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ONTARIO’S DECISION TO JOIN THE PASSPORT SYSTEM: MEANINGFUL CHANGE OR BUSINESS AS
USUAL?

Introduction

On July 15, 2026, the Government of Ontario announced its commitment to joining the Canadian
Securities Administrators passport system (the “Passport System”) following a meeting of provincial and
federal ministers.

Introduced in 2004, the Passport System is designed to provide market participants with a single “window
of access” to Canada’s capital markets by enabling participants to interact with a “principal regulator”
rather than all 13 of Canada’s provincial and territorial regulators. Through this system, each market
participant’s principal regulator is responsible for reviewing and approving the participant’s prospectus
filings, registration applications, and applications for exemptive relief and, once approved, the Principal
Regulator’s decision is mutually recognized by all remaining passport jurisdictions.! Ontario’s decision to
formally join the Passport System has been described as an important step towards removing
interprovincial trade barriers and developing a “one Canada economy”. However the significance of this
decision for market participants and the debate on regulator reform in Canada may be exaggerated.

Development of the Passport System

The Passport System was developed in reaction to a series of expert reports and recommendations
released in the early 2000s, which highlighted inefficiencies in Canada’s regulatory system.? In 2003,
provincial ministers convened to discuss the potential for securities reform driven by provinces and
territories. This initiative led to a public consultation® and the development of an action plan to identify
the most pressing issues with the current system and a solution that would address the majority of those
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issues in a timely and practical way.* The issues that were identified centred on costs, delays, and
complications for issuers and registrants when filing and obtaining approvals from 13 different securities
regulators. The Passport System was proposed as the solution.’

In September 2004, the Ministers responsible for securities regulation in Quebec, New Brunswick,
Manitoba, British Columbia, Saskatchewan, Alberta, and Yukon entered into a Provincial/Territorial
Memorandum of Understanding Regarding Securities Regulation (the “Provincial/Territorial MOU”) to
implement the Passport System and to enhance Canada’s regulatory framework in a manner that
respected the individual provincial and territorial responsibilities. © By May 24, 2005,
every provincial/territorial minister had signed the Provincial/Territorial MOU except for the Ontario
Minister of Finance, which was intended to signal Ontario’s support for a national regulator as an
alternative means of improving Canada’s securities regulatory system.”

The Passport System was introduced in September 20058 and was initially limited to prospectuses and
disclosure requirements, which were already largely harmonized.® However, this system was soon
expanded to include registration for dealers, advisors, and other market participants.® This, in turn,
prompted substantial harmonization across provincial regimes.?

Significance of Ontario Joining the Passport System

Although Ontario’s decision to join the Passport System has been touted as removing barriers to
investment, the practical impact of this decision is unclear. This is because, despite Ontario’s historic
refusal to join the Passport System, the OSC and the other members of the CSA have long relied on an
effective “interface” to obviate this conflict.?> Under this interface, every province and territory has
agreed to accept OSC decisions on registration applications and other Passport eligible filings, which
effectively emulates the benefits of the Passport System. In addition, although the OSC retained the
discretion to make decisions on registration applications and other filings, in practice, the OSC has
generally has relied on reviews conducted by regulators in Passport jurisdiction.'* With this interface in
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place, the OSC’s refusal to sign the Provincial/Territorial MOU was largely symbolic and, as a result, it is
unclear whether and to what extent Ontario’s decision to formally join the Passport System will have any
meaningful impact on Canada’s market participants.

In addition, while some commentators have observed that Ontario’s decision to join the Passport System
could mark the end of its support for a national securities regulator, this too may be overstated. Although
Ontario’s refusal to sign the Provincial/Territorial MOU was rooted in its support for a national regulator,
its commitment to formally joining the Passport System does not preclude Ontario from supporting future
proposals for a national regulator.'* This is particularly true given the Passport System’s inherent
limitations and the inefficiencies that continue to permeate Canada’s regulatory system.

Limitations of Passport System

The Passport System and has eased and reduced the uncertainty surrounding the process for registering,
obtaining exemptions, and filing prospectuses across several provinces and territories. In addition, as
noted above, the Passport System has promoted harmonization in provincial/territorial securities law.
However, the Passport System is not a panacea for all of the criticisms have been leveled against Canada’s
system of securities regulation. The Passport System does not, for example, improve the CSA's
cumbersome policy making process, ease the difficulties of coordinating in multi-jurisdictional
enforcement, or address the economic inefficiencies that arise from maintaining 13 provincial/territorial
regulators and CIRO that are financially reliant on fees collected from market participants.

It is of particular note that, despite the benefits of the Passport System, provincial/territorial regulators
continue to collect duplicative registration and participation fees from market participants.’® This means
that issuers offering securities across Canada will have to pay multiple filing fees and dealers operating
across Canada will have to pay multiple registration fees despite the fact that only one “principal
regulator” is responsible for reviewing those filings under the Passport System.® These costs pale in
comparison to the compliance costs that are incurred by market participants in order to comply with and
respond to inquiries from overlapping regulatory authorities. Any meaningful improvement on these
issues will require reform beyond the Passport System.

4 It is noteworthy that several passport jurisdictions supported the Federal government’'s proposed
cooperative capital markets regulatory system prior to its abandonment in 2021.

5 The Provincial/Territorial MOU provided that provincial ministers would examine the provincial/territorial
fee structure but expressly stated that that all jurisdictions would retain the authority set and collect their
own fees. Provincial/Territorial MOU, supra at s. 5.11. Johnston, Rockwell, and Ford, supra at p. 654.

6 This problem is even more pronounced when considering that CIRO has assumed the administrative
responsibility for reviewing provincial registration applications for investment dealers and mutual fund
dealers, but provincial/territorial regulators continue to charge registration fees to those market participants.
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