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ARTICLE

Five Provinces Confirm Investment Dealer Exemption is Suitable
T he  securi t i es regu l a to ry au tho ri t i es i n  Bri t i sh  Co l um b i a ,  A l be rta ,  M an i toba ,  New Brunswi ck and  Saska tchewan  (the  Ju ri sd i ct i ons) have  now adop ted  a
new exem pt i on  (the  Investm en t Dea l e r Exem pt i on) f rom  the  p rospectus requ i rem en ts under securi t i es l aws wi th  an  a i m  to  p rovi de  re ta i l  i nvesto rs g rea te r
access to  the  exem pt m arke t ,  wh i l e  i ncreasi ng  the  op t i ons ava i l ab l e  to  i ssuers to  ra i se  cap i ta l  f rom  the  pub l i c and  m a i n ta i n i ng  appropri a te  i nvesto r
p ro tect i on .

Curren t l y,  pa rt i ci pa t i on  i n  p ri va te  p l acem ents i s genera l l y l i m i ted  to  ce rta i n  i nsi de rs o r cl ose  f ri ends o r o the r i nd i vi dua l s re l a ted  to  i nsi de rs,  as we l l  as
to  accred i ted  i nvesto rs (who  a re  soph i st i ca ted  and  wea l thy i nvesto rs).

T he  Investm en t Dea l e r Exem pt i on  wi l l ,  sub j ect  to  ce rta i n  cond i t i ons,  a l l ow i ssuers l i sted  on  a  Canad i an  exchange  to  ra i se  m oney by d i st ri bu t i ng
securi t i es to  any i nvesto r who  has ob ta i ned  su i tab i l i ty advi ce  abou t  the  i nvestm en t f rom  a  reg i ste red  i nvestm en t dea l e r.  I t  i s expected  th i s wi l l
si gn i f i can t l y expand  the  g roup  o f  ava i l ab l e  pu rchasers i n  a  p ri va te  p l acem ent,  as the  i nvesto r does no t  need  to  m ee t any add i t i ona l  cond i t i ons o r
qua l i f i ca t i ons to  pe rm i t  the i r pa rt i ci pa t i on  i n  a  p ri va te  p l acem ent.  T here  i s no  l i m i t  on  the  am oun t o f  the  i nvestm en t tha t  can  be  pu rchased  usi ng  th i s
exem pt i on .  T he  ra t i ona l e  fo r the  exem pt i on  i s tha t  the  i nvesto r wi l l  rece i ve  su ff i ci en t  p ro tect i on  f rom  the  know-your-cl i en t ,  know-your-p roduct  and  o the r
ob l i ga t i ons o f  the  i nvestm en t dea l e r under securi t i es l aws.

T he  adop t i on  o f  th i s exem pt i on  i n  on l y the  weste rn  Provi nces o f  Canada  con t i nues a  recen t  t rend  o f  f ractu red  p ri va te  m arke t  exem pt i ons be i ng
i m p l em ented  wi th  On ta ri o ,  Canada 's l a rgest  cap i ta l  m arke t ,  no t i ceab l y absen t .  Wi th  securi t i es regu l a to rs m ovi ng  towards the  crea t i on  o f  a  na t i ona l
Coopera t i ve  Cap i ta l  M arke ts Regu l a to r,  i t  rem a i ns to  be  seen  how th i s f ractu red  approach  wi l l  a ffect  those  e ffo rts.

Condit ions of Use

T he  Investm en t Dea l e r Exem pt i on  i nvo l ves a  num ber o f  cond i t i ons,  l a rge l y app l i cab l e  to  the  i ssuer and  re l a t i ng  to  the  na tu re  o f  the  securi ty be i ng
o ffe red ,  ra the r than  the  i nvesto r.

Fo r the  Investm en t Dea l e r Exem pt i on  to  be  ava i l ab l e ,  an  i ssuer m ust  be  a  report i ng  i ssuer i n  a t  l east  one  j u ri sd i ct i on  o f  Canada  and  have  a  cl ass o f
securi t i es l i sted  (the  L i sted  Securi ty) on  one  o f  the  Toron to  Stock Exchange ,  T SX Ven tu re  Exchange ,  Canad i an  Securi t i es Exchange  o r Aequ i tas Neo
Exchange  Inc. ,  and  i ts pub l i c d i scl osu re  reco rd  m ust  be  cu rren t .  T he  p ri va te  p l acem ent m ust  i nvo l ve  e i the r the  L i sted  Securi ty,  a  un i t  consi st i ng  o f  the
L i sted  Securi ty and  a  warran t  to  acqu i re  the  L i sted  Securi ty,  o r ano the r securi ty convert i b l e ,  a t  the  ho l de r's op t i on ,  i n to  the  L i sted  Securi ty.

An  i ssuer m ust  d i ssem i na te  a  p ress re l ease  announci ng  the  t ransact i on  wh i ch  m ust  i ncl ude  a  descri p t i on  o f  the  p ri va te  p l acem ent,  the  p roposed  use  o f
p roceeds and  any o the r m a te ri a l  facts no t  o the rwi se  genera l l y d i scl osed ,  as we l l  as a  sta tem en t con f i rm i ng  tha t  the re  a re  no  o the r und i scl osed  m ate ri a l
facts o r m a te ri a l  changes i n  respect  o f  the  i ssuer.

In  add i t i on ,  an  i ssuer m ust  p rovi de  i nvesto rs i n  Bri t i sh  Co l um b i a ,  M an i toba ,  Saska tchewan  o r New Brunswi ck tha t  re l y on  th i s exem pt i on  wi th  a
con tractua l  ri gh t  o f  act i on  i n  the  even t  o f  a  m i srep resen ta t i on  i n  the  i ssuer's pub l i c d i scl osu re  reco rd ,  regard l ess o f  whe the r the  i nvesto r re l i ed  on  tha t
m i srep resen ta t i on .  Investo rs i n  A l be rta  a l ready have  such  a  sta tu to ry ri gh t  o f  act i on .  I f  any o ffe ri ng  docum ents a re  p rovi ded  to  the  i nvesto r,  such  as an
o ffe ri ng  m em orandum , the  i nvesto r m ust  have  ri gh ts o f  ri gh ts o f  act i on  i n  the  even t  o f  any m i srep resen ta t i on  i n  tha t  o ffe ri ng  docum ent.

Fi na l l y,  the  i nvesto r m ust  have  ob ta i ned  advi ce  regard i ng  the  su i tab i l i ty o f  the  i nvestm en t f rom  a  reg i ste red  i nvestm en t dea l e r.

T he  securi t i es i ssued  usi ng  the  Investm en t Dea l e r Exem pt i on  wi l l  be  sub j ect  to  a  fou r m on th  ho l d  pe ri od .

Pract ical Considerat ions

T he  Investm en t Dea l e r Exem pt i on  i s ye t  ano the r a t tem pt by securi t i es regu l a to ry au tho ri t i es i n  Canada  to  i ncrease  the  op t i ons ava i l ab l e  to  i ssuers to
ra i se  cap i ta l  f rom  the  pub l i c wi thou t  go i ng  th rough  the  expense  and  t i m e  associ a ted  wi th  a  p rospectus o ffe ri ng .  Issuers and  i nvestm en t dea l e rs a l i ke
m ay seek to  use  the  Investm en t Dea l e r Exem pt i on  as i t  m ay expand  the  poo l  o f  po ten t i a l  i nvesto rs fo r p ri va te  p l acem ents.  Othe r recen t  changes i ncl ude
a  crowd fund i ng  exem pt i on ,  an  exi st i ng  securi ty ho l de r exem pt i on ,  and  o the r am endm ents to  Na t i ona l  Instrum en t 45 -106 ,  i ncl ud i ng  na t i ona l  adop t i on
o f  an  exem pt i on  usi ng  o ffe ri ng  m em orandum s.

We expect  tha t ,  fo r a  b roke red  p ri va te  p l acem ent,  the  l ead  agen t  o r underwri te r wi l l  m ake  the i r reg i ste red  i nvestm en t dea l e rs ava i l ab l e  to  re ta i l
i nvesto rs i n  o rde r to  faci l i ta te  the  o ffe ri ng ,  as an  added  se rvi ce  to  the i r i nvesto r cl i en ts.

Upon  revi ew o f  the  p ract i ca l  i m p l i ca t i ons o f  the  Investm en t Dea l e r Exem pt i on ,  the  ava i l ab i l i ty o f  the  Investm en t Dea l e r Exem pt i on  wi l l  be  som ewhat
l i m i ted  as the  exem pt i on  i s no t  ava i l ab l e  i n  Canada 's l a rgest  cap i ta l  m arke t  On ta ri o .  In  add i t i on ,  a  b roke red  o ffe ri ng  wou l d  requ i re  an  underwri te r o r
agen t  to  be  reg i ste red  i n  the  app l i cab l e  Ju ri sd i ct i ons,  and  a  reg i ste red  i nvestm en t dea l e r wou l d  si m i l a rl y need  to  be  reg i ste red  i n  the  app l i cab l e
Ju ri sd i ct i ons.

I f  you  wou l d  l i ke  m ore  i n fo rm at i on  abou t  the  Investm en t Dea l e r Exem pt i on ,  p l ease  con tact  one  o f  the  au tho rs o r you r usua l  con tact  i n  BLG's Securi t i es
and  Cap i ta l  M arke ts Group.
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