NOTICE OF REPUBLICATION FOR COMMENT

PROPOSED NATIONAL INSTRUMENT 54-101 COMMUNICATION WITH
BENEFICIAL OWNERS OF SECURITIES OF A REPORTING ISSUER,
FORMS 54-101F1, 54-101F2, 54-101F 3, 54-101F4,
54-101F5, 54-101F6, 54-101F7, 54-101F8 AND 54-101F9 AND
COMPANION POLICY 54-101CP

AND

RESCISSION OF NATIONAL POLICY STATEMENT NO. 41 - SHAREHOLDER
COMMUNICATION

I ntroduction

On February 27, 1998, the Canadian Securities Administrators (the "CSA") published for comment
proposed National Instrument 54-101 Communication with Beneficial Owners of Securities of a
Reporting Issuer (the "Nationad Instrument”), the related forms (the ""Forms), consisting of Forms 54-
101F1, 54-101F2, 54-101F3, 54-101F4, 54-101F5, 54-101F6, 54-101F7 and 54-101F8, and the
proposed Companion Policy 54-101CP (the "Companion Policy").

Following areview of the comments received, the CSA published on July 17, 1998 a second draft of
the proposed Nationd Instrument, proposed Forms and proposed Companion Policy. The comment
period for this second draft expired on September 15, 1998.

In this Notice, the versons of these materias published in February are cdled the "February Draft
Nationa Instrument”, the "February Draft Forms' and the "February Draft Companion Policy"
respectively. The versons of these materids published in July are referred to in this notice as the " July
Draft Nationd Insrument”, the "July Draft Forms' and the " July Draft Companion Policy" respectively.

During the comment period on the July Drafts, the CSA received submissions from a broad range of
commenters. Thelist of commentersis contained in Appendix A of this Notice, and the summary of
their comments, together with the CSA responses to those comments, are contained in Appendix B of
thisNotice. Asthe result of congderation of the comments, the CSA are proposing a number of
amendments to the July Drafts and are therefore republishing the proposed Nationa Instrument, the
Forms and the Companion Policy.

Through these proposed instruments, the CSA seek to continue, with some changes, the regulatory
regime concerning communication with beneficid owners of securities of areporting issuer currently
embodied in Nationa Policy Statement No. 41 ("NP 41"), which the instruments will replace.



The CSA are not publishing with this Notice, proposed National Instrument 54-102 Supplemental
Mailing List and Interim Financial Satement Exemption (“NI 54-102"), which replaces the
provisons of NP 41 and associated rules and blanket orders pertaining to supplementa mailing lists.

NI 54-102 was published for comment in February with the proposed Nationa Instrument, but will not
be republished for comment. NI 54-102 is expected to be adopted by the CSA at the sametime as
the proposed Nationa Instrument, with no materia changes from the version published on February 27,
1998.

The proposed National Instrument and Companion Policy are initiatives of the CSA, and the proposed
Nationd Instrument is expected to be adopted as arule in each of British Columbia, Alberta,
Manitoba, Ontario and Nova Scotia, as a Commission regulation in Saskatchewan, and as apolicy in
al other jurisdictions represented by the CSA. The proposed Forms will be adopted as rulesin
Ontario. The proposed Companion Policy is expected to be implemented as apolicy in dl of the
jurisdictions of the CSA.

Substance and Purpose of the Proposed National I nstrument, Forms and Companion Policy

The substance and purpose of the proposed Nationd Instrument, Forms and Companion Policy are to
establish an obligation on reporting issuers to send proxy-related materids to the beneficid owners of
its securitieswho are not registered holders of its securities, to provide a procedure for the sending of
proxy-related materials and other securityholder materia to beneficial owners, and, to impose
obligations on various parties in the securityholder communication process.

For additiond information concerning the background of the proposed Nationa Instrument, Forms and
Companion Policy, reference should be made to the notice (the "February Notice') that accompanied
the publication of the February Draft Nationd Instrument, February Draft Forms and February Draft
Companion Policy and to the Notice (the "July Notice") that accompanied the publication of the July
Draft Nationd Instrument, the July Draft Forms and the July Draft Companion Palicy.

Summary of Changesto the Proposed National Instrument from the July Draft National
I nstrument

This section describes the substantive changes made in the proposed Nationa Instrument from the July
Draft Nationa Instrument. Minor changes made for drafting or technica reasons are generdly not
described in this summary. For adetailed summary of the contents of the July Draft Nationa
Instrument, reference should be made to the July Notice.

Definitions
Changes from the July Draft National Instrument

The definition of "client response card” in the July Draft has been replaced by a definition of "client
response form". This change reflects the recognition that the response provided by clients may be



provided by electronic means as an dternative to a paper response. Conforming changes have been
made throughout the proposed Nationd Instrument.

The definition * beneficid owner determination date” has been changed to “beneficia ownership
determination date’ to reflect the fact that this date is used to determine not just the rlevant beneficid
owners, but aso their ownership positions.

The definition of "intermediary” has been amended to darify that the excluson from the definition of a
person or company that holds the security only as a custodian is limited to circumstances where that
person or company is not the registered securityholder nor holding as a participant in a depostory.

A definition of "legd proxy" has been added in conjunction with changes to section 4.5 of the proposed
Nationa Instrument. The proposed Nationd Instrument clarifies that beneficia ownersthat receive
proxy-related material may either provide voting indructions or acquire alega proxy and attend the
mesting to vote. The legd proxy ensures that such persons who attend a meeting have legd authority to
vote the securities that they beneficidly own. Legd proxy is defined as avating power of attorney in
the required form granted by an intermediary or reporting issuer to abeneficid owner. The form of the
legd proxy is set out in Form 54-101F8.

The definition of a"non-objecting beneficia owner” has been amended to delete the reference to
persons who fall to provide ingructions. This change has been made in conjunction with the deletion of
section 3.6 of the July Draft Nationa Instrument which provided that in the absence of ingructions, a
beneficid owner was deemed to be a non-objecting beneficia owner. In light of the obligation in
section 3.2 to obtain ingtructions from al new clients and the changes to section 3.3 with respect to
trangtional provisons concerning previoudy obtained ingtructions from existing clients, such default
provisons are conddered unnecessary. The definition, like the definition of "objecting beneficid owner”
has aso been amended to clarify that instructions by beneficia owners are given on an account-by-
account basis.

The definition of "non-objecting beneficia owner lig" has been amended to clarify that alist prepared in
non-electronic form isto contain the same information asis required by the form prescribed for alist in
electronic form (Form 54-101F5).

The definition of “ownership information” has been amended to include the eectronic mail address of
the beneficid owner, if known. This change has been made in conjunction with changes to section 3.2,
which now requires an intermediary to obtain the eectronic address, if available, from new clients, as
well as enquire whether the client wishes to consent and if so obtain the consent of the client to
electronic delivery of documents. The change is dso made in conjunction with changes to a Request for
Beneficia Ownership Information (Form 54-101F2) which provide for the request and receipt of
information with respect to the aggregate number of beneficial owners that have consented to the
electronic ddivery of documents through the intermediary, and, the information prescribed for aNOBO
list in Form 54-101F5, which now provides for an identification of e-mail addresses, where available,



for each NOBO and whether the NOBO has consented to eectronic ddlivery of securityholder
materias by the intermediary.

The definition of "participant lig" has been deleted as that term does not appear in ether the July Draft
Nationd Instrument or in the proposed draft Nationa Instrument.

The definition of “send” has been revised to ddete an express requirement for consent of the recipient
to dectronic form of ddlivery. Thisis condgstent with the principles set out in Nationa Policy 11-201
Delivery of Documents by Electronic Means (NP 11-201"), which suggests, but does not require,
that consent be obtained in order to satisfy the principles. The CSA do, however, request specific
comment on whether, in the case of this Instrument, there should be a requirement for specific consent?.

A definition of "transfer agent” has been added in conjunction with the addition of the new requirement
in subsection 2.5(4), that requires those seeking beneficid ownership information to do so through a
transfer agent. The term "transfer agent” is defined as a person or company that carries on the business
of atransfer agent.

Section 1.4
Changes from the July Draft National Instrument

Subsection 1.4(2) has been amended from the July Draft Nationa Instrument to permit an dternative
form of eectronic NOBO ligt to be used where both the party requesting and the party receiving the list
agree. Thiswill dlow parties who mutualy agree, to adopt aform that takes advantage of
improvements in technology without awaiting an amendment to the proposed Nationa Instrument.

Section 1.5

Section 1.5 provides that fees payable under the proposed Nationd Instrument shal be the amounts
prescribed by the gpplicable regulator or securities regulatory authority or, where no amount is
prescribed, a reasonable amount.

Changes from the July Draft National Instrument

Section 1.5 has been amended and the gppendix referred to in section 1.5 of the July Draft National
Instrument has been diminated. Asaresult of these changes, the proposed Nationa Instrument does
not make reference to specific fees, nor does the proposed Companion Policy. The proposed National
Instrument now permits fees to be prescribed, if desired and permitted, by individua jurisdictions. It

! Asisthe case with proposed s. 252.3(2) of the proposed new Canada Business Corporations Act
as st out in Bill S-9, 2000, An Act to amend the Canada Business Corporations Act and the
Canada Cooperatives Act and to amend other Acts in consegquence..



continues to require fees to be reasonable in jurisdictions where no fees have been prescribed. The
proposed Companion Policy no longer references any specific fee amounts the CSA consider to be
reasonable.

Section 2.1
Changes from the July Draft National Instrument

Section 2.1 has been amended to reduce to 30 days the minimum time between the record date for
notice of a meeting and the meeting date from the 35 days provided for in the July Draft Nationd
Instrument. This reflects the shorter time period for mailing now contained in sections 2.9 and 2.12 as
compared to NP 41. The change has been made to facilitate the caling of meetings on amore
expedited basis than under NP 41 and to conform more closdly to timing requirements for mailingsto
registered holders under corporate law.

Section 2.2
Changes from the July Draft National Instrument

Section 2.2 has been amended to specify that, subject to section 2.20, notification of a meeting must be
given a least 25 days before the record date for notice. The July Draft Nationa Instrument was silent
with respect to thistiming issue. Thisisareturn to the requirement contained in NP 41.

This change was made in conjunction with the addition of section 2.20, which provides a mechanism for
the shortening of thistime period if other requirements of the proposed National Instrument are satisfied
in the shorter time period.

This change is proposed to respond to comments that expressed concern that the omission of the time
periods now contained in subsections 2.2(1) and 2.5(1) would lead to reporting issuers not alowing
aufficient time to ensure that al the requirements of the proposed Nationd Instrument would be satisfied
before ameeting date. The proposed National Instrument reinstates the time periods contained in NP
41, but dlows for the dridgement of them if the reporting issuer complies with section 2.20.

Section 2.3

Section 2.3 requires a reporting issuer to make an intermediary search request when it sendsa
notification of meeting and record date and specifies the content of an intermediary search request.

Changes from the July Draft National Instrument

Subsection 2.3(1) has been amended to conform with section 5.3 by adding paragraph (a) to specify
that the intermediary search request shdl include a request for the identity of each entity that holds the
specified securities on behaf of the depository and the respective holdings of each such entity.
Conforming changes have been made to subsection 2.3(2) and section 2.4.



Paragraph 2.3(1)(b) has been amended to clarify that, like paragraph 2.3(1)(c), it is subject to the
provisions of section 2.4.

Subsection 2.5(1)
Changes from the July Draft National Instrument

Section 2.5(1) has been amended from the July Draft Nationd Instrument to specify that reporting
issuers are required to send requests for beneficid ownership information to proximate intermediaries at
least 20 days before the record date for notice of ameseting. The July Draft Nationa Instrument was
glent with respect to thistiming issue. Thisisareturn to the corresponding requirement contained in
NP41 and is made in conjunction with the addition of section 2.20, which provides a mechaniam for the
shortening of this requirement if arrangements are made for other requirements of the proposed
Nationa Instrument to be satisfied in the shorter time period.

This change is proposed to respond to comments that expressed concern that the omission of the time
periods now contained in subsections 2.2(1) and 2.5(1) would lead to reporting issuers not alowing
aufficient time to ensure that al the requirements of the proposed Nationd Instrument would be satisfied
before ameseting date. The proposed Nationd Instrument reingtates the time periods contained in
NPA41, but alows for the abridgement of them if the reporting issuer complies with section 2.20.

Subsection 2.5(2)
Changes from the July Draft National Instrument

Subsection 2.5(2) has been amended from the July Draft Nationa Instrument to clarify that a Request
for Beneficid Ownership Information that is not in connection with ameeting may be for any classor
series of securities (not just those with aright to receive notice of ameeting or to vote) and need not
necessarily be addressed to dl proximate intermediaries holding that class or series of securities.

Subsection 2.5(3)
Changes from the July Draft National Instrument

Subsection 2.5(3) has been amended to require that an undertaking confirming obligations with respect
to beneficid owner ligts be given with a Request for Beneficia Ownership Information that includes a
request for aNOBO list rather than a statutory declaration as was provided for in the July Draft
Nationa Insrument. Thisisareturn to the proposd in the February Draft Nationd Insrument. This
change recogni zes that a statutory declaration is not the most appropriate means of addressing promises
with respect to future conduct as distinct from statements of past conduct.

Subsection 2.5(4)

Subsection 2.5(4) requires that requests for beneficia ownership information be made through a
transfer agent.



Changes from the July Draft National Instrument

Subsection 2.5(4) is new. It has been added to ensure that proximate intermediaries need deal with
only alimited number of entities with repect to requests for beneficid ownership information. By
limiting the number of parties requesting and receiving this information from proximate intermediaries,
greater efficiencies and economies of scale may be redlized.

Section 2.6
Changes from the July Draft National Instrument

Section 2.6 has been amended from the July Draft National Instrument to excuse reporting issuers from
having to make intermediary search requests and requests for beneficid ownership information where
they dready have dl of the information which would be provided in response to a Request for
Beneficid Ownership Information. This amendment will, for example, excuse mutua fund issuers thet
maintain such information from complying with sections 2.3 and 2.5. The previous referencein the
section excusing compliance with section 2.7 has been deleted.

Section 2.12
Changes from the July Draft National Instrument

Subsection 2.12(1) has been amended from the July Draft Nationa Instrument to require a reporting
issuer that wishesto indirectly send proxy-related materid by prepaid mail other than firg-class mail to
send the materid to the proximate intermediary one day earlier than would be the case if the materid is
to be sent by other means. This change isintended to provide proximate intermediaries one extra day
to complete the extra steps required when securityholder materids are to be sent by mail and the malil is
other than firgt-class mail.

This amendment has been made in response to a comment received. A corresponding change has been
made to section 4.2.

Subsection 2.12(3) has been amended since the July Draft National Instrument to indicate that it applies
not only where the law of aforeign jurisdiction prohibits the reporting issuer from sending securityholder
materia directly to NOBOs but aso where the proximate intermediary has stated in response to the
Request for Beneficid Ownership Information that the law in the foreign jurisdiction requires the
proximate intermediary to deliver securityholder materias to beneficia owners. The subsection aso has
been amended to claify that if the conditionsin the subsection apply, the reporting issuer shall not send
securityholder materias to the NOBOs.

Section 2.14

Section 2.14 provides for the sending of securityholder materias indirectly through a proximeate
intermediary to beneficid owners.



Changes from the July Draft National Instrument

Referencesto a* certificate of mailing” or “other satisfactory proof of sending” have been smplified to
refer to a*“ certificate of sending’”.

Section 2.16

Section 2.16 requires that proxy-related materid sent to a beneficia owner of securities explain, in plain
language, how the beneficid owner may exercise voting rights attached to the securities.

Changes from the July Draft National Instrument

Section 2.16 has been amended since the July Draft Nationd Instrument to specifically provide that the
explanation provided with proxy-related materials sent to beneficia owners must include an explanation
of the right of the beneficid owner to attend and vote the securities directly at ameeting and a
description of how those rights may be exercised.

Section 2.18

Section 2.18 providesthat if areporting issuer that has sent proxy-related materias directly to NOBOs
receives awritten request from aNOBO for alegd proxy, the reporting issuer will arrange a no cost
to the NOBO to deliver alega proxy to the NOBO.

Changes from the July Draft National Instrument

Section 2.18 isanew section. It confirmsthat a NOBO that receives proxy-related materia for a
mesting directly from areporting issuer may request and receive alegd proxy and exerciseitsright to
vote a the meeting. Thelegd proxy ensures that such persons who attend a meeting have lega
authority to vote the securities that they beneficidly own and to change any voting instructions
previoudy given. This provison implements, in relation to reporting issuers that dedl directly with
NOBOs for a mesting, an obligation anaogous to that imposed on registrants or custodians by
Canadian securities legidation of some jurisdictions (including section 79 of the Securities Act
(Alberta)).

Section 2.20

Section 2.20 provides that an issuer may abridge the time for providing notification under subsection
2.2(1), or requesting beneficid ownership information under subsection 2.5(1), by filing with the
regulator a the time it files its proxy-related materia a certificate of one of its officers, reporting thet it is
relying upon section 2.20 and that it has arranged to have proxy-related materias for the meeting sent in
compliance with the Insrument to al beneficid owners at least 21 days before the dete fixed for the
meeting, and to have carried out al of the other requirements of the proposed Nationad Instrument.



Changes from the July Draft National Instrument

Section 2.20 is new. It has been added in connection with the amendments made to sections 2.2(1)
and 2.5(1) wherein specific time frames were reindtituted for providing notification of ameeting and
requesting beneficia ownership information. Section 2.20 dlows the time frames prescribed in section
2.2(1) and 2.5(1) to be abridged by filing the required officer's certificate.

Section 3.2

Section 3.2 establishes obligations on intermediaries that open an account for a client to send to the
client an explanation to clients and a client response form and obtain ingtructions from the client on the
matters to which the response form pertains, before the intermediary holds securities on behdf of the
client in the account.

Changes from the July Draft National Instrument

Section 3.2 has been revised to dso include a requirement that the intermediary obtain the eectronic
mail address of the client, if available, and, enquire whether the client wishes to consent, and if so,
obtain consent of the client, to eectronic ddivery of documents.

Section 3.3
Changes from the July Draft National Instrument

Section 3.3 has been amended since the July 1998 Draft Nationa Instrument. The July 1998 Draft
Nationa Instrument contemplated that a proximate intermediary that wished to seek new ingructions
from existing clientswould do so using Form 54-101F1. This section has been changed to delete the
requirement that Form 54-101F1 be used when new ingtructions are sought so asto alow proximate
intermediaries greater flexibility in seeking new indructions from existing dients. Thisisin conformity
with the new provisonsin section 3.4 that address the ability of aclient to change a any time the
choices it made, or was deemed to have made, in the client response form. An existing client that does
not respond to a new request for ingructions will continue to be governed by the indructions previoudy
given or deemed to have been given under NP 41. Thisis a change from the July 1998 Draft National
Instrument in which afailure to respond to a new request for ingtructions would have resulted in the
client having been deemed to have made the default dections set out in section 3.6 of the July 1998
Draft Nationa Ingtrument. This section has adso been amended from the July 1998 Draft Nationd
Instrument to clarify that a securityholder that is deemed to have eected not to receive dl securityholder
materias pursuant to NP 41 will not receive annua reports or financia statements that are part of
proxy-related materias for meetings at which only routine businessis to be conducted.

This section has aso been changed to provide that a beneficia owner that is deemed to be aNOBO
under subparagraph 2 of paragraph 3.3(b) (i.e. the beneficial owner did not respond to a client
response card provided under NP 41) will be deemed to be aNOBO for three years after the
proposed Nationa Instrument came into force. Paragraph 3.3(C) provides that the intermediary shall
seek new indructions from that client before the expiry of the three year period. This change has been
made to ensure that the proposed Nationa Instrument conforms with the spirit of the Personal



Information Protection and Electronic Documents Act (Canada) by placing limits on the extent to
which persond information may be provided without explicit ingtructions from the relevant beneficid
owner.

The CSA note that intermediaries that seek ingtructions from clients under NP 41 should advise the
clients of the implications under the proposed Nationa Instrument of the choices they make under NP
41,

Section 3.4

Section 3.4 provides that a client may at any time change the choices it made concerning disclosure of
ownership information and receipt of securityholder materias by advising the intermediary that holds
securities on the client's behdf.

Changes from the July Draft National Instrument

Section 34 isnew. It makes explicit the ability of aclient to change the choices it has previoudy made
or is deemed to have made with respect to the matters addressed in the client response form.

Ddetionsfrom Part 3

Section 3.5 of the July Draft Nationd Instrument provided that a dlient that isitself an intermediary is
not required to return any client response form received by it in connection with securities of which it is
an intermediary. This provison has been deleted to reflect the fact that the Instrument itself does not
require that a client return the client response form.

Section 3.6 of the July Draft Nationd Instrument, which prescribed the default consequencesiif a
beneficia owner failed to provide ingructions in the matters addressed in the client response form, has
been ddeted. In light of the obligation in section 3.2 to obtain ingructions from al new clients and the
changes to section 3.3 with respect to trangitiona provisions concerning previoudy obtained ingtructions
from existing clients, such default provisions are consdered unnecessary.

Section 3.7 of the July Draft National Instrument, which provided that OBOs bore the costs of
confidentiaity in connection with the sending of securityholder materids to them, has aso been deleted.
The CSA have resolved to be slent on that issue and alow the market to permit how the cogts of
delivery to OBOs will be borne where the matter is not addressed by locd rule.

Section 4.1

Changes from the July Draft National Instrument

Subsections 4.1(1) and 4.1(2) have been reordered. Paragraphs 4.1(1)(b) and (c) have been revised
to provide that the reference date used for calculating the three business days for response should be

the “beneficia ownership determination date”, and not the “record date for notice’, to account for the
fact that the information is to be prepared “as at the beneficial ownership determination date’.



Subsection 4.1(3) has been amended to clarify that it pertains to requests for beneficia ownership
information that relate to neither ameeting nor the sending of securityholder materids. The July Draft
National Instrument indicated the subsection only gpplied to requests that did not relate to a meeting.

Section 4.1 has aso been amended to del ete the requirement that a NOBO list requested in connection
with a meeting be provided in dectronic format. Amendments to the Request for Beneficid Ownership
Information form, however, specify that if a proximate intermediary is able to do so, it must respond to
requests for aNOBO list by providing the list in dectronic format.

Section 4.2
Changes from the July Draft National Instrument

A new subsection (2) has been added since the July Nationd Instrument. This subsection has been
added in conjunction with the amendment of section 2.12. The change extends from three business
days to four business days the time within which a proximate intermediary must send securityholder
meaterials where the materids are being sent by prepaid mail other than first class mail. This changeis
intended to provide proximate intermediaries one extra day to complete the extra steps required when
securityholder materids are to be sent by mail and the mail is not first class mail.

Section 4.3
Changes from the July Draft National Instrument

The introductory phrase, "Except as required by securities legidation”, that gppeared in the July Draft
Nationd Instrument has been deleted. This condition is no longer considered necessary.

Section 4.5

Section 4.5 requires an intermediary that receives awritten request from a beneficia owner for alegd
proxy to provide alegd proxy in the prescribed form at no cost to the beneficia owner.

Changes from the July Draft National Instrument

Section 4.5isnew. It isdesigned to ensure that beneficia ownersthat recelve proxy-related materia
may, as an dterndive to providing voting indructions, request alega proxy and exercise their right to
vote a the meeting. Thelegd proxy ensures that such persons who attend a meeting have lega
authority to vote the securities that they beneficidly own, and to change any voting ingructions
previoudy given.

Section 4.7
Section 4.7 clarifies that nothing in Part 4 requires a person or company to send securityholder

materias to abeneficid owner if securities legidation pecificaly permits the person or company to
decline to do so.



Changes from the July Draft National Instrument

Section 4.7 is new, and recognizes that the provisions of the securities legidation of some jurisdictions
specificaly permit intermediaries to decline to forward securityholder materias to beneficid owners
unless arrangements have been made for the payment to the intermediary for so doing. The CSA do
not intend to override these provisonsin this Insrument. This change is made in conjunction with the
deletion of section 3.7 of the July Draft Nationa Instrument, which provided that OBOs were required
to bear the codts of confidentidity. The CSA have resolved to be silent on that issue and dlow the
market to permit how the costs of ddivery to OBOs will be borne where the matter is not addressed by
locd rule.

Section 5.3
Changes from the July Draft National Instrument

Section 5.3 has been amended since the July Draft to clarify that the response to an intermediary search
request must identify each entity that holds the specified securities on behaf of the depository and must
identify the respective holdings of each such entity.

Part 6
Changes from the July Draft National Instrument

Subsection 6.1(1) has been amended to address the circumstance where a person or company does
not require al of the NOBO lists in the reporting issuer’ s possession to provide for specific NOBO

lists requests. This change is conggtent with the ability of areporting issuer to make specific NOBO
lists requests under subsection 2.5(2) of the Instrument.

Subsection 6.1(2) has been amended. 1t now requiresthat a request for aNOBO list be accompanied
by an undertaking in the form of Form 54-101F9 confirming the obligations with respect to aNOBO
ligt. This replaces the requirement in the July Draft Nationd Instrument for a statutory declaration in the
required form. As noted above, thisis areturn to the proposal in the February Draft Nationa
Instrument and recognizes that a statutory declaration is not the most appropriate means of addressing
promises with repect to future conduct as distinct from statements of existing fact. A smilar change
has been made to subsection 6.2(5). Subsection 6.1(3) has been added to specifically provide for the
fee to be paid to reporting issuers that provide NOBO lids; this fee was dready referred to in
subsection 6.1(4). Thetime for areporting issuer to respond to arequirement for existing NOBO lists
has been extended from three business days to ten days, which is consigtent with the time prescribed by
the Canada Business Cor porations Act for reponding to requests for a securityholder lig.

Part 9
Section 9.1

Section 9.1 of the July Draft Nationa Instrument provided that the time periods applicable to send the
proxy-related materias prescribed in the Instrument do not apply to the sending of annua financia



datements or annua reportsif the statement or report is sent by the reporting issuer to beneficial
owners of the securities within the time limitations established within applicable corporate law and
securities legidation for sending to registered holders of the securities.

Changes from the July Draft National Instrument

Section 9.1 has been amended to clarify that the reference to sending, including the applicable time
limitations, means direct or indirect sending in accordance with the Instrument.

Part 10

Part 10 has been amended to provide updated trangitiona provisions. The CSA are proposing that the
proposed Nationa Instrument come into force on July 1, 2001 but will apply to the sending of proxy-
related materias only for meetings held on or after January 1, 2002. It is proposed that the proposed
National Instrument gpply to the sending of securityholder materias other than proxy-related materids
occurring on or after July 1, 2001. The sending of proxy-related materids for meetings held between
July 1, 2001 and January 1, 2002 are exempt from the proposed Nationd Instrument so long as they
are sent in accordance with NP 41.

In addition, no person or company shal be obliged to furnish aNOBO list under the proposed
Instrument before September 1, 2001.

These changes are designed to permit participantsin the securityholder materias distribution process
adequate time to make necessary systems and operational changes.

Summary of Changesto the Proposed Forms

A number of changes were made to the proposed Formsin order to conform the Formsto
amendments made to the proposed Nationa Instrument.

The Client Response Form (Form 54-101F1) has been amended to remove al references to default
eectionsin the event the form is not completed. In light of the obligation on intermediaries to obtain the
ingructions referred to in the form, the default provisons prescribed in the July Draft Nationa
Instrument were considered unnecessary and have been deleted. Conforming changes to the Client
Response Form have aso been made to carify that a beneficial owner that declines to receive dl
securityholder materias will not recelve annua reports and financia statements that are part of proxy-
related materials for meetings a which only routine business is to be conducted, unless the reporting
issuer eects, at its expense, and otherwise in accordance with the Instrument, to send these materialsto
al beneficid owners. This form has dso been revised to provide for disclosure of any fees or charges
the intermediary may require a client that isan OBO to pay in connection with the sending of security
holder materia. The definition of routine business in this form has been revised to restate the definition in
the proposed Nationa Instrument.

Provision has aso been made in Form 54-101F1 for the intermediary, at its option, to advise OBOs
that it may elect not to forward securityholder materials unless the beneficia owner or the rdlevant
issuer pays the costs of delivery.



Provision has been made in Form 54-101F1 for the intermediary to obtain the eectronic mail address
of itsdient if the client has one.

Provison has aso been made in the form to permit a consent to eectronic ddlivery of documents to be
obtained in the manner contemplated by proposed NP 11 -201.

References on the Client Response Form to an OBO being required to pay for the costs of delivery of
securityholder materias have been deleted. The client response form may contain a place where an
OBO can indicate its agreement to pay costs of delivery of securityholder materids that are not borne,
or required to be borne, by another person or company.

The Request for Beneficid Ownership Information (Form 54-101F2) has been amended to make some
provisons more clear and to conform with changes in the proposed National Instrument. The form
now requires enclosure of an undertaking, rather than a statutory declaration, relaing to use of any
NOBO ligt provided in response to the request. The form has aso been amended to remove the ability
of aparty requesting a NOBO list to indicate whether or not it wishes the list to be in eectronic or non-
electronic format. The response has been amended to require that if a proximate intermediary isable to
do 0, it must respond to arequest for aNOBO list by providing it in eectronic format.

The Request for Beneficid Ownership Information requires the reporting issuer to state whether the
reporting issuer will pay the costs associated with the delivery of the securityholder materialsto OBOs
by intermediaries.

The Request for Beneficid Ownership Information has been revised to more specificaly address the
sending of materids other than by mail. It has aso been revised to facilitate the request of information
from intermediaries on the number of OBOs and NOBOs that have declined to receive the materias to
the extent applicable, and on the aggregate number of beneficia owners who have consented to
electronic ddlivery of documents by the intermediary to the beneficid owner. The form has dso been
revised to require the intermediary to state the number of OBOs with addresses, as shown in the
records of the intermediary through which the OBO holds securities, in each jurisdiction, so asto
facilitate the potentia alocation of the costs of sending securityholder materids which may be
dependant upon the jurisdiction in which the OBO is resident.

The Proximate Intermediary Response (also part of Form 54-101F2) has aso been amended to
require awarning on the response to the effect that it is an offence to use aNOBO list for purposes
other than those provided for in the proposed Nationd Instrument. A similar warning has been added
to the Electronic Format for NOBO List (Form 54-101F5).

The Proximate Intermediary Response now aso specifiesthat if a proximate intermediary isin aforeign
jurisdiction and the law in that jurisdiction requires the proximate intermediary to deliver securityholder
materids to beneficid ownersincluding NOBOs, thisfact may be stated in the reponse. This change
conforms with the amendment to subsection 2.12(3) of the proposed Nationa Instrument.

The Proximate Intermediary Response requires a proximate intermediary to state whether there are any
intermediaries, that are entitled to decline to forward, and who will not forward securityholder materids
to an OBO, unlessthe OBO, or the relevant issuer, pays the costs of delivery.



The Omnibus Proxy (Depositories) (Form 54-101F3) and the Omnibus Proxy (Intermediaries) (Form
54-101F4) have been amended to delete certain restrictions that previoudy appeared on the face of the
form of proxy. They have aso been amended to clarify that the proxies are given as a the beneficia
ownership determination date for the meeting, with the inclusion of ingructions to date and to sign the
forms of proxy.

The prescribed electronic format for NOBO lists, Form 54-101F5, has been revised to use full
caendar yearsin dates. It has also been reordered somewhat and amended to add space for NOBO's
e-mail addresses, and to provide space to indicate if consent was given for dectronic delivery by the
intermediary to the beneficial owners, as contemplated by Nationa Policy 11-201; except in respect of
new clients, thereis no existing obligation to collect thisinformation, and it is recognized that these fidlds
may not be completed for all NOBOs.

The form has dso been amended to provide fields that disclose whether beneficia owners have
consented to eectronic delivery of documents and, in the case of OBOs, agreed to pay the costs of
delivery of documentsto them.

Request for Voting Instructions Made by a Reporting Issuer (Form 54-101F6) and the Request for
Voting Ingtructions Made by an Intermediary (Form 54-101F7) have been amended to clarify the right
of beneficia ownersto atend meetings and vote in person by obtaining alegd proxy. These forms have
a0 been amended to provide for inclusion of ingtructions for gppointing an aternate proxy and to
delete the previous references to the provision of return envelopes, reflecting the fact that the
ingtructions may not be transmitted by mail.

The new proposed Form 54-101F8 isalegal proxy that can be used by a beneficid owner that
receives proxy-related materia and wishes to atend a meeting of securityholder rather than providing
voting ingtructions. It has aso been amended to require identification of not just the registered holder of
the subject securities, but any intermediaries from whom the proxy is derived, in order to facilitate
reconciliation.

Form 54-101F9 (previousy Form 54-101F8) now consists of an undertaking rather than aform of
Statutory declaration.

Summary of Changesto the Proposed Companion Policy

This section describes changes made in the proposed Companion Policy from the July Draft
Companion Policy. For adetailed summary of the contents of the July Draft Companion Policy,
reference should be made to the July Notice.

Section 2.2

Subsection (1) of this section has been amended to reflect the changes to the terms of subsection
2.12(3) of the proposed Nationa Instrument. It notes that if areporting issuer is precluded from
sending securityholder materias directly to NOBOs because of conflicting requirements of foreign law,
it must send the materias indirectly through proximate intermediaries.



Section 3.1
Changes to the Draft Companion Policy

This section has been amended to reflect the changes to the timing requirements stipulated in sections
2.2, 2.3 and 2.5 of the proposed Nationa Instrument and the addition of section 2.20 to the proposed
Nationd Instrument. It has dso been amended to note that the minimum time framesin sections 2.9
and 2.12 of the Nationa Instrument for the sending of proxy-rdlated materias are minimum
requirements and that good corporate practice dictates that certain materias be sent earlier than the
minimum required detes in the Ingrument.

Ddetionsfrom Part 3

Section 3.2 of the July Draft Companion Policy referred to the fee schedule identified in 1.5 of the July
Draft Nationa Instrument, attached as an Appendix to the July Draft Nationa Instrument, and
explained that the July Draft Nationa Instrument required payment of feesin a reasonable amount, or in
the case of British Columbia, afixed amount. Section 3.2 also stated that the CSA consdered the fees
fixed by British Columbiato be reasonable, in light of current procedures and technology. As aresult of
the amendment of section 1.5, which iminated the reference to an Appendix in the proposed Nationd
Instrument, the proposed Nationa Instrument no longer contains afee schedule. Section 3.2 of the July
Draft Companion Policy has been deeted with the eimination of the Appendix.

Section 3.3 of the July Draft Nationd Policy summarized sections 6.1 and 6.2 of the July Draft Nationa
Instrument. This was considered unnecessary and has been deleted. A new subsection 3.3(1) clarifies
that a Request for Beneficial Ownership Information under subsection 2.5(2) of the proposed National
Instrument may be for any class or series of securities, not just those with aright to receive notice of, or
to vote at, a meeting, and need not necessarily be sent to al proximate intermediaries holding that class
or series of securities. A new subsection 3.3(2) addresses the fact that a proximate intermediary mugt,
if itisableto do so, respond to arequest for aNOBO ligt by providing the list in eectronic format.

The new subsection 3.3(2) indicates that a reporting issuer that wishes ahard copy of aNOBO list
should make arrangements for its transfer agent to convert the eectronic format of NOBO ligs that the
transfer agent receives to a paper copy.

Section 4.1

Section 4.1 has been amended to provide that it is expected that proximate intermediaries will aert their
clients to the costs and other consequences of the optionsin the client response form.

Section 4.3
Subsection 4.3(2) has been amended to clarify that the obligation of an intermediary to reconcile

positions applies both to securities that are held directly and those held through nominees, depositories
and other intermediaries,



Section 4.5

Section 4.5 is new and notes the obligations of an intermediary to notify each depository of changesin
any information previoudy provided by it under section 3.1 of the Instrument within five business days
of the change. This section notes that the five business days is a maximum and thet it is expected that
intermediaries will provide notice of such changes as soon as possible, and if possible, in advance.

Section 4.7

Section 4.7 is new and has been added to discuss the respongibilities of intermediaries to their beneficia
owners apart from the sending of securityholder materid. It restates paragraph (ii) of Part 1X of NP 41.

Section 5.4

Subsection 5.4(4) has been added. 1t encourages proximate intermediaries to request e-mail addresses
and consents from clients to permit the eectronic sending of securityholder materids.

Subsection 5.4(5) has also been added. It refersto the obligation for intermediaries to seek from new
clientstheir consent to dectronic delivery of documents or to enquire as to whether or not the client
would like to give their consent. It dso dlarifies the significance of information to be included in NOBO
lists concerning whether or not the NOBO has consented to the electronic ddlivery of securityholder
materias. It notes that this information may be of interest to a reporting issuer in connection with the
reporting issuer’ s decision on whether to send materias directly to NOBOs and whether eectronic
delivery should be used for the sending. It cautions, however, that any consent of a beneficia owner in
favour only of itsintermediary cannot be used by the reporting issuer.

Section 5.5

Section 5.5 is new. It concerns the “householding” of materids and suggests that the ddlivery of asingle
set of securityholder materias to a single investor who holds securities of the same class and two or
more accounts with the same address would satisfy the delivery requirements under the Instrument. It

dates that the sending of a single document in those circumstances is encouraged in order to reduce the
cogts of securityholder communications.

Section 6.3

Section 6.3 has been amended to delete the reference to materias being furnished “in bulk” to reflect
the fact that materials may not dways be tranamitted in physica form.

Comments on proposed National Instrument, Forms and Companion Policy

Interested parties are invited to make written submissions with respect to the proposed Nationa
Instrument, Forms and Companion Policy.

The CSA request specific comment on whether the Instrument should in the definition of “send”
contemplate eectronic delivery only where consent isfirst obtained, or whether the Instrument should in



this respect conform to Nationd Policy 11-201, which suggests, but does not specificaly mandate,
consent.

Submissions received by November 1, 2000 will be considered.

Submissions should be sent, in duplicate, to al of the Canadian securities regulatory authorities listed
below in care of the Ontario Securities Commission as indicated below:

British Columbia Securities Commission
Alberta Securities Commission
Saskatchewan Securities Commission

The Manitoba Securities Commission
Ontario Securities Commission

Office of the Adminigtrator, New Brunswick
Regigirar of Securities, Prince Edward Idand
Nova Scotia Securities Commission
Department of Government Services and Lands, Newfoundland and L abrador
Regigrar of Securities, Northwest Territories
Regisirar of Securities, Y ukon Territory
Regigrar of Securities, Nunavut

¢/o John Stevenson, Secretary
Ontario Securities Commisson
20 Queen Street West

Suite 800, Box 55

Toronto, Ontario M5H 3S8

Submissions should aso be addressed to the Commission des vaeurs mobiliéres du Québec asfollows:

Claude St Pierre, Secretary

Commission des vaeurs mobilieres du Québec
800 Victoria Square

Stock Exchange Tower

P.O. Box 246, 17th Floor

Montréal, Québec H4Z 1G3

A diskette containing the submissions (in DOS or Windows format, preferably WordPerfect) should
aso be submitted. As securities legidation in certain provinces requires that a summary of the written
comments received during the comment period be published, confidentiaity of submissons received
cannot be maintained.



Quegtions may be referred to any of:

Diane Joly

Directrice de larecherche et du développement des marchés
Commission des vaeurs mobiliéres du Québec

(514) 940-2199, Ext. 2150

emdl:  DianeJoly@cvmg.com

Glenda A. Campbell

Vice-Chair

Alberta Securities Commission

(403) 297-6454

emal: Glenda.Campbell @seccom.ab.ca

Robert Hudson

Manager and Senior Lega Counsd
British Columbia Securities Commission
(604) 899-6691

or (800) 373-6393 (in B.C.)

emal: rhudson@bcsc.bc.ca

Veronica Armstrong

Senior Policy Advisor

British Columbia Securities Commission
(604) 899-6738

or (800) 373-6393 (in B.C.)

emal: varmstrong@bcsc.bc.ca

Robert F. Kohl

Senior Lega Counsel, Corporate Finance
Ontario Securities Commisson

(416) 593-8233

emal: rkohl@osc.gov.on.ca

Rescission of National Policy Statement No. 41

NPA41 is replaced by the proposed National Instrument. The text of the proposed rescission is:

"Nationa Policy Statement No. 41 - Shareholder Communication is rescinded effective
upon the date proposed Nationa Instrument 54-101 comes into force.”

Text of Proposed National Instrument, Forms and Companion Policy

The text of the proposed Nationd Instrument, Forms and Companion Policy follow, together with
footnotes that are not part of the Nationa Instrument, Forms or Companion Policy, as applicable, but

have been included to provide background and explanation.



DATED: September 1, 2000
APPENDIX A

LIST OF COMMENTERS
ON
PROPOSED NATIONAL INSTRUMENT, FORMSAND COMPANION POLICY

Caedonia Mining Corporation dated February 24, 1999

Canada Trust dated September 10, 1998

Canadian Investor Relations Ingtitute dated September 18, 1998

Canadian Bankers Association dated September 15, 1998

Canadian Depository for Securities dated September 8, 1998

Canadian Corporate Shareholders Services Association dated September 15, 1998
Independent Investor Communications Corporation dated August 11, 1998
Investment Deadlers Association of Canada dated August 20, 1998
Investors Group Financia Services Inc. dated September 14, 1998

Royal Trust dated September 15, 1998

Marketing News Publishing Inc. dated February 15, 1999

Security Transfer Association of Canada September 15, 1998

*13. Canadian Shareowners Association dated May 26, 1998

*14. Farvest Investments dated June 19, 1998
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* These | etters contained comments on the February Draft Nationd Instrument but were received
following expiry of the comment period for thet draft.



APPENDIX B

SUMMARY OF COMMENTSRECEIVED AND RESPONSE OF THE CANADIAN
SECURITIESADMINISTRATORS ON THE PROPOSED NATIONAL INSTRUMENT,
FORMSAND POLICY

1. INTRODUCTION

On February 27, 1998, the Canadian Securities Adminigtrators (the "CSA") published for comment
proposed Nationd Instrument 54-101 Communication with Beneficial Owners of Securities of a
Reporting Issuer (the "Nationa Instrument"), Forms 54-101F1, 54-101F2, 54-101F3, 54-101F4, 54-
101F5, 54-101F6, 54-101F7 and 54-101F8 (the "Forms"), the proposed Companion Policy 54-
101CP (the "Companion Policy") and, in Ontario, the proposed |mplementing Rule 54-801.2

Following areview of the comments received, the CSA published on July 17, 1998 a second draft of
the proposed Nationa Instrument, Forms and Companion Policy. The comment period for this second
draft expired on September 15, 1998.

In this Notice, the verson of these materids published in February are caled the "February Draft
Nationa Instrument”, the "February Draft Forms' and the "February Draft Companion Policy"
repectively. The verson of these materids published in July are referred to in this notice as the " July
Draft Nationd Insrument”, the "July Draft Forms' and the " July Draft Companion Policy" respectively.

CSA received 12 submissions on the July Draft Nationd Instrument. The commenters providing the
submissions can be grouped as follows:

Mutua Fund Companies/Regidtrants 1
- Investors Group Financid ServicesInc. ("IG")

Trade Asociations 4
- Canadian Bankers Association ("CBA")

- Canadian Investor Relations Ingtitute ("CIRI™)
- Canadian Corporate Shareholders Services Association ("CCSSA™)
- Security Trandfer Association of Canada ("STAC")

Sdf-Regulatory Organizations 1
- Investment Dealers Association of Canada ("IDA™)

Fnancdid Inditutions 2
- Canada Trugt ("CT")
- Royd Trust ("RT")

Others 4
- Canadian Depository for Securities Inc. ("CDS")

2 (1998), 21 OSCB 1388,



- ADP Independent Investor Communications Corporation
("lCC"), whose comment adopted a letter of
Stikeman, Elliott

- Market News Publishing Inc. ("MNP")

- Cdedonia Mining Corporation ("Caedonid’)

TOTAL 12

Following expiry of the comment period for the February Draft Nationa Instrument, CSA recelved
comments on that draft from Canadian Shareowners Association ("CSha') and Fairvest Securities
Corporation ("Fairves”). Although the CSA consider that the points raised in those comments were
adequatdly identified and addressed through the points raised by other comment lettersin Appendix "B"
to the July Notice, those two comment |etters are also addressed specifically below.

Copies of the comment letters may be viewed at the office of Micromedia, 20 Victoria Street, Toronto,
Ontario, (416) 312-5211 or (800) 387-2689; the office of the British Columbia Securities
Commission, 200-865 Hornby Street, Vancouver, British Columbia, (604) 899-6660; the office of the
Alberta Securities Commission, 4™ Floor, 300 - 5" Avenue SW. Calgary, Alberta, (403) 297-6454;
and the office of the Commission des valeurs mobiliéres du Québec, Stock Exchange Tower, 800
Victoria Square, 22nd Floor, Montréal, Québec, (514) 940-2150.

The CSA have conddered the comments received and thank al commenters for providing their
comments. The July Draft Nationd Ingtrument, July Draft Forms and July Draft Companion Policy
have been amended to reflect a number of the comments, and are being republished for further
commernt.

The following is a summary of the comments received, together with the CSA's responses and, where
applicable, the proposed changesin response to the comments. The republished versons of these
instruments are caled the "proposed Nationd Instrument”, the "proposed Forms® and " proposed
Policy" in this Appendix. Terms used in this summary that are defined in the proposed Nationa
Instrument have the meanings ascribed to them in that Instrument.

2. GENERAL COMMENTS
Permitting Reporting Issuersto Send Material Directly to NOBOs.

The most controversid aspect of the July Draft Nationd Instrument as evidenced by the comments
received remained the proposal to permit reporting issuers to deliver securityholder materids that are
proxy-related materias directly to NOBOs of their securities. The commenters that objected to this
proposa continued to express the view that the proposal ran the risk of significant inefficiencies for
those partiesinvolved in the process of distributing securityholder materias. The comment repeated by
severd of the commenters, including the IDA, 11CC, CT, CShaand the CBA, was that the existing
shareholder communication process is operating efficiently and should not be changed (or that any
changes should be within the NP41 framework). 1DA noted that the number of complaintsit received
from shareholders had dropped to dmost zero. These commenters raised concerns about short term



didocation, thereby raising costs and undermining investor confidence in the efficiency and integrity of
the shareholder communication process. The I1CC described the July Draft Nationd Instrument as a
"compromise with no objective criteria againgt which it can be measured [and] no disciplined analys's of
cogts and benefits'. It commented that the proposed Instrument will harm ordinary investors. The
CSA were dso criticized for their fallure to carefully andlyze the current process and congder al of the
available dternatives. RT expressed the view that the proposed Nationd Instrument will make the
system unnecessarily complex, confusing, inefficient and costly for al parties. CShanoted it does not
receive complaints about receipt of disclosure information and voting processes from its 14,000
members and expressed concern that opening up the mailing processto "sdlf-service' by issuers may
make the ddivery of information to retail investors less effective than it istoday. CSha commented that
permitting issuers to conduct the proxy process may well lead to problemsin the voting process and
noted that unless regulators sandardize forms and procedures for issuers, they are likdly to use different
formats for proxy voting which will add confusion to voting and thereby result in lowered voting rate by
retal investors.

CCSSA, in contrast, commented that issuers continue to wish to be able to communicate directly with
al of their shareholders and to have a choice of service provider in afree market competitive system
and indicated that the changesin this regard contemplated by the July Draft Nationa Instrument had its
wholehearted support. STAC commented that it was time to move the agenda forward and implement
the new Nationa Instrument for the benefit of Canadian beneficia shareholders. Caedonia sought to
register "'in the strongest possible terms’” its support for the July Draft Nationd Instrument and
commented that the changeis long overdue.

Response

The CSA continue to beieve in the principle and importance of issuers having access to information
about their beneficid owners combined with the right and ability to communicate directly with their
beneficia owners. That is the relationship that exists under corporate law between reporting issuers
and registered holders of securities. The CSA are attempting, to the extent possible and practicd, to
put beneficid owners of securities in the same position as registered holders of securities.

The CSA have considered the concerns expressed about the possibility of reduced efficiencies,
compared to the existing communication process. However, the CSA believe that the objectives
outlined above, and the benefits that could result, are so important that they outweigh efficiency
concerns relating to the mailing process,

Some commenters submitted that there was no need to change NP41 because reporting issuers were
satisfied with the exigting policy. To investigate this submisson, the CSA sent survey questionnaires, in
English and French, to 200 reporting issuers that had been randomly selected, and to dl reporting
issuers comprising the TSE 35. Thiswas followed by a second survey of the same issuers, containing a
few dightly revised questions. A tota of 78 and 83 issuers responded to the first and second surveys,

respectively.

A magority of issuers that responded were ether "unsatisfied” or "very unsatisfied” with the existing
system of securityholder communications. They wanted the opportunity to communicate directly with
beneficia owners of their securities. In response to a question abouit the likelihood that they would use



alig of their beneficia ownersto send out proxy-related materids, a substantid mgority of the issuers
replied that it was "somewhat” or "very likely" that they would do so. Two-thirds of the issuers would
aso usethelist to send other materials, such as press releases, to beneficid owners.

In addition to conducting the survey, CSA daff, during on-Site meetings, analyzed "back office" systems
used by participants in the securityholder communications process. The results of this andysis have
influenced the proposed Nationd Instrument. However, the CSA have not been able to achieve a
complete consensus concerning the proposed National Instrument, because certain market participants
have mutudly exclusive interests. The proposed Nationa Instrument represents what the CSA believe
is an gppropriate baancing of interests.

Application to Non-Proxy-Materials

The 11CC noted that the July Draft Nationa Instrument did not make its procedures mandatory with
respect to distribution of non-proxy materials and proposed that a uniform procedure should apply in
respect of dl shareholder materials and in particular corporate actions.

Response

The rationae for making the proposed Nationd Instrument permissive rather than mandatory with
respect to non-proxy materials, asis the case under NP41, was explained in the July Notice. While the
CSA encourage the use of the regime established under the proposed Nationd Instrument for non-
proxy materids, they do not fed it is gppropriate to make the use of that regime mandatory at thistime
for dl digtributions given the generd lack of consensus on the point and the desire not to hold up the
implementation of the proposed Nationd Instrument.

Lossof Confidentiality

CT expressed the view that loss of confidentidity will result from the implementation of the proposed
Nationa Instrument. The concern expressed was that confidentidity could only be maintained if a
beneficid owner opts to become an OBO, which imposes on the beneficiad owner certain codis related
to securityholder communications. CT aso commented and expressed concern that it would have no
control over how information required to be provided by it to others would be used.

Response

The confidentiaity rights in the proposed Nationd Instrument reflect thosein NP41. The beneficia
owner of securities will continue to have the express right to remain anonymous to reporting issuers.

Lossof Control
CT commented that its clients should be able to expect that it would be in control of processes that

affect their accounts but that under the proposed Nationd Instrument it will lose the control it had under
NP41 of the mailing process.



Response

If atrust company, for example, is uncomfortable with the concept of direct mailing by reporting issuers
to the trust company's clients, it is open to the trust company to addressthisissuein its client
agreements by requiring al of its clients to be OBOs and thus continue the process asit currently exists
under NP41.

Non-Delivery of Material

The CBA suggested that further consideration be given to specifying in the proposed Nationd
Instrument that an intermediary is not responsible for the non-ddivery of materia to NOBOs where a
reporting issuer has dected to digtribute the materia directly.

Response

The CSA regard this as aclient relationship issue that may be addressed by each intermediary ina
manner satisfactory to both it and its client.

SecuritiesLending

CBA proposed that the proposed National Instrument address the legal issue asto who, as between a
borrower or lender of securities, is entitled to vote. CCSSA dso identified thisas agap in the July
Draft Nationa Instrument.

Response

The proposed Nationa Instrument addresses a process for securityholder communications, not the
rights of securityholders. The CSA believe that the issue of who votes the securities that are subject to
asecurities lending arrangement is a contractual matter between the borrower or lender and beyond the
scope of the proposed National Instrument. Market participants, however, cannot under the proposed
Nationa Instrument vote any securities that they are not lawfully entitled to vote. Where securities
lending has occurred, section 4.3 of the proposed Companion Policy applies and in reconciling
positions, the intermediary should only congder securitiesit or its clients have the right to vote.

Benefits of Competition and Economies of Scale

IDA in its comments commented that the proposed Nationd Instrument provides no clear vison of how
the proposed change will actually work and expressed scepticism that the benefits of competition
anticipated by the proposed Nationd Instrument will in fact beredlized. It noted that the revenue of the
"monopoly" provider of the proxy solicitation service was less than $8 millionin 1997. IDA

commented thet if the revenue available for shareholder communications is fragmented among many
providers, the likely result will be that exigting systems will not continue to improve. RT commented
that further analysis was required as to whether economies of scale would result from the introduction
of the proposed Ingtrument. Similarly, 1CC commented that it might be helpful to retain outside
expertise to review whether there are additional economies of or efficiencies of scae that might be
exploited in the shareholder communications process. [1CC went on to critique the CSA analyssin the



July Draft of the efficiencies of the proposed system. 11CC criticized CSA for disregarding the cost and
expense implications arising from the July Draft Nationd Instrument which it believed disregards market
redities, would hamstring current technology and remove incentives to develop and implement new
technology. 11CC commented that opportunities to automate using e ectronic communications will be
lost under the draft instrument and that eectronic links with CDS that currently provide al specifications
necessary for initiating and completing the shareholder communication process in connection with
mestings will no longer be possble. 11CC commented that it was an obvious step backwards to
require intermediaries to keep both hard copies and eectronic forms of NOBO lists because "certain
issuers and third parties may not have the technical capacity to receive an dectronic lis". CSha
smilarly commented that it was unclear whether issuers would have the resources to keep abreast of
emerging dectronic technology for distributing information and conducting voting or would have the
inclination to develop new technology for delivering information and retrieving votes. CCSSA was
supportive of the proposed National Instrument and indicated it would support an in-depth analysis of
the current process and its true costs which might identify ways of reducing the complexity of the
proposed Nationa Instrument and increasing its cost effectiveness.

Response

Industry consultation with experts in securityholder communities has been ongoing since 1988 and
continues.

The proposed National Instrument has been amended to require that al requests for beneficia
ownership information must be made using the services of atrandfer agent. The CSA believe this will
better facilitate an efficient communications process and encourage alimited number of entities to make
investment in changing technologies which will dlow them to optimaly perform the required task. The
CSA dso note that the proposed Nationa Instrument permits the option of continued use of the existing
system or the option of direct mailing to NOBOs, the CSA expect market forces will lead issuersto the
system most gppropriate for their own Situation.

The proposed National Instrument has been drafted so as not to require manual transmission of
information in documents and does not preclude reporting issuers (through their professona transfer
agents) from exploiting innovations that can be developed in the registered holder environment.
Transfer agents and other potentia service providers can make use of efficiencies that they have
developed in their existing business operations and may be able to piggyback on technologies used by
their parents or affiliates.

With respect to the comment concerning the eectronic links with CDS, the CSA have investigated this
point with CDS and have determined that the eectronic link referred to is merely an early notice of
record dates'mesting dates (not prescribed in NP41) that is also provided to "back-office” service
providers. The CSA understand that CDS would continue to provide this linkage to 11CC and would
produce this linkage to other parties, including transfer agents, upon their request.

The CSA note that under the proposed National Instrument, intermediaries are only required to
generate hard copies of NOBO lists on request. This parallels requirements under securities legidation
that registrants be able to generate hard copies of computerized records. The proposed National



Instrument contempl ates recovery of reasonable costs to intermediaries required to provide a hard
copy. Thereisno requirement in the proposed Nationa Instrument to keep hard copies on hand.

Trust Companies Fiduciary Responsibilities

RT commented that many ingtitutiond investors, including penson and mutua funds limit ther trustee's
power to vote to acting only on the direction of professona fund managers and at present it has
retained 11CC asits agent for the purpose of forwarding materias to these professionals, obtaining and
tabulating the voting decisons, and then tranamitting the vote on its behaf. RT expressed concern that
issuers may expect that, under the proposed National Instrument, they can elect to replace the role of
[1CC and may not redize that the trustee votes the substantia holdings of indtitutiona investors and that
it isunlikely that the trustee will gppoint issuers as agents to assist them with the trustee's duties.

Response

Aswith NP 41, a beneficid owner holding securities through an intermediary is free to organize its
account with an intermediary in whatever manner is most appropriate to it. In the Stuation raised by
RT, atrustee that has made arrangements with portfolio managers concerning how securities are to be
voted is free to be shown on the records of the intermediary as a"beneficid owner" of those securities
under the proposed Nationa Instrument. There is no requirement in the proposed Nationa Instrument
that an issuer be advised of the arrangements between the trustee and the portfolio managers.
Therefore, even if the trustee eects to be a NOBO, the issuer would ded only with the trustee, as only
the trustee's name would gppear on aNOBO list. The issuer would not be involved in the relationship
between the trustee and portfolio managers. Alternatively, the trustee could elect to be an OBO, in
which case the trustee would not ded directly with any issuersat dl.

Documentation

CCSSA expressed concern that an issuer that mails indirectly one year and directly another might
inadvertently overlook its obligation to print, in addition to a proxy form for registered holders, a
request for voting ingructions for non-registered holders and include the prescribed wording in the
proxy-related materias to the effect that the names of non-registered holders were obtained from
intermediaries.

Response

Issuers that change their method of contacting NOBOs will have to be attentive to the requirements of
the proposed Nationd Instrument including the obligation to include the prescribed wording concerning
the source of names of non-registered holders.

Gapsin the July Draft National Instrument

CCSSA commented that there are gaps in the July Draft Nationa Instrument. It noted that it

understood that most ingtitutiona holders will eect to be OBOs and therefore issuers will ill not know
who their mgjor shareholders are and proxy returns will remain low. CCSSA aso commented that the



July Draft Nationa Instrument did not provide for a proximate intermediary to obtain a certificate of
mailing from dl intermediaries down the chain and therefore the reporting issuer will not know if the
integrity of the mailing was maintained.

Response

The proposed Nationa Instrument has been structured to accommodate beneficial owners that choose
to remain anonymous and the CSA believe the proposed Nationa Instrument strikes an appropriate
ba ance between privacy interests and achieving efficienciesin securityholder communications. Indeed,
with respect to indtitutiona owners that choose to remain anonymous, this choice may aso be available
to them in the registered environment if they use nominees to hold their position. The CSA understand
that, in many circumstances, issuers are able to ascertain ingditutiona ownership by other means,
including circumgtances in which the inditution directly advises the issuer.

The absence of arequirement for a certificate of mailing by intermediaries that are not proximate
intermediaries is not new to the proposed National Instrument. No such requirement exists under the
current NP 41 if thereisa"tiering" of intermediaries. The provisons of the proposed National
Instrument have been designed to ded mogt effectively with the more conventiond circumstance in
which the proximate intermediary holds securities on behalf of beneficia owners (rather than on behalf
of other intermediaries that may in turn hold on behdf of beneficid owners or other intermediaries).
While the proposed Nationd Instrument might be able to achieve a theoreticaly pure result by
edtablishing express provisons for certification and reimbursement of expenses at each tier of
intermediary holdings, prescribing such additiona adminisirative arrangements would likely be
unnecessarily cumbersome and not judtify the additiona benefits; it would aso preclude
circumstance-specific arrangements being tailored for each multi-tiered Stuation. The CSA anticipate
that, in the multi-tiered Stuations, intermediaries will make gppropriate arrangements as between
themsdves for alocating ddlivery responsibilities to beneficid owners and the sharing of the
corresponding amounts to be claimed through the proximeate intermediary in certifying ddlivery to
beneficia owners,

3. COMMENTSON SPECIFIC PROVISIONS OF THE DRAFT NATIONAL
INSTRUMENT?

Definition of intermediary (Section 1.1)

CCSSA questioned whether the CSA had completely satisfied themsdlves that the exclusions from the
definition of intermediary will not further reduce the leve of proxy returns and commented that it is
important from a corporate governance perspective that issuers be able to raise their proxy returns.
The CSA understand this concern to relate to the excluson from the definition of persons or companies
that hold securities only as custodians.

Section references are to section numbers in the proposed National Instrument.



Response

The definition of intermediary in the proposed Nationa Instrument has been clarified. Cugtodians that
are excluded from the definition of "intermediary” are limited to those persons or companies that hold
securities on behdf of other persons or companies where the securities are not registered in the name of
the custodian on the books of the issuer or identified as being owned by the custodian as a participant in

adepostory.
Fees (Section 1.5)

The July Draft Nationad Instrument contained as Appendix A, afee schedule that stipulated the feesin
British Columbia and required fees otherwise to be "a reasonable amount”. Concerns were raised by
[ICC asto the clarity of these provisions and as to whether or not CSA were adopting the fees
prescribed in B.C. as"reasonable’. CIRI commented that it believed that the fees published in one
jurisdiction would become the minimum benchmark in other jurisdictions. It indicated that it did not
agree that third parties be required to pay aflat fee of $100 per NOBO list while issuers, particularly
those with broad shareholder bases were exposed to significantly higher fees. CCSSA aso expressed
concern about the quantum of the fees set out in Appendix A to the July Draft Nationd Instrument,
including the fees to be paid to proximate intermediaries for sending materials to NOBOs and OBOs
and the fee to be paid by athird party which requests aNOBO list from areporting issuer.

Response

The fee provisons in the proposed Nationd Instrument have been changed. Section 1.5 of the
proposed Nationd Instrument now smply indicates that fees shal be the amount prescribed by the
gpplicable regulator or securities regulatory authority or, where no amount is so prescribed, a
reasonable amount. Consequently, the only present redtriction is that the fee be a"reasonable amount”.

Timing Requirements (Sections 2.2, 2.5, 2.9, 2.12 and 4.2)

[1CC and CCSSA noted the non-inclusion in the July Draft Nationd Instrument of timing requirements
gpplicable to natification of meeting and record dates and requests for beneficia ownership informetion.
[1CC expressed the view that mandatory deadlines, or at least some guidelines, were needed and that
their absence would lead to strained relations among issuers, intermediaries and investors aswell as
compliance problems. CCSSA recognized that the intent of removing these timing requirements was to
dlow flexibility in caling meetings on shorter notice but expressed concern that the caution to issuers
that they mugt start the process early enough, which was contained in the July Draft Companion Policy,
should be more prominent Sinceit isanaturd tendency to push deadlines to the limit and some issuers
could unwittingly be in default of giving adequate notice of their meetings. Other commenters, including
CCSSA, commented that it was unredigtic to set the deadline for ddivery of bulk materidsto
intermediaries for the latter to mail, a three business days plus 21 days before the day of the meseting
with a proximate intermediary being required to mail the materid within three business days and each
intermediary down the chain required to mail the materidsin one busnessday. The view was
expressed that these requirements were unredistic and could result in some materids being mailed to
the ultimate recipient less than 21 days before the mesting.



Fairvest commented that the shortening of the deadline for reporting issuers to deliver proxy materiadsin
bulk to intermediaries from 33 days to aminimum of 21 caendar days plus three business days before
the meeting could have negative consequences, including making dissdent campaigns more difficult.
Fairvest noted that there will be less time for shareholders to understand details of contentious
management proposals and less time for a shareholder who wishes to solicit votes against a proposal to
mount an effective campaign.

Response

Subsections 2.2(1) and 2.5(1) have been amended to reingtate the timing requirements from NP 41 for
giving natification of meetings and requesting beneficia ownership information.

A new Section 2.20 has been added to the Instrument. It provides that an issuer may abridge the time
for providing notification under subsection 2.2(1), or requesting beneficia ownership information under
subsection 2.5(1), by filing with the regulator at the time it files its proxy-related materid a certificate of
one of its officers, reporting thet it is relying upon section 2.20 and that it has arranged to have proxy-
related materids for the meeting sent in compliance with the Instrument to dl beneficia owners at least
21 days before the date fixed for the meeting, and to have carried out al of the other requirements of
the proposed Nationa Instrument. It has been added in connection with the amendments made to
sections 2.2(1) and 2.5(1) wherein specific time frames were reindtituted for providing notification of a
meseting and requesting beneficid ownership information. Section 2.20 alows the time frames
prescribed in section 2.2(1) and 2.5(1) to be abridged by filing the required officer's certificate.

A new provision has been added to section 4.2 of the proposed National Instrument to require that a
reporting issuer that wishes to send proxy-related materid by prepaid mail other than firs-class mail
must send the materia to the proximate intermediary one day earlier than would be the case if the
material isto be sent by other means. This changeisintended to provide proximate intermediaries one
extraday to complete the extra steps required when securityholder materids are to be sent by mail
other than firg-classmail. The CSA have not otherwise changed the requirement that the proximate
intermediary be required to mail the materias within three business days of receipt and that each other
intermediary down the chain be required to mail the materiasin one busnessday. The proposed
Companion Policy has been amended, however, to stipulate that intermediaries should make
gppropriate standing arrangements to ensure that any associated delay in sending materia is minimized.

With respect to the reduction in the minimum window for review of materias by beneficia owners, the
CSA note that issuers have routinely been able to obtain relief to permit the corresponding period to be
reduced to 21 days under NP41. Moreover, the 21-day period exactly corresponds with the required
period for review by registered holders under certain corporate law and certain securities legidation.
The Companion Policy has, however, been amended to make clear that the 21-day period should be
congdered an absolute minimum.

Omnibus Proxy vs. Omnibus Power of Attorney (Paragraph 2.3(1)(d), Sections 2.16 and 2.17,
Paragraph 4.1(1)(c), Sections 4.5 and 5.4 and Par agraph 8.2(b))

Stikeman, Elliott, on behaf of STAC, repesated a submission made by it in response to the February
Draft Nationd Instrument to the effect that the provisions of the July Draft Nationd Instrument



concerning voting by beneficid owners raise some legal and procedura concerns and fail to achieve the
gtated fundamenta objective of equa trestment of registered and beneficia owners of securities.

In order to deal with this perceived problem, STAC proposed an aternative approach to that
proposed in the July Draft. The maor stepsin the proposal were as follows:

. re-characterizing the omnibus proxy for depositories as an omnibus power of attorney
to better reflect the function and legd effect of this delegation of voting authority.
STAC commented that the use of the term "proxy" isamisnomer insofar as Form 54-
101F3 does not redly condtitute a"proxy” as such term is defined under gpplicable
corporate law;

. the subgtitution of a standing omnibus power of attorney for the sub-delegation of voting
authority from intermediaries to beneficia ownersin place of the omnibus proxy for
intermediaries. STAC commented that this level of subdelegation, which is arguably
necessary under corporate law to permit persona voting by beneficial owners, was not
provided for under the July Draft Nationa Instrument;

. the ddlivery of issuer proxies to NOBOs in respect of meetings where the issuer has
elected to deliver proxy-related materids directly to NOBOs, the voting of which may
be reconciled directly by issuers or their agents; and

. the introduction of aform of "legd proxy" smilar to that currently in usein the United
States to permit OBOs, and those NOBOs to whom proxy-related materias are not
delivered directly, to attend and vote in person a mesetings. STAC commented that
such legd proxies permit intermediaries to reconcile beneficia owner voting prior to
completing a combined proxy and alow holders thereof to be identified as
securityholders at a meeting.

STAC commented that these proposal's would make adminigtration of the Instrument more efficient
through eimination of the need to handle large quantities of intermediary omnibus proxies and would
permit beneficid ownersto attend and vote in person at shareholder meetings; STAC commented that
this was congstent with the stated fundamenta principle that dl shareholders be treated dike wherever

possible.

Response

This dternative has been examined extensvely by CSA gaff. Although the CSA consider the proposa
attractive in anumber of ways, the CSA have not adopted the proposal as they are concerned that
some elements of the proposal cannot be reconciled with the approach prescribed by certain sections
of the Canada Business Corporations Act ("CBCA"), particularly section 153 of the CBCA. The
proposal may be revisited if the CBCA isin the future amended in such away asto permit the
proposal.

However, the CSA have introduced aform of legd proxy to permit abeneficia owner to attend and
vote personaly a meetings, following some of the suggestions of STAC.



Statutory Declaration in Requestsfor Beneficial Owner ship I nfor mation (Subsection 2.5(3))

STAC commented that the requirement in the July Draft Nationa Instrument for a statutory declaration
from aparty seeking beneficia ownership information when aNOBO Ligt is requested serves no
operationa purpose, and is contrary to the stated fundamentd principle that efficiency in the beneficia
shareholder communication process should be encouraged.

Response

The CSA have concluded that it is preferable that an undertaking be used to confirm the obligation of
persons or companies with respect to NOBO ligts rather than a statutory declaration as contemplated in
the July Draft Nationd Ingtrument. Thisisareturn to the proposd in the February Draft Nationa
Instrument. This change recognizes that a statutory declaration is not the most appropriate means of
addressing promises with respect to future conduct as digtinct from statements of existing fact.
Consequential changes have been made to Forms 54-101F2 and 54-101F9.

Feesfor Sending Materials Indirectly (Section 2.14)

CCSSA commented that if an issuer sends securityholder materids by admail, the issuer should not be
required to pay the mailing agent's reasonable costs of the admail sort. CCSSA submitted that this
should be the mailing agent's cost of doing business. It further commented that the notion of
"reasonable’ is subjective. It noted that an issuer may request admail in an attempt to achieve some
cost effectiveness and to promote shareholder value but if the issuer's savings were eroded by the cost
of the admail sort, the object of using it would be defested

Response
It is open to issuers to negotiate different arrangements with mailing agents.
Allocating Costs (Sections 2.14 and 3.7)

Objections were raised by severd commentersto the provisonsin the July Draft Nationa Instrument
that required OBOs to bear the cost of receiving securityholder materids indirectly when areporting
issuer sends such materid directly to NOBOs. CT commented that the implementation of the July
Draft Nationa Instrument would lead to increased costs which would lead to increased feesto clients.
CT expressed the view that cogts of dl mailings should continue to be the responsibility of the reporting
issuers. CBA expressed the view that in order for the costs of confidentiality to be borne by OBOs, an
extremely onerous process would need to be implemented including system changes, revised client
agreements, Revenue Canada gpprova and revised fee schedules as well as detailed collection
procedures. The CBA aso commented that to be effective, the proposed Nationd Instrument should
prescribe how cost recovery isto be effected in the event an OBO failsto remit thefee. ThellCC dso
chdlenged the CSA gtatement in the July Notice that the holding of securities by intermediaries and their
requests for confidentiaity increased communication costs throughout the system significantly and the
use of this assumption by CSA asthe basis for determining that OBOs should pay the costs associated
with remaining anonymous;, 11CC commented that the CSA's premise was wrong and that in fact the
common practice of holding securities by intermediaries substantialy reduces the cost for issuers.



Response

The CSA have resolved to be slent on that issue and alow the market to permit how the cogts of
delivery to OBOs will be borne where the matter is not addressed by locd rule.

The CSA have resolved to be silent on the alocation of costs with respect to delivery of securityholder
materialsto OBOs and alow the market to determine how those costs will be borne.

Updatesto Intermediary Master List (Subsection 3.1(2))

CDS noted that under the proposed Nationd [nstrument, which requires an intermediary to advise
depositories of changes to information on the Intermediary Magter Ligt within five business days of the
change, the list could be out of date for aslong as five business days.

Response

Thefive-day period isamaximum requirement. A new section 4.5 to the proposed Companion Policy
has been added to clarify that CSA's expectation that intermediaries will give notice of change as soon
as possible and, if possble, in advance so asto avoid prejudice to their client.

Decline of Receipt of Materials (Section 3.2)

The CBA proposed that consideration be given to incorporating the option of alowing any shareholder
to decline to receive dl materids, including proxy-related materids for meetings a which non-routine
businesswould be conducted. RT, by contrast, indicated it did not support the concept of beneficia
owners being able to decline al materids and commented that it believed that in the case of corporate
actions, dl registered and beneficia holders must receive the materia, whether or not they have
requested it. RT aso commented that the proposed definition of “routine materids’ will probably result
in more materia being distributed to beneficid owners with an increase in cogts for issuers.

Response

The CSA believe that the proposed Nationd Instrument, by alowing beneficia ownersto decline to
receive some but not al securityholder materia, reaches the appropriate baance. The CSA believe
that al securityholders should receive proxy-related materials for meetings a which non-routine
business will be conducted.

Deemed Elections (Section 3.3)

CIRI commented that the July Draft permits intermediaries to rely on choices previoudy made by
shareholders under NPAL1 relating to receipt of materials and confidentiality. It noted that under the July
Draft Nationd Instrument no response is deemed to indicate the shareholder does not want to receive
material. CIRI commented that the proposed Nationa Instrument recognizes that the prior forms were
very complicated and expressed the view that current NOBO lists are inaccurate. It recommended that
intermediaries be required to request new ingtructions.



RT commented that in spite of the provison of the July Draft Nationd Instrument permitting
intermediaries to rely on their clients ingdructions submitted pursuant to NP41, RT would fed
compelled to canvassits entire client base for their ingtructions to preclude any possihility of breaching
itsfiduciary obligationsto trusts or compromising its position on dient confidentiaity.

Response

The CSA view CIRI's and RT's comments asraising aclient relationship issue. The proposed Nationa
Instrument does not compe an intermediary to conduct such acanvass. If anintermediary fedsthat it
should conduct such acanvass, it is free under the proposed Nationa Instrument to do so.

Index of Meeting and Record Dates (Section 5.2)

MNP noted the requirement that depositories disseminate information concerning company meeting
dates and record dates through the national financial press. MNP noted that it isin the business of
callecting and dectronicdly digtributing information on publicly traded companies and that its serviceis
widely available to and used by brokers across Canada. It noted, however, that it cannot currently
obtain information from CDS concerning meeting dates and record dates without paying CDS a $20
per day subscription fee. MNP commented that while publication of meeting and notice datesin a
nationa financia newspaper represents broad dissemination to the investing public, it requires that
investors be diligent and proactive about obtaining such information. MNP indicated that it could make
the list of meeting and record dates more easily accessible to brokers and investors and requested that
it be incdluded in the minimum publication requirements for distributing the list of meeting and notice
dates.

Response

The proposed Nationa Instrument has "codified” the long-standing existing practice established under
NP41. The concern identified by the commenter has not previoudy been identified in comments
received on previoudy-published versions of the proposed Nationa Instrument. Thisisa point that can
be revigted in the future. The CSA have ingructed their NP 41 Committee to investigate, including
congderation of the feagibility of making meeting and record date information more accessble (e.g., on
the SEDAR or other website).

Third Party Requestsfor NOBO Lists (Part 6)

CIRI indicated agreement with the change that permitted third parties to request NOBO lists directly
from intermediaries with the proviso that issuers are provided with copies of such requests. It queried
whether third parties were aso to be free to obtain the most recent list from reporting issuers.

|G noted the absence in the proposed instrument of any requirement that an intermediary advise a
reporting issuer of arequest made by athird party for aNOBO list and commented that it believed that
it was gppropriate to include in the proposed Nationa Instrument a provision for natification to be given
by an intermediary to areporting issuer if aNOBO list is requested directly by athird party.



CCSSA expressed concern that the July Draft Nationd Instrument permitted third partiesto obtain a
NOBO lig directly from proximeate intermediaries and mail materid directly to beneficia holders.
Although the July Draft Nationa Instrument required a third party to advise the issuer at the time of
requesting alist, CCSSA commented that if there was no monitoring mechanism, the issuer may not be
advised, or may be advised too late. CCSSA also expressed concern that intermediaries might supply
NOBO ligs indiscriminately without, for example, checking the Statutory Declaration contemplated by
the July Draft Nationd Instrumen.

CCSSA dso noted that the form of Statutory Declaration attached to the July Draft National
Instrument facilitates the obtaining of a NOBO list compared with obtaining a registered holders list
pursuant to the legidation and queried to whom the Statutory Declaration was to be sent. CCSSA dso
commented that the cost for aNOBO list should not be prescribed as $10 per intermediary but should
be required to be "reasonable’ which would be consstent with the provisions of corporate legidation.
CCSSA dso noted that if non-registered shareholders knew it was going to be easier for athird party
to obtain aNOBO lig, they might wish to become OBOs but that they may never know it will be easier
because intermediaries will not be required to solicit new ingructions and an annua reminder from the
intermediary to the client concerning its exigting ingtructions will no longer be required.

CCSSA dso commented on the provision in Section 6.1(3) of the July Draft National Instrument which
required a reporting issuer to send aNOBO list requested by athird party within three business days.
CCSSA noted that the reporting issuer will have to remove the FINS numbers. It commented that the
amount of work involved in thisis unknown and that it is unclear whether this can be achieved within the
required three business days.

Response

The proposed Nationa Instrument alows athird party to request aNOBO list from either the reporting
issuer or directly from intermediaries.

Section 6.2(4) of the proposed Nationa Instrument requires that a copy of dl intermediary search
requests and al requests for beneficia ownership information be provided to the reporting issuer.

The CSA accept that it may be unreasonable, in certain circumstances, to expect an issuer to reply to a
request for an on-hand NOBO ligt within 3 days. The CSA note that the timing for Smilar reponses
by an issuer to arequest for a securityholder list under certain corporate legidation isten days (eg.,
section 21(3) of the CBCA). The CSA recognize that requests for on-hand NOBO lists may arise
infrequently and that the issuer is not in the business of responding to such requests (and may not have
the infrastructure to reply promptly). The CSA propose to harmonize the requirement in the Instrument
to the CBCA.

Third Party Use of NOBO Lists (Part 6)
CIRI recommended that the proposed Instrument specify that NOBO lists can only be used by persons

other than reporting issuersin proxy-related matters. It expressed concern that NOBO lists could be
used by third parties for purposes other than those requiring the solicitation of securityholder votes. It



indicated thet it believed that the proposed Nationd Instrument should state clearly that the use of the
procedure set out in the Instrument by parties other than the issuer is mandatory.

Response

The CSA believe that the prohibitions on the misuse of NOBO ligt satisfactorily address concerns about
their misuse. Any party seeking aNOBO list must undertake not to misuse it and all NOBO lists must
contain awarning about their misuse. The potentia for misuse has been limited by requiring FINS
numbers to be deleted from NOBO lists not requested in relation to ameeting. The CSA do not
believe that it is advisable to make the procedures set out in the proposed Instrument mandatory for
parties other than issuers a this time given the generd lack of consensus on the point and the desire not
to hold up implementation of the proposed Nationa Instrument

Y 2K Issues and the Implementation Date (Part 10)

A number of commenters (CT, RT, CBA, IDA, I1CC) raised concerns about the fact the proposed
Nationd Instrument would require Sgnificant systems changes during a time when many market
participants will be preoccupied with the Y2K chdlenge. CBA urged that the transition period for
proxy-related materials be extended to on or after March 1, 2001. CIRI commented that it believed
the implementation date in the July Draft Nationd Instrument was reasonable. CCSSA expressed
disappointment that the July Draft Nationd Instrument proposed to delay implementation from the
earlier date contemplated by the February Draft.

Response

It is now proposed that the proposed Nationd Instrument comeinto force on July 1, 2001 but that it
not apply to meetings that take place before January 1, 2002 and that NOBO lists not be required to
be prepared before September 1, 2001. The proposed Nationa Instrument incorporates the

procedures and requirements of NP 41 for meetings held between July 1, 2001 and January 1, 2002.



