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Welcome to the cash machine: The rising popularity of ATMs in Canada
As cap i ta l  m arke ts i n  Canada  and  a round  the  worl d  con t i nue  to  st ra i n  under the  we i gh t  o f  unpreceden ted  vo l a t i l i ty,  an  i ncreasi ng  num ber o f  Canad i an
l i sted  i ssuers a re  tu rn i ng  to  a t-the -m arke t  (AT M ) equ i ty p rog ram s as an  a l te rna t i ve  to  t rad i t i ona l  fo l l ow-on  pub l i c equ i ty f i nanci ngs.

What You Need to Know

AT M  prog ram s a re  on  the  ri se  i n  Canada  because  they se rve  as a  f l exi b l e  and  cost-e ffect i ve  m ethod  fo r ra i si ng  equ i ty opportun i st i ca l l y and
exped i t i ousl y on  an  as-needed  basi s wi thou t  the  d i l u t i on  and  p ri ci ng  d i scoun ts typ i ca l l y associ a ted  wi th  conven t i ona l  f i nanci ngs.

An  AT M  p rog ram  can  p rovi de  a  po ten t i a l  sou rce  o f  new cap i ta l  i n  a  m arke t  where  conven t i ona l  f i nanci ngs a re  no t  feasi b l e .

Na t i ona l  Instrum en t 44 -102  –  She l f  Di st ri bu t i ons (NI  44 -102) and  the  te rm s o f  the  exem pt i ve  re l i e f  o rde rs wh i ch  a re  cu rren t l y requ i red  i n  o rde r to
l aunch  an  AT M  p rog ram  i m pose  ce rta i n  regu l a to ry restri ct i ons on  an  i ssuer’s ab i l i ty to  ra i se  cap i ta l  wh i ch  has m ade  them  l ess a t t ract i ve  to  som e
i ssuers.

When  the  p roposed  am endm ents to  NI  44 -102  com e i n to  fo rce ,  they wi l l  e l i m i na te  the  m arke t  cap  restri ct i on  and  a re  expected  to  st ream l i ne  m any
o f  the  regu l a to ry bu rdens and  restri ct i ons cu rren t l y associ a ted  wi th  AT M  p rog ram s.

AT M  p rog ram s a re  no t  a  one-si ze -f i ts-a l l  so l u t i on  and  m ay be  vi ewed  m ore  as a  com p l em enta ry f i nanci ng  a l te rna t i ve  to  an  i ssuer’s ove ra l l  cap i ta l
ra i si ng  i n i t i a t i ves.

Background

AT M  prog ram s a l l ow i ssuers to  i ssue  t reasury securi t i es th rough  the  faci l i t i es o f  a  stock exchange  a t  va ri ab l e  m arke t  p ri ces,  i n  va ryi ng  am oun ts and  on
an  as-needed  basi s.  In  add i t i on ,  i n  con trast  to  a  m ore  conven t i ona l  underwri t ten  o ffe ri ng ,  the re  i s no  ob l i ga t i on  on  the  pa rt  o f  the  i ssuer to  i ssue  o r se l l
any securi t i es under the  AT M  p rog ram  once  i t  has been  l aunched .  AT M  p rog ram s have  a l so  se rved  as an  e ffect i ve  cap i ta l  ra i si ng  a l te rna t i ve  fo r i ssuers
i n  secto rs no rm a l l y cha racte ri zed  by cap i ta l -i n tensi ve  p ro j ects (e .g . ,  m i n i ng ,  o i l  and  gas and  cannab i s) where  conven t i ona l  m e thods o f  f i nanci ng  have
been  unava i l ab l e .

T he  case  fo r an  AT M  p rog ram  i s com pe l l i ng  and  stra i gh t fo rward :  once  the  p rog ram  i s i n  p l ace ,  i t  can  be  accessed  on  short  no t i ce ,  a t  the  i ssuer’s
d i scre t i on ,  wi th  re l a t i ve l y l i t t l e  m anagem ent i nvo l vem ent and  se rves as a  l ow-cost ,  f l exi b l e  way fo r l i sted  i ssuers to  add  equ i ty to  the i r ba l ance  shee t
wi thou t  the  l eve l  o f  d i l u t i on  associ a ted  wi th  conven t i ona l  f i nanci ngs.

A l though  AT M  p rog ram s have  seen  an  up t i ck i n  use  am ong  Canad i an  i ssuers i n  the  l ast  few years,  the  exem pt i ve  re l i e f  cu rren t l y requ i red  by i ssuers to
i m p l em ent an  AT M  p rog ram  has p reven ted  them  from  f l ou ri sh i ng  i n  Canada .  However,  th i s i s a l l  expected  to  change  once  the  am endm ents (the
Am endm ents) to  NI  44 -102  p roposed  by the  Canad i an  Securi t i es Adm i n i st ra to rs (CSA) com e i n to  fo rce .  T he  Am endm ents a re  desi gned  to ,  am ong  o the r
th i ngs,  reduce  adm i n i st ra t i ve  bu rden  and  p rovi de  b roader m arke t  pene tra t i on  by rem ovi ng  the  constra i n ts cu rren t l y i m posed  on  i ssuers.  T he
Am endm ents wi l l  a l so  j e t t i son  the  requ i rem en t to  ob ta i n  exem pt i ve  re l i e f  be fo re  l aunch i ng  an  AT M  p rog ram , wh i ch  i s a  cu rren t  i m ped i m en t to  the
exped i ted  l aunch  o f  an  AT M  p rog ram .

Establishing an ATM program

In  o rde r to  i m p l em ent an  AT M  p rog ram  i n  Canada ,  an  i ssuer m ust :

Qua l i fy a  base  she l f  p rospectus wi th  the  Canad i an  securi t i es regu l a to rs.

App l y to  l i st  on  the  re l evan t  stock exchange  the  m axi m um  num ber o f  secu ri t i es pe rm i t ted  to  be  i ssued  under the  AT M  p rog ram .

Un t i l  the  Am endm ents com e i n to  fo rce ,  app l y to  the  securi t i es regu l a to rs fo r exem pt i ve  re l i e f  f rom  the  requ i rem en t to  physi ca l l y de l i ve r a  copy o f
the  p rospectus to  pu rchasers,  a l ong  wi th  the  wi thd rawa l  ri gh ts and  act i on  fo r non-de l i ve ry ri gh ts tha t  a re  co ro l l a ry to  tha t  requ i rem en t,  as we l l  as
o the r p rospectus fo rm  requ i rem en ts to  re f l ect  the  m echan i cs o f  AT M  p rog ram s. A l though  exem pt i ve  re l i e f  o rde rs a re  i ssued  as a  m atte r o f  cou rse  now
and  the  te rm s o f  the  o rde rs have  been  standard i zed ,  rece i vi ng  the  f i na l  o rde r can  take  up  to  30  days so  i t  i s i m portan t  to  p ri o ri t i ze  the  subm i ssi on  o f
the  app l i ca t i on  when  l aunch i ng  an  AT M  p rog ram .

Nego t i a te  and  execu te  an  equ i ty d i st ri bu t i on  ag reem ent wi th  one  o r m ore  reg i ste red  dea l e rs to  estab l i sh  the  te rm s under wh i ch  the  dea l e r(s) wi l l
se l l  i n to  the  t rad i ng  m arke t  on  the  i ssuer’s beha l f  du ri ng  the  te rm  o f  the  AT M  p rog ram .

Fi l e  a  p rospectus supp l em ent to  the  base  she l f  p rospectus d i scl osi ng  the  te rm s o f  the  AT M  p rog ram  as se t  fo rth  under the  equ i ty d i st ri bu t i on
agreem ent.

Advantages and disadvantages of an ATM program

Issuers f i nd  AT M  p rog ram s a t t ract i ve  fo r a  num ber reasons:

Fl exi b i l i ty –  T he  i ssuer con tro l s the  t i m i ng ,  am oun t and  m i n i m um  accep tab l e  p ri ce  o f  each  o ffe ri ng  under the  AT M  p rog ram , wh i ch  a l l ows i ssuers to
m ove  qu i ckl y to  access cap i ta l  i n  response  to  favourab l e  m arke t  cond i t i ons on  an  as-needed  basi s.

Di l u t i on  & Di scoun t –  New securi t i es a re  so l d  i n to  the  m arke t  sl owl y ove r t i m e  and  a t  unpred i ctab l e  t i m es,  l i m i t i ng  d i l u t i on  and  opportun i t i es fo r
i nvesto rs to  sho rt  the  stock i n  an t i ci pa t i on  o f  a  d rop  i n  t rad i ng  p ri ce .  S i nce  the  securi t i es a re  so l d  th rough  stock exchange  faci l i t i es a t  p reva i l i ng
m arke t  p ri ces,  the re  i s typ i ca l l y no  d i scoun t  to  m arke t  p ri ce .



Costs & Expenses –  Dea l e r fees,  com m i ssi ons and  expenses associ a ted  wi th  AT M  p rog ram s a re  genera l l y si gn i f i can t l y l ower when  com pared  to
t rad i t i ona l  underwri t ten  o ffe ri ngs.

Com p l em enta ry Fi nanci ng –  An  AT M  p rog ram  does no t  p recl ude  an  i ssuer f rom  pursu i ng  o the r f i nanci ng  a l te rna t i ves and  can  be  used  i n  tandem
wi th  conven t i ona l  f i nanci ngs.

M anagem ent T i m e  & At ten t i on –  An  AT M  p rog ram  does no t  requ i re  a  roadshow, i nvesto r m ee t i ngs o r o the r t rad i t i ona l  m arke t i ng  e ffo rts.

Certa i n  coun te rva i l i ng  consi de ra t i ons associ a ted  wi th  AT M  p rog ram s tha t  have  l i m i ted  the i r appea l  to  da te  a re  sum m ari zed  be l ow. We expect  tha t  m ost
o f  these  l i m i ta t i ons wi l l  be  rem oved  when  the  Am endm ents com e i n to  fo rce ,  as d i scussed  i n  m ore  de ta i l  be l ow.

Exem pt i ve  Re l i e f –  Un t i l  the  Am endm ents com e i n fo  fo rce ,  i ssuers a re  requ i red  to  ob ta i n  exem pt i ve  re l i e f  be fo re  l aunch i ng  an  AT M  p rog ram .

Cap i ta l  L i m i ta t i ons –  NI  44 -102 ,  toge the r wi th  the  l i m i ta t i ons i m posed  by securi t i es regu l a to rs i n  exem pt i ve  re l i e f  o rde rs,  cu rren t l y l i m i t :  (i ) the
m axi m um  am oun t tha t  can  be  ra i sed  under an  AT M  p rog ram  to  10  pe r cen t  o f  an  i ssuer’s m arke t  cap i ta l i za t i on  a t  the  t i m e  the  AT M  p rog ram  i s
l aunched  (the  10  pe r cen t  M arke t  Cap),  and  (i i ) the  aggrega te  num ber o f  secu ri t i es tha t  m ay be  d i st ri bu ted  under the  AT M  p rog ram  on  any t rad i ng
day a t  25  pe r cen t  o f  the  i ssuer’s da i l y t rad i ng  vo l um e (the  25  pe r cen t  Da i l y Sa l es Cap).

M on th l y Report i ng –  Under the  cu rren t  AT M  ru l es,  i ssuers a re  typ i ca l l y requ i red  to  f i l e  m on th l y reports wi th  securi t i es regu l a to rs d i scl osi ng  the
de ta i l s o f  a l l  d i st ri bu t i ons m ade  under the  AT M  p rog ram  (the  M on th l y Report i ng  Ob l i ga t i on ).

L i qu i d i ty Requ i rem en ts –  T he  speed  wi th  wh i ch  cap i ta l  can  be  ra i sed  under an  AT M  p rog ram  i s dependen t  upon  how l i qu i d  a  pa rt i cu l a r stock i s.
S i gn i f i can t  l i qu i d i ty i s a l so  requ i red  to  avo i d  i m pact i ng  the  m arke t  p ri ce  o f  an  i ssuer’s sha res du ri ng  the  te rm  o f  the  p rog ram .

Ine ffect i ve  fo r La rge  Di scre te  Ra i ses –  AT M  p rog ram s, by the i r na tu re ,  a re  no t  approp ri a te  fo r ra i si ng  si gn i f i can t  am oun ts o f  cap i ta l  on  an  u rgen t
basi s.  In  such  i nstances,  m ore  conven t i ona l  m e thods o f  f i nanci ng  wi l l  be  necessary to  secure  the  desi red  funds i n  a  t i m e l y m anner.

Proposed amendments

T he  p roposed  Am endm ents a re  a i m ed  a t  reduci ng  the  regu l a to ry bu rden  and  cap i ta l  l i m i ta t i ons cu rren t l y i m posed  upon  i ssuers and  we  expect  when
i n troduced  the  Am endm ents wi l l ,  am ong  o the r th i ngs:

Rem ove  the  10  pe r cen t  M arke t  Cap .

E i the r:  (i ) rem ove  the  25  pe r cen t  Da i l y Sa l es Cap  en t i re l y,  o r (i i ) on l y rem ove  the  25  pe r cen t  Da i l y Sa l es Cap  fo r “h i gh l y l i qu i d  securi t i es”   and
re ta i n  i t  fo r a l l  o the r securi t i es.

E l i m i na te  the  requ i rem en t to  ob ta i n  exem pt i ve  re l i e f .

Rem ove  the  M on th l y Report i ng  Ob l i ga t i on .

Transition considerations for the proposed amendments

Al though  the  CSA’s p roposa l  i s uncl ea r abou t  how i ssuers wi th  exi st i ng  AT M  p rog ram s wi l l  t ransi t i on  i n to  the  new reg i m e  once  the  Am endm ents com e
i n to  fo rce ,  i t  i s ou r expecta t i on  tha t  i ssuers wi l l  si m p l y be  ab l e  re l y on  the  newl y conso l i da ted  am endm ents to  NI  44 -102  i n  l i eu  o f  be i ng  sub j ected  to
the  te rm s o f  the  the i r exi st i ng  exem pt i ve  re l i e f  o rde rs,  wh i ch  a re  l ess accom m odat i ng .  We wi l l  m on i to r the  Am endm ents fo r such  t ransi t i ona l  p rovi si ons
and  p rovi de  an  upda te  once  they a re  pub l i shed .  In  add i t i on ,  i ssuers who  cu rren t l y m a i n ta i n  act i ve  AT M  p rog ram s wi l l  be  ab l e  to  expand  the  scope  o f
cap i ta l  tha t  m ay be  ra i sed  under the i r p rog ram s once  the  Am endm ents com e i n to  fo rce  by am end i ng  and  resta t i ng  the i r p rospectus supp l em ents to
qua l i fy a  m ore  substan t i a l  am oun t than  i s cu rren t l y o the rwi se  pe rm i t ted  under the  10  pe r cen t  M arke t  Cap .

We expect  tha t  the  rem ova l  o f  the  10  pe r cen t  M arke t  Cap  l i m i ta t i on ,  a l ong  wi th  the  rem ova l  o f  the  o the r adm i n i st ra t i ve  bu rdens and  l i m i ta t i ons
d i scussed  above ,  wi l l  m ake  AT M  p rog ram s even  m ore  a t t ract i ve  to  i ssuers i n  the  fu tu re  and  wi l l  fu rthe r i ncrease  the i r popu l a ri ty i n  Canada  fo r bo th
dom est i c and  cross-bo rde r equ i ty o ffe ri ngs.

Is an ATM program right for you?

Whi l e  the re  a re  cl ea r advan tages to  an  AT M  p rog ram  fo r som e i ssuers –  and  these  advan tages wi l l  on l y be  m agn i f i ed  wi th  the  p roposed  Am endm ents
com i ng  i n to  fo rce  l a te r th i s yea r –  an  AT M  p rog ram  i s no t  a  one-si ze -f i ts-a l l  so l u t i on  and  shou l d  be  consi de red  i n  l i gh t  o f  an  i ssuer’s ove ra l l  cap i ta l
st ra tegy and  sensi t i vi ty to  d i l u t i on .

Con tact  one  o f  the  au tho rs o f  th i s bu l l e t i n  o r you r l awyer i n  BLG’s Cap i ta l  M arke ts Group i f  you  wou l d  l i ke  to  d i scuss whe the r an  AT M  p rog ram  i s ri gh t
fo r you .

 A security that: (a) has traded during a 60-day period ending not earlier than 10 days prior to
the distribution under the ATM an average of at least 100 times per day with an average
trading value of at least C$1 million per day; or (b) is subject to Regulation M under the
Securities Act of 1934 and is considered an “actively-traded security”  thereunder.
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