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P
Securities Act N

(R.S.Q.,c. V-1.1,s. 331.1) (19

N
PART 1 DEFINITIONS AND APPLICATION QQ~
v
&O

In this Regulation N

N

"acceptable clearing corporation” meaqel% clearing corporation that is an
acceptable clearing corporation under the Joint R¥gulatory Financial Questionnaire and
4

Report;
4

"advertisement" means a sale ‘Ql'nmunication that is published or designed for
use on or through a public medium;

1.1. Definitions

"approved credit rating"?ﬁns, for a security or instrument, a rating at or above
one of the rating categories? t out in the table hereinbelow issued by an approved
t

credit rating organizatio at security or instrument or a category that replaces the
rating category set outf table hereinbelow if

(@) therﬁ as been no announcement by the approved credit rating
organization which the mutual fund or its manager is or, after having taken
reasonable ures, should be aware that the rating of the security or instrument to
which th oved credit rating was given may be down-graded to a rating category
that w @ ot be an approved credit rating, and

é b) no approved credit rating organization has rated the security or instrument
i rating category that is not an approved credit rating:

Approved Credit Rating Organization Commercial Paper/ Short Long Term Debt
Term Debt

Dominion Bond Rating Service Limited R-1 (low) A

Fitch Ratings F1 A

Moody's Investors Service P-1 A2

Standard & Poor's A-1 (Low) A




REGULATION IN FORCE FROM JANUARY 1, 2011 TO APRIL 29, 2012

"approved credit rating organization” means Dominion Bond Rating Service
Limited, Fitch Ratings, Moody's Investors Service, Standard & Poor's and any of their
respective successors;

"asset allocation service" means an administrative service under which the
investment of a person is allocated, in whole or in part, among mutual funds to whjch
this Regulation applies and reallocated among those mutual funds and, if appli;@hs
other assets according to an asset allocation strategy; Q

equivalent book-based entries under which all securities of a class or s deposited

"book-based system" means a system for the central handling gflgqurities or
i
within the system are treated as fungible and may be transferWr pledged by

bookkeeping entry without physical delivery; Q_

"cash cover" means any of the following portfolio assets mutual fund that are
held by the mutual fund, have not been allocated for specif¢Bufposes and are available
to satisfy all or part of the obligations arising from a posi# specified derivatives held
by the mutual fund: N

1. Cash. (19'\

2. Cash equivalents. 4 N

3. Synthetic cash. Q‘

4, Receivables of the g\bjal fund that arise from the disposition of portfolio
assets, net of payables that ari§~ om the acquisition of portfolio assets;

5. Securities @(}ased by the mutual fund in a reverse repurchase
transaction under sectj .14, to the extent of the cash paid for those securities by the

mutual fund. Q_

6. ercial paper that has a term to maturity of 365 days or less and an
approved crédgMating and that was issued by a person other than a government or
permitted anational agency.

Qcash equivalent” means an evidence of indebtedness that has a remaining term
t@aturity of 365 days or less and that is issued, or fully and unconditionally
gO&ranteed as to principal and interest, by

(@ the government of Canada or the government of a jurisdiction,

(b)  the government of the United States of America, the government of one of
the states of the United States of America, the government of another sovereign state or
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a permitted supranational agency, if, in each case, the evidence of indebtedness has an
approved credit rating, or

(c) a Canadian financial institution, or a financial institution that is not
incorporated or organized under the laws of Canada or of a jurisdiction if, in either case,
evidences of indebtedness of that issuer or guarantor that are rated as short term debt
by an approved credit rating organization have an approved credit rating;

"clearing corporation” means an organization through which trades in g % or
standardized futures are cleared and settled;
)
“clearing corporation option” means an option, other than an opﬂ%on futures,
issued by a clearing corporation; \\/

"conventional convertible security" means a securityngn issuer that is,
according to its terms, convertible into, or exchangeable fo?«s her securities of the
issuer, or of an affiliate of the issuer; O

"conventional floating rate debt instrument” meb%s an evidence of indebtedness
of which the interest obligations are based up enchmark commonly used in
commercial lending arrangements; (l/

clearing corporation, that gives the hol e right to purchase securities of the issuer

"conventional warrant or right" m arﬁ\a security of an issuer, other than a
or of an affiliate of the issuer; @‘

"currency cross hedge" m the substitution by a mutual fund of a risk to one
currency for a risk to another rency, if neither currency is a currency in which the
mutual fund determines its nydasset value per security and the aggregate amount of
currency risk to which th tual fund is exposed is not increased by the substitution;

"custodian the institution appointed by a mutual fund to act as custodian
of the portfolio as of the mutual fund;

"deald@ naged mutual fund" means a mutual fund the portfolio adviser of
which is er manager;

Qgealer manager" means

\ (a) aspecified dealer that acts as a portfolio adviser,

(b) a portfolio adviser in which a specified dealer, or a partner, director,
officer, salesperson or principal shareholder of a specified dealer, directly or indirectly
owns of record or beneficially, or exercises control or direction over, securities carrying
more than 10% of the total votes attaching to securities of the portfolio adviser, or
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(©) a partner, director or officer of a portfolio adviser referred to in
paragraph (b);

"debt-like security” means a security purchased by a mutual fund, other than a
conventional convertible security or a conventional floating rate debt instrument, that
evidences an indebtedness of the issuer if

(@) either r\q/

) the amount of principal, interest or principal and interest @be paid
to the holder is linked in whole or in part by a formula to the appreciation ogyepreciation
in the market price, value or level of one or more underlying ﬁ@ests on a
predetermined date or dates, or

2\\'
(i) the security provides the holder with a right nvert or exchange
the security into or for the underlying interest or to purchase th derlying interest, and

(b)  on the date of acquisition by the mutual({ d, the percentage of the
purchase price attributable to the component of the ecurity that is not linked to an
underlying interest is less than 80% of the purchasgfPXce paid by the mutual fund;

"delta” means the positive or negative nur(r:lfer that is a measure of the change in
market value of an option relative to changeSNI? the value of the underlying interest of
the option; i

like security, an evidence of in dness of approximately the same term as, or a
longer term than, the remaini rm to maturity of the option, swap, contract or debt-
like security and that ranks ally with, or subordinate to, the claim for payment that
may arise under the opti wap, contract or debt-like security;

"equivalent debt" means, in rﬁmn to an option, swap, forward contract or debt-

"forward con?@ means an agreement, not entered into with, or traded on, a
stock exchange eg ures exchange or cleared by a clearing corporation, to do one or
more of the foll@wing on terms or at a price established by or determinable by reference
to the agre and at or by a time in the future established by or determinable by
reference& agreement:

Ql Make or take delivery of the underlying interest of the agreement.
\é 2. Settle in cash instead of delivery;

"fundamental investment objectives” means the investment objectives of a
mutual fund that define both the fundamental nature of the mutual fund and the
fundamental investment features of the mutual fund that distinguish it from other mutual
funds;
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"futures exchange" means an association or organization operated to provide the
facilities necessary for the trading of standardized futures;

"government security” means an evidence of indebtedness issued, or fully and
unconditionally guaranteed as to principal and interest, by any of the government of
Canada, the government of a jurisdiction or the government of the United States of
America;

"guaranteed mortgage" means a mortgage fully and unconditionally gua@D ed
or insured, by the government of Canada, by the government of a JurISdICtIO y an
agency of any of those governments or by an insurer authorized to offer Qserwces to
the public in Canada as an insurer of mortgages;

"hedging" means the entering into of a transaction, or a s@ of transactions,
and the maintaining of the position or positions resulting from t ansaction or series
of transactions

@@ if &O

0] the intended effect of the Ct)’rfi;sac't\ion, or the intended cumulative

effect of the series of transactions, is to offset uce a specific risk associated with
all or a portion of an existing investment or po's\iti? or group of investments or positions,
(i) the transaction or sgrds of transactions results in a high degree of
negative correlation between chang the value of the investment or position, or
group of investments or positio g hedged and changes in the value of the
instrument or instruments with wh Qne investment or position is hedged, and

(i)  there ar %sonable grounds to believe that the transaction or
series of transactions n re than offset the effect of price changes in the investment
or position, or group off tments or positions, being hedged, or

(b) if thQrZr:sactlon or series of transactions, is a currency cross hedge;

|II|qu€9g§et means
(@E a portfolio asset that cannot be readily disposed of through market
facili on which public quotations in common use are widely available at an amount
t%at least approximates the amount at which the portfolio asset is valued in
cMlulating the net asset value per security of the mutual fund, or

(b)  a restricted security held by a mutual fund, the resale of which is
prohibited by a representation, undertaking or agreement by the mutual fund or by the
predecessor in title of the mutual fund;
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"independent review committee" means the independent review committee of the
investment fund established under Regulation 81-107 respecting Independent Review
Committee for Investment Funds (c. V-1.1, r. 43);

"index mutual fund" means a mutual fund that has adopted fundamental
investment objectives that require the mutual fund to

€) hold the securities that are included in a permitted index or perr&ﬂed
indices of the mutual fund in substantially the same proportion as those secur are
reflected in that permitted index or those permitted indices, or

)

(b) invest in a manner that causes the mutual fund td'%licate the
performance of that permitted index or those permitted indices;

"index participation unit" means a security traded on a s change in Canada
or the United States and issued by an issuer the only purpose ichis to

@) hold the securities that are included in a 6& ied widely quoted market
index in substantially the same proportion as those seo\rrtres are reflected in that index,
or Q’\

(b) invest in a manner that causes the(ksuer to replicate the performance of
that index; A'\ﬂ
ton with the purchase, conversion, holding,
mutual fund, all fees, charges and expenses

securityholder of the mutual fund to a member of
nd other than a member of the organization acting

"investor fees" means, in co
transfer or redemption of securitie
that are or may become payable
the organization of the mutu
solely as a participating dealeb

Regulatory Financi stionnaire and Report of various Canadian SROs on the date
that this Regulati omes into force and every successor to the form that does not
materially Ies e criteria for an entity to be recognized as an "acceptable clearing
corporation"

"Joint Reg@ mancral Questionnaire and Report" means the Joint

position” means a position held by a mutual fund that, for

%a) an option, entitles the mutual fund to elect to purchase, sell, receive or
er the underlying interest or, instead, pay or receive cash,

(b) a standardized future or forward contract, obliges the mutual fund to
accept delivery of the underlying interest or, instead, pay or receive cash,

(c) a call option on futures, entitles the mutual fund to elect to assume a long
position in standardized futures,
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(d)  a put option on futures, entitles the mutual fund to elect to assume a short
position in standardized futures, and

(e) a swap, obliges the mutual fund to accept delivery of the underlying
interest or receive cash;

"management expense ratio": the ratio, expressed as a percentage, @e

expenses of a mutual fund to its average net asset value, calculated in accorda@ ith
Part 15 of Regulation 81-106 respecting Investment Fund Continuous Disclo (c. V-
1.1,r.42), g N

"manager" means a person that directs the business, operatiqqa;md affairs of a
mutual fund; Q_

"material change": any material change within the mear@of Regulation 81-106
respecting Investment Fund Continuous Disclosure; O

"member of the organization” has the mea#Qing ascribed to that term in
Regulation 81-105 respecting Mutual Fund Sales PxaXijces (c. V-1.1, r. 41);

"money market fund" means a mutua‘\fu(r:l(that has and intends to continue to

have °
Y

(@) all of its assets investedi?r’@'ny or all of
0] cash, éo
(i)  cash equ}j lents,

(i) %@ﬁs of indebtedness, other than cash equivalents, that have

remaining terms to ity of 365 days or less, or

(& floating rate evidences of indebtedness not referred to in
subparagra or (iii), if the principal amounts of the obligations will continue to have
a market of approximately par at the time of each change in the rate to be paid to

the ho @ f the evidences of indebtedness,

b) a portfolio with a dollar-weighted average term to maturity not exceeding
N ays, calculated on the basis that the term of a floating rate obligation is the period
remaining to the date of the next rate setting,

(©) not less than 95% of its assets invested in cash, cash equivalents or
evidences of indebtedness denominated in a currency in which the net asset value per
security of the mutual fund is calculated, and
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(d) not less than 95% of its assets invested in any or all of
0] cash,
(i) cash equivalents, or

(i)  evidences of indebtedness of issuers the commercial papey, of
which has an approved credit rating; ,\{.1/

"mortgage” includes a hypothec or security that creates a charge on reaﬁbroperty
in order to secure a debt; q N

"mutual fund conflict of interest investment restrictions" mearwe provisions of
securities legislation that Q_

(@) prohibit a mutual fund from knowingly making or@ing an investment in
any person who is a substantial securityholder, as defined i urities legislation, of the
mutual fund, its management company, manager or distpi@ n company;

(b) prohibit a mutual fund from knowingl hs;\king or holding an investment in
any person in which the mutual fund, alone or tqqréer with one or more related mutual
funds, is a substantial securityholder, as defir}sjl securities legislation;

(c) prohibit a mutual fund fro ‘kkowingly making or holding an investment in
an issuer in which any person who is a%o'ostantial securityholder of the mutual fund, its
management company, manager %%Tribution company, has a significant interest, as
defined in securities legislation; é

(d) prohibit a mut%??und, a responsible person as defined in securities
legislation, a portfolio \sEl Or a registered person acting under a management
contract from knowin using any investment portfolio managed by it, or a mutual
fund, to invest in, hibit a mutual fund from investing in, any issuer in which a
responsible persa{y as defined in securities legislation, is an officer or director unless
the specific fag is" disclosed to the mutual fund, securityholder or client, and where
securities le@is{dion requires it, the written consent of the client to the investment is
obtained e the purchase;

Qe prohibit a mutual fund, a responsible person as defined in securities
Ie%atlon, or a portfolio adviser knowingly causing any investment portfolio managed
b}\ to subscribe for, purchase or sell, or prohibit a mutual fund from subscribing for,
purchasing or selling, the securities of any issuer from or to the account of a responsible
person, as defined in securities legislation, an associate of a responsible person or the
portfolio adviser; and;

() prohibit a portfolio adviser or a registered person acting under a
management contract from subscribing for or buying securities on behalf of a mutual
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fund, where his or her own interest might distort his or her judgment, unless the specific
fact is disclosed to the client and the written consent of the client to the investment is
obtained before the subscription or purchase;

"mutual fund conflict of interest reporting requirements” means the provisions of
securities legislation that require the filing of a report with the securities regulatory
authority in prescribed form that discloses every transaction of purchase or salg of
portfolio assets between the mutual fund and specified related persons; ,\?1/

" net asset value " means the value of the total assets of the investmen@nd less
the value of the total liabilities of the investment fund, as at a specific datgygdgtermined
in accordance with Part 14 of Regulation 81-106 respecting In\ﬁent Fund
Continuous Disclosure;

"non-resident sub-adviser" means a person prowdlng z{ollo management
advice

(@  whose principal place of business is out&deﬁQanada
(b)  that advises a portfolio adviser to a n&fbatl\fund, and

(c) that is not registered under secv\th/leglslatlon in the jurisdiction in which
the portfolio adviser that it advises is IocaE

"option" means an agreement rQ'provides the holder with the right, but not the
obligation, to do one or more of th owing on terms or at a price established by or
determinable by reference to @greement at or by a time established by the

agreement: v

1. Receive aﬁmount of cash determinable by reference to a specified
guantity of the underly erest of the option.

Punge.a specified quantity of the underlying interest of the option.
é(a specified quantity of the underlying interest of the option;

in on futures" means an option the underlying interest of which is a
stan Ized future;

N\ “order receipt office” means, for a mutual fund
(@ the principal office of the mutual fund,

(b)  the principal office of the principal distributor of the mutual fund, or
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(©) a location to which a purchase order or redemption order for securities of
the mutual fund is required or permitted by the mutual fund to be delivered by
participating dealers or the principal distributor of the mutual fund,;

"participating dealer" means a dealer other than the principal distributor that
distributes securities of a mutual fund;

"participating fund” means a mutual fund in which an asset allocation Sfl\(lla’e
permits investment; Q

"performance data" means a rating, ranking, quotation, discussiogyok analysis
regarding an aspect of the investment performance of a mutual fund, an Q; t allocation
service, a security, an index or a benchmark; \\/

"permitted gold certificate” means a certificate representi |d if the gold is

(@) available for delivery in Canada, free of cha@?c;or to the order of the
holder of the certificate,

(b)  of a minimum fineness of 995 parts p 000,

(c) held in Canada, (l/
N

(d) in the form of either bars o w‘n‘ers, and

(e) if not purchased from %nk listed in Schedule I, 1l or Ill of the Bank Act
(S.C. 1991, c. 46), fully insured wist loss and bankruptcy by an insurance company
licensed under the laws of Ca@r a jurisdiction;

"permitted index" @Qns, in relation to a mutual fund, a market index that is

(@) both Q_O

(& administered by an organization that is not affiliated with any of the
mutual fund,@ anager, its portfolio adviser or its principal distributor, and

(i) available to persons other than the mutual fund, or

%b widely recognized and used,
\é ) y g

"permitted supranational agency" means the African Development Bank, the
Asian Development Bank, the Caribbean Development Bank, the European Bank for
Reconstruction and Development, the Inter-American Development Bank, the
International Bank for Reconstruction and Development, the International Finance
Corporation, and any person prescribed under paragraph (g) of the definition of "foreign
property" in subsection 206(1) of the ITA;

10
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"physical commodity”, means, in an original or processed state, an agricultural
product, forest product, product of the sea, mineral, metal, hydrocarbon fuel product,
precious stone or other gem;

"portfolio adviser" means a person that provides investment advice or portfolio
management services under a contract with the mutual fund or with the manager of the
mutual fund; N

"portfolio asset” means an asset of a mutual fund; (19

)
"pricing date" means, for the sale of a security of a mutual fu %e date on
which the net asset value per security of the mutual fund is calculatedpr, the purpose of
determining the price at which that security is to be issued; Q_

"principal distributor" means a person through whom s&ties of a mutual fund
are distributed under an arrangement with the mutual fund @s manager that provides

(@) an exclusive right to distribute the sewities of the mutual fund in a
particular area, or Q’\

(b) a feature that gives or is intended to give the person a material
competitive advantage over others in the i{tﬁ’bu’tion of the securities of the mutual fund;

"public quotation” includes, for, tQ‘purposes of calculating the amount of illiquid
assets held by a mutual fund, any ion of a price for a fixed income security made
through the inter-dealer bond ma@

"purchase" means, in Yr?nection with an acquisition of a portfolio asset by a
mutual fund, an acquisiti@{hat is the result of a decision made and action taken by the
mutual fund, O

"qualified ity means"

(a) ((ayMevidence of indebtedness that is issued, or fully and unconditionally
guarante to principal and interest, by

Q 0] the government of Canada or the government of a jurisdiction,
\E (i) the government of the United States of America, the government of
one of the states of the United States of America, the government of another sovereign
state, or a permitted supranational agency, if, in each case, the evidence of
indebtedness has an approved credit rating, or

(i)  a Canadian financial institution or a financial institution that is not
incorporated or organized under the laws of Canada or of a jurisdiction if, in either case,

11
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evidences of indebtedness of that issuer or guarantor that are rated as short term debt
by an approved credit rating organization have an approved credit rating, or

(b)  commercial paper that has a term to maturity of 365 days or less and an
approved credit rating and that was issued by a person other than a government or
permitted supranational agency;

"report to securityholders": any report that includes annual or interim finghgal
statements, or any annual or interim management report of fund performanc@ tis
delivered to securityholders of a mutual fund; (1,

)
"restricted security” means a security, other than a specified vative, the
resale of which is restricted or limited by a representation, undertakiw agreement by
the mutual fund or by the mutual fund's predecessor in title, or by IQ‘_

"RSP clone fund" means a mutual fund that has adopteﬁrdamental investment
objectives to link its performance to the performance of er mutual fund whose
securities constitute foreign property for registered pﬁ and to ensure that the
securities of the mutual fund will not constitute foreig!\property under the Income Tax
Act (R.S.C. 1985, c. 1 (5th Supp.));

fund or asset allocation service, its pro r? manager, portfolio adviser, principal
distributor, a participating dealer or a pea:{ providing services to any of them, that
@) is made 0?“

0] to a secu@lder of the mutual fund or participant in the asset
allocation service, or 5

"sales communication” means a corgmu(r.llfation relating to, and by, a mutual

participant in the llocation service, to induce the purchase of securities of the

(i) a@ rson that is not a securityholder of the mutual fund or
mutual fund or th of the asset allocation service, and

(b) Qg(ot contained in any of the following documents of the mutual fund:

OQ~1.

A simplified prospectus or preliminary or pro forma simplified

\E 2. An annual information form or preliminary or pro forma annual
information form.

2.1 A fund facts document or preliminary or pro forma fund facts
document.

12
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3. Financial statements, including the notes to the financial statements
and the auditor's report on the financial statements.

4. A trade confirmation.

5. A statement of account;

6. An annual or interim management report of fund performance;,\(l/
"short position” means a position held by a mutual fund that, for (19

4
(&) an option, obliges the mutual fund, at the election of anothér] f6 purchase,
sell, receive or deliver the underlying interest, or, instead, pay or rece'\@ash,

(b) a standardized future or forward contract, obliges Q;utual fund, at the
election of another, to deliver the underlying interest or, instea y or receive cash,

(c) a call option on futures, obliges the mutual&@at the election of another,
to assume a short position in standardized futures, anct\

(d) a put option on futures, obliges theaf/bual fund, at the election of another,
to assume a long position in standardized futgr\es;
4

"special warrant” means a segyry that, by its terms or the terms of an
accompanying contractual obligation es or requires the holder to acquire another
security without payment of materi itional consideration and obliges the issuer of
the special warrant or the otherééurity to undertake efforts to file a prospectus to
qualify the distribution of the o security;

"specified asset-b }security" means a security that

(@) is prir?@serviced by the cash flows of a discrete pool of receivables or
other financial a , either fixed or revolving, that by their terms convert into cash
within a finite gfpe, and any rights or assets designed to assure the servicing or timely
distribution &:eeds to securityholders, and

(@Q‘by its terms entitles an investor in that security to a return of the
inves\gient of that investor at or by a time established by or determinable by reference
to$ agreement, except as a result of losses incurred on, or the non-performance of,
t¥inancial assets;

"specified dealer" means a dealer other than a dealer whose activities as a
dealer are restricted by the terms of its registration to one or both of

(@) acting solely in respect of mutual fund securities, or

13
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(b) acting solely in respect of transactions in which a person registered in the
category of exempt market dealer in a jurisdiction is permitted to engage;

"specified derivative” means an instrument, agreement or security, the market
price, value or payment obligations of which are derived from, referenced to or based on
an underlying interest, other than

@) a conventional convertible security, '\(1/
(b)  aspecified asset-backed security, (19

(c) an index participation unit, (19 °

(d)  agovernment or corporate strip bond, Q}V

(e) a capital, equity dividend or income share of a é?givided equity or fixed

income security, &O

() a conventional warrant or right, or N

(9) a special warrant; (19

"standardized future” means an g%e?nent traded on a futures exchange
pursuant to standardized conditions conja®ed in the by-laws, rules or regulations of the
futures exchange, and cleared by ing corporation, to do one or more of the
following at a price established by o rminable by reference to the agreement and at
or by a time established by or det able by reference to the agreement:

1. Make or take d %Ty of the underlying interest of the agreement.
2. Settle th@%ation in cash instead of delivery of the underlying interest;

"sub- custo? means, for a mutual fund, an entity that has been appointed to
hold portfolio ets of the mutual fund in accordance with section 6.1 by either the
custodian or@ custodlan of the mutual fund;

% means an agreement that provides for

% an exchange of principal amounts,
\é ge of princip

(b) the obligation to make, and the right to receive, cash payments based
upon the value, level or price, or on relative changes or movements of the value, level
or price, of one or more underlying interests, which payments may be netted against
each other, or

14
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(©) the right or obligation to make, and the right or obligation to receive,
physical delivery of an underlying interest instead of the cash payments referred to in
paragraph (b);

"synthetic cash" means a position that in aggregate provides the holder with the
economic equivalent of the return on a banker's acceptance accepted by a bank listed
in Schedule | of the Bank Act and that consists of

(@) a long position in a portfolio of shares and a short positifQ'\m a
standardized future of which the underlying interest consists of a stock index, i

)
0] there is a high degree of positive correlation betw changes in
the value of the portfolio of shares and changes in the value of the sthex, and

(i) the ratio between the value of the portf %f shares and the
standardized future is such that, for any change in the value o@n , @ change of similar
magnitude occurs in the value of the other, or O

(b) a long position in the evidences of inNgbtedness issued, or fully and
unconditionally guaranteed as to principal and i t, by any of the government of
Canada or the government of a jurisdiction and rt position in a standardized future
of which the underlying interest consists of evi®nces of indebtedness of the same
issuer and same term to maturity, if ~\ "

) there is a high @E of positive correlation between changes in
the value of the portfolio of eviden@ﬁ indebtedness and changes in the value of the
standardized future, and é

(i) the ratio‘%tween the value of the evidences of indebtedness and
the standardized future %uc that, for any change in the value of one, a change of
similar magnitude occn@ the value of the other;

(©) a l position in securities of an issuer and a short position in a
standardized f%J{re of which the underlying interest is securities of that issuer, if the
ratio betwegn yMe value of the securities of that issuer and the position in the
standardiéﬁ'ture is such that, for any change in the value of one, a change of similar
magr%@ ccurs in the value of the other;

underlying interest” means, for a specified derivative, the security, commodity,
fincial instrument, currency, interest rate, foreign exchange rate, economic indicator,
index, basket, agreement, benchmark or any other reference, interest or variable, and, if
applicable, the relationship between any of the foregoing, from, to or on which the
market price, value or payment obligation of the specified derivative is derived,
referenced or based; and

"underlying market exposure" means, for a position of a mutual fund in
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(@) an option, the quantity of the underlying interest of the option position
multiplied by the market value of one unit of the underlying interest, multiplied, in turn,
by the delta of the option,

(b)  a standardized future or forward contract, the quantity of the underlying
interest of the position multiplied by the current market value of one unit of the
underlying interest; or N

(c) a swap, the wunderlying market exposure, as calculat&l, under
paragraph (b), for the long position of the mutual fund in the swap. N

V

Decision 2001-C-0209, 1.1; M.O. 2004-02, s. 2; M.O. 2005-06@51, 11 and 12;

M.O. 2006-03, s. 1; M.O. 2008-06, ss. 2 and 13; M.O. 2008-13, s. . 2009-05, s. 1:
M.O. 2010-14, s. 1. Q

v
<O

This Regulation applies only to r\

(@) a mutual fund that offers or haq@red securities under a simplified
prospectus for so long as the mutual fund remains¥a reporting issuer; and

1.2. Application

paragraph (a) or pertaining to t ng of a simplified prospectus to which

(b)  a person in respect of a %:ks pertaining to a mutual fund referred to in
subsection 3.1(1) applies.

Decision 2001-C-0209, 1.2; M@OS 06, s. 11; M.O. 2008-06, s. 13.
1.3. Interpretation

(2) Each sectlo@ class or series of a class of securities of a mutual fund that is
referable to a se ortfolio of assets is considered to be a separate mutual fund for

purposes of thj ulatlon
2 A | fund that renews or extends a securities lending, repurchase or reverse
repurc transaction is entering into a securities lending, repurchase or reverse

repursfiase agreement for the purposes of section 2.12, 2.13 or 2.14.

(?}. In this Regulation, a reference to a "simplified prospectus” includes a prospectus,
a reference to a "preliminary simplified prospectus” includes a preliminary prospectus
and a reference to a "pro forma simplified prospectus” includes a pro forma prospectus.

Decision 2001-C-0209, 1.3; M.O. 2005-06, s. 11.
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PART 2 INVESTMENTS
2.1. Concentration Restriction

(1) A mutual fund shall not purchase a security of an issuer, enter into a specified
derivatives transaction or purchase index participation units if, immediately after the
transaction, more than 10% of the net assets of the mutual fund, taken at market vglue
at the time of the transaction, would be invested in securities of any issuer. ,\?i/

(2)  Subsection (1) does not apply to a purchase of a government security, gkecurity
issued by a clearing corporation, a security issued by another mutual fun yhich this
Regulation and Regulation 81-101 respecting Mutual Fund Prosped@Disclosure
(c. V-1.1, r. 38) apply, or a security of another mutual fund that is an{qd;x participation

unit. Q_
3) In determining a mutual fund's compliance with the reséons contained in this
section, the mutual fund shall, for each long position in a sgeYyfied derivative that is held
by the mutual fund for purposes other than hedging andofﬁg ach index participation unit
held by the mutual fund, consider that it holds direcMy the underlying interest of that
specified derivative or its proportionate share of tt@'&curities held by the issuer of the
index participation unit. (l/

(4) Despite subsection (3), the mutual thd"shall not include in the determination
referred to in subsection (3) a security g=nstrument that is a component of, but that
represents less than 10% of

(@ a stock or bond@& that is the underlying interest of a specified
derivative; or v

(b) the securiti@qe}d by the issuer of an index participation unit.

(5) Despite sub?@n (1), an index mutual fund, the name of which includes the
word "index", magardorder to satisfy its fundamental investment objectives, purchase a
security, enterdptoTa specified derivatives transaction or purchase index participation
units if its si ed prospectus contains the disclosure referred to in subsection (5) of
Item 6 a section (5) of Item 9 of Part B of Form 81-101F1 Contents of Simplified
Prosp @

D@sk}n 2001-C-0209, 2.1; M.O. 2004-02, s. 3.
A\
2.2. Control Restrictions

A mutual fund shall not

(@) purchase a security of an issuer if, immediately after the purchase, the
mutual fund would hold securities representing more than 10% of

18
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0] the votes attaching to the outstanding voting securities of that
issuer; or

(i) the outstanding equity securities of that issuer; or

(b) purchase a security for the purpose of exercising control over_or
management of the issuer of the security. (1/

(1.1) Subsection (1) does not apply to the purchase of a security issued bﬂﬁnother
mutual fund to which this Regulation and Regulation 81-101 respecting duiual Fund
Prospectus Disclosure (c. V-1.1, r. 38) apply, or a security of another mu und that is
an index participation unit.

\'Z

purchase, and the acquisition results in the mutual fund exce the limits described
in paragraph (1)(a), the mutual fund shall as quickly as is c@ ercially reasonable, and
in any event no later than 90 days after the acquisiti Quce its holdings of those
securities so that it does not hold securities exceeding&ose limits.

(2) If a mutual fund acquires a security of an issuer otheﬁa as the result of a

(3) In determining its compliance with the rp&tions contained in this section, a
mutual fund shall

(@) assume the conversion o@ml warrants held by it; and

(b)  consider that it holds ?:le the underlying securities represented by any
American depositary recelpts hel t.

Decision 2001-C-0209, 2.2; 2004 02, s. 4.

2.3. Restrictions C ning Types of Investments

A mutual f@an not
(@) @{hase real property;

@ purchase a mortgage, other than a guaranteed mortgage;
@% purchase a guaranteed mortgage if, immediately after the purchase, more
tiah 10% of the net assets of the mutual fund, taken at market value at the time of the
purchase, would consist of guaranteed mortgages;

(d) purchase a gold certificate, other than a permitted gold certificate;
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(e) purchase gold or a permitted gold certificate if, immediately after the
purchase, more than 10% of the net assets of the mutual fund, taken at market value at
the time of the purchase, would consist of gold and permitted gold certificates;

)] except to the extent permitted by paragraphs (d) and (e), purchase a
physical commodity;

(9) purchase, sell or use a specified derivative other than in compliancg\ﬂibh

sections 2.7 to 2.11; Q
(h) purchase, sell or use a specified derivative the underlying intqst of which
is
0] a physical commodity other than gold, or Qs\/
(i) a specified derivative of which the underl interest is a physical
commodity other than gold; or O

0] purchase an interest in a loan syndicaQon or loan participation if the
purchase would require the mutual fund to assumbﬁﬁ\y responsibilities in administering

the loan in relation to the borrower. (l/
Decision 2001-C-0209, 2.3. *\'\ 5
2.4. Restrictions Concerning lllig ssets

(1) A mutual fund shall not ?\khase an illiquid asset if, immediately after the
purchase, more than 10% of t et assets of the mutual fund, taken at market value at
the time of the purchase, wouN\consist of illiquid assets.

(2) A mutual fund not have invested, for a period of 90 days or more, more
than 15% of its net , taken at market value, in illiquid assets.

3) If more @an*15% of the net assets of a mutual fund, taken at market value, are

illiquid assetg, mutual fund shall, as quickly as is commercially reasonable, take all
necessar s to reduce the percentage of its net assets made up of illiquid assets
to 15% SS.

D@siBn 2001-C-0209, 2.4.

N\

2.5. Investments in Other Mutual Funds

(2) For the purposes of this section, a mutual fund is considered to be holding a

security of another mutual fund if it is maintaining a position in a specified derivative for
which the underlying interest is a security of the other mutual fund.
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(2) A mutual fund that wishes to purchase and hold securities of another mutual fund
may do so only if

(@) the other mutual fund is subject to this Regulation and Regulation 81-101
respecting Mutual Fund Prospectus Disclosure (c. V-1.1, r. 38);

(b) at the time of the purchase of that security, the other mutual fund holdg.no
more than 10% of the market value of its net assets in securities of other mutual fu&g}/

(c) both the securities of the mutual fund and the securities ofﬂ,e other

mutual fund are qualified for distribution in the local jurisdiction; q N

that, to a reasonable person, would duplicate a fee payable by th r mutual fund for

the same service; Q
X,

y the mutual fund in

(d) no management fees or incentive fees are payabWe mutual fund

(e) no sales fees or redemption fees are pa

relation to its purchases or redemptions of the securitie e other mutual fund if the
other mutual fund is managed by the manager OrNQN affiliate or associate of the
manager of the mutual fund; and Q

() no sales fees or redemption ee(s.l/are payable by the mutual fund in
relation to its purchases or redemptions of sedutities of the other mutual fund that, to a
reasonable person, would duplicate a fe yable by an investor in the mutual fund.

(3) Paragraphs (2)(a) and (c) d(@&ﬁpply if the security is

(@) anindex particip@unit issued by a mutual fund; or

(b) issued by @& %er mutual fund established with the approval of the
government of a foreiggmy¥Isdiction and the only means by which the foreign jurisdiction
permits investment ¢ securities of issuers of that foreign jurisdiction is through that
type of mutual fu
(4) Paragfap¥ (2)(b) does not apply if the other mutual fund

(@ is an RSP clone fund; or

b urchases or holds securities
\é ) P
(1) of a money market fund; or

(i) that are index participation units issued by a mutual fund.

(5) Paragraph (2)(f) does not apply to brokerage fees incurred for the purchase or
sale of an index participation unit issued by a mutual fund.
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(6) A mutual fund that holds securities of another mutual fund that is managed by the
same manager or an affiliate or associate of the manager

(@) shall not vote any of those securities; and

(b) may, if the manager so chooses, arrange for all of the securities it holdg of
the other mutual fund to be voted by the beneficial holders of securities of the n;\t I

fund.
P

(7) The mutual fund conflict of interest investment restrictions and th ytual fund

conflict of interest reporting requirements do not apply to a mut und which
purchases or holds securities of another mutual fund, if the purchas{\g transaction is
made in accordance with this section. Q_
Decision 2001-C-0209, 2.5; M.O. 2004-02, s. 5. ?g
2.6. Investment Practices &O
N
A mutual fund shall not Q’\

€) borrow cash or provide a secuwﬂ{erest over any of its portfolio assets
4

unless !

0] the transaction i Qanporary measure to accommodate requests
for the redemption of securities of mutual fund while the mutual fund effects an
orderly liquidation of portfolio a@) or to permit the mutual fund to settle portfolio
transactions and, after givi effect to all transactions undertaken under this
subparagraph, the outstandi?évz;mount of all borrowings of the mutual fund does not
exceed 5% of the net as@ of the mutual fund taken at market value at the time of the

borrowing, O

(i) %security interest is required to enable the mutual fund to effect a
specified deriygive transaction under this Regulation, is made in accordance with
industry praqlicgvtor that type of transaction and relates only to obligations arising under
that parti pecified derivatives transaction, or

(i)  the security interest secures a claim for the fees and expenses of
t ustodian or a sub-custodian of the mutual fund for services rendered in that
cayacity as permitted by subsection 6.4(3);

(b) purchase securities on margin, unless permitted by section 2.7 or 2.8;

(c) sell securities short, unless permitted by section 2.7 or 2.8;
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(d) purchase a security, other than a specified derivative, that by its terms
may require the mutual fund to make a contribution in addition to the payment of the
purchase price;

(e) engage in the business of underwriting, or marketing to the public,
securities of any other issuer;

() lend cash or portfolio assets other than cash; ,\(1/
(g)  guarantee securities or obligations of a person; or (19

)

(h) purchase securities other than through market facilities ¢thygugh which
these securities are normally bought and sold unless the purchase pycg approximates
the prevailing market price or the parties are at arm's length ir@nﬁction with the
transaction. Q

v

Decision 2001-C-0209, 2.6; M.O. 2005-06, s. 11; M.O. 200@, s. 13.

2.7. Transactions in Specified Derivatives fon\Hedging and Non-hedging
Purposes Q

(1) A mutual fund shall not purchase a ogt.kn that is not a clearing corporation
option or a debt-like security or enter intoi »or a forward contract unless

contract has a remaining term to m y of

) 3 years or@ or

(i) bet and 5 years if, at the time of the transaction, the option,
swap or contract proy he mutual fund with a right, at its election, to eliminate its
exposure under th n, swap or contract no later than 3 years after the mutual fund
has purchased th ion or entered into the swap or contract; and

(@) in the case of an optio’ﬁ ap or forward contract, the option, swap or

contract, uivalent debt of the counterparty, or of a person that has fully and
uncon lly guaranteed the obligations of the counterparty in respect of the option,
debt-fNe security, swap or contract, has an approved credit rating.

(b) anﬂe time of the transaction, the option, debt-like security, swap or
ng

(2}. If the credit rating of an option that is not a clearing corporation option, the credit
rating of a debt-like security, swap or forward contract, or the credit rating of the
equivalent debt of the writer or guarantor of the option, debt-like security, swap or
contract, falls below the level of approved credit rating while the option, debt-like
security, swap or contract is held by a mutual fund, the mutual fund shall take the steps
that are reasonably required to close out its position in the option, debt-like security,
swap or contract in an orderly and timely fashion.
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3) Despite any other provisions contained in this Part, a mutual fund may enter into
a trade to close out all or part of a position in a specified derivative, in which case the
cash cover held to cover the underlying market exposure of the part of the position that
is closed out may be released.

derivatives positions with any one counterparty other than an acceptable clgar
corporation or a clearing corporation that clears and settles transactions ma@
futures exchange listed in Appendix A, calculated in accordance with subs@on (5),
shall not exceed, for a period of 30 days or more, 10% of the net assets %the mutual
fund.

(4)  The mark-to-market value of the exposure of a mutual fund under its spec;jed
a

(5)  The mark-to-market value of specified derivatives positions@rﬁutual fund with
any one counterparty shall be, for the purposes of subsection (4

€) if the mutual fund has an agreement with ti‘gx;terparty that provides
for netting or the right of set-off, the net mark-to-nﬁ t value of the specified
derivatives positions of the mutual fund; and N

N
(b) in all other cases, the aggregatedn@k-to-market value of the specified
derivative positions of the mutual fund. N
4

Decision 2001-C-0209, 2.7; M.O. 2008-08%. 13.

2.8. Transactions in Specified@%atives for Purposes Other than Hedging

(1) A mutual fund shall not ?§

@) purchase
unless, immediately
mutual fund, taken
instruments held Q

t-like security that has an options component or an option,
e purchase, not more than 10% of the net assets of the
rket value at the time of the purchase, would consist of those
rposes other than hedging;

(b) (w¥e a call option, or have outstanding a written call option, that is not an
option on es unless, as long as the position remains open, the mutual fund holds

0] an equivalent quantity of the underlying interest of the option,

\é (i) a right or obligation, exercisable at any time that the option is
exercisable, to acquire an equivalent quantity of the underlying interest of the option,
and cash cover that, together with margin on account for the position, is not less than
the amount, if any, by which the strike price of the right or obligation to acquire the
underlying interest exceeds the strike price of the option, or
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(i)  a combination of the positions referred to in subparagraphs (i)
and (ii) that is sufficient, without recourse to other assets of the mutual fund, to enable
the mutual fund to satisfy its obligations to deliver the underlying interest of the option;

(©) write a put option, or have outstanding a written put option, that is not an
option on futures, unless, as long as the position remains open, the mutual fund holds

0] a right or obligation, exercisable at any time that the opt,&al
exercisable, to sell an equivalent quantity of the underlying interest of the opt

cash cover in an amount that, together with margin on account for the posit |s not
less than the amount, if any, by which the strike price of the option exce@.,the strike
price of the right or obligation to sell the underlying interest,

(i) cash cover that, together with margin on a@v\wt/ for the option
position, is not less than the strike price of the option, or Q

(i)  a combination of the positions refer Y; in subparagraphs (i)
and (ii) that is sufficient, without recourse to other assetQ) he mutual fund, to enable
the mutual fund to acquire the underlying interest of thc\optlon;

(d) open or maintain a long positi % a debt-like security that has a
component that is a long position in a forward céhtract, or in a standardized future or
forward contract, unless the mutual fund hold tash cover in an amount that, together
with margin on account for the specified geXvative and the market value of the specified
derivative, is not less than, on a dai ark-to-market basis, the underlying market
exposure of the specified derivative; %‘

(e) open or maintai short position in a standardized future or forward
contract, unless the mutual fuN® holds
(1) @/alent qguantity of the underlying interest of the future or

contract, Q_
o &

a right or obligation to acquire an equivalent quantity of the

underlying i t of the future or contract and cash cover that together with margin on
account f position is not less than the amount, if any, by which the strike price of
the r bligation to acquire the underlying interest exceeds the forward price of the
contr§

\E (i)  a combination of the positions referred to in subparagraphs (i)
and (ii) that is sufficient, without recourse to other assets of the mutual fund, to enable
the mutual fund to deliver the underlying interest of the future or contract; or

() enter into, or maintain, a swap position unless
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() for periods when the mutual fund would be entitled to receive
payments under the swap, the mutual fund holds cash cover in an amount that, together
with margin on account for the swap and the market value of the swap, is not less than,
on a daily mark-to-market basis, the underlying market exposure of the swap; and

(i) for periods when the mutual fund would be required to make
payments under the swap, the mutual fund holds

(A) an equivalent quantity of the underlying interest of th@%p,

(B) a right or obligation to acquire an equivalent njity of the

underlying interest of the swap and cash cover that, together with margi account for
the position, is not less than the aggregate amount of the obligationWﬂe mutual fund
under the swap, or Q_

(C) a combination of the positions reéd to in clauses (A)
and (B) that is sufficient, without recourse to other assets @h mutual fund, to enable
the mutual fund to satisfy its obligations under the swap.

cash cover equal to the notional principal valu a banker's acceptance then being
accepted by a bank listed in Schedule | of the B¥nk Act (S.C. 1991, c. 46) that would
produce the same annualized return as trE\sy Retic cash position is then producing.

(2) A mutual fund shall treat any synthetic cash§bg%on on any date as providing the

Decision 2001-C-0209, 2.8. <
2.9. Transactions in Specifie@)ivatives for Hedging Purposes

Sections 2.1, 2.2, 2.4 %.8 do not apply to the use of specified derivatives by a
mutual fund for hedging @0868.

Decision 2001-C-0@99.

2.10. AdvisegRRequirements

(1) If folio adviser of a mutual fund receives advice from a non-resident sub-
adviser erning the use of options or standardized futures by the mutual fund, the

mutquund shall not invest in or use options or standardized futures unless

\ (&) the obligations and duties of the non-resident sub-adviser are set out in a
written agreement with the portfolio adviser; and

(b)  the portfolio adviser contractually agrees with the mutual fund to be
responsible for any loss that arises out of the failure of the non-resident sub-adviser
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) to exercise the powers and discharge the duties of its office
honestly, in good faith and in the best interests of the mutual fund, and

(i) to exercise the degree of care, diligence and skill that a reasonably
prudent person would exercise in the circumstances.

(2) A mutual fund shall not relieve a portfolio adviser of the mutual fund from liabyity
for loss for which the portfolio adviser has assumed responsibility ;g r
paragraph (1)(b) that arises out of the failure of the relevant non-resident sub-ad@e

(@) to exercise the powers and discharge the duties of its offic@qnestly, in

good faith and in the best interests of the mutual fund, or (1/

(b) to exercise the degree of care, diligence and SW a reasonably
prudent person would exercise in the circumstances. Q
3) Despite subsection 4.4(3), a mutual fund may i nify a portfolio adviser
against legal fees, judgments and amounts paid in sett t, actually and reasonably
incurred by that person in connection with services p{owded by a non-resident sub-
adviser for which the portfolio adviser h assumed responsibility under
paragraph (1)(b), only if (l/

(@) those fees, judgments and n{buﬁts were not incurred as a result of a
breach of the standard of care describedJymgubsection (1) or (2); and

(b)  the mutual fund has onable grounds to believe that the action or
inaction that caused the payment e fees, judgments and amounts paid in settlement
was in the best interests of the§L ual fund.

(4) A mutual fund si@not incur the cost of any portion of liability insurance that
insures a person for llity except to the extent that the person may be indemnified
for that liability und section.

Decision 2001@209, 2.10; M.0O. 2008-06, s. 13.
211. C Ce)ncement of Use of Specified Derivatives by a Mutual Fund

(2) % mutual fund that has not used specified derivatives shall not begin using
spedfied derivatives unless

(@) its simplified prospectus contains the disclosure required for mutual funds
using derivatives; and

(b)  the mutual fund has provided to its securityholders, not less than 60 days
before it begins using specified derivatives, written notice that discloses its intent to
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begin using specified derivatives and the disclosure required for mutual funds using
derivatives.

(2) A mutual fund is not required to provide the notice referred to in paragraph (1)(b)

if each simplified prospectus of the mutual fund since the later of January 1, 1994 and
its inception contains the disclosure required for mutual funds using specified

derivatives.
S
V

Decision 2001-C-0209, 2.11.

2.12. Securities Loans q.,
(2) Despite any other provision of this Regulation, a mutual fun y enter into a
securities lending transaction as lender if the following condition satisfied for the
transaction: Q

1. The transaction is administered and supervis@n?t;le manner required by
sections 2.15 and 2.16.

2. The transaction is made under a Wr&éq agreement that implements the

requirements of this section. (l/

3. Securities are loaned by the iuﬁa? fund in exchange for collateral.

as collateral, as part of the transacti e immediately available for good delivery under

4. The securities transferr;d@'ﬂher by the mutual fund or to the mutual fund
applicable legislation. s

5. The collateral t Yg delivered to the mutual fund at the beginning of the

transaction @

@) f eived by the mutual fund either before or at the same time as
it delivers the loa ecurities; and

has a market value equal to at least 102% of the market value of
the loane urities.

Q. The collateral to be delivered to the mutual fund is one or more of
\é (@ cash;
(b)  qualified securities;

(c) securities that are immediately convertible into, or exchangeable
for, securities of the same issuer, class or type, and the same term, if applicable, as the
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securities that are being loaned by the mutual fund, and in at least the same number as
those loaned by the mutual fund; or

(d) irrevocable letters of credit issued by a Canadian financial
institution that is not the counterparty, or an affiliate of the counterparty, of the mutual
fund in the transaction, if evidences of indebtedness of the Canadian financial institution
that are rated as short term debt by an approved credit rating organization have_ an
approved credit rating. (1/

7. The collateral and loaned securities are marked to market% each
business day, and the amount of collateral in the possession of the al fund is
adjusted on each business day to ensure that the market value of coIIaté’g;lnaintained
by the mutual fund in connection with the transaction is at least 1% of the market
value of the loaned securities. Q_

8. If an event of default by a borrower occurs, the n@al fund, in addition to
any other remedy available under the agreement or applic@e aw, has the right under
the agreement to retain and dispose of the collateral to xtent necessary to satisfy
its claims under the agreement. '\r\

9. The borrower is required to pay @mtly to the mutual fund amounts
equal to and as compensation for all dividends #d interest paid, and all distributions
made, on the loaned securities during their%o? the transaction.

10. The transaction is a "se s lending arrangement" under section 260 of
the ITA. 0
11. The mutual fundagdentitled to terminate the transaction at any time and

recall the loaned securities WAthin the normal and customary settlement period for
securities lending transa s in the market in which the securities are lent.

Imme@f@ after the mutual fund enters into the transaction, the
aggregate marke of all securities loaned by the mutual fund in securities lending
transactlons t yet returned to it or sold by the mutual fund in repurchase
transactlons r section 2.13 and not yet repurchased does not exceed 50% of the

: he mutual fund, and for such purposes collateral held by the mutual fund
for the @ d securities and cash held by the mutual fund for the sold securities shall
not b&Ancluded in total assets.

(2}.5 A mutual fund may hold all cash delivered to it as the collateral in a securities
lending transaction or may use the cash to purchase

(@) gualified securities having a remaining term to maturity no longer than 90
days;
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(b) securities under a reverse repurchase agreement permitted by
section 2.14; or

(c) a combination of the securities referred to in paragraphs (a) and (b).
(3) A mutual fund, during the term of a securities lending transaction, shall hold all,

and shall not invest or dispose of any, non-cash collateral delivered to it as collaterg] in
the transaction. N

Decision 2001-C-0209, 2.12; M.O. 2005-06, s. 11. (19

q«

(2) Despite any other provision of this Regulation, a mutual f@may enter into a
repurchase transaction if the following conditions are satisfied fo transaction:

1. The transaction is administered and supervis@n?t;\e manner required by
sections 2.15 and 2.16.

2.13. Repurchase Transactions

2. The transaction is made under a Wr&éq agreement that implements the
requirements of this section. (l/

3. Securities are sold for cas W\the mutual fund, with the mutual fund

assuming an obligation to repurchase th curities for cash.

4, The securities transfe ?’by the mutual fund as part of the transaction are
immediately available for good d@ under applicable legislation.

5. The cash to b%%?elivered to the mutual fund at the beginning of the

transaction @

celved by the mutual fund either before or at the same time as

it delivers the sol(ﬁe% rities; and

is in an amount equal to at least 102% of the market value of the

sold secu
%. The sold securities are marked to market on each business day, and the
nt of sale proceeds in the possession of the mutual fund is adjusted on each

a

bﬁess day to ensure that the amount of cash maintained by the mutual fund in
connection with the transaction is at least 102% of the market value of the sold
securities.

7. If an event of default by a purchaser occurs, the mutual fund, in addition to
any other remedy available under the agreement or applicable law, has the right under
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the agreement to retain or dispose of the sale proceeds delivered to it by the purchaser
to the extent necessary to satisfy its claims under the agreement.

8. The purchaser of the securities is required to pay promptly to the mutual
fund amounts equal to and as compensation for all dividends and interest paid, and all
distributions made, on the sold securities during the term of the transaction.

9. The transaction is a "securities lending arrangement” under section f
the ITA. (19

10. The term of the repurchase agreement, before any extensign\ay renewal
that requires the consent of both the mutual fund and the purchaser, is nét)p1ore than 30

days. \\/

11. Immediately after the mutual fund enters int transaction, the
aggregate market value of all securities loaned by the mutual in securities lending
transactions under section 2.12 and not yet returned to it old by the mutual fund in
repurchase transactions and not yet repurchased doeG(Q exceed 50% of the total
assets of the mutual fund, and for such purposes collageral held by the mutual fund for
the loaned securities and the cash held by the m fund for the sold securities shall
not be included in total assets. (l/

(2) A mutual fund may hold cash delive eJ\o"it as consideration for sold securities in
a repurchase transaction or may use th@sh to purchase

(@) qualified securities 6% a remaining term to maturity no longer

than 30 days; é

(b) securities und@ a reverse repurchase agreement permitted by

section 2.14: or @

(c) a co(r/‘@,gon of the securities referred to in paragraphs (a) and (b).

Decision 2001@?09, 2.13; M.O. 2005-06, s. 11.

2.14. Rng% Repurchase Transactions

(2) @espite any other provision of this Regulation, a mutual fund may enter into a
r&se repurchase transaction if the following conditions are satisfied for the
traxYsaction:

1. The transaction is administered and supervised in the manner required by
sections 2.15 and 2.16.

2. The transaction is made under a written agreement that implements the
requirements of this section.
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3. Qualified securities are purchased for cash by the mutual fund, with the
mutual fund assuming the obligation to resell them for cash.

4. The securities transferred as part of the transaction are immediately
available for good delivery under applicable legislation.

5. The securities to be delivered to the mutual fund at the beginning p\(be
transaction Q

(@) are received by the mutual fund either before or at th%same time
as it delivers the cash used by it to purchase those securities; and

(b) have a market value equal to at least 102% o!@&/ash paid for the

securities by the mutual fund. Q
6. The purchased securities are marked to m t?(:n each business day,
and either the amount of cash paid for the purchase& curities or the amount of
purchased securities in the possession of the seller g the mutual fund is adjusted on
each business day to ensure that the market va bﬁpurchased securities held by the
mutual fund in connection with the transaction |s¢-9ess than 102% of the cash paid by
the mutual fund. N

7. If an event of default by a r occurs, the mutual fund, in addition to any
other remedy available in the agre or applicable law, has the right under the
agreement to retain or dispose of th chased securities delivered to it by the seller to
the extent necessary to satisfy it@&ns under the agreement.

8. The transaction%"securities lending arrangement” under section 260 of

the ITA. @

The t?. the reverse repurchase agreement, before any extension or
renewal that req he consent of both the seller and the mutual fund, is not more

than 30 days. Q/
Decision ié-C-OZOQ, 2.14; M.O. 2005-06, s. 11.

2.15.%gent for Securities Lending, Repurchase and Reverse Repurchase
T@actions

Q) The manager of a mutual fund shall appoint an agent or agents to act on behalf

of the mutual fund in administering the securities lending and repurchase transactions
entered into by the mutual fund.
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(2)  The manager of a mutual fund may appoint an agent or agents to act on behalf of
the mutual fund to administer the reverse repurchase transactions entered into by the
mutual fund.

(3)  The custodian or a sub-custodian of the mutual fund shall be the agent appointed
under subsection (1) or (2).

(4) The manager of a mutual fund shall not authorize an agent to enter p\a/a
securities lending, repurchase or, if applicable, reverse repurchase transactQ?hs on
behalf of the mutual fund until the agent enters into a written agreemen the
manager and the mutual fund in which q N

(@) the mutual fund and the manager provide instructions e\tpe agent on the
parameters to be followed in entering into the type of transgQiQns to which the

agreement pertains; Q
v

(b) the agent agrees to comply with this Regulafoy, accepts the standard of
care referred to in subsection (5) and agrees to ensure QU dll transactions entered into
by it on behalf of the mutual fund will comply with this FRqu ation; and

(©) the agent agrees to provide to the(l@ual fund and the manager regular,
comprehensive and timely reports summarizing ¥he mutual fund's securities lending,
repurchase and reverse repurchase transiiti » as applicable.

(5) An agent appointed under thi @mion, in administering the securities lending,
repurchase and, if applicable, rever purchase transactions of the mutual fund shall
exercise the degree of care, dili and skill that a reasonably prudent person would
exercise in the circumstances.?\

Decision 2001-C-0209, g\ .0. 2005-06, s. 11.

2.16. Controls an@ords

@ A mutu@gd shall not enter into transactions under sections 2.12, 2.13 or 2.14

unless, <,

(@ for transactions to be entered into through an agent appointed under
sectiQ .15, the manager has reasonable grounds to believe that the agent has
e@ished and maintains appropriate internal controls and procedures and records;
a

(b)  for reverse repurchase transactions directly entered into by the mutual
fund without an agent, the manager has established and maintains appropriate internal
controls, procedures and records.
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(2) The internal controls, procedures and records referred to in subsection (1) shall
include

(@) a list of approved borrowers, purchasers and sellers based on generally
accepted creditworthiness standards;

(b) as applicable, transaction and credit limits for each counterparty; and

NZ

(©) collateral diversification standards. Q

3) The manager of a mutual fund shall, on a periodic basis not less frqjently than
annually,

@) review the agreements with any agent appointed section 2.15 to
determine if the agreements are in compliance with this Regulati@

(b) review the internal controls described in s ion (2) to ensure their
continued adequacy and appropriateness;

securities lending, repurchase or reverse repur transactions of the mutual fund in
a competent and responsible manner, in conf&fmity with the requirements of this
Regulation and in conformity with the agreernsnt between the agent, the manager and
the mutual fund entered into under subs n 2.15(4);

(c) make reasonable enquiries as to Wghser the agent is administering the

(d) review the terms of an %’feement between the mutual fund and an agent
entered into under subsection 2. in order to determine if the instructions provided
to the agent in connection wit securities lending, repurchase or reverse repurchase
transactions of the mutual fu@ ontinue to be appropriate; and

(e) make or§ to be made any changes that may be necessary to ensure

that Q_

(& the agreements with agents are in compliance with this Regulation,

1) the internal controls described in subsection (2) are adequate and
apprca@a,

ﬁ (i)  the securities lending, repurchase or reverse repurchase
trxYsactions of the mutual fund are administered in the manner described in
paragraph (c), and

(iv)  the terms of each agreement between the mutual fund and an
agent entered into under subsection 2.15(4) are appropriate.

Decision 2001-C-0209, 2.16; M.O. 2005-06, s. 11.
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2.17. Commencement of Securities Lending, Repurchase and Reverse
Repurchase Transactions by a Mutual Fund

(1) A mutual fund shall not enter into securities lending, repurchase or reverse
repurchase transactions unless

@) its simplified prospectus contains the disclosure required for mutual&ﬂds
entering into those types of transactions; and Q

(b) the mutual fund has provided to its securityholders, not less ¢iyag 60 days
before it begins entering into those types of transactions, written notice tﬂﬁscloses its
intent to begin entering into those types of transactions and the dis@re required for
mutual funds entering into those types of transactions. Q_

(2) Paragraph (1)(b) does not apply to a mutual fund that§ entered into reverse
repurchase agreements as permitted by a decision of the @u ties regulatory authority
or regulator.

3) Paragraph (1)(b) does not apply if each sir%ﬁﬁ'e} prospectus of the mutual fund
since its inception contains the disclosure referrqdl/ in paragraph (1)(a).

Decision 2001-C-0209, 2.17; M.O. 2004-(&%."
PART 3 NEW MUTUAL FUNDS Q‘
3.1. Initial Investmentin a Neg\%tual Fund

(2) No person shall file a‘g%lified prospectus for a newly established mutual fund
unless

@ an in%@ent of at least $150,000 in securities of the mutual fund has
been made, and t securities are beneficially owned, before the time of filing by

QDQ/ the manager, a portfolio adviser, a promoter or a sponsor of the

mutual fu
OQ"

(i) the partners, directors, officers or securityholders of any of the
n\@ger, a portfolio adviser, a promoter or a sponsor of the mutual fund, or

(i)  a combination of the persons referred to subparagraphs (i) and (ii);
or

(b)  the simplified prospectus of the mutual fund states that the mutual fund

will not issue securities other than those referred to in paragraph (a) unless
subscriptions aggregating not less than $500,000 have been received by the mutual
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fund from investors other than the persons referred to in paragraph (a) and accepted by
the mutual fund.

(2) A mutual fund shall not redeem a security issued upon an investment in the
mutual fund referred to in paragraph (1)(a) until $500,000 has been received from
persons other than the persons referred to in paragraph (1)(a).

Decision 2001-C-0209, 3.1; M.O. 2008-06, ss. 3 and 13. ,\(1/
3.2. Prohibition Against Distribution (19
)
If a simplified prospectus of a mutual fund contains the disclosu escribed in
paragraph 3.1(1)(b), the mutual fund shall not distribute any Wes unless the

subscriptions described in that disclosure, together with paym r the securities
subscribed for, have been received. Q

3.3.  Prohibition Against Reimbursement of Orgamgatlon Costs

Decision 2001-C-0209, 3.2. O

None of the costs of incorporation, form @ or initial organization of a mutual
fund, or of the preparation and filing of any of #ie preliminary simplified prospectus,
preliminary annual information form, preliqindy fund facts document, initial simplified
prospectus, annual information form or&i& facts document of the mutual fund shall be

borne by the mutual fund or its securi% ers.

Decision 2001-C-0209, 3.3; M.O. 14, s. 2.

PART 4 CONFLICTS O%’EREST

4.1. Prohibited Inv@nts

(1) A dealer r&ed mutual fund shall not knowingly make an investment in a
class of securigbs Of an issuer during, or for 60 days after, the period in which the dealer
manager ofﬁg utual fund, or an associate or affiliate of the dealer manager of the
mutual f cts as an underwriter in the distribution of securities of that class of
securigi xcept as a member of the selling group distributing 5% or less of the
secu&es underwritten.

(?}.é A dealer managed mutual fund shall not knowingly make an investment in a
class of securities of an issuer of which a partner, director, officer or employee of the
dealer manager of the mutual fund, or a partner, director, officer or employee of an
affiliate or associate of the dealer manager, is a partner, director or officer, unless the
partner, director, officer or employee
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(@) does not participate in the formulation of investment decisions made on
behalf of the dealer managed mutual fund;

(b)  does not have access before implementation to information concerning
investment decisions made on behalf of the dealer managed mutual fund; and

(©) does not influence, other than through research, statistical and other
reports generally available to clients, the investment decisions made on behalf p\
dealer managed mutual fund. Q

(3) Subsections (1) and (2) do not apply to an investment in a clas securities
issued or fully and unconditionally guaranteed by the government of ada or the
government of a jurisdiction. \\/

(4) Subsection (1) does not apply to an investment in a cigasdof securities of an
issuer if, at the time of each investment v

(@  the independent review committee of the deﬂ managed mutual fund has
approved the transaction under subsection 5.2(2) KRegulation 81-107 respecting
Independent Review Committee for Investment Fu c. V-1.1,r. 43);

(b) in a class of debt securities of anql/suer other than a class of securities
referred to in subsection (3), the security hsﬁ\Been given, and continues to have, an
approved rating by an approved credit rgff™y organization;

(c) in any other class of s lties of an issuer,

0] the distri % of the securities is made by prospectus filed with
one or more securities reguIaYS y authorities or regulators in Canada, and;

(i) d the 60-day period referred to in subsection (1) the
investment in the ies is made on an exchange on which these securities are
listed and traded;@

(d) neMater than the time the dealer managed mutual fund files its annual
financial ments, the manager of the dealer managed mutual fund files the
particyl f each investment made by the dealer managed mutual fund during its most
rece% completed financial year.

(B\). The correspobnding provisions contained in securities legislation referred to in
Appendix C do not apply with respect to an investment in a class of securities of an
issuer referred to in subsection (4) if the investment is made in accordance with that
subsection.

Decision 2001-C-0209, 4.1; M.O. 2006-03, s. 2.
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4.2. Self-Dealing

(1) A mutual fund shall not purchase a security from, sell a security to, or enter into a
securities lending, repurchase or reverse repurchase transaction under section 2.12,
2.13 or 2.14 with, any of the following persons:

1. The manager, portfolio adviser or trustee of the mutual fund.

2. A partner, director or officer of the mutual fund or of the manager @olio
adviser or trustee of the mutual fund.
4

3. An associate or affiliate of a person referred to in paragrapﬂ'@r 2.

4, A person, having fewer than 100 securityholders z@c\grd, of which a
partner, director or officer of the mutual fund or a partner, d?c r or officer of the
manager or portfolio adviser of the mutual fund is a par?e, director, officer or
securityholder. O

(2)  Subsection (1) applies in the case of a sale of}qsecurity to, or a purchase of a
security from, a mutual fund only if the person th%'would be selling to, or purchasing
from, the mutual fund would be doing so as prinqﬂi/

Decision 2001-C-0209, 4.2: M.O. 2008-0(5;ﬁ.'1~3."

4.3. Exception Q‘
?\

Q) Section 4.2 does not app@b) purchase or sale of a security by a mutual fund if
the price payable for the secur'v;

@) not more t the ask price of the security as reported by any available
public quotation in co use, in the case of a purchase by the mutual fund; or

(b) gs than the bid price of the security as reported by any available
ommon use, in the case of a sale by the mutual fund.

not
public quotatio@
(2) Seéjdf.z does not apply to a purchase or sale of a class of debt securities by a

mutua, @ from, or to, another mutual fund managed by the same manager or an
affilighg of the manager, if, at the time of the transaction

\E (@) the mutual fund is purchasing from, or selling to, another mutual fund to
which Regulation 81-107 respecting Independent Review Committee for Investment
Funds (c. V-1.1, r. 43) applies;

(b)  the independent review committee of the mutual fund has approved the

transaction under subsection 5.2(2) of Regulation 81-107 respecting Independent
Review Committee for Investment Funds;
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(c) the transaction complies with subsection 6.1(2) of Regulation 81-107
respecting Independent Review Committee for Investment Funds.

Decision 2001-C-0209, 4.3; M.O. 2006-03, s. 3.
4.4. Liability and Indemnification

(1) An agreement or declaration of trust by which a person acts as mana '\f a
mutual fund shall provide that the manager is responsible for any loss that ariQ; out of
the failure of the manager, or of any person retained by the manager or thqwtual fund
to discharge any of the manager's responsibilities to the mutual fund,

(@) to exercise the powers and discharge the duties of ¢ \ﬁce honestly, in
good faith and in the best interests of the mutual fund, and Q

(b) to exercise the degree of care, diligence @j?;kill that a reasonably
prudent person would exercise in the circumstances.

loss that arises out of the failure of the man or of any person retained by the
manager or the mutual fund to discharge any of¥the manager's responsibilities to the

mutual fund, A'\ﬂ

(@) to exercise the powers Q‘discharge the duties of its office honestly, in
good faith and in the best interests\os mutual fund, or

(2) A mutual fund shall not relieve the managg'b('}we mutual fund from liability for

(b) to exercise the @ee of care, diligence and skill that a reasonably
prudent person would exercis‘3 the circumstances.

(3) A mutual fund demnify a person providing services to it against legal fees,
judgments and am paid in settlement, actually and reasonably incurred by that
person in connecth ith services provided by that person to the mutual fund, if

(@) é{e fees, judgments and amounts were not incurred as a result of a
breach of@. tandard of care described in subsection (1) or (2); and

Qb the mutual fund has reasonable grounds to believe that the action or
U—?ngpn that caused the payment of the fees, judgments and amounts paid in settlement
in the best interests of the mutual fund.

(4) A mutual fund shall not incur the cost of any portion of liability insurance that

insures a person for a liability except to the extent that the person may be indemnified
for that liability under this section.
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(5) This section does not apply to any losses to a mutual fund or securityholder arising
out of an action or inaction by

(@) adirector of the mutual fund; or

(b)  a custodian or sub-custodian of the mutual fund, except as set out in

subsection (6). (1,
N

(6) This section applies to any losses to a mutual fund or securityholder ari@g out
of an action or inaction by a custodian or sub-custodian acting as agent of t utual
fund in administering the securities lending, repurchase or reversqe,purchase
transactions of the mutual fund.

PART 5 FUNDAMENTAL CHANGES

Decision 2001-C-0209, 4.4; M.O. 2008-06, s. 13. QQB\/

5.1. Matters Requiring Securityholder Approval &O

The prior approval of the securityholders o&‘q}ﬂual fund, given as provided in

section 5.2, is required before (l/

(@) the basis of the calculation f'B fee or expense that is charged to the
mutual fund or directly to its security rs by the mutual fund or its manager in
connection with the holding of securfi f the mutual fund is changed in a way that
could result in an increase in char he mutual fund or to its securityholders;

(a.1) a new fee or ex@, to be charged to the mutual fund or directly to its
securityholders by the mutué.? und or its manager in connection with the holding of

securities of the mutual hat could result in an increase in charges to the mutual
fund or to its securityh , Is established,;

(b) the ge-xger of the mutual fund is changed, unless the new manager is an
affiliate of the @¥reht manager;

(§Qgge fundamental investment objectives of the mutual fund are changed;

\

\ (e) the mutual fund decreases the frequency of the calculation of its net asset
value per security;

(paragraph revoked);

() the mutual fund undertakes a reorganization with, or transfers its assets
to, another mutual fund, if
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) the mutual fund ceases to continue after the reorganization or
transfer of assets, and

(i) the transaction results in the securityholders of the mutual fund
becoming securityholders in the other mutual fund; or

(9) the mutual fund undertakes a reorganization with, or acquires assets frqm,
another mutual fund, if ,\ﬂ/

0] the mutual fund continues after the reorganization or acqﬁls-l lon of

assets, q N

(i) the transaction results in the securityholders ow other mutual
fund becoming securityholders in the mutual fund, and Q_

(i) the transaction would be a material channg he mutual fund.

Decision 2001-C-0209, 5.1; M.O. 2004-02, s. 7; M.O. 200&@, s. 2; M.O. 2006-03, s. 4.

N

Q

(2) Unless a greater majority is required Ry th& constating documents of the mutual
fund, the laws applicable to the mutual fun n applicable agreement, the approval of
the securityholders of the mutual fund matter referred to in section 5.1 shall be
given by a resolution passed by atlg§~ ajority of the votes cast at a meeting of the

5.2.  Approval of Securityholders

securityholders of the mutual fund da¥Called and held to consider the matter.

(2) Despite subsection (1),@olders of securities of a class or series of a class of

securities of a mutual fund Il vote separately as a class or series of a class on a
matter referred to in secoWb.1 if that class or series of a class is affected by the action
referred to in section manner different from holders of securities of other classes
or series of a cIass.Q_

the mutual fgng¥So provide, the holders of securities of a class or series of a class of
securities mutual fund shall not be entitled to vote on a matter referred to in
section@ if they, as holders of the class or series of a class, are not affected by the
actioMdeferred to in section 5.1.

D§\ision 2001-C-0209, 5.2.

5.3. Circumstances in Which Approval of Securityholders Not Required

3) Despi&m on 5.1 and subsections (1) and (2), if the constating documents of

() Despite section 5.1, the approval of securityholders of a mutual fund is not
required to be obtained for a change referred to in paragraph 5.1(a)
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€) if

() the mutual fund is at arm's length to the person charging the fee or
expense to the mutual fund referred to in paragraph 5.1(a) that is changed,

(i) the simplified prospectus of the mutual fund discloses that,
although the approval of securityholders will not be obtained before making the
changes, securityholders will be sent a written notice at least 60 days befor ‘ibe
effective date of the change that is to be made that could result in an incr%s in
charges to the mutual fund, and

4

(i)  the notice referred to in subparagraph (ii) is actuall(/'@nt 60 days

before the effective date of the change; or

N4
(b) if QQ’

0] the mutual fund is permitted by this Re@aygn to be described as a
"no-load" fund,

securityholders will be sent a written notice at | 0 days before the effective date of
a change that is to be made that could reswlt\in n increase in charges to the mutual
4

fund, and
4

(i)  the notice referr d@‘in subparagraph (ii) is actually sent 60 days
before the effective date of the cha e&“

(i) the simplified prospectus %'&% mutual fund discloses that

(2) Despite section 5.1, t $pproval of securityholders of a mutual fund is not
required to be obtained for a nge referred to in paragraph 5.1(f) if

(@ the inde ﬁnt review committee of the mutual fund has approved the
change under subsﬂg 5.2(2) of Regulation 81-107 respecting Independent Review
Committee for Inv% ent Funds (c. V-1.1, r. 43);

(b) Q&mutual fund is being reorganized with, or its assets are being
transferr . another mutual fund to which this Regulation and Regulation 81-107
respegt ndependent Review Committee for Investment Funds apply and that is
man% by the manager, or an affiliate of the manager, of the mutual fund;

\ (c) the reorganization or transfer of assets of the mutual fund complies with
the criteria in paragraphs 5.6(1)(a), (b), (c), (d), (g), (h) and (i) and subsection 5.6(2);

(d) the simplified prospectus of the mutual fund discloses that, although the
approval of securityholders may not be obtained before making the change,
securityholders will be sent a written notice at least 60 days before the effective date of
the change; and
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(e) the notice referred to in paragraph (d) to securityholders is sent 60 days
before the effective date of the change.

Decision 2001-C-0209, 5.3; M.O. 2005-06, s. 11; M.O. 2006-03, s. 5; M.O. 2008-06,
s. 13.

5.3.1. Change of Auditor of the Mutual fund ,\(1/

Q

The auditor of the mutual fund may not be changed unless

(@) the independent review committee of the mutual fund ha proved the
change under subsection 5.2(2) of Regulation 81-107 respecting | p ndent Review
Committee for Investment Funds (c. V-1.1, r. 43); Q_

(b)  the simplified prospectus of the mutual fund dis@es that, although the
approval of securityholders may not be obtained bgye making the change,
securityholders will be sent a written notice at least 60 dé( efore the effective date of

the change; and N
N
(©) the notice referred to in paragraprr@to securityholders is sent 60 days
before the effective date of the change.
N
M.O. 2006-03, s. 6. ~\

5.4. Formalities Concerning M@Ws of Securityholders

(1) A meeting of security rs of a mutual fund called to consider any matter
referred to in section 5.1 sha¥{Mbe called on written notice sent not less than 21 days
before the date of the mgeWg.

(2)  The notice r d to in subsection (1) shall contain or be accompanied by a
statement that in S

(@) a¥escription of the change or transaction proposed to be made or entered
into and, ¢ matter is one referred to in paragraph 5.1(a), the effect that the change
would had on the management expense ratio of the mutual fund had the change
beenQ orce throughout the mutual fund's last completed financial year;

\ (b)  the date of the proposed implementation of the change or transaction; and

(c) all other information and documents necessary to comply with the
applicable proxy solicitation requirements of securities legislation for the meeting.

Decision 2001-C-0209, 5.4.
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5.5. Approval of Securities Regulatory Authority
(1) The approval of the securities regulatory authority or regulator is required before

(@) the manager of a mutual fund is changed, unless the new manager is an
affiliate of the current manager;

(b)  a reorganization or transfer of assets of a mutual fund is implemen@/if
the transaction will result in the securityholders of the mutual fund b@ ing
securityholders in another mutual fund;

)
(c) a change of the custodian of a mutual fund is implement % there has
been or will be, in connection with the proposed change, a change \the type referred
to in paragraph (a); or

(d) a mutual fund suspends, other than under seﬁs 10.6, the rights of
securityholders to request that the mutual fund redeem thei@c rities.

(2) No person , or affiliate or associate of that son, may act as manager of a
mutual fund if that person, or an affiliate or as te of that person, has acquired
control of a manager of the mutual fund unless w}‘%pproval of the securities regulatory
authority or regulator has been obtained for the (i nge in control.

N

(3) Despite subsection (1), in Ontago\pnly the regulator may grant an approval
referred to in subsection (1).

Decision 2001-C-0209, 5.5; M.O.% -06, s. 13.

5.6. Pre-Approved ReorgéS?;ations and Transfers

(2) Despite subsecyt
regulator is not requy

.5(1), the approval of the securities regulatory authority or
0 implement a transaction referred to in paragraph 5.5(1)(b) if

€) t%%utual fund is being reorganized with, or its assets are being
transferred t@, gMother mutual fund to which this Regulation applies and that

QQ?i)

mut und,

is managed by the manager, or an affiliate of the manager, of the

\E (i) a reasonable person would consider to have substantially similar
fundamental investment objectives, valuation procedures and fee structure as the
mutual fund,

(i) is not in default of any requirement of securities legislation, and

(iv)  has a current simplified prospectus in the local jurisdiction;
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(b) the transaction is a "qualifying exchange" within the meaning of
section 132.2 of the ITA or is a tax-deferred transaction under subsection 85(1), 85.1(1),
86(1) or 87(1) of the ITA,

(c) the transaction contemplates the wind-up of the mutual fund as soon as
reasonably possible following the transaction;

(d) the portfolio assets of the mutual fund to be acquired by the othe@[ual
fund as part of the transaction

)
0] may be acquired by the other mutual fund in compfi&e with this
Regulation, and \\,
e

(i) are acceptable to the portfolio adviser of th ta r mutual fund and
consistent with the other mutual fund's fundamental investmen ectives;

(e) the transaction is approved &O

0] by the securityholders of tt@'\n'}tual fund in accordance with
paragraph 5.1(f), and (l/

(i) if required, by the s cﬁ\t?holders of the other mutual fund in

accordance with paragraph 5.1(g); i
() the materials sent to &thholders of the mutual fund in connection with

the approval under paragraph 5.1@' clude

0] a circulaNMhat, in addition to other requirements prescribed by law,
describes the proposed saction, the mutual fund into which the mutual fund will be
reorganized, the inco x considerations for the mutual funds participating in the
transaction and the'qgurityholders, and, if the mutual fund is a corporation and the
s shareholders becoming securityholders of a mutual fund that is

transaction involv?
established a rust, a description of the material differences between being a
shareholder orporation and being a securityholder of a trust,

OQ~(ii) the current simplified prospectus or the most recently filed fund
facts%cument;
\ (i) a statement that securityholders may obtain, in respect of the
reorganized mutual fund, at no cost a simplified prospectus, an annual information form,
the most recently filed fund facts document, the most recent annual and interim financial
statements, and the most recent management report of fund performance that have
been made public, by contacting the mutual fund at an address or telephone number
specified in the statement or by accessing the documents at a website address
specified in the statement;
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(99 the mutual fund has complied with Part 11 of Regulation 81-106
respecting Investment Fund Continuous Disclosure (c. V-1.1, r. 42) in connection with
the making of the decision to proceed with the transaction by the board of directors of
the manager of the mutual fund or of the mutual fund,

(h)  the mutual funds participating in the transaction bear none of the cgsts
and expenses associated with the transaction; and ,\?1/

0] securityholders of the mutual fund continue to have the right [61pedeem
securities of the mutual fund up to the close of business on the l@ji{less day
immediately before the effective date of the transaction.

(2) A mutual fund that has continued after a trans@w\/ described in
paragraph 5.5(1)(b) shall, if the audit report accompanyin&g At audited financial
statements for its first completed financial year after the nsaction contains a
reservation in respect of the value of the portfolio assets a@ir d by the mutual fund in
the transaction, send a copy of those financial statemefs™t0 each person that was a
securityholder of a mutual fund that was terminated R a result of the transaction and
that is not a securityholder of the mutual fund. Q’\

Decision 2001-C-0209, 5.6; M.O. 2005-06, Fi.q/and 11; M.O. 2008-06, s. 13; M.O.
2010-14, s. 3. *\ R

5.7. Applications Q‘
(1)  An application for an app@bequired under section 5.5 shall contain,
(@) if the applicatio?ﬁ??equired by paragraph 5.5(1)(a) or subsection 5.5(2),
(i)

d
(i) %ails of the proposed new manager or the person proposing to
acquire control6f tite manager,

\S of the proposed transaction,
d(g(ﬁ,i) as applicable, the names, residence addresses and birthdates of

e
(B) all partners, directors or officers of the person proposing to
acquire control of the manager,

(A) all proposed new partners, directors or officers of the

(C) any proposed new individual trustee of the mutual fund, and

(D) any new directors or officers of the mutual fund,

46



REGULATION IN FORCE FROM JANUARY 1, 2011 TO APRIL 29, 2012

(iv)  all information necessary to permit the securities regulatory
authority to conduct security checks on the individuals referred to in subparagraph (iii),

(v) sufficient information to establish the integrity and experience of the
persons referred to in subparagraphs (ii) and (iii), and

(vi)  details of how the proposed transaction will affect the manag t
and administration of the mutual fund; (19

(b) if the application is required by paragraph 5.5(1)(b), q N
0] details of the proposed transaction, \\/

(i) details of the total annual returns of each tae mutual funds for
each of the previous 5 years, v

(i) a description of the difference& tween the fundamental
investment objectives, investment strategies, valuatiomprocedures and fee structure of
each of the mutual funds and any other material d&é@nces between the mutual funds,

and (l/

(iv)  a description of thos e%n’lents of the proposed transaction that
make section 5.6 inapplicable; i

(c) if the application is&ﬁé’d by paragraph 5.5(1)(c), sufficient information

to establish that the proposed cu val arrangements will be in compliance with Part 6;

(d) if the applicati ?Felates to a matter that would constitute a material
change for the mutual , a draft amendment to the simplified prospectus and, if
applicable, to the fund@ document of the mutual fund reflecting the change; and

(e) if t)ﬁZﬁatter is one that requires the approval of securityholders,
confirmation th@j the approval has been obtained or will be obtained before the change

is implemen@

ual fund that applies for an approval under paragraph 5.5(1)(d) shall

@ AD

%a) make that application to the securities regulatory authority or regulator in
t™\Wurisdiction in which the head office or registered office of the mutual fund is situate;
and

(b) concurrently file a copy of the application so made with the securities

regulatory authority or the regulator in the local jurisdiction if the head office or
registered office of the mutual fund is not situated in the local jurisdiction.
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(3) A mutual fund that has complied with subsection (2) in the local jurisdiction may
suspend the right of securityholders to request that the mutual fund redeem their
securities if

(@) the securities regulatory authority or regulator in the jurisdiction in which
the head office or registered office of the mutual fund is situate has granted approval to
the application made under paragraph (2)(a); and

(b) the securities regulatory authority or regulator in the local jUI’ISdIC?
not notified the mutual fund, by the close of business on the business day i iately
following the day on which the copy of the application referred to in par@'aph (2)(b)
was received, either that

0] the securities regulatory authority or regulato®\r/efused to grant
approval to the application, or

(i) this subsection may not be relied up(@)y:he mutual fund in the
local jurisdiction.

Decision 2001-C-0209, 5.7; M.O. 2005-06, s. 4; &tﬁ'.\ZOOS-OB, s. 13; M.O. 2010-14,

S. 4. (l/

5.8. Matters Requiring Notice '\“

(2) No person that is a manager 0 tual fund may continue to act as manager of
the mutual fund following a direct orsg¥fifect change of control of the person unless

@) notice of the ch@ of control was given to all securityholders of the
mutual fund at least 60 days PS ore the change; and

(b) the notic@red to in paragraph (a) contains the information that would
be required by law, provided to securityholders if securityholder approval of the
change were reqLQe to be obtained.

(2) No g(fund shall terminate unless notice of the termination is given to all
securityh of the mutual fund at least 60 days before termination.

(3) <<r e manager of a mutual fund that has terminated shall give notice of the
te@nation to the securities regulatory authority within 30 days of the termination.

Decision 2001-C-0209, 5.8; M.O. 2008-06, s. 13.
5.9. Relief from Certain Regulatory Requirements

(1) The mutual fund conflict of interest investment restrictions and the mutual fund
conflict of interest reporting requirements do not apply to a transaction referred to in
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paragraph 5.5(1)(b) if the approval of the securities regulatory authority or regulator has
been given to the transaction.

(2)  The mutual fund conflict of interest investment restrictions and the mutual fund
conflict of interest reporting requirements do not apply to a transaction described in
section 5.6.

Decision 2001-C-0209, 5.9. ,\(l/
5.10. (Revoked) (19

4
Decision 2001-C-0209, 5.10; M.O. 2005-06, s. 5. (19

PART 6 CUSTODIANSHIP OF PORTFOLIO ASSETS Q}
6.1. General Q

(2) Except as provided in sections 6.8 and 6.9, all p&@o assets of a mutual fund
shall be held under the custodianship of one custodlam@at satisfies the requirements of

section 6.2. Q’\
(2) Except as provided in subsection 6.5( a&’sections 6.8 and 6.9, portfolio assets
of a mutual fund shall be held ~\ K

(@) in Canada by the custod] a sub-custodian of the mutual fund; or

(b) outside Canada b Qustodian or a sub-custodian of the mutual fund, if
appropriate to facilitate portfoli nsactions of the mutual fund outside Canada.

(3)  The custodian or b-custodian of a mutual fund may appoint one or more sub-
custodians to hold por@ assets of the mutual fund, if, for each appointment,

(@) ertﬁ onsent to the appointment has been provided by the mutual fund
and, if the app. ent is by a sub-custodian, the custodian of the mutual fund;

ggﬁ'e sub-custodian that is to be appointed is a person described in section
6.2 or s applicable;

% C) the arrangements under which a sub-custodian is appointed are such that
thNmutual fund may enforce rights directly, or require the custodian or a sub-custodian
to enforce rights on behalf of the mutual fund, to the portfolio assets held by the
appointed sub-custodian; and

(d)  the appointment is otherwise in compliance with this Regulation.
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(4)  The written consent referred to in paragraph (3)(a) may be in the form of a
general consent, contained in the agreement governing the relationship between the
mutual fund and the custodian, or the custodian and the sub-custodian, to the
appointment of persons that are part of an international network of sub-custodians
within the organization of the appointed custodian or sub-custodian.

person that is appointed sub-custodian under a general consent referred

(5) A custodian or sub-custodian shall provide to the mutual fund a list of eﬁch
subsection (4). &

(6) Despite any other provisions of this Part, the manager of a mutual @d shall not
act as custodian or sub-custodian of the mutual fund.

Decision 2001-C-0209, 6.1; M.O. 2005-06, s. 11; M.O. 2008-06, S.Q_

6.2. Entities Qualified to Act as Custodian or Sub-Custovgl for Assets Held in

Canada
&O

The custodian of a mutual fund, and a sub-cugQdian of a mutual fund that is to
hold portfolio assets of the mutual fund in Canada,élﬁ}sul e one of the following:

1. A bank listed in Schedule 1, Il or'w g‘fhe Bank Act (S.C 1991, c. 46).
4

2. A trust company that is jyeQrporated under the laws of Canada or a
jurisdiction and licensed or registere er the laws of Canada or a jurisdiction, and
%e‘p

that has shareholders' equity, a orted in its most recent audited financial
statements, of not less than $10@00.

3. A company th??ig incorporated under the laws of Canada or of a
jurisdiction, and that is a@{fi late of a bank or trust company referred to in paragraph 1
or 2, if O

(@) ge company has shareholders' equity, as reported in its most
recent auditeqZjinancial statements that have been made public, of not less than
$10,000,000( 6

E (b) the bank or trust company has assumed responsibility for all of the
custdefal obligations of the company in respect of that mutual fund.

D§ision 2001-C-0209, 6.2; M.O. 2004-02, s. 8.
6.3. Entities Qualified to Act as Sub-Custodian for Assets Held outside Canada

A sub-custodian of a mutual fund that is to hold portfolio assets of the mutual
fund outside of Canada shall be one of the following:
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1. An entity referred to in section 6.2.
2. An entity that

(@) is incorporated or organized under the laws of a country, or a political
subdivision of a country, other than Canada;

(b) is regulated as a banking institution or trust company by the govern@,
or an agency of the government, of the country under whose laws it is incorpo@e or
organized or a political subdivision of that country; and
4
(c) has shareholders' equity, as reported in its most recent aﬁ@d financial
statements, of not less than the equivalent of $100,000,000.

&
3. An affiliate of an entity referred to in paragraph 1 or 2 if Q

(@) the affiliate has shareholders' equity, as repor@ ih its most recent audited
financial statements that have been made public, of ss than the equivalent of
$100,000,000; or N
N
(b) the entity referred to in paragraph t& has assumed responsibility for all
of the custodial obligations of the affiLi{atg‘ In respect of that mutual fund.

Decision 2001-C-0209, 6.3. ~\
6.4. Contents of Custodian andS?ﬁ-Custodian Agreements

(1)  All custodian agreemer§§nd sub-custodian agreements of a mutual fund shall
provide for matters relating tob

(@) the requ@ts concerning the location of portfolio assets contained in
subsection 6.1(2); Q_

appointment of a sub-custodian required by subsection 6.1(3);

©
(c %Sﬁ'e requirements concerning lists of sub-custodians contained in
subse 1(5);

d) the method of holding portfolio assets required by section 6.5 and
sXsection 6.8(4);

(e) the standard of care and responsibility for loss required by section 6.6;
and

() the review and compliance reports required by section 6.7.
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(2) A sub-custodian agreement concerning the portfolio assets of a mutual fund shall
provide for the safekeeping of portfolio assets on terms consistent with the custodian
agreement of the mutual fund.

3) No custodian agreement or sub-custodian agreement concerning the portfolio
assets of a mutual fund shall

@) provide for the creation of any security interest on the portfolio ass& f
the mutual fund except for a good faith claim for payment of the fees and exp@e of
the custodian or sub-custodian for acting in that capacity or to secure the obliﬁblons of
the mutual fund to repay borrowings by the mutual fund from a custc@m or sub-
custodian for the purpose of settling portfolio transactions; or

(b)  contain a provision that would require the paym%S\o{ a fee to the
custodian or sub-custodian for the transfer of the beneficial own of portfolio assets
of the mutual fund, other than for safekeeping and administrati ervices in connection
with acting as custodian or sub-custodian. &O

Decision 2001-C-0209, 6.4. r\

N

6.5. Holding of Portfolio Assets and Payme(lt/ Fees

assets of a mutual fund not registered in name of the mutual fund shall be registered
in the name of the custodian or a ~tustodian of the mutual fund or any of their
respective nominees with an accou mber or other designation in the records of the
custodian sufficient to show tha beneficial ownership of the portfolio assets is
vested in the mutual fund. v

Q) Except as provided in subsections (S)'éﬂd (3) and sections 6.8 and 6.9, portfolio

(2) Portfolio assets mutual fund issued in bearer form shall be designated or
segregated by the cu n or a sub-custodian of the mutual fund or the applicable
nominee so as to that the beneficial ownership of the property is vested in the
mutual fund.

B3 A cusq%ﬁ or sub-custodian of a mutual fund may deposit portfolio assets of the
mutual fu@. ith a depository, or a clearing agency, that operates a book-based

syste

({%%he custodian or sub-custodian of a mutual fund arranging for the deposit of
pXolio assets of the mutual fund with, and their delivery to, a depository, or clearing
agency, that operates a book-based system shall ensure that the records of any of the
applicable participants in that book-based system or the custodian contain an account
number or other designation sufficient to show that the beneficial ownership of the
portfolio assets is vested in the mutual fund.
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(5) A mutual fund shall not pay a fee to a custodian or sub-custodian for the transfer
of beneficial ownership of portfolio assets of the mutual fund other than for safekeeping
and administrative services in connection with acting as custodian or sub-custodian.

Decision 2001-C-0209, 6.5.

6.6. Standard of Care (1/
Q) The custodian and each sub-custodian of a mutual fund, in carrying (QS eir
duties concerning the safekeeping of, and dealing with, the portfolio assétg,0f the
mutual fund, shall exercise q N

(@) the degree of care, diligence and skill that a reasonaWrudent person
would exercise in the circumstances; or Q_

(b)  atleast the same degree of care as they exercise@w respect to their own
property of a similar kind, if this is a higher degree of c@t an the degree of care
referred to in paragraph (a).

(2) A mutual fund shall not relieve the custod@/\o'}a sub-custodian of the mutual
fund from liability to the mutual fund or to a se% holder of the mutual fund for loss
that arises out of the failure of the custodian or s#b-custodian to exercise the standard
of care imposed by subsection (1). ~\ N

(3) A mutual fund may indemnify &m‘todian or sub-custodian against legal fees,
judgments and amounts paid in s ent, actually and reasonably incurred by that
entity in connection with custodial ub-custodial services provided by that entity to the
mutual fund, if those fees, ju nts and amounts were not incurred as a result of a
breach of the standard of careN¥escribed in subsection (1).

(4) A mutual fund not incur the cost of any portion of liability insurance that
insures a custodi sub-custodian for a liability, except to the extent that the
custodian or sub- dian may be indemnified for that liability under this section.

&

Decision 20Q1-£¥0209, 6.6.
6.7. I@ltw and Compliance Reports

(ﬁghe custodian of a mutual fund shall, on a periodic basis not less frequently than
aMXlually,

@) review the custodian agreement and all sub-custodian agreements of the
mutual fund to determine if those agreements are in compliance with this Part;

(b) make reasonable enquiries as to whether each sub-custodian satisfies the
applicable requirements of section 6.2 or 6.3; and
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(c) make or cause to be made any changes that may be necessary to ensure
that

(1 the custodian and sub-custodian agreements are in compliance
with this Part; and

(i) all sub-custodians of the mutual fund satisfy the appljébe
requirements of section 6.2 or 6.3. Q

(2)  The custodian of a mutual fund shall, not more than 60 days aft%the end of
each financial year of the mutual fund, advise the mutual fund in writing

(@) of the names and addresses of all sub-custodians of @«\wﬁtual fund;

(b)  whether the custodian and sub-custodian agree@ts are in compliance
with this Part; and O

(©) whether, to the best of the knowledge aqd belief of the custodian, each
sub-custodian satisfies the applicable requirement ection 6.2 or 6.3.

(3) A copy of the report referred to in s bs(;kion (2) shall be delivered by or on
behalf of the mutual fund to the securities redufatory authority within 30 days after the
filing of the annual financial statements@ke mutual fund.

Decision 2001-C-0209, 6.7. \)?*

6.8. Custodial Provisions ating to Derivatives and Securities Lending,
Repurchase and Reverse R rchase Agreements

(1) A mutual fund eposit portfolio assets as margin for transactions in Canada
involving clearing ¢ tion options, options on futures or standardized futures with a
dealer that is a m%w er of an SRO that is a participating member of CIPF if the amount
of margin dep@gited does not, when aggregated with the amount of margin already held
by the deal ehalf of the mutual fund, exceed 10% of the net assets of the mutual
fund, tak arket value as at the time of deposit.

(2) % mutual fund may deposit portfolio assets with a dealer as margin for
tr}?actions outside Canada involving clearing corporation options, options on futures
oNstandardized futures if

@) in the case of standardized futures and options on futures, the dealer is a
member of a futures exchange or, in the case of clearing corporation options, is a
member of a stock exchange, and, as a result in either case, is subject to a regulatory
audit;
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(b) the dealer has a net worth, determined from its most recent audited
financial statements that have been made public, in excess of the equivalent of
$50,000,000; and

(©) the amount of margin deposited does not, when aggregated with the
amount of margin already held by the dealer on behalf of the mutual fund, exceed 10%
of the net assets of the mutual fund, taken at market value as at the time of deposit. (1/

3) A mutual fund may deposit with its counterparty portfolio assets over whi€MNt has
granted a security interest in connection with a particular specified patives
transaction. N

V

(4) The agreement by which portfolio assets of a mutual fundaare deposited in

accordance with subsection (1), (2) or (3) shall require the pe olding portfolio
assets of the mutual fund so deposited to ensure that its recor w that that mutual
fund is the beneficial owner of the portfolio assets. v

(5) A mutual fund may deliver portfolio assets to rson in satisfaction of its

obligations under a securities lending, repurchase or KRyverse purchase agreement that
complies with this Regulation if the collateral, ca&roceeds or purchased securities
that are delivered to the mutual fund in connecﬁl’ ith the transaction are held under
the custodianship of the custodian or a sub-("u\stﬂo lan of the mutual fund in compliance

with this Part. ~\

Decision 2001-C-0209, 6.8; M.O. 200RG;s. 11; M.O. 2008-06, s. 7 and 13.

6.9. Separate Account for P@}Expenses

A mutual fund may @(;sit cash in Canada with an institution referred to in
paragraph 1 or 2 of secioW6.2 to facilitate the payment of regular operating expenses
of the mutual fund. O

Decision 2001—C-Q% 6.9.
PART 7 Q&ENTIVE FEES

7.1. || tive Fees

A mutual fund shall not pay, or enter into arrangements that would require it to
pA® and no securities of a mutual fund shall be sold on the basis that an investor would
be required to pay, a fee that is determined by the performance of the mutual fund,
unless

(@) the fee is calculated with reference to a benchmark or index that
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) reflects the market sectors in which the mutual fund invests
according to its fundamental investment objectives,

(i) is available to persons other than the mutual fund and persons
providing services to it, and

(i) is atotal return benchmark or index;

(b) the payment of the fee is based upon a comparison of the cumulal@'\otal
return of the mutual fund against the cumulative total percentage increase or rease
of the benchmark or index for the period that began immediately after the Qt.perlod for
which the performance fee was paid; and

(c) the method of calculation of the fee and details of t?}hmposnlon of the
benchmark or index are described in the simplified prospectus o utual fund

&O

Decision 2001-C-0209, 7.1; M.O. 2008-06, s. 13.

7.2. Multiple Portfolio Advisers '\r\
Section 7.1 applies to fees payable to a olio adviser of a mutual fund that

has more than one portfolio adviser, if the fee¥ are calculated on the basis of the
performance of the portfolio assets under nﬁnégement by that portfolio adviser, as if
those portfolio assets were a separate @al fund.

Decision 2001-C-0209, 7.2.

\)?”
PART 8 CONTRACTUA@NS

8.1. Contractual Plan@

No securitiesQQnutual fund shall be sold by way of a contractual plan unless

@) t%&ntraotual plan was established, and its terms described in a
simplified pr@sp¥ctus that was filed with the securities regulatory authority, before the
date that egulation came into force

Qb there have been no changes made to the contractual plan or the rights of
ityholders under the contractual plan since the date that this Regulation came into
foxde; and

(c) the contractual plan has continued to be operated in the same manner
after the date that this Regulation came into force as it was on that date.

Decision 2001-C-0209, 8.1; M.O. 2005-06, s. 11.
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PART 9 SALE OF SECURITIES OF A MUTUAL FUND
9.1. Transmission and Receipt of Purchase Orders

Q) Each purchase order for securities of a mutual fund received by a participating
dealer at a location that is not its principal office shall, on the day the order is received,
be sent by same day or next day courier, same day or next day priority post, teleph

or electronic means, without charge to the person placing the order or to the

fund, to the principal office of the participating dealer or to a person providin % ces
to the participating dealer. 9.1,

(2) Each purchase order for securities of a mutual fund received b articipating
dealer at its principal office, by the principal distributor of the mutual or by a person
providing services to the participating dealer or principal distrlbutf@?locaﬁon that is
not an order receipt office of the mutual fund shall, on the day tl@ der is received, be
sent by same day or next day courier, same day or next day ity post, telephone or
electronic means, without charge to the person placing th r or to the mutual fund,
to an order receipt office of the mutual fund.

(3) Despite subsections (1) and (2), a purchas&'er for securities of a mutual fund
received at a location referred to in those subsee‘tl{ after normal business hours on a
business day, or on a day that is not a business d¥y, may be sent, in the manner and to
the place required by those subsections, ﬂt fext business day.

(4) A participating dealer, a princi tributor or a person providing services to the
participating dealer or principal di %ﬂ‘tor that sends purchase orders electronically

may é

(@) specify a time% business day by which a purchase order must be
received in order that it t@en electronically on that business day; and

(b) despi@sections (1) and (2), send electronically on the next business
day a purchase 0@ received after the time specified under paragraph (a).

B) Amu und is deemed to have received a purchase order for securities of the
mutual fu en the order is received at an order receipt office of the mutual fund.

(6) @espite subsection (5), a mutual fund may provide that a purchase order for
se%y’tles of the mutual fund received at an order receipt office of the mutual fund after
aspecified time on a business day, or on a day that is not a business day, will be
considered to be received by the mutual fund on the next business day following the
day of actual receipt.

(7) A principal distributor or participating dealer shall ensure that a copy of each

purchase order received in a jurisdiction is sent, by the time it is sent to the order receipt
office of the mutual fund under subsection (2), to a person responsible for the
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supervision of trades made on behalf of clients for the principal distributor or
participating dealer in the jurisdiction.

Decision 2001-C-0209, 9.1; M.O. 2004-02, s. 9; M.O. 2008-06, s. 13.
9.2. Acceptance of Purchase Orders

A mutual fund may reject a purchase order for the purchase of securities p(be
mutual fund if Q

(@) the rejection of the order is made no later than one busin@.‘,}gy after
receipt by the mutual fund of the order;

(b)  on rejection of the order, all cash received with t@%er is refunded
immediately; and Q

(©) the simplified prospectus of the mutual fund 5@ that the right to reject a
purchase order for securities of the mutual fund 4 served and reflects the

requirements of paragraphs (a) and (b). '\r\
Decision 2001-C-0209, 9.2. (19
9.3. Issue Price of Securities ~\'\ﬁ

The issue price of a security o Q‘rutual fund to which a purchase order pertains
shall be the net asset value per rity of that class, or series of a class, next
determined after the receipt by t@tual fund of the order.

Decision 2001-C-0209, 9.3. 5?“

9.4. Delivery of Fur@%d Settlement
(1) A principal{#s¥ibutor, a participating dealer or a person providing services to the
principal distrigtor or participating dealer shall forward any cash received for payment
of the issue @rig¥ of securities of a mutual fund to an order receipt office of the mutual
e cash arrives at the order receipt office as soon as practicable and in
later than the third business day after the pricing date.

(ﬁ ayment of the issue price of securities of a mutual fund shall be made to the
mMtual fund on or before the third business day after the pricing date for the securities

by

(@) a payment of cash in a currency in which the net asset value per security
of the mutual fund is calculated; or

(b)  good delivery of securities if
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0] the mutual fund would at the time of payment be permitted to
purchase those securities,

(i) the securities are acceptable to the portfolio adviser of the mutual
fund and consistent with the mutual fund's investment objectives, and

(i)  the value of the securities is at least equal to the issue price p{})e
r

securities of the mutual fund for which they are payment, valued as if the s@ ies
were portfolio assets of the mutual fund. (1,

4
3) (paragraph revoked). (19

4) If payment of the issue price of the securities of a mu%l.\\ufnd to which a
purchase order pertains is not made on or before the third busin ay after the pricing
date or if the mutual fund has been paid the issue price b% heque or method of
payment that is subsequently not honoured,

(@) the mutual fund shall redeem the securlNes to which the purchase order
pertains as if it had received an order for the red jon of the securities on the fourth
business day after the pricing date or on the d which the mutual fund first knows
that the method of payment will not be honou;id‘;‘ d

(b)  the amount of the redempii roceeds derived from the redemption shall
be applied to reduce the amount o o the mutual fund on the purchase of the
securities and any banking costsi&%ﬁed by the mutual fund in connection with the
dishonoured cheque. é

(5) If the amount of the reQemption proceeds referred to in subsection (4) exceeds
the aggregate of issue of the securities and any banking costs incurred by the
mutual fund in conne ith the dishonoured cheque, the difference shall belong to

the mutual fund. Q_

(6) If the unt of the redemption proceeds referred to in subsection (4) is less
than the issye pYice of the securities and any banking costs incurred by the mutual fund
ith

in connec@

Qa if the mutual fund has a principal distributor, the principal distributor shall
pammediately upon notification by the mutual fund, to the mutual fund the amount of
) eficiency; or

the dishonoured cheque,
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(b) if the mutual fund does not have a principal distributor, the participating
dealer that delivered the relevant purchase order to the mutual fund shall pay
immediately, upon notification by the mutual fund, to the mutual fund the amount of the
deficiency.

Decision 2001-C-0209, 9.4; M.O. 2004-02, s. 10; M.O. 2008-06, s. 13; M.O. 2008-13,

5. 7. q
N
P
‘19

(@) if the security of the mutual fund to be redeem represented by a
certificate, the mutual fund has received the certificate or a prlate indemnities in
connection with a lost certificate; and

PART 10 REDEMPTION OF SECURITIES OF A MUTUAL FUND
10.1. Requirements for Redemptions

Q) No mutual fund shall pay redemption proceeds unless

(b)  either r\
N
() the mutual fund has rece'wzﬁ@a written redemption order, duly
completed and executed by or on behalf of th'e\se rityholder, or
4
(i) the mutual fund its the making of redemption orders by

telephone or electronic means by, or 9 half of, a securityholder who has made prior

arrangements with the mutual fund sgktiiat regard and the relevant redemption order is
made in compliance with those a ements.

(2) A mutual fund m ?Bstablish reasonable requirements applicable to
securityholders who wis ave the mutual fund redeem securities, not contrary to this
Regulation, as to proc s to be followed and documents to be delivered

(@) by tl@ ¥me of delivery of a redemption order to an order receipt office of

the mutual fun@
(&Qgtgy the time of payment of redemption proceeds.
3) e manager shall provide to securityholders of a mutual fund at least annually a
s@nent outlining the requirements referred to in subsection (1) and established by the
al fund under subsection (2), and containing

(@) detailed reference to all documentation required for redemption of
securities of the mutual fund,

(b)  detailed instructions on the manner in which documentation is to be
delivered to participating dealers or the mutual fund,;
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(c) a description of all other procedural or communication requirements; and
(d)  an explanation of the consequences of failing to meet timing requirements.
(4) The statement referred to in subsection (3) is not required to be separately

provided, in any year, if the requirements are described in a document that is sent tg_all
securityholders. ,\?1/

Decision 2001-C-0209, 10.1; M.O. 2005-06, ss. 6 and 11. (19

q«

(2) Each redemption order for securities of a mutual fund rece@y a participating
dealer at a location that is not its principal office shall, on the d rder is received,
be sent by same day or next day courier, same day or next d?p iority post, telephone
or electronic means, without charge to the relevant securit r or to the mutual fund,
to the principal office of the participating dealer or to a pé{ providing services to the
participating dealer. '\r\

(2) Each redemption order for securities of ap@.ual fund received by a participating
dealer at its principal office, by the principal distr®utor of the mutual fund at a location
that is not an order receipt office of the mu aﬂ\u’hd or by a person providing services to

10.2. Transmission and Receipt of Redemption Orders

the participating dealer or principal distrj r shall, on the day the order is received, be
sent by same day or next day courie e day or next day priority post, telephone or
electronic means, without charge to elevant securityholder or to the mutual fund, to
an order receipt office of the mut nd.

3) Despite subsections (p?}d (2), a redemption order for securities of a mutual
fund received at a Iocati@e erred to in those subsections after normal business hours
on a business day, or ay that is not a business day, may be sent, in the manner
and to the place re(QQby those subsections, on the next business day.

(4) A partic gg dealer, a principal distributor, or a person providing services to the
partiC|pat|ng er or principal distributor, that sends redemption orders electronically
may

Qa specify a time on a business day by which a redemption order must be
re%yed in order that it be sent electronically on that business day; and

(b) despite subsections (1) and (2), send electronically on the next business
day a redemption order received after the time specified under paragraph (a).

(5) A mutual fund is deemed to have received a redemption order for securities of
the mutual fund when the order is received at an order receipt office of the mutual fund
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or all requirements of the mutual fund established under paragraph 10.1(2)(a) have
been satisfied, whichever is later.

(6) If a mutual fund determines that its requirements established under
paragraph 10.1(2)(a) have not been satisfied, the mutual fund shall notify the
securityholder making the redemption order, by the close of business on the business
day after the date of the delivery to the mutual fund of the incomplete redemption orger,
that its requirements established under paragraph 10.1(2)(a) have not been sa;éﬁed
and shall specify procedures still to be followed or the documents still to be deli\@e
that securityholder.

by

4
(7) Despite subsection (5), a mutual fund may provide that orders forﬂ;%edemption
of securities that are received at an order receipt office of the W fund after a
specified time on a business day, or on a day that is not a @ess day, will be
considered to be received by the mutual fund on the next bus¢ day following the

day of actual receipt. v

Decision 2001-C-0209, 10.2; M.O. 2004-02, s. 11; M.O. ZQ 06, s. 13.
N

10.3. Redemption Price of Securities Q’\

The redemption price of a security of @ mutial fund to which a redemption order
pertains shall be the net asset value of a secUNt) of that class, or series of a class, next
determined after the receipt by the mut@nd of the order.

Decision 2001-C-0209, 10.3. 0?“

10.4. Payment of Redem pti@ce

(1) Subject to subsg®en 10.1(1) and to compliance with any requirements
established by the mu nd under paragraph 10.1(2)(b), a mutual fund shall pay the

redemption price fo@ rities that are the subject of a redemption order

@) v@n 3 business days after the date of calculation of the net asset value
per security @ in establishing the redemption price; or

(@ if payment of the redemption price was not made at the time referred to in
para@p (a) because a requirement established under paragraph 10.1(2)(b) or a
re@ement of subsection 10.1(1) had not been satisfied, within 3 business days of

(1) the satisfaction of the relevant requirement, or

(i) the decision by the mutual fund to waive the requirement, if the
requirement was a requirement established under paragraph 10.1(2)(b).
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(2)  The redemption price of a security, less any applicable investor fees, shall be
paid to or to the order of the securityholder of the security.

(3) A mutual fund shall pay the redemption price of a security

@) in the currency in which the net asset value per security of the redeemed
security was denominated; or (1/
good

(b)  with the prior written consent of the securityholder, by makir%
delivery to the securityholder of portfolio assets, the value of which is eqlﬂy o the
amount at which those portfolio assets were valued in calculating the ne@ts,set value
per security used to establish the redemption price.

N\

4) (paragraph revoked). Q_
(5) If the redemption price of a security is paid in currency,%utual fund is deemed
to have made payment O

(@)  when the mutual fund, its manager or chipaI distributor mails a cheque
or transmits funds in the required amount to or toéxorder of the securityholder of the

securities; or (-l/

(b) if the securityholder has requ, thhat redemption proceeds be delivered
in a currency other than that permitted i bsection (3), when the mutual fund delivers
the redemption proceeds to the man r principal distributor of the mutual fund for
conversion into that currency and dey forthwith to the securityholder.

Decision 2001-C-0209, 10.4; 7\@008-13, S. 8.

10.5. Failure to Compl edemption Order

(2) If a requirem?[Qa mutual fund referred to in subsection 10.1(1) or established
under paragraph g 2)(b) has not been satisfied on or before the close of business on
the tenth busing€ss day after the date of the redemption of the relevant securities, and, in
the case of grglirement established under paragraph 10.1(2)(b), the mutual fund does
not waive action of the requirement, the mutual fund shall

QSP issue, to the person that immediately before the redemption held the
S ities that were redeemed, a number of securities equal to the number of securities
tNR® were redeemed, as if the mutual fund had received from the person on the tenth
business day after the redemption, and accepted immediately before the close of
business on the tenth business day after the redemption, an order for the purchase of
that number of securities; and

(b)  apply the amount of the redemption proceeds to the payment of the issue
price of the securities.
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(2) If the amount of the issue price of the securities referred to in subsection (1) is
less than the redemption proceeds, the difference shall belong to the mutual fund.

3) If the amount of the issue price of the securities referred to in subsection (1)
exceeds the redemption proceeds

@) if the mutual fund has a principal distributor, the principal distributor,\ I

pay immediately to the mutual fund the amount of the deficiency; Q

(b) if the mutual fund does not have a principal distributor, thgwafticipating
dealer that delivered the relevant redemption order to the mutual shall pay
immediately to the mutual fund the amount of the deficiency; or \\/

(©) if the mutual fund has no principal distributor andQﬁ ealer delivered the
relevant redemption order to the mutual fund, the manager of Ve utual fund shall pay
immediately to the mutual fund the amount of the deficienco

Decision 2001-C-0209, 10.5; M.O. 2008-06, s. 13. N

10.6. Suspension of Redemptions (19

mutual fund redeem its securities for t hole or any part of a period during which
normal trading is suspended on k exchange, options exchange or futures
exchange within or outside Canad which securities are listed and traded, or on
which specified derivatives are ed, if those securities or specified derivatives
represent more than 50% by v , or underlying market exposure, of the total assets of
the mutual fund without all nce for liabilities and if those securities or specified
derivatives are not trade any other exchange that represents a reasonably practical
alternative for the mutl@ d.

(1) A mutual fund may suspend the Sl&ft f securityholders to request that the

(2) A mutual fg that has an obligation to pay the redemption price for securities
that have be%r deemed in accordance with subsection 10.4(1) may postpone
payment dugn period in which the right of securityholders to request redemption of
their sem?gis suspended, whether that suspension was made under subsection (1)
or pua@ to an approval of the securities regulatory authority.

(ﬁ A mutual fund shall not accept a purchase order for securities of the mutual fund
dixMg a period in which it is exercising rights under subsection (1) or at a time in which
it is relying on an approval of the securities regulatory authorities contemplated by
paragraph 5.5(1)(d).

Decision 2001-C-0209, 10.6.
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PART 11 COMMINGLING OF CASH
11.1. Principal Distributors

Q) Cash received by a principal distributor of a mutual fund, or by a person providing
services to the mutual fund or the principal distributor, for investment in, or on the
redemption of, securities of the mutual fund, or on the distribution of assets of the
mutual fund, until disbursed as permitted by subsection (3), ,\(i/

(@) shall be accounted for separately and be deposited in a trust a@bount or
trust accounts established and maintained in accordance with the rec@je\ments of
section 11.3; and

(b) may be commingled only with cash received by the @pal distributor or
service provider for the sale or on the redemption of other mutu securities.

(2) Except as permitted by subsection (3), the pn@) distributor or person
providing services to the mutual fund or principal distré shall not use any of the
cash referred to in subsection (1) to finance its own or LY other operations in any way.

3) The principal distributor or person providirq/%rvices to a mutual fund or principal
distributor may withdraw cash from a trust ac?{un referred to in paragraph (1)(a) for the
4

purpose of ~\

(a) remitting to the mutual L@‘the amount or, if subsection (5) applies, the
net amount, to be invested in the se es of the mutual fund;

(b) remitting to the r %ﬂ persons redemption or distribution proceeds being
paid on behalf of the mutual ; or

connection with th ase, conversion, holding, transfer or redemption of securities

(© payin%ﬁ,‘ harges and expenses that are payable by an investor in
of the mutual fun

4) Allin rgfearned on cash held in a trust account referred to in paragraph (1)(a)
shall be securityholders or to each of the mutual funds to which the trust account
pertai rata based on cash flow,

%a)

@ no less frequently than monthly if the amount owing to a mutual fund or to
a Necurityholder is $10 or more; and

(b) no less frequently than once a year.

(5) When making payments to a mutual fund, the principal distributor or service
provider may offset the proceeds of redemption of securities of the mutual fund or
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amounts held for distributions to be paid on behalf of the mutual fund held in the trust
account against amounts held in the trust account for investment in the mutual fund.

Decision 2001-C-0209, 11.1; M.O. 2008-06, s. 13.
11.2. Participating Dealers

(2) Cash received by a participating dealer, or by a person providing service;b[ﬂ/a
participating dealer, for investment in, or on the redemption of, securities of ual
fund, or on the distribution of assets of a mutual fund, until disbursed as pefnpited by
subsection (3) q N

(@) shall be accounted for separately and shall be depositeg\jn,a trust account
or trust accounts established and maintained in accordance with sEiown 11.3; and

(b) may be commingled only with cash received by articipating dealer or
service provider for the sale or on the redemption of otheK@J | fund securities.
(2) Except as permitted by subsection (3), thet\participating dealer or person

providing services to the participating dealer shal use any of the cash referred to
subsection (1) to finance its own or any other op ns in any way.

3) A participating dealer or person p ohdi’hg services to the participating dealer
may withdraw cash from a trust accoun ﬂ.&erred to in paragraph (1)(a) for the purpose
of Q‘

(@) remitting to the mut und or the principal distributor of the mutual fund

the amount or, if subsection ( plies, the net amount, to be invested in the securities
of the mutual fund; 5

(b) remitting relevant persons redemption or distribution proceeds being
paid on behalf of th al fund; or

(c) leﬁn fees, charges and expenses that are payable by an investor in
connection \Qg e purchase, conversion, holding, transfer or redemption of securities
of the mu nd.

4) %Qnterest earned on cash held in a trust account referred to in paragraph (1)(a)
sI%be paid to securityholders or to each of the mutual funds to which the trust account
pa&tains, pro rata based on cash flow,

(@) no less frequently than monthly if the amount owing to a mutual fund or to
a securityholder is $10 or more; and

(b) no less frequently than once a year.
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(5) When making payments to a mutual fund, a participating dealer or service
provider may offset the proceeds of redemption of securities of the mutual fund and
amounts held for distributions to be paid on behalf of a mutual fund held in the trust
account against amounts held in the trust account for investment in the mutual fund.

(6) A participating dealer or person providing services to the participating dealer
shall permit the mutual fund and the principal distributor, through their respectjve
auditors or other designated representatives, to examine the books and records pi}:e
participating dealer to verify the compliance with this section of the participatin@e ler
or person providing services.

“
Decision 2001-C-0209, 11.2; M.O. 2008-06, s. 13. (19

N\

11.3. Trust Accounts Q_

A principal distributor or participating dealer, or a person%viding services to the
principal distributor or participating dealer, that deposits @h into a trust account in
accordance with section 11.1 or 11.2 shall

(@) advise, in writing, the financial instituj Ith which the account is opened
at the time of the opening of the account and anrq/ thereafter, that

0] the account is establis eﬁsfar the purpose of holding client funds in
trust;

(i) the account is@% labelled by the financial institution as a "trust

D

(i)  the acc& is not to be accessed by any person other than
authorized representativ%o the principal distributor or participating dealer or of a
person providing servi@ the principal distributor or participating dealer; and

account”;

(iv) ge cash in the trust account may not be used to cover shortfalls in
any accounts g the principal distributor or participating dealer, or of a person providing
services to tife P¥incipal distributor or participating dealer;

( ensure that the trust account bears interest at rates equivalent to
compfable accounts of the financial institution; and

\ (c) ensure that any charges against the trust account are not paid or
reimbursed out of the trust account.

Decision 2001-C-0209, 11.3; M.O. 2004-02, s. 12; M.O. 2008-06, s. 13.
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11.4. Exemption

(1) Sections 11.1 and 11.2 do not apply to members of the Investment Dealers
Association of Canada or The Montreal Exchange.

(2) A patrticipating dealer that is a member of an SRO referred to in subsection (1)
shall permit the mutual fund and the principal distributor, through their respectjve
auditors or other designated representatives, to examine the books and records x
participating dealer to verify the participating dealer's compliance with the requi@ nts
of its association or exchange that relate to the commingling of cash.

“
Decision 2001-C-0209, 11.4; M.O. 2004-02, s. 13. (19

N\

11.5. Right of Inspection Q_

The mutual fund, its trustee, manager and principal diﬂgﬂor shall ensure that
all contractual arrangements made between any of the nd any person providing
services to the mutual fund permit the representatives eNIe mutual fund, its manager
and trustee to examine the books and records of th\se persons in order to monitor
compliance with this Regulation. Q’\

Decision 2001-C-0209, 11.5; M.O. 2005-06, %Q.l; .0. 2008-06, s. 13.
a

PART 12 COMPLIANCE REPORTS *\

Q.

12.1. Compliance Reports 0?“

(1) A mutual fund that doe@ have a principal distributor shall complete and file,
within 140 days after the finaPS | year end of the mutual fund

€) a report '{ﬁform contained in Appendix B-1 describing compliance by
the mutual fund dur'@_ at financial year with the applicable requirements of Parts 9, 10

and 11; and

(b) a%port by the auditor of the mutual fund, in the form contained in
Appendix concerning the report referred to in paragraph (a).

(2) QF% principal distributor of a mutual fund shall complete and file, within 90 days
a@he financial year end of the principal distributor

(@) areport in the form contained in Appendix B-2 describing compliance by

the principal distributor during that financial year with the applicable requirements of
Parts 9, 10 and 11; and
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(b) a report by the auditor of the principal distributor or by the auditor of the
mutual fund, in the form contained in Appendix B-2, concerning the report referred to in
paragraph (a).

(3) Each participating dealer that distributes securities of a mutual fund in a financial
year of the participating dealer shall complete and file, within 90 days after the end of
that financial year

(&) areport in the form contained in Appendix B-3 describing compli '§ by
the participating dealer during that financial year with the applicable requir nts of
Parts 9, 10 and 11 in connection with its distribution of securities of all m@al funds in
that financial year; and

(b)  areport by the auditor of the participating dealer, in Q&o’rm contained in
Appendix B-3, concerning the report referred to in paragraph (a):

(4)  Subsection (3) does not apply to members of the In\@X;nt Dealers Association
of Canada or The Montreal Exchange.

Decision 2001-C-0209, 12.1; M.O. 2004-02, s. 14.Q'\'\
PART 13 (Revoked) (l/
N

Decision 2001-C-0209, Part 13; M.O. 2%3\06, s. 7.

13.1. (Revoked). 0?“

Decision 2001-C-0209, 13.1; 7\@004-02, s. 15; M.O. 2005-06, s. 7.

13.2. (Revoked). @

Decision 2001-C-02Q., .2; M.O. 2005-06, s. 7.

13.3. (Revok@?

Decision ~C-0209, 13.3; M.0. 2005-06, s. 7.
13.4.Q%voked).

D§\isi0n 2001-C-0209, 13.4; M.O. 2005-06, s. 7.

13.5. (Revoked).

Decision 2001-C-0209, 13.5; M.O. 2005-06, s. 7.
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PART 14 RECORD DATE
14.1. Record Date

The record date for determining the right of securityholders of a mutual fund to
receive a dividend or distribution by the mutual fund shall be one of

(@) the day on which the net asset value per security is determined f
purpose of calculating the amount of the payment of the dividend or distribution; Q

(b)  the last day on which the net asset value per security of thqwtual fund
was calculated before the day referred to in paragraph (a); or

(c) if the day referred to in paragraph (b) is not a busi %y, the last day
on which the net asset value per security of the mutual fund wag)calculated before the
day referred to in paragraph (b). v

Decision 2001-C-0209, 14.1. &O
PART 15 SALES COMMUNICATIONS AND P&&%ITED REPRESENTATIONS

15.1. Ability to Make Sales Communicatio'n\sq’
4

Sales communications pertainin ‘té\a mutual fund may be made by a person
only in accordance with this Part. &‘

Decision 2001-C-0209, 15.1; M.@S-OG, s. 13.

15.2. Sales CommunicatioMd- General Requirements

(2) Despite any ot@vision of this Part, no sales communication shall

(@) be que.or misleading; or

(b) I de a statement that conflicts with information that is contained in the
prelimina mplified prospectus, the preliminary annual information form, the
prelimj und facts document, the simplified prospectus, the annual information form
or th&md facts document

A\ 0] of a mutual fund, or

(i) in which an asset allocation service is described.
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(2)  All performance data or disclosure specifically required by this Regulation and
contained in a written sales communication shall be at least as large as 10-point type.

Decision 2001-C-0209, 15.2; M.O. 2005-06, s. 11; M.O. 2010-14, s. 6.
15.3. Prohibited Disclosure in Sales Communications

(1) A sales communication shall not compare the performance of a mutual qulpr
asset allocation service with the performance or change of any benchr@ r
investment unless (1,

)
@) it includes all facts that, if disclosed, would be likely to alte‘('%terially the
conclusions reasonably drawn or implied by the comparison; \\/

(b) it presents data for each subject of the compariso the same period or
periods; v

(c) it explains clearly any factors necessary ta@ge the comparison fair and
not misleading; and N

N

(d) in the case of a comparison with a bf/ hmark

during the period for which the comparis, made, or

(1) the benchmark existe'g Qsd‘was widely recognized and available

(i) the benchmark
reconstruction or calculation of
period, calculated on a basis
recognized and available. 5

not exist for all or part of the period, but a
t the benchmark would have been during that
sistent with its current basis of calculation, is widely

ion for a mutual fund or asset allocation service that is
prohibited by para 15.6(1)(a) from disclosing performance data shall not provide
performance dat any benchmark or investment other than a mutual fund or asset
allocation servg€g under common management with the mutual fund or asset allocation
service to wl&e sales communication pertains.

(2) A sales comm

() ite subsection (2), a sales communication for an index mutual fund may
provi8¢ performance data for the index on which the investments of the mutual fund are
b if the index complies with the requirements for benchmarks contained in

pXhgraph (1)(d).

(4) A sales communication shall not refer to a performance rating or ranking of a
mutual fund or asset allocation service unless

(@) the rating or ranking is prepared by an organization that is not a member
of the organization of the mutual fund,
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(b)  standard performance data is provided for any mutual fund or asset
allocation service for which a performance rating or ranking is given; and

(c) the rating or ranking is provided for each period for which standard
performance data is required to be given.

(5) A sales communication shall not refer to a credit rating of securities of a rjl\fthal
fund unless Q

(a) the rating is current and was prepared by an approvedqult rating

organization; (1/
N/
b

(b) there has been no announcement by the ap d credit rating
organization of which the mutual fund or its manager is or ou » be aware that the
credit rating of the securities may be down-graded; and v

(c) no approved credit rating organization is cuﬁng rating the securities at a
lower level. '\r\
(6) A sales communication shall not refer to Qutual fund as, or imply that it is, a
money fund, cash fund or money mark§t\(f d unless, at the time the sales

communication is used and for each perjodN\Nidr which money market fund standard
performance data is provided, the mutu nd is and was a money market fund, either
under National Policy Statement No. §~ nder this Regulation.

(7) A sales communication@not state or imply that a registered retirement
savings plan, registered retire t Income fund or registered education savings plan in
itself, rather than the mutua\%und to which the sales communication relates, is an

investment. @

Decision 2001-C-02Q., .3; M.O. 2005-06, s. 11.

15.4. RequirQ/D%closure and Warnings in Sales Communications

@ A \a@g sales communication shall

Qa bear the name of the principal distributor or participating dealer that
d'\@uted the sales communication; and

(b) if the sales communication is not an advertisement, contain the date of
first publication of the sales communication.

(2) A sales communication that includes a rate of return or a mathematical table

illustrating the potential effect of a compound rate of return shall contain a statement in
substantially the following words:
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“[The rate of return or mathematical table shown] is used only to illustrate the
effects of the compound growth rate and is not intended to reflect future values of [the
mutual fund or asset allocation service] or returns on investment [in the mutual fund or
from the use of the asset allocation service].".

(3) A sales communication, other than a report to securityholders, of a mutual fynd
that is not a money market fund and that does not contain performance data,\ Il
contain a warning in substantially the following words: Q

associated with mutual fund investments. Please read the prospectus b investing.
Mutual funds are not guaranteed, their values change frequently anw performance

may not be repeated.". Q_

(4) A sales communication, other than a report to secuﬁ\olders, of a money
market fund that does not contain performance data @| contain a warning in
substantially the following words:

"Commissions, trailing commissions, management fees and exper&ﬁaﬂ may be

"Commissions, trailing commissions, mana ﬁﬁe'}t fees and expenses all may be
associated with mutual fund investments. Plea ﬁd the prospectus before investing.
Mutual fund securities are not covered by the Carda Deposit Insurance Corporation or
by any other government deposit insurer. hé\e"can be no assurances that the fund will
be able to maintain its net asset value ecurity at a constant amount or that the full
amount of your investment in the fur%~ be returned to you. Past performance may

not be repeated.". 0

(5) A sales communicatio@ an asset allocation service that does not contain
performance data shall contaTB warning in substantially the following words:

"Commissions, ﬁg commissions, management fees and expenses all may be
associated with m und investments and the use of an asset allocation service.
Please read the%o pectus of the mutual funds in which investment may be made
under the ass@l alldbcation service before investing. Mutual funds are not guaranteed,
their values ge frequently and past performance may not be repeated.”.

(6) aes communication, other than a report to securityholders, of a mutual fund
that &not a money market fund and that contains performance data shall contain a
vv\@'mg in substantially the following words:

"Commissions, trailing commissions, management fees and expenses all may be
associated with mutual fund investments. Please read the prospectus before investing.
The indicated rate[s] of return is [are] the historical annual compounded total return[s]
including changes in [share or unit] value and reinvestment of all [dividends or
distributions] and does [do] not take into account sales, redemption, distribution or
optional charges or income taxes payable by any securityholder that would have
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reduced returns. Mutual funds are not guaranteed, their values change frequently and
past performance may not be repeated.”.

(7) A sales communication, other than a report to securityholders, of a money
market fund that contains performance data shall contain

(@) a warning in substantially the following words: (1/
"Commissions, trailing commissions, management fees and expe%e all
may be associated with mutual fund investments. Please read the prospeclﬁb efore
investing. The performance data provided assumes reinvestment of distgauions only
and does not take into account sales, redemption, distribution or opticﬁ?é‘harges or
income taxes payable by any securityholder that would have reducegq returns. Mutual
fund securities are not covered by the Canada Deposit Insurance ?Mtion or by any
other government deposit insurer. There can be no assuraann at the fund will be
able to maintain its net asset value per security at a constar?s ount or that the full
amount of your investment in the fund will be returned to @u Past performance may
not be repeated."; and

(b)  a statement in substantially the foIIO\@;}vords, immediately following the
performance data: (l/

"This is an annualized histori amé‘ld based on the 7 day period ended on
[date] [annualized in the case of effecti jeld by compounding the 7 day return] and
does not represent an actual one yea n."

(8) A sales communication fg sset allocation service that contains performance
data shall contain a warning in stantially the following words:

"Commissions, trgj
associated with mutu
Please read the p

commissions, management fees and expenses all may be
d investments and the use of an asset allocation service.
tus of the mutual funds in which investment may be made
under the asset ? ation service before investing. The indicated rate[s] of return is
[are] the historg€al annual compounded total return[s] assuming the investment strategy
recommend@% the asset allocation service is used and after deduction of the fees
and charggk respect of the service. The return[s] is [are] based on the historical
annugj Coytpounded total returns of the participating funds including changes in [share]
[unit]Q¢&alue and reinvestment of all [dividends or distributions] and does [do] not take
i@ccount sales, redemption, distribution or optional charges or income taxes payable
bWany securityholder in respect of a participating fund that would have reduced returns.
Mutual funds are not guaranteed, their values change frequently and past performance
may not be repeated.”.

(9) A sales communication distributed after the issue of a receipt for a preliminary
simplified prospectus of the mutual fund described in the sales communication but
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before the issue of a receipt for its simplified prospectus shall contain a warning in
substantially the following words:

"A preliminary simplified prospectus relating to the fund has been filed with
certain Canadian securities commissions or similar authorities. You cannot buy [units]
[shares] of the fund until the relevant securities commissions or similar authorities issue
receipts for the simplified prospectus of the fund.".

(10) A sales communication for a mutual fund or asset allocation service that %rts
to arrange a guarantee or insurance in order to protect all or some of th mncipal
amount of an investment in the mutual fund or asset allocation service shaq N

(@) identify the person providing the guarantee or msuranc

(b) provide the material terms of the guarantee or |@%nce including the
maturity date of the guarantee or insurance;

(c) if applicable, state that the guarantee or inﬁé@nce does not apply to the
amount of any redemptions before the maturity dat of the guarantee or before the
death of the securityholder and that redemptlonsﬁtéfore that date would be based on
the net asset value per security of the mutual fu he time; and

(d) modify any other disclosure :ﬁqﬁke’d by this section appropriately.
(11) The warnings referred to in thi Q‘uion shall be communicated in a manner that

a reasonable person would consid ar and easily understood at the same time as,
and through the medium by whicr\h related sales communication is communicated.

Decision 2001-C-0209, 15.4;7&?5. 2008-06, s. 13.

15.5. Disclosure Re@g Distribution Fees

No persongu describe a mutual fund in a sales communication as a "no-load
fund” or use of like effect if on a purchase or redemption of securities of the
mutual fundCB stor fees are payable by an investor or if any fees, charges or
expense ayable by an investor to a participating dealer of the mutual fund named
in the communlcatlon other than

&

fees and charges related to specific optional services;
(b) for a mutual fund that is not a money market fund, redemption fees on the
redemption of securities of the mutual fund that are redeemed within 90 days after the

purchase of the securities, if the existence of the fees is disclosed in the sales
communication, or in the simplified prospectus of the mutual fund; or
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(©) costs that are payable only on the set-up or closing of a securityholder's
account and that reflect the administrative costs of establishing or closing the account, if
the existence of the costs is disclosed in the sales communication, or in the simplified
prospectus of the mutual fund.

(2) If a sales communication describes a mutual fund as "no-load" or uses words to
like effect, the sales communication shall

(a) indicate the principal distributor or a participating dealer through v@% an
investor may purchase the mutual fund on a no-load basis;

)
(b)  disclose that management fees and operating expenses @aid by the
mutual fund; and N/
N\

(©) disclose the existence of any trailing commission ;d by a member of
the organization of the mutual fund. v

(3) A sales communication containing a reference t&@ existence or absence of
fees or charges, other than the disclosure required b ction 15.4 or a reference to the
term "no-load", shall disclose the types of fees and ges that exist.

(4)  The rate of sales charges or commis iong'for the sale of securities of a mutual
fund or the use of an asset allocatio E&r’\‘/ice shall be expressed in a sales
communication as a percentage of t mount paid by the purchaser and as a
percentage of the net amount invegt® I a reference is made to sales charges or
commissions.

Decision 2001-C-0209, 15.5. ?g
15.6. Performance Da@oeneral Requirements

No sales co@gcation pertaining to a mutual fund or asset allocation service
shall contain peern nce data of the mutual fund or asset allocation service unless

@) é(er

OQ~(i) the mutual fund has distributed securities under a simplified
prosgttus in a jurisdiction for 12 consecutive months, or the asset allocation service
ha%been operated for at least 12 consecutive months and has invested only in
pﬁc icipating funds each of which has distributed securities under a simplified
prospectus in a jurisdiction for at least 12 consecutive months, or

(i) if the sales communication pertains to a mutual fund or asset

allocation service that does not satisfy the requirements of subparagraph (i), the sales
communication is sent only to
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(A)  securityholders of the mutual fund or participants in the asset
allocation service, or

(B)  securityholders of a mutual fund or participants in an asset
allocation service under common management with the mutual fund or asset allocation
service;

(b)  the sales communication also contains standard performance data @e

mutual fund or asset allocation service and, in the case of a writter les
communication, the standard performance data is presented in type size that i ual to
or larger than that used to present the other performance data; N

(©) the performance data reflects or includes references Q,:IP elements of

return; and Q)

(d)  except as permitted by subsection 15.3(3), the s% communication does
not contain performance data for a period that is before thg ¥ne when the mutual fund
offered its securities under a simplified prospectus or be& e asset allocation service

commenced operation. '\r\
Decision 2001-C-0209, 15.6. (19
15.7. Advertisements N

4

An advertisement for a mutual an'or asset allocation service shall not compare
the performance of the mutual fun sset allocation service with any benchmark or
investment other than \:

(@) one or more al funds or asset allocation services that are under
common management o Inistration with the mutual fund or asset allocation service
to which the advertise ertains;

(b) one% more mutual funds or asset allocation services that have
St

fundamental i ent objectives that a reasonable person would consider similar to
the mutual f I asset allocation service to which the advertisement pertains; or

é@Q’an index.

Dedlsion 2001-C-0209, 15.7.
&

15.8. Performance Measurement Periods Covered by Performance Data

(1) A sales communication, other than a report to securityholders, that relates to a
money market fund may provide standard performance data only if
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(@) the standard performance data has been calculated for the most recent 7
day period for which it is practicable to calculate, taking into account publication
deadlines; and

(b) the 7 day period does not start more than 45 days before the date of the
appearance, use or publication of the sales communication.

(2) A sales communication, other than a report to securityholders, that relates,énlan
asset allocation service or to a mutual fund other than a money market fu@ ay
provide standard performance data only if (1,

4
(@) the standard performance data has been calculated for t , 5, 3 and
one year periods and the period since the inception of the mutual fung\f jhe mutual fund
has been offering securities by way of simplified prospectus for m@ér}; one and less
than 10 years,; and Q
(b) the periods referred to in paragraph (a) end @th?;same calendar month
end that is

0] not more than 45 days before date of the appearance or use of
the advertisement in which it is included, and (l/

(i) not more than 3 mon s'be’fore the date of first publication of any
other sales communication in which it is ded.

(3)  Arreport to securityholders r@kﬁntain standard performance data only if

(@) the standard per ance data has been calculated for the 10, 5, 3 and
one year periods and the periy since the inception of the mutual fund if the mutual fund
has been offering securi@by way of simplified prospectus for more than one and less
than 10 years; and O

(b) the %ds referred to in paragraph (a) end on the day as of which the
balance sheet@h financial statements contained in the report to securityholders was
prepared.

4) /Qa:es communication shall clearly identify the periods for which performance
data Qca culated.

Dsision 2001-C-0209, 15.8.

15.9. Changes affecting Performance Data

(2) If, during or after a performance measurement period of performance data
contained in a sales communication, there have been changes in the business,
operations or affairs of the mutual fund or asset allocation service to which the sales
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communication pertains that could have materially affected the performance of the
mutual fund or asset allocation service, the sales communication shall contain

(@ summary disclosure of the changes, and of how those changes could
have affected the performance had those changes been in effect throughout the
performance measurement period; and

(b)  for a money market fund that during the performance measurement p@d
did not pay or accrue the full amount of any fees and charges of the type de®dsribed
under paragraph 15.11(1)1, disclosure of the difference between the full am s and
the amounts actually charged, expressed as an annualized percentagQS)q a basis
comparable to current yield.

(2) If a mutual fund has, in the last 10 years, undertaken a r@%zaﬂon with, or
acquired assets from, another mutual fund in a transaction that a material change
for the mutual fund or would have been a material change for mutual fund had this
Regulation been in force at the time of the transghn, then, in any sales
communication of the mutual fund,

(@  the mutual fund shall provide summa&'&sclosure of the transaction;

(b)  the mutual fund may include itjar:"gﬁrmance data covering any part of a
period before the transaction only if it also if®utles the performance data for the other
fund for the same periods; i

(c) the mutual fund shalldy“lnclude its performance data for any part of a
period after the transaction unles%

0] 12 mont@mve passed since the transaction, or

(i) th tual fund includes in the sales communication the
performance data f(QQf and the other mutual fund referred to in paragraph (b); and

(d) t%mgltual fund shall not include any performance data for any period that
is composed(ofy™oth time before and after the transaction.

o N
Decisi&@Ol-C-OZO& 15.9: M.O. 2005-06, ss. 8 and 11.

1\%& Formula for Calculating Standard Performance Data

Q) The standard performance data of a mutual fund shall be calculated in
accordance with this section.

(2) In this Part
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"current yield" means the yield of a money market fund expressed as a
percentage and determined by applying the following formula:

current yield = [7 day return x 365/7] x 100;

"effective yield" means the yield of a money market fund expressed as a
percentage and determined by applying the following formula:
NS

effective yield = [(7 day return + 1)365/7 - 1] x 100; Q

"7 day return" means the income yield of an account of a secur@qlder in a
money market fund that is calculated by

(@) determining the net change, exclusive of new sub@ lons other than
from the reinvestment of distributions or proceeds of redemp f securities of the
money market fund, in the value of the account,

(b)  subtracting all fees and charges of the AS@Q referred to in paragraph
15.11(1)3 for the 7 day period, and N

N

(c) dividing the result by the value of t <Qcount at the beginning of the 7 day

N

period;

"standard performance data" me

(@) for a money market f@?’
0] the curren@j, or

(i) the nt yield and effective yield, if the effective yield is reported
in a type size that is a equal to that of the current yield, and

(b) for ﬁ/ utual fund other than a money market fund, the total return
calculated in ase in accordance with this section; and

"toQg{urn means the annual compounded rate of return for a mutual fund for a

period would equate the initial value to the redeemable value at the end of the
perio&expressed as a percentage, and determined by applying the following formula:
\ total return = [(redeemable value/initial value)(1/N)-1] x 100

where N = the length of the performance measurement period in

years, with a minimum value of 1.

(3) If there are fees and charges of the type described in paragraph 15.11(1)1
relevant to the calculation of redeemable value and initial value of the securities of a
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mutual fund, the redeemable value and initial value of securities of a mutual fund shall
be the net asset value of one unit or share of the mutual fund at the beginning or at the
end of the performance measurement period, minus the amount of those fees and
charges calculated by applying the assumptions referred to in that paragraph to a
hypothetical securityholder account.

(4) If there are no fees and charges of the type described in paragraph 15.11
relevant to a calculation of total return, the calculation of total return for a mutua}}
may assume a hypothetical investment of one security of the mutual fund @
calculated as follows:

)1
be

)
(@  initial value" means the net asset value of one unit or shg&f a mutual
fund at the beginning of the performance measurement period; and \\/

(b)  "redeemable value" = QQ~

Rx (1+D1/P1) x (1 + D2/P2) x (1 + D3/P3) O 1 + Dn/Pn)

where R = the net asset valuﬂone unit or security of the mutual
fund at the end of theq/ rmance measurement period,

D = the divide d'b;’distribution amount per security of the
mutual fund time of each distribution,

P = th Wdend or distribution reinvestment price per
curi% the mutual fund at the time of each distribution,

se
N\e
B: the number of dividends or distributions during the

O%erformance measurement period.

(5) Standa etformance data of an asset allocation service shall be based upon
the standardpgMormance data of its participating funds.

/
(6) mance data

%a) for a mutual fund other than a money market fund shall be calculated to
t™earest one-tenth of 1%; and

(b)  for a money market fund shall be calculated to the nearest one-hundredth
of 1%.

Decision 2001-C-0209, 15.10.

83



REGULATION IN FORCE FROM JANUARY 1, 2011 TO APRIL 29, 2012

15.11. Assumptions for Calculating Standard Performance Data

(1) The following assumptions shall be made in the calculation of standard
performance data of a mutual fund:

1. Recurring fees and charges that are payable by all securityholders

(@) are accrued or paid in proportion to the length of the perforryxé’loe
measurement period; Q

(b) if structured in a manner that would result in the gyeksformance
information being dependent on the size of an investment, are calculated e basis of
an investment equal to the greater of $10,000 or the minimum arwt that may be

invested; and Q_
(c) if fully negotiable, are calculated on the U?gs of the average fees
paid by accounts of the size referred to in paragraph (b). O

2. There are no fees and charges related tore‘pecific optional services.
3. All fees and charges payable by the@tual fund are accrued or paid.
4. Dividends or distributions by hé\'n’UtuaI fund are reinvested in the mutual

fund at the net asset value per securit the mutual fund on the reinvestment dates
during the performance measuremen@md.

all securityholders and no rec fees and charges that are payable by some but not

5. There are no non-r \Qng fees and charges that are payable by some or
all securityholders. 5@

6. A com
measurement peri
that have been a

redemption occurs at the end of the performance
hat the ending redeemable value includes elements of return
d but not yet paid to securityholders.

(2) The {Olkving assumptions shall be made in the calculation of standard
performa ata of an asset allocation service:

Fees and charges that are payable by participants in the asset allocation
(@) are accrued or paid in proportion to the length of the performance
measurement period;

(b) if structured in a manner that would result in the performance
information being dependent on the size of an investment, are calculated on the basis of
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an investment equal to the greater of $10,000 or the minimum amount that may be
invested; and

(c) if fully negotiable, are calculated on the basis of the average fees
paid by accounts of the size referred to in paragraph (b).

2. There are no fees and charges related to specific optional services.

U

3. The investment strategy recommended by the asset allocation s@'}e is
utilized for the performance measurement period.

4
4, Transfer fees are (19
N

(@) accrued or paid; Q_
(b) if structured in a manner that would r% in the performance
information being dependent on the size of an investment lated on the basis of an

account equal to the greater of $10,000 or the minimum(Q unt that may be invested;
and N
N

(©) if the fees and charges are ft@negotiable, calculated on the basis
of the average fees paid by an account of the _size¥eferred to in paragraph (b).
4

5. A complete redemption 'okcurs at the end of the performance
measurement period so that the end; Q’edeemable value includes elements of return
that have been accrued but not yet o0 securityholders.

(3)  The calculation of stan(?ﬁ)erformance data shall be based on actual historical
performance and the fees ant\8harges payable by the mutual fund and securityholders,
or the asset aIIocation@;wce and participants, in effect during the performance
measurement period. O

Decision 2001-C-Q%15.11.

15.12. éﬁs Communications During the Waiting Period

I@ ales communication is used after the issue of a receipt for a preliminary
l@ prospectus of the mutual fund described in the sales communication but

the issue of a receipt for its simplified prospectus, the sales communication shall
) only

simp
b

(&)  whether the security represents a share in a corporation or an interest in a
non-corporate entity;

(b)  the name of the mutual fund and its manager;
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(c) the fundamental investment objectives of the mutual fund,

(d)  without giving details, whether the security is or will be a qualified
investment for a registered retirement savings plan, registered retirement income fund
or registered education savings plan or qualifies or will qualify the holder for special tax
treatment; and

(e) any additional information permitted by securities legislation. ,\(1/

Decision 2001-C-0209, 15.12. (19
q .

15.13. Prohibited Representations (1/
(1)  Securities issued by an unincorporated mutual fund shall bQE}c/ribed by a term
that is not and does not include the word "shares". Q
(2) No communication by a mutual fund or asset aII Yserwce its promoter,
manager, portfolio adviser, principal distributor, par# ing dealer or a person

providing services to the mutual fund or asset allocatiaq service shall describe a mutual
fund as a commodity pool or as a vehicle for inve Bxs to participate in the speculative
trading of, or leveraged investment in, derlvq/és unless the mutual fund is a
commodity pool as defined in Regulation 81-10¥respecting Mutual Fund Prospectus
Disclosure (c. V-1.1, r. 38). ~\

Decision 2001-C-0209, 15.13; M.O. 2%; 6, s.12.

15.14. Sales Communice@b— Multi-Class Mutual Funds

A sales communicatl for a mutual fund that distributes different classes or
series of securities that erable to the same portfolio shall not contain performance
data unless the sales unlcatlon complies with the following requirements:

The%I s communication clearly specifies the class or series of security to
which any per ce data contained in the sales communication relates.

2. the sales communication refers to more than one class or series of
securi d provides performance data for any one class or series, the sales
com&nlcation shall provide performance data for each class or series of security
re%ed to in the sales communication and shall clearly explain the reasons for different
p&Pormance data among the classes or series.
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3. A sales communication for a new class or series of security and an
existing class or series of security shall not contain performance data for the existing
class or series unless the sales communication clearly explains any differences
between the new class or series and the existing class or series that could affect
performance.

Decision 2001-C-0209, 15.14.

PART 16 (Revoked)

Decision 2001-C-0209, Part 16; M.O. 2005-06, s. 9.

16.1. (Revoked).

&
Decision 2001-C-0209, 16.1; M.O. 2005-06, s. 9. Q
v
<O

Decision 2001-C-0209, 16.2; M.O. 2005-06, s. 9. N

16.2. (Revoked).

16.3. (Revoked). "19

Decision 2001-C-0209, 16.3; M.O. 2005-(&&‘9."

PART 17  (Revoked) <

Decision 2001-C-0209, Part 17, l%@ZOOS-OG, s. 9.

17.1. (Revoked). 5?“

Decision 2001-C-0209@ M.O. 2005-06, s. 9.

17.2. (Revoked Q’
evo GI)Q

Decision 20@T-£¥0209, 17.2; M.O. 2005-06, s. 9.

17.3. ,({ ked).
Y

D@siBn 2001-C-0209, 17.3;: M.O. 2005-06, s. 9.
A\

PART 18 SECURITYHOLDER RECORDS
18.1. Maintenance of Records

A mutual fund that is not a corporation shall maintain, or cause to be maintained,
up to date records of
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(@ the names and latest known addresses of each securityholder of the
mutual fund,

(b) the number and class or series of a class of securities held by each
securityholder of the mutual fund; and

(c) the date and details of each issue and redemption of securities, and,{%eh
distribution, of the mutual fund. (19

(19.‘

18.2. Availability of Records
A\

Decision 2001-C-0209, 18.1.

(1) A mutual fund that is not a corporation shall make, or {%g; to be made, the
records referred to in section 18.1 available for inspection, fre€ harge, during normal
business hours at its principal or head office by a securityh or a representative of a
securityholder, if the securityholder has agreed in writin the information contained
in the register will not be used by the securityholugr or any purpose other than
attempting to influence the voting of securityhol P, of the mutual fund or a matter
relating to the relationships among the mutual fm@he members of the organization of
the mutual fund, and the securityholders, &1[} rs, directors and officers of those

entities.
4

(2) A mutual fund shall, upon writ QEquest by a securityholder of the mutual fund,
provide, or cause to be provided, t securityholder a copy of the records referred to
in paragraphs 18.1(a) and (b) if t curityholder

(@) has agreed in ?r?g that the information contained in the register will not
be used by the security, er for any purpose other than attempting to influence the
voting of securityhold the mutual fund or a matter relating to the administration of
the mutual fund, anQ_

(b) %id a reasonable fee to the mutual fund that does not exceed the
reasonable Q0¥ to the mutual fund of providing the copy of the register.
Q=
Decisi 1-C-0209, 18.2.

P\ 9 EXEMPTIONS AND APPROVALS
19.1. Exemption

(1) The regulator or securities regulatory authority may grant an exemption from this
Regulation, in whole or in part, subject to such conditions or restrictions as may be
imposed in the exemption.
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(2) Despite subsection (1), in Ontario only the regulator may grant such an
exemption.
Decision 2001-C-0209, 19.1; M.O. 2005-06, s. 11.

19.2. Exemption or Approval under Prior Policy

(1) A mutual fund that has obtained, from the regulator or securities regulaory
authority, an exemption or waiver from, or approval under, a provision of National {iizy
Statement No. 39 before this Regulation came into force is exempt fr ny
substantially similar provision of this Regulation, if any, on the same conditioﬂ,l any,
as are contained in the earlier exemption or approval, unless the regulatogy .securities
regulatory authority has revoked that exemption or waiver under authori(}ﬁ)vided to it
in securities legislation. \\/

regulatory authority, approval under National Policy Statemen . 39 to pay incentive
fees may continue to pay incentive fees on the terms of th roval if disclosure of the
method of calculation of the fees and details of the corﬁg ition of the benchmark or
index used in calculating the fees are described in uQe simplified prospectus of the
mutual fund.

(2) Despite Part 7, a mutual fund that has obtained, from t%e ulator or securities

(3) A mutual fund that intends to rely upo su(t;lfection (1) shall, at the time of the first
filing of its pro forma simplified prospectus, aftsr®this Regulation comes into force, send
to the regulator a letter or memorandum aining

(@)  a brief description of t ture of the exemption from, or approval under,
National Policy Statement No. 39 iously obtained; and

(b) the provision in%lnstrument that is substantially similar to the provision
in National Policy Staten@g 0. 39 from or under which the exemption or approval was
previously obtained. O

Decision 2001—0-{3% 19.2; M.O. 2005-06, s. 11.
19.3. Revo@j%’n of exemptions

%emption, waiver or approval granted to a mutual fund under National Policy
Statefgent No. 39 or this Regulation before December 31, 2003, that allows the mutual
f to invest in other mutual funds, shall no longer have effect as of
D&Cember 31, 2004.

M.O. 2004-02, s. 16.
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PART 20 TRANSITIONAL

20.1. (Revoked).

Decision 2001-C-0209, 20.1; M.O. 2005-06, s. 10.

20.2. Sales Communications

4%

Sales communications, other than advertisements, that were printedCRefore
December 31, 1999 may be used until August 1, 2000, despite any requiremeﬁlﬁ in this
Regulation. N

Decision 2001-C-0209, 20.2; M.O. 2005-06, s. 11. (1/

Q\\/
20.3. Reports to Securityholders Q

This Regulation does not apply to reports to securit @i rs
(@) printed before February 1, 2000; or '\r\

(b) that include only financial statemept/ghat relate to financial periods that
ended before February 1, 2000. N
4

Decision 2001-C-0209, 20.3; M.O. 2005@&8. 11.

20.4. Mortgage Funds 0?“

Paragraphs 2.3(b) and@do not apply to a mutual fund that has adopted
fundamental investment objeC§ves to permit it to invest in mortgages in accordance with
National Policy Statemer@o. 29 if

(@ aRe n replacing National Policy Statement No. 29 has not come
into force;

(b) mutual fund was established, and has a simplified prospectus for
which ar was issued, before the date that this Regulation came into force; and

Qc the mutual fund complies with National Policy Statement No. 29.

D§ision 2001-C-0209, 20.4; M.O. 2005-06, ss. 11 and 12.
20.5. Delayed Coming into Force

(2) Despite section 20.1, subsection 4.4(1) does not come into force until
August 1, 2000.
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(2) Despite section 20.1, the following provisions of this Regulation do not come into
force until February 1, 2001:

1. Subsection 2.4(2).

2. Subsection 2.7(4).

3. Subsection 6.4(1). ,\(1,
4, Subsection 6.8(4). (19
)
Decision 2001-C-0209, 20.5; M.O. 2005-06, s. 11. (19
N\
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APPENDIX A FUTURES EXCHANGES FOR THE PURPOSE OF SUBSECTION
2.7(4) - DERIVATIVE COUNTERPARTY EXPOSURE LIMITS

Futures Exchanges

Australia
Sydney Futures Exchange Australian Financial Futures Market ,\(1/
Austria (19

)

Osterreichische Termin-und Option borse (OTOB - The Austrian Optioﬂ%nd Futures
Exchange)

2\/
Belgium .
??

Belfox CV (Belgium Futures and Options Exchange) O
Brazil '\r\
Bolsa Brasileira de Futuros (19

Bolsa de Mercadorias & Futuros

Bolsa de Valores de Rio de Janeiro ~\'\ S

Canada

The Winnipeg Commodity Excha@

The Toronto Futures Exchangv
The Montreal Exchange 5

Denmark O®
;

Kobenhavus Fon@% (Copenhagen Stock Exchange)

Garenti fonde@r Dankse Optioner og Futures (Guarantee Fund for Danish Options
and Futures

Futop (C agen Stock Exchange)

Finla@O
)—T&inki Stock Exchange

Oy Suomen Optiopdrssi (Finnish Options Exchange)
Suomen Optionmeklarit Oy (Finnish Options Market)
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France

Marché a terme international de France S.A. (MATIF S.A))
Marché des option négociables a Paris (MUNCP)

Germany

DTB Deutsche Terminbdrse GmbH ,\(1/
EUREX (19
Hong Kong N

Hong Kong Futures Exchange Limited \\/

Ireland QQ‘

Irish Futures and Options Exchange &O
Italy N
N
Milan Italiano Futures Exchange (19
N

Japan
4

Osaka Shoken Torihikisho (Osaka Se Qﬂ'es Exchange)
The Tokyo Commodity Exchange fo &d’thtry

The Tokyo International Financiz@bxres Exchange
Tokyo Grain Exchange

Tokyo Stock Exchange 5?“

Netherlands O

AEX Options & Fg?s Exchange
EOE-Optiebe ropean Options Exchange)
Financiele Térg¥nmarkt Amsterdam N.V.

New %d

N@Zealand Futures and Options Exchange
N\

Norway

Oslo Stock Exchange
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Philippines

Manila International Futures Exchange
Portugal

Bosa de Derivatives de Porto
Singapore

Singapore Commodity Exchange (SICOM) q
Singapore International Monetary Exchange Limited (SIMEX) (1/

| \%
Spain Q)
§

Meff Renta Fija
Meff Renta Variable

Sweden y\
r\

OM Stockholm Fondkommission AB (19

Switzerland A'\ﬂ

EUREX Q‘
o NE
United Kingdom é

International Petroleum Exch%g (IPE)
London International FingrRNal Futures and Options Exchange (LIFFE)
London Metal Exchan E)

OM London
United StatesQ/QQ’

Chicago of Options Exchange (CBOE)
Chica rd of Trade (CBOT)
Chic ercantile Exchange (CME)

C odity Exchange, Inc. (COMEX)
ncial Instrument Exchange (Finex) a division of the New York Cotton Exchange
Board of Trade of Kansas City, Missouri, Inc.
Mid-America Commaodity Exchange
Minneapolis Grain Exchange (MGE)
New York Futures Exchange, Inc. (NYFE)
New York Mercantile Exchange (NYMECX)
New York Board of Trade (NYBOT)
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Pacific Stock Exchange
Philadelphia Board of Trade (PBOT)
Twin Cities Board of Trade

Decision 2001-C-0209, Appendix A.
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APPENDIX B-1 COMPLIANCE REPORT

TO: [The appropriate securities regulatory authorities]

FROM: [Name of mutual fund]

RE: Compliance Report on Regulation 81-102 respecting Mutual Fugds
(c. V-1.1,r. 39) ,zri/
For the year ended [insert date] Q

We hereby confirm that we have complied with thgy qpplicable
requirements of Parts 9, 10 and 11 of Regulation 81-102 respecting Mm& Funds for
the year ended [insert date] [except as follows:] [list exceptions, if an)%/

[NAME of mutual fund] QQ~
v

Signature &O

N
~N\
Name and office of the person executing this reppi\/\)
N
Date ~K

<~
Wlt Report

TO: [The appropriate securi@gulatory authorities]

RE: Compliance Repqt §?egulation 81-102 respecting Mutual Funds For the year
ended [insert d

We have @d [name of mutual fund]'s report made under section 12.1 of
Regulation 81% especting Mutual Funds regarding its compliance for the year ended
[insert date] vijlY'the applicable requirements of Parts 9, 10 and 11 of that Regulation.
Complian th these requirements is the responsibility of the management of [name
of m t@ und] (the "Fund"). Our responsibility is to express an opinion on
man%ment‘s compliance report based on our audit.

\é We conducted our audit in accordance with the standards for assurance
engagements established by The Canadian Institute of Chartered Accountants. Those
standards require that we plan and perform an audit to obtain reasonable assurance as
a basis for our opinion. Such an audit includes examining, on a test basis, evidence
supporting the assertions in management's compliance report.
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In our opinion, the Fund's report presents fairly, in all material respects, the
Fund's compliance for the year ended [insert date] with the applicable requirements of
Parts 9, 10 and 11 of Regulation 81-102 respecting Mutual Funds .

This report is provided solely for the purpose of assisting the securities regulatory

authority [ies] to which it is addressed in discharging its [their] responsibilities and
should not be used for any other purpose.
NS

City (19

Date Chartered Accounta@ N

Decision 2001-C-0209, Appendix B-1; M.O. 2005-06, s. 12. \\/
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APPENDIX B-2 COMPLIANCE REPORT

TO: [The appropriate securities regulatory authorities]
FROM: [Name of principal distributor] (the "Distributor")
RE: Compliance Report on Regulation 81-102 respecting Mutual Fugds

(c. V-1.1,r. 39) ,zri/

For the year ended [insert date] (19
FOR: [Name(s) of the mutual fund (the "Fund[s]")] q N

We hereby confirm that we have complied wi he applicable
requirements of Parts 9, 10 and 11 of Regulation 81-102 respe utual Funds in
respect of the Fund[s] for the year ended [insert date] [ t as follows:] [list
exceptions, if any].
[NAME of the Distributor] &O

N
’\‘)\
Signature (l/
N\

Name and office of the person executin@s report
N
\.)

Date é
5?“ Audit Report

TO: [The appropriat@rities regulatory authorities]

RE: CompliaangBort on Regulation 81-102 respecting Mutual Funds For the year

ended [insert (@]

Wﬂge' audited [name of principal distributor]'s report made under section 12.1
of Re Ibn 81-102 respecting Mutual Funds regarding its compliance for the year
ende§¢[insert date] with the applicable requirements of Parts 9, 10 and 11 of that
R@ation in respect of the [name of mutual funds] (the "Funds"). Compliance with
tN8Se requirements is the responsibility of the management of [name of principal
distributor] (the "Company"). Our responsibility is to express an opinion on
management's compliance report based on our audit.

We conducted our audit in accordance with the standards for assurance

engagements established by The Canadian Institute of Chartered Accountants. Those
standards require that we plan and perform an audit to obtain reasonable assurance as
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a basis for our opinion. Such an audit includes examining, on a test basis, evidence
supporting the assertions in management's compliance report.

In our opinion, the Company's report presents fairly, in all material respects, the
Company's compliance for the year ended [insert date] with the applicable requirements
of Parts 9, 10 and 11 of Regulation 81-102 respecting Mutual Funds in respect of the

Funds.
q

This report is provided solely for the purpose of assisting the securities re@a ory
authority [ies] to which it is addressed in discharging its [their] responsiblifjesS and

should not be used for any other purpose. (1/ N
City

2\\'
Date Chartere untants

v

Decision 2001-C-0209, Appendix B-2; M.O. 2005-06, s. 12O
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APPENDIX B-3 COMPLIANCE REPORT

TO: [The appropriate securities regulatory authorities]

FROM: [Name of participating dealer] (the "Distributor")

RE: Compliance Report on Regulation 81-102 respecting Mutual Fugds
(c. V-1.1,r. 39) ,zri/
For the year ended [insert date] Q

We hereby confirm that we have sold mutual fund securiggs,to which
Regulation 81-102 respecting Mutual Funds is applicable. In connéqg; with our
activities in distributing these securities, we have complied w%(the applicable
requirements of Parts 9, 10 and 11 of Regulation 81-102 respec% utual Funds for
the year ended [insert date] [except as follows:] [list exceptions, Q ].

[NAME of the Distributor] &O

Signature

Name and office of the person executing H’s'r‘ep’brt

o

Date 0‘?"
?§ Audit Report

TO: [The appropriate @rl les regulatory authorities]

RE: Compliance Q.Qt on Regulation 81-102 respecting Mutual Funds For the year
ended [insert dateQ

We h@%%udited [name of participating dealer]'s report made under section 12.1
of Regul 1-102 respecting Mutual Funds regarding its compliance for the year
ended @ rt date] with the applicable requirements of Parts 9, 10 and 11 of that
Re lon in respect of sales of mutual fund securities. Compliance with these
rézements is the responsibility of the management of [name of participating dealer]
(tN "Company"”). Our responsibility is to express an opinion on management's
compliance report based on our audit.

We conducted our audit in accordance with the standards for assurance

engagements established by The Canadian Institute of Chartered Accountants. Those
standards require that we plan and perform an audit to obtain reasonable assurance as
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a basis for our opinion. Such an audit includes examining, on a test basis, evidence
supporting the assertions in management's compliance report.

In our opinion, the Company's report presents fairly, in all material respects, the
Company's compliance for the year ended [insert date] with the applicable requirements
of Parts 9, 10 and 11 of Regulation 81-102 respecting Mutual Funds in respect of sales
of mutual fund securities. (1/

This report is provided solely for the purpose of assisting the securities re@a ory
authority [ies] to which it is addressed in discharging its [their] responsiblifjesS and

should not be used for any other purpose. (1/ N
City

2\\'
Date Chartere untants

v

Decision 2001-C-0209, Appendix B-3; M.O. 2005-06, s. 12O
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APPENDIX C PROVISIONS CONTAINED IN SECURITIES LEGISLATION FOR

THE PURPOSE OF SUBSECTION 4.1(5) - PROHIBITED INVESTMENTS

JURISDICTION SECURITIES LEGISLATION REFERENCE

British Columbia Section 81 of the Securities Rules

Newfoundland and Labrador Section 191 of Reg 805/96" A
New Brunswick Section 13.2 of Local Rule 31-501, Registration Requi&e@g
Nova Scotia Section 67 of the General Securities Rules

M.O. 2006-03, s. 7; M.O. 2009-05, s. 2.

Decision 2001-C-0209, 2001-05-22

Bulletin hebdomadaire: 2001-06-01, Vol. XXXII n°22

Amendments

Decision 2004-C-0020, 2004-01-23

Bulletin hebdomadaire: 2004-03-05, Vol. XXXV

M.O. 2004-01, 2004 G.O. 2, 1064

Bulletin de I'Autorité: 2005-06-03, Vol
M.O. 2005-06, 2005 G.0O. 2, 1550

Decision 2005-PDG-0121, 2005-05-0@

Decision 2006-PDG-0184, 2 @
Bulletin de 'Autorité: 2006- 1 Vol. 3 n° 46

M.O. 2006-03, 2006 G. 586

Decision 2008-PD 8, 2008-02-22

Bulletin de I'Autorfsé: 2008-03-14, Vol. 5 n° 10

M.O. 2008-06 @8 G.0. 2,726

Decisio PDG 0200, 2008-07-18
Bulle I'Autorité: 2008-09-05, Vol. 5 n° 35

08 13, 2008 G.O. 2, 4556

[%Cision 2009-PDG-0123, 2009-09-04

Bulletin de I'Autorité: 2009-09-25, Vol. 6 n° 38

M.O. 2009-05, 2009 G.O. 2, 3362A

Decision 2010-PDG-0212, 2010-11-22

Bulletin de I'Autorité: 2010-12-17, Vol. 7 n° 50

M.O. 2010-14, 2010 G.O. 2, 3889

@V
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