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In February of this year, the Canadian Securities Administrators announced the adoption of amendments to
National Instrument 45-106 – Prospectus and Registration Exemptions, including amendments to the
accredited investor (“AI”) and minimum amount investment (“MAI”) prospectus exemptions. It is expected
that these changes will come into effect on May 5, 2015. Once in effect, these changes will have an impact
on how and when issuers and investors may rely on the AI and MAI prospectus exemptions.
AI Exemption
In order for an individual investor to qualify for the AI exemption, the issuer must obtain a prescribed form of
risk acknowledgement from the investor. The form describes certain risks associated with purchasing
securities in the prospectus exempt market.
The amendments also include expanded guidance on the steps that an issuer should take to verify the status
of investors who rely on the AI exemption. The guidance suggests that the previous market practice of
securing investor representations in a subscription agreement may not be sufficient without additional
verification steps. These steps may include, for example, securing further documentation or information to
verify that an investor’s income or assets meet or exceed the thresholds set under the AI exemption. As a
result, we expect to see new market practices develop in Canada around accredited investor verification
procedures. It is currently not clear how these new market practices will develop.
MAI Exemption
When these changes come into effect, the MAI prospectus exemption ($150,000 for B.C. investors) will no
longer be available to investors that are individuals.
Changes to Current Practices
The above changes will require changes to investment documents currently in use, as well as market
practices regarding confirmation of AI status. Issuers of securities that wish to use either the AI or the MAI
prospectus exemption must update their investment documents to ensure compliance with the changes.
Issuers that currently rely on the private issuer prospectus exemption must also review and update their
investment documents and procedures, as this prospectus exemption incorporates the updated AI
prospectus exemption.
Implications for Investors
Investors who invest as individuals (i.e. not through a company) in reliance on the AI prospectus exemption
can expect the above changes to impact the investment process. While market practices develop around
what verification steps an issuer must take, investors may experience different requests from different
issuers as they attempt to comply with this new regulatory guidance put forth by the Canadian Securities
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Administrators. Individual accredited investors will be asked to sign additional paperwork, including the new
risk acknowledgement form.
Individual investors (i.e. non-corporate) who previously relied on the MAI prospectus exemption will no
longer be able to rely on that exemption.
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