Montreal, July 10, 2008

The Honourable Thomas A. Hockin, P.C.
Chair, Expert Panel on Securities Regulation
Ottawa, Canada

K1A 0G5

Dear Mr. Hockin:

RE: Consultations of the Expert Panel on Securities Regulation in Canada

Thank you for soliciting the views of the Public Sector Pension Investment Board (“PSP
Investments™) in the context of the consultation process of the Expert Panel on Securities
Regulation in Canada.

PSP Investments is a crown corporation established by the Public Sector Pension Investment
Board Act (Canada). The mandate of PSP Investments is to manage assets held and resulting
from contributions made to the Federal Public Service, the Canadian Forces, the Reserve Force
and the Royal Canadian Mounted Police pension funds. As of March 31, 2008, PSP Investments
had $39 billion of assets under management, which are invested in fixed income instruments,
Canadian and foreign equities, real estate, infrastructure, private equity and other permissible
investments. The head office of PSP Investments is located in Ottawa and its principal business
office is located in Montreal.

Our comments set forth below focus on the main principles which, in our opinion, should guide
joint governmental actions towards a better functioning and more efficient Canadian securities
regulatory system. We concur with your view that the current system requires improvement and
that strong, well regulated capital markets are essential to the vitality of the Canadian economy.

We believe that the final report of the Crawford Panel on a Single Canadian Securities
Regulator,' generally constitutes a well-balanced approach that would be beneficial for Canada
and its economy. We would like to comment on three key principles described in the report:

! Crawford Panel on a Single Canadian Securities Regulator, Blueprint for a Canadian Securities Commission, Final
Paper, June 7, 2006.

PSP-Legp 8P RERS-Lévesque Blvd West, Suite 2030, Montréal, Québec H3B 4W8 Tel.: (514) 937-2772 Fax: (614) 937-3155
DOCSMTL: 2780092\2 www.investpsp.ca



Page 2

1. Single Authority with Modern Regulations

We believe that a single Canadian securities authority, which would apply, interpret and enforce
a single securities act and set of regulations, would enhance market efficiencies and Canada’s
economic competitiveness. Although the passport and, before, the mutual reliance review
systems have increased the harmonization between the myriad rules and regulations enacted by
the legislatures and governments of the 13 Canadian provinces and territories, further
improvements are still necessary in our view. Indeed, due to the ever-increasing complexity of
transactions and financial instruments, we firmly believe that the creation of a single national
securities regulator would have numerous advantages, including increased efficiencies and
economies of scale, in uniting forces and fostering specialisation.

In terms of policy-making, we believe that a single authority should put forward modemn
regulations and embrace rules that are principles rather than rules-based, formulated in plain
language, in order to make the system more accessible to the general investing public, market
and industry participants and public companies.

Small and medium-sized enterprises (“SMEs”) would require special attention by the securities
regulatory authority, in order to reduce compliance costs and help them access capital efficiently.
A single regulator would need to keep in touch with the needs of SME’s, which constitute the
vast majority of Canadian businesses.

2. Decentralized Structure

We believe that a new national securities authority should be decentralised, in order to fully
benefit from the expertise developed by each of the provincial and territorial securities
commissions and be capable of identifying and promoting solutions tailored to regional needs
and differences.

Many scholars have described the benefits of a healthy competition between jurisdictions in
order to improve rules and best practices. We believe that such benefits will only be realized by
tapping into existing expertise, through a decentralised model. It must be reminded that in recent
years, without the vigilance of different provincial securities regulators, the harmonization with
U.S. rules could have been very costly to Canadian businesses, and especially for SMEs.

In order to be responsive to all Canadians, we also believe that the new organization should be
bilingual. In a decentralized model, we would recommend that the head office of the new
regulator be located in the Ottawa area, with business offices in each of the main Canadian
business centers.
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3. Effective Enforcement Mechanism

A single securities authority should aim at maintaining and improving Canada’s reputation as a
fair, open and accountable market, in which both domestic and foreign investors may invest with
confidence. The new organization would need to include and/or oversee a credible enforcement

agency.

The effectiveness of enforcement impacts cost of capital and competitiveness, as well as investor
confidence. In order to improve Canada’s record in that field, there is a need to reassess the
interaction of Canada’s criminal and securities laws and the enforcement thereof. Different
models can be contemplated, but we would recommend a joint enforcement agency, which
would investigate and prosecute regulatory, criminal and quasi-criminal offences. The federal
government should be fully involved in the creation of the new agency. A Canadian Securities
Tribunal should also be created. It would operate separately from the Canadian securities
authority, with its own offices, administrative staff and budget.

To summarize, a single national securities regulatory authority, structured in a decentralised
manner, applying and interpreting a single modern securities act and related regulations and
prioritizing efficient and effective enforcement would, in our opinion, be a major improvement
for the Canadian economy.

I would be pleased to meet with you at a time and place convenient for you to discuss our views
in further detail.

ief Executive Officer
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