial | Criterion

Description

(a)

I am an individual who has a minimum of five years of experience in
management, engineering, product development, or other relevant
operational experience at a business that operates in the same industry or
sector as the issuer and who, as a result of this experience, is able to
adequately assess and understand the risk of investing in the issuer.

If criteria (a) applies to you, please provide the following information
about your experience:

Industry or sector:
Employer:

Title or role:

Number of years in role:

(b)

I am an individual who has in the past 5 years been an employee of a
business that operates a venture capital fund or a private equity fund, or a
business that invests in or provides financing to small or medium sized
issuers, and who, in connection with my regular functions and duties, has
participated in the investment activities of the business for at least 1 year.

If criteria (b) applies to you, please provide the following information about
your employment:

Name of business:
Title or role:
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Number of years in role:

(c) I'am an individual who has in the past 5 years been the founder of a business
or the director of an early-stage business that had in its most recently
completed financial year, annual revenues of at least $500,000.

If criteria (¢) applies to you, please provide the following information about
the business:
Name of business:
Title or role:
Dates in role:
Qualifying Degree
Initial | Criterion | Description
(d) I am an individual who:
(i)  has practised law in a jurisdiction of Canada for at least 2 years;
and
(i) as part of that practice, provided advice in respect of financings
involving distributions of securities, or mergers and acquisition
transactions.
Name of firm:
Dates in role:

(e) I am an individual who holds an accredited Master of Business
Administration (MBA), Doctor of Business Administration, or a PhD or
master’s degree from a university, where the degree specializes in finance
Or €conomics.

If criteria (e) applies to you, please provide the following information about
your degree:

Degree:

University:

63) I am an individual who holds an accredited undergraduate degree in

finance, business, or commerce from a university, who has a minimum of

— 3 years of relevant employment experience and who, as a result of this
experience, is able to adequately assess and understand the risk of investing
in the issuer.

#6249718




-20 -

If criteria (f) applies to you, please provide the following information about
your degree and your employment:

Degree:

University:

Name of employer:
Title or role:

Dates of employment:

(2

I am an individual who holds an accredited university degree with a focus
or specialization that directly relates to the industry or sector that the issuer
operates in, who has a minimum of 3 years of relevant employment
experience and who, as a result of the knowledge they have obtained
through their study, is able to adequately assess and understand the risk of
investing in the issuer.

If criteria (g) applies to you, please provide the following information about
your degree and your employment:

Degree:

University:

Name of employer:
Title or role:

Dates of employment:

Qualifying Designation
Initial | Criterion | Description
(h) I am an individual who holds a Chartered Financial Analyst (CFA) from

the CFA Institute or any predecessor or successor organization.

(1)

I am an individual who holds a Chartered Investment Manager (CIM)
designation from the Canadian Securities Institute, a Division of Moody's
Analytics Global Education (Canada) Inc. or any predecessor or successor
organization.

W)

I am an individual who holds a Chartered Business Valuator (CBV)
designation from the CBV Institute or any predecessor or successor
organization.

(k)

I am an individual who holds a Chartered Professional Accountant (CPA)
designation from a provincial or regional accounting body.
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Provincial or
regional accounting body:

)

I am an individual who holds a Certified International Wealth Manager
(CIWM) designation from the Canadian Securities Institute, a Division of
Moody's Analytics Global Education (Canada) Inc. or any predecessor or
successor organization.

(m)

I am an individual who holds a Certified Financial Planner (CFP)
designation from FP Canada or any predecessor or successor organization.

(n)

I am an individual who holds a Financial Planner or Financial Advisor
credential, in good standing, from a credentialling body approved by the
Financial Services Regulatory Authority of Ontario (FSRA) under the
Financial Professionals Title Protection Act, 2019, or from a credentialing
body comparable to FSRA under corresponding legislation in other
participating jurisdictions, which permits the individual to use the Financial
Planner or Financial Advisor title.

Qualifyi

ng Examination

Initial

Criterion

Description

(0)

I am an individual who has passed the Canadian Securities Course Exam
administered by the Canadian Securities Institute, a Division of Moody's
Analytics Global Education (Canada) Inc., or any predecessor or successor
organization.

(p)

I am an individual who has passed the Exempt Market Products Exam
administered by the IFSE Institute, Canada, or any predecessor or successor
organization.
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(@

I am an individual who has passed both the Series 7 Exam administered by
the Financial Industry Regulatory Authority in the United States of
America, or any predecessor or successor organization, and the New
Entrants Course Exam administered by the Canadian Securities Institute, a
Division of Moody's Analytics Global Education (Canada) Inc., or any
predecessor or successor organization.

By signing this document, I certify that I meet the qualifying criteria above where I have placed

my initial.

Dated:

Name of individual

Signature of individual
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FORM 45-111F2
ACKNOWLEDGEMENT OF RISKS

WARNING!
This investment is risky.
Don’t invest unless you can afford to lose all the money you pay for this investment.

To qualify as a self-certified investor, you must read and select “YES” to the following questions.
If you do not understand the risks of investing as described below, you do not qualify as a self-
certified investor.

Have you read and understood the following information? YES | NO

1. You risk losing all the money you invested
Investing in early-stage businesses is risky.
e Many early-stage businesses fail, and you could lose all the money you
invested mi mi
e Even if the business succeeds, there may be limited opportunities to exit
your investment (e.g., there may be no clear way to sell your investment
and cash out)

2. You will have limited protections because there is NO prospectus

A prospectus:
e is adetailed document that provides full disclosure about a business; and
e gives investors special rights.

When investing under a prospectus, investors have the following special rights:
e Cancellation Right: The right to cancel the investment within two days
for any reason.

e Statutory Protections: A statutory right to sue for damages if the - -
prospectus contains a misrepresentation.
e Accountability: The CEO, CFO, directors, and underwriters are legally
accountable for the prospectus' accuracy.
A prospectus is not being provided to you because you are relying on the self-
certified investor prospectus exemption to invest. As such, these statutory
protections will NOT apply to you.
3. You will have to find out key information for yourself
Since you are relying on the self-certified investor prospectus exemption, the
business you are investing in is not required to provide you with ANY disclosure.
e Disclosure (e.g., financial statements, financial projections, and other
forward-looking information) may not be provided or may not be reliable
(e.g., unaudited) i i
e The business may have no obligation to provide you with any ongoing
information
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Request information from the business or seek out other sources of information
to make sure you have enough information before investing.

4. Unless you are investing with a registered dealer, you will have to assess
for yourself whether the investment suits your financial goals and risk O O
tolerance.

5. You may not be able to resell your securities (e.g., shares, units, etc.)
e If you buy securities of a public business under a prospectus exemption,
you typically can resell them after 4 months
e [fyou buy securities of a private business under a prospectus exemption,
you typically CANNOT resell them, except under another prospectus
exemption or under a prospectus

6. It will be difficult to value your investment
Non-public businesses do not trade on a stock market, making it hard to m m
determine a value for the business or the securities.

7. Some investment opportunities may be fraudulent
Fraudsters can disappear with your money. It is important to protect your money O O
by being alert to the signs of investment fraud and scams before you invest.

8. You understand that you cannot, in aggregate, invest more than $50,000
annually under the self-certified investor exemption. This includes all
businesses in which you invest by relying on the self-certified investor
prospectus exemption.

Important Reminder

You could lose all the money you invest. Only invest what you can afford to lose. If you have any
doubts, seek qualified investment advice or reconsider your investment. For more information visit
https://www.securities-administrators.ca/investor-tools/.

By signing this document, I certify that I understand the risks associated with being a self-certified
investor listed above.

Dated:

Name of individual

Signature of individual
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FORM 45-111F3
INFORMATION TO UNDERSTAND BEFORE MAKING AN INVESTMENT

1. No Prospectus Protections
e You will not receive a prospectus.
e You will not have key rights associated with a prospectus, such as a two-day right to cancel
your investment for any reason and a right to sue either to get your money back or for
damages if there is a misrepresentation in the prospectus.

2. Limited Information Provided
o Issuers are not required to give you financial statements or business plans.
e Always ask for and review financial forecasts and business documents before you invest.

3. No Audit Guarantee
e You may not receive audited financial statements.
e Decide whether having an independent audit is important for your investment decision.

4. Be Wary of Projections
e If you see financial forecasts, check that they include assumptions, risk factors, and
cautionary statements.
e Do not rely on these numbers without understanding how they were prepared.

5. Do Your Own Due Diligence

o Understand the security: Ask yourself questions like “What rights does this security carry?”
and “How are these rights effected by the rights of holders of the business’ other classes of
security?”

o Review the business: Look at key contracts, management credentials, governance, and
internal controls.

o Identify risks: Common risks to assess include competitors, regulatory approvals, lawsuits,
environmental liabilities, and debt.

6. No Dealer Advice
o If there is no registered dealer, you must determine if the investment is suitable for your
goals and risk profile.
e Beware of anyone offering advice who is not licensed. You can check registration at
www.aretheyregistered.ca.

7. Ongoing Reporting May Be Limited
o Public businesses, such as a publicly traded company, file quarterly and annual reports, but
if this business is not a public issuer, it will have no such obligation.
o Negotiate any ongoing reporting you want before investing.

8. Exit Strategy Matters
o Even investments in successful private businesses can be hard to sell.
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e Confirm there is a clear way to sell your investment (i.e., IPO, sale, buy-back) that aligns
with your timeline.

9. Valuation Challenges
e Securities of private businesses do not trade on an exchange.
e You may have to rely on infrequent valuations or informal market checks.

10. Watch Out for Fraud
e Misleading statements and unfair practices are prohibited, but scams still happen.
o Be alert to high-pressure sales tactics and promises of “too good to be true” investment
returns.

11. Investment Limits
e You cannot invest more than $50,000 per calendar year under this exemption.
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ANNEX B

PROPOSED COMPANION POLICY 45-111
SELF-CERTIFIED INVESTOR PROSPECTUS EXEMPTION

Introduction

Multilateral Instrument 45-111 Self-Certified Investor Prospectus Exemption (MI 45-111 or the
Instrument) provides a prospectus exemption for distributions to purchasers who certify their
financial and investment education and experience, but who may not meet the accredited investor
criteria.

The purpose of this Companion Policy is to help users understand how staff of the securities
regulatory authorities interpret or apply certain provisions of MI 45-111.

Section 3 - Multi-jurisdictional distributions

MI 45-111 is available to issuers and selling securityholders in jurisdictions that have adopted MI
45-111, and each other jurisdiction of Canada that adopts a corresponding exemption (the
Participating Jurisdictions) seeking to raise capital from investors within the Participating
Jurisdictions.

Section 3 - Purchaser representations

To rely on the Instrument, the issuer or selling securityholder must ensure that the purchaser
represents in the agreement to purchase that, after completing the purchase, the aggregate
acquisition cost of all securities acquired by the purchaser under the Instrument in the calendar
year does not exceed $50,000. The issuer or selling securityholder must obtain a completed Form
45-111F1 Confirmation of Qualifying Criteria from the purchaser, in which the purchaser certifies
that they meet at least one of the qualifying criteria required to invest, and a completed Form 45-
111F2 Acknowledgement of Risks. Provided that the issuer or selling securityholder does not know
and would not reasonably be expected to know that the statements made by the purchaser are false
or misleading, no further verification is required.

Section 4 — Self-certified investors holding securities through a special purpose vehicle
(SPV)

MI 45-111 provides a prospectus exemption that allows a distribution of securities to an SPV
provided that all of the owners of interests in the SPV, except the voting securities required by law
to be owned by directors, are accredited investors or self-certified investors. To rely on this
exemption, the SPV must obtain a completed Form 45-111F1 Confirmation of Qualifying Criteria
and a completed Form 45-111F2 Acknowledgement of Risks from each self-certified investor as
though the self-certified investor was purchasing directly from the seller.
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While the SPV is not subject to an investment limit when investing in an issuer under section 4 of
the Instrument, each self-certified investor investing in the SPV remains subject to the $50,000
aggregate individual investment limit.

Section 4 - Special purpose vehicle and private issuers

Under subclause 2.4(1)(b)(ii) of National Instrument 45-106 Prospectus Exemptions, absent any
discretionary exemptive relief, if an SPV is created solely to purchase or hold securities of a private
issuer, then each beneficial owner or beneficiary would be required to be separately counted
towards the 50-security holder limit applicable to private issuers. This could limit the number of
investors (whether self-certified investors or otherwise) that are able to participate in an SPV that
invests in the securities of a private issuer.

Sections 3 and 4 — Compliance with local securities laws

Issuers and SPVs that do not have a head office in a participating jurisdiction are responsible for
ensuring that they are compliant with securities laws in their jurisdiction.

Sections 3 and 4 — No registration exemption

MI 45-111 does not provide an exemption from any other aspect of securities law, including the
requirement to be registered and the requirements that apply once registered. Securities legislation
requires certain persons to be registered if they are, among other activities, in the business of
trading, in the business of advising, or acting as an investment fund manager, and as a registrant,
to comply with all requirements applicable to such categories. The analysis of whether registration
is required is fact specific.

Issuers and SPVs relying on the Instrument to distribute securities, and any person or company
they use to assist them in distributing the securities, may be required to be registered or to rely on
an exemption from registration. For more information on the registration requirements as well as
some exemptions from the registration requirements, please see National Instrument 31-103
Registration Requirements, Exemptions and Ongoing Registrant Obligations (NI 31-103). Section
1.3 of the related Companion Policy to NI 31-103 contains guidance to assess whether registration
is required.

To rely on the Instrument, the issuer, and the SPV that an issuer intends to distribute securities to,
cannot be an investment fund. The SPV should assess whether it is an investment fund. In
particular, section 1.2 of the Companion Policy to National Instrument 81-106 Investment Fund
Continuous Disclosure and OSC Staff Notice 81-734 Summary Report for Investment Fund and
Structured Product Issuers, dated September 13, 2023, starting at page 8', provide guidance on
the general nature of investment funds.

! https://www.osc.ca/en/securities-law/instruments-rules-policies/8/8 1-734/osc-staff-notice-8 1-734-summary-report-
investment-fund-and-structured-product-issuers
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A person or company advising an SPV that is not an investment fund should consider whether it
is in the business of advising in securities, as outlined in the guidance in section 1.3 of the
Companion Policy to NI 31-103 and, on that basis, required to register.

If a registrant is involved with the distribution of securities under the Instrument, the registrant’s
typical obligations and responsibilities (e.g., relating to know-your-client, know-your-product,
suitability, and conflicts of interest) continue to apply.

Section 5 - Filing of distribution materials

The report of exempt distribution must, no later than 30 days after closing of the distribution, be
filed electronically through SEDAR+, in accordance with National Instrument 13-103 System for
Electronic Document Analysis and Retrieval+ (SEDAR+). The Canadian Securities
Administrators (CSA) has information regarding the SEDAR+ filing requirements. Please see:

CSA Staff Notice 13-323 Frequently Asked Questions About Making Exempt Market
Offering and Disclosure Filings on SEDAR
CSA website on Report of Exempt Distribution

FORM 45-111F1 Confirmation of Qualifying Criteria - Qualifying Degree

Criteria (e), (f) and (g) refer to holding an “accredited” degree. An accredited degree is a degree
issued by a university that has been approved to operate by the education ministry or department
in the jurisdiction in which the university operates. The accredited degree must be conferred to the
investor at the time of investing. An accredited degree does not need to be a degree issued by an
educational institution within Canada or a Participating Jurisdiction.

Under criteria (e), the investor must certify that they hold a Master of Business Administration
(MBA), Doctor of Business Administration, PhD or master’s degree, where the degree specializes
in finance or economics, from a university. A degree will be considered to specialize in finance or
economics if finance or economics is listed on the program name or if a majority of classes required
to obtain the degree directly relate to finance or economics.

Under criteria (f), an investor must certify they have a minimum of three years of relevant
employment experience as well as meeting degree requirements to demonstrate the investor is able
to adequately assess and understand the risk of investing in the issuer. Relevant employment allows
the investor to make an investment decision that leverages a combination of their education and
practical employment experiences.

Under criteria (g), an investor is required to certify they hold an accredited degree with a focus or
specialization that directly relates to the industry or sector that the issuer operates in and, as a result
of the knowledge they have obtained through their study, is able to adequately assess and

understand the risk of investing in the issuer.

To illustrate the application of criteria (g), the following are examples that apply in this situation:
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an investor holding a Doctor of Dental Surgery degree from Dalhousie University who is
investing under the Instrument in a dental clinic;

an investor holding a master’s degree in chemical engineering from the University of New
Brunswick who is investing under the Instrument in a start-up that manufactures equipment
for natural gas pipelines; and

an investor holding a Bachelor of Science degree in Forestry from the University of Alberta
who is investing under the Instrument in a company that detects forest fires using electronic
heat sensors throughout national parks.

To further illustrate the application of criteria (g), the following are examples that do not apply in
this situation:

an investor holding a history degree from the University of Saskatchewan investing under
the Instrument in a dairy farm operation, as the specialized degree and the industry of the
issuer are not sufficiently related;

an investor in the process of completing a law degree from the University of Manitoba
investing under the Instrument in a legal tech company, as the investor’s degree has not
been conferred yet; and

an investor holding a Master of Fine Arts degree from the University of Toronto investing
under the Instrument in a company that operates oil wells, as the specialized degree and
the industry of the issuer are not sufficiently related.

FORM 45-111F1 Confirmation of Qualifying Criteria - Qualifying Designation

An investor relying on criteria (k) should indicate the issuing provincial or territorial accounting
body that provided the designation, specifically: CPA Alberta, CPA British Columbia, CPA
Manitoba, CPA New Brunswick, CPA Newfoundland and Labrador, CPA Northwest Territories
and Nunavut, CPA Nova Scotia, CPA Ontario, CPA Prince Edward Island, CPA Quebec, CPA
Saskatchewan, or CPA Yukon.
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ANNEX C

PROPOSED AMENDMENTS TO
NATIONAL INSTRUMENT 45-106 PROSPECTUS EXEMPTIONS

National Instrument 45-106 Prospectus Exemptions is amended by this Instrument.

In Alberta, Manitoba, New Brunswick, Newfoundland and Labrador, Northwest
Territories, Nova Scotia, Nunavut, Prince Edward Island, Saskatchewan and Yukon,
subsection 2.4(2) is amended by adding the following paragraph:

(i.1) a person who meets the requirements of subsections 3(c), (¢) and (f) of Multilateral
Instrument 45-111 Self-Certified Investor Prospectus Exemption, provided the
seller complies with subsections 3(g) and (h) of that Instrument,.

In Ontario, subsection 2.4(2.1) is amended by adding the following paragraph:

(1.2) a person who meets the requirements of subsections 3(c), (¢) and (f) of Multilateral
Instrument 45-111 Self-Certified Investor Prospectus Exemption, provided the
seller complies with subsections 3(g) and (h) of that Instrument,.

In Ontario, subsection 2.4(3.1) is repealed.

In Alberta, Manitoba, New Brunswick, Newfoundland and Labrador, Northwest
Territories, Nova Scotia, Nunavut, Ontario, Prince Edward Island, Saskatchewan and
Yukon, section 2.4 is amended by adding the following subsections:

(3.1) In Alberta, Manitoba, New Brunswick, Newfoundland and Labrador, Northwest
Territories, Nova Scotia, Nunavut, Prince Edward Island, Saskatchewan and
Yukon, subsection (3) does not apply to a distribution in reliance on subsection

2)G.1)..

(3.2) In Ontario, subsection (3) does not apply to a distribution in reliance on subsection

(2.1)(1.2)..
(1) This Instrument comes into force on e.
(2) In Saskatchewan, despite subsection (1), if this Instrument is filed with the

Registrar of Regulations after e, this Instrument comes into force on the day on
which it is filed with the Registrar of Regulations.
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ANNEX D

PROPOSED AMENDMENTS TO
NATIONAL INSTRUMENT 45-102 RESALE OF SECURITIES

National Instrument 45-102 Resale of Securities is amended by this Instrument.

Appendix D is amended by adding, before the heading “Transitional and Other
Provisions”, the following section:

4, In Alberta, Manitoba, New Brunswick, Newfoundland and Labrador, Northwest
Territories, Nova Scotia, Nunavut, Ontario, Prince Edward Island, Saskatchewan and
Yukon, the exemptions from the prospectus requirement in sections 3 and 4 of
Multilateral Instrument 45-111 Self-Certified Investor Prospectus Exemption..

(1) This Instrument comes into force on e.
(2) In Saskatchewan, despite subsection (1), if this Instrument is filed with the

Registrar of Regulations after e, this Instrument comes into force on the day on
which it is filed with the Registrar of Regulations.
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ANNEX E

PROPOSED CHANGES TO
COMPANION POLICY 45-106CP PROSPECTUS EXEMPTIONS

1.  Companion Policy 45-106CP Prospectus Exemptions is changed by this Document.

2. In Alberta, Manitoba, New Brunswick, Newfoundland and Labrador, Northwest
Territories, Nova Scotia, Nunavut, Ontario, Prince Edward Island, Saskatchewan and
Yukon, section 1.9 is changed by adding the following subsection:

(3.1)  Subsection 2.4(2)(i.1) in Alberta, Manitoba, New Brunswick, Newfoundland and
Labrador, Northwest Territories, Nova Scotia, Nunavut, Prince Edward Island,
Saskatchewan and Yukon and subsection 2.4(2.1)(i.2) in Ontario, provide a
prospectus exemption to a private issuer that distributes securities to a purchaser
that meets certain requirements of Multilateral Instrument 45-111 Self-Certified
Investor Prospectus Exemption, including the requirement to certify that they
meet at least one of the qualifying criteria required to invest, as set out in Form
45-111F1 Confirmation of Qualifying Criteria. Provided that the seller does not
know and would not reasonably be expected to know that the statements made by
the purchaser are false, no further verification is required.

Effective Date
3. (D) These changes become effective on e.
(2) In Saskatchewan, despite subsection (1), if this Document is filed with the

Registrar of Regulations after @, these changes become effective on the day on
which it is filed with the Registrar of Regulations.
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Canadian Securities Administrators Re: CSA Multilateral Notice and Request for
Comment — Proposed Multilateral Instrument 45-111 Self-Certified Investor
Prospectus Exemption and Proposed Companion Policy

To: The Secretary Ontario Securities Commission 20 Queen Street West 22nd Floor, Box 55
Toronto, Ontario M5H 3S8 mail:

Submitted by: Harvey Naglie (Toronto, Ontario) — consumer advocate
Date: October 2, 2025
Executive Summary

| appreciate the opportunity to comment on Proposed MI 45-111 (the "Proposal"”). As
drafted, the "self-certified investor" exemption would expand retail access to exempt
market offerings based on self-attested knowledge or experience. The goal of supporting
entrepreneurial capital formation is laudable. However, opening a high-risk segment to a
broader retail cohort without commensurate safeguards would likely increase consumer
harm and complaints, and potentially erode confidence in Canada's markets.

| recommend that Ml 45-111 be implemented as a time-limited pilot program with a
mandatory three-year sunset and renewal contingent on meeting specific consumer
protection benchmarks. To make this pilot responsible and evidence-based, |
recommend tightening eligibility, constraining products, strengthening investor rights,
requiring supervisory data, and—-critically—using a standardized knowledge assessment
as the access gate rather than self-attestation.

Context and Procedural Posture

The Proposal would harmonize existing provincial self-certified investor exemptions in
Alberta, Saskatchewan, Manitoba, and Ontario into a single multilateral instrument.
Alberta and Saskatchewan introduced their exemptions in March 2021 as three-year pilots,
then made them permanent in March 2024 after removing the expiry date. Manitoba
introduced its exemption in October 2024. Ontario has been operating interim exemptions
since October 2022, first through Ontario Instrument 45-507 (extended to October 25,
2025) and now through Ontario Instrument 45-510 (Interim Class Order), which came into
effect on October 25, 2025 and expires April 25, 2027.

Internationally, comparable regimes typically limit access to complex or higher-risk
products through standardized knowledge checks. Jurisdictions such as Singapore and the
United Kingdom use regulator-set content and structured testing to gate access. This
experience is at odds with M|l 45-111, which currently relies on self-attestation.



What the Proposal Would Permit

The Proposal contemplates a $50,000 cap per self-certified investor per calendar year in
aggregate across multiple businesses, with risk acknowledgements and other conditions.
The aggregate framing moderates—though does not eliminate—loss concentration risk for
retail participants.

Consumer Protection Risks

¢ Over-reliance on self-attestation. Behavioural evidence shows people routinely overstate
financial sophistication, especially in promotional settings. In exempt markets, reduced
disclosure and limited liquidity amplify downside risk.

¢ Intermediation and incentives. Where distributions occur without a registrant, there is no
suitability duty. Where a registrant is involved, compensation can bias recommendations
to higher-risk offerings.

* Product risk asymmetry. Early-stage issuers and complex vehicles (e.g., certain funds,
structured or crypto-linked ventures) present high failure rates, valuation opacity, and
resale restrictions that many retail investors underestimate.

¢ Opacity of outcomes. Without standardized data capture (complaints, realized losses,
default rates), regulators and the public cannot judge whether harms are rising or
contained.

International Precedents Relevant to Ml 45-111

¢ Singapore (MAS). Retail access to "Specified Investment Products" requires Customer
Knowledge Assessments based on standardized criteria. While each institution conducts
its own assessment, central e-learning modules through ABS-SAS (unlisted products) and
SGX Online Education Programme (listed products) provide market-wide qualification
pathways.

¢ United Kingdom (FCA). For high-risk investments, firms must conduct appropriateness
assessments with scored knowledge tests and implement "positive frictions," including

mandatory 24-hour cooling-off periods after the second failed assessment and for each
subsequent failure.

* European Union and Hong Kong. Distributors must assess client knowledge and
experience through appropriateness tests before selling complex products, using
regulatory guidance on standardized assessment criteria.



These models demonstrate that structured knowledge assessment is practical at scale and
provides more reliable access decisions than pure self-attestation, offering design features
Canada can adapt.

Recommendations to Rebalance the Framework

Foundational recommendation: Implement M| 45-111 as a three-year pilot program, not a
permanent exemption. The following recommendations establish the safeguards
necessary for a responsible pilot and the data requirements for evidence-based renewal
decisions.

A. Eligibility and distribution channels

- Replace pure self-attestation with a CSA-endorsed, centrally hosted knowledge
assessment, valid for two years, with a unique certificate investors can present to any
portal or registrant.

— Permit distributions only through registrants or CSA-authorized portals subject to
conduct standards, complaints handling, and mandatory data reporting.

— Add clear bad-actor disqualification and a public list of barred promoters drawing on CSA
enforcement records.

B. Limits on product scope and concentration

— Exclude investment funds, structured products, crypto-asset ventures, and leveraged
real-estate schemes at the outset.

— Require baseline issuer eligibility (audited financials; caps on non-arm's-length
transactions; disclosure of going-concern flags).

- Maintain a hard $50,000 aggregate cap per investor per calendar year across all issuers,
with lower sub-caps permitted by a jurisdiction. Publish usage statistics to detect
concentration or gaming.

C. Plain-language disclosure and investor rights

— Mandate a two-page Key Risks and Fees Summary (Use of Proceeds; Capital Structure
and Dilution; Related-Party Deals; Liquidity/Resale; All-in Fees).

- Provide a two-business-day cooling-off right and a 180-day misrepresentation right via a
standardized subscription addendum.

- Prominently warn that these offerings are not reviewed like a prospectus and carry a
realistic risk of total loss.



D. Supervisory data spine and transparency

—Require timely portal/issuer reporting: number of self-certified investors, ticket sizes,
investor concentration, complaint incidence, realized losses or gains at 12/24/36 months,
and enforcement touchpoints.

— Publish semi-annual public dashboards so the CSA and market participants can track
performance and emerging risks during the pilot period.

E. Pilot structure: sunset, sequencing, and guardrails

—Adopt a three-year sunset for Ml 45-111. Renewal should be conditioned on meeting
quantitative thresholds (e.g., complaint rates below specified benchmarks, realized loss
rates comparable to or better than accredited-investor cohorts, and low incidence of
misrepresentation findings).

— Start narrow on product scope and caps; widen only if outcome data support a broader
reach.

- If threshold metrics are not met at the three-year mark, the exemption should expire or
revert to more restrictive terms pending further study.

Implementation Details for the Knowledge-Gate

A CSA-endorsed assessment can be delivered online with secure identity checks and re-
take throttling (for example, a 24-hour lockout after a failed attempt) to discourage
guessing and "click-through." Content should be common across Canada, mapped to the
specific risks of exempt offerings (illiquidity, valuation, conflicts, related-party deals,
dilution, resale restrictions). A central certificate with a two-year validity would promote
portability across issuers and portals, reduce friction, and create a clear audit trail for
supervisors.

Ontario-Specific Note During the Interim Order

Given Ontario's concurrent Ol 45-510, the OSC could embed the guardrails above into
interim terms and publish quarterly usage and outcome data until the CSA consultation
concludes and a final multilateral decision is made. This would provide timely visibility on
whether harms rise as access expands.

Responses to CSA Themes

* Harmonization. Support a common framework that sets a protective minimum floor, not
the most permissive elements of prior provincial exemptions.



¢ Capital formation and innovation. A credible pilot pairs broader access with standardized
knowledge-gating, mandatory data collection, and a time-boxed sunset. The
recommendations above would support capital formation while preserving market
confidence.

* Burden reduction. A single national knowledge module, a short risk-and-fees summary,
and a common reporting schema would reduce friction for compliant issuers and portals
while improving oversight.

Conclusion

The Proposal currently leans toward access before architecture. Implementing MI 45-111
as a time-limited pilot—not a permanent exemption—with targeted safeguards—
standardized knowledge-gating, product constraints, investor rights, mandatory data, and
a real sunset—the CSA can promote early-stage capital formation while protecting
consumers and market integrity. The pilot structure ensures that expansion is evidence-
based: if the exemption delivers capital without unacceptable harm, renewal is justified; if
harms materialize, the sunset provides a natural off-ramp. | would welcome further
discussion on drafting options for the Instrument and Companion Policy.

Respectfully submitted,
Harvey S. Naglie

Harvey S. Naglie
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October 8, 2025

The Secretary Ontario Securities Commission
20 Queen Street West 22nd Floor,

Box 55 Toronto, Ontario M5H 3S8

Fax: (416) 593-2318

E-mail: comments@osc.gov.on.ca

Canadian securities regulators launch consultation on proposed

harmonized multilateral self-certified investor prospectus exemption
CSA Multilateral Notice and Request for Comment — Proposed Multilateral
Instrument 45-111 Self-Certified Investor Prospectus Exemption and Proposed
Companion Policy 45-111 Self-Certified Investor Prospectus Exemption; and
Proposed Consequential Amendments to National Instrument 45-106 Prospectus
Exemptions and National Instrument 45-102 Resale of Securities; and Proposed
Consequential Changes to Companion Policy 45-106CP Prospectus Exemptions

Kenmar appreciate the opportunity to comment on this important consultation.
Kenmar Associates is an Ontario-based privately-funded organization focused on
investor education via articles hosted at www.canadianfundwatch.com Kenmar also
publishes the Fund OBSERVER on a monthly basis discussing consumer protection
issues primarily for retail investors. Kenmar is actively engaged with regulatory
affairs. An affiliate, Kenmar Portfolio Analytics, assists, on a no-charge basis,
abused consumers and/or their counsel in filing investor complaints and restitution
claims.

Given the troubled state of our economy and the challenges facing Canada re
tariffs, we can understand the desire for increased access to capital by businesses.
The OSC in fact has a mandate to foster capital formation that can at times be in
conflict with its investor protection mandate. The self-certified retail investor (aka
High risk DIY investor) is the focus of this consultation.

While the consultation paper states there is a growing demand by retail investors
for access to exempt securities we have not seen this market research or sense it
from our perspective. We expect that the uptake on Interval funds has been
disappointing to the sponsors. There has indeed been a drive by industry and
Ontario to create such a market. We have however seen a growing demand for low
cost ETFs, all in one funds, robo-advisers, DIY investing and demands for less
adversarial ,fairer complaint handling. Kenmar have not detected a material Main
Street demand for access to riskier, illiquid, opaque investments.

We have also seen how self-monitoring has failed in the case of TFSA contributions.
In 2024, TFSA investors were fined $166.2 million for excess TFSA contributions by
the CRA. The CRA had a robust oversight mechanism for detection, so were able to
catch the “"mistakes” of TFSA account investors.
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In a recent OSC research report on hybrid investing, a key point was made on fraud
awareness. In focus group discussions, hybrid investors with higher risk tolerance
had limited awareness of investment fraud. Those who did articulate a fraud
prevention strategy relied on informal or untrustworthy sources and methods, such
as online searches and community forums, rather than structured professional
advice and institutional safeguards provided by registered advisors. Investors will
have to be fraud savvy.

As written, the exemption could be used by issuers that need not provide public
information about their business, operations, or financial condition. How can one
effect due diligence with no information?

In our view, issuers must prepare at least some basic offering documentation to
ensure it provides potential investors with sufficient information to make an
informed decision. All conflicts-of-interest must be disclosed.

It is important that the self-certification not become a “tick -the-box” exercise, and
Dealers/issuers should bear some responsibility for ensuring the accuracy of the
self-certification. It is also important for registrants/issuers to confirm as part of the
appropriateness assessment that any investor utilizing the proposed Exemption is
not investing using borrowed funds beyond their ability to repay, should the
investment prove either illiquid or worthless.

Under proposed MI 45-111, an issuer would be required to file a Form 45-106F1
Report of Exempt Distribution, which will provide the applicable regulator relevant
information about the use of the exemption.

Under the exemption, retail investors will have to conduct their own due diligence
and understand the risks involved in investing through this exemption. Consulting
with legal and tax professionals may not be economical for the dollar value of
permitted investment. Investors will have to be prepared to navigate the offering
memorandum exemption opportunity on their own.

Qualification as an investor in these exempt securities

We believe the eligibility criteria should be more closely correlated to actual
relevant investing experience than dependence on academic education.

We also observe that the eligibility criteria do not always require the investor to be
currently employed in her/his area of specialization. For example, a person may
have obtained an MBA degree in finance but gained business experience in a
different discipline, yet still would be eligible to invest under the proposed
exemption.

Degrees and diplomas should be from an Accredited University.

The consultation lists FSRA titled Financial Advisors as legitimate participants. We
cannot understand that a Financial Advisor title authorized by the FSRA qualifies a

2
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person to invest in such risky investments. In most cases, the FA title refers to a
mutual fund salesperson registered with CIRO, a FSRA approved Credentialing
Body.

A recent OSC-CIRO report on bank branch mutual fund representatives (FSRA
Financial Advisor CIRO certificated) found that, 23% of representatives were not
able to identify the definition of Management Expense Ratio (MER), a foundational
and important component of the mutual funds they sell which can materially
influence clients’ investing decisions. In addition, when asked to identify the impact
of MER on mutual fund performance, a shocking 1 in 8 (12%) of representatives
answered incorrectly. The report concluded “These results indicate that Canada’s
bank-affiliated mutual fund dealers should assess their current training programs
and make any required enhancements to ensure that clients are provided with
accurate product information”. Allowing such individuals to invest in the exempt
market could cause significant harm to their financial wellbeing.

We do not feel that passing the Canadian Securities Course is an adequate basis for
persons qualifying for the exemption.

Simply being a director of a start-up may not be an adequate qualification for an
exemption - the director may be on the Board qualified in HR, PR, marketing simply
to satisfy the skills matrix.

On the other hand, CIRO investment registrants (ex IIROC) could qualify given
their experience with security selection, financial planning, IPOs and complex
products.

Engineers and computer science graduates might be qualified investors depending
on the business investment. Such degrees develop mathematical and analytical
skills, technological competence and include an introduction to economics.

CFA and CFP credential holders are well qualified to assess the risks and
opportunities of exempt securities.

We point out that the holder of the listed degrees may not have firsthand
experience investing in the exempt market. People selling high risk, unregulated
investments draw people in with enticing websites, creative marketing campaigns
and paid social media finfluencer promotions. This is why we suggest the CSA
provide educational tools to help reduce the chance of unsuitable investments and
fraud.

Given that $30,000 investment limit per annum was found to be too low, the
proposed $50,000 limit would allow just one investment greater than $30,000 in a
calendar year. Given that the annual income of the self-certified investor is
assumed to be less than $200,000 ,the $50,000 ( after tax) investing limit per
annum appears to be a stretch given the high cost of living, elevated home and
rent prices and cash set aside for RIIF , RRSP, TFSA and all other tax advantaged
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accounts available to retail investors . Any increases in municipal, provincial or
Federal taxes would impact investable cash unless offset by lower interest rates.

There is nothing in proposed MI 45-111 that prevents an investor from purchasing
securities to hold in their RRSP or TFSA; however, the securities would still need to
be the type of investments that may be held in a RRSP or TFSA under the Income

Tax Act (Canada).

If a Dealer is involved in distributing securities pursuant to the prospectus
exemption in proposed MI 45-111 and an investor has a complaint against the
Dealer, the Dealer is required to make available OBSI'’s services to the client as set
out in section 13.16 of National Instrument 31-103 Registration Requirements,
Exemptions and Ongoing Registrant Obligations.

Concerns with self-certification

As illustrated below (APPENDIX I), self-certification is hardly a reliable method of
performing a robust self KYC/ suitability analysis. A university degree and $50K
CDN investable cash does not guarantee the individual is a sophisticated exempt
market investor capable of robust due diligence (KYP).

The acknowledgment of risk form appears to be robust in warning clients of some of
the risks involved by investing in a non-prospectus qualified opportunity. We
assume it will be available in both official languages. That being said, there are also
issues with such risk-acknowledgement forms (APPENDIX II).

Questions
We have several questions and ideas regarding this consultation:

Is the exemption limited to investments in Canadian based operations? i.e. Will
Canadian jobs be created?

How will the $50,000 CDN annual investing cap will be monitored if investments are
spread across multiple unrelated Dealers/investments? If it cannot be monitored by
the jurisdictions there is in fact no cap. There is no speeding where there is no
cop. Canadians could well invest much more than $50,000 without regulator
knowledge. Monitoring and assessment would typically include the amount of
investor uptake, complaints, losses, fraud, successes etc.

Investors in Ontario, Alberta, Manitoba, New Brunswick, Nova Scotia, Newfoundland
and Labrador, Northwest Territories, Nunavut, PEI, Saskatchewan and Yukon can
make use of the exemption but must they be Canadian citizens?

Should there be restrictions on the type of investments allowed?

Can a husband and wife each invest $50,000 CDN per annum if one of them
qualifies for the exemption? Ditto for a POA who qualifies for the exemption.

4
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What sanctions are available to deal with investors that exceed the $50,000 annual
investment limit or Dealers/Issuers that permit oversubscription?

Can legal claims for misrepresentation be made?
Ideas for consideration
Form 45-111F3 “Information to understand before making an investment” should

be provided to potential investors prior to making any investment and signed
by the investor.

The CSA should make available risk tolerance and risk capacity self-assessment
tools.

The CSA should make available a fraud prevention checklist tailored to the
angel investing market. Fraud, terror financing and foreign interference could
become close relatives of this exemption proposal.

The acknowledgment of risk form should highlight the word warning in bright red
and the lead-in material to the questions should be in a larger font size than the
rest of the form.

We recommend a two day cooling off period as a contractual addition.

We refer the participating jurisdictions to our Comment letter to the OSC on the
Ontario Long Term Fund as there are a number of comment elements of concern.

A modernized complaint system, robust enforcement of CFR and a binding decision
mandate for OBSI will put more money in investor pockets available to finance
start-ups. The OSC inaction on banning certain investment fees, such as trailing
commissions was estimated to have cost Ontario investors approximately $13.7
billion over a four-year period (between 2017/18 and 2020/21) according to a
2021 Office of the Auditor General of Ontario report. This inaction was a result of
lengthy rule-making processes, political interference, and strong industry lobbying
that delayed crucial investor protection reforms. We urge the participating
regulators to introduce a modern closed loop complaint resolution system to protect
Main Street investors. The money not lost could be put back into the
economy via investments.

The participating jurisdictions may find it productive to benchmark Israel’s approach
to innovation and entrepreneurship. Israel is a global leader in innovation, driven
by a culture of entrepreneurship, robust infrastructure, and a skilled workforce,
making it a "Start-up Nation". The country ranks highly in the Global Innovation
Index (GII), supported by high R&D expenditure, significant venture capital
investment, and strong university-industry collaboration. The government actively
promotes innovation through agencies like the Israel Innovation Authority, fostering
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technologies in areas such as Computer Science, Engineering, Agri-Tech, Artificial
Intelligence, and Cyber.

Summation

We do not see how an investment that is very risky, with no investor rights,
minimum or no disclosure, lack of clear redress mechanisms and virtually no
regulatory oversight will be attractive to medium to higher income investors.

This high risk capital formation initiative would be more attractive if it had certain
tax advantages.

As we understand the proposed amendment, the investment resembles entering a
casino. Exposing investors to such a risky opaque investment regime without even
minimal disclosure, corresponding investor protections or regulatory oversight could
lead to significant investor harm. This could impair confidence in financial markets.

This initiative could further contribute to the decline of regulated public markets but
if successful, could lead to more IPO’s eventually. On the other hand, it could
reduce the ranks of the middle class.

If approved, we highly recommend that the CSA conduct a review of the
exemption, say 2-3 years after implementation, to validate if exemption objectives
were met, if retail investors were defrauded and if amendments are required.

A three year sunset clause is recommended given the exploratory and
controversial nature of this proposed exemption. We regard this imitative as a
pilot project.

Kenmar are available to discuss this comment letter further, address any questions
you may have or provide additional information as needed.

K. Kivenko, President
Kenmar Associates

APPENDIX! 1 Problems with self-certification

Problems with self-certification vary by context, but common issues include a lack
of independent oversight leading to compromised quality and safety, inherent
conflicts of interest when individuals certify their own work, poor visibility of
processes, and difficulty in ensuring accuracy and compliance.

Human Error and Bias:
People are often poor at accurately assessing their own capabilities, leading to
inflated self-assessments and potentially underestimating threats.

Conflict of Interest:
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When individuals are responsible for certifying their own work, it creates an
internal conflict between self-interest and objective accuracy.

Lack of Oversight:
Self-certification often bypasses layers of external checks, which can lead to a
decline in quality, safety, and compliance without robust monitoring systems.

Compliance Failures:
Errors in self-certification forms can lead to serious compliance issues.

APPENDIX 1II Issues with self risk assessment

The dangers of self-risk assessment stem from human cognitive biases, limited
perspective, and a potential lack of experience. When people evaluate their own
risk profile (tolerance and capacity), they often create inaccurate and incomplete
pictures of their actual vulnerabilities, which can lead to missed risks, poor
decision-making, and significant losses.

Some of the most important self-perception biases are:

Overconfidence bias: Many individuals overestimate their own abilities and are
unrealistically optimistic about their future, leading them to underestimate potential
negative outcomes. In multiple studies, individual investors feel they are more risk
tolerant and capable than the average investor.

Confirmation bias: People favor information that confirms their existing beliefs,
which can cause them to overlook or ignore contradictory evidence.

Information bias: Media bias and Internet information bias represent uncritical
acceptance of widely reported opinions and assumptions.

Social desirability bias: In a professional context, individuals may consciously or
unconsciously present an overly favorable picture of their risks to appear more
competent or to avoid scrutiny.

Availability bias: Self assessors tend to give more weight to recent, dramatic, or
easily recalled events when evaluating risk causing them to overemphasize recent
incidents or neglect less common, yet potentially more severe, risks.
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December 4, 2025

VIA ELECTRONIC MAIL

The Secretary

Ontario Securities Commission

20 Queen Street West, 22nd Floor, Box 55
Toronto, Ontario M5H 3S8

Fax: (416) 593-2318

E-mail: comments@osc.gov.on.ca

Re: Self-Certified Investor Prospectus Exemption

Dear Alberta Securities Commission, Financial and Consumer Affairs Authority of
Saskatchewan, Financial and Consumer Services Commission of New Brunswick, Manitoba
Securities Commission, Nova Scotia Securities Commission, Ontario Securities Commission,
Financial and Consumer Services Division, Department of Justice and Public Safety, Prince
Edward Island, Office of the Superintendent of Securities, Newfoundland and Labrador, Office
of the Superintendent of Securities, Northwest Territories, Office of the Superintendent of
Securities, Nunavut, and Office of the Yukon Superintendent of Securities:

The Investments and Wealth Institute (“IWI” or “Institute”) hereby submits this Comment
Letter in regards to the Proposed Multilateral Instrument 45-111 Self-Certified Investor
Prospectus Exemption and Proposed Companion Policy 45-111 Self-Certified Investor
Prospectus Exemption. IWI believes that to the extent that the participating jurisdictions desire
to create a Self-Certified Investor Exemption, these jurisdictions ought to add its Certified
Investment Management Analyst® (CIMA®”) designation to the list of “Qualifying Designations.”

A. Background on IWI

IWI is a professional association for investment consultants and wealth management
professionals, established in 1985. Its mission is to be the leading educational community of
financial professionals, dedicated to elevating investment and wealth management to generate
better client outcomes. IWI pursues its mission because of the following four purposes:

(1) Improve professionalism of its members through educational and certification programs;
(2) Develop and encourage the practice of high standards of professional conduct;

(3) Promote and protect the interests of the profession and the public it serves; and

(4) Broaden public understanding of investment consulting and wealth management.

IWI's Core Values or ideals that keep it true to its mission include integrity, objectivity,
and ethical conduct.

IWI is a non-profit 501(c)(6) organization based in Greenwood Village, Colorado. For
more information about IWI, please go to http://www.investmentsandwealth.org/.
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Among other things, IWI administers certifications, including the Certified Investment
Management Analyst® (“CIMA®”) program." The CIMA certification is the only certification
designed specifically for financial professionals who want to attain a level of competency as an
advanced investment consultant. The financial services industry recognizes the CIMA
certification as one of the top certifications for financial professionals providing investment
advice. The CIMA certification demonstrates that the consultant has completed a rigorous
process reflecting a high level of competency in investment, professionalism, and ethics.

As of November 30, 2025, IWI certified under at least one of its certifications 14,059
financial services professionals, 9221 of whom actively and in good standing held the CIMA
certification. IWI has a number of Canadian CIMA certificants and members and a Canadian
Advisory Board.

B. In Administration of its CIMA Certification Program, IWI Follows a Reliable
Process to Arrive at the Requisite Knowledge, Skills, and Abilities Minimally
Necessary to be Certified in Practice for the Job Being Certified — the Certified
Investment Management Analyst.

Since 2011, IWI's CIMA certification has been accredited by one of the two major
third-party accrediting bodies — the ANSI National Accreditation Board f/k/a the
American National Standards Institute (“ANSI” or “ANAB”) under the international
standard ANSI/ISO/IEC 17024: Conformity assessment-requirements for bodies
operating certification of persons (“ANSI/ISO/IEC 17024”).? The Canadian accrediting
authority would recognize ANAB'’s accreditation.

As a certification body of ANAB-accredited certifications, IWI follows a valid and
reliable process to ensure that the knowledge, skills, and abilities (“KSAs”) in its
accredited certifications, including, among others, the CIMA certification, that are being
tested in its certification exam are in fact the relevant KSAs in the practice of the job
being certified.

To become and remain accredited, a certification must comply with
ANSI/ISO/IEC 17024, and in the development of a certification scheme that standard
requires that a detailed job task analysis (“*JTA”) be performed. The standard outlines
specific requirements for the development of a certification scheme to include the
involvement of appropriate experts, a fair representation of all parties significantly
concerned without any interest predominating, and a job or practice analysis that is
conducted and updated on an ongoing basis.® One of the acceptable methodologies to
conduct a JTA involves surveying practitioners in the financial services industry, who
are a representative sample of the population of certified persons, and the survey

" 1WI also administers the Certified Private Wealth Advisor® (“CPWA®) and Retirement Management Advisor® (RMA®)
certification programs.
2 [WI's CPWA certification is also accredited by ANAB.

3 IWI has conducted JTAs approximately every 4 to 6 years for its CIMA certification, the most recent of which was
completed in 2023-24.
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gathers data on the opinions of these experts as to the relevant KSAs required to
perform the job being certified. The data compiled in the survey is then reviewed by the
scheme committee, which is also made up of subject matter experts in academia and
practice who use that data to form the entire scheme, including the elements of the
scheme, the eligibility requirements to apply to become certified, the detailed content
outline for any training or education programs, the examination blueprint for a
certification examination, the initial certification period, the requirements for
recertification, and the disciplinary rules, among other things. This JTA process
essentially validates that what is being tested to confer certification is in fact what is
needed in practice.

C. As an ANAB-Accredited Program, ANAB Has Adjudged Annually that the CIMA
Certification Program Meets the ANSI/ISO/IEC 17024 Standard, Which Is a Good
Barometer on Quality and Means that It Is Impartially Administered to Consistently
Confer Certification Only on Those Who Are Qualified to be Certified.

The quality of a certification program can be measured in a number of ways, including
reputation, longevity, or an objective measure of performance outcomes. Accreditation awarded
by an impatrtial, reputable, third-party accrediting body, such as ANAB, that is based upon a
recognized standard is a preferred option.

As stated above, ANAB accredits personnel certification bodies to international standard
ANSI/ISO/IEC 17024. This international standard has been adopted as an American National
Standard (“ANS”) and was developed by the International Organization for Standardization
(“ISO”) based on the need for public protection by establishing that individuals have the required
competencies to perform their jobs.

ANSI/ISO/IEC 17024 has been recognized by several U.S. federal agencies, including
the Department of Defense, as a critical requirement for personnel certification bodies that offer
certifications in areas related to public health, the environment, and national security. The
standard, which was originally published in 2003 and subsequently revised in 2012, has already
affected the delivery of millions of quality certifications worldwide.

The following are the key requirements to be accredited under ANSI/ISO/IEC 17024,
which IWI regularly meets in assessing its CIMA certification and all of which elucidate
the quality of the CIMA certification:

e Credibility: ANSI/ISO/IEC 17024 is assessment-based, which means that certification
may be conferred only upon those candidates who successfully complete a competency-
based certification examination. The certification examination must be fair, valid, and
reliable. IWI uses psychometric experts and statistics to continually confirm that its
examination is valid and reliable. The examination must be fair and cannot discriminate
between persons based upon non-competency-related factors such as race, age,
gender, or ethnicity. A valid examination correctly measures whether an individual has
the necessary competencies for the job. Validity is an indicator to establish that the
process measures what it is intended to measure. Reliability demonstrates that the
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examination measures a person’s abilities in a consistent manner.

Impartiality: The certification body must demonstrate that its structure, policies, and
procedures ensure impartiality and objectivity and that it manages conflict of interest
arising from certification activities.

Independence: The certification functions must be independent of training to ensure
that confidentiality, information security, and impartiality are not compromised.

Transparency: The certification body is required to have an active complaints process
to resolve complaints against its activities as well as complaints against individuals that it
has certified.

Accountability: The certification body must have due process for taking away a
credential for unethical or incompetent behavior.

Balanced representation of stakeholders: The standard requires that the certification
body involve key stakeholders in making certification-related decisions. Additionally, as
stated above in Section A, subject matter experts (SMEs) must be involved in creating
the certification scheme requirement based on a valid job or practice analysis, the
foundation upon which a fair, valid, and reliable examination is constructed.

Continuous quality improvement: The certification body must develop a management
system for continual improvement of its program.

Other requirements: The standard is extremely comprehensive and covers all aspects
of certification including examination and data security, recertification, resource
requirements, confidentiality, competence of personnel involved with certification
activities, financial requirements, and use of certification and logo marks.

. The CIMA Certification Program Ensures that a Certified Person Is Competent and
Ethical in the Performance of Providing Financial Services to Customers.

Certificant Demographics

The purpose of the CIMA certification is to assess knowledge, skills, and abilities

(KSAs) for investment and wealth management professionals. CIMA professionals
integrate a complex body of investment knowledge, ethically contributing to prudent
investment decisions by providing objective advice and guidance to individual and
institutional investors.

From membership surveys, it is estimated that the average CIMA certificant is

approximately 48 years old, with 18.6 years of experience in the financial services
industry, and $297.2 million in assets under management (“AUM”).
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Certification Process

CIMA certification candidates must go through a multi-step process to earn the
designation. The entire program takes on average 14.1 months to complete. The
process requires completion of four E’s.

The first E is experience. The application requires the submission of information
detailing at least three years of work experience in the financial services industry before
one can become certified as a CIMA designee. Such experience is not self-attested, but
independently verified by IWI.

The second E is ethics. Applicants also undergo initial background checks, and
any potential ethical issues are referred to the Ethics Board, which is made up of IWI-
certified volunteers, for a determination as to their ethical fitness to begin the process. A
second background check is performed prior to initial certification with any new issues
referred to the Ethics Board for determination of ethical fithess to become certified.
Ethics is also tested on the certification examination, and recertification requires
completion of forty hours of continuing education, two hours of which need to be in
ethics, every two years. Finally, IWI has a fair disciplinary process that involves
institution of disciplinary actions against those who violate IWI's Code of Professional
Responsibility.

The third E is education. Applicants who are accepted become candidates who
must then enroll in an executive education program administered by a registered
education provider. The registered education program requires a minimum 32 hours of
executive education delivered by accredited institutions of AACSB (The Association to
Advance Collegiate Schools of Business).* As part of the registered program
requirements, the institution must report to IWI that the candidate has completed all
required assessments in order to sit for the CIMA Certification Exam. There are
currently three registered education providers:

1. The University of Chicago Booth School of Business
2. Yale School of Management
3. Portfolio Construction Forum - Sydney

The fourth E is examination. After successfully completing the education
component, candidates must then pass the certification exam, which is a four-hour, 120-
qguestion examination administered on demand through third-party testing providers,
currently Pearson Vue and Meazure Learning. The exam is extremely difficult. In fact,
as of September 30, 2025, the two-year average pass rate for first time testers was 63%
and for re-testers 40%.

4 See http://www.aacsb.edu/. The AACSB accreditation requirement applies to all institutions principally located in the
United States. A similar standard is applied to foreign institutions.
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Following passage of the certification exam and the other requirements
previously mentioned, the CIMA candidate undergoes a second background check by
IWI legal staff, to identify ethical issues that might have arisen since the date of the
initial check. If the candidate passes this second review, he/she must sign a license
agreement that acknowledges a commitment to adhere to IWI's Code of Professional
Responsibility and Rules and Guidelines for the Use of the Marks.

Exam Development

All CIMA certification exams are developed using international best practices for
test development, resulting in a valid and reliable examination. IWI’s examinations are
developed through a comprehensive job analysis study and administered by an
independent testing service. Psychometric statistics are acquired, maintained, and
monitored on all examination items and poorly performing items are replaced over time
to ensure continued validity and reliability of IWI’s certification examinations.

Continuing Competency Requirements

To maintain and sharpen their professional skills, CIMA certificants are required
to complete 40 hours of continuing education every two years including two hours in the
field of ethics and one hour in taxes or regulations. Practitioners who fail to report
acceptable continuing education are no longer authorized to use the marks.

Ethics, Disciplinary Standards, and Enforcement Procedures

Years ago, IWI adopted, and periodically reviews and updates, a Code of
Professional Responsibility to promote and maintain high standards of personal and
professional conduct in the investment management consultant profession.

To maintain good standing with IWI and continue to use the marks, CIMA
certificants and candidates must submit to a formal review process in response to
complaints or a discovery of potential violations by IWI staff of the Disciplinary Rules
and Procedures. Failure to do so may result in disciplinary action including termination
or suspension of the right to use the CIMA designation or, if a candidate, to continue
coursework and take the exams.

We hope this background information provides a sufficient overview of the CIMA
certification program. For additional information on the scope of knowledge content
covered in the CIMA exam, visit https://investmentsandwealth.org/certifications/cima-
certification/exam/topics.
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E. The North American Securities Administrators Association Recently Revised Its
Model Rule to Add the CIMA Designation to the List of Designations Entitled to
Exam Licensing Waivers — a List that Includes the CFA and CFP Designations.

On March 7, 2024, the North American Securities Administrators Association
(“NASAA”) published proposed amendments to its Model Rule on examinations
regarding licensing independent advisor representatives. As stated in its proposal, the
NASAA Model Rule requires an individual seeking registration or licensure as an
investment adviser representative to have passed either (a) the NASAA Uniform
Investment Adviser Law Examination (Series 65), or (b) the NASAA Uniform Combined
State Law Examination (Series 66), the FINRA General Securities Representative
Examination (Series 7), and the FINRA Securities Industry Essential Examination (SIE).
However, the Model Rule exempts an individual from these requirements in certain
circumstances, most notably if the individual has earned and maintained any one of
several professional certifications set forth in section 2

Prior to the proposed amendments, there were five professional certifications that
qualified an individual for Series 65 or series 66 examination waiver: The proposed
amendment was to delete one designation from this exam waiver list and replace it with
the CIMA certification.

Following a rigorous review by the NASAA Examination Committee and a vote of
members, the proposed amendments were approved. Thus, NASAA itself, of which the
Canadian provincial regulators are members, recognized the high quality and standards
of the CIMA certification to enhance investor protection through competent and ethical
representation of the investing public. In doing so, NASAA also implicitly recognized
that the CIMA certification is on par with the other four certifications for which
examination waivers were maintained, including, among others, the CFA and CFP
designations that currently are listed as “Qualifying Designations” under the proposed
rule. Given that the CIMA designation is deemed as being on par with the CFA and
CFP designations, the CIMA designation should also be a “Qualifying Designation”
under the proposed rule.

| am happy to respond to any questions you may have with regard to our CIMA
program.

Sincerely,

Robert E. Frankel
General Counsel and managing Director of Certifications
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Mr. Alexander Morsink
CEO and UDP

Equivesto Canada Inc.
3001-1 Adelaide Street East
Toronto, Ontario M5E 2V9

December 5, 2025

Alberta Securities Commission

Financial and Consumer Affairs Authority of Saskatchewan
Financial and Consumer Services Commission of New Brunswick
Manitoba Securities Commission

Nova Scotia Securities Commission

Ontario Securities Commission

Financial and Consumer Services Division

Department of Justice and Public Safety

Prince Edward Island Office of the Superintendent of Securities
Newfoundland and Labrador Office of the Superintendent of Securities
Northwest Territories Office of the Superintendent of Securities
Nunavut Office of the Yukon Superintendent of Securities

Re: Proposed Ml 45-111 Self-Certified Investor Prospectus Exemption

Thank you for the opportunity to comment on Proposed Multilateral Instrument 45-111: Self-Certified
Investor Prospectus Exemption and Companion Policy M| 45-111CP.

Equivesto Canada Inc. (“Equivesto”) is an Exempt Market Dealer registered in all provinces and
territories. Its services include distributions under the exemptions in National Instrument 45-106
Prospectus Exemptions and crowdfunding distributions under Multilateral Instrument 45-108
Crowdfunding and National Instrument 45-110 Start-Up Crowdfunding Registration and Prospectus
Exemptions.

Equivesto does not solicit transactions other than through posting available issues on its website or
make recommendations to investors. It ensures that purchasers qualify under the exemptions being
used and makes suitability determinations in response to client orders.

Equivesto supports the proposed instrument.

In the course of our client interactions, we talk to many professionals who are very qualified to make
decisions about investments in exempt market securities through their educational or professional
achievements and experience. While securities regulation recognizes the primacy of investor protection,
it also recognizes that there are investors who do not need the protections it offers because of their
ability to assess and bear the financial risks involved in particular investments. We suggest that the
proposed multilateral instrument falls squarely within that approach.

The instrument is also squarely in line with the general effort to permit junior companies and startups to
minimize the cost of capital by raising it outside of the prospectus regime.

We further support the use of limitations and disclosure requirements, which help to curb excessive zeal
on the part of both issuers and potential investors, zeal we encounter from time to time in the course of
our business and have to temper.

We suggest the following amendments be considered:
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Proposed MI45-111 2025-12-05

1.  Most of our experience with the existing exemptions is that they permit those qualified by
reason of education and/or experience to participate in accredited investor rounds while not
qualifying as accredited investors.

The proposed instrument proposes accepting the investor’s word on both qualification and
suitability, absent some reason to apprehend that the investor’s assertions are false or misleading.
We can understand that this simplifies the process in some cases.

However, as a matter of policy, Equivesto confirms the qualifications of self-certified investors
under the current rules and conducts a suitability assessment. We suggest that the involvement of
a registered dealer in the process allows for a two-tiered limit, similar to the two-tiered limit for
eligible investors in an offering memorandum issue in Alberta, New Brunswick, Nova Scotia,
Ontario, Quebec and Saskatchewan under section 2.9(2.1) of National Instrument 45-106.

We recommend that a self-certified investor be permitted to purchase up to $100,000 per year
under the exemption provided that a registered portfolio manager, investment dealer or exempt
market dealer has confirmed the investor’s qualifications and determined that the investment is
suitable.

There are many investors who do not qualify as accredited investors for whom investments in that
amount may be suitable. For example, some of our clients have multi-million dollar portfolios of
real estate properties without reaching the $5 million net worth necessary to qualify as accredited
investors.

2. The qualifying employment criteria include two categories based on the investors business
history that do not necessary develop an understanding of capital markets and risks
(qualifying criteria a. and c.) and one that does (qualifying criterion b.) All have the same 5-
year experience requirement. We recommend reducing to two years the requirement for
those whose employment exposes them to business valuation and risk assessment, i.e. those
meeting criterion b. We suggest that the additional requirement that the investor have
participated in the investment decisions of the business for at least one year supports the
reduction of the overall employment period. These kinds of business do not, in their own
interests, permit participation in investment decisions by those employees they do not judge
as having the understanding or capacity to make those kinds of decisions.

3. Qualification d. is the only one with a geographic requirement. We suggest that the practice of
law in any jurisdiction providing advice on financings and distributions of securities or
mergers and acquisitions should be a sufficient qualification. The exemption is not about the
provision of advice to issuers in which knowledge of the relevant Canadian laws and
regulations is a requirement, but about a purchaser’s experience in respect of financings and
distributions, which we suggest can be gained outside of Canada but be applied to
distributions in Canada.

4.  The proposed instrument requires retention of the risk acknowledgement and confirmation
of qualifying criteria for eight (8) years. This is at odds with the seven (7) year requirement
for all other documents in section 11.6(1) of National Instrument 31-103.

Thank you for your consideration of these comments.

SincerelYs,.

Moy amdor Mavsink
ATexahaerisisink
CEO & UDP



Argentina Beltran

Founder & CEOQ, InclusifAl Inc.
145 % Church St. Unit 5
Toronto, ON,M5B 1Y4
hello@inclusifai.com

Dec 11, 2025

Canadian Securities Administrators,
c/o Ontario Securities Commission
20 Queen Street West, 22nd Floor
Toronto, ON M5H 3S8

Re: Proposed Multilateral Instrument 45-111 Self-Certified Investor Prospectus Exemption
Dear Members of the Canadian Securities Administrators,

Thank you for the opportunity to provide comments on Proposed Multilateral Instrument 45-111
and the accompanying Companion Policy.

InclusifAl Inc. is a Canadian company building founder-facing funding infrastructure to help
early-stage companies understand funding options, match to appropriate capital sources, and
track their fundraising journey across grants, programs, and private capital. InclusifAl does not
act as a dealer, advisor, or intermediary in securities transactions. Our perspective is informed
by direct, ongoing engagement with early-stage founders in Ontario and across Canada,
particularly women and other founders who are frequently excluded from traditional capital
pathways despite being capable operators and business builders.

We support the intent of Proposed MI 45-111 to modernize early-stage capital formation while
maintaining appropriate investor protection. From a founder-side perspective, access to early
capital is often constrained not by a lack of investor interest, but by narrow eligibility definitions
that exclude capable participants.

We support the inclusion of reasonable annual investment limits under the self-certified investor
exemption as an important investor protection mechanism. However, we encourage the
Canadian Securities Administrators to consider whether limits could be structured to better



reflect an investor’s demonstrated sophistication and experience, rather than applying a single
flat threshold. A proportional approach that recognizes different profiles of self-certified investors
may help balance protection with access, particularly in early-stage and community-based
financing contexts.

We encourage careful calibration of the qualifying criteria to avoid unintentionally excluding
individuals with relevant experience who do not fit traditional or institutional profiles. In our work
with founders, we regularly encounter sophisticated operators, advisors, and industry
professionals who understand business risk, valuation, and long-term company building, yet
remain outside accredited investor definitions. Ensuring that qualifying criteria capture real-world
experience, not only formal credentials, will be important to achieving the policy objective of
expanding access without undermining investor protection.

We support the principle of self-certification, provided that risk acknowledgements and
disclosures are clear, plain-language, and consistently applied. From a systems perspective,
simplicity matters. Complex or ambiguous certification processes can create friction that
disproportionately affects early-stage issuers and smaller investor groups. Clear guidance on
acceptable documentation and standardized forms will help reduce confusion and support
compliant adoption.

While the proposed instrument establishes a legal framework, its effectiveness will depend in
part on the availability of tools and processes that help participants understand and apply the
exemption correctly. We believe there is an implementation gap between rule design and
real-world adoption. CSA could consider supervised experimentation, including through
TestLab: Early-stage Capital, to evaluate how founder-facing infrastructure can support clearer
investor education, standardized intake and disclosures, and outcome tracking, without
displacing the roles of registered intermediaries, legal counsel, or regulators.

We appreciate the Canadian Securities Administrators’ efforts to modernize the exempt market
in a way that balances access and investor protection, and we would welcome the opportunity
to continue contributing founder-side insights as this proposal evolves.

Sincerely,

ABelbran

Argentina Beltran
Founder & CEO, InclusifAl Inc.
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Monday, December 15, 2025

By email: comments@0OSC.gov.on.ca

The Secretary

Ontario Securities Commission
20 Queen Street West

22nd Floor, Box 55

Toronto, Ontario M5H 358

And

Alberta Securities Commission

Financial and Consumer Affairs Authority of Saskatchewan

Financial and Consumer Services Commission of New Brunswick
Manitoba Securities Commission

Nova Scotia Securities Commission

Ontario Securities Commission

Financial and Consumer Services Division, Department of Justice and Public Safety, Prince
Edward Island

Office of the Superintendent of Securities, Newfoundland and Labrador
Office of the Superintendent of Securities, Northwest Territories

Office of the Superintendent of Securities, Nunavut

Office of the Yukon Superintendent of Securities

Re: Participating Canadian Securities Administrators (CSA) Jurisdictions’ Proposed Multilateral
Instrument 45-111 Self-Certified Investor Prospectus Exemption; and Proposed Companion
Policy 45-111 Self-Certified Investor Prospectus Exemption; and Proposed Consequential
Amendments to National Instrument 45-106 Prospectus Exemptions and National Instrument
45-102 Resale of Securities; and Proposed Consequential Changes to Companion Policy 45-
106CP Prospectus Exemptions, issued on September 25, 2025
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The Canadian Independent Finance and Innovation Counsel (CIFIC) appreciates the opportunity
to provide comments to the CSA on proposed multilateral instrument 45-111 Self-Certified
Investor Prospectus Exemption and related changes (the Proposal).

The Canadian Independent Finance and Innovation Counsel represents more than 40 national
Investment Dealers and their industry’s position on securities regulation, public policy, and
industry issues. We represent notable CIRO-regulated Investment Dealers in the Canadian
securities industry.

Harmonization

The industry strongly welcomes harmonization initiatives, as they meaningfully simplify
compliance for Investment Dealers and, in turn, help reduce costs for investors. For such
initiatives to be effective, however, it is essential that all Canadian jurisdictions participate. Any
gaps or inconsistencies in application across jurisdictions create unnecessary complexity,
operational burden, and inefficiency for market participants.

Proposed Harmonized Framework

The Investment Dealers we represent agree with the objectives of the Proposal and support the
introduction of a harmonized self-certified investor exemption across participating jurisdictions.
We also encourage the provinces that are not currently participating in this initiative (Québec and
British Columbia) to consider adopting the exemption in due course. A truly harmonized
framework across all jurisdictions would further enhance regulatory consistency, reduce
administrative burden, and ensure equal access to investment opportunities for issuers and
investors across Canada.

Expanded Criteria and Investor Protection

The Investment Dealers we represent support the broadened access provided through this
prospectus exemption, which enables investors to participate based on their certified financial
education and investment experience. We note that investor protection remains firmly
embedded in the framework through mandatory risk disclosures, investor certification
requirements, filing and record-keeping obligations, and reasonable investment limits, all of
which help ensure that self-certified investors are both informed of, and prepared for, the risks
inherent in prospectus-exempt securities.

We support the proposed use of investor self-certification and the accompanying risk
acknowledgement, provided that the purpose and implications of these documents are clearly
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explained and well understood by investors. In this context, we also believe that expanding the
available conditions under the exemption is sensible and appropriately aligned with investor
access objectives.

Finally, we acknowledge that where Dealers are involved, existing know-your-client (KYC) and

know-your-product (KYP) obligations continue to apply in full and remain an important investor
protection safeguard.

Capital Formation and Investor Protection

The initiative strikes a reasonable balance between facilitating capital formation and maintaining
appropriate investor protection measures. From the perspective of Investment Dealers, this
proposal would enhance market efficiency and accessibility by providing a broader investor base
for small and growing businesses while maintaining robust disclosure and certification
requirements. A harmonized framework would also reduce regulatory fragmentation, operational
complexity, and compliance costs associated with differing provincial exemptions.

Growth in Capital Markets

The Investment Dealers we represent support measures that responsibly expand investment
opportunities for knowledgeable investors and encourage innovation and capital growth within
Canada’s capital markets. We believe the proposed exemption achieves these goals by
establishing clear eligibility criteria, appropriate investment limits, and a pathway toward greater
harmonization across jurisdictions.

Conclusion

We commend the CSA for taking this step toward greater harmonization and flexibility as it
reduces friction for the industry. We look forward to continued engagement.

Thank you for considering our comments on this important consultation.
As always, we are available to discuss the content of this submission further, address any concerns

you may have, or provide additional information as needed. Your feedback is invaluable to us, and
we are committed to ensuring that we all achieve our objectives effectively and efficiently.



Please feel free to contact me at annie@cific.co with any questions, comments, or to schedule a
call to discuss any aspects of the letter or explore potential next steps. We look forward to our
continued collaboration on this matter.

Sincerely,

A.Sinigagliese

Annie Sinigagliese, CPA, FCSI

Canadian Independent Finance and Innovation Counsel Inc.
Conseil Indépendant Finance et Innovation du Canada Inc.
www.cific.co
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OZIEL LAW

| 0 Z I E L L A W 77 Bloor Street West, Suite 1220

Toronto, Ontario, Canada, M5S 1M2
(416) 900-0882

December 23, 2025
DELIVERED VIA EMAIL

Alberta Securities Commission;

Financial and Consumer Affairs Authority of Saskatchewan;

Financial and Consumer Services Commission of New Brunswick;
Manitoba Securities Commission;

Nova Scotia Securities Commission;

Ontario Securities Commission;

Financial and Consumer Services Division, Department of Justice and Public Safety, Prince
Edward Island;

Office of the Superintendent of Securities, Newfoundland and Labrador;
Office of the Superintendent of Securities, Northwest Territories;

Office of the Superintendent of Securities, Nunavut; and

Office of the Yukon Superintendent of Securities

c/o The Secretary

Ontario Securities Commission
20 Queen Street West

22nd Floor, Box 55

Toronto, Ontario M5H 3S8

Fax: (416) 593-2318

E-mail: comments@osc.gov.on.ca

Dear Sirs/Mesdames:
Re:  CSA Multilateral Notice and Request for Comment:

— Proposed Multilateral Instrument 45-111 Self-Certified Investor Prospectus Exemption
and Proposed Companion Policy 45-111 Self-Certified Investor Prospectus Exemption; and

— Proposed Consequential Amendments to National Instrument 45-106 Prospectus
Exemptions and National Instrument 45-102 Resale of Securities; and Proposed
Consequential Changes to Companion Policy 45-106CP Prospectus Exemptions

We are writing in response to the above-noted notice and request for comment. We thank you for
the opportunity to provide the following comments.

We respectfully request that the CSA clarify how a special purpose vehicle (“SPV”’) comprised of
self-certified investors would be treated under the private issuer exemption in Subsections 2.4(2)
and 2.4(2.1) of National Instrument 45-106 - Prospectus Exemptions (“NI 45-106”), as amended
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| 0 Z I E L L A W 77 Bloor Street West, Suite 1220

Toronto, Ontario, Canada, M5S 1M2
(416) 900-0882

by the proposed consequential amendments (as amended, “Proposed NI 45-106""). Specifically,
which category of Subsections 2.4(2) and 2.4(2.1) of the Proposed NI 45-106 would an SPV be
captured? We note that Section 4 of the Companion Policy 45-111 - Self-Certified Investor
Prospectus Exemption (“Proposed CP 45-111") to Proposed Multilateral Instrument 45-111 - Self-
Certified Investor Prospectus Exemption (“Proposed MI 45-111") confirms that, under subclause
2.4(1)(b)(i1) of Proposed NI 45-106 and absent discretionary exemptive relief, where an SPV is
created solely to purchase or hold securities of a private issuer, each beneficial owner or
beneficiary of the SPV must be counted separately towards the 50-security holder limit applicable
to private issuers. As such, while Proposed CP 45-111 acknowledges the possibility that an SPV
comprised of self-certified investors may participate in a financing of an issuer using the private
issuer exemption under Section 2.4 of Proposed NI 45-106, it is not clear where this is explicitly
contemplated in the proposed consequential amendments in Proposed NI 45-106. Does the CSA
intend that the definition of “permitted designate™ of a self-certified investor be broad enough to
capture SPVs (i.e., an SPV being a “holding entity” that is controlled by multiple self-certified
investors), and therefore an SPV comprised of a group of self-certified investors would fit
comfortably under proposed Subsections 2.4(2)(i.1) and 2.4(2.1)(i.2) of Proposed NI 45-106? If
not, it would appear that Subsections 2.4(2) and 2.4(2.1) of Proposed NI 45-106 would need a
further category to capture SPVs.

We also respectfully recommend that, by means of Proposed NI 45-106, the CSA extend to SPVs
that are majority owned or controlled by self-certified investors the same benefits currently
afforded to syndicated entities of accredited investors under NI 45-106. In particular, we encourage
the CSA to consider expanding Subsections 2.4(2)(j) and 2.4(2.1)(j) of Proposed NI 45-106 to
explicitly include new paragraphs (i.1) and (i.2), respectively. This would make it clear that
distributions to SPVs that are majority owned or controlled by self-certified investors are permitted
under the private issuer exemption. While Proposed MI 45-111 expressly contemplates
distributions to SPVs in which all owners of interests in the SPV (except voting securities required
by law to be held by directors) are self-certified investors, extending parallel treatment to SPVs
that are majority owned or controlled by self-certified investors under the guardrails of the private
issuer exemption would (i) be consistent with the treatment currently afforded to syndicated
entities of accredited investors under Section 2.4 of NI 45-106, and (ii) align with the policy
objective of enabling earlier-stage companies to access a wider pool of capital.

Yours truly,

Stephanie Sung
Associate, Oziel Medina LLP
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Response to CSA Consultation on Proposed Ml 45-111
Self-Certified Investor Prospectus Exemption

December 30, 2025
By email: comments@osc.gov.on.ca

The Secretary

Ontario Securities Commission
20 Queen Street West

22nd Floor, Box 55

Toronto, Ontario

M5H 358

And:

Alberta Securities Commission

Financial and Consumer Affairs Authority of Saskatchewan

Financial and Consumer Services Commission of New Brunswick
Manitoba Securities Commission

Nova Scotia Securities Commission

Ontario Securities Commission

Financial and Consumer Services Division, Department of Justice and Public Safety, Prince
Edward Island

Office of the Superintendent of Securities, Newfoundland and Labrador
Office of the Superintendent of Securities, Northwest Territories

Office of the Superintendent of Securities, Nunavut

Office of the Yukon Superintendent of Securities

Re: Participating Canadian Securities Administrators’ Proposed Multilateral Instrument 45-111

Self-Certified Investor Prospectus Exemption, Companion Policy 45-111CP, and Related
Amendments to NI 45-106 and NI 45-102 (the “Proposal”).

1. INTRODUCTION AND STANDING
Angel Investors Ontario (“AlO”) appreciates the opportunity to comment on the Proposal and,

in particular, on the CSA’s initiative to harmonize the Self-Certified Investor Prospectus
Exemption (“SCIPE”) across participating jurisdictions.

l|Page
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| submit this response in my capacity as Executive Chair of Angel Investors Ontario, and as an
Exempt Market Dealer Registrant with NorthCrest Partners Inc., where | serve as Ultimate
Designated Person (UDP), Chief Compliance Officer (CCO), and Dealing Representative (DR).

I have worked continuously in the Canadian financial services sector since 1987, including roles
as an investment analyst, senior executive, and compliance officer, and | have been registered
with the Ontario Securities Commission for approximately 27 years of that period. | have also
served as a volunteer director of AlO for approximately 13 years, within an organization that
has supported Ontario’s early-stage innovation ecosystem for over 18 years.

2. ABOUT ANGEL INVESTORS ONTARIO AND THE EARLY-STAGE MARKET CONTEXT

Angel Investors Ontario is a not-for-profit umbrella organization representing 18 organized
angel investor groups across Ontario, with 1,800 accredited investors, that over its 18 years of
existence have collectively invested $800 Million into entrepreneurs and their early-stage
innovation. AlO’s mandate is to strengthen early-stage capital formation through investor
education, standardized screening and diligence practices, and collaboration across the
innovation ecosystem.

AlO member groups collectively invest in Ontario-based startups primarily at the pre-seed and
seed stages, often providing the first significant third-party capital alongside mentorship,
governance guidance, and sector expertise. These investments occur at the highest-risk stage of
capital formation and are essential to building a viable pipeline of de-risked companies capable
of attracting later-stage venture capital.

3. OVERARCHING POLICY CONTEXT: MARKET INTEGRITY AND INVESTOR PROTECTION

AlO submits that the integrity of Canadian capital markets has never been more important,
both domestically and internationally. Investor protection is a foundational component of that
integrity and of Canada’s global reputation as a safe and well-regulated jurisdiction in which to
deploy capital.

Recent geopolitical and macroeconomic uncertainty has increased investor sensitivity to risk
across both public and private markets. In this context, regulatory initiatives that expand access
to capital must continue to demonstrate clear and proportionate investor protection
safeguards.

We submit that the Proposal appropriately reflects this balance and that the SCIPE exemption,

as contemplated in proposed MI 45-111, advances capital formation objectives while
maintaining robust guardrails.
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4. CAPITAL FORMATION, INNOVATION, AND THE CANADIAN PRODUCTIVITY CHALLENGE.

Canada faces a well-documented commercialization gap. It is widely estimated that
approximately $55 billion is spent annually on research, much of it within Canadian
universities, colleges, hospitals, and research institutions, yet only approximately 1% of this
research is commercialized.

This gap contributes directly to Canada’s persistently low productivity and GDP growth rates.
Early-stage startups form the top of the venture pipeline, and angel investors play a critical role
in de-risking ventures over a two- to three-year horizon, enabling them to reach a stage where
institutional venture capital can be attracted.

In the current market environment:

e Many Canadian VC funds have experienced sub-market performance, limiting their
ability to raise successor funds to invest in new angel funded and mentored startups.

e Startups report fewer domestic VC options and increasingly seek capital outside
Canada.

e Ontario lacks both a targeted angel investor tax credit (such as British Columbia’s long-
standing program) and a provincial seed-stage co-investment fund comparable to those
in Québec.

These ecosystem gaps heighten the importance of regulatory measures—such as the SCIPE
exemption—that responsibly expand early-stage capital availability.

5. EXPERIENCE WITH THE SCIPE EXEMPTION DURING THE INITIAL PILOT PERIODS

AlO welcomed the initial introduction of the SCIPE exemption approximately three years ago
and actively supported its implementation. During the pilot phase, AlO:

o Facilitated direct engagement between angel groups and OSC outreach staff.
e Published multiple educational communications explaining the mechanics and
limitations of the exemption.

Initial uptake was modest during the first 18 months. Angel groups identified several practical
uncertainties, including:

¢ How SCIPE investors should be integrated alongside Accredited Investors (“Al”). The
new proposal nicely states that SCIPE investors fall on the list of Private Issuer
Exemptions, so they act more inline with Als.

e Whether SCIPE investors should pay comparable angel group membership fees.
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o Whether angel group managers bore responsibility for monitoring the annual
investment limits applicable to SCIPE investors under the exemption.

Over time, market practices evolved. Most groups now charge SCIPE investors the same fees as
Als and provide equivalent access to deal flow. Importantly, the SCIPE exemption has facilitated
the introduction of a younger investor demographic into angel groups, addressing an aging
membership profile. In addition, SCIPE has attracted a potential group of younger sector or
market specialists that can assist in enhancing the collective due diligence capabilities of the
organised angel groups.

RESPONSE REQUEST FOR QUESTIONS B-6.
Q1- Investment Limits and Diversification (Proposed Ml 45-111, Investment Limits)

AlO previously supported an increase in the SCIPE annual investment limit to $60,000,
reflecting the practical realities of early-stage financings.

In practice:

e Many startups request minimum investment amounts of $25,000. Special Purpose
Vehicles (“SPV”s) are being used sometimes to aggregate smaller investments.

e Angel investing best practice emphasizes diversification across multiple issuers.

e Experienced angels often deploy capital in tranches over time, sometimes spanning
multiple years. AlO suggests that an investor allocate funds to a company, but keep
back half to two thirds of it for potential important follow-on investments.

Angel groups expressed concern that a $30,000 annual limit could result in SCIPE investors
allocating a disproportionate amount of their annual capacity to a single issuer, contrary to
diversification principles. Several studies in USA angel groups have shown that having a
ultimate diversified portfolio of 10 to 15 startups achieves the maximum return over a 10-to-
15-year period. This recognizes that a small portion of companies ultimately produce the
majority of the return. These studies have also indicated that the greater time spent by
investors in performing due diligence also increases the overall expected portfolio return.
Finally, investors who concentrate on investments in their sector of expertise achieve even
better returns.

AlO encourages the CSA to consider:
e A higher annual aggregate limit (e.g., $60,000), coupled with
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e A per-issuer annual cap (e.g., no more than $25,000 invested in the same issuer within a
12-month period)

Such an approach would align investor protection objectives with real-world investment
behaviour.

Dealer Involvement and Higher Annual Limits

AlO supports the concept of permitting a higher annual SCIPE investment limit (e.g., up to
$100,000) where a registered dealer is involved in all transactions undertaken by the investor.

However, we note practical constraints:

e Asingle dealer is rarely involved across multiple angel investments.

e Most angel rounds proceed without EMD involvement.

e Situations where dealer participation is used after the investor uses up their $50,000
limit and wants to add a further $50,000 investment. This variable limit may confuse
the practical benefit of KYC/KYP oversight.

While we acknowledge the investor protection benefits associated with dealer involvement, the
framework should reflect the structure of early-stage private markets.

Q2 & Q3 - Forms 45-111 F2 and 45-111 F3

Form 45-111F2 is sufficient but Form 45-111F3 needs to be provided in advance in order to
enable investors to ponder the risk questions with sufficient time to seek guidance.

Q4 - Qualifying Criteria - Subject Market, or Sector Expert SCIPE Category

AIO strongly supports the inclusion of the “subject market /sector expert” category within the
SCIPE eligibility framework.

In organized angel groups, many promising investment opportunities do not proceed because
no member volunteers to lead the due diligence process. Subject matter experts can play a
critical role by:

e Coordinating diligence efforts.

e Assessing technical, regulatory, or market risks.

¢ Providing leadership that enables other investors to complete their own independent
analysis.
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o Subject matter experts tend to achieve better returns when investing in their area of
expertise.

We note that angel groups do not provide buy recommendations, valuations, or investment
advice. Each investor remains responsible for conducting their own diligence and making their
own investment decision, consistent with the principles articulated in Companion Policy 45-
111CP.

Qualifications and Investor Sophistication

AlO is generally supportive of the proposed qualification framework for SCIPE investors and
strongly endorses the Canadian Securities Course (CSC) and the Exempt Market Proficiency
Exams as standalone robust and standardized educational foundation for immediate SCIPE
without further employment experience.

Based on decades of industry experience, AlO submits that:

¢ Financial capacity alone does not equate to investment sophistication.
¢ Accredited Investor thresholds measure ability to absorb losses, not analytical
competence.

Notably, non-accredited investors today may freely trade high-risk public securities—including
junior issuers—often with limited suitability oversight and with risk profiles that may exceed
those of early-stage private issuers. Many investors do not avail themselves of the disclosure
documents that listed issuers must disclose.

In this context, it is reasonable and proportionate to afford appropriately qualified individuals
measured access to private market opportunities through the SCIPE exemption.

ADDITIONAL COMMENTS
Annex F — Local Matters — OSC Item 2 — Local Amendments -

AlO applauds the OSC Rule 45-501 “to extend the liability for a misrepresentation in an offering
memorandum to any offering memorandum delivered in connection with this”. We recognize
that the SCIPE is designed to create a risk appropriate means to enable companies to raise
more capital and much of the discussion is on the investor acknowledging risks. However, we
have long suggested to startups that the typical pitch deck needs to be thoroughly checked for
errors and unsubstantiated statements, and that appropriate risk statements should be added.
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We indicate that negative affect of companies having to pay back funding hurts both the
investor and the company. We suggest this warning to startups be better advertised starting
at the most early of startups who sometimes believe they can selectively abide by securities
regulations.

AlO also supports that local amendment to NI-45-106 Private Exemption to enable SCIPE
investors to be on the list of possible purchasers, and enable SCIPE investors to sell their

otherwise locked shares to other SCIPE investors prior to an Initial Public Offering or similar
event.

CONCLUSION

AlO supports the harmonized adoption of the SCIPE exemption as set out in proposed MI 45-
111 and Companion Policy 45-111CP. We submit that the exemption represents a constructive
and balanced approach to expanding early-stage capital formation while maintaining

appropriate investor protection safeguards.

With thoughtful refinements, the SCIPE framework can play a meaningful role in strengthening
Canada’s innovation pipeline at a time when domestic capital deployment is particularly critical.

We appreciate the opportunity to comment and would welcome continued engagement with
CSA staff.

Sincerely,

Mark A. Lawrence, P.Eng., MBA, CFA
Executive Chair, Angel Investors Ontario &

Ultimate Designated Person, Chief Compliance Officer & Dealing Representative
NorthCrest Partners Inc. — an Exempt Market Dealer

Angel Investors Ontario, 325 Front Street West, Toronto, Ontario, M5V 2Y1, 416-628-1458

NorthCrest Partners Inc. 10 York Ridge Road, Toronto, Ontario, M2P 1R7
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OSC B.6 Request for Comments

Organization: Startup Dinner Club (SDC)
Date: January 4, 2026

About Us: Startup Dinner Club is a non-profit angel group dedicated to serving self-certified
investors across Ontario. We bring together early-stage startup founders with angel investors
who want to help them succeed. Founded in 2024, we host in-person events as well as
educational workshops and investment programs. Learn more and sign up at startupdinner.club

SDC would like to submit the following response to the OSC’s request for comments, B.6.1 CSA
Muiltilateral Notice and Request for Comment — Proposed Muiltilateral Instrument 45-111 Self-
Certified Investor Prospectus Exemption and Proposed Companion Policy 45-111 Self-Certified
Investor Prospectus Exemption; and Proposed Consequential Amendments to National
Instrument 45-106 Prospectus Exemptions and National Instrument 45-102 Resale of
Securities; and Proposed Consequential Changes to Companion Policy 45-106CP Prospectus
Exemptions

1. The FCAA received feedback in its July 2024 survey on the FCAA General Order that the
annual investment limit of $30,000 per investor under the FCAA General Order was too low.
The OSC, as part of the OSC TestLab Initiative, received feedback that the annual investment
limit of $30,000 under Ol 45-507 is too low and that the associated legal and compliance costs
incurred by issuers are a disincentive for businesses to accept smaller cheques and for exempt
market dealers to facilitate these transactions. We have proposed a higher investment

limit under the Proposed Instrument. The Qualifying Criteria in the Proposed Instrument are
intended to “demonstrate financial and investment knowledge” and in this way can be viewed as
a form of investment sophistication and a rational extension from the Accredited Investor
Exemption. However, in setting a limit on investment under the Proposed Instrument, we
recognized that a policy rationale for the Accredited Investor Exemption is the ability to
withstand loss. Purchasers investing under the Proposed Instrument are likely not accredited
investors and can be assumed to have annual income of less than $200,000.

a. Is the aggregate annual investment limit of $50,000 appropriate? SDC supports the
proposed increase in the annual investment limit to $50,000. The feedback that we have
heard from our membership aligns with the feedback that the FCAA and OSC have
received, particularly due to the high amount of effort required to facilitate investments in
early-stage companies (ex. Due diligence, deal sourcing, investor updates post-
investment). Self-certified investors participate in the same funding rounds as accredited
investors, meaning that placing a low investment threshold on only self-certified
investors disadvantages their potential for future return in comparison to accredited
investors investing in the same company at the same stage with the same amount of due
diligence effort required.



b. Are additional or alternative conditions necessary to specifically address an investor’s ability
to withstand loss? SDC believes that angel groups have an important role to play in
educating angel investors on topics such as the potential for investment loss when
investing in early-stage startups. For self-certified investors especially, we believe that
angel groups provide a vital platform to learn about investment risk. In addition, we
strongly support the ability of self-certified investors to use an SPV when investing in
early-stage startups. Pooling their investment dollars with other angel investors is
especially beneficial for self-certified angel investors because this will increase their
likelihood of being included in the funding round of stronger investment opportunities
(ex. An individual self-certified investor investing $10,000 in a company is less attractive
compared to an SPV of 10 self-certified investors investing a total of $100,000 at $10,000
each. Companies that are a safer investment due to their underlying fundamentals will be
less likely to accept a smaller cheque size as they are more likely to have multiple
investor options). SDC supports the use of SPVs to level the playing field for self-
certified investors competing for high-quality lower risk investment opportunities, and as
such, would recommend that SPVs consisting of self-certified investors count only as
one entity on a startup’s cap table, rather than having each individual investor listed and
counted towards the 50 holder cap. If the policy goal is to specify a limit in the number of
investors able to participate in an SPV, we recommend that the OSC and CSA consider
setting a maximum number of investors per SPV (ex. 30 investors max per SPV with each
investor investing up to $50,000). SDC would also like to raise the issue of the
substantial legal fees required to set up each SPV, which provide a disincentive and
barrier to self-certified investors who invest in multiple companies a year or in the same
company through multiple SPVs as the company scales. We encourage the OSC and
CSA to work with industry groups to consider methods to facilitate non-profit angel
groups who want to organize and coordinate a standard SPV formation process for angel
investors with the goal of lowering set up costs per investment because these legal fees
do not lower the investment risk or increase investment returns (ex. They are high
administrative costs that are charged for each SPV, disincentivizing angel investors from
investing in multiple different companies to lower their portfolio investment risk).



Response to CSA Consultation on Proposed Ml
45-111 Self-Certified Investor Prospectus Exemption

January 4, 2025

Sent by email to: comments@osc.gov.on.ca

To the attention of:

The Secretary

Ontario Securities Commission
20 Queen Street West

22nd Floor, Box 55

Toronto, Ontario M5H 3S8

And circulated by the Secretary to the:

Alberta Securities Commission

Financial and Consumer Affairs Authority of Saskatchewan

Manitoba Securities Commission

Financial and Consumer Services Commission, New Brunswick

Nova Scotia Securities Commission

Financial and Consumer Services Division, Justice and Public Safety, Prince Edward Island
Office of the Superintendent of Securities, Newfoundland and Labrador
Office of the Superintendent of Securities, Northwest Territories

Office of the Yukon Superintendent of Securities

Office of the Superintendent of Securities, Nunavut

RE: Response to CSA Multilateral Notice and Request for Comment on Proposed Multilateral
Instrument 45-111 Self-Certified Investor Prospectus Exemption

| am writing to provide feedback on the proposed Multilateral Instrument 45-111 Self-Certified
Investor Prospectus Exemption published for comment on September 25, 2025.


mailto:comments@osc.gov.on.ca

1. Introduction

Yukon Venture Angels appreciates the opportunity to comment on the proposed Multilateral
Instrument 45-111 Self-Certified Investor Prospectus Exemption and related amendments.

Yukon Venture Angels is a not-for-profit angel investment organization based in the Yukon
Territory. Our mandate is to make private investing in the North easy through a community of
people, easy to use tools, and accessible, applicable deal flow. We prioritise tools that are
understandable and which lower barriers of entry to investors while remaining safe and
compliant. We serve both accredited-investors and the investment curious. We also support the
growth of Yukon based and Northern operating companies that scale across provincial and
territorial borders. Our work spans investor education, assistance in understanding deal
structuring, deal flow pathways to our members, and policy advocacy related to investor
protection and market access in Northern and rural jurisdictions.

|, Ceara Crawford, submit this response in my capacity as Chief Executive Officer of Yukon
Venture Angels. Yukon Venture Angels and its staff are not acting as dealers, designates, or
anything similar. Ceara Crawford has worked extensively with innovation management and small
ventures since 2013 and alternative financial structures, including Venture Capital relations, since
2020.

While some participating jurisdictions have operated pilot programs related to self-certified
investor exemptions, the Yukon Territory has not. As such, our comments are informed by
operating in a non-pilot jurisdiction with limited population, limited local capital density,
constrained access to registered dealers/related professionals, and a strong reliance on
interprovincial and national investment participation.

This perspective is offered to ensure that the final framework functions effectively not only in
mature urban markets, but also in smaller, remote, and Northern economies that are an essential
part of Canada'’s venture and investment landscape.

MR



2. About Yukon Venture Angels and the Northern Context

Yukon Venture Angels is a not-for-profit angel investment organization established to help build a
functional, responsible private investment ecosystem in the Yukon. Our work spans investor
education, deal curation, early-stage capital formation, and policy advocacy. We strive to make
investing in the North easy; giving southern investors access to northern deal flow and providing
opportunities and education for Northern investors. We work closely with Angel groups and
entrepreneur ecosystems across Canada.

The Yukon is an emerging market. With a small population base (approx 47 000) and limited local
capital density, most Yukon-based ventures must access investors and customers outside the
territory in their growth phase. Likewise, many Yukon investors routinely invest outside the
territory due to limited local deal availability matching their investment thesis. Capital mobility
across provincial and territorial borders is therefore fundamental to the Northern economy.

Unlike larger jurisdictions, the Yukon does not benefit from a deep or layered private capital
ecosystem. Early-stage funding is fragmented and often reliant on government programs or First
Nations development corporations. Angel investment, venture capital, and structured private
financing remain underdeveloped and lack understanding by both founders and investors. Thus,
many viable Northern businesses remain undercapitalized, delay growth, and/or seek capital
outside Canada.

Yukon Venture Angels was created to help address these gaps by:

Building Northern and new investor literacy and confidence

Increasing the visibility and quality of investable opportunities
Supporting structured deal practices appropriate to small markets
Enabling responsible participation by both local and non-local investors

Our research highlights several structural realities that shape investment activity in the North.
Local deal flow is limited and irregular. Many businesses exploring investment or succession
initially pursue loans or personal arrangements rather than equity, often through informal
kinship-based financing. While relationship investment approaches reflect strong community
trust, they also limit scale, diversification, and risk transparency. One bad deal can sour an
investor or entrepreneur forever - Yukon Venture Angels works diligently to ensure these
relationships are entered into with knowledge and understanding.
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Yukon investors and entrepreneurs tend to exhibit high risk tolerance and practical
decision-making grounded in lived experience rather than formal credentials. Sector expertise is
often developed through intensive work in applied environments. In many cases, this expertise is
not captured by traditional educational or credential frameworks but is nonetheless highly
relevant to investment and/or industry specific risk assessment.

The Yukon has not participated in a formal pilot program related to the Self-Certified Investor
Prospectus Exemption. This means adoption of Ml 45-111 would represent first-time
implementation in a jurisdiction with limited access to registered dealers and limited existing
professional compliance infrastructure. Any framework adopted must therefore be clear, simple,
and workable without assuming urban market density or intermediary involvement.

The Yukon context underscores the importance of harmonization. Fragmented rules or
jurisdiction-specific interpretations create disproportionate friction in small markets and actively
discourage Canadian capital formation. For Northern ventures, regulatory complexity often makes
cross-border investing within Canada more difficult than raising capital internationally.

For these reasons, Yukon Venture Angels views MI 45-111 not only as a capital formation tool, but
as a test of whether Canada'’s regulatory framework can support investment in small, remote, and
emerging markets without unintended exclusion or administrative burden.




3. Responses to CSA Consultation Questions

Yukon Venture Angels’ responses are grounded in operational experience in a Northern, non-pilot
jurisdiction where private capital markets and venture supports are immature, professional
intermediaries are limited, and administrative burden has a disproportionate impact on
participation.

Our comments focus on whether the proposed framework can be implemented safely and
effectively in small, rural, and Northern markets without discouraging legitimate investment
activity or driving founders and investors outside Canada.

Question 1

RE An aggregate annual investment limit of $50,000

In the Yukon context, the proposed $50,000 aggregate annual investment limit is not the binding
constraint on investor participation. Deal availability and administrative friction are.

Yukon investors typically exhibit a high tolerance for risk and a practical understanding of loss.
This is consistent with a population that has historically self-selected into remote,
resource-based, and entrepreneurial environments. Many investors have experience with volatility
through business ownership, resource cycles, or frontier economic conditions.

We are concerned that the administration of annual investment limits introduces unnecessary
complexity for issuers and investors without providing a corresponding increase in investor
protection. Tracking, interpreting, and enforcing these individual investor limits creates friction
that disproportionately affects small markets. We do not see evidence that this specific figure
meaningfully improves outcomes.

Yukon Venture Angels does not believe additional conditions are necessary to assess an
investor’s ability to withstand loss. Clear, plain-language disclosure and informed consent are
more effective and more scalable safeguards than prescriptive numeric caps.
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Question 2 and Question 3

RE Form 45-111F2 (Risk Acknowledgement) and Form 45-111F3 (Information to Understand
Before Investing)

It is important that these forms remain useful tools for informed and compliant investing, not
administrative gatekeepers. By comparison, retail investors may buy publicly traded stocks and
bonds without annual investment caps or formal certification requirements, relying instead on
disclosure and market transparency.

If exempt market participation is to be expanded responsibly, the regulatory framework should not
impose greater administrative burden than is necessary to achieve informed consent. We believe
Forms 45-111F2 and 45-111F3, as written, are sufficient to achieve this objective. The language is
plain and direct. These forms do not dissuade or disclude potential investors while still asking for
active participation and understanding.

The checklist format is particularly effective, as it prompts investors to actively reflect on their
own risk tolerance rather than passively accepting dense issuer disclosure. The inclusion of a
reflection or remorse period is appropriate and supports informed decision-making without
adding friction. We would suggest a longer remorse period due to the limited connectivity and
access of information in rural and Northern communities.

We suggest that 45-1717F2 Section 4: Investor Risks may benefit from a slightly expanded checklist
or reference directly form 45-111F3 to explicitly outline:

e potential total loss of funds
e lack of liquidity
e potential legal consequences or limitations on recourse

These risks should, in our opinion, also be addressed in offering documents, but reinforcing them
at the investor acknowledgement stage improves clarity and consistency.

Overall, we view Form 45-111F2 as an effective balance of investor protection and usability and
do not support additional layers of acknowledgment beyond this form.

Likewise, we support the intent and tone of Form 45-111F3. As with Form 45-111F2, we believe
the checklist format should be retained and emphasized. This structure is more likely to be read
and understood than narrative or legalistic text, particularly for first-time investors.

We also recommend that both forms include clear contact information for the applicable local
securities authority, ensuring investors know where to direct questions or concerns.
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Question 4

RE Qualifying Criteria — Sector or Industry Expertise

We strongly support the inclusion of sector or industry expertise as a qualifying pathway under
the Self-Certified Investor Prospectus Exemption.

We do not believe additional conditions are required. Further layering of criteria would increase
administrative burden without meaningfully improving investor outcomes.

Instead, we support making high-quality investor education resources, such as the Canadian
Securities Investing course, widely available, rather than mandatory or gatekeeping. Informed
participation is better achieved through access and clarity than through exclusion.

In rural and Northern jurisdictions, experience is often a more accurate indicator of investment
sophistication than formal education or credentials. Many investors develop deep sector
knowledge through intensive, applied work in industries such as resource development,
infrastructure, logistics, construction, energy, and applied technology. This expertise is directly
relevant to assessing risk, execution, and timelines in early-stage ventures.

We caution against overly rigid reliance on formal degrees. Postsecondary systems, credentials,
and certifications continue to evolve, and narrowly defined requirements risk excluding individuals
with substantial and current expertise and international equivalents, while failing to recognize
emerging fields. Limited access to certifications and proctoring may also be problematic.

We caution against overly rigid reliance on fixed year-based thresholds. In several Northern, rural,
and industrial contexts, experience is accumulated through concentrated or rotational work that
may equate to full-time exposure in fewer calendar years. In these cases, hours of relevant
experience may be a more appropriate and flexible measure than elapsed time alone.
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Question 6

RE Qualifying Criteria and Additional Conditions

We do not believe that requiring an accredited degree directly aligned with an issuer’s industry or
sector is an effective or future-proof measure of an investor’s ability to assess investment risk.
As the objective is to capture meaningful expertise, the framework should prioritize experience
and applied knowledge over narrowly defined degrees and allow for interdisciplinary,
non-traditional, and emerging fields.

Many industries critical to Canada’s economy do not align neatly with formal degree programs.
This is especially true in industrial, resource, logistics, construction, and applied technology
sectors, as well as in rapidly evolving fields such as artificial intelligence and digital infrastructure.

Examples include experienced Class 1 operators, industrial specialists, applied technologists, and
individuals working in emerging roles where expertise is built through practice rather than formal
education. In these cases, experience and demonstrated sector knowledge are more relevant
indicators of investment sophistication than academic credentials.

Any reference to qualifying designations or credentials should explicitly allow for equivalent and
internationally recognized reciprocal certifications and/or experience/expertise. This flexibility is
necessary to reflect evolving credential systems, recognize international expertise, and avoid
freezing eligibility criteria in ways that quickly become outdated.

Yukon Venture Angels does not support the introduction of minimum income or liquidity
requirements as qualifying criteria. This serves only as an administrative burden gatekeeping early
investment and reflects the current accredited investor framework.

We believe investing in the future of Canada should be accessible to individuals based on
understanding and informed consent, not restricted by wealth thresholds. Financial capacity alone
is not a reliable proxy for investment knowledge or risk awareness.

Investor protection is better achieved through clear disclosure, education, and enforcement
against fraud, rather than by excluding capable participants through income or asset tests.
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Question 7

RE Alternative Report of Exempt Distribution (Alternative RED)

Our priority is to reduce, not increase, administrative burden for issuers, investors, and
volunteer-led organizations operating in small and Northern markets.

We do not see a compelling need to introduce or expand alternative Report of Exempt Distribution
(RED) frameworks at this time. Where alternative REDs have been available, they have not been
widely adopted, suggesting limited practical value.

Introducing additional reporting pathways risks:

e increasing complexity
e creating confusion for small issuers/investors
e discouraging participation by early-stage ventures

In jurisdictions like the Yukon, simplicity and clarity are essential. A single, consistent reporting
process is preferable to multiple optional frameworks that require interpretation or specialized
administrative capacity.

If the objective of MI 45-111 is to support responsible capital formation, reporting requirements
should remain straightforward, proportional, and workable for small markets without professional
compliance infrastructure.




Conclusion

Yukon Venture Angels supports efforts to expand eligibility and access to early-stage investment
in Canada. Any movement that enables more individuals to participate responsibly in early-stage
capital formation is a positive step for the Canadian economy.

Our intent in commenting on MI 45-111 is to help ensure that this instrument reduces friction
rather than introducing new administrative burdens or gatekeeping mechanisms. We support this
instrument as a harmonised effort across Canada. For the exemption to be effective, it must
make it easier and faster for ventures and investors to find ways forward together, particularly in
smaller and emerging markets.

In rural and Northern jurisdictions, creativity, innovation, and expertise often look different than in
mature urban centres. These regions nonetheless have meaningful purchasing power and a base
of committed, capable investors who are currently underserved by existing investment
frameworks. Early-stage investment support has historically been underrepresented in economic
development strategies in many of these regions, including the Yukon.

A well-designed self-certified investor framework presents an opportunity to address this gap. By
improving access to early-stage capital within Canada, regulators can help reduce the loss of
ventures and investment activity to international markets, including the United States, and support
the retention and growth of Canadian innovation.

Yukon Venture Angels welcomes continued dialogue and collaboration to ensure Ml 45-111
functions effectively across all regions of Canada.

Let's make investing in the North easy.
Sincerely,

Ceara Crawford
CEO, Yukon Venture Angels

305 Wood Street
Whitehorse, YT
Y1A2E7
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CANADIAN FORUM FOR FINANCIAL MARKETS
C FF' M FORUM CANADIEN DES MARCHES FINANCIER
Forum Canadien des Marchés Financiel www.CFFiM-FCMFi.ca

FCMFi

January 5, 2026

Submitted via E-Mail: comments@osc.gov.on.ca

The Secretary

Ontario Securities Commission
20 Queen Street West 22nd Floor
Toronto, Ontario M5H 3S8

Dear Sirs/Mesdames:

RE: PROPOSED MULTILATERAL INSTRUMENT 45-111, SELF-CERTIFIED INVESTORS PROSPECTUS
EXEMPTION AND RELATED AMENDMENTS (“SELF-CERTIFIED INVESTOR EXEMPTION")

The Canadian Forum for Financial Markets / Forum Canadien des Marchés Financiers (the “CFFiM”) is
dedicated to moving forward proposals to demonstrably grow healthy, competitive financial markets in
Canada for the greater good. We are a mission-first, values-driven, and reform-minded organization
committed to Canada’s broader economic interests.

The CFFiM supports the Participating Jurisdictions’ efforts to introduce a harmonized Self-Certified
Investor Exemption that expands on the exemptions that are currently available under provincial orders
in Alberta, Saskatchewan, Manitoba, and Ontario.

SUMMARY OF RECOMMENDATIONS

The CFFiM offers the following recommendations in support of the proposed Self-Certified Investor
Exemption:

(1) The proposed Information Form and Acknowledgement should be simplified.
(2) The education requirements should be both expanded and simplified.

(3) The expectation that the person or company distributing securities under the proposed
exemption must not know or be “reasonably expected to know” that the investor’s confirmation
or acknowledgement are “false or misleading” should be removed.

(4) The proposed $50,000 investment cap should be removed.

(5) Subject to the above amendments, the Self-Certified Investor Exemption should be adopted by
all members of the Canadian Securities Administrators (“CSA”) and have effect across Canada. A
harmonized approach is encouraged in order to improve the health and competitiveness of
Canada’s capital markets.
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A. BENEFITS OF THE SELF-CERTIFIED INVESTOR EXEMPTION

As it stands, issuers making use of a prospectus exemption are precluded from distributing securities to
investors that do not fall within a prescribed category of investor. Practically speaking, this limits the pool
of eligible investors for private issuers to “friends and family” of the issuer and wealthier Canadians who
qualify as accredited investors. Although these limitations were designed to maintain investor protection,
they have the adverse effect of excluding other Canadians from private equity markets including
knowledgeable and experienced investors. The Proposed Self-Certified Investor exemption would help
to address this disparity by creating a more inclusive private equity market.

In addition, the Self-Certified Investor Exemption provides issuers with the opportunity to access capital
from a larger and more diversified pool of investors. As a result of the limited exemptions that are
currently available, Canadian start-ups and other private companies are forced to rely on capital from a
relatively small number of private investors who qualify as accredited investors. Increasingly, the demand
for private capital in Canada is outstripping available sources, leading many companies to seek private
equity from investors in the United States.! The Self-Certified Investor Exemption could help alleviate
this problem by providing issuers with access to additional capital from Canadian investors including
through special purpose vehicles. This, in turn, could stimulate early-stage growth for issuers in Canada.

B. ADDRESSING CANADA’S COMPETITIVENESS

The proposed Self-Certified Investor Exemption properly and strategically contrasts with the narrower
exemptions found in the U.S. and U.K. Canada’s capital markets are smaller than the U.S. and U.K., with
fewer institutional investors relative to GDP.? The Self-Certified Investor Exemption would allow issuers
to reach a wider array of domestic investors considering Canada’s relatively small institutional base.

i) The United States

The SEC has limited the “self-certified” exemption to: “Any natural person holding in good standing one
or more professional certifications or designations or credentials from an accredited educational
institution that the Commission has designated as qualifying an individual for accredited investor status.”3
In practice, this includes investment professionals in good standing with a Series 7 (General Securities
Representative License), 65 (Investment Adviser Representative License), or 82 licence (Private Securities
Offerings Representative License), directors, executive officers, and general partners of the company
selling the securities, and knowledgeable employees of an investment fund.*

The scope of this exemption has been criticized as being too restrictive and exclusionary, locking out most
Americans from private market investments, entrenching wealth inequality, and limiting capital
formation for smaller issuers.> For example, former SEC Commissioner Hester Peirce expressed concern
about excluding capable investors who lack specific listed credentials.®

1 Ari Pandes and Daniel Wilson, “To fix Canada, we must fix our troubled market”, Globe and Mail (Dec 1, 2025).

2The U.S. accounts for a dominant share of global market capitalization, with Canada’s share significantly smaller and broadly
similar to or lower than the U.K. The U.S. equity market alone accounts for roughly half of worldwide listed equity value, whereas
Canada represents around 2.7 % and the UK around 3.5 %; SIFMA, 2025 Capital Markets Fact Book (2025), at p. 7.

3 SEC, Commodity and Securities Exchange Act, Requlation D — Rules Governing the Limited Offer and Sale of Securities, § 230.501.
4 SEC, Accredited Investors

5 Jennifer J. Schulp, Cato Institute, testimony before the U.S. House Financial Services Subcommittee on Capital Markets (2023);
Cato Institute publication: Removing Barriers to Small Business Capital Formation and Expanding Investor Opportunities.

6 SEC Commissioner Hester M. Peirce, Statement on Amending the “Accredited Investor” Definition (August 26, 2020).
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ii) The United Kingdom

In the U.K., the self-certification exemption is limited to individuals who have: (a) worked in a professional
capacity in the private equity sector, or in the provision of finance for small and medium enterprises in
the last two years; (b) been a director of a company with an annual turnover of at least £1 million in the
last two years; (c) made two or more investments in an unlisted company in the last two years; and/or
(d) been a member of a network of business angels for more than 6 months.”

This self-certified “sophisticated investor” exemption in is widely considered to be overly restrictive,
effectively limiting the pool of eligible investors, in a manner that is unreflective of investor knowledge
and too limiting for small-scale capital raising.® Concerns have also been raised regarding heavier
verification burdens, in addition to the strict criteria, as creating barriers to review and capital raising by
reducing engagement by investors and industry participants.®

C. RECOMMENDATIONS

i) Information Form and Acknowledgement

This proposal contemplates that issuers will be required to provide prospective investors with Form 45-
111F3, Information to Understand before Making an Investment (the “Information Form”) prior to
investing under the Self-Certified Investor Exemption. In addition, all investors relying on this exemption
will be required to execute Form 45-111F2, Acknowledgement of Risk (the “Acknowledgement”).

Although the Information Form and Acknowledgement are intended to protect investors, these
disclosures could have the opposite effect, while impacting the utility of the proposed exemption. First,
the information contained in the Information Form and the Acknowledgement are similar, but there are
differences in the language used on these forms. In addition, the Information Form includes statements
that are not found in the Acknowledgement. In particular, the Information Form includes information
under “be wary of projections” and “do your own diligence” which is not found in the Acknowledgement.
These discrepancies could create confusion for both investors and issuers.

Second, the Information Form and the Acknowledgement contain imprecise statements that could be
misinterpreted by investors. Specifically, the Information Form states that, when investing under the
Self-Certified Investor Exemption, the investor “will not have key rights [...] such as a two-day right to
cancel your investment for any reason and a right to sue either to get your money back or for damages if
there is a misrepresentation [...]”. A similar statement is found in the proposed Acknowledgement.
Although Self-Certified Investors would not be provided with the same statutory protections afforded to
investors in prospectus offerings, an investor could have contractual and/or common law rights to
rescission and damages.

Finally, the proposed Information Form and Acknowledgement differ substantially from and include
information not found in the risk acknowledgment that accredited investors are required to sign.’° For
example, the Information Form ominously states that: “Misleading statements and unfair practices are
prohibited, but scams still happen. [...] Be alert to high-pressure sales tactics and promises that of “too

7 FCA, Financial Services and Markets Act 2000 (Financial Promotion) Ordre 2005.
8 Changes to the Financial Promotion Exemptions
9 Financial Promotion Exemptions for High Net Worth Individuals and Sophisticated Investors, Consultation Response, HM

Treasury, November 2023 (pp. 9-10, 13).
10 OSC Form 45-106F9, Form for Individual Accredited Investors.
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good to be true” investment returns”. The accredited investor disclosure form does not include any
similar statement, which creates the impression that accredited investors do not require the same level
of disclosure as Self-Certified Investors or, alternately, that Self-Certified Investors require additional
information in order for them to understand an investment. Both of these conclusions are problematic,
in that they create a hierarchy of investor competence that is neither accurate nor defensible. In addition,
including generic anti-scam language incorrectly implies that exempt products are inherently more prone
to fraud than prospectus-qualified products. Prospectus exemptions reduce the form of disclosure, not
the prohibition on fraud and misrepresentation. This legal incoherence further risks misleading investors.

The CFFiM makes the following recommendations in light of the above noted concerns:
1. Information Form: The Information Form should be removed from this proposal.

2. Acknowledgement: The Acknowledgement should be revised to match the acknowledgement
signed by accredited investors.

iii) Qualifying Criteria

The Self-Certified Investor Exemption is premised on the notion that individuals who qualify for this
exemption are capable of understanding the risk associated with an exempt market product. This differs
from the Accredited Investor Exemption, which presumes that an investor can bear an investment loss.*

Despite this distinction, the proposed Self-Certified Investor Exemption is limited to individuals with
specific types of education, accreditation, and/or work experience, which may or may not reflect that
individual’s ability to assess an investment opportunity and understand the risk. In particular, this
exemption is limited to those with degrees and work experience in finance and areas that correspond
with the business of an exempt market issuer. In practice, this standard will exclude a wide number of
individuals who are also capable of understanding an investment and its risk.

The CFFiM recommends that the Self-Certified Investor Exemption be expanded to include the completion
of any post-secondary degree and two years of work experience. This would create an inclusive standard,
capturing a broader group of Canadians who are also capable of understanding investments and the
related risks. It would also create a clear set of criteria that will ease administrative burden and reduce
uncertainty for investments.

iiii) Self-Certification

Section 3(g) of Proposed Multilateral Instrument 45-111 provides that the Self-Certified Investor
Exemption only applies if the “the person or company distributing the security does not know and would
not reasonably be expected to know that the statements made by the self-certified investor in the
confirmation of qualifying criteria, and the acknowledgement of risks are false or misleading.”

This qualification does not apply to the accredited investor exemption and runs contrary to the purpose
of self-certification, which is to establish a clear allocation of responsibility:

e the investor certifies that they meet objective criteria and understand the risks; and
e the dealer/issuer relies on that certification as the qualifying fact for the exemption.

11 National Instrument 45-106, ss. 1.1, 2.3,2.4
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Introducing a “does not know and would not reasonably be expected to know” standard implies that the
investor’s certification may be unreliable, thereby defeating the rationale that underpins this exemption.
This qualification creates uncertainty for investors and issuers and could undermine the utility of the Self-
Certified Investor Exemption. As such, this requirement should be deleted.

iv) Aggregate Investment Limit

The CFFiM appreciates that the proposed cap is intended to protect investors by limiting their exposure
to loss. However, the policy rationale for this proposal is not based on an investor’s ability to absorb a
loss but on the investor’s ability to understand the associated risk. [If a qualified investor can understand
an investment and its risks, that investor should not be precluded from investing above an aggregate
limit. This limitation has not been adopted in the U.S. or U.K. and should be removed from the proposal.

Registrants who recommend private equity investment opportunities to their clients though the Self-
Certified Investor Exemption would be subject to “know-your-client”, “know-your-product” obligations
and suitability determinations prior to making any such recommendation, 2 further rendering an
aggregate limit unnecessary.

iv) National Harmonization

The CFFiM appreciates the Participating Jurisdictions’ efforts to create a harmonized Self-Certified
Investor Exemption. However, as it stands, this exemption will be limited to investors in Participating
Jurisdictions, which could undermine the attractiveness of the exemption and its impacts.

There is no discernible reason for investors to be treated differently and to be provided with narrower
investment options by virtue of residing in a province that is not participating in this consultation. This
piecemeal approach to regulation is ineffective, adds administration, and undercuts the Participating
Jurisdictions’ worthy goals in pursing this initiative. The CFFiM recommends that all CSA members
participate in this initiative as a matter of prompting regulatory harmonization.

Respectfully submitted,

Canadian Forum for Financial Markets

100 Wellington Street West | Suite 1910
Po Box 173| Toronto, On | M5k1h6
www.CFFiM-FCMFi.Ca

ccC.

12 National Instrument 31-103, Registration Requirements, Exemptions, and Ongoing Registration Obligations at ss. 13.2, 13.2.1,
and 13.3.
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The Secretary

Ontario Securities Commission
20 Queen Street West

22" Floor, Box 55

Toronto, Ontario M5H 3S8
comments@osc.gov.on.ca

Re: Proposed Multilateral Instrument 45-111 Self-Certified Investor Prospectus Exemption

We thank you for the opportunity to comment on the Proposed Multilateral Instrument 45-111 Self-
Certified Investor Prospectus Exemption (SCIPE).

FAIR Canada is a national, independent, non-profit organisation recognised for providing
balanced and thoughtful commentary on public policy issues. Our work includes promoting the
rights of investors and financial consumers across Canada through:

Informed policy submissions to governments and regulators
Relevant research focused on retail investors

Public outreach, collaboration, and education

Proactive identification of emerging issues.’

A. Addressing the Lack of Data

We support the CSA’s approach to developing the SCIPE, which included pilot tests and
extensive stakeholder engagement. This approach serves as a template for developing other
exemptions.

1 Visit www.faircanada.ca for more information.
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However, the lack of data on SCIPE’s use under existing blanket orders or local instruments
makes it difficult to comment on the proposed Multilateral Instrument 45-111 (Ml 45-111).
Specifically:

e Only seven issuers appear to have used SCIPE in Ontario, raising less than $500,000 over
36 months (October 25, 2022, to April 21, 2025).

o The Consultation lacks data or analysis on SCIPE’s use in other provinces.

e There is no information available regarding investors’ experiences with SCIPE, whether
they purchased the exempt securities directly from the issuer or through a registrant
(typically an exempt market dealer (EMD)).

The lack of data impedes the ability to evaluate whether the proposed changes to SCIPE in Ml 45-
111 will achieve the regulator’s objectives: expanding access, increasing flexibility, facilitating
capital formation, and growing the angel investor ecosystem. It also makes it difficult to assess
whether investors are being safeguarded from unsuitable investments or debilitating financial
losses.

Conceptually, we agree that SCIPE may serve as a better indicator of an investor’s sophistication
than the Accredited Investor exemption, which primarily evaluates financial capacity rather than
sophistication. We also agree with the CSA’s assessment that SCIPE will likely be utilised by
investors with net annual incomes below $200,000 and will mainly involve offerings marketed by
EMDs. Lower net income levels and reliance on EMDs (who are often conflicted in these types of
offerings) raise concerns about investor protections.

To address these concerns, we recommend:

¢ Enhanced Data Collection: Regulators should collect additional data on investors who
purchase through registrants, including Know Your Client (KYC) data, cost and
performance metrics, and portfolio holdings. This information will inform the cost-benefit
analysis and help determine whether the use of SCIPE is harming investors.

o Compliance Reviews: Regulators should conduct reviews of registrants and issuers
relying on the exemption, especially during the first three years of Ml 45-111’s introduction,
to ensure compliance and intended outcomes. For registrants, reviews should specifically
assess the suitability of their recommendations and their management of conflicts of
interest.

¢ Public Reporting: Regulators should publicly disclose any compliance issues identified in
retail investor trading of exempt securities, including SCIPE-related concerns.

B. Responses to Consultation Questions
Question # 1 — Annual Investment Limit

We support setting a cap on how much each investor can invest under the exemption. However,
without more detailed data on SCIPE investors, it is difficult to determine whether raising the
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overall annual limit from $30,000 to $50,000 is suitable. Since SCIPE is likely to be used by
investors with limited financial resources, we recommend keeping the current limit unless reliable
safeguards are put in place. Some of these safeguards are discussed below in relation to the
eligibility criteria.

If credible alternatives are lacking and the increase to $50,000 is adopted, it should be limited to
cases where a registrant is involved and provides a recommendation to the investor. Registrants’
obligations, including prioritizing clients’ interests, conducting KYC and Know Your Product (KYP)
assessments, and making suitable recommendations, should, in theory, help mitigate concerns
about loss capacity.

To ensure that these investor protections are applied appropriately, we further recommend that
regulators provide additional guidance to registrants on how to fulfill these obligations in the
context of SCIPE. Guidance from Companion Policy 45-106CP (subsections 3.8(1.1) and (1.2)),
tailored to SCIPE’s unique requirements, could serve as a model for Ml 45-111. For example,
guidance should clarify that the $50,000 annual limit does not mean such investments are suitable
for every SCIPE investor, and that a signed attestation alone does not satisfy suitability
obligations.

Additionally, Companion Policy 45-111CP (CP 45-111) should clarify that the $50,000 aggregate
acquisition cost includes the self-certified investor’s permitted designate.

When an issuer sells securities directly to investors, the suitability and conflicts of interest
requirements do not apply. Given the absence of these investor protections, the annual
investment limit should remain at $30,000 in aggregate for those securities purchased directly
from issuers.

Question # 2 — Material Risks in Proposed Form 45-111F2

Form 45-111F2 should include a clear risk warning about borrowing to invest in exempt market
securities. The warning must explain that purchasing on margin significantly increases financial
risk. For example, if an investor borrows $50,000 to invest and the investment fails, the loss will
be compounded by the investor’s legal obligation to repay the loan principal and interest.
Question # 3 — Proposed Forms 45-111F2 and 45-111F3

We commend the regulators for using plain language in Forms 45-111F2 and 45-111F3. These
forms are a notable improvement over many jargon-heavy investor-facing documents. As drafted,

these forms will be much easier for investors to understand.

Both forms provide similar information, but in different ways and with varying levels of detail.
Notably, Form 45-111F3 offers more general information about the risks involved in investing in
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any exempt offering. However, it is unclear why issuers need to provide both forms to purchasers.
It could also confuse investors who receive both.

Instead, we view proposed Form 45-111F3 as a more valuable educational tool for any investor
considering investments in the exempt or private markets. Rather than requiring it for Ml 45-111,
we recommend that the information on Form 45-111F3 be included as part of investor education
materials on regulators’ websites.

Question # 4 — Eligibility Criterion (a)

We do not support including criterion (a) in the Qualifying Criteria. While related industry
experience may provide insights, it does not equate to investor sophistication. For example,
someone might be an excellent IT professional but lack the knowledge or experience to assess
the merits of investing in a technology start-up. We are concerned that adding this criterion could
lead some individuals to underestimate the risks or misinterpret the nature of the investment,
potentially resulting in poor outcomes for those investors.

At a minimum, the criterion should be adjusted to focus on individuals serving in senior financial or
management roles, thereby supporting a more reasoned basis for assessing investment risks.
With this narrower scope, we believe maintaining a five-year time frame is appropriate; however,
we recommend that the experience be relatively recent, such as within the past five years.

We are also concerned that the criterion, as drafted, is broad and subjective (“other relevant
operational experience”), making it difficult for issuers or regulators to verify eligibility. This could
result in individuals misrepresenting their experience or stretching the definition to qualify, thereby
undermining the intended protection for investors.

If CSA members proceed with including a version of criterion (a), CP 45-111 should be revised to
provide specific guidance on eligibility and examples of permitted and non-permitted experience.
Without such guidance, there is a risk of an overly broad interpretation, which could undermine
investor protection.

In addition to providing necessary guidance, regulators should monitor how the industry applies
the final form of criteria and, if required, should revise it further to ensure it captures sophisticated
investors as intended.

Question # 5 — Eligibility Criteria (b) and (c)

Criteria (b) and (c) refer to employment, founder, or director roles “in the past 5 years,” which
indicates recent experience. As drafted, as little as one year in respect of criterion (b), or a single
day in respect of criterion (c), would qualify for the exemption. The intent, as clearly expressed in
question 6a, is to identify individuals who have at least five years of experience in these roles. We
agree that SCIPE investors should be required to have a minimum amount of experience, and that

FAI R 3 36 Toronto Street, Suite 850, Toronto, Ontario, M5C 2C5 faircanada.ca



their experience should be recent. Therefore, both criteria (b) and (c) should be revised to specify
that an individual must, in addition to “in the past 5 years,” have “at least five years” of
employment experience in the roles outlined in the criteria.

Regarding criterion (b), the focus should be on the type of experience that would enable an
investor to evaluate and decide whether to invest in exempt market enterprises. We believe this
eligibility criterion should place more emphasis on an individual’s employment role and
responsibilities than it currently does (it is not clear what “participated in the investment activities”
means).

Therefore, we recommend that criterion (b) be amended to require that the investor have, in
connection with their regular functions and duties, participated in making decisions about investing
in or extending credit to private issuers, private funds or small or medium-sized enterprises. This
would more clearly relate the investor's employment experience to the ability to assess exempt
market investments. Furthermore, we recommend that SCIPE investors be required to have at
least two or three years of experience in making such investment or credit-related decisions as
part of their job (one year is not sufficient).

In addition to the issue related to “at least 5 years” of experience in those roles, we believe the
eligibility criterion (c) needs additional guardrails to be suitable for Canada’s capital markets. As
drafted, it assumes all business experience is equal. For example, the criterion assumes a bakery
founder with $500,000 in annual revenues can assess the merits of investing $50,000 in an Al or
crypto start-up. However, the bakery founder’s experience probably would not directly translate to
evaluating such investments. Therefore, at a minimum, the investment opportunity should be in
the same sector or industry as the founder’s or director’s business.

We also question the $500,000 annual revenue benchmark. The equivalent UK exemption
requires a yearly turnover of at least £1 million (about $1.86 million CAD), which indicates a higher
standard for sophistication, experience, and investor protection. Therefore, we recommend raising
the minimum annual revenue benchmark to $750,000 with periodic reassessments as data
becomes available. $750,000 still appears to be achievable for many Canadian startups and
growth companies, but it establishes a more robust benchmark than $500,000, striking a balance
between inclusivity and the need for meaningful experience.

Similar to criterion (a), clear and specific guidance should be provided in CP 45-111 to ensure that
issuers selling directly to the purchaser do not aggressively interpret the criteria under (b) and (c).
Question # 6 — Qualifying Criteria Enhancements

Regarding question 6a, a uniform standard should be applied across criteria (a) to (d). For
example, while a lawyer practicing securities law would be knowledgeable about the regulatory

regime, that does not necessarily make them a sophisticated investor. A longer, uniform
experience requirement helps ensure that only those with more substantial exposure to
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investment-related issues are eligible, thereby reducing the risk of admitting less sophisticated
investors.

Regarding question 6b, we view the requirement that lawyers have practiced for at least 2 years
as a positive change compared to the requirements under Ontario Instrument 45-507 (Ol 45-507)
and the orders currently in effect in the Prairie provinces. Those orders required that a lawyer be
admitted to practice in Canada and have spent one-third of their practice providing advice
regarding securities distributions or mergers and acquisitions (M&A). A lawyer who spent one day
assisting a senior partner with a prospectus offering on the third day after their Bar Call would
meet that threshold.

We commend the regulators for requiring at least two years of legal practice. Still, we would go
further and require at least five years of legal practice experience, with at least two years of that
practice devoted to securities distributions or M&A advice. This more closely aligns with criteria (a)
to (c), as well as with the intent of SCIPE, namely that investors have some basis in real
knowledge or experience for regulators to expect they can successfully navigate private markets.

Question # 7 — Alternative Report of Exempt Distribution (RED)

We see no value in allowing issuers to file the Alternative RED as was available under Ol 45-507
and Ontario Instrument 45-509 (Ol 45-509). It is less confusing for issuers to report all prospectus
exemptions relevant to an exempt distribution on a single form.

*hkkkkkkkkkkkkhkhkk

Thank you for considering our comments. As investor advocates, we value the opportunity to
share our perspective and help shape policies that put investors' interests first. We welcome
ongoing dialogue and collaboration with the provincial and territorial securities regulators
addressed in this letter, as well as with other stakeholders, to create fair, transparent, efficient,
and resilient capital markets for all Canadians. If you wish to discuss our submission further,
please contact us. We are committed to working together to support better outcomes for
investors.

Sincerely,

J.P. Bureaud
President and CEO
Canadian Foundation for the Advancement of Investor Rights
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Email: comments@osc.gov.on.ca

Re: CSA Multilateral Notice and Request for Comment — Proposed Self-Certified Investor Prospectus
Exemption

On behalf of the Ontario Securities Commission’s Investor Advisory Panel (the “Panel”), we wish to thank
you for this opportunity to comment on the Multilateral Notice and Request for Comment regarding the
proposed self-certified investor prospectus exemption (the “Proposal”), an initiative of certain
participating jurisdictions of the Canadian Securities Administrators (the “Participating Jurisdictions”).

The Panel is an initiative of the Ontario Securities Commission (“OSC”) to ensure investor concerns and
voices are represented in the OSC’s policy development and rulemaking process. Our mandate is to solicit
and articulate the views of investors on regulatory initiatives that have investor protection implications.

Comments

The Panel commends the Participating Jurisdictions for their work in developing the Proposal. We support
the Proposal and its goal of promoting capital formation, so long as adequate safeguards are deployed to
achieve appropriate investor protection. As of 2021, most investors in the exempt market were
individuals,® and as such it will be critical to ensure that the self-certified exemption be made available to
individuals who have the capacity to understand the risks of speculative and high-risk investments, and
the ability to absorb any potential losses from such investments.

! Capital Markets Modernization Taskforce, Final Report, p. 8.
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Qualifications

The Panel supports the use of criteria to ensure that investors who make investments using the SCIPE have
the requisite education and/or experience to understand the nature of the investment and the business
of the issuer. In our view, the criteria should be as clear as possible, and connected to the investor’s ability
to make an informed decision about investing using this exemption. Applying this lens, we offer the
following comments on the proposed criteria:

e Management, engineering, product development or other relevant operational experience
(criterion a): this category may be too broad to offer adequate investor protection, as it is focused
on the investor’s ability to understand the issuer, rather than the implications of the investment.

e Founder of a business or director of an early-stage business (criterion c): this category may not be
sufficiently connected to the investor’s ability to understand either the nature of the investment
or the business of the issuer.

e Lawyer providing advice in respect of financings or mergers and acquisitions (criterion d): this
category may be overly broad, given that only a portion of the lawyer’s practice may focus on
issues that would provide the lawyer with the requisite experience to qualify for investments that
do not offer the usual investor protections. This criterion should be more clearly defined if it is
going to be included.

e Combination of education and experience (criteria f and g): the scope of “relevant employment
experience” would benefit from being more clearly defined, as it is not clear that an investor
relying on this criterion would have the requisite education and experience to warrant investing
under this exemption. Additionally, the type of experience in the issuer’s industry or sector
appears to be addressed in criterion a, which sets a higher bar for the type of experience an
investor should have to qualify for this exemption.

Annual investment limit

1la. Is the aggregate investment limit of 550,000 appropriate?

The Panel believes that the annual investment limit of $50,000 is appropriate. Investments made using
this exemption present higher risks, including a greater risk of losing the entirety of the investment.
Considering that investors using the exemption are assumed to have annual income of less than
$200,000,2 a limit is an important investor protection measure. The Panel believes that the amount strikes
a good balance between the need for investor protection and providing more opportunities for capital
formation.

2 Proposal, p. 6.



Acknowledgement of Risk and Information Forms

2. To rely on the Proposed Instrument, a purchaser will be required to provide a completed Form 45-
111F2 confirming that they understand the risks of the investment. The Form is intended to provide a
streamlined and plain language summary of those risks. Are there other material risks that an investor
should confirm they understand before making an investment under the Proposed Instrument?

The Panel believes that Form 45-111F2 (“Risk Form”) identifies the material risks of making an investment
under the Proposed Instrument. However, we also believe that elements of the Risk Form could be
improved, as follows:

e The language in italics above the table states that the investor must “read and select ‘YES’” to the
guestions in the table. We recommend removing this language, as we believe that it will
encourage an investor to simply check “yes” to all the boxes without reading them. In addition,
the qualification criteria are set out in Form 45-111F1. We believe that the language in the Risk
Form conflates the qualification criteria with the risk acknowledgement, which is confusing. While
the investor should be required to acknowledge the risks of the investment, and should not be
permitted to invest without understanding the risks of doing so, in our view that is a separate issue
from whether the investor meets one of the qualification criteria. The language could be changed
to indicate that the investor must read and answer each of the questions below, rather than stating
that the investor is required to answer “yes” to each question.

e The investor should be required to complete the Risk Form in advance of completing the
transaction. Allowing at least a day or two between completing the Risk Form and purchasing the
investment could provide additional protection for the investor, by allowing time to reflect on the
stated risks, consider whether the investment is suitable for the investor’s circumstances, and ask
questions about the risks, including the extent to which the issuer intends to provide information.

e The language in question 2 is potentially confusing, as the ability to sue for damages for
misrepresentation is not limited to misrepresentations in a prospectus. In addition, the language
in this section could be more helpful by including explanations of some of the technical terms
therein (such as “statutory right” and “misrepresentation”).

3. Form 45-111F3, Information to Understand before Making an Investment, is intended to educate
the purchaser on the risks of private market investments. This form does not require certification by the
purchaser. Should we require an issuer to provide the purchaser with this Form prior to their investment,
as a condition of the exemption? Is the Form, which also acts as a plain language educational tool, a
necessary addition in light of the inclusion of Form 45-111F2?

While the Panel believes that education and information are critical pillars of investor protection, there
are barriers to investor engagement with disclosure documents, including limits on investors’ cognitive



load and information processing.® We believe that similar barriers are likely to arise with investors making
purchases under the Proposed Instrument. Accordingly, we recommend reducing the number of
documents that purchasers are required to review before relying on the exemption. The information in
Form 45-111F3 (“Information Form”) is largely duplicative of the warnings and information in the Risk
Form. Furthermore, we believe that investors are more likely to engage with the Risk Form than the
Information Form, as it requires investors to interact with the form. Finally, while we recognize that shorter
documents increase engagement,* if the regulators wish to highlight any of the points in the Information
Form, we believe that those points could be added to the Risk Form without unduly reducing engagement,
given that the Risk Form is currently just over one page. We suggest that behavioural testing would be
helpful in determining which approach would be most effective in communicating the risks of investing
under this exemption to retail investors.

Again, thank you for the opportunity to comment on the Proposal. We would be pleased to clarify or
elaborate on our comments should the need arise.

Sincerely,

G Anlaw
& )

“ y
—

James Sinclair
Chair, Investor Advisory Panel

3 Investment Fund Continuous Disclosure Modernization — Final Report (“CD Report”), pp. 6-14, 27-35.
4 CD Report, p. 7.
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Dear Sirs/Mesdames:

Re: CSA Multilateral Notice and Request for Comment on Proposed Multilateral Instrument 45-111
Self-Certified Investor Protection Exemption and Related Amendments (“Proposed MI 45-111")

The Private Capital Markets Association of Canada (“PCMA”) appreciates the opportunity to provide our
comments in connection with the Proposed MI 45-111. As the voice of exempt market dealers (“EMDs"),
issuers, and industry professionals in Canada's private capital markets, the PCMA believes expanding
access to the private capital markets is beneficial for issuers and investors.

Supplementary materials summarizing select PCMA recommendations are attached hereto as Schedule
"A"(presentation deck) and Schedule "B" (infographic).
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About the PCMA

The PCMA is a not-for-profit association founded in 2002 as the national voice of the EMDs, issuers and
industry professionals in the private capital markets across Canada.

The PCMA plays a critical role in the private capital markets by:

e assisting hundreds of dealers and issuer member firms and individual dealing representatives
(DRs) to understand and implement their regulatory responsibilities;

e providing high-quality and in-depth educational opportunities to the private capital markets
professionals;

e encouraging the highest standards of business conduct amongst its membership across Canada;

e increasing public and industry awareness of private capital markets in Canada;

e being the voice of the private capital markets to securities regulators, government agencies and
other industry associations and public capital markets;

e providing valuable services and cost-saving opportunities to its member firms and individual DRs;
and

e connecting its members across Canada for business and professional networking.

Additional information about the PCMA is available on our website at www.pcmacanada.com.

A. GENERAL

PCMA has consistently supported a form of Self-Certified Investor (SCI) Exemption, as evidence by our
comment letters below:

e PCMA comment letter dated September 20, 2019 submitted to the Albera Securities Commission
in response to ASC Consultation Paper 11-701 Energizing Alberta’s Capital Market
o See page 94 — 98 at: https://www.asc.ca/-/media/ASC-Documents-part-1/Regulatory-
Instruments/2019/06/5466593- -
Consultation Paper Energizing Alberta s Capital Market.ashx

e PCMA letter dated December 23, 2020 to the Alberta Securities Commission in response to its
request to comment to Canadian Securities Administrator (CSA) Multilateral Notice and Request
for Comment 45-327 Proposed Prospectus Exemption for Self-Certified Investors.

o See:
https://cdn.ymaws.com/www.pcmacanada.com/resource/resmgr/comment letters/20
20/pcma_response_self certified.pdf

Over the last six years, the PCMA has consistently advocated for:
e Recognition of investor sophistication as a complimentary qualification criteria to wealth
e Expansion of the accredited investor definition to include individuals who demonstrate relevant
knowledge through education, credentials, or experience
o Aflexible framework for recognizing additional designations and courses as qualifying criteria
e Removal or significant increase of investment limits for knowledge-qualified investors
e National harmonization of any exemption adopted

Proposed MI 45-111 represents a welcome step toward implementing these long-advocated reforms.
PCMA's recommendations in this submission build upon our consistent foundation of support.
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B. PCMA RESPONSES

Below are the PCMA’s responses to the Questions set out in Proposed Ml 45-111 and for purposes
hereof, reference to the “SCI exemption” is reference to the exemption thereunder.

Question 1: Investment Limits and Loss Mitigation

| a) Is the aggregate annual investment limit of $50,000 appropriate? |

The PCMA believes there should be no aggregate investment limit under Proposed Ml 45-111 where a
registrant is involved in the distribution. This position is consistent with the PCMA's prior submissions
referenced above. The PCMA has consistently recommended that Canadian securities regulators permit
eligible individuals who self-certify as sophisticated investors to participate in exempt distributions
without prescribed investment limits. The PCMA’s position is that investor sophistication should be
recognized as one of the two primary rationales for the accredited investor exemption set out in s. 2.3 of
National Instrument 45-106 Prospectus Exemptions (N1 45-106). Proposed MI45-111 (and its predecessors
in Alberta, Saskatchewan, Ontario and Manitoba) has created a new exemption rather than revising the
Al Exemption. The PCMA believes that relying solely on wealth-based financial thresholds unfairly restricts
access for knowledgeable and experienced individuals capable of evaluating the merits of an investment
irrespective of their personal net worth.

i The Proposed Limit Fails to Account for Registrant Suitability Obligations
As stated in Proposed M1 45-111, SCIs are subject to an aggregate annual investment limit of $50,000. The
stated rationale for this limit is to address an SCI’s "ability to withstand loss,". However, the PCMA believes
that an investment limit does not account for the role of a registrant that is responsible under securities
legislation in ensuring that any investment is suitable for the client at the time of the trade.

When a registrant provides suitability advice, a registrant is required under section 13.3 of National
Instrument 31-103 Registration Requirements, Exemptions and Ongoing Registrant Obligations (NI 31-
103) to assess whether the proposed investment is appropriate in light of the client's financial
circumstances, investment objectives, risk profile (includes risk tolerance and risk capacity), and time
horizon. Allowing a client to invest more than they can afford to lose violates the principle of the suitability
requirements under securities law and may result in regulatory action by the Canadian Investment
Regulatory Organization (CIRO) or relevant securities commissions. The suitability obligation effectively
performs the same investor protection function as an investment limit, namely, it prevents investors from
investing more than they can afford to lose. However, it does so in a manner that is tailored to the
individual investor's circumstances rather than applying an arbitrary limit that may be too high for some
investors and unnecessarily restrictive for others.

ii. A tailored Assessment is Superior to an Arbitrary Cap
Consider the following two investor scenarios:

e SCI Ahas $800,000 in net financial assets, stable employment income, a long investment
time horizon, and high risk tolerance. This investor is well-positioned to invest $75,000 or
more in private capital market securities as part of a diversified portfolio.

e SCI B has $100,000 in total savings, limited income, near-term liquidity needs, and moderate
risk tolerance. This investor should not invest $50,000, or perhaps even $10,000, in an illiquid
private capital market security.



A registrant performing a suitability assessment will arguably reach the appropriate conclusion in each
case. A flat investment limit cannot. The $50,000 cap would arbitrarily restrict SCI A from making an
investment that is entirely suitable for their circumstances, while potentially still permitting SCI B to make
an investment that is unsuitable. This is precisely the opposite of sound investor protection.

jii. Registrant Involvement Provides Accountability and Recourse
Where a registrant is involved in a distribution, an investor has recourse that is not available in a direct
subscription. As stated above, an investor may file a complaint with the applicable securities commission
and/or CIRO regarding a registrant's conduct. In addition, for disputes involving registrants and their
clients, the Ombudsman for Banking Services and Investments (OBSI) provides an alternative dispute
resolution mechanism. These mechanisms provide meaningful investor protection that justifies
permitting suitable investment amounts where a registrant is involved.

iv. Precedent for Calibrating Conditions Based on Protective Features

The principle that regulatory conditions should be calibrated based on the presence of other protective
features is already embedded in Canadian securities law. For example, the private issuer exemption under
section 2.4 of NI 45-106 (the Private Issuer Exemption) does not require registrant involvement and
imposes no investment limits whatsoever, but restricts the class of eligible purchasers (as does Proposed
MI 45-111). This demonstrates a regulatory willingness to calibrate conditions based on other protective
features. Proposed MI 45-111 similarly restricts the class of eligible purchasers through the Qualifying
Criteria. Where a registrant is additionally involved to provide suitability advice, the investor protection
rationale for imposing investment limits is unnecessary.

V. Response to Anticipated Objection

The PCMA recognizes that some may argue that registrant involvement does not eliminate the risk of
investment loss and therefore should not justify higher or no investment limits. The PCMA believes this
objection misinterprets its recommendation's intent. The PCMA does not contend that registrant
involvement eliminates investment risk. Rather, registrant involvement directly addresses concerns that
investors may invest beyond their means. A registrant performing a suitability assessment is required to
consider the investor's financial circumstances and ensure the investment is appropriate given those
circumstances. It is therefore a more effective and better-tailored protection than an arbitrary dollar
limit applied uniformly regardless of individual circumstances. Therefore, the PCMA believes that this
targeted protection is more effective than an arbitrary dollar limit.

vi.  Alternative Approach:
As stated, the PCMA's primary position is that there should be no investment limit under Proposed Ml 45-
111 where a registrant is involved. An arbitrary cap is unnecessary where this individualized protection
exists and may in fact undermine the exemption's utility for capital formation.

Nevertheless, the PCMA acknowledges that a distinct analysis is warranted in cases where distributions
occur without registrant involvement. For example, when an investor subscribes directly with an issuer
and does not receive suitability advice. In such cases, there is no intermediary assessing whether the
investment is appropriate for the investor's circumstances. There is no professional gatekeeper to prevent
an investor from overconcentrating in a single illiquid security or investing funds they cannot afford to
lose. In these circumstances, an investment limit serves as a blunt but necessary backstop, a regulatory
safeguard in the absence of individualized professional assessment.



Accordingly, the PCMA submits that Proposed MI 45-111 should be amended to provide:
e no investment limit where a registrant is involved in the distribution and provides
suitability advice to an SCI; and
e an aggregate annual investment limit of $50,000 where no registrant is involved.

This tiered approach achieves three objectives:

e It preserves meaningful investor protection for direct subscriptions, where no registrant is
assessing suitability;

e |t removes unnecessary restrictions where a registrant's suitability obligation already
provides tailored, individualized protection; and

e |t creates a positive incentive for issuers to engage registrants in their distributions, knowing
that doing so will permit larger individual investments, thereby increasing the likelihood that
investors will receive professional suitability advice.

The PCMA believes this approach strikes the right balance between investor protection and the promotion
of fair and efficient capital markets, and aligns the regulatory framework with the principle that conditions
should be calibrated based on the presence of other protective features.

vii. Related Matter: Measurement Period for Aggregate Limits
If Participating Jurisdictions keep aggregate investment limits under Proposed MI 45-111 despite PCMA's
submissions, it suggests aligning the measurement period with other exemptions for consistency.

The PCMA notes that Proposed MI 45-111 measures the aggregate investment limit based on investments
made within a "calendar year." We observe that other exemptions in NI 45-106, including the offering
memorandum exemption under section 2.9 of NI 45-106, measure investment limits based on
investments made "in the preceding 12 months."

A calendar-year measurement produces arbitrary results depending on when an investment is made. For
example:
e An investor who invests $50,00