REGULATION IN FORCE FROM OCTOBER 30, 2012 TO MAY 30, 2013

Last amendment in force on October 30, 2012
This document has official status

c.V-1.1,r.39

REGULATION 81-102 RESPECTING MUTUAL FUNDS

Decision 2001-C-0209, Title; M.O. 2004-02, s. 1, M.O. 2008-06, s. 1. '\(b

Securities Act 4
‘bQ

(R.S.Q., c. V-1.1, s. 331.1) 4

PART 1 DEFINITIONS AND APPLICATION @
1.1. Definitions &O
In this Regulation Q’\(l/

"acceptable clearing corporation” means Cal/clearing corporation that is an
acceptable clearing corporation under the Joi Qulatory Financial Questionnaire and
Report;

"advertisement" means a sale unication that is published or designed for
use on or through a public medium'O

"approved credit rating", &ns, for a security or instrument, a rating at or above
one of the rating categorieQ out in the table hereinbelow issued by an approved
0

credit rating organization at security or instrument or a category that replaces the
rating category set OuLj table hereinbelow if

(@) the s been no announcement by the approved credit rating
organization gf hich 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 roved credit rating was given may be down-graded to a rating category
that w@m}t be an approved credit rating, and

Q (b) no approved credit rating organization has rated the security or instrument
@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
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"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 whi
this Regulation applies and reallocated among those mutual funds and, if applj ;

other assets according to an asset allocation strategy; (1/

"book-based system" means a system for the central handling O Writies or
equivalent book-based entries under which all securities of a class or deposited
within the system are treated as fungible and may be transferr, r pledged by
bookkeeping entry without physical delivery; §

"borrowing agent” means any of the following:

(@) a custodian or sub-custodian that holds as6&ts in connection with a short
sale of securities by a mutual fund; Q

(b) a qualified dealer from whom a m tugll(und borrows securities in order to
sell them short; (56 S

“cash cover” means any of the fg assets of a mutual fund that are held by
the mutual fund, have not been all for specific purposes and are available to
satisfy all or part of the obligationﬁﬂg from a position in specified derivatives held
by the mutual fund or from a sho& of securities made by the mutual fund:

€) cash; OO

(b) cash eq@ts
(c) sy%@vcash;

(d) Qpeivables of the mutual fund arising from the disposition of portfolio
assets, ngi\Qfayables arising from the acquisition of portfolio assets;

@ securities purchased by the mutual fund in a reverse repurchase
ran¥action under section 2.14, to the extent of the cash paid for those securities by the
éual fund;

) each evidence of indebtedness that has a remaining term to maturity
of 365 days or less and an approved credit rating;

(g) each floating rate evidence of indebtedness if
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(1) the floating interest rate of the indebtedness is reset no later than
every 185 days, and

(i) the principal amount of the indebtedness will continue to have a
market value of approximately par at the time of each change in the rate to be paid to
the holders of the evidence of indebtedness;

(h)  securities issued by a money market fund,; Q

"cash equivalent" means an evidence of indebtedness that has a remainiref term
to maturity of 365 days or less and that is issued, or fully and L*:B@dltlonally
guaranteed as to principal and interest, by 4

(@ the government of Canada or the government of a juri on,

(b)  the government of the United States of Americ @ government of one of
the states of the United States of America, the government other sovereign state or
a permitted supranational agency, if, in each case, the e\dtlsnce of indebtedness has an
approved credit rating, or Q\

(© a Canadian financial institution, _or financial institution that is not
incorporated or organized under the laws of a or of a jurisdiction if, in either case,
evidences of indebtedness of that issuer gLg antor that are rated as short term debt
by an approved credit rating organizatio IQVE an approved credit rating;

“clearing corporation” mean rganlzatlon through which trades in options or
standardized futures are cleared ettled,

"clearing corporaﬂon@SJn means an option, other than an option on futures,
issued by a clearing cor
“clone fund” a mutual fund that has adopted a fundamental investment
objective to trac rformance of another mutual fund;
gynal convertible security" means a security of an issuer that is,

accordln tS terms, convertible into, or exchangeable for, other securities of the
issue&an affiliate of the issuer;

Q “conventional floating rate debt instrument” means an evidence of indebtedness
@vhich the interest obligations are based upon a benchmark commonly used in
mmercial lending arrangements;

"conventional warrant or right" means a security of an issuer, other than a
clearing corporation, that gives the holder the right to purchase securities of the issuer
or of an affiliate of the issuer;
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"currency cross hedge" means the substitution by a mutual fund of a risk to one
currency for a risk to another currency, if neither currency is a currency in which the
mutual fund determines its net asset value per security and the aggregate amount of
currency risk to which the mutual fund is exposed is not increased by the substitution;

"custodian” means the institution appointed by a mutual fund to act as custodian
of the portfolio assets of the mutual fund, (b

"dealer managed mutual fund" means a mutual fund the portfolio a@v@ of
which is a dealer manager;

"dealer manager" means ] (b

(@) aspecified dealer that acts as a portfolio adviser, ?‘
(b) a portfolio adviser in which a specified deal r a partner, director,
officer, salesperson or principal shareholder of a specifie er, directly or indirectly

owns of record or beneficially, or exercises control or dilé}}ion over, securities carrying
more than 10% of the total votes attaching to securiti%b( e portfolio adviser, or

(© a partner, director or officer of g’bortfolio adviser referred to in
paragraph (b); (b S

"debt-like security” means a sec urchased by a mutual fund, other than a
conventional convertible security or entional floating rate debt instrument, that
evidences an indebtedness of the ie@if

(@  either C,}

0] the t of principal, interest or principal and interest to be paid
to the holder is linked J le or in part by a formula to the appreciation or depreciation
in the market pri alue or level of one or more underlying interests on a
predetermined d dates, or

the security provides the holder with a right to convert or exchange
the secupf\into or for the underlying interest or to purchase the underlying interest, and

@ on the date of acquisition by the mutual fund, the percentage of the
ase price attributable to the component of the security that is not linked to an
éerlylng interest is less than 80% of the purchase price paid by the mutual fund;

"delta” means the positive or negative number that is a measure of the change in
market value of an option relative to changes in the value of the underlying interest of
the option;
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"equivalent debt" means, in relation to an option, swap, forward contract or debt-
like security, an evidence of indebtedness of approximately the same term as, or a
longer term than, the remaining term to maturity of the option, swap, contract or debt-
like security and that ranks equally with, or subordinate to, the claim for payment that
may arise under the option, swap, contract or debt-like security;

"fixed portfolio ETF" means an exchange-traded mutual fund not in continuats

distribution that Q\

(@) has fundamental investment objectives which include holdi(n} and
maintaining a fixed portfolio of publicly traded equity securities of one or issuers
the names of which are disclosed in its prospectus, and 4

(b)  trades the securities referred to in paragraph (a) only ¢ %‘e circumstances
disclosed in its prospectus; @

"floating rate evidence of indebtedness” means an eﬁ&ence of indebtedness that
has a floating rate of interest determined over the term e obligation by reference to
a commonly used benchmark interest rate and that sgiigheS any of the following:

(@) if the evidence of indebtedness WES igded by a person or company other

than a government or a permitted supranag “agency, it has an approved credit
rating;

(b) if the evidence of in ess was issued by a government or a
permitted supranational agency, it principal and interest fully and unconditionally

guaranteed by any of the foIIowioQ

0] the goé)ent of Canada or the government of a jurisdiction of
Canada;

one of the state United States of America, the government of another sovereign
state or a § itted supranational agency, if, in each case, the evidence of

(i) é@overnment of the United States of America, the government of
r

indebtedne an approved credit rating;

- rd contract” means an agreement, not entered into with, or traded on, a
sto hange or futures exchange or cleared by a clearing corporation, to do one or
o&of the following on terms or at a price established by or determinable by reference
%we agreement and at or by a time in the future established by or determinable by

erence to the agreement:
1. Make or take delivery of the underlying interest of the agreement.

2. Settle in cash instead of delivery;



REGULATION IN FORCE FROM OCTOBER 30, 2012 TO MAY 30, 2013

"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;

"futures exchange" means an association or organization operated to provide the
facilities necessary for the trading of standardized futures; '\(b
"government security" means an evidence of indebtedness issued, or g@-nd
unconditionally guaranteed as to principal and interest, by any of the governn¥ént of
Canada, the government of a jurisdiction or the government of the Unj ates of

America, 4

"guaranteed mortgage" means a mortgage fully and uncon 'mlly guaranteed,
or insured, by the government of Canada, by the government o risdiction or by an
agency of any of those governments or by an insurer authori@to offer its services to
the public in Canada as an insurer of mortgages;

and the maintaining of the position or positions re from the transaction or series

"hedging" means the entering into of a transs@,/ or a series of transactions,
of transactions

o°

€) if

0] the intended eff %/the transaction, or the intended cumulative
effect of the series of transactions, offset or reduce a specific risk associated with
all or a portion of an existing inw& t or position or group of investments or positions,

(i) the trarﬁ&n or series of transactions results in a high degree of
negative correlation bet changes in the value of the investment or position, or
group of investments sitions, being hedged and changes in the value of the
instrument or instr@ with which the investment or position is hedged, and

||)Q here are reasonable grounds to believe that the transaction or
series of tr ions no more than offset the effect of price changes in the investment
[

or positio?! roup of investments or positions, being hedged, or

\é "IIROC" means the Investment Industry Regulatory Organization of Canada;

if the transaction, or series of transactions, is a currency cross hedge;

"illiquid asset" means

(@) a portfolio asset that cannot be readily disposed of through market
facilities on which public quotations in common use are widely available at an amount
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that at least approximates the amount at which the portfolio asset is valued in
calculating 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;

investment fund established under Regulation 81-107 respecting Independen iew

"independent review committee” means the independent review committee§h‘h'?
Committee for Investment Funds (c. V-1.1, r. 43);

)

"index mutual fund" means a mutual fund that has adopt d(blndamental
investment objectives that require the mutual fund to

€) hold the securities that are included in a permitt&Nhdex or permitted
indices of the mutual fund in substantially the same proport'@s those securities are
reflected in that permitted index or those permitted indices, o{\

(b) invest in a manner that causes tl“%':gﬁual fund to replicate the
performance of that permitted index or those permiwll dices;

"index participation unit" means a secug{xyaded on a stock exchange in Canada
or the United States and issued by an issuat only purpose of which is to

(@) hold the securities that jncluded in a specified widely quoted market
index in substantially the same pro as those securities are reflected in that index,

or &

(b) invest in a maé%hat causes the issuer to replicate the performance of
that index;

"investor fe @eans, in connection with the purchase, conversion, holding,

transfer or rede of securities of a mutual fund, all fees, charges and expenses
that are or m come payable by a securityholder of the mutual fund to a member of
the organiz of the mutual fund other than a member of the organization acting

solely asg ticipating dealer;

@)lnt Regulatory Financial Questionnaire and Report” means the Joint
ed¥atory Financial Questionnaire and Report of various Canadian SROs on the date
% this Regulation comes into force and every successor to the form that does not
\m terially lessen the criteria for an entity to be recognized as an "acceptable clearing
corporation”;

"long position" means a position held by a mutual fund that, for
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(@) an option, entitles the mutual fund to elect to purchase, sell, receive or
deliver 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,

(© a call option on futures, entitles the mutual fund to elect to assume a Iot‘%

position in standardized futures, Q

(d)  a put option on futures, entitles the mutual fund to elect to assume ¥short
position in standardized futures, and Q)Q h

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

"management expense ratio": the ratio, expressed a percentage, of the
expenses of a mutual fund to its average net asset value, ated in accordance with
Part 15 of Regulation 81-106 respecting Investment(und Continuous Disclosure
(c. V-1.1,r. 42); Q

"manager" means a person that directs the gléiness, operations and affairs of a
mutual fund; Q)Q S

"manager-prescribed number of eans, in relation to an exchange-traded
mutual fund that is in continuous di ton, the number of units determined by the
manager from time to time for &urposes of subscription orders, exchanges,
redemptions or for other purpose;&

"material change": aréeﬁerial change within the meaning of Regulation 81-106
respecting Investment Fugd€0ntinuous Disclosure;

"member of @ organization" has the meaning ascribed to that term in
Regulation 81-1 ecting Mutual Fund Sales Practices (c. V-1.1, r. 41);

“MFRDAMeans the Mutual Fund Dealers Association of Canada;

y market fund" means a mutual fund that invests its assets in accordance
wit on 2.18;

"mortgage” includes a hypothec or security that creates a charge on real property
order to secure a debt;

"mutual fund conflict of interest investment restrictions” means the provisions of
securities legislation that
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€) prohibit a mutual fund from knowingly making or holding an investment in
any person who is a substantial securityholder, as defined in securities legislation, of the
mutual fund, its management company, manager or distribution company;

(b) prohibit a mutual fund from knowingly making or holding an investment in
any person in which the mutual fund, alone or together with one or more related mutual

funds, is a substantial securityholder, as defined in securities legislation; '\(b

(c) prohibit a mutual fund from knowingly making or holding an invespﬁt in
an issuer in which any person who is a substantial securityholder of the mutual f#d, its
management company, manager or distribution company, has a signific érest, as
defined in securities legislation; 4

(d) prohibit a mutual fund, a responsible person as %ed in securities
legislation, a portfolio adviser or a registered person acting r a management
contract from knowingly causing any investment portfolio @ed by it, or a mutual
fund, to invest in, or prohibit a mutual fund from investinfONI; any issuer in which a

responsible person, as defined in securities legislation, %n officer or director unless
the specific fact is disclosed to the mutual fund, s {tYholder or client, and where
securities legislation requires it, the written consefli/ the client to the investment is
obtained before the purchase;

M)

(e) prohibit a mutual fund, a r ;gaasible person as defined in securities
legislation, or a portfolio adviser knowi using any investment portfolio managed
by it to subscribe for, purchase or s prohibit a mutual fund from subscribing for,
purchasing or selling, the securitieﬁy issuer from or to the account of a responsible
person, as defined in securities tion, an associate of a responsible person or the
portfolio adviser; and; O

() prohibit a
management contrac
fund, where his or
fact is disclosed s8¢
{e subscription or purchase;

lio adviser or a registered person acting under a

R subscribing for or buying securities on behalf of a mutual
@ n interest might distort his or her judgment, unless the specific
 client and the written consent of the client to the investment is

securigj gislation that require the filing of a report with the securities regulatory
aut In prescribed form that discloses every transaction of purchase or sale of
periXlio assets between the mutual fund and specified related persons;

obtained befc%
%@ und conflict of interest reporting requirements” means the provisions of

\ "mutual fund rating entity” means an entity

(@) that rates or ranks the performance of mutual funds or asset allocation
services through an objective methodology that is

(1) based on quantitative performance measurements,
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(i) applied consistently to all mutual funds or asset allocation services
rated or ranked by it, and
(i)  disclosed on the entity’s website,
(b) that is not a member of the organization of any mutual fund, and (b
(© whose services to assign a rating or ranking to any mutual fund pﬁset
allocation service are not procured by the promoter, manager, portfolio adviser, pmcipal
distributor or participating dealer of any mutual fund or asset allocation s, & or any
of their affiliates; 4
"net asset value" means the value of the total assets of the %'Stment fund less
the value of the total liabilities of the investment fund, as at a sp&RMC date, determined
in accordance with Part 14 of Regulation 81-106 re/@ng Investment Fund

Continuous Disclosure;

"non-resident sub-adviser" means a persor@&(ding portfolio management

advice (1/

(@  whose principal place of busine§'5%tmtside of Canada,
(b)  that advises a portfolio ad\égm a mutual fund, and

(c) that is not registered &securities legislation in the jurisdiction in which
the portfolio adviser that it adviS(& cated,;

"option" means an aé@ent that provides the holder with the right, but not the

obligation, to do one or RoMe~of the following on terms or at a price established by or
determinable by refe& to the agreement at or by a time established by the

agreement: 2

1. e&ive an amount of cash determinable by reference to a specified
guantity of&) derlying interest of the option.

Purchase a specified quantity of the underlying interest of the option.
3. Sell a specified quantity of the underlying interest of the option;

\: "option on futures” means an option the underlying interest of which is a
standardized future;

"order receipt office” means, for a mutual fund

(@) the principal office of the mutual fund,

10
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(b)  the principal office of the principal distributor of the mutual fund, or

(c) 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,;

"overall rating or ranking” means a rating or ranking of a mutual fund or ‘:?
allocation service that is calculated from standard performance data for one ore
performance measurement periods, which includes the longest period for whieh the
mutual fund or asset allocation service is required under securities @I’aﬁon to
calculate standard performance data, other than the period since the jnception of the
mutual fund; “k

"participating dealer" means a dealer other than the p@al distributor that
distributes securities of a mutual fund: O

"participating fund" means a mutual fund in Whidl/an asset allocation service
permits investment; Q'\

"performance data" means a rating, ranking,l/quotation, discussion or analysis
regarding an aspect of the investment perforna.) *of a mutual fund, an asset allocation
service, a security, an index or a benchmark

"permitted gold certificate" me@certificate representing gold if the gold is

(@) available for delive;&@(:anada, free of charge, to or to the order of the
holder of the certificate, O

(b) ofa minim@@ness of 995 parts per 1,000,

©  held in€2dda,

(d) i '& form of either bars or wafers, and

(S.C. LI&L~c. 46), fully insured against loss and bankruptcy by an insurance company

(e Cj not purchased from a bank listed in Schedule I, 1l or Il of the Bank Act
Iice& nder the laws of Canada or a jurisdiction;

\é "permitted index" means, in relation to a mutual fund, a market index that is
(@) both

0] administered by an organization that is not affiliated with any of the
mutual fund, its manager, its portfolio adviser or its principal distributor, and

11
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(i) available to persons other than the mutual fund, or
(b)  widely recognized and used;

"permitted supranational agency" means the African Development Bank, the
Asian Development Bank, the Caribbean Development Bank, the European Bank for
Reconstruction and Development, the European Investment Bank, the Inter-Amerio%
Development Bank, the International Bank for Reconstruction and Development
International Finance Corporation; (1/

"physical commodity"”, means, in an original or processed state, wﬂ@ﬁcultural
product, forest product, product of the sea, mineral, metal, hydrocarb\&n el product,
precious stone or other gem;

"portfolio adviser" means a person that provides investm advice or portfolio
management services under a contract with the mutual fund t@ith the manager of the
mutual fund,

"portfolio asset" means an asset of a mutual fug,{l/

"pricing date" means, for the sale of a sec(ulﬁy of a mutual fund, the date on
which the net asset value per security of the Mund is calculated for the purpose of
determining the price at which that securityés.' tabe issued;

"principal distributor" means a n through whom securities of a mutual fund
are distributed under an arrangeme@ the mutual fund or its manager that provides

(@ an exclusive rig@t distribute the securities of the mutual fund in a
particular area, or O

(b) a featur t gives or is intended to give the person a material
competitive advant er others in the distribution of the securities of the mutual fund;

"public lﬁatlon" includes, for the purposes of calculating the amount of illiquid
mutual fund, any quotation of a price for a fixed income security made
er-dealer bond market;

rchase" means, in connection with an acquisition of a portfolio asset by a
u&l fund, an acquisition that is the result of a decision made and action taken by the

al fund;
A\

"qualified security means"

(@ an evidence of indebtedness that is issued, or fully and unconditionally
guaranteed as to principal and interest, by

12
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(1) the government of Canada or the government of a jurisdiction,

(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 A "(:?
incorporated or organized under the laws of Canada or of a jurisdiction if, in eit se,
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,

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

"redemption payment date" means, in relation to &gchange-traded mutual
fund that is not in continuous distribution, a date specifiélj(in the prospectus or annual
information form of the exchange-traded mutual fund Ich redemption proceeds are

paid; (1/
"report to securityholders": any repor Yincludes annual or interim financial

statements, or any annual or interim manggedent report of fund performance that is
delivered to securityholders of a mutual @g‘

"restricted security" means %curity, other than a specified derivative, the
resale of which is restricted or li y a representation, undertaking or agreement by
the mutual fund or by the mut d s predecessor in title, or by law;

"sales communica
fund or asset allocati®
distributor, a participeX

@means a communication relating to, and by, a mutual
ervice, its promoter, manager, portfolio adviser, principal
) dealer or a person providing services to any of them, that

%/ to a securityholder of the mutual fund or participant in the asset

alloca 6Q'erwce or

(i) to a person that is not a securityholder of the mutual fund or
%@pant in the asset allocation service, to induce the purchase of securities of the
\m tual fund or the use of the asset allocation service, and
(b) is not contained in any of the following documents of the mutual fund:

1. A prospectus or preliminary or pro forma prospectus.

13
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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.

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

Q
4, A trade confirmation. Q (1/
e
%

S. A statement of account; 4
6. An annual or interim management report of fu ormance;
"short position" means a position held by a mutual fun @t, for

(@) an option, obliges the mutual fund, at the etftion of another, to purchase,
sell, receive or deliver the underlying interest, or, inst%, y or receive cash,

(b) a standardized future or forward contra€t, obliges the mutual fund, at the
election of another, to deliver the underlying i Y or, instead, pay or receive cash,

(c) a call option on futures, obj e mutual fund, at the election of another,
to assume a short position in standar% utures, and

(d) a put option on fut bliges the mutual fund, at the election of another,
to assume a long position in st@ dized futures;

QB a security that, by its terms or the terms of an
accompanying contraci®d\dbligation, entitles or requires the holder to acquire another
security without pa @ of material additional consideration and obliges the issuer of
the special warr &lor the other security to undertake efforts to file a prospectus to
qualify the dis{i/ ion of the other security;

"special warrant”

"speXiffed asset-backed security” means a security that

@ is primarily serviced by the cash flows of a discrete pool of receivables or
otheX financial assets, either fixed or revolving, that by their terms convert into cash
%in a finite time, and any rights or assets designed to assure the servicing or timely
\dl tribution of proceeds to securityholders, and

(b) by its terms entitles an investor in that security to a return of the
investment of that investor at or by a time established by or determinable by reference
to an agreement, except as a result of losses incurred on, or the non-performance of,
the financial assets;

14
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"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

(b) acting solely in respect of transactions in which a person registered in i‘B

category of exempt market dealer in a jurisdiction is permitted to engage; Q’\

"specified derivative" means an instrument, agreement or security, the Warket
price, value or payment obligations of which are derived from, referenced sed on
an underlying interest, other than 4

€) a conventional convertible security, @v
(b)  a specified asset-backed security,
(c)  anindex participation unit, '\(1/
(d)  agovernment or corporate strip bond(I/Q

(e) a capital, equity dividend or inc $hare of a subdivided equity or fixed
income security,

() a conventional warrant %{@n or
(9) a special warrant; &O
"standardized futurecfgans an agreement traded on a futures exchange
pursuant to standardizedoMeitions contained in the by-laws, rules or regulations of the
futures exchange, ang red by a clearing corporation, to do one or more of the
following at a price ~@5 lished by or determinable by reference to the agreement and at
or by a time esta&léed by or determinable by reference to the agreement:
1. %ke or take delivery of the underlying interest of the agreement.
Settle the obligation in cash instead of delivery of the underlying interest;
Q "sub-custodian” means, for a mutual fund, an entity that has been appointed to
® portfolio assets of the mutual fund in accordance with section 6.1 by either the
stodian or a sub-custodian of the mutual fund;

"swap" means an agreement that provides for

(@) an exchange of principal amounts,

15
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(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

(c) 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(‘B

paragraph (b); '\

Q

"synthetic cash" means a position that in aggregate provides the holder wh the
economic equivalent of the return on a banker's acceptance accepted by, Mk listed
in Schedule | of the Bank Act and that consists of 4

(@ a long position in a portfolio of shares and a &h position in a
standardized future of which the underlying interest consists of a & index, if

0] there is a high degree of positive corrélQQn between changes in
the value of the portfolio of shares and changes in the Vfa\tﬁb()f the stock index, and

(i) the ratio between the value @e portfolio of shares and the
standardized future is such that, for any change_in th¥ value of one, a change of similar
magnitude occurs in the value of the other, or(b S

(b) a long position in the ey
unconditionally guaranteed as to pri
Canada or the government of a jurj
of which the underlying interes}&
issuer and same term to matur'C/)l

s of indebtedness issued, or fully and
and interest, by any of the government of
n and a short position in a standardized future
ists of evidences of indebtedness of the same

0] ther 'thigh degree of positive correlation between changes in
the value of the portfglj evidences of indebtedness and changes in the value of the
standardized future

'i)Q he ratio between the value of the evidences of indebtedness and
future is such that, for any change in the value of one, a change of
de occurs in the value of the other;

@ a long position in securities of an issuer and a short position in a
starardized future of which the underlying interest is securities of that issuer, if the
% between the value of the securities of that issuer and the position in the
\9( ndardized future is such that, for any change in the value of one, a change of similar
magnitude occurs in the value of the other;

"underlying interest” means, for a specified derivative, the security, commodity,

financial instrument, currency, interest rate, foreign exchange rate, economic indicator,
index, basket, agreement, benchmark or any other reference, interest or variable, and, if
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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

€) an option, the quantity of the underlying interest of the option posi
multiplied by the market value of one unit of the underlying interest, multlplled |
by the delta of the option,

(b)  a standardized future or forward contract, the quantity of nderlying
interest of the position multiplied by the current market value of g@nelunit of the
underlying interest; or i

(© a swap, the underlying market exposure, Qcalculated under
paragraph (b), for the long position of the mutual fund in the

Decision 2001-C-0209, 1.1; M.O. 2004-02, s. 2; M.OCY005-06, ss. 1, 11 and 12;
M.O. 2006-03, s. 1; M.O. 2008-06, ss. 2 and 13; M.O -13, s. 1; M.O. 2009-05, s. 1;
M.O. 2010-14, s. 1; M.O. 2012-06, s. 1. (1/

1.2. Application O.)Qﬂ
This Regulation applies only to Q‘

(@ a mutual fund that ot&r has offered securities under a prospectus for
so long as the mutual fund rema& eporting issuer; and

(b) a person in reﬁ\,of activities pertaining to a mutual fund referred to in
paragraph (a) or pertaing the filing of a prospectus to which subsection 3.1(1)
applies. @

Decision 2001-(& 1.2; M.O. 2005-06, s. 11; M.O. 2008-06, s. 13; M.O. 2012-06,

s. 38.
In G}gﬁtlon

(1) @ch section, part, class or series of a class of securities of a mutual fund that is
%ble to a separate portfolio of assets is considered to be a separate mutual fund for

oses of this Regulation.
(2) A mutual fund that renews or extends a securities lending, repurchase or reverse
repurchase transaction is entering into a securities lending, repurchase or reverse
repurchase agreement for the purposes of section 2.12, 2.13 or 2.14.
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3) (paragraph repealed).

Decision 2001-C-0209, 1.3; M.O. 2005-06, s. 11; M.O. 2012-06, s. 2.

PART 2 INVESTMENTS

2.1. Concentration Restriction '\(b

(1) A mutual fund shall not purchase a security of an issuer, enter into a Q@(ied
afvér

derivatives transaction or purchase index participation units if, immediatel the
transaction, more than 10% of its net asset value would be invested in se‘;bé@ of any

issuer. ]

(2)  Subsection (1) does not apply to the purchase of any of the& ing:
(@) agovernment security; O
(b)  asecurity issued by a clearing corporation';\ (1/

(c) a security issued by a mutual fund if a@urchase is made in accordance
with the requirements of section 2.5;

)
(d) an index participation unit tha’i(bsecurity of a mutual fund;

(e) an equity security if th hase is made by a fixed portfolio ETF in
accordance with its investment obj .

section, the mutual fund sh each long position in a specified derivative that is held
by the mutual fund for pugO®es other than hedging and for each index participation unit
nsider that it holds directly the underlying interest of that
proportionate share of the securities held by the issuer of the

(3) In determining a muw’s compliance with the restrictions contained in this

held by the mutual f
specified derivative

index participati%

(4) Despi bsection (3), the mutual fund shall not include in the determination
referred jQ\\n)subsection (3) a security or instrument that is a component of, but that
repres ss than 10% of

Q (@) a stock or bond index that is the underlying interest of a specified
\tebv ative; or

(b)  the securities held by the issuer of an index participation unit.
(5) Despite subsection (1), an index mutual fund, the name of which includes the

word “index”, may, in order to satisfy its fundamental investment objectives, purchase a
security, enter into a specified derivatives transaction or purchase index participation
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units if its prospectus contains the disclosure referred to in subsection (5) of Item 6 and
subsection (5) of Item 9 of Part B of Form 81-101F1 Contents of Simplified Prospectus.

Decision 2001-C-0209, 2.1; M.O. 2004-02, s. 3; M.O. 2012-06, s. 3.

2.2. Control Restrictions

N

A mutual fund shall not Q
@) purchase a security of an issuer if, immediately after the purchglé, the
mutual fund would hold securities representing more than 10% of Q)Q A
0] the votes attaching to the outstanding votin ?écurities of that
issuer; or g?‘
(i) the outstanding equity securities of that/ii@y; or
(b) purchase a security for the purpose exercising control over or
management of the issuer of the security. Q

(1.1) Subsection (1) does not apply to the purchaseWf any of the following:
M)

(@) a security issued by a mutuaﬁrb if the purchase is made in accordance

with section 2.5; Q/
(b)  anindex participation&rat is a security of a mutual fund.

(2) If a mutual fund acquir gsecurity of an issuer other than as the result of a
purchase, and the acquisiti ults in the mutual fund exceeding the limits described

in paragraph (1)(a), the mytdef fund shall as quickly as is commercially reasonable, and
in any event no Iate@% days after the acquisition, reduce its holdings of those

securities so that it not hold securities exceeding those limits.

(3) In dete m%ng its compliance with the restrictions contained in this section, a
mutual fun@
assume the conversion of special warrants held by it; and

Q (b)  consider that it holds directly the underlying securities represented by any
&rican depositary receipts held by it.

Decision 2001-C-0209, 2.2; M.O. 2004-02, s. 4; M.O. 2012-06, s. 4.
2.3. Restrictions Concerning Types of Investments

A mutual fund shall not
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(@) purchase real property;
(b) purchase a mortgage, other than a guaranteed mortgage;

(c) purchase a guaranteed mortgage if, immediately after the purchase, more
than 10% of its net asset value would be made up of guaranteed mortgages; '\(b

(d) purchase a gold certificate, other than a permitted gold certificate; Q

(e) purchase gold or a permitted gold certificate if, mmedm@aﬂer the
purchase, more than 10% of its net asset value would be made up of go permitted
gold certificates;

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

(9) purchase, sell or use a specified derivativelther than in compliance with
sections 2.7 to 2.11; Q

(h) purchase, sell or use a specified d&rivgif/e the underlying interest of which
’ iod
0] a physical commodi r than gold, or

(i) a specified de@e of which the underlying interest is a physical
commodity other than gold; or &

0] purchase an ¢§JSt in a loan syndication or loan participation if the
purchase would require t tual fund to assume any responsibilities in administering
the loan in relation to rower.

Decision 2001-0& 2.3;: M.O. 2012-06, s. 5.

2.4. Resty ns Concerning llliquid Assets

(2) Q‘rutual fund shall not purchase an illiquid asset if, immediately after the
pur , more than 10% of its net asset value would be made up of illiquid assets.

% A mutual fund shall not have invested, for a period of 90 days or more, more
\m n 15% of its net asset value in illiquid assets.
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3) If more than 15% of the net asset value of a mutual fund is made up of illiquid
assets, the mutual fund shall, as quickly as is commercially reasonable, take all
necessary steps to reduce the percentage of its net asset value made up of illiquid
assets to 15% or less.

Decision 2001-C-0209, 2.4; M.O. 2012-06, s. 6.

N

2.5. Investments in Other Mutual Funds Q

(1) For the purposes of this section, a mutual fund is considered to be hoMing a
security of another mutual fund if it is maintaining a position in a specifie )Vative for
which the underlying interest is a security of the other mutual fund. 4

(2) A mutual fund that wishes to purchase and hold securities o er mutual fund
may do so only if

(@) the other mutual fund is subject to this Re@qgon and offers or has
offered securities under a simplified prospectus in accofOance with Regulation 81-101
respecting Mutual Fund Prospectus Disclosure (c. V-1&, 8);

(b) at the time of the purchase of that secumty, the other mutual fund holds no
more than 10% of its net asset value in securi pother mutual funds;

(c) the mutual fund and the @‘mutual fund are reporting issuers in the
local jurisdiction; %Q/

(d) no management f Q incentive fees are payable by the mutual fund
that, to a reasonable person, v@l duplicate a fee payable by the other mutual fund for
the same service, O

(e) no sale or redemption fees are payable by the mutual fund in
relation to its purchg or redemptions of the securities of the other mutual fund if the

other mutual fu managed by the manager or an affiliate or associate of the
manager of tré/ tual fund; and

() C)uo sales fees or redemption fees are payable by the mutual fund in

relatiopd s purchases or redemptions of securities of the other mutual fund that, to a
rea& Jle person, would duplicate a fee payable by an investor in the mutual fund.

@ Paragraphs (2)(a) and (c) do not apply if the security is
(@) anindex participation unit issued by a mutual fund; or

(b) issued by another mutual fund established with the approval of the
government of a foreign jurisdiction and the only means by which the foreign jurisdiction
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permits investment in the securities of issuers of that foreign jurisdiction is through that
type of mutual fund.

4) Paragraph (2)(b) does not apply if the other mutual fund
(@) is an clone fund; or
0] of a money market fund; or (1/

4
(i) that are index participation units issued by a mutuaij(rh

(b) purchases or holds securities

(5) Paragraphs (2)(e) and (f) do not apply to brokerage f curred for the
purchase or sale of an index participation unit issued by a mutual&.

(6) A mutual fund that holds securities of another mutuaVﬁq@that iIs managed by the
same manager or an affiliate or associate of the manag{l/

(@  shall not vote any of those securities; a@

(b) may, if the manager so choose hge for all of the securities it holds of
the other mutual fund to be voted by the phenelcial holders of securities of the mutual
fund. &

(7)  The mutual fund conflict of&st investment restrictions and the mutual fund
conflict of interest reporting rg% ments do not apply to a mutual fund which

purchases or holds securities other mutual fund, if the purchase or transaction is
made in accordance with thj ion

Decision 2001-C-0206@M.O. 2004-02, s. 5; M.O. 2012-06, s. 6.

2.6. Investme&@'&ctices

A mg)und shall not

& borrow cash or provide a security interest over any of its portfolio assets
unl

0] the transaction is a temporary measure to accommodate requests

\9 the redemption of securities of the mutual fund while the mutual fund effects an

orderly liquidation of portfolio assets, or to permit the mutual fund to settle portfolio

transactions and, after giving effect to all transactions undertaken under this

subparagraph, the outstanding amount of all borrowings of the mutual fund does not
exceed 5% of its net asset value at the time of the borrowing;
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(i) the security interest is required to enable the mutual fund to effect a
specified derivative transaction or short sale of securities under this Instrument, is made
in accordance with industry practice for that type of transaction and relates only to
obligations arising under the particular specified derivatives transaction or short sale;

(i) the security interest secures a claim for the fees and expenses of
the custodian or a sub-custodian of the mutual fund for services rendered in t
capacity as permitted by subsection 6.4(3); or Q’\

(iv) in the case of an exchange-traded mutual fund that is Wot in
continuous distribution, the transaction is to finance the acquisition %‘portfolio
securities and the outstanding amount of all borrowings is repaid oni(e sing of its
initial public offering;

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

(c) sell securities short, other than in complianc&@% section 2.6.1, unless
permitted by section 2.7 or 2.8; '\(1/

(d) purchase a security, other than a sp‘a}%ed derivative, that by its terms
may require the mutual fund to make a contributior¥in addition to the payment of the
purchase price; S

(e) engage in the business Qu'nderwrltlng, or marketing to the public,
securities of any other issuer, Q/

0] lend cash or portfoK@ets other than cash;
(9) guarantee ser{&g or obligations of a person; or

(h) purchaseg @uﬂties other than through market facilities through which
these securities ar ally bought and sold unless the purchase price approximates
the prevailing m @'\'prlce or the parties are at arm’s length in connection with the
transaction

Decision é‘O;-%-OZOQ, 2.6; M.O. 2005-06, s. 11; M.O. 2008-06, s. 13; M.O. 2012-06, s.

6.

2 6& Short Sales

\SL; A mutual fund may sell a security short if

(@) the security sold short is sold for cash;

(b) the security sold short is not any of the following:
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(1) a security that the mutual fund is otherwise not permitted by
securities legislation to purchase at the time of the short sale transaction;

(i) an illiquid asset;

(i)  a security of an investment fund other than an index participation
unit; and '\(b

(© at the time the mutual fund sells the security short (19

(1) the mutual fund has borrowed or arranged to bg:b@"\from a
borrowing agent the security that is to be sold under the short sale; 4

(i) the aggregate market value of all securities V’he issuer of the
securities sold short by the mutual fund does not exceed 5% of net asset value of
the mutual fund; and O

(i)  the aggregate market value of all sedlyities sold short by the mutual
fund does not exceed 20% of the net asset value of t ual fund.

(2) A mutual fund that sells securities short mus(tlfold cash cover in an amount that,

together with portfolio assets deposited with iNg agents as security in connection
with short sales of securities by the mutyal d, is at least 150% of the aggregate
market value of all securities sold shor e mutual fund on a daily mark-to-market

basis. @

(3) A mutual fund must not,ge he cash from a short sale to enter into a long
position in a security, other tha@ curity that qualifies as cash cover.

M.O. 2012-06, s. 6. O

2.7. Transaction @ Specified Derivatives for Hedging and Non-hedging
Purposes Q*

@ A m%%)und must not purchase an option or a debt-like security or enter into a
0

swap or ard contract unless, at the time of the transaction, any of the following
apply:
E (@) in the case of an option, the option is a clearing corporation option;
\ (b) the option, debt-like security, swap or contract, has an approved credit
rating;

(c) the equivalent debt of the counterparty, or of a person or company that
has fully and unconditionally guaranteed the obligations of the counterparty in respect of
the option, debt-like security, swap or contract, has an approved credit rating.
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(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. '\(b

3) Despite any other provisions contained in this Part, a mutual fund may into
a trade to close out all or part of a position in a specified derivative, in which cage the
cash cover held to cover the underlying market exposure of the part of th fiion that
is closed out may be released. 4

(4)  The mark-to-market value of the exposure of a mutual fun Wer its specified
derivatives positions with any one counterparty other than a&ceptable clearing
corporation or a clearing corporation that clears and settle@nsactions made on a
futures exchange listed in Appendix A, calculated in acc ce with subsection (5),
shall not exceed, for a period of 30 days or more, 10% pf the net asset value of the
mutual fund. Q

(5) The mark-to-market value of specified derivmq(es positions of a mutual fund with
any one counterparty shall be, for the purposqsb bsection (4),

@) if the mutual fund has an ment with the counterparty that provides
for netting or the right of set-off, et mark-to-market value of the specified
derivatives positions of the mutual nd

(b) in all other case % aggregated mark-to-market value of the specified
derivative positions of the und.

Decision 2001-C-0206@M.O. 2008-06, s. 13; M.O. 2012-06, s. 7.
2.8. Transacti& m Specified Derivatives for Purposes Other than Hedging
Am

nd shall not

(1)

mediately after the purchase, not more than 10% of its net asset value would

ﬁ* purchase a debt-like security that has an options component or an option,
unl
b %de up of those instruments held for purposes other than hedging;

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

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

(i)  a combination of the positions referred to in subparagraphs(%
and (ii) that is sufficient, without recourse to other assets of the mutual fund, to Bﬁl
the mutual fund to satisfy its obligations to deliver the underlying interest of the Q@

(© write a put option, or have outstanding a written put option,@is not an
option on futures, unless, as long as the position remains open, the m% d holds

0] a right or obligation, exercisable at any tim %t the option is
exercisable, to sell an equivalent quantity of the underlying inteéof the option, and
cash cover in an amount that, together with margin on ac for the position, is not
less than the amount, if any, by which the strike price of tl‘g\ tion exceeds the strike
price of the right or obligation to sell the underlying mtereﬁl/

(i) cash cover that, together Wltrz@rgln on account for the option

position, is not less than the strike price of the o&tion, r

)

(i)  a combination of the ghions referred to in subparagraphs (i)

and (i) that is sufficient, without recour ther assets of the mutual fund, to enable
the mutual fund to acquire the underl@nerest of the option;

(d) open or maintam& g position in a debt-like security that has a
component that is a long pos@g n a forward contract, or in a standardized future or
forward contract, unless th al fund holds cash cover in an amount that, together
with margin on account fag the’specified derivative and the market value of the specified
derivative, is not Ies , on a daily mark-to-market basis, the underlying market
exposure of the sp gl derivative;

(e) p& or maintain a short position in a standardized future or forward
contract, urg)he mutual fund holds

Q‘ (1) an equivalent quantity of the underlying interest of the future or
con&@

ﬁ (i) a right or obligation to acquire an equivalent quantity of the

derlying interest of the future or contract 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 forward price of the
contract, 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 deliver the underlying interest of the future or contract; or

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

4
(i) for periods when the mutual fund would be re ufrhll to make
payments under the swap, the mutual fund holds “t

(A) an equivalent quantity of the underlyin&rest of the swap,

(B) aright or obligation to acquire aﬁ\QJivalent quantity of the
underlying interest of the swap and cash cover that, togeer with margin on account for

the position, is not less than the aggregate amount 06 ligations of the mutual fund
under the swap, or (1/
(C) a combination of Positions referred to in clauses (A)

and (B) that is sufficient, without recourse jQ otder assets of the mutual fund, to enable
the mutual fund to satisfy its obligations% the swap.

(2) A mutual fund shall treat ani@etic cash position on any date as providing the
cash cover equal to the notiona\j cipal value of a banker's acceptance then being
accepted by a bank listed in edule | of the Bank Act (S.C. 1991, c. 46) that would
produce the same annualiz@m as the synthetic cash position is then producing.

Decision 2001-C-0206@M.O. 2012-06, s. 8.
2.9. Transacti& m Specified Derivatives for Hedging Purposes
Sect] @.1, 2.2, 2.4 and 2.8 do not apply to the use of specified derivatives by a
mutual f ﬁ‘gr hedging purposes.
%%09, 2.9.
@. Adviser Requirements

(1) If a portfolio adviser of a mutual fund receives advice from a non-resident sub-
adviser concerning the use of options or standardized futures by the mutual fund, the
mutual fund shall not invest in or use options or standardized futures unless
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(@) 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

0] to exercise the powers and discharge the duties of its o;f\its

honestly, in good faith and in the best interests of the mutual fund, and Q

(i) to exercise the degree of care, diligence and skill that a_reasehably
prudent person would exercise in the circumstances. (b S
(2) A mutual fund shall not relieve a portfolio adviser of the mutu d from liability

for loss for which the portfolio adviser has assumed nsibility under
paragraph (1)(b) that arises out of the failure of the relevant non-r@ént sub-adviser

(@) to exercise the powers and discharge the dutﬁ\scgf its office honestly, in
good faith and in the best interests of the mutual fund, o'r\(ll

(b)  to exercise the degree of care, dilp&e and skill that a reasonably
prudent person would exercise in the circumstances.

M)
3) Despite subsection 4.4(3), a mut I(bnd may indemnify a portfolio adviser
against legal fees, judgments and amo id in settlement, actually and reasonably
incurred by that person in connectig %h services provided by a non-resident sub-
adviser for which the portfol@ viser has assumed responsibility under
paragraph (1)(b), only if

(@) those fees, jUéJnts and amounts were not incurred as a result of a
breach of the standard of& described in subsection (1) or (2); and

inaction that cau payment of the fees, judgments and amounts paid in settlement
was in the be%i( rests of the mutual fund.

(b) the §® fund has reasonable grounds to believe that the action or

al fund shall not incur the cost of any portion of liability insurance that
rson for a liability except to the extent that the person may be indemnified
for& ility under this section.

@cision 2001-C-0209, 2.10: M.O. 2008-06, s. 13.
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2.11. Commencement of Use of Specified Derivatives and Short Selling by a
Mutual Fund

(1) A mutual fund that has not used specified derivatives must not begin using
specified derivatives, and a mutual fund that has not sold a security short in accordance
with section 2.6.1 must not sell a security short unless

@) its prospectus contains the disclosure required for a mutual fund mtt@nrg
to engage in the activity; and

(b)  the mutual fund has provided to its securityholders, not Iess(.gi@ﬂso days
before it begins the intended activity, written notice that discloses its in engage in
the activity and the disclosure required for mutual funds intendin T&engage in the
activity. b‘

(2) A mutual fund is not required to provide the notice ref , to in paragraph (1)(b)
if each prospectus of the mutual fund since its |ncept|on ntained the disclosure
referred to in paragraph (1)(a).

Decision 2001-C-0209, 2.11; M.O. 2012-06, s. 10. (19

2.12. Securities Loans (b S
(1) Despite any other provision of t '%gulation, a mutual fund may enter into a
securities lending transaction as len e following conditions are satisfied for the

transaction O
1. The transaction i@ninistered and supervised in the manner required by
sections 2.15 and 2.16. O

2. The tra n is made under a written agreement that implements the
requirements of thi ion.

3. e&ritles are loaned by the mutual fund in exchange for collateral.

4. CJ e securities transferred, either by the mutual fund or to the mutual fund

N, as part of the transaction are immediately available for good delivery under
legislation.

§ 5. The collateral to be delivered to the mutual fund at the beginning of the
nsaction

(@) is received by the mutual fund either before or at the same time as
it delivers the loaned securities; and
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(b) has a market value equal to at least 102% of the market value of
the loaned securities.

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

(c) securities that are immediately convertible into, or excha(nlfeable
for, securities of the same issuer, class or type, and the same term, if apph 8, as the
securities that are being loaned by the mutual fund, and in at least the number as
those loaned by the mutual fund; or i

(d) irrevocable letters of credit issued by &anadian financial
institution that is not the counterparty, or an affiliate of the @terparty, of the mutual
fund in the transaction, if evidences of indebtedness of the & dian financial institution
that are rated as short term debt by an approved credi) rating organization have an

approved credit rating. Q
7. The collateral and loaned securitiesVare marked to market on each
business day, and the amount of collateral A & possession of the mutual fund is

adjusted on each business day to ensure jRat the market value of collateral maintained
by the mutual fund in connection with nsaction is at least 102% of the market
value of the loaned securities.

8. If an event of defaygh a borrower occurs, the mutual fund, in addition to
any other remedy available u e agreement or applicable law, has the right under
the agreement to retain an@se of the collateral to the extent necessary to satisfy
its claims under the agre

equal to and a
made, on the | a

er is required to pay promptly to the mutual fund amounts
ensation for all dividends and interest paid, and all distributions
securities during the term of the transaction.
10Q CJ e transaction is a "securities lending arrangement” under section 260 of
the IT

11. The mutual fund is entitled to terminate the transaction at any time and
@II the loaned securities within the normal and customary settlement period for
curities lending transactions in the market in which the securities are lent.

12. Immediately after the mutual fund enters into the transaction, the
aggregate market value of all securities loaned by the mutual fund in securities lending
transactions and not yet returned to it or sold by the mutual fund in repurchase
transactions under section 2.13 and not yet repurchased does not exceed 50% of the
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total assets of the mutual fund, and for such purposes collateral held by the mutual fund
for the loaned securities and cash held by the mutual fund for the sold securities shall
not be included in total assets.

(2) 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

(@ qualified securities having a remaining term to maturity no @:Q

than 90 days; (1/

(b) securities under a reverse repurchase agreement P@med by
section 2.14; or 4

(c) a combination of the securities referred to in paragra and (b).

(3) A mutual fund, during the term of a securities lendin saction, shall hold all,
and shall not invest or dispose of any, non-cash collateral Ered to it as collateral in

the transaction.
N4

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

2.13. Repurchase Transactions (b S

(1) Despite any other provision of t 'é%'egulation, a mutual fund may enter into a
repurchase transaction if the followin% itions are satisfied for the transaction:

1. The transaction is &@istered and supervised in the manner required by
sections 2.15 and 2.16. O

requirements of this seR

2. The transagon made under a written agreement that implements the
3. Se are sold for cash by the mutual fund, with the mutual fund
assuming an % tion to repurchase the securities for cash.

4. CJ e securities transferred by the mutual fund as part of the transaction are
imme@available for good delivery under applicable legislation.

5 The cash to be delivered to the mutual fund at the beginning of the

@saction
@) is received by the mutual fund either before or at the same time as
it delivers the sold securities; and

(b) is in an amount equal to at least 102% of the market value of the
sold securities.
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6. The sold securities are marked to market on each business day, and the
amount of sale proceeds in the possession of the mutual fund is adjusted on each
business 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 addig
any other remedy available under the agreement or applicable law, has the rlg
the agreement to retain or dispose of the sale proceeds delivered to it by the pu aser

to the extent necessary to satisfy its claims under the agreement. (b S

8. The purchaser of the securities is required to pay pro to the mutual
fund amounts equal to and as compensation for all dividends and ¢ st paid, and all
distributions made, on the sold securities during the term of the tr%ction.

9. The transaction is a "securities lending arran Qt under section 260 of
the ITA.

10. The term of the repurchase agreemajﬁefore any extension or renewal
that requires the consent of both the mutual fundand the purchaser, is not more
than 30 days. Q)Q S

11. Immediately after the @1' fund enters into the transaction, the
aggregate market value of all securiti r%&med by the mutual fund in securities lending
transactions under section 2.12 an&yet returned to it or sold by the mutual fund in
repurchase transactions and ng\) repurchased does not exceed 50% of the total

uch purposes collateral held by the mutual fund for

assets of the mutual fund, an
the loaned securities and t h held by the mutual fund for the sold securities shall
not be included in total asge

a repurchase tra *on or may use the cash to purchase

(2) A mutual fung@y hold cash delivered to it as consideration for sold securities in

€) lified securities having a remaining term to maturity no longer
than 30

securities under a reverse repurchase agreement permitted by

s§ch 2.14; or

a combination of the securities referred to in paragraphs (a) and (b).

Decision 2001-C-0209, 2.13; M.O. 2005-06, s. 11.
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2.14. Reverse Repurchase Transactions

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

1. The transaction is administered and supervised in the manner required%
sections 2.15 and 2.16. Q’\

2. The transaction is made under a written agreement that implem‘elfs the
requirements of this section. (b A

3. Qualified securities are purchased for cash by the m tUAkfund, with the
mutual fund assuming the obligation to resell them for cash. &“

4. The securities transferred as part of the tr r@:tion are immediately
available for good delivery under applicable legislation. '{

5. The securities to be delivered to the n‘@illfund at the beginning of the

transaction (1/

(@) are received by the mut and either before or at the same time
as it delivers the cash used by it to purchaat e securities; and

(b) have a market v %qual to at least 102% of the cash paid for the
securities by the mutual fund. O

6. The purchased UMties are marked to market on each business day,
and either the amount of &paid for the purchased securities or the amount of
purchased securities in tRe Ygssession of the seller or the mutual fund is adjusted on
each business day to e that the market value of purchased securities held by the
mutual fund in con with the transaction is not less than 102% of the cash paid by

the mutual fund.

event of default by a seller occurs, the mutual fund, in addition to any
available in the agreement or applicable law, has the right under the
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9. The term of the reverse repurchase agreement, before any extension or
renewal that requires the consent of both the seller and the mutual fund, is not more
than 30 days.

Decision 2001-C-0209, 2.14; M.O. 2005-06, s. 11.

2.15. Agent for Securities Lending, Repurchase and Reverse Repurchass
Transactions Q

(1) The manager of a mutual fund shall appoint an agent or agents to act onMehalf
of the mutual fund in administering the securities lending and repurchas?b%mactions
entered into by the mutual fund. 4

(2)  The manager of a mutual fund may appoint an agent or age act on behalf of
the mutual fund to administer the reverse repurchase transactio ntered into by the

mutual fund.
&O

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

(4) The manager of a mutual fund shall not aMthorize an agent to enter into a
securities lending, repurchase or, if applic feverse repurchase transactions on
behalf of the mutual fund until the ageni enters into a written agreement with the
manager and the mutual fund in which &‘

(@  the mutual fund andm nager provide instructions to the agent on the
parameters to be followed in ng into the type of transactions to which the
agreement pertains; O

(b)  the agent agr to comply with this Regulation, accepts the standard of
care referred to in su @n (5) and agrees to ensure that all transactions entered into
by it on behalf of th ual fund will comply with this Regulation; and

(c) gent agrees to provide to the mutual fund and the manager regular,
comprehensgi nd timely reports summarizing the mutual fund's securities lending,
repurcha reverse repurchase transactions, as applicable.

(5) @ agent appointed under this section, in administering the securities lending,

S(chase and, if applicable, reverse repurchase transactions of the mutual fund shall

§rcise the degree of care, diligence and skill that a reasonably prudent person would
ercise in the circumstances.

Decision 2001-C-0209, 2.15; M.O. 2005-06, s. 11.
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2.16. Controls and Records

(1) A mutual fund 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
section 2.15, the manager has reasonable grounds to believe that the agent
established and maintains appropriate internal controls and procedures and re

and ‘.1/

(b) for reverse repurchase transactions directly entered into & mutual
fund without an agent, the manager has established and maintains ap te internal
controls, procedures and records.

(2)  The internal controls, procedures and records referred to@.ubsectlon (1) shall
include

@) a list of approved borrowers, purchasers #\d sellers based on generally
accepted creditworthiness standards; Q

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

(© collateral diversification stan gb

3) The manager of a mutual fun @%U’ on a periodic basis not less frequently than

annually, O
@) review the agre ,gﬁs with any agent appointed under section 2.15 to
determine if the agreement fh compliance with this Regulation;

(b) review th&Nternal controls described in subsection (2) to ensure their
continued adequac é appropriateness;

(c) reasonable enquiries as to whether the agent is administering the
securities | , repurchase or reverse repurchase transactions of the mutual fund in
a comp t and responsible manner, in conformity with the requirements of this
nd in conformity with the agreement between the agent, the manager and
fund entered into under subsection 2.15(4);

a

§ (d) review the terms of any agreement between the mutual fund and an agent

tered into under subsection 2.15(4) in order to determine if the instructions provided
to the agent in connection with the securities lending, repurchase or reverse repurchase
transactions of the mutual fund continue to be appropriate; and

(e) make or cause to be made any changes that may be necessary to ensure
that
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0] the agreements with agents are in compliance with this Regulation,

(i) the internal controls described in subsection (2) are adequate and
appropriate,

(i)  the securities lending, repurchase or reverse repurcha?
transactions of the mutual fund are administered in the manner describ&‘\'

paragraph (c), and (1/

(iv) the terms of each agreement between the mutual “and an
agent entered into under subsection 2.15(4) are appropriate. 4
Decision 2001-C-0209, 2.16; M.O. 2005-06, s. 11. ?‘

2.17. Commencement of Securities Lending, Re L@]ase and Reverse
Repurchase Transactions by a Mutual Fund ’K

(1) A mutual fund shall not enter into securitie&aﬁng, repurchase or reverse
repurchase transactions unless

@) its prospectus contains the dis?@é required for mutual funds entering
into those types of transactions; and

(b) the mutual fund has proy to its securityholders, not less than 60 days
before it begins entering into those of transactions, written notice that discloses its
intent to begin entering into tho s of transactions and the disclosure required for
mutual funds entering into tho@es of transactions.

(2) Paragraph (1)(b) e()mt apply to a mutual fund that has entered into reverse
repurchase agreeme ermitted by a decision of the securities regulatory authority
or regulator.

(3) ParagrgpM{1)(b) does not apply if each prospectus of the mutual fund since its
inception ¢ s the disclosure referred to in paragraph (1)(a).

Decisi 1-C-0209, 2.17; M.O. 2004-02, s. 6; M.O. 2012-06, s. 38.
2 1& Money Market Fund

\: (1) A mutual fund must not describe itself as a “money market fund” in its
prospectus, a continuous disclosure document or a sales communication unless

€)) it has all of its assets invested in one or more of the following:

0] cash;
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(i) cash equivalents;

(i)  an evidence of indebtedness that has a remaining term to
maturity of 365 days or less and an approved credit rating;

(iv)  afloating rate evidence of indebtedness if '\(b

(A) the floating interest rate is reset no Iap&ﬂan

)

(B) the principal amount of the indebtedn§s&)ill continue

every 185 days, and

to have a market value of approximately par at the time of each cha the rate to be
paid to the holders of the evidence of indebtedness, or

(v) securities issued by one or more/{@y market funds;
(b) it has a portfolio of assets, excl:ﬁ'ng a security described in

subparagraph (a)(v) with a dollar-weighted average t maturity not exceeding
0] 180 days, and (1/

(i) 90 days when Iated on the basis that the term of a
floating rate obligation is the period rem Qg’to the date of the next rate setting;

(c) not less than& of its assets invested in accordance with
paragraph (a) are denominated K rrency in which the net asset value per security of
the mutual fund is calculated, @

(d) it ha Qess than

O 5% of its assets invested in cash or readily convertible into
cash within one d

(i) 15% of its assets invested in cash or readily convertible into
cash withj week.

Despite any other provision of this Regulation, a mutual fund that
S |bes itself as a “money market fund” must not use a specified derivative or sell
émtles short.

M.O. 2012-06, s. 11.
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PART 3 NEW MUTUAL FUNDS

3.1. Initial Investment in a New Mutual Fund

(2) No person shall file a prospectus for a newly established mutual fund unless

(@) an investment of at least $150,000 in securities of the mutual fund
been made, and those securities are beneficially owned, before the time of filing bg\

0] the manager, a portfolio adviser, a promoter or a sponsor¥f the

mutual fund, (b A
(i) the partners, directors, officers or securityhol of any of the
manager, a portfolio adviser, a promoter or a sponsor of the mutual . or

(i)  a combination of the persons referred tg @paragraphs () and (ii);

o &

(b) the prospectus of the mutual fund state hsuqtﬁe mutual fund will not issue
securities other than those referred to in paragraphﬁ%nless subscriptions aggregating
not less than $500,000 have been received by the m#fual fund from investors other than
the persons referred to in paragraph (a) and ted by the mutual fund.

(2) A mutual fund shall not redee curity issued upon an investment in the
mutual fund referred to in paragrap, a) until $500,000 has been received from
persons other than the persons ref o0 in paragraph (1)(a).

Decision 2001-C-0209, 3.1; M 08-06, ss. 3 and 13; M.O. 2012-06, s. 38.
3.2.  Prohibition Agai t@trlbutlon
paragraph 3.1(1) e mutual fund shall not distribute any securities unless the

subscriptions deXcribed in that disclosure, together with payment for the securities
subscribed ve been received.

If a prospg@ of a mutual fund contains the disclosure described in

Decisi 1-C-0209, 3.2; M.O. 2012-06, s. 38.
3 BQ Prohibition Against Reimbursement of Organization Costs

\SL; None of the costs of incorporation, formation or initial organization of a mutual
fund, or of the preparation and filing of any of the preliminary prospectus, preliminary

annual information form, initial prospectus or annual information form of the mutual fund
shall be borne by the mutual fund or its securityholders.
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(2)  Subsection (1) does not apply to an exchange-traded mutual fund unless the
fund is in continuous distribution.

Decision 2001-C-0209, 3.3; M.O. 2010-14, s. 2; M.O. 2012-06, s. 12.

PART 4 CONFLICTS OF INTEREST

N

4.1. Prohibited Investments Q

(1) A dealer managed mutual fund shall not knowingly make an investmeM in a
class of securities of an issuer during, or for 60 days after, the period in whi dealer
manager of the mutual fund, or an associate or affiliate of the dealer ger of the
mutual fund, acts as an underwriter in the distribution of securiti that class of
securities, except as a member of the selling group distributin 0 or less of the
securities underwritten. @

(2) A dealer managed mutual fund shall not knowmg ge an investment in a
class of securities of an issuer of which a partner, dlre r, officer or employee of the
dealer manager of the mutual fund, or a partner, d@ , Officer or employee of an
affiliate or associate of the dealer manager, is a r, dlrector or officer, unless the
partner, director, officer or employee

(@) does not participate in the fggmuwation of investment decisions made on
behalf of the dealer managed mutual fu@~

(b)  does not have acceﬁore implementation to information concerning
investment decisions made on b f the dealer managed mutual fund; and

(© does not infléJ, other than through research, statistical and other
reports generally availab clients, the investment decisions made on behalf of the
dealer managed mutu

3) Subsectio Qi-) and (2) do not apply to an investment in a class of securities
issued or full d unconditionally guaranteed by the government of Canada or the
governmen jurisdiction.

4) ction (1) does not apply to an investment in a class of securities of an
iss t the time of each investment

§ (@) the independent review committee of the dealer managed mutual fund has
proved the transaction under subsection 5.2(2) of Regulation 81-107 respecting
Independent Review Committee for Investment Funds (c. V-1.1, r. 43);

(b) in a class of debt securities of an issuer other than a class of securities

referred to in subsection (3), the security has been given, and continues to have, an
approved rating by an approved credit rating organization;
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(c) in any other class of securities of an issuer,

0] the distribution of the securities is made by prospectus filed with
one or more securities regulatory authorities or regulators in Canada, and;

(i) during the 60-day period referred to in subsection (1)
investment in the securities is made on an exchange on which these securiti
listed and traded; and ({/6

(d) no later than the time the dealer managed mutual fund fi Q$ annual
financial statements, the manager of the dealer managed mutualy fugh files the
particulars of each investment made by the dealer managed mutual f, uring its most
recently completed financial year. %‘

(4.1) In paragraph (4)(b), “approved rating” has the ng ascribed to it in
Regulation 44-101 respecting Short Form Prospectus Distri& s (c. V-1.1,r. 16).

Appendix C do not apply with respect to an inve t in a class of securities of an
issuer referred to in subsection (4) if the investmer®'is made in accordance with that
subsection. (b S

(5) The corresponding provisions contained inii;@zlfes legislation referred to in

Decision 2001-C-0209, 4.1; M.O. 2006-@.‘2; M.O. 2012-06, s. 13.

4.2. Self-Dealing O@

(1) A mutual fund shall not @c ase a security from, sell a security to, or enter into a
securities lending, repurch reverse repurchase transaction under section 2.12,
2.13 or 2.14 with, any of tQe Yeflowing persons:

1. The er, portfolio adviser or trustee of the mutual fund.
2. tner, director or officer of the mutual fund or of the manager, portfolio
adviser or tg, of the mutual fund.
8‘ An associate or affiliate of a person referred to in paragraph 1 or 2.
Q 4. A person, having fewer than 100 securityholders of record, of which a
gner, director or officer of the mutual fund or a partner, director or officer of the
n

ager or portfolio adviser of the mutual fund is a partner, director, officer or
securityholder.
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(2)  Subsection (1) applies in the case of a sale of a security to, or a purchase of a
security from, a mutual fund only if the person that would be selling to, or purchasing
from, the mutual fund would be doing so as principal.

Decision 2001-C-0209, 4.2; M.O. 2008-06, s. 13.

4.3. Exception
N

Q) Section 4.2 does not apply to a purchase or sale of a security by a mutu@@d if
the price payable for the security is
4

(@) not more than the ask price of the security as reported ay%ﬂy available
public quotation in common use, in the case of a purchase by the muv und; or

(b) not less than the bid price of the security as rep by any available
public quotation in common use, in the case of a sale by the | fund.

(2)  Section 4.2 does not apply to a purchase or sale o(}class of debt securities by a
mutual fund from, or to, another mutual fund man @&, y the same manager or an
affiliate of the manager, if, at the time of the transaqﬁ%

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

transaction under subsection of Regulation 81-107 respecting Independent

(b)  the independent rg\ﬂé&mmittee of the mutual fund has approved the
Review Committee for Investn@ unds;

(c) the transa 'oQompIies with subsection 6.1(2) of Regulation 81-107
respecting Independe iew Committee for Investment Funds.

Decision 2001-C . 4.3; M.O. 2006-03, s. 3.
4.4. Liabjl nd Indemnification
mut nd shall provide that the manager is responsible for any loss that arises out of

the Wilure of the manager, or of any person retained by the manager or the mutual fund
\ ischarge any of the manager's responsibilities to the mutual fund,

(2) angreement or declaration of trust by which a person acts as manager of a

(@) 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

(b) to exercise the degree of care, diligence and skill that a reasonably
prudent person would exercise in the circumstances.
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(2) A mutual fund shall not relieve the manager of the mutual fund from liability for
loss that arises out of the failure of the manager, or of any person retained by the
manager or the mutual fund to discharge any of the manager's responsibilities to the
mutual fund,

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

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

(3) A mutual fund may indemnify a person providing services to i a'g‘au'nst legal fees,
judgments and amounts paid in settlement, actually and reason curred by that
person in connection with services provided by that person to the al fund, if

(@) those fees, judgments and amounts were n(f\@urred as a result of a
breach of the standard of care described in subsection gl\m (2); and

(b)  the mutual fund has reasonable gr & to believe that the action or
inaction that caused the payment of the fees, judgme¥ts and amounts paid in settlement
was in the best interests of the mutual fund. (56 S

insures a person for a liability except extent that the person may be indemnified

(4) A mutual fund shall not incur th Qst of any portion of liability insurance that
for that liability under this section. O@e

(5) This section does not appl@ ny losses to a mutual fund or securityholder arising
out of an action or inaction

(@) a directcb@e mutual fund; or

(b) a @dian or sub-custodian of the mutual fund, except as set out in
subsection (6) %I(

(6) Thi tion applies to any losses to a mutual fund or securityholder arising out
of an or inaction by a custodian or sub-custodian acting as agent of the mutual
fun administering the securities lending, repurchase or reverse repurchase
tr&%ctions of the mutual fund.

Wecision 2001-C-0209, 4.4: M.O. 2008-06, s. 13.
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PART 5 FUNDAMENTAL CHANGES
5.1. Matters Requiring Securityholder Approval

The prior approval of the securityholders of a mutual fund, given as provided in
section 5.2, is required before

(@) the basis of the calculation of a fee or expense that is charged&
mutual fund or directly to its securityholders by the mutual fund or its ma
connection with the holding of securities of the mutual fund is changed in_a W that
could result in an increase in charges to the mutual fund or to its securityh )

(a.1) a new fee or expense, to be charged to the mutual fu directly to its
securityholders by the mutual fund or its manager in connectio %ﬂ the holding of
securities of the mutual fund that could result in an increase in @ges to the mutual
fund or to its securityholders, is established;

(b)  the manager of the mutual fund is changedfnless the new manager is an
affiliate of the current manager, Q

(© the fundamental investment objectives #f the mutual fund are changed;
M)

(d) (paragraph revoked); (b

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

() the mutual fund @rtakes a reorganization with, or transfers its assets
to, another mutual fund, if

0] %@tual fund ceases to continue after the reorganization or

transfer of assets,

ihe transaction results in the securityholders of the mutual fund
becoming s holders in the other mutual fund; or

the mutual fund undertakes a reorganization with, or acquires assets from,
ano utual fund, if

x% 0] the mutual fund continues after the reorganization or acquisition of
ets,

(i) the transaction results in the securityholders of the other mutual
fund becoming securityholders in the mutual fund, and
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(i) the transaction would be a material change to the mutual fund.

Decision 2001-C-0209, 5.1; M.O. 2004-02, s. 7; M.O. 2005-06, s. 2; M.O. 2006-03, s. 4.
5.2.  Approval of Securityholders

(2) Unless a greater majority is required by the constating documents of the mut
fund, the laws applicable to the mutual fund or an applicable agreement, the appr B\
the securityholders of the mutual fund to a matter referred to in section 5.1 gﬁ be
given by a resolution passed by at least a majority of the votes cast at a meeting/f the
securityholders of the mutual fund duly called and held to consider the ma A

(2) Despite subsection (1), the holders of securities of a class or Gr‘es of a class of
securities of a mutual fund shall vote separately as a class or sa{&6 of a class on a
matter referred to in section 5.1 if that class or series of a class i cted by the action
referred to in section 5.1 in a manner different from holders o @urities of other classes
or series of a class. /<

the mutual fund so provide, the holders of securitj a class or series of a class of
securities of a mutual fund shall not be entitled t¥ vote on a matter referred to in

3) Despite section 5.1 and subsections (1) an(;$§(l{he constating documents of

section 5.1 if they, as holders of the class or, % of a class, are not affected by the
action referred to in section 5.1. 2

Decision 2001-C-0209, 5.2. %Q/

5.3. Circumstances in Whic oval of Securityholders Not Required

(2) Despite section 5.1,&approval of securityholders of a mutual fund is not
required to be obtained$ ange referred to in paragraphs 5.1(a) and (a.1)

@ it QO

j) he mutual fund is at arm’s length to the person charging the fee or
expense to utual fund referred to in paragraphs 5.1(a) and (a.1),

(i) the prospectus of the mutual fund discloses that, although the
app @ of securityholders will not be obtained before making the changes,
S c&tyholders will be sent a written notice at least 60 days before the effective date of

hange that is to be made that could result in an increase in charges to the mutual

\ d, and

(i)  the notice referred to in subparagraph (ii) is actually sent 60 days
before the effective date of the change; or

(b) if
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0] the mutual fund is permitted by this Regulation to be described as a
“no-load” fund,

(i) the prospectus of the mutual fund discloses that securityholders will
be sent a written notice at least 60 days before the effective date of a change that is to
be made that could result in an increase in charges to the mutual fund, and '\(b

(i)  the notice referred to in subparagraph (ii) is actually sent @&ays
before the effective date of the change.

4
(2) Despite section 5.1, the approval of securityholders of a mitgbund is not
required to be obtained for a change referred to in paragraph 5.1(f) if

(@) the independent review committee of the mutual r&gs approved the
change under subsection 5.2(2) of Regulation 81-107 resp @ Independent Review
Committee for Investment Funds (c. V-1.1, r. 43); '{

transferred to, another mutual fund to which thi ulation and Regulation 81-107
respecting Independent Review Committee for InWstment Funds apply and that is

(b) the mutual fund is being reorganize;'w(]ﬁ, or its assets are being

managed by the manager, or an affiliate of th ager, of the mutual fund;
(c) the reorganization or tran assets of the mutual fund complies with
the criteria in paragraphs 5.6(1)(a), (b d), (9), (h) and (i) and subsection 5.6(2);

(d) the prospectus of gﬁ@tual fund discloses that, although the approval of
securityholders may not be ol@ip®d before making the change, securityholders will be
sent a written notice at leas ys before the effective date of the change; and

(e) the noti @érred to in paragraph (d) to securityholders is sent 60 days
before the effective ﬁof the change.
.

Decision 2003,-0209, 5.3; M.O. 2005-06, s. 11; M.O. 2006-03, s. 5; M.O. 2008-06,
s. 13; M.O. 06, s. 14.

5.3.1. ge of Auditor of the Mutual fund

\E (@) the independent review committee of the mutual fund has approved the
change under subsection 5.2(2) of Regulation 81-107 respecting Independent Review
Committee for Investment Funds (c. V-1.1, r. 43);

The auditor of the mutual fund may not be changed unless
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(b) the 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

(© the notice referred to in paragraph (b) to securityholders is sent 60 days
before the effective date of the change.

M.O. 2006-03, s. 6; M.O. 2012-06, s. 38. Q’\(b
5.4. Formalities Concerning Meetings of Securityholders (1/

4
(1) A meeting of securityholders of a mutual fund called to con 'dgbany matter
referred to in section 5.1 shall be called on written notice sent not | than 21 days
before the date of the meeting. ?‘

(2)  The notice referred to in subsection (1) shall contai be accompanied by a
statement that includes '{

into and, if the matter is one referred to in paragra .1(a) or (a.1), the effect that the
change would have had on the management expen$€ ratio of the mutual fund had the
change been in force throughout the mutual f% fast completed financial year;

(@) a description of the change or transactiE'pgﬁosed to be made or entered

(b)  the date of the proposed i@mntaﬂon of the change or transaction; and

(c) all other informatior& documents necessary to comply with the
applicable proxy solicitation requj ts of securities legislation for the meeting.

Decision 2001-C-0209, 5.4;q§.)2012-06, s. 15.
5.5. Approval of S es Regulatory Authority
(1) The approQ the securities regulatory authority or regulator is required before

(@) %manager of a mutual fund is changed, unless the new manager is an
affiliate ofy{eJcurrent manager;

@ a reorganization or transfer of assets of a mutual fund is implemented, if
eQransaction will result in the securityholders of the mutual fund becoming

t
\éurityholders in another mutual fund;

(c) a change of the custodian of a mutual fund is implemented, if there has
been or will be, in connection with the proposed change, a change of the type referred
to in paragraph (a); or
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(d) a mutual fund suspends, other than under section 10.6, the rights of
securityholders to request that the mutual fund redeem their securities.

(2) No person , or affiliate or associate of that person, may act as manager of a
mutual fund if that person, or an affiliate or associate of that person, has acquired
control of a manager of the mutual fund unless the approval of the securities regulatory

authority or regulator has been obtained for the change in control. '\(b
3) Despite subsection (1), in Ontario only the regulator may grant an q@)val
referred to in subsection (1).

4
Decision 2001-C-0209, 5.5; M.O. 2008-06, s. 13. 4(5
5.6. Pre-Approved Reorganizations and Transfers ?‘

(1) Despite subsection 5.5(1), the approval of the securifisyegulatory authority or
regulator is not required to implement a transaction referre paragraph 5.5(1)(b) if

transferred to, another mutual fund to which this R ion applies and that

(@) the mutual fund is being reorganize;'w(]ﬁ, or its assets are being
0] is managed by the manqgs%()r an affiliate of the manager, of the
mutual fund,

(i) a reasonable pe ould consider to have substantially similar
fundamental investment objective uation procedures and fee structure as the

mutual fund, &

(i) is not ir@ It of any requirement of securities legislation, and

(iv) h rrent prospectus in the local jurisdiction;

(b) th %ﬁsaction is a "qualifying exchange" within the meaning of
section 132.2 f%e TA or is a tax-deferred transaction under subsection 85(1), 85.1(1),
86(1) or 87&§yhe ITA;

Q’ the transaction contemplates the wind-up of the mutual fund as soon as
rea& ly possible following the transaction;

(d)  the portfolio assets of the mutual fund to be acquired by the other mutual
\ d as part of the transaction

0] may be acquired by the other mutual fund in compliance with this
Regulation, and
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(i) are acceptable to the portfolio adviser of the other mutual fund and
consistent with the other mutual fund's fundamental investment objectives;

(e) the transaction is approved

0] by the securityholders of the mutual fund in accordance with
paragraph 5.1(f), unless subsection 5.3(2) applies, and; '\(b

(i) if required, by the securityholders of the other mutual(@ in
accordance with paragraph 5.1(g);

4
() the materials sent to securityholders of the mutual fund in cg%hection with
the approval under paragraph 5.1(f) include 4

(1) a circular that, in addition to other requireme@wescribed by law,
describes the proposed transaction, the mutual fund into whi¢h Yhe mutual fund will be
reorganized, the income tax considerations for the mutu& ds participating in the
transaction and their securityholders, and, if the mutua%]d is a corporation and the
transaction involves its shareholders becoming secup ers of a mutual fund that is

established as a trust, a description of the m differences between being a
shareholder of a corporation and being a securi%ol r of a trust,
M)

(i) the current prospect (b the most recently filed fund facts
document; @

(i)  a statement t&curityholders may obtain, in respect of the
reorganized mutual fund, at no gﬁ} prospectus, an annual information form, the most
recently filed fund facts do t, the most recent annual and interim financial
statements, and the most §a management report of fund performance that have
been made public, by cogteting the mutual fund at an address or telephone number

\ or by accessing the documents at a website address

eQnutuaI fund has complied with Part 11 of Regulation 81-106
ment Fund Continuous Disclosure (c. V-1.1, r. 42) in connection with
e decision to proceed with the transaction by the board of directors of
of the mutual fund or of the mutual fund;

(9)
respecting
the maki

(h)  the mutual funds participating in the transaction bear none of the costs
\%expenses associated with the transaction; and

0] securityholders of the mutual fund continue to have the right to redeem

securities of the mutual fund up to the close of business on the business day
immediately before the effective date of the transaction.
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(2) A mutual fund that has continued after a transaction described in
paragraph 5.5(1)(b) shall, if the audit report accompanying its audited financial
statements for its first completed financial year after the transaction contains a
reservation in respect of the value of the portfolio assets acquired by the mutual fund in
the transaction, send a copy of those financial statements to each person that was a
securityholder of a mutual fund that was terminated as a result of the transaction and
that is not a securityholder of the mutual fund. '\

Decision 2001-C-0209, 5.6; M.O. 2005-06, ss. 3 and 11; M.O. 2008-06, s. 3(3(91.0.
2010-14, s. 3; M.O. 2012-06, s. 16.

)

5.7.  Applications 4(5
(1)  An application for an approval required under section 5.5 sh %ﬁtain,
@) if the application is required by paragraph 5.5(}{(@)r subsection 5.5(2),
0] details of the proposed transaction,\(l/

(i) details of the proposed new rmt%ger or the person proposing to
acquire control of the manager,
)

(i)  as applicable, the nam s,(bsidence addresses and birthdates of

(A) all propo%aew partners, directors or officers of the

manager, O
(B) all @ers, directors or officers of the person proposing to
acquire control of the mana@

(%&ny proposed new individual trustee of the mutual fund, and
Q ) any new directors or officers of the mutual fund,

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

O (v) sufficient information to establish the integrity and experience of the

ps&ns referred to in subparagraphs (ii) and (iii), and

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

(b) if the application is required by paragraph 5.5(1)(b),

0] details of the proposed transaction,
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(i) details of the total annual returns of each of the mutual funds for
each of the previous 5 years,

(i) a description of the differences between the fundamental
investment objectives, investment strategies, valuation procedures and fee structure of
each of the mutual funds and any other material differences between the mutual fund‘b

and
Q

(iv)  a description of those elements of the proposed transac% that
make section 5.6 inapplicable; Q)Q N

(c) if the application is required by paragraph 5.5(1)(c), s nt information
to establish that the proposed custodial arrangements will be in co ‘%nce with Part 6;

(d) if the application relates to a matter that w constitute a material
change for the mutual fund, a draft amendment to the pro s and, if applicable, to
the fund facts document of the mutual fund reflecting the %nge and

(e) if the matter is one that reqwre?]% approval of securityholders,
confirmation that the approval has been obtained or Will be obtained before the change
is implemented. (b S

(2) A mutual fund that applies for an@mal under paragraph 5.5(1)(d) shall

@) make that applicatlorm e securities regulatory authority or regulator in
the jurisdiction in which the hea or registered office of the mutual fund is situate;
and

(b)  concurrentl a copy of the application so made with the securities
regulatory authority regulator in the local jurisdiction if the head office or
registered office of g utual fund is not situated in the local jurisdiction.

3) A mutu I that has complied with subsection (2) in the local jurisdiction may
suspend tr@ t of securityholders to request that the mutual fund redeem their
securitiegy

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

\

(b)  the securities regulatory authority or regulator in the local jurisdiction has
not notified the mutual fund, by the close of business on the business day immediately
following the day on which the copy of the application referred to in paragraph (2)(b)
was received, either that
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(1) the securities regulatory authority or regulator has refused to grant
approval to the application, or

(i) this subsection may not be relied upon by the mutual fund in the
local jurisdiction.

Decision 2001-C-0209, 5.7, M.O. 2005-06, s. 4; M.O. 2008-06, s. 13; M.O. 2010-
s. 4; M.O. 2012-06, s. 38.

5.8. Matters Requiring Notice (1/

4
Q) No person that is a manager of a mutual fund may continue to agt gg}nanager of
the mutual fund following a direct or indirect change of control of the é'gon unless

(@) notice of the change of control was given to all @wityholders of the
mutual fund at least 60 days before the change; and &O

(b)  the notice referred to in paragraph (a) contd@s the information that would
be required by law to be provided to securityholderéh\s curityholder approval of the
change were required to be obtained. (1/

(2) No mutual fund shall terminate unles %it:e of the termination is given to all
securityholders of the mutual fund at least %s before termination.

3) The manager of a mutual fu t has terminated shall give notice of the
termination to the securities reg authority within 30 days of the termination.

Decision 2001-C-0209, 5.8; MQ?SOS-OG, s. 13.

5.9. Relief from Certai Qulatory Requirements

(1)  The mutual é@conflict of interest investment restrictions and the mutual fund

conflict of intere rting requirements do not apply to a transaction referred to in
paragraph 5.5(1 Q) If the approval of the securities regulatory authority or regulator has
been given transaction.

con& interest reporting requirements do not apply to a transaction described in
SSC' n 5.6.

Wecision 2001-C-0209, 5.9.

(2) &‘mutual fund conflict of interest investment restrictions and the mutual fund
f

5.10. (Revoked)

Decision 2001-C-0209, 5.10; M.O. 2005-06, s. 5.
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PART 6 CUSTODIANSHIP OF PORTFOLIO ASSETS
6.1. General

(2) Except as provided in sections 6.8, 6.8.1 and 6.9, all portfolio assets of a mutual
fund shall be held under the custodianship of one custodian that satisfies the
requirements of section 6.2. '\(b

(2) Except as provided in subsection 6.5(3) and sections 6.8, 6.8.1 and 6.9,@@0”0
assets of a mutual fund shall be held

@) in Canada by the custodian or a sub-custodian of the mutiﬂrfbld; or

(b)  outside Canada by the custodian or a sub-custodian mutual fund, if
appropriate to facilitate portfolio transactions of the mutual fund o e Canada.

3) The custodian or a sub-custodian of a mutual fund né@point one or more sub-
custodians to hold portfolio assets of the mutual fund, if Tﬁ'l/each appointment,

(@)  written consent to the appointment h %en provided by the mutual fund
and, if the appointment is by a sub-custodian, the cusfodian of the mutual fund;
M)
(b) the sub-custodian that is t gb appointed is a person described in
section 6.2 or 6.3, as applicable; Q‘

(c) the arrangements un@ich a sub-custodian is appointed are such that
the mutual fund may enforce rig ectly, or require the custodian or a sub-custodian
to enforce rights on behalf @1 mutual fund, to the portfolio assets held by the
appointed sub-custodian; a

(d) the appo' t is otherwise in compliance with this Regulation.
4) The wrltt sent referred to in paragraph (3)(a) may be in the form of a

general con ontained in the agreement governing the relationship between the
mutual fun %d the custodian, or the custodian and the sub-custodian, to the

appoint persons that are part of an international network of sub-custodians
within@wgamzatlon of the appointed custodian or sub-custodian.
A custodian or sub-custodian shall provide to the mutual fund a list of each

on that is appointed sub-custodian under a general consent referred to in
bsection (4).
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(6) Despite any other provisions of this Part, the manager of a mutual fund 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. 13; M.O. 2012-06, s.
17.

6.2. Entities Qualified to Act as Custodian or Sub-Custodian for Assets Heldﬂb

Canada
Q

The custodian of a mutual fund, and a sub-custodian of a mutual fund tﬂlf is to
hold portfolio assets of the mutual fund in Canada, shall be one of the follg -

1. A bank listed in Schedule I, Il or 11l of the Bank Act (S.C I9¥u C. 46).

2. A trust company that is incorporated under the @ of Canada or a
jurisdiction and licensed or registered under the laws of C or a jurisdiction, and
that has shareholders' equity, as reported in its mo cent audited financial
statements, of not less than $10,000,000. '\(1/

3. A company that is incorporated u% the laws of Canada or of a
jurisdiction, and that is an affiliate of a bank or trust ®mpany referred to in paragraph 1

or 2, if
‘b

(@ the company has I’Q‘eholders' equity, as reported in its most
recent audited financial statements@have been made public, of not less than

$10,000,000; or

custodial obligations of the ny in respect of that mutual fund.

(b) the bar&?ﬂ company has assumed responsibility for all of the

Decision 2001-C-0206®M.O. 2004-02, s. 8.
6.3. Entities yed to Act as Sub-Custodian for Assets Held outside Canada

A su @;todian of a mutual fund that is to hold portfolio assets of the mutual
fund outs; Canada shall be one of the following:

Q® An entity referred to in section 6.2.
An entity that

@) is incorporated or organized under the laws of a country, or a
political subdivision of a country, other than Canada;
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(b) is regulated as a banking institution or trust company by the
government, or an agency of the government, of the country under whose laws it is
incorporated or organized or a political subdivision of that country; and

(© has shareholders' equity, as reported in its most recent audited
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 reported in its mos ecent

audited financial statements that have been made public, of not less than % Quivalent
of $100,000,000; or

(b)  the entity referred to in paragraph 1 or 2 has a Qﬁ'ed responsibility
for all of the custodial obligations of the affiliate in respect hat mutual fund.

Decision 2001-C-0209, 6.3. A
6.4. Contents of Custodian and Sub-Custodian &ﬁglfnents

(1)  All custodian agreements and sub-custodian ¥greements of a mutual fund shall
provide for matters relating to (b S

(@) the requirements concerni location of portfolio assets contained in
subsection 6.1(2); @

(b) the appointment of&@ custodian required by subsection 6.1(3);

(© the requwemebg)concerning lists of sub-custodians contained in
subsection 6.1(5);

(d) the of holding portfolio assets required by section 6.5 and
subsection 6.8(4)

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

Q® the review and compliance reports required by section 6.7.
@ A sub-custodian agreement concerning the portfolio assets of a mutual fund shall
ovide 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
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€) provide for the creation of any security interest on the portfolio assets of
the mutual fund except for a good faith claim for payment of the fees and expenses of
the custodian or sub-custodian for acting in that capacity or to secure the obligations of
the mutual fund to repay borrowings by the mutual fund from a custodian or sub-
custodian for the purpose of settling portfolio transactions; or

(b)  contain a provision that would require the payment of a fee to I‘?
custodian or sub-custodian for the transfer of the beneficial ownership of portfolio
of the mutual fund, other than for safekeeping and administrative services in co ion

with acting as custodian or sub-custodian.
4

Decision 2001-C-0209, 6.4. 4(5
6.5. Holding of Portfolio Assets and Payment of Fees ?‘

(2) Except as provided in subsections (2) and (3) and s ns 6.8, 6.8.1 and 6.9,
portfolio assets of a mutual fund not registered in the nam e mutual fund shall be
registered in the name of the custodian or a sub-custodi@l of the mutual fund or any of
their respective nominees with an account number or he designation in the records of
the custodian sufficient to show that the beneficia %ership of the portfolio assets is

vested in the mutual fund.
N

(2) Portfolio assets of a mutual fund i u% in bearer form shall be designated or
segregated by the custodian or a sub- ian of the mutual fund or the applicable
nominee so as to show that the be ownership of the property is vested in the
mutual fund. O

(3) A custodian or sub-custgtiigh of a mutual fund may deposit portfolio assets of the
mutual fund with a depos&ﬁx a clearing agency, that operates a book-based
system.

(4)  The custodig @ sub-custodian of a mutual fund arranging for the deposit of
portfolio assets e=mutual fund with, and their delivery to, a depository, or clearing
agency, that q &tes a book-based system shall ensure that the records of any of the
applicable jpants in that book-based system or the custodian contain an account
number ofher designation sufficient to show that the beneficial ownership of the
portfol; é&ets Is vested in the mutual fund.

( A mutual fund shall not pay a fee to a custodian or sub-custodian for the transfer
neficial ownership of portfolio assets of the mutual fund other than for safekeeping
d administrative services in connection with acting as custodian or sub-custodian.

Decision 2001-C-0209, 6.5; M.O. 2012-06, s. 18.
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6.6. Standard of Care

Q) The custodian and each sub-custodian of a mutual fund, in carrying out their
duties concerning the safekeeping of, and dealing with, the portfolio assets of the

mutual fund, shall exercise

(@) the degree of care, diligence and skill that a reasonably prudent pers%

would exercise in the circumstances; or Q

(b)  atleast the same degree of care as they exercise with respect to théff own
property of a similar kind, if this is a higher degree of care than the d “of care
referred to in paragraph (a). 4

(2) A mutual fund shall not relieve the custodian or a sub-cu ?fan of the mutual
fund from liability to the mutual fund or to a securityholder of th tual fund for loss
that arises out of the failure of the custodian or sub-custodi @ exercise the standard
of care imposed by subsection (1). '{

judgments and amounts paid in settlement, actu d reasonably incurred by that
entity in connection with custodial or sub-custodial seWvices provided by that entity to the
mutual fund, if those fees, judgments and a 5 were not incurred as a result of a
breach of the standard of care described i | ction (1).

(3) A mutual fund may indemnify a custodian orSD&(]fustodian against legal fees,

insures a custodian or sub-cust for a liability, except to the extent that the

(4) A mutual fund shall not mcur? st of any portion of liability insurance that
custodian or sub-custodian may mnified for that liability under this section.

Decision 2001-C-0209, 6.6. O
6.7. Review and C nce Reports

Q) The custo{( f a mutual fund shall, on a periodic basis not less frequently than
annually,

(a C)eview the custodian agreement and all sub-custodian agreements of the
mutua o determine if those agreements are in compliance with this Part;

(b) make reasonable enquiries as to whether each sub-custodian satisfies the
\@Hcable requirements of section 6.2 or 6.3; and

(c) make or cause to be made any changes that may be necessary to ensure
that

0] the custodian and sub-custodian agreements are in compliance
with this Part; and
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(i) all sub-custodians of the mutual fund satisfy the applicable
requirements of section 6.2 or 6.3.

(2)  The custodian of a mutual fund shall, not more than 60 days after 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 the mutual fund‘Q'\(b

(b)  whether the custodian and sub-custodian agreements are in corgllﬂance
with this Part; and (b S

(© whether, to the best of the knowledge and belief of t é‘&ustodian, each
sub-custodian satisfies the applicable requirements of section 6.2 .

(3) A copy of the report referred to in subsection (2) s Qbe delivered by or on
behalf of the mutual fund to the securities regulatory authd@ ithin 30 days after the
filing of the annual financial statements of the mutual fur@

Decision 2001-C-0209, 6.7. (19

6.8. Custodial Provisions relating to yPatives and Securities Lending,
Repurchase and Reverse Repurchase Agreashents

(1) A mutual fund may deposit po@assets as margin for transactions in Canada
involving clearing corporation optio tions on futures or standardized futures with a
dealer that is a member of an S@t Is a participating member of CIPF if the amount
of margin deposited does not, gthem aggregated with the amount of margin already held
by the dealer on behalf of utual fund, exceed 10% of the net asset value of the
mutual fund as at the tir@ posit.

(2) A mutual f ay deposit portfolio assets with a dealer as margin for
transactions outg anada involving clearing corporation options, options on futures

or standardiz% ures if

(agc‘h the case of standardized futures and options on futures, the dealer is a

memb a futures exchange or, in the case of clearing corporation options, is a
me& I a stock exchange, and, as a result in either case, is subject to a regulatory
a

\ (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
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(© 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 asset value of the mutual fund as at the time of deposit.

3) A mutual fund may deposit with its counterparty portfolio assets over which it has
granted a security interest in connection with a particular specified derivatives

transaction.
N

(4) The agreement by which portfolio assets of a mutual fund are dep@@ in
accordance with subsection (1), (2) or (3) shall require the person holding p#ftfolio
assets of the mutual fund so deposited to ensure that its records show t mutual
fund is the beneficial owner of the portfolio assets. 4

(5) A mutual fund may deliver portfolio assets to a person '%Htisfaction of its
obligations under a securities lending, repurchase or reverse pu&e agreement that

complies with this Regulation if the collateral, cash procee purchased securities
that are delivered to the mutual fund in connection with th saction are held under
the custodianship of the custodian or a sub-custodian offhe mutual fund in compliance
with this Part. Q

Decision 2001-C-0209, 6.8; M.O. 2005-06, s. 11;(‘VT.O. 2008-06, s. 7 and 13; M.O.
2012-06, s. 20. (b S

6.8.1. Custodial Provisions relating t@mt Sales

(1) Except where the borrowi ent is the mutual fund’s custodian or sub-
custodian, if a mutual fund dep @ortfollo assets with a borrowing agent as security
in connection with a short f securities, the market value of portfolio assets
deposited with the borrowin&t must not, when aggregated with the market value of

portfolio assets already Reld=0y the borrowing agent as security for outstanding short
sales of securities by jifRN¥lutual fund, exceed 10% of the net asset value of the mutual

fund at the time of §

(2) A mutugl must not deposit portfolio assets as security in connection with a
short sale g rities with a dealer in Canada unless the dealer is a registered dealer
andis a er of IIROC.

(3) ®mutual fund must not deposit portfolio assets as security in connection with a
Qsale of securities with a dealer outside of Canada unless that dealer

\ (@) is a member of a stock exchange and is subject to a regulatory audit; and

(b) has a net worth, determined from its most recent audited financial
statements that have been made public, in excess of the equivalent of $50 million.

M.O. 2012-06, s. 21.

58



REGULATION IN FORCE FROM OCTOBER 30, 2012 TO MAY 30, 2013

6.9. Separate Account for Paying Expenses

A mutual fund may deposit cash in Canada with an institution referred to in
paragraph 1 or 2 of section 6.2 to facilitate the payment of regular operating expenses
of the mutual fund.

Decision 2001-C-0209, 6.9. '\(b

Q
PART 7 INCENTIVE FEES (1/
oo

7.1. Incentive Fees 4

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

(@) the fee is calculated with reference to a @gfnark or index that

(1) reflects the market sectors i(rl/which the mutual fund invests
according to its fundamental investment objec{b D

(i) is available to per Q‘other than the mutual fund and persons
providing services to it, and g/

(i)  is atotal ret nchmark or index;

(b) the payment Qee is based upon a comparison of the cumulative total
return of the mutual fund (Qust the cumulative total percentage increase or decrease
of the benchmark or i r the period that began immediately after the last period for
which the performa e was paid; and

(c) t eQ]ethod of calculation of the fee and details of the composition of the
benchmark ghgfigex are described in the prospectus of the mutual fund.

Decisi 1-C-0209, 7.1; M.O. 2008-06, s. 13; M.O. 2012-06, s. 38.
7 ZQ Multiple Portfolio Advisers

\é Section 7.1 applies to fees payable to a portfolio adviser of a mutual fund that
has more than one portfolio adviser, if the fees are calculated on the basis of the
performance of the portfolio assets under management by that portfolio adviser, as if
those portfolio assets were a separate mutual fund.

Decision 2001-C-0209, 7.2.
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PART 8 CONTRACTUAL PLANS
8.1. Contractual Plans

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

prospectus that was filed with the securities regulatory authority, before the hat
this Regulation came into force;

(@ the contractual plan was established, and its terms describquih:?

4
(b)  there have been no changes made to the contractual pla orr).ﬁle rights of
securityholders under the contractual plan since the date that this R@qﬂon came into
force; and

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

Decision 2001-C-0209, 8.1; M.O. 2005-06, s. 11; M.O&E{L}-OG, S. 38.
PART 9 SALE OF SECURITIES OF A MUTUAWVFUND

)
9.0.1. Application (b

This Part does not apply to an&nge-traded mutual fund unless the fund is in

continuous distribution. O

M.O. 2012-06, s. 22. O

9.1. Transmission a&@eipt of Purchase Orders

(0.1) This section g@not apply to an exchange-traded mutual fund.

dealer at a jon that is not its principal office shall, on the day the order is received,

(1) Each p r&ase order for securities of a mutual fund received by a participating
be sent %é’ewday or next day courier, same day or next day priority post, telephone

or ele e means, without charge to the person placing the order or to the mutual
e principal office of the participating dealer or to a person providing services

fun
tg tN§ participating dealer.

Each purchase order for securities of a mutual fund received by a participating
dealer at its principal office, by the principal distributor of the mutual fund or by a person
providing services to the participating dealer or principal distributor at a location that is
not an order receipt office of the mutual fund shall, on the day the order is received, be
sent by same day or next day courier, same day or next day priority post, telephone or
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electronic means, without charge to the person placing the order or to the mutual fund,
to an order receipt office of the mutual fund.

3) Despite subsections (1) and (2), a purchase order for securities of a mutual fund
received at a location referred to in those subsections after normal business hours on a
business day, or on a day that is not a business day, may be sent, in the manner and to
the place required by those subsections, on the next business day. '\(b

(4) A participating dealer, a principal distributor or a person providing servic %the
participating dealer or principal distributor, that sends purchase orders electrdically

" 3"
(@) specify a time on a business day by which a purch rder must be
received in order that it be sent electronically on that business day;

(b)  despite subsections (1) and (2), send electron'@ on the next business
day a purchase order received after the time specified undef\garagraph (a).

(5) A mutual fund is deemed to have received a M(l(se order for securities of the
mutual fund when the order is received at an order (%t office of the mutual fund.

(6) Despite subsection (5), a mutual fun %y provide that a purchase order for
securities of the mutual fund received at ap, order receipt office of the mutual fund after

a specified time on a business day, o day that is not a business day, will be
considered to be received by the m@hnd on the next business day following the

day of actual receipt. O

(7) A principal distributor ticipating dealer shall ensure that a copy of each
purchase order received in ¥diction is sent, by the time it is sent to the order receipt
office of the mutual fu der subsection (2), to a person responsible for the

participating dealer J Jurisdiction.

y4
Decision 20010209, 9.1; M.O. 2004-02, s. 9; M.O. 2008-06, s. 13; M.O. 2012-06, s.
23.

supervision of trade.i e on behalf of clients for the principal distributor or

9.2. Q'Eptance of Purchase Orders

Q A mutual fund may reject a purchase order for the purchase of securities of the

s@mal fund if
N

(@) the rejection of the order is made no later than one business day after
receipt by the mutual fund of the order;

(b) on rejection of the order, all cash received with the order is refunded
immediately; and
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(c) the prospectus of the mutual fund states that the right to reject a purchase
order for securities of the mutual fund is reserved and reflects the requirements of
paragraphs (a) and (b).

Decision 2001-C-0209, 9.2; M.O. 2012-06, s. 38.

N

9.3. Issue Price of Securities Q
The issue price of a security of a mutual fund to which a purchase order peftains

shall be the net asset value per security of that class, or series of fb@Ss, next
determined after the receipt by the mutual fund of the order. 4

Decision 2001-C-0209, 9.3. §?~

9.4. Delivery of Funds and Settlement

principal distributor or participating dealer shall forw cash or securities received
for payment of the issue price of securities of a m und to an order receipt office of
the mutual fund so that the cash or securities arriveVat the order receipt office as soon
as practicable and in any event no later tha(nb “third business day after the pricing
date.

(1) A principal distributor, a participating dealer orag@éon providing services to the

(2) Payment of the issue price of ities of a mutual fund must be made to the
mutual fund on or before the third ss day after the pricing date for the securities
by using any or a combination of, llowing methods of payment:

(@) by paying caséJ currency in which the net asset value per security of
the mutual fund is calcul ,

(b) by m i@good delivery of securities if

j) he mutual fund would at the time of payment be permitted to
purchase tle) ecurities,

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

§ (i)  the value of the securities is at least equal to the issue price of the
curities of the mutual fund for which they are payment, valued as if the securities
were portfolio assets of the mutual fund.

3) (paragraph revoked).
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4) If payment of the issue price of the securities of a mutual fund to which a
purchase order pertains is not made on or before the third business day after the pricing
date or if the mutual fund has been paid the issue price by a cheque or method of
payment that is subsequently not honoured,

(@  the mutual fund shall redeem the securities to which the purchase order
pertains as if it had received an order for the redemption of the securities on the fo
business day after the pricing date or on the day on which the mutual fund first@i@
that the method of payment will not be honoured; and (1/

(b) the amount of the redemption proceeds derived from the re %mn shall
be applied to reduce the amount owing to the mutual fund on the gurddase of the
securities and any banking costs incurred by the mutual fund in ‘n'xection with the
dishonoured cheque. c%“

(5) If the amount of the redemption proceeds referred to Qubsection (4) exceeds
the aggregate of issue price of the securities and any bafjng costs incurred by the
mutual fund in connection with the dishonoured cheque(he difference shall belong to
the mutual fund. Q

than the issue price of the securities and any img costs incurred by the mutual fund

(6) If the amount of the redemption procee?s réferred to in subsection (4) is less
in connection with the dishonoured cheque

(@) if the mutual fund has |pal distributor, the principal distributor shall
pay, immediately upon notlflcatlon mutual fund, to the mutual fund the amount of
the deficiency; or

(b) if the mutual é-aoes not have a principal distributor, the participating
dealer that delivered t evant purchase order to the mutual fund shall pay
immediately, upon nofj n by the mutual fund, to the mutual fund the amount of the
deficiency.

y4
Decision 2001,-0Mj209, 9.4; M.O. 2004-02, s. 10; M.O. 2008-06, s. 13; M.O. 2008-13,

s. 7 M.O. 2 -6, s. 24.

PARTCDQ‘ REDEMPTION OF SECURITIES OF A MUTUAL FUND
1 Q Requirements for Redemptions
\§ No mutual fund shall pay redemption proceeds unless
(@) if the security of the mutual fund to be redeemed is represented by a

certificate, the mutual fund has received the certificate or appropriate indemnities in
connection with a lost certificate; and
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(b) either

(1) the mutual fund has received a written redemption order, duly
completed and executed by or on behalf of the securityholder, or

(i) the mutual fund permits the making of redemption orders by
telephone or electronic means by, or on behalf of, a securityholder who has made rl%
arrangements with the mutual fund in that regard and the relevant redemption o&g\
made in compliance with those arrangements.

(2) A mutual fund may establish reasonable requirements @able to
securityholders who wish to have the mutual fund redeem securities, nof cadkrary to this
Regulation, as to procedures to be followed and documents to be delj d

(@) by the time of delivery of a redemption order to an@er receipt office of
the mutual fund; or &O

(b) by the time of payment of redemption proc'icGP/s.

(3) The manager shall provide to securityholdewﬁ mutual fund at least annually a
statement outlining the requirements referred to in suMsection (1) and established by the
mutual fund under subsection (2), and containj S

(@) detailed reference to a@mmentaﬂon required for redemption of

securities of the mutual fund, @
(b) detailed instructio the manner in which documentation is to be
delivered to participating deal the mutual fund;

(c) a descripti § QI other procedural or communication requirements; and

(d anex @tlon of the consequences of failing to meet timing requirements.

provided, i ear, if the requirements are described in a document that is sent to all

securityhl{ejks.
Dec@ 2001-C-0209, 10.1; M.O. 2005-06, ss. 6 and 11.

. Transmission and Receipt of Redemption Orders

(4) The stEteQent referred to in subsection (3) is not required to be separately

(0.1) This section does not apply to an exchange-traded mutual fund.
(1) Each redemption 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, telephone
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or electronic means, without charge to the relevant securityholder or to the mutual fund,
to the principal office of the participating dealer or to a person providing services to the
participating dealer.

(2) Each redemption order for securities of a mutual fund received by a participating
dealer at its principal office, by the principal distributor of the mutual fund at a location
that is not an order receipt office of the mutual fund, or by a person providing servicesrb
the participating dealer or principal distributor shall, on the day the order is receivgd,

sent by same day or next day courier, same day or next day priority post, tele or
electronic means, without charge to the relevant securityholder or to the mutual f¥hd, to
an order receipt office of the mutual fund. Q)Q S

3) Despite subsections (1) and (2), a redemption order for sequTiti¢s of a mutual
fund received at a location referred to in those subsections after n business hours
on a business day, or on a day that is not a business day, may nt, in the manner
and to the place required by those subsections, on the next b ss day.

(4) A participating dealer, a principal distributor, or a @eyson providing services to the
participating dealer or principal distributor, that sen mption orders electronically

may (1/

(@) specify a time on a business d@f‘which a redemption order must be
received in order that it be sent electronica!g orXthat business day; and

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

(5) A mutual fund is deemgd {& have received a redemption order for securities of
the mutual fund when the g fS received at an order receipt office of the mutual fund
or all requirements of t; tual fund established under paragraph 10.1(2)(a) have

been satisfied, whiche later.

(6) If a mu fund determines that its requirements established under
paragraph 10.1(Xa) have not been satisfied, the mutual fund shall notify the
securityhol king the redemption order, by the close of business on the business
ate of the delivery to the mutual fund of the incomplete redemption order,
irements established under paragraph 10.1(2)(a) have not been satisfied
specify procedures still to be followed or the documents still to be delivered by

and
t aéecurityholder.

$ Despite subsection (5), a mutual fund may provide that orders for the redemption
of securities that are received at an order receipt office of the mutual fund after a
specified 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.
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Decision 2001-C-0209, 10.2; M.O. 2004-02, s. 11; M.O. 2008-06, s. 13; M.O. 2012-06,
s. 25.

10.3. Redemption Price of Securities

(1)  The redemption price of a security of a mutual fund to which a redemption order
pertains shall be the net asset value per security of that class, or series of a class, n%
determined after the receipt by the mutual fund of the order. Q’\

(2) Despite subsection (1), the redemption price of a security of an exchangeWaded
mutual fund that is not in continuous distribution may be a price that is le %n the net
asset value of the security and that is determined on a date specified i St"‘%exchange-
traded mutual fund’s prospectus or annual information form. “n\

3) Despite subsection (1), the redemption price of a security exchange-traded
mutual fund that is in continuous distribution may, if a sea@holder redeems fewer
than the manager-prescribed number of units, be a price th@\jS calculated by reference
to the closing price of the security on the stock exchan (yl which the security is listed
and posted for trading, next determined after the recei the exchange-traded mutual
fund of the redemption order. (1/

Decision 2001-C-0209, 10.3; M.O. 2012-06, s@‘*
10.4. Payment of Redemption Proce

(1) Subject to subsection 10@amd to compliance with any requirements
established by the mutual fund aragraph 10.1(2)(b), a mutual fund must pay the
redemption proceeds for secu@s hat are the subject of a redemption order

(@  within 3 busy Q days after the date of calculation of the net asset value
per security used in e ing the redemption price; or

(b) if p ﬁent of the redemption proceeds was not made at the time referred
to in paragrap because a requirement established under paragraph 10.1(2)(b) or a
requiremen bsection 10.1(1) had not been satisfied, within 3 business days of

Q‘ (1) the satisfaction of the relevant requirement, or

Q (i) the decision by the mutual fund to waive the requirement, if the
@Hrement was a requirement established under paragraph 10.1(2)(b).

(1.1) Despite subsection (1), an exchange-traded mutual fund that is not in continuous
distribution must pay the redemption proceeds for securities that are the subject of a
redemption order no later than the redemption payment date that next follows the
valuation date on which the redemption price was established.
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(2)  The redemption proceeds 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 must pay the redemption proceeds for a redeemed security by
using any or a combination of the following methods of payment:

(@) by paying cash in the currency in which the net asset value per secunty(%

the redeemed security was calculated; Q

(b)  with the prior written consent of the securityholder for a redemptioWother
than an exchange of a manager-prescribed number of units, by making g dlivery to
the securityholder of portfolio assets, the value of which is equal to the nt at which
those portfolio assets were valued in calculating the net asset value curlty used to
establish the redemption price. @

4) (paragraph revoked).

(5) If the redemption proceeds for a redeemed se rity are paid in currency, a
mutual fund is deemed to have made payment Q

(@  when the mutual fund, its manager oﬂrﬁncipal distributor mails a cheque
or transmits funds in the required amount to the order of the securityholder of the
securities; or

(b) if the securityholder has sted that redemption proceeds be delivered
in a currency other than that permi subsection (3), when the mutual fund delivers
the redemption proceeds to the,ge ger or principal distributor of the mutual fund for
conversion into that currency @ livery forthwith to the securityholder.

Decision 2001-C-0209,$, .0. 2008-13, s. 8; M.O. 2012-06, s. 27.

10.5. Failureto C te Redemption Order

(1) If are ir%]ent of a mutual fund referred to in subsection 10.1(1) or established
under para 10.1(2)(b) has not been satisfied on or before the close of business on
the tenth Q&gsipess day after the date of the redemption of the relevant securities, and, in
the crﬁ§m requirement established under paragraph 10.1(2)(b), the mutual fund does

not& satisfaction of the requirement, the mutual fund shall

§ (@) issue, to the person that immediately before the redemption held the

curities that were redeemed, a number of securities equal to the number of securities
that 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
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(b) apply the amount of the redemption proceeds to the payment of the issue
price of the securities.

(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 05
exceeds the redemption proceeds Q

@) if the mutual fund has a principal distributor, the principal distribu‘t.(l(shall
pay immediately to the mutual fund the amount of the deficiency; (b A

(b) if the mutual fund does not have a principal distribut r,‘ke participating
dealer that delivered the relevant redemption order to the m fund shall pay
immediately to the mutual fund the amount of the deficiency; or

(© if the mutual fund has no principal distributoréqgo dealer delivered the
relevant redemption order to the mutual fund, the mana of the mutual fund shall pay
immediately to the mutual fund the amount of the defigl

Decision 2001-C-0209, 10.5; M.O. 2008-06, s. 13. (1/

)
10.6. Suspension of Redemptions (b

(1) A mutual fund may suspend ight of securityholders to request that the
mutual fund redeem its securities e whole or any part of a period during which

either of the following occurs:

€) normal tradmﬁégzlspended on a stock exchange, options exchange or
futures exchange within ide Canada on which securities are listed and posted for
trading, or on which iled derivatives are traded, if those securities or specified
derivatives represe re than 50% by value, or underlying market exposure, of the
total assets of tr& al fund without allowance for liabilities and if those securities or

specified derivates are not traded on any other exchange that represents a reasonably
practical alté)@:ve for the mutual fund

in the case of a clone fund, the mutual fund whose performance it tracks
has nded redemptions.
@ A mutual fund that has an obligation to pay the redemption proceeds for
curities that have been redeemed in accordance with subsection 10.4(1) may
postpone payment during a period in which the right of securityholders to request
redemption of their securities is suspended, whether that suspension was made under
subsection (1) or pursuant to an approval of the securities regulatory authority.
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(3) A mutual fund shall not accept a purchase order for securities of the mutual fund
during 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; M.O. 2012-06, s. 28.
PART 11 COMMINGLING OF CASH '\(b

Q
11.1. Principal Distributors (1/
4
Q) Cash received by a principal distributor of a mutual fund, or by a e%n providing
services to the mutual fund or the principal distributor, for invest in, or on the
redemption of, securities of the mutual fund, or on the distribut f assets of the
mutual fund, until disbursed as permitted by subsection (3), é

(@) shall be accounted for separately and be de&@d in a trust account or
trust accounts established and maintained in accordafiye with the requirements of
section 11.3; and Q

(b) may be commingled only with cash redéived by the principal distributor or
service provider for the sale or on the redemp \ P other mutual fund securities.

(2) Except as permitted by subs (3), the principal distributor or person
providing services to the mutual fun rlncipal distributor shall not use any of the
cash referred to in subsection (1) t ce its own or any other operations in any way.

(3)  The principal distributor, rson providing services to a mutual fund or principal
distributor may withdraw ca a trust account referred to in paragraph (1)(a) for the
purpose of

@) remittj @ the mutual fund the amount or, if subsection (5) applies, the
net amount, to b ted in the securities of the mutual fund;

(b) @uitting to the relevant persons redemption or distribution proceeds being
paid on bgRalp of the mutual fund; or

@ paying fees, charges and expenses that are payable by an investor in
cQnMection with the purchase, conversion, holding, transfer or redemption of securities
éne mutual fund.

(4)  Allinterest earned on cash held in a trust account referred to in paragraph (1)(a)

shall be paid to securityholders or to each of the mutual funds to which the trust account
pertains, pro rata based on cash flow,
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(@) 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.

(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
amounts held for distributions to be paid on behalf of the mutual fund held in th YN
account against amounts held in the trust account for investment in the mutual fwt@

Decision 2001-C-0209, 11.1; M.O. 2008-06, s. 13. (b S
11.2. Participating Dealers 4
(2) Cash received by a participating dealer, or by a person ding services to a

participating dealer, for investment in, or on the redemptio @securities of a mutual
fund, or on the distribution of assets of a mutual fund, unnaq ursed as permitted by
subsection (3)

(@) shall be accounted for separately and@‘?l be deposited in a trust account
0

or trust accounts established and maintained in sc ance with section 11.3; and
4

(b) may be commingled only wit cgbu received by the participating dealer or
service provider for the sale or on the re ion of other mutual fund securities.

(2) Except as permitted by s@?tion (3), the participating dealer or person
providing services to the participa&i ealer shall not use any of the cash referred to in
subsection (1) to finance its ov@ ny other operations in any way.

(3) A participating d IQor person providing services to the participating dealer
may withdraw cash f@rust account referred to in paragraph (1)(a) for the purpose
of

@) r rﬁting to the mutual fund or the principal distributor of the mutual fund
the amount subsection (5) applies, the net amount, to be invested in the securities
of the m | Jund;

remitting to the relevant persons redemption or distribution proceeds being

g&n behalf of the mutual fund; or

(© paying fees, charges and expenses that are payable by an investor in
connection with the purchase, conversion, holding, transfer or redemption of securities
of the mutual fund.
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(4)  Allinterest earned on cash held in a trust account referred to in paragraph (1)(a)
shall be paid to securityholders or to each of the mutual funds to which the trust account
pertains, 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. Q

(5) When making payments to a mutual fund, a participating dealer_or $€rvice
provider may offset the proceeds of redemption of securities of the m find and
amounts held for distributions to be paid on behalf of a mutual fung.'XfJ n the trust
account against amounts held in the trust account for investment in tlv tual fund.

(6) A participating dealer or person providing services to t articipating dealer
shall permit the mutual fund and the principal distributor, g?ough their respective
auditors or other designated representatives, to examine t oks and records of the
participating dealer to verify the compliance with this se€fon of the participating dealer
or person providing services. Q

Decision 2001-C-0209, 11.2; M.O. 2008-06, s. 13; M¥. 2012-06, s. 29.
)

11.3. Trust Accounts (b

A principal distributor or partici %gdealer, or a person providing services to the
principal distributor or participatin&er, that deposits cash into a trust account in
accordance with section 11.1 or& hall

(@) advise, in writi q'?e financial institution with which the account is opened
at the time of the openin account and annually thereafter, that

0] éccount is established for the purpose of holding client funds in

trust; Q

@/ the account is to be labelled by the financial institution as a "trust
account", C)

O (i)  the account is not to be accessed by any person other than
t&rized representatives of the principal distributor or participating dealer or of a
on providing services to the principal distributor or participating dealer; and

a

(iv)  the cash in the trust account may not be used to cover shortfalls in
any accounts of the principal distributor or participating dealer, or of a person providing
services to the principal distributor or participating dealer;
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(b) ensure that the trust account bears interest at rates equivalent to
comparable 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. '\(b

11.4. Exemption (19

(2) Sections 11.1 and 11.2 do not apply to a member of IIROC or‘IB@Montreal

Exchange. 4

(1.1) Except in Québec, sections 11.1 and 11.2 do not appl@member of the
MFDA.

(2.2) In Québec, sections 11.1 and 11.2 do not apply to a rﬁ*@l fund dealer.

or (1.1) or, in Québec, that is a mutual fund dealer, permit the mutual fund and the
principal distributor, through their respective Vauditors or other designated
representatives, to examine the books and r § of the participating dealer to verify
the participating dealer's compliance WE§ requirements of its association or

(2) A participating dealer that is a member of an ;RQ referred to in subsection (1)

exchange, or the requirements appli to the mutual fund dealer under the
regulations in Québec, that relate to t% mingling of cash.

Decision 2001-C-0209, 11.4; M.K@4-02, s.13; M.O. 2012-06, s. 30.
11.5. Right of Inspection C)C)

The mutual fundN#§*trustee, manager and principal distributor shall ensure that
all contractual arr \@ ents made between any of them and any person providing
services to the fund permit the representatives of the mutual fund, its manager
and trustee tg eXamine the books and records of those persons in order to monitor

Decisi 1-C-0209, 11.5; M.O. 2005-06, s. 11; M.O. 2008-06, s. 13.

P 12 COMPLIANCE REPORTS

é.l. Compliance Reports

(1) A mutual fund, other than an exchange-traded mutual fund that is not in

continuous distribution, that does not have a principal distributor shall complete and file,
within 140 days after the financial year end of the mutual fund
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(@) areport in the form contained in Appendix B-1 describing compliance by
the mutual fund during that financial year with the applicable requirements of Parts 9, 10
and 11; and

(b) a report by the auditor of the mutual fund, in the form contained in
Appendix B-1, concerning the report referred to in paragraph (a).

(2)  The principal distributor of a mutual fund shall complete and file, within 9%&&?&)
after the financial year end of the principal distributor (1/

(@) areport in the form contained in Appendix B-2 describing %If&nce by
the principal distributor during that financial year with the applicable feqWrements of
Parts 9, 10 and 11; and “&

(b) a report by the auditor of the principal distributor oﬁ@ the auditor of the
mutual fund, in the form contained in Appendix B-2, concern'l@we report referred to in
paragraph (a). '{

3) Each patrticipating dealer that distributes secur} 'é\(]ffa mutual fund in a financial
year of the participating dealer shall complete and(‘ﬁl/ within 90 days after the end of
that financial year

M)

(@) areport in the form containe i(nb\ppendix B-3 describing compliance by
the participating dealer during that fin ear with the applicable requirements of
Parts 9, 10 and 11 in connection wit%ﬁistribution of securities of all mutual funds in
that financial year; and O

(b)  areport by the ,Sr of the participating dealer, in the form contained in
Appendix B-3, concerning t ort referred to in paragraph (a).

(4) Subsections (2 3) do not apply to a member of IIROC.

(4.1) Except in&bec, subsections (2) and (3) do not apply to a member of the
MFDA.

(4.2) InQNEPpec, subsections (2) and (3) do not apply to a mutual fund dealer.

Degj 2001-C-0209, 12.1; M.O. 2004-02, s. 14; M.O. 2012-06, s. 31.

@QT 13 (Revoked)

Decision 2001-C-0209, Part 13; M.O. 2005-06, s. 7.

13.1. (Revoked).

Decision 2001-C-0209, 13.1; M.O. 2004-02, s. 15; M.O. 2005-06, s. 7.
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13.2. (Revoked).

Decision 2001-C-0209, 13.2; M.O. 2005-06, s. 7.

13.3. (Revoked).

Decision 2001-C-0209, 13.3; M.O. 2005-06, s. 7. Q’\(b
13.4. (Revoked). Q‘.l/

4
Decision 2001-C-0209, 13.4; M.O. 2005-06, s. 7. 4(5

13.5. (Revoked). &

Decision 2001-C-0209, 13.5; M.O. 2005-06, s. 7. &O

Ny

14.0.1. Application (1/

PART 14 RECORD DATE

This Part does not apply to an exchanqeb%ded mutual fund.

M.O. 2012-06, s. 32. @Q‘

14.1. Record Date O

The record date for de@ing the right of securityholders of a mutual fund to
receive a dividend or distrib y the mutual fund shall be one of

(@) the day ich the net asset value per security is determined for the
purpose of calculati amount of the payment of the dividend or distribution;

(b) t e%s day on which the net asset value per security of the mutual fund
was calcul fore the day referred to in paragraph (a); or

if the day referred to in paragraph (b) is not a business day, the last day
the net asset value per security of the mutual fund was calculated before the

on
dsy%ferred to in paragraph (b).

Wecision 2001-C-0209, 14.1.
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PART 15 SALES COMMUNICATIONS AND PROHIBITED REPRESENTATIONS
15.1. Ability to Make Sales Communications

Sales communications pertaining to a mutual fund may be made by a person
only in accordance with this Part.

Decision 2001-C-0209, 15.1; M.O. 2008-06, s. 13. Q\(b
15.2. Sales Communications - General Requirements :.1/
Q) Despite any other provision of this Part, no sales communication\ihgb

@) be untrue or misleading; or ?‘

(b) include a statement that conflicts with mform%@‘uat is contained in the

preliminary prospectus, the preliminary annual informatio the preliminary fund
facts document, the simplified prospectus, the annual infG)mation form or the fund facts

document
>
(1) of a mutual fund, or
Q

(i) in which an asset alloc?tigbservice is described.

(2)  All performance data or discl pecifically required by this Regulation and
contained in a written sales comm ion shall be at least as large as 10-point type.

Decision 2001-C-0209, 15.2; @2005-06, s. 11; M.O. 2010-14, s. 6; M.O. 2012-06,

S. 38. O

15.3. Prohibited Dis e in Sales Communications

(1) Awsalesc nication shall not compare the performance of a mutual fund or
asset allocatipnservice with the performance or change of any benchmark or
investment c)é;

it includes all facts that, if disclosed, would be likely to alter materially the
con ns reasonably drawn or implied by the comparison;

§ (b) it presents data for each subject of the comparison for the same period or
riods;

(© it explains clearly any factors necessary to make the comparison fair and
not misleading; and

(d) in the case of a comparison with a benchmark
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0] the benchmark existed and was widely recognized and available
during the period for which the comparison is made, or

(i) the benchmark did not exist for all or part of the period, but a
reconstruction or calculation of what the benchmark would have been during that
period, calculated on a basis consistent with its current basis of calculation, is Wld%
recognized and available. Q

(2) A sales communication for a mutual fund or asset allocation service ¥at is
prohibited by paragraph 15.6(1)(a) from disclosing performance data sh %hprovide

performance data for any benchmark or investment other than a mutugl d or asset
allocation service under common management with the mutual fund sset allocation
service to which the sales communication pertains. ?‘

3) Despite subsection (2), a sales communication for dex mutual fund may
provide performance data for the index on which the invest& of the mutual fund are
based if the index complies with the requirements €Qr, benchmarks contained in

paragraph (1)(d).
Q

(4) A sales communication must not refer t aﬁérformance rating or ranking of a
mutual fund or asset allocation service unless(b S

(@) the rating or ranking is pre by a mutual fund rating entity;

(b)  standard performanc&a is provided for any mutual fund or asset
allocation service for which a peyg nce rating or ranking is given;

(© the rating or&g is provided for each period for which standard
performance data is re&'e 0 be given, except the period since the inception of the

mutual fund;
(d) theQQ'lg or ranking is based on a published category of mutual funds that

provides a reasonable basis for evaluating the performance of the
mutual f:@ asset allocation service, and

(i) is not established or maintained by a member of the organization of

2 Qutual fund or asset allocation service;

(e) the sales communication contains the following disclosure:
0] the name of the category within which the mutual fund or asset

allocation service is rated or ranked, including the name of the organization that
maintains the category,
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(i) the number of mutual funds in the applicable category for each
period of standard performance data required under paragraph (c),

(i)  the name of the mutual fund rating entity that provided the rating or
ranking,

(iv)  the length of the period or the first day of the period on which 1'5
rating or ranking is based, and its ending date, Q

(v) a statement that the rating or ranking is subject to changevevery

month, I
o)

(vi)  the criteria on which the rating or ranking is basegT2xd

(vii)  if the rating or ranking consists of a symbol er than a number,
the meaning of the symbol, and

() the rating or ranking is to the same calenda('vonth end that is

0] not more than 45 days before h&ate of the appearance or use of
the advertisement in which it is included, and

(i) not more than three before the date of first publication of
any other sales communication in whic Q/%Hcluded

(4.1) Despite paragraph (4)(c), aa&ommunicaﬁon may refer to an overall rating or
ranking of a mutual fund or asseyﬂh ation service in addition to each rating or ranking

required under paragraph (4)(@ e sales communication otherwise complies with the
requirements of subsection

(5) A sales comm n shall not refer to a credit rating of securities of a mutual
fund unless

@ t eQatlng is current and was prepared by an approved credit rating
organizatio&)

there has been no announcement by the approved credit rating
org ion of which the mutual fund or its manager is or ought to be aware that the
&rating of the securities may be down-graded; and

\ (© no approved credit rating organization is currently rating the securities at a
lower level.

(6) A sales communication shall not refer to a mutual fund as, or imply that it is, a

money fund, cash fund or money market fund unless, at the time the sales
communication is used and for each period for which money market fund standard
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performance data is provided, the mutual fund is and was a money market fund, either
under National Policy Statement No. 39 or under this Regulation.

(7) A sales communication shall not state or imply that a registered retirement
savings plan, registered retirement income fund or registered education savings plan in
itself, rather than the mutual fund to which the sales communication relates, is an

investment.
N

Decision 2001-C-0209, 15.3; M.O. 2005-06, s. 11; M.O. 2012-06, s. 33. (19

15.4. Required Disclosure and Warnings in Sales Communications (bQ’\
(1) A written sales communication shall 4

(@) bear the name of the principal distributor or pa@bating dealer that
distributed the sales communication; and

(b) if the sales communication is not an advdfysement, contain the date of
first publication of the sales communication. Q

(2) A sales communication that includes a rate Wf return or a mathematical table
illustrating the potential effect of a compound 0f return shall contain a statement in
substantially the following words:

effects of the compound growth ra is not intended to reflect future values of [the
mutual fund or asset allocation 5% ] or returns on investment [in the mutual fund or
from the use of the asset aIIoc@ service].".

"[The rate of return or matheg%l table shown] is used only to illustrate the

that is not a money t fund and that does not contain performance data shall

(3) A sales communi ti@ other than a report to securityholders, of a mutual fund
contain a warning i &tiaﬂy the following words:

associated utual fund investments. Please read the prospectus before investing.
Mutual fyQ&s pre not guaranteed, their values change frequently and past performance
may n é‘repeated.".

"Comm':é&ns, trailing commissions, management fees and expenses all may be

( Q A sales communication, other than a report to securityholders, of a money
%ket fund that does not contain performance data shall contain a warning in
bstantially the following words:

"Commissions, trailing commissions, management fees and expenses all may be
associated with mutual fund investments. Please read the prospectus before investing.
Mutual fund securities are not covered by the Canada Deposit Insurance Corporation or
by any other government deposit insurer. There can be no assurances that the fund will
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be able to maintain its net asset value per security at a constant amount or that the full
amount of your investment in the fund will be returned to you. Past performance may
not be repeated.".

(5) A sales communication for an asset allocation service that does not contain
performance data shall contain a warning in substantially the following words:

associated with mutual fund investments and the use of an asset allocation ice.
Please read the prospectus of the mutual funds in which investment may be¥made
under the asset allocation service before investing. Mutual funds are n ranteed,
their values change frequently and past performance may not be repeaii.'

"Commissions, trailing commissions, management fees and expenses aI@g

(6) A sales communication, other than a report to securityhold ?Uf a mutual fund
that is not a money market fund and that contains performanc@ta shall contain a
warning in substantially the following words:

"Commissions, trailing commissions, managemenfiees and expenses all may be
associated with mutual fund investments. Please re prospectus before investing.
The indicated rate[s] of return is [are] the historicqﬁ%ual compounded total return[s]
including changes in [share or unit] value and ¥einvestment of all [dividends or
distributions] and does [do] not take into ™ sales, redemption, distribution or
optional charges or income taxes paya any securityholder that would have
reduced returns. Mutual funds are not teed, their values change frequently and
past performance may not be repeate Q/

(7) A sales communication,@ than a report to securityholders, of a money
market fund that contains perfgrmance data shall contain

@ a Warningi§ tantially the following words:

"Com @)ns, trailing commissions, management fees and expenses all
may be associat, h mutual fund investments. Please read the prospectus before
investing. Thg &rformance data provided assumes reinvestment of distributions only
and does gke into account sales, redemption, distribution or optional charges or
income taX¢s)payable by any securityholder that would have reduced returns. Mutual
ftres are not covered by the Canada Deposit Insurance Corporation or by any

oth @ ernment deposit insurer. There can be no assurances that the fund will be
aEI&o maintain its net asset value per security at a constant amount or that the full
t

unt of your investment in the fund will be returned to you. Past performance may
be repeated."; and

(b)  a statement in substantially the following words, immediately following the
performance data:
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"This is an annualized historical yield based on the 7 day period ended on
[date] [annualized in the case of effective yield by compounding the 7 day return] and
does not represent an actual one year return.".

(8) A sales communication for an asset allocation service that contains performance
data shall contain a warning in substantially the following words:

associated with mutual fund investments and the use of an asset allocation ice.
Please read the prospectus of the mutual funds in which investment ma de
under the asset allocation service before investing. The indicated rate% teturn is
[are] the historical annual compounded total return[s] assuming the in nt strategy
recommended by the asset allocation service is used and after de@on of the fees

"Commissions, trailing commissions, management fees and expenses aI@g

and charges in respect of the service. The return[s] is [are] ba n the historical
annual compounded total returns of the participating funds inclu hanges in [share]
[unit] value and reinvestment of all [dividends or distribution@nd does [do] not take
into account sales, redemption, distribution or optional char r income taxes payable
by any securityholder in respect of a participating fund th@ would have reduced returns.
Mutual funds are not guaranteed, their values chang f?& ently and past performance
may not be repeated.". (1/

(9) A sales communication distributed aft ‘*lssue of a receipt for a preliminary
prospectus of the mutual fund described sales communication but before the
issue of a receipt for its prospectus shal @mln a warning in substantially the following
words:

"A preliminary prospectu&@aﬂng to the fund has been filed with certain
Canadian securities commissi r similar authorities. You cannot buy [units] [shares]
of the fund until the relevan, rities commissions or similar authorities issue receipts
for the prospectus of the
(10) A sales com @ation for a mutual fund or asset allocation service that purports

to arrange a gu e or insurance in order to protect all or some of the principal
amount of an | tment in the mutual fund or asset allocation service shall
(a Cge/ntify the person providing the guarantee or insurance;

provide the material terms of the guarantee or insurance, including the
%&Ity date of the guarantee or insurance,

(© if applicable, state that the guarantee or insurance does not apply to the
amount of any redemptions before the maturity date of the guarantee or before the
death of the securityholder and that redemptions before that date would be based on
the net asset value per security of the mutual fund at the time; and

(d) modify any other disclosure required by this section appropriately.
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(11) The warnings referred to in this section shall be communicated in a manner that
a reasonable person would consider clear and easily understood at the same time as,
and through the medium by which, the related sales communication is communicated.

Decision 2001-C-0209, 15.4; M.O. 2008-06, s. 13; M.O. 2012-06, s. 34.

N

15.5. Disclosure Regarding Distribution Fees Q
No person shall describe a mutual fund in a sales communication as a "é-load
fund" or use words of like effect if on a purchase or redemption of se of the

mutual fund investor fees are payable by an investor or if any fges,Jharges or
expenses are payable by an investor to a participating dealer of the al fund named
in the sales communication, other than

(@) fees and charges related to specific optional se \@s;

(b)  for a mutual fund that is not a money mark:Dfund, redemption fees on the
redemption of securities of the mutual fund that are ed within 90 days after the
purchase of the securities, if the existence of ﬁ%ees is disclosed in the sales
communication, or in the prospectus of the mutual fum@; or

)

(© costs that are payable only %3 set-up or closing of a securityholder's
account and that reflect the administrati s of establishing or closing the account, if
the existence of the costs is disclose &bre sales communication, or in the prospectus
of the mutual fund. O%

(2) If a sales communicati cribes a mutual fund as "no-load" or uses words to
like effect, the sales comm fon shall

€)) indicate incipal distributor or a participating dealer through which an
investor may purch e mutual fund on a no-load basis;

(b) is%se that management fees and operating expenses are paid by the
mutual fund;

Q’ disclose the existence of any trailing commissions paid by a member of
the& ization of the mutual fund.
% A sales communication containing a reference to the existence or absence of
\e s or charges, other than the disclosure required by section 15.4 or a reference to the
term "no-load", shall disclose the types of fees and charges that exist.

(4) The rate of sales charges or commissions for the sale of securities of a mutual

fund or the use of an asset allocation service shall be expressed in a sales
communication as a percentage of the amount paid by the purchaser and as a
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percentage of the net amount invested if a reference is made to sales charges or
commissions.

Decision 2001-C-0209, 15.5; M.O. 2012-06, s. 38.

15.6. Performance Data - General Requirements

No sales communication pertaining to a mutual fund or asset aIIocation@g

shall contain performance data of the mutual fund or asset allocation service un

(@) either (b A
(1) the mutual fund has distributed securities unde ospectus in a
jurisdiction for 12 consecutive months, or the asset allocatio ice has been

operated for at least 12 consecutive months and has invested onl\R\# participating funds
each of which has distributed securities under a prospec l@l’l a jurisdiction for at
least 12 consecutive months, or

allocation service that does not satisfy the require of subparagraph (i), the sales
communication is sent only to

(i) if the sales communication p;@?’to a mutual fund or asset

4

(A)  securityholders frb mutual fund or participants in the asset
allocation service, or

(B) security’&s of a mutual fund or participants in an asset
allocation service under commo agement with the mutual fund or asset allocation

service; c ;

(b)  the sales c Qnication also contains standard performance data of the
mutual fund or ass ocation service and, in the case of a written sales
communication, the ard performance data is presented in type size that is equal to
or larger than th to present the other performance data;

(© %\,performance data reflects or includes references to all elements of
return; a

@ except as permitted by subsection 15.3(3), the sales communication does

nQt Xpntain performance data for a period that is before the time when the mutual fund

%ed its securities under a prospectus or before the asset allocation service
mmenced operation.

Decision 2001-C-0209, 15.6; M.O. 2012-06, s. 38.
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15.7. Advertisements

An advertisement for a mutual fund or asset allocation service shall not compare
the performance of the mutual fund or asset allocation service with any benchmark or
investment other than

(@) one or more mutual funds or asset allocation services that are un(feé
common management or administration with the mutual fund or asset allocation '
to which the advertisement pertains; (1/

(b) one or more mutual funds or asset allocation servic?éagmt have
fundamental investment objectives that a reasonable person would cogsidg@r similar to
the mutual fund or asset allocation service to which the advertisemer@(tains; or

(© an index. @

Decision 2001-C-0209, 15.7. &O

15.8. Performance Measurement Periods Covere@i]{erformance Data

(1) A sales communication, other than a report t¢ securityholders, that relates to a
money market fund may provide standard per&) Mce data only if

(@) the standard performance @‘has been calculated for the most recent 7
day period for which it is practica% calculate, taking into account publication
deadlines; and O

(b)  the 7 day periodgqe® not start more than 45 days before the date of the
appearance, use or publica@ the sales communication.

(2) A sales comm n, other than a report to securityholders, that relates to an
asset allocation seg or to a mutual fund other than a money market fund may
provide standaro@wmance data only if

(@) %’standard performance data has been calculated for the 10, 5, 3 and
one year G@ s and the period since the inception of the mutual fund if the mutual fund
has b ffering securities by way of prospectus for more than one and less
tha ears,; and

§ (b)  the periods referred to in paragraph (a) end on the same calendar month
d that is

0] not more than 45 days before the date of the appearance or use of
the advertisement in which it is included, and
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(i) not more than 3 months before the date of first publication of any
other sales communication in which it is included.

(3)  Arreport to securityholders may contain standard performance data only if

(@) the standard performance data has been calculated for the 10, 5, 3 and
one year periods and the period since the inception of the mutual fund if the mutual fw'§
has been offering securities by way of simplified prospectus for more than one ar&h@
than 10 years; and (1/

(b) the periods referred to in paragraph (a) end on the day a@mch the
balance sheet of the financial statements contained in the report to secyritylolders was
prepared. i

(4) A sales communication shall clearly identify the periods @/hich performance

data is calculated.
&O

Decision 2001-C-0209, 15.8; M.O. 2012-06, s. 38. '\(1/

15.9. Changes affecting Performance Data (19

(1) If, during or after a performance m dment period of performance data
contained in a sales communication, thgreJhave been changes in the business,
operations or affairs of the mutual fun @asset allocation service to which the sales
communication pertains that could %materially affected the performance of the
mutual fund or asset allocation sery e sales communication shall contain

have affected the perfor had those changes been in effect throughout the
performance measuremegt lod; and

(@  summary di@f the changes, and of how those changes could

(b) fora (@/ market fund that during the performance measurement period

did not pay or the full amount of any fees and charges of the type described
under paragr 5.11(1)1, disclosure of the difference between the full amounts and
the amoun ually charged, expressed as an annualized percentage on a basis

comparall& t9 current yield.

(2) ®a mutual fund has, in the last 10 years, undertaken a reorganization with, or
a q&ed assets from, another mutual fund in a transaction that was a material change
%he mutual fund or would have been a material change for the mutual fund had this
\ gulation been in force at the time of the transaction, then, in any sales
communication of the mutual fund,

(@  the mutual fund shall provide summary disclosure of the transaction;
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(b)  the mutual fund may include its performance data covering any part of a
period before the transaction only if it also includes the performance data for the other
fund for the same periods;

(c) the mutual fund shall not include its performance data for any part of a
period after the transaction unless

0] 12 months have passed since the transaction, or Q

(i) the mutual fund includes in the sales communicati the
performance data for itself and the other mutual fund referred to in paragr @)); and

(d) the mutual fund shall not include any performance dat ny period that
is composed of both time before and after the transaction. §

Decision 2001-C-0209, 15.9; M.O. 2005-06, ss. 8 and 11.
15.10. Formula for Calculating Standard Perfo@ce Data

(1) The standard performance data of a n\all fund shall be calculated in
accordance with this section. Q
iod

(2) In this Part

"current yield" means the vyi a money market fund expressed as a
percentage and determined by appp#Ahe following formula:

current yield = [7@eturn X 365/7] x 100;

"effective yield" the yield of a money market fund expressed as a
percentage and deter by applying the following formula:

effgefgeyield = [(7 day return + 1)365/7 - 1] x 100;

"7 d urn" means the income yield of an account of a securityholder in a
money ej) tund that is calculated by

@ determining the net change, exclusive of new subscriptions other than
fr r{(the reinvestment of distributions or proceeds of redemption of securities of the
\ ey market fund, in the value of the account,
(b)  subtracting all fees and charges of the type referred to in
paragraph 15.11(1)3 for the 7 day period, and
(c) dividing the result by the value of the account at the beginning of the 7 day
period;
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"standard performance data" means
(@  for a money market fund
0] the current yield, or

(i) the current yield and effective yield, if the effective yield is re@@

in a type size that is at least equal to that of the current yield, and (1/
(b) for any mutual fund other than a money market fund, the tot M
calculated in each case in accordance with this section; and 4

"total return" means the annual compounded rate of return f ?fhutual fund for a
period that would equate the initial value to the redeemable v at the end of the
period, expressed as a percentage, and determined by apply'r@w following formula:

total return = [(redeemable value/initial val,u\él/(llN)-l] x 100

where N = the length of the p@rmance measurement period in
years, with a minimum vaMe of 1.

M)
ep.ﬁ/pe described in paragraph 15.11(1)1
e and initial value of the securities of a
pial value of securities of a mutual fund shall
be the net asset value of one unit re of the mutual fund at the beginning or at the
end of the performance measqﬁ t period, minus the amount of those fees and
{

charges calculated by applyi e assumptions referred to in that paragraph to a
hypothetical securityholder t

3) If there are fees and charges of
relevant to the calculation of redeemal
mutual fund, the redeemable value a

4) If there are no nd charges of the type described in paragraph 15.11(1)1
relevant to a calcul of total return, the calculation of total return for a mutual fund
may assume a etical investment of one security of the mutual fund and be
calculated as fpINys:

(a C)initial value" means the net asset value of one unit or share of a mutual

fund g eginning of the performance measurement period; and
(b) "redeemable value" =
\E R x (1 + D1/P1) x (1 + D2/P2) x (1 + D3/P3) . . . x (1 + Dn/Pn)

where R = the net asset value of one unit or security of the mutual
fund at the end of the performance measurement period,

86



REGULATION IN FORCE FROM OCTOBER 30, 2012 TO MAY 30, 2013

D = the dividend or distribution amount per security of the
mutual fund at the time of each distribution,

P = the dividend or distribution reinvestment price per
security of the mutual fund at the time of each distribution,
and

n = the number of dividends or distributions duri Nh"?
performance measurement period. (1/%

)

(5) Standard performance data of an asset allocation service shall bgbased upon
the standard performance data of its participating funds. 4

(6)  Performance data @

(@) for a mutual fund other than a money marke&@ shall be calculated to
the nearest one-tenth of 1%; and '\(1/

(b)  for a money market fund shall be calqu&d to the nearest one-hundredth

of 1%.
)
Decision 2001-C-0209, 15.10. (b
15.11. Assumptions for Calc%%g Standard Performance Data

(1) The following assumpti all be made in the calculation of standard
performance data of a mutual ;

1. Recurring fags“ed charges that are payable by all securityholders

(@) ccrued or paid in proportion to the length of the performance
measurement pe, ',

if structured in a manner that would result in the performance

informatigE\pging dependent on the size of an investment, are calculated on the basis of
an inve&drent equal to the greater of $10,000 or the minimum amount that may be
inve @ and
§ (c) if fully negotiable, are calculated on the basis of the average fees
id by accounts of the size referred to in paragraph (b).
2. There are no fees and charges related to specific optional services.
3. All fees and charges payable by the mutual fund are accrued or paid.
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4. Dividends or distributions by the mutual fund are reinvested in the mutual
fund at the net asset value per security of the mutual fund on the reinvestment dates
during the performance measurement period.

5. There are no non-recurring fees and charges that are payable by some or
all securityholders and no recurring fees and charges that are payable by some but not

all securityholders. '\(b

6. A complete redemption occurs at the end of the perf@v@nce
measurement period so that the ending redeemable value includes elements ofWfeturn
that have been accrued but not yet paid to securityholders. Q)Q S

(2) The following assumptions shall be made in the calcu Tréo of standard
performance data of an asset allocation service:

1. Fees and charges that are payable by particip @in the asset allocation
service ’{

(@) are accrued or paid in proportlo q(e length of the performance
measurement period;

(b) if structured in a mann@at would result in the performance
information being dependent on the size of an wWestment, are calculated on the basis of
an investment equal to the greater of QOOO or the minimum amount that may be

invested; and @

(© if fully neg y%d are calculated on the basis of the average fees
paid by accounts of the size r to in paragraph (b).

There are n f@ and charges related to specific optional services.

The i ent strategy recommended by the asset allocation service is
utlllzed for the p nce measurement period.

C}Q;nsfer fees are
Q‘ €) accrued or paid;

Q (b) if structured in a manner that would result in the performance

S&mation being dependent on the size of an investment, calculated on the basis of an

count equal to the greater of $10,000 or the minimum amount that may be invested;
and

(c) if the fees and charges are fully negotiable, calculated on the basis
of the average fees paid by an account of the size referred to in paragraph (b).
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5. A complete redemption occurs at the end of the performance
measurement period so that the ending redeemable value includes elements of return
that have been accrued but not yet paid to securityholders.

3) The calculation of standard performance data shall be based on actual historical
performance and the fees and charges payable by the mutual fund and securityholders,
or the asset allocation service and participants, in effect during the performan%
measurement period. '\

Decision 2001-C-0209, 15.11. q/
Q-
15.12. Sales Communications During the Waiting Period 4(5
If a sales communication is used after the issue of a receay r a preliminary

prospectus of the mutual fund described in the sales commun on but before the
issue of a receipt for its prospectus, the sales communication @I state only

(@  whether the security represents a share in &¥orporation or an interest in a
non-corporate entity; Q

(b) the name of the mutual fund and it m{':llﬁger;
)

(c) the fundamental investment 'e(c).t)\/es of the mutual fund;

(d)  without giving detalils, er the security is or will be a qualified
investment for a registered retire vings plan, registered retirement income fund
or registered education savings& r qualifies or will qualify the holder for special tax
treatment; and O

(e) any additiongl rmation permitted by securities legislation.

Decision 2001-C-02Q§ ).12; M.O. 2012-06, s. 38.

15.13. Pr&iblted Representations

that is d does not include the word "shares".

<
\}

(1) S;éﬁipes issued by an unincorporated mutual fund shall be described by a term
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(2) No communication by a mutual fund or asset allocation service, its promoter,
manager, portfolio adviser, principal distributor, participating dealer or a person
providing services to the mutual fund or asset allocation service shall describe a mutual
fund as a commodity pool or as a vehicle for investors to participate in the speculative
trading of, or leveraged investment in, derivatives, unless the mutual fund is a
commodity pool as defined in Regulation 81-101 respecting Mutual Fund Prospectus

Disclosure (c. V-1.1, r. 38). '\(b
Decision 2001-C-0209, 15.13; M.O. 2005-06, s. 12. (19
15.14. Sales Communication - Multi-Class Mutual Funds (bQ’\

A sales communication for a mutual fund that distributes 'ﬂe\ent classes or
series of securities that are referable to the same portfolio shall not in performance
data unless the sales communication complies with the following rements:

1. The sales communication clearly specifies the’&a@ or series of security to

which any performance data contained in the sales com ication relates.
2. If the sales communication refers t(r&(e than one class or series of
security and provides performance data for_any¥one class or series, the sales

communication shall provide performance % f0r each class or series of security
referred to in the sales communication and,shal? clearly explain the reasons for different
performance data among the classes or

3. A sales communicatj r a new class or series of security and an
existing class or series of secuy all not contain performance data for the existing
class or series unless the communication clearly explains any differences
between the new class or§£ and the existing class or series that could affect

performance.

Decision 2001-C-0@®§4.

PART 16 &oked)

W@%ﬁzog, Part 16; M.O. 2005-06, s. 9.

16.&®evoked).

@cision 2001-C-0209, 16.1: M.O. 2005-06, s. 9.

16.2. (Revoked).

Decision 2001-C-0209, 16.2; M.O. 2005-06, s. 9.
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16.3. (Revoked).

Decision 2001-C-0209, 16.3; M.O. 2005-06, s. 9.

PART 17 (Revoked)

Decision 2001-C-0209, Part 17; M.O. 2005-06, s. 9. '\(b
17.1. (Revoked). (19
Decision 2001-C-0209, 17.1; M.O. 2005-06, s. 9. (bQ’\

17.2. (Revoked). 4

Decision 2001-C-0209, 17.2; M.O. 2005-06, s. 9. @v

17.3. (Revoked). &O

Decision 2001-C-0209, 17.3; M.O. 2005-06, s. 9. Q'\(I/

PART 18 SECURITYHOLDER RECORDS (1/
)

18.1. Maintenance of Records (b

A mutual fund that is not a cor %’wn shall maintain, or cause to be maintained,
up to date records of 6@

(@ the names and @,&t known addresses of each securityholder of the

mutual fund; O

(b) the nu d class or series of a class of securities held by each
securityholder of th ual fund; and

(c) t eQate and details of each issue and redemption of securities, and each
distribution mutual fund.

Decisi 1-C-0209, 18.1.

1?}& Availability of Records
\SL A mutual fund that is not a corporation shall make, or cause to be made, the
records referred to in section 18.1 available for inspection, free of charge, during normal

business hours at its principal or head office by a securityholder or a representative of a
securityholder, if the securityholder has agreed in writing that the information contained
in the register will not be used by the securityholder for any purpose other than
attempting to influence the voting of securityholders of the mutual fund or a matter
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relating to the relationships among the mutual fund, the members of the organization of
the mutual fund, and the securityholders, partners, directors and officers of those
entities.

(2) A mutual fund shall, upon written request by a securityholder of the mutual fund,
provide, or cause to be provided, to the securityholder a copy of the records referred to
in paragraphs 18.1(a) and (b) if the securityholder '\(b

(@) has agreed in writing that the information contained in the registe(@not
be used by the securityholder for any purpose other than attempting to influerwe the
voting of securityholders of the mutual fund or a matter relating to the ad @niation of
the mutual fund; and 4%

(b) has paid a reasonable fee to the mutual fund that %‘not exceed the
reasonable costs to the mutual fund of providing the copy of the reyster.

Decision 2001-C-0209, 18.2. A
PART 19  EXEMPTIONS AND APPROVALS Q’\q’

19.1. Exemption (1/

Q-
(1) The regulator or securities regulator, afbmrity may grant an exemption from this
Regulation, in whole or in part, subjec éSuch conditions or restrictions as may be
imposed in the exemption. @

(2) Despite subsection (1), 'Qntario only the regulator may grant such an

exemption. O

Decision 2001-C-0209, 1{1™M.0. 2005-06, s. 11.

19.2. Exemption §®proval under Prior Policy

(1) A mutyal™und that has obtained, from the regulator or securities regulatory
authority, a ption or waiver from, or approval under, a provision of National Policy
Stateme . 39 before this Regulation came into force is exempt from any
substﬁw similar provision of this Regulation, if any, on the same conditions, if any,

as ntained in the earlier exemption or approval, unless the regulator or securities
r %tory authority has revoked that exemption or waiver under authority provided to it
\ curities legislation.

(2) Despite Part 7, a mutual fund that has obtained, from the regulator or securities
regulatory authority, approval under National Policy Statement No. 39 to pay incentive
fees may continue to pay incentive fees on the terms of that approval if disclosure of the
method of calculation of the fees and details of the composition of the benchmark or
index used in calculating the fees are described in the prospectus of the mutual fund.
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(3) A mutual fund that intends to rely upon subsection (1) shall, at the time of the first
filing of its pro forma prospectus after this Regulation comes into force, send to the
regulator a letter or memorandum containing

(@) a brief description of the nature of the exemption from, or approval under,
National Policy Statement No. 39 previously obtained; and '\(b

(b) the provision in the Instrument that is substantially similar to the mﬁion
in National Policy Statement No. 39 from or under which the exemption or aaro was

previously obtained. S

Decision 2001-C-0209, 19.2; M.O. 2005-06, s. 11; M.O. 2012-06, s. %A
19.3. Revocation of exemptions @

An exemption, waiver or approval granted to a mutuaﬂ% under National Policy
Statement No. 39 or this Regulation before December 3€) 2003, that allows the mutual
fund to invest in other mutual funds, shall 5\ nger have effect as of
December 31, 2004. (1/6

M.O. 2004-02, s. 16. S
0P

PART 20 TRANSITIONAL Qg‘
20.1. (Revoked). O@

Decision 2001-C-0209, 20.1; l\@ 005-06, s. 10.

20.2. Sales Communic%i@
ions, other than advertisements, that were printed before

Sales com
December 31, 1 y be used until August 1, 2000, despite any requirements in this
Regulation.

Decision é&O%—%-OZOQ, 20.2; M.O. 2005-06, s. 11.

20. @ports to Securityholders
\é This Regulation does not apply to reports to securityholders

(@) printed before February 1, 2000; or

93



REGULATION IN FORCE FROM OCTOBER 30, 2012 TO MAY 30, 2013

(b) that include only financial statements that relate to financial periods that
ended before February 1, 2000.

Decision 2001-C-0209, 20.3; M.O. 2005-06, s. 11.

20.4. Mortgage Funds

Paragraphs 2.3(b) and (c) do not apply to a mutual fund that has;@@
f

fundamental investment objectives to permit it to invest in mortgages in accord ith
Regulation No. 29 respecting Mutual Funds Investing in Mortgages (c. V-1.1, r. 4%/i

4
(@) a Regulation replacing Regulation No. 29 respecting I\%hual Funds
Investing in Mortgages has not come into force; 4

(b)  the mutual fund was established, and has a si ied prospectus for
which a receipt was issued, before the date that this Regula}{@me into force; and

(c) the mutual fund complies with Regulation 29 respecting Mutual Funds
Investing in Mortgages. Q

Decision 2001-C-0209, 20.4; M.O. 2005-06, ss. 11 glﬁ 12; M.O. 2012-06, s. 36.
4

20.5. Delayed Coming into Force (b

(2) Despite section 20.1, subs@r 4.4(1) does not come into force until
August 1, 2000. O

(2) Despite section 20.1, t@owing provisions of this Regulation do not come into
force until February 1, 2001

1. Subsect] (2).
2. Su on 2.7(4).
3. C)@j&)section 6.4(1).

Q‘ Subsection 6.8(4).
p4
eion 2001-C-0209, 20.5; M.O. 2005-06, s. 11.

D,
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 '\(b

Q
Austria (1/

4
Osterreichische Termin-und Option borse (OTOB - The Austrian Opti ngbnd Futures
Exchange)

Belgium @v

Belfox CV (Belgium Futures and Options Exchange) &O
Brazil Q'\(I/
Bolsa Brasileira de Futuros (1/

Bolsa de Mercadorias & Futuros Q S

Bolsa de Valores de Rio de Janeiro (b

Canada @Q/
The Winnipeg Commodity Exchq@

The Toronto Futures Exchang()
The Montreal Exchange O

Denmark @
©)

Kobenhavus Fo (Copenhagen Stock Exchange)

Garenti fonde ankse Optioner og Futures (Guarantee Fund for Danish Options
and Future

Futop (C agen Stock Exchange)

FinIQ@
\§$inki Stock Exchange

Yy 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 Terminbérse GmbH '\(b

EUREX q/Q
Hong Kong (bQ’\

Hong Kong Futures Exchange Limited §
Ireland @
Irish Futures and Options Exchange &O

Italy Q\%

Milan Italiano Futures Exchange Q
Japan (b

Osaka Shoken Torihikisho (Osaka Sega{jes Exchange)

The Tokyo Commaodity Exchange f stry
The Tokyo International Financi res Exchange
Tokyo Grain Exchange O

Tokyo Stock Exchange O

Netherlands O®

AEX Options & I%Qes Exchange

EOE-Optiebeyrscuropean Options Exchange)
Financiele @nmarkt Amsterdam N.V.

New d
ge&ealand Futures and Options Exchange
\ rway

Oslo Stock Exchange
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Philippines

Manila International Futures Exchange

Portugal

Bosa de Derivatives de Porto '\(b
Singapore (19
Singapore Commodity Exchange (SICOM) Q A
Singapore International Monetary Exchange Limited (SIMEX) 4(5

Spain @v

Meff Renta Fija

Meff Renta Variable &O
Sweden Q'\(I/

OM Stockholm Fondkommission AB (1/
4

Switzerland Q)Q

EUREX &

Q
@)

United Kingdom &

International Petroleum Exc@& (IPE)

London International Finagc utures and Options Exchange (LIFFE)
London Metal Exchan E)

OM London Q~

United States Q

Chicago @ of Options Exchange (CBOE)
Chicag®@oard of Trade (CBOT)
ChigayoMercantile Exchange (CME)
Co%odity Exchange, Inc. (COMEX)
?ncial Instrument Exchange (Finex) a division of the New York Cotton Exchange
\ ard 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 FuncB
(c. V-1.1, r. 39) N
For the year ended [insert date] (19

We hereby confirm that we have complied with tiﬁa?pplicable
requirements of Parts 9, 10 and 11 of Regulation 81-102 respecting Mu Funds for
the year ended [insert date] [except as follows:] [list exceptions, if an

[NAME of mutual fund] ®$
<O

q/

N

Name and office of the person executing this re%rt v

Signature

4

o (gfb

&it Report
AN

TO: [The appropriate securi@ gulatory authorities]

RE: Compliance Repo (QQegulation 81-102 respecting Mutual Funds For the year

ended [insert d@

We have Qﬂed [name of mutual fund]'s report made under section 12.1 of
Regulation 81, &respecting Mutual Funds regarding its compliance for the year ended
[insert date %the applicable requirements of Parts 9, 10 and 11 of that Regulation.
Complia ith these requirements is the responsibility of the management of [name
of muufld und] (the "Fund"). Our responsibility is to express an opinion on
ma@ ent's compliance report based on our audit.

We conducted our audit in accordance with the standards for assurance
gagements 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. \(b
City "I/Q
Date Chartered Accou nta‘ch h
Decision 2001-C-0209, Appendix B-1; M.O. 2005-06, s. 12. 4
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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 FuncB
(c. V-1.1, r. 39) N
For the year ended [insert date] (19

FOR: [Name(s) of the mutual fund (the "Fund][s]")] Q)Q A
We hereby confirm that we have complied wi e applicable

requirements of Parts 9, 10 and 11 of Regulation 81-102 respecy utual Funds in
respect of the Fund[s] for the year ended [insert date] [eX as follows:] [list

exceptions, if anyl]. &O
NV
o

[NAME of the Distributor]

Signature
M)

Name and office of the person executin@g‘report
0

Date &U
OO Audit Report

TO: [The appropriaé@.urities regulatory authorities]

RE: Complian ort on Regulation 81-102 respecting Mutual Funds For the year
ended [insert ga

of Re fon 81-102 respecting Mutual Funds regarding its compliance for the year
end sert date] with the applicable requirements of Parts 9, 10 and 11 of that
e&ation in respect of the [name of mutual funds] (the "Funds"). Compliance with
%e requirements is the responsibility of the management of [name of principal
\l tributor] (the "Company"). Our responsibility is to express an opinion on
management's compliance report based on our audit.

W? @)e audited [name of principal distributor]'s report made under section 12.1

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. '\(b

This report is provided solely for the purpose of assisting the securities rq@ory
authority [ies] to which it is addressed in discharging its [their] responsibiliti® and
should not be used for any other purpose. (b S

City §
Date Chartered R‘&untants

Decision 2001-C-0209, Appendix B-2; M.O. 2005-06, s. 12.&0
NV
%
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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 FuncB
(c. V-1.1, . 39) N
For the year ended [insert date] (19

We hereby confirm that we have sold mutual fund secur}fﬁ%l’o which
Regulation 81-102 respecting Mutual Funds is applicable. In conngct with our
activities in distributing these securities, we have complied w'ﬂ'x{he applicable
requirements of Parts 9, 10 and 11 of Regulation 81-102 respecti utual Funds for
the year ended [insert date] [except as follows:] [list exceptions, if .

[NAME of the Distributor] A

Ny

Signature

I\Q S

Name and office of the person executing ta re@ort

Va

Date O‘O )

C,} Audit Report

TO: [The appropriate sg[c@es regulatory authorities]

RE: Compliance @r on Regulation 81-102 respecting Mutual Funds For the year
ended [insert daQé~
We 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 t date] with the applicable requirements of Parts 9, 10 and 11 of that
Re n in respect of sales of mutual fund securities. Compliance with these
r q%d(ements is the responsibility of the management of [name of participating dealer]
@ "Company”). Our responsibility is to express an opinion on management's
mpliance 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. '\(b

This report is provided solely for the purpose of assisting the securities rq@ory
authority [ies] to which it is addressed in discharging its [their] responsibiliti® and
should not be used for any other purpose. S

City 4(5

Date Chartered R‘&untants

Decision 2001-C-0209, Appendix B-3; M.O. 2005-06, s. 12.&0
NV
%
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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" M

New Brunswick Section 13.2 of Local Rule 31-501, Registration Reun%ng

i
.
Nova Scotia Section 67 of the General Securities Rules A~ V

N
M.O. 2006-03, s. 7; M.O. 2009-05, s. 2. 403

Decision 2001-C-0209, 2001-05-22 @
Bulletin hebdomadaire: 2001-06-01, Vol. XXXII n°22 &O

Amendments
NV

Decision 2004-C-0020, 2004-01-23 (19
Bulletin hebdomadaire: 2004-03-05, Vol. XXXV6Q9
M.O. 2004-01, 2004 G.O. 2, 1064 (b

Decision 2005-PDG-0121, 2005-05-09 Q‘
Bulletin de I'Autorité: 2005-06-03, VO@’ZZ
M.O. 2005-06, 2005 G.O. 2, 1550

Decision 2006-PDG-0184, 20@0-19
Bulletin de I'Autorité: 2006- , Vol. 3n° 46
M.O. 2006-03, 2006 G.(@ 86

Decision 2008-PD , 2008-02-22
Bulletin de I'Aut 008-03-14, Vol. 5 n° 10
M.O. 2008-06,2088 G.0O. 2, 726

-PDG-0200, 2008-07-18
Autorité: 2008-09-05, Vol. 5 n° 35
8-13, 2008 G.O. 2, 4556

?ision 2009-PDG-0123, 2009-09-04
ulletin 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
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Decision 2012-PDG-0055, 2012-03-20
Bulletin de I’'Autorité; 2012-04-26, Vol. 9, n° 17
M.O. 2012-06, 2012 G.0O. 2, 1269
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