REGULATION IN FORCE FROM MAY 31 TO AUGUST 31, 2013

Last amendment in force on May 31, 2013
This document has official status

chapter 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.

Securities Act r\ )
(chapter V-1.1, s. 331.1) &(‘b
PART 1 DEFINITIONS AND APPLICATION \)6

1.1. Definitions \)O

In this Regulation ?‘

“acceptable clearing corporation” me@g clearing corporation that is an
acceptable clearing corporation under the J Re®gulatory Financial Questionnaire and
Report;

“advertisement” means a saleféqmmunication that is published or designed for

use on or through a public mediw
“asset allocation servige”dmeans an administrative service under which the

erviRe
investment of a person is @ted, in whole or in part, among mutual funds to which
this Regulation applies eallocated among those mutual funds and, if applicable,
other assets accordi n asset allocation strategy;

equivalent b ed entries under which all securities of a class or series deposited
within the m are treated as fungible and may be transferred or pledged by
bookkee ntry without physical delivery;

“book-ba;d stem” means a system for the central handling of securities or

Q“ orrowing agent” means any of the following:

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

(b) a qualified dealer from whom a mutual fund borrows securities in order to
sell them short;
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“cash cover” means any of the following assets of a mutual fund that are held by
the mutual fund, have not been allocated for specific purposes and are available to
satisfy all or part of the obligations arising from a position in specified derivatives held
by the mutual fund or from a short sale of securities made by the mutual fund:

(@ cash;

(b)  cash equivalents '\

Q
(c) synthetic cash; (1/

)
(d) receivables of the mutual fund arising from the disposki®y of portfolio
assets, net of payables arising from the acquisition of portfolio asset,

(e) securities purchased by the mutual fund in aﬁverse repurchase

transaction under section 2.14, to the extent of the cash pai ose securities by the

mutual fund; \)

() each evidence of indebtedness that h remaining term to maturity
of 365 days or less and a designated rating; O

(g) each floating rate evidence of ir,{eb dness if

0] the floating interes rgbof the indebtedness is reset no later than
every 185 days, and 4

(i) the princip unt of the indebtedness will continue to have a
market value of approximatel at the time of each change in the rate to be paid to
the holders of the evidence@%ebtedness;

(h) securitie@ ed by a money market fund;

“cash eqyryalent” means an evidence of indebtedness that has a remaining term
to maturity days or less and that is issued, or fully and unconditionally
guarantee principal and interest, by

Q the government of Canada or the government of a jurisdiction,

e: (b) the government of the United States of America, the government of one of

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 a
designated rating, or

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

“clearing corporation” means an organization through which trades in options or
standardized futures are cleared and settled;

“clearing corporation option” means an option, other than an option on futyr\%
issued by a clearing corporation; Q

“clone fund” means a mutual fund that has adopted a fundamental in%tment
objective to track the performance of another mutual fund; r\ )

“conventional convertible security” means a security of &Slssuer that s,
according to its terms, convertible into, or exchangeable for, (@r ecurities of the
issuer, or of an affiliate of the issuer;

“conventional floating rate debt instrument” means @/idence of indebtedness
of which the interest obligations are based upon b&hmark commonly used in
commercial lending arrangements; a?“

“conventional warrant or right” means Q:urlty 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; (-b

“currency cross hedge” mean substitution by a mutual fund of a risk to one
currency for a risk to another ¢ , If neither currency is a currency in which the
mutual fund determines its net% value per security and the aggregate amount of
currency risk to which the mu d is exposed is not increased by the substitution;

“custodian” mean |nst|tut|on appointed by a mutual fund to act as custodian
of the portfolio asset mutual fund;

“dealer % d mutual fund” means a mutual fund the portfolio adviser of which

is a dealer m@

¢ manager’ means
Q(a a specified dealer that acts as a portfolio adviser,

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

(© a partner, director or officer of a portfolio adviser referred to in
paragraph (b);
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“debt-like security” means a security purchased by a mutual fund, other than a
conventional convertible security or a conventional floating rate debt instrument, that
evidences an indebtedness of the issuer if

(@  either

0] the amount of principal, interest or principal and interest to id
to the holder is linked in whole or in part by a formula to the appreciation or de tion

in the market price, value or level of one or more underlying interest¢” on a
predetermined date or dates, or '\ )

(i) the security provides the holder with a right to vert or exchange
the security into or for the underlying interest or to purchase the u IY¥ing interest, and

(b)  on the date of acquisition by the mutual f Qe percentage of the
purchase price attributable to the component of the s that is not linked to an
underlying interest is less than 80% of the purchase prlc d by the mutual fund;

hat is a measure of the change in
value of the underlying interest of

“delta” means the positive or negative num
market value of an option relative to changes }j

the option; '\

“designated rating” means, for (sburity or instrument, a rating issued by a
designated rating organization, or it RO affiliate, that is at or above one of the
following rating categories, or th ?&t or above a category that replaces one of the
following rating categories, if &

(@) there has bee@announcement by the designated rating organization or
its DRO affiliate of whic mutual fund or its manager is or reasonably should be
aware that the ratin e security or instrument to which the designated rating was
given may be dowé ed to a rating category that would not be a designated rating,
and

(b) designated rating organization or any of its DRO affiliates has rated the
security Q?[rument in a rating category that is not a designated rating:

Designated Rating Commercial Paper/ Long Term Debt

Organization Short Term Debt

\e DBRS Limited R-1 (low) A
Fitch, Inc. F1 A
Moody’s Canada Inc. P-1 A2
Standard & Poor’s Ratings A-1 (Low) A
Services (Canada)

“designated rating organization” means
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(@) each of DBRS Limited, Fitch, Inc., Moody’s Canada Inc., and Standard &
Poor’s Ratings Services (Canada), including their DRO affiliates; or

(b) any other credit rating organization that has been designated under
securities legislation;

“DRO affiliate” has the same meaning as in section 1 of Regulation 6’-‘01
respecting Designated Rating Organizations (chapter V-1.1, r. 8.1); (1/

“equivalent debt” means, in relation to an option, swap, forward coraet or debt-
like security, an evidence of indebtedness of approximately the sam rm as, or a
longer term than, the remaining term to maturity of the option, swg contract or debt-
like security and that ranks equally with, or subordinate to, the @n or payment that
may arise under the option, swap, contract or debt-like security;

“fixed portfolio ETF” means an exchange-traded fund not in continuous
distribution that

@) has fundamental investment obj@gwhich include holding and
maintaining a fixed portfolio of publicly traded securities of one or more issuers
the names of which are disclosed in its prospgctus, and

(b)  trades the securities referi (QB in paragraph (a) only in the circumstances
disclosed in its prospectus; i

“floating rate evidence of&dness” means an evidence of indebtedness that
has a floating rate of interest getéymined over the term of the obligation by reference to
a commonly used benchm erest rate and that satisfies any of the following:

(@) if the ev e of indebtedness was issued by a person or company other
than a government ermitted supranational agency, it has a designated rating;

(b) z %&' evidence of indebtedness was issued by a government or a
permitted ational agency, it has its principal and interest fully and unconditionally
guarangby any of the following:

(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 a designated rating;

) the government of Canada or the government of a jurisdiction of
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“forward contract” means an agreement, not entered into with, or traded on, a
stock exchange or futures exchange or cleared by a clearing corporation, to do one or
more of the following on terms or at a price established by or determinable by reference
to the agreement and at or by a time in the future established by or determinable by
reference to the agreement:

1. Make or take delivery of the underlying interest of the agreement. '\(b
2. Settle in cash instead of delivery; (19

“fundamental investment objectives” means the investment obpgtwes of a
mutual fund that define both the fundamental nature of the mutu nd and the
fundamental investment features of the mutual fund that distinguish & from other mutual

funds 6
“futures exchange” means an association or organiza@)perated to provide the

facilities necessary for the trading of standardized futures;

“‘government security” means an evidence of |%btedness issued, or fully and
unconditionally guaranteed as to principal and i by any of the government of
Canada, the government of a jurisdiction or & vernment of the United States of
America;

or insured, by the government of Ca , by the government of a jurisdiction or by an
agency of any of those governmeSt by an insurer authorized to offer its services to

“guaranteed mortgage” means i:l ?I)gage fully and unconditionally guaranteed,

the public in Canada as an insu ortgages;

“hedging” means th@ering into of a transaction, or a series of transactions,
and the maintaining of t sition or positions resulting from the transaction or series
of transactions

€) if @Q
6) the intended effect of the transaction, or the intended cumulative
effect eries of transactions, is to offset or reduce a specific risk associated with

all o% lon of an existing investment or position or group of investments or positions,

(i) the transaction or series of transactions results in a high degree of

gative correlation between changes in the value of the investment or position, or

group of investments or positions, being hedged and changes in the value of the
instrument or instruments with which the investment or position is hedged, and

(i)  there are reasonable grounds to believe that the transaction or
series of transactions no more than offset the effect of price changes in the investment
or position, or group of investments or positions, being hedged, or
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(b) if the transaction, or series of transactions, is a currency cross hedge;
“IIROC” means the Investment Industry Regulatory Organization of Canada,;
“illiquid asset” means

facilities on which public quotations in common use are widely available at unt

that at least approximates the amount at which the portfolio asset is vadied in
calculating the net asset value per security of the mutual fund, or f\ -

(@) a portfolio asset that cannot be readily disposed of through ggket

(b) a restricted security held by a mutual fund, the ;ﬁzjle of which is
prohibited by a representation, undertaking or agreement by the | fund or by the
predecessor in title of the mutual fund; \)

“independent review committee” means the indepe review committee of the
investment fund established under Regulation 81-107_r cting Independent Review
Committee for Investment Funds (chapter V-1.1, r. 43);

‘index mutual fund” means a mutu%@ that has adopted fundamental
investment objectives that require the mutualkf

@) hold the securities that eqacluded in a permitted index or permitted
indices of the mutual fund in substa y the same proportion as those securities are
reflected in that permitted index or, t% permitted indices, or

(b) invest in a m$n§r that causes the mutual fund to replicate the

performance of that permitt ex or those permitted indices;

“index particip nit” means a security traded on a stock exchange in Canada
or the United State issued by an issuer the only purpose of which is to

@) %(he securities that are included in a specified widely quoted market
index in sy ially the same proportion as those securities are reflected in that index,

%;; invest in a manner that causes the issuer to replicate the performance of

“investor fees” means, in connection with the purchase, conversion, holding,
transfer or redemption of securities of a mutual fund, all fees, charges and expenses
that are or may become payable by a securityholder of the mutual fund to a member of
the organization of the mutual fund other than a member of the organization acting
solely as a participating dealer;
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“Joint Regulatory Financial Questionnaire and Report” means the Joint
Regulatory Financial Questionnaire and Report of various Canadian SROs on the date
that this Regulation comes into force and every successor to the form that does not
materially 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 '\(b

(@) an option, entitles the mutual fund to elect to purchase, sell, rq}ge or
deliver the underlying interest or, instead, pay or receive cash,
)
(b) a standardized future or forward contract, obliges the tual fund to
accept delivery of the underlying interest or, instead, pay or receive Q&h

(© a call option on futures, entitles the mutual fund &t to assume a long
position in standardized futures,

(d) a put option on futures, entitles the mutu INBJ to elect to assume a short
position in standardized futures, and %‘

(e) a swap, obliges the mutual furu&@ccept delivery of the underlying
interest or receive cash;

“management expense ratio” e%tlo expressed as a percentage, of the
expenses of a mutual fund to its averagt net asset value, calculated in accordance with
Part 15 of Regulation 81-106 %ting Investment Fund Continuous Disclosure
(chapter V-1.1, r. 42); é

“manager” means a n that directs the business, operations and affairs of a
mutual fund,

“manager- p %ed number of units” means, in relation to an exchange-traded
mutual fund th continuous distribution, the number of units determined by the
e to time for the purposes of subscription orders, exchanges,

manager fro
redemptio Q)or other purposes;

erial change”: any material change within the meaning of Regulation 81-106
resp%ting Investment Fund Continuous Disclosure;

“member of the organization” has the meaning ascribed to that term in
egulatlon 81-105 respecting Mutual Fund Sales Practices (chapter V-1.1, r. 41);

“MFDA” means the Mutual Fund Dealers Association of Canada;

“money market fund” means a mutual fund that invests its assets in accordance
with section 2.18;
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“mortgage” includes a hypothec or security that creates a charge on real property
in order to secure a debt;

“mutual fund conflict of interest investment restrictions” means the provisions of
securities legislation that

(@) prohibit a mutual fund from knowingly making or holding an invest in
any person who is a substantial securityholder, as defined in securities legislatigg\o¥ the
mutual fund, its management company, manager or distribution company;

)

(b) prohibit a mutual fund from knowingly making or holding ynvestment in
any person in which the mutual fund, alone or together with one or pgre related mutual
funds, is a substantial securityholder, as defined in securities Iegis@) X

(c) prohibit a mutual fund from knowingly making ding an investment in
an issuer in which any person who is a substantial securit er of the mutual fund, its
management company, manager or distribution comparwJas a significant interest, as
defined in securities legislation; %‘

(d) prohibit a mutual fund, a resp person as defined in securities
legislation, a portfolio adviser or a reglst erson acting under a management
contract from knowingly causing any inv nt portfolio managed by it, or a mutual

fund, to invest in, or prohibit a mutuaj fuRd from investing in, any issuer in which a
responsible person, as defined in s [ties legislation, is an officer or director unless
the specific fact is disclosed t wutual fund, securityholder or client, and where
securities legislation requires |® itten consent of the client to the investment is

obtained before the purchase§
(e) prohibit a al fund, a responsible person as defined in securities

legislation, or a portf viser knowingly causing any investment portfolio managed
by it to subscribe rchase or sell, or prohibit a mutual fund from subscribing for,
purchasing or sgHling¥the securities of any issuer from or to the account of a responsible
person, as dt;%'ln securities legislation, an associate of a responsible person or the
an

portfolioaa'., d;

prohibit a portfolio adviser or a registered person acting under a
mar%/ement contract from subscribing for or buying securities on behalf of a mutual
fu here his or her own interest might distort his or her judgment, unless the specific

sgis disclosed to the client and the written consent of the client to the investment is
obtained before the subscription or purchase;

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

0] based on quantitative performance measurements, '\(b

(i) applied consistently to all mutual funds or asset allocatiorri}gices
rated or ranked by it, and

)
(i)  disclosed on the entity’s website, ('b
(b)  thatis not a member of the organization of any mutu@d, and
(c) whose services to assign a rating or ranking mutual fund or asset
allocation service are not procured by the promoter, mana ortfolio adviser, principal

distributor or participating dealer of any mutual fund o t allocation service, or any
of their affiliates; %‘

“net asset value” means the value of thgfoM assets of the investment fund less
the value of the total liabilities of the investment ftind, as at a specific date, determined
in accordance with Part 14 of Regu%o 81-106 respecting Investment Fund
Continuous Disclosure; 4

“non-resident sub-adviser” ns a person providing portfolio management

advice @

(@) whose princi @ce of business is outside of Canada,
(b) that advg portfolio adviser to a mutual fund, and

(© that Js Mot registered under securities legislation in the jurisdiction in which
the portfolio that it advises is located;

means an agreement that provides the holder with the right, but not the
obligat to do one or more of the following on terms or at a price established by or
dete%ri‘nable by reference to the agreement at or by a time established by the

@e ent:
\ 1 Receive an amount of cash determinable by reference to a specified
guantity of the underlying interest of the option.

2. Purchase a specified quantity of the underlying interest of the option.

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

10
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“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, '\(b

(b) the principal office of the principal distributor of the mutual fund, crl/Q

(© a location to which a purchase order or redemption order folNgesurities of
the mutual fund is required or permitted by the mutual fund to K%delivered by
participating dealers or the principal distributor of the mutual fund,; &

“overall rating or ranking” means a rating or ranking qf %tual fund or asset
allocation service that is calculated from standard perfor data for one or more

performance measurement periods, which includes the st period for which the
mutual fund or asset allocation service is require r securities legislation to
?fo

calculate standard performance data, other than the d since the inception of the

mutual fund; O

“participating dealer” means a dealgr %@r than the principal distributor that
distributes securities of a mutual fund; (-b

“participating fund” means a rmlgual fund in which an asset allocation service

permits investment;

regarding an aspect of the i ment performance of a mutual fund, an asset allocation

“performance data” m§n§ a rating, ranking, quotation, discussion or analysis
service, a security, an in a benchmark;

“permitted g@ grtificate” means a certificate representing gold if the gold is

@) G‘mele for delivery in Canada, free of charge, to or to the order of the
holder of t? ificate,

@ of a minimum fineness of 995 parts per 1,000,

Q(c) held in Canada,
\ (d) in the form of either bars or wafers, and
(e) if not purchased from a bank listed in Schedule I, Il or Ill of the Bank Act

(S.C. 1991, c. 46), fully insured against loss and bankruptcy by an insurance company
licensed under the laws of Canada or a jurisdiction;

11
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“permitted index” means, in relation to a mutual fund, a market index that is
€) both

(1) administered by an organization that is not affiliated with any of the
mutual fund, its manager, its portfolio adviser or its principal distributor, and (b
(i) available to persons other than the mutual fund, or Q'\
(b)  widely recognized and used; (1/
)
“permitted supranational agency” means the African Develop t Bank, the
Asian Development Bank, the Caribbean Development Bank, the%opean Bank for

Reconstruction and Development, the European Investment Ba Inter-American
Development Bank, the International Bank for Reconstruction @ velopment and the

International Finance Corporation; O
“physical commodity”, means, in an original or ssed state, an agricultural
product, forest product, product of the sea, mineral al, hydrocarbon fuel product,

precious stone or other gem;

“portfolio adviser” means a person tr;at,gbwdes investment advice or portfolio
management services under a contract wj mutual fund or with the manager of the
mutual fund;

“portfolio asset” means an s?ﬂof a mutual fund;

which the net asset value curity of the mutual fund is calculated for the purpose of

“pricing date” means, § e sale of a security of a mutual fund, the date on
determining the price at hat security is to be issued;

“principal dl% " means a person through whom securities of a mutual fund
are distributed n arrangement with the mutual fund or its manager that provides

(a) excluswe right to distribute the securities of the mutual fund in a
particul

g a feature that gives or is intended to give the person a material
@ titive advantage over others in the distribution of the securities of the mutual fund;

“public quotation” includes, for the purposes of calculating the amount of illiquid

assets held by a mutual fund, any quotation of a price for a fixed income security made
through the inter-dealer bond market;

12
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“purchase” means, in connection with an acquisition of a portfolio asset by a
mutual fund, an acquisition that is the result of a decision made and action taken by the
mutual fund,

“qualified security means”

(@) an evidence of indebtedness that is issued, or fully and uncondltlo&fb
guaranteed as to principal and interest, by

0] the government of Canada or the government of a jurlsdlctgv(
(i) the government of the United States of America, thé'%)vernment of

one of the states of the United States of America, the government of%h er sovereign
state, or a permitted supranational agency, if, in each c e evidence of

indebtedness has a designated rating, or 0

(i)  a Canadian financial institution or a ial institution that is not
incorporated or organized under the laws of Canada or urisdiction if, in either case,
evidences of indebtedness of that issuer or guarantor are rated as short term debt

by a designated rating organization or its DRO affi@ have a designated rating, or

(b)  commercial paper that has a tﬂrg maturity of 365 days or less and a
designated rating and that was issued person other than a government or
permitted supranational agency;

“redemption payment date” s, in relation to an exchange-traded mutual fund
that is not in continuous distri , a date specified in the prospectus or annual

information form of the exchaggeMraded mutual fund on which redemption proceeds are
paid; @

‘report to sec Iders”: any report that includes annual or interim financial
statements, or any@ al or interim management report of fund performance that is
delivered to sec@/ Iders of a mutual fund;

“res @ security” means a security, other than a specified derivative, the resale
of whic tricted or limited by a representation, undertaking or agreement by the
mutzi or by the mutual fund's predecessor in title, or by law;

“sales communication” means a communication relating to, and by, a mutual fund

asset allocation service, its promoter, manager, portfolio adviser, principal distributor,
a participating dealer or a person providing services to any of them, that
(@) is made

(1) to a securityholder of the mutual fund or participant in the asset
allocation service, or

13
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(i) to a person that is not a securityholder of the mutual fund or
participant in the asset allocation service, to induce the purchase of securities of the
mutual 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. Q'\
2. An annual information form or preliminary or pro formglénnual
information form. LN

2.1 A fund facts document or preliminary or prg{forma fund facts

document. 6

3. Financial statements, including the note@ e financial statements
and the auditor's report on the financial statements. \)
4, A trade confirmation. ?‘

5. A statement of account; &O
6. An annual or interim rpg%ement report of fund performance,;
“short position” means a positionkeld by a mutual fund that, for

(@) an option, obliges utual fund, at the election of another, to purchase,
sell, receive or deliver the u@ g interest, or, instead, pay or receive cash,

(b) a standard' uture or forward contract, obliges the mutual fund, at the
election of another, tog@@ler the underlying interest or, instead, pay or receive cash,

(© a gaJl option on futures, obliges the mutual fund, at the election of another,
to assume a@ osition in standardized futures, and
(

put option on futures, obliges the mutual fund, at the election of another,
to aZ a long position in standardized futures;

“special warrant” means a security that, by its terms or the terms of an
ompanying contractual obligation, entitles or requires the holder to acquire another
security without payment of material additional consideration and obliges the issuer of
the special warrant or the other security to undertake efforts to file a prospectus to
qualify the distribution of the other security;

“specified asset-backed security” means a security that

14
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(@) is primarily serviced by the cash flows of a discrete pool of receivables or
other financial assets, either fixed or revolving, that by their terms convert into cash
within a finite time, and any rights or assets designed to assure the servicing or timely
distribution 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 refer
to an agreement, except as a result of losses incurred on, or the non-performa&of,
the financial assets; (1/

“specified dealer” means a dealer other than a dealer whose ab@vities as a
dealer are restricted by the terms of its registration to one or both of ('b

(@) acting solely in respect of mutual fund securities, or 6

(b)  acting solely in respect of transactions in W@BW registered in the

category of exempt market dealer in a jurisdiction is permit engage,
“specified derivative” means an instrument, a ment or security, the market

price, value or payment obligations of which are d d from, referenced to or based on
an underlying interest, other than &

(@) a conventional convertible s?%fﬁty,
(b) a specified asset-backed-s‘ecurity,

(c) an index participaty it,
(d) a government@brporate strip bond,
(e) a capit ity dividend or income share of a subdivided equity or fixed

income security,
() C)%K/entional warrant or right, or
( special warrant;
g‘s andardized future” means an agreement traded on a futures exchange
uant to standardized conditions contained in the by-laws, rules or regulations of the
ures exchange, and cleared by a clearing corporation, to do one or more of the
following at a price established by or determinable by reference to the agreement and at
or by a time established by or determinable by reference to the agreement:

1. Make or take delivery of the underlying interest of the agreement.

2. Settle the obligation in cash instead of delivery of the underlying interest;

15
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“sub-custodian” means, for a mutual fund, an entity that has been appointed to
hold portfolio assets of the mutual fund in accordance with section 6.1 by either the
custodian or a sub-custodian of the mutual fund;

“swap” means an agreement that provides for (b

(@) an exchange of principal amounts, Q

(b)  the obligation to make, and the right to receive, cash paymerﬁl/based
upon the value, level or price, or on relative changes or movements of thB\value, level
or price, of one or more underlying interests, which payments may bé'betted against
each other, or

(© the right or obligation to make, and the right ,0 |gat|on to receive,
physical delivery of an underlying interest instead of the c yments referred to in
paragraph (b);

“synthetic cash” means a position that in aggr ¥!’e provides the holder with the
economic equivalent of the return on a banker's ance accepted by a bank listed
in Schedule | of the Bank Act and that consists

(@) a long position in a port%'\of shares and a short position in a
standardized future of which the unde terest consists of a stock index, if

0] there is a hi ree of positive correlation between changes in
the value of the portfolio of shar changes in the value of the stock index, and

(i) the rat@étween the value of the portfolio of shares and the

standardized future is su€h )nat, for any change in the value of one, a change of similar
magnitude occurs in ue of the other, or

g ¥osition in the evidences of indebtedness issued, or fully and
ranteed as to principal and interest, by any of the government of
vernment of a jurisdiction and a short position in a standardized future
nderlying interest consists of evidences of indebtedness of the same

of whic
issuz same term to maturity, if

e: 0] there is a high degree of positive correlation between changes in
\ value of the portfolio of evidences of indebtedness and changes in the value of the
standardized future, and

(i) the ratio between the value of the evidences of indebtedness and

the standardized future is such that, for any change in the value of one, a change of
similar magnitude occurs in the value of the other;
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(© a long position in securities of an issuer and a short position in a
standardized future of which the underlying interest is securities of that issuer, if the
ratio between the value of the securities of that issuer and the position in the
standardized future is such that, for any change in the value of one, a change of similar
magnitude occurs in the value of the other;

financial instrument, currency, interest rate, foreign exchange rate, economic ingi r,
index, basket, agreement, benchmark or any other reference, interest or varia , If
applicable, the relationship between any of the foregoing, from, to or on with the
market price, value or payment obligation of the specified derlvatlstn derived,
referenced or based; and

“underlying interest” means, for a specified derivative, the security, comm dﬁb
ga\)
d

“underlying market exposure” means, for a position of a mu@md in

(@ an option, the quantity of the underlying int f the option position
multiplied by the market value of one unit of the underlyi erest, multiplied, in turn,
by the delta of the option,

(b)  a standardized future or forward c X:he quantity of the underlying
interest of the position multiplied by the c market value of one unit of the
underlying interest; or '\

(c) a swap, the underlyi (barket exposure, as calculated under
paragraph (b), for the long position of mutual fund in the swap.

Decision 2001-C-0209, 1.1, @4-02, s. 2; M.O. 2005-06, ss. 1, 11 and 12;
M.O. 2006-03, s. 1; M.O. 200;0 ¥ss. 2 and 13; M.O. 2008-13, s. 1; M.O. 2009-05, s. 1;

M.O. 2010-14, s. 1; M.O. 2 6,s. 1; M.O. 2013-09, s. 1.

1.2. Application
This Reg@g1 applies only to

utual fund that offers or has offered securities under a prospectus for

SO Iong mutual fund remains a reporting issuer; and
g( a person in respect of activities pertaining to a mutual fund referred to in
$g aph (a) or pertaining to the filing of a prospectus to which subsection 3.1(1)
ies.

Decision 2001-C-0209, 1.2; M.O. 2005-06, s. 11; M.O. 2008-06, s. 13; M.O. 2012-06,
s. 38.
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1.3. Interpretation

(2) Each section, part, class or series of a class of securities of a mutual fund that is
referable to a separate portfolio of assets is considered to be a separate mutual fund for
purposes of this Regulation.

(2) A mutual fund that renews or extends a securities lending, repurchase or reve@b
repurchase transaction is entering into a securities lending, repurchase or @é\se
repurchase agreement for the purposes of section 2.12, 2.13 or 2.14. (1/

3) (paragraph repealed). -

go)

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

PART 2 INVESTMENTS 06

2.1. Concentration Restriction \)O

(1) A mutual fund shall not purchase a security of iIssuer, enter into a specified

derivatives transaction or purchase index partici@lo units if, immediately after the
transaction, more than 10% of its net asset val Id be invested in securities of any

issuer.
N

(2)  Subsection (1) does not apply 'gthghjrchase of any of the following:

(a)  agovernment securi ?~
(b)  asecurity issu$ clearing corporation;

(c) a security i by a mutual fund if the purchase is made in accordance
with the requirement ction 2.5;

(d) a@e participation unit that is a security of a mutual fund;

(e) Gp?equity security if the purchase is made by a fixed portfolio ETF in
accorda ith its investment objectives.

(3) In determining a mutual fund’s compliance with the restrictions contained in this
séytioh, the mutual fund shall, for each long position in a specified derivative that is held

Sﬁre mutual fund for purposes other than hedging and for each index participation unit
held by the mutual fund, consider that it holds directly the underlying interest of that
specified derivative or its proportionate share of the securities held by the issuer of the
index participation unit.
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(4) Despite subsection (3), the mutual fund shall not include in the determination
referred to in subsection (3) a security or instrument that is a component of, but that
represents less than 10% of

(@) a stock or bond index that is the underlying interest of a specified

derivative; or
,\’b

(b)  the securities held by the issuer of an index participation unit. Q

(5) Despite subsection (1), an index mutual fund, the name of which inc@'es the
word “index”, may, in order to satisfy its fundamental investment objectiveb\purchase a
security, enter into a specified derivatives transaction or purchase in participation
units if its prospectus contains the disclosure referred to in subsectkﬂ@of Item 6 and
subsection (5) of Item 9 of Part B of Form 81-101F1 Contents of S@Il ied Prospectus.

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

2.2. Control Restrictions \)

?~

A mutual fund shall not O
@) purchase a security of an isszer,%‘ immediately after the purchase, the

mutual fund would hold securities represep-g ore than 10% of

(1) the votes attachmd, to the outstanding voting securities of that
issuer; or
(i) the outsh&jﬁ‘g equity securities of that issuer; or
(b) purchase ecurity for the purpose of exercising control over or
management of the i of the security.

(1.1 Subsect%(gdoes not apply to the purchase of any of the following:

(@) Qecurity issued by a mutual fund if the purchase is made in accordance

with secf] 5
Q( an index participation unit that is a security of a mutual fund.

If a mutual fund acquires a security of an issuer other than as the result of a
purchase, and the acquisition results in the mutual fund exceeding the limits described
in paragraph (1)(a), the mutual fund shall as quickly as is commercially reasonable, and
in any event no later than 90 days after the acquisition, reduce its holdings of those
securities so that it does not hold securities exceeding those limits.
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(3) In determining its compliance with the restrictions contained in this section, a
mutual fund shall

(@) assume the conversion of special warrants held by it; and

(b)  consider that it holds directly the underlying securities represented by an
American depositary receipts held by it. '\"’i‘/)

Decision 2001-C-0209, 2.2; M.O. 2004-02, s. 4; M.O. 2012-06, s. 4. (19
2.3. Restrictions Concerning Types of Investments )
A mutual fund shall not &(b

(&)  purchase real property; \)6

(b) purchase a mortgage, other than a guarant@rtgage;

(© purchase a guaranteed mortgage if, imm tely after the purchase, more
than 10% of its net asset value would be made up uaranteed mortgages;

(d) purchase a gold certificate, oth(ir\% a permitted gold certificate;

(e) purchase gold or a per itt‘@ gold certificate if, immediately after the
purchase, more than 10% of its net agslvalue would be made up of gold and permitted
gold certificates;

() except to the ®t§rjermitted by paragraphs (d) and (e), purchase a

physical commodity;

(9) purcha or use a specified derivative other than in compliance with
sections 2.7t0 2.1

(h) c)%fase, sell or use a specified derivative the underlying interest of which

O 0] a physical commodity other than gold, or

S

(i) a specified derivative of which the underlying interest is a physical
modity other than gold; or

0] purchase an interest in a loan syndication or loan participation if the
purchase would require the mutual fund to assume any responsibilities in administering
the loan in relation to the borrower.

Decision 2001-C-0209, 2.3; M.O. 2012-06, s. 5.
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2.4. Restrictions Concerning llliquid Assets

(1) A mutual fund shall not purchase an illiquid asset if, immediately after the
purchase, more than 10% of its net asset value would be made up of illiquid assets.

(2) A mutual fund shall not have invested, for a period of 90 days or more, K&b
than 15% of its net asset value in illiquid assets. Q

(3) If more than 15% of the net asset value of a mutual fund is made up o¢illiquid
assets, the mutual fund shall, as quickly as is commercially reasondgles take all
necessary steps to reduce the percentage of its net asset value maﬂ‘bup of illiquid
assets to 15% or less. &

Decision 2001-C-0209, 2.4; M.O. 2012-06, s. 6. 06
2.5. Investments in Other Mutual Funds O

(2) For the purposes of this section, a mutual fu considered to be holding a
security of another mutual fund if it is maintaining sition in a specified derivative for
which the underlying interest is a security of the,ﬁ{ mutual fund.

(2) A mutual fund that wishes to purchgx%‘&nd hold securities of another mutual fund
may do so only if

(@ the other mutual f ? subject to this Regulation and offers or has
offered securities under a simp@ rospectus in accordance with Regulation 81-101
respecting Mutual Fund Prospgctds Disclosure (chapter V-1.1, r. 38);

(b)  atthe time @w purchase of that security, the other mutual fund holds no
more than 10% of its @.a set value in securities of other mutual funds;

(c) th al fund and the other mutual fund are reporting issuers in the

local jurisdict@

(d 0 management fees or incentive fees are payable by the mutual fund
o{a Deasonable person, would duplicate a fee payable by the other mutual fund for
the €gfme service;

e (e) no sales fees or redemption fees are payable by the mutual fund in
relation to its purchases or redemptions of the securities of the other mutual fund if the
other mutual fund is managed by the manager or an affiliate or associate of the
manager of the mutual fund; and
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)] no sales fees or redemption fees are payable by the mutual fund in
relation to its purchases or redemptions of securities of the other mutual fund that, to a
reasonable person, would duplicate a fee payable by an investor in the mutual fund.

3) Paragraphs (2)(a) and (c) do not apply if the security is
(@) an index participation unit issued by a mutual fund; or '\(b

(b) issued by another mutual fund established with the approvalk? the
government of a foreign jurisdiction and the only means by which the foreign jurigdiction
permits investment in the securities of issuers of that foreign jurisdiction ii\hmugh that

type of mutual fund.

0@
[ I fund;
@) is an clone fund; or O

4) Paragraph (2)(b) does not apply if the other mutual fund

(b) purchases or holds securities \)

?~

() of a money market fund; or O
(i) that are index participatim%ts issued by a mutual fund.

(5) Paragraphs (2)(e) and (f) do o&pply to brokerage fees incurred for the
purchase or sale of an index participaﬂ'eTq unit issued by a mutual fund.

(6) A mutual fund that holds @;s of another mutual fund that is managed by the
same manager or an affiliate @ adsociate of the manager

(@  shall not vo@ y of those securities; and

(b) may, @ manager so chooses, arrange for all of the securities it holds of
the other mutu@n to be voted by the beneficial holders of securities of the mutual
fund. O

7 T Q‘mtual fund conflict of interest investment restrictions and the mutual fund
confli Interest reporting requirements do not apply to a mutual fund which
pur%ses or holds securities of another mutual fund, if the purchase or transaction is
magde In accordance with this section.

\
Becision 2001-C-0209, 2.5; M.O. 2004-02, s. 5; M.O. 2012-06, s. 6.

2.6. Investment Practices

A mutual fund shall not
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(@) borrow cash or provide a security interest over any of its portfolio assets
unless

0] the transaction is a temporary measure to accommodate requests
for 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
subparagraph, the outstanding amount of all borrowings of the mutual fund d(&\ot
exceed 5% of its net asset value at the time of the borrowing; (1/

(i) the security interest is required to enable the mutual f {0 effect a
specified derivative transaction or short sale of securities under this Ins ent, is made
in accordance with industry practice for that type of transaction &d relates only to
obligations arising under the particular specified derivatives transa@n or short sale;

(i) the security interest secures a claim fo ees and expenses of
the custodian or a sub-custodian of the mutual fund f rvices rendered in that
capacity as permitted by subsection 6.4(3); or

(iv) in the case of an exchang ded mutual fund that is not in
continuous distribution, the transaction is to,glb Ce the acquisition of its portfolio
securities and the outstanding amount of all bortwings is repaid on the closing of its
initial public offering; (-b

(b) purchase securities on ma‘gin, unless permitted by section 2.7 or 2.8;

(c) sell securities sho@t er than in compliance with section 2.6.1, unless

may require the mut nd to make a contribution in addition to the payment of the
purchase price;

(e) é@e in the business of underwriting, or marketing to the public,
securities % other issuer,

@ lend cash or portfolio assets other than cash,;

S

permitted by section 2.7 or %
(d) purchas‘eQﬁc rity, other than a specified derivative, that by its terms

(9) guarantee securities or obligations of a person; or

N
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(h) purchase securities other than through market facilities through which
these securities are normally bought and sold unless the purchase price approximates
the prevailing market price or the parties are at arm’s length in connection with the
transaction.

Decision 2001-C-0209, 2.6; M.O. 2005-06, s. 11; M.O. 2008-06, s. 13; M.O. 2012-06, s.

6. '\
2.6.1. Short Sales (I/Q

(1) A mutual fund may sell a security short if )

go)

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

(b) the security sold short is not any of the following: 6

(1) a security that the mutual fund is rwise not permitted by
securities legislation to purchase at the time of the short transaction;

(i) an illiquid asset; O
(i)  a security of an investniql,tgund other than an index participation

unit; and (-b

(© at the time the mutual f ells the security short

(1) the mutual@as borrowed or arranged to borrow from a
borrowing agent the security tgat ™ to be sold under the short sale;

(i) the gate market value of all securities of the issuer of the
securities sold short Q&b mutual fund does not exceed 5% of the net asset value of
the mutual fund; a

@ the aggregate market value of all securities sold short by the mutual
fund does ceed 20% of the net asset value of the mutual fund.

(2) @utual fund that sells securities short must hold cash cover in an amount that,
toge%r with portfolio assets deposited with borrowing agents as security in connection
wiNy short sales of securities by the mutual fund, is at least 150% of the aggregate

rket value of all securities sold short by the mutual fund on a daily mark-to-market
basis.

(3) A mutual fund must not use the cash from a short sale to enter into a long
position in a security, other than a security that qualifies as cash cover.

M.O. 2012-06, s. 6.
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2.7. Transactions in Specified Derivatives for Hedging and Non-hedging
Purposes

(1) A mutual fund must not purchase an option or a debt-like security or enter into a
swap or a forward contract unless, at the time of the transaction, any of the following

apply: '\

(@) in the case of an option, the option is a clearing corporation optioq/g
(b) the option, debt-like security, swap or contract, has a designd&@lorating;

(©) the equivalent debt of the counterparty, or of a persy%or company that
has fully and unconditionally guaranteed the obligations of the co rparty in respect of
the option, debt-like security, swap or contract, has a designat Q.

(2) If the credit rating of an option that is not a cleariWoration option, the credit
rating of a debt-like security, swap or forward contras Jor the credit rating of the
equivalent debt of the writer or guarantor of the op%ﬂ, debt-like security, swap or
contract, falls below the level of a designated rati hile the option, debt-like security,
swap or contract is held by a mutual fund, theyﬁ| 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.

3) Despite any other provisions ccn‘@lined in this Part, a mutual fund may enter into
a trade to close out all or part of ition in a specified derivative, in which case the
cash cover held to cover the un@y g market exposure of the part of the position that

derivatives positions any one counterparty other than an acceptable clearing
corporation or a cléarMg corporation that clears and settles transactions made on a
futures exchange, listed in Appendix A, calculated in accordance with subsection (5),
shall not exc r a period of 30 days or more, 10% of the net asset value of the
mutual fun @

is closed out may be reIeas%
(4) The mark-to-m@ lue of the exposure of a mutual fund under its specified

(5) @ mark-to-market value of specified derivatives positions of a mutual fund with
anyQfe counterparty shall be, for the purposes of subsection (4),

\S €)) if the mutual fund has an agreement with the counterparty that provides
f

r netting or the right of set-off, the net mark-to-market value of the specified
derivatives positions of the mutual fund; and
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(b) in all other cases, the aggregated mark-to-market value of the specified
derivative positions of the mutual fund.

Decision 2001-C-0209, 2.7; M.O. 2008-06, s. 13; M.O. 2012-06, s. 7; M.O. 2013-09,
S. 2.

2.8. Transactions in Specified Derivatives for Purposes Other than Hedging'\(b
(1) A mutual fund shall not (19

(@) purchase a debt-like security that has an options componentN an option,
unless, immediately after the purchase, not more than 10% of its net a value would
be made up of those instruments held for purposes other than hedgin

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

0] an equivalent quantity of the unde@nterest of the option,

(i) a right or obligation, exercis@ at any time that the option is
exercisable, to acquire an equivalent quantity underlying interest of the option,
and cash cover that, together with margin account for the position, is not less than

the amount, if any, by which the strike % of the right or obligation to acquire the
underlying interest exceeds the strikeir'(:e the option, or

(i)  a combinatio he positions referred to in subparagraphs (i)
and (ii) that is sufficient, withou rse to other assets of the mutual fund, to enable
the mutual fund to satisfy it@g tions to deliver the underlying interest of the option;

(c) write a put @s on, or have outstanding a written put option, that is not an
option on futures, unlGR=as long as the position remains open, the mutual fund holds

0) right or obligation, exercisable at any time that the option is
exercisable, %Yan equivalent quantity of the underlying interest of the option, and
cash cove amount that, together with margin on account for the position, is not

less tha mount, if any, by which the strike price of the option exceeds the strike
price @ right or obligation to sell the underlying interest,

(i) cash cover that, together with margin on account for the option
sition, is not less than the strike price of the option, or

(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 acquire the underlying interest of the option;
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(d) open or maintain a long position in a debt-like security that has a
component that is a long position in a forward contract, or in a standardized future or
forward contract, unless the mutual fund holds cash cover in an amount that, together
with margin on account for the specified derivative and the market value of the specified
derivative, is not less than, on a daily mark-to-market basis, the underlying market
exposure of the specified derivative;

(e) open or maintain a short position in a standardized future or 6@3rd
contract, unless the mutual fund holds (1/

0] an equivalent quantity of the underlying interest of Neﬂfuture or
contract,

(i) a right or obligation to acquire an equiy, ,$ guantity of the
underlying interest of the future or contract and cash cover that her with margin on
account for the position is not less than the amount, if a@ ich the strike price of

the right or obligation to acquire the underlying interest ex the forward price of the
contract, or

(i)  a combination of the positic@r ferred to in subparagraphs (i)
and (ii) that is sufficient, without recourse to owﬂ sets of the mutual fund, to enable
the mutual fund to deliver the underlying integest of the future or contract; or

() enter into, or maintain, aia(phmsition unless
0] for periods he mutual fund would be entitled to receive
payments under the swap, the fund holds cash cover in an amount that, together

with margin on account for thgqswap and the market value of the swap, is not less than,
on a daily mark-to-market b@the underlying market exposure of the swap; and

(i) f rods when the mutual fund would be required to make
payments under th p, the mutual fund holds

C) (A) an equivalent quantity of the underlying interest of the swap,

(B) aright or obligation to acquire an equivalent quantity of the
under)@interest of the swap and cash cover that, together with margin on account for
the ition, is not less than the aggregate amount of the obligations of the mutual fund

u\ﬂer he swap, or

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

(2) A mutual fund shall treat any synthetic cash position on any date as providing the
cash cover equal to the notional principal value of a banker's acceptance then being
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accepted by a bank listed in Schedule | of the Bank Act (S.C. 1991, c. 46) that would
produce the same annualized return as the synthetic cash position is then producing.

Decision 2001-C-0209, 2.8; M.0O. 2012-06, s. 8.
2.9. Transactions in Specified Derivatives for Hedging Purposes

Sections 2.1, 2.2, 2.4 and 2.8 do not apply to the use of specified derivativ&'ﬁy a

mutual fund for hedging purposes. (1/
Decision 2001-C-0209, 2.9. )
2.10. Adviser Requirements &(b

(2) If a portfolio adviser of a mutual fund receives advice fr non-resident sub-
adviser concerning the use of options or standardized futu® the mutual fund, the
mutual fund shall not invest in or use options or standardi\zB ures unless

(@) the obligations and duties of the non-res t sub-adviser are set out in a
written agreement with the portfolio adviser; and O

(b)  the portfolio adviser contractl&jy&agrees with the mutual fund to be
responsible for any loss that arises out of ilure of the non-resident sub-adviser

0] to exercise the -p&vers and discharge the duties of its office
honestly, in good faith and in the%&l’nterests of the mutual fund, and

(i) to exercigQ the degree of care, diligence and skill that a reasonably
prudent person would exer@w the circumstances.

(2) A mutual fund not relieve a portfolio adviser of the mutual fund from liability
for loss for whi the portfolio adviser has assumed responsibility under
paragraph (1)(b)thatvarises out of the failure of the relevant non-resident sub-adviser

(@) @exercise the powers and discharge the duties of its office honestly, in
good fai in the best interests of the mutual fund, or

g( to exercise the degree of care, diligence and skill that a reasonably
@e t person would exercise in the circumstances.

3) Despite subsection 4.4(3), a mutual fund may indemnify a portfolio adviser
against legal fees, judgments and amounts paid in settlement, actually and reasonably
incurred by that person in connection with services provided by a non-resident sub-
adviser for which the portfolio adviser has assumed responsibility under
paragraph (1)(b), only if
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(@) those fees, judgments and amounts were not incurred as a result of a
breach of the standard of care described in subsection (1) or (2); and

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

(4) A mutual fund shall not incur the cost of any portion of liability insuran at
insures a person for a liability except to the extent that the person may be in% ified
for that liability under this section.

)

Decision 2001-C-0209, 2.10; M.O. 2008-06, s. 13. (b

2.11. Commencement of Use of Specified Derivatives an@rt Selling by a

Mutual Fund 0

(1) A mutual fund that has not used specified derivgQ must not begin using
specified derivatives, and a mutual fund that has not s Iéecurity short in accordance
with section 2.6.1 must not sell a security short unIess%~

(@) its prospectus contains the disclo&gquired for a mutual fund intending
to engage in the activity; and '\

(b)  the mutual fund has provi egh) its securityholders, not less than 60 days
before it begins the intended activity, ten notice that discloses its intent to engage in
the activity and the disclosure r q?ed for mutual funds intending to engage in the
activity. é

(2) A mutual fund is not@red to provide the notice referred to in paragraph (1)(b)
if each prospectus of th ual fund since its inception has contained the disclosure
referred to in paragra a).

Decision 2001-@239, 2.11; M.O. 2012-06, s. 10.
2.12. Sec igs Loans

(2) @plte any other provision of this Regulation, a mutual fund may enter into a
sec@es lending transaction as lender if the following conditions are satisfied for the

tr;ﬂsaction:

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

2. The transaction is made under a written agreement that implements the
requirements of this section.
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3. Securities are loaned by the mutual fund in exchange for collateral.

4. The securities transferred, either by the mutual fund or to the mutual fund
as collateral, as part of the transaction are immediately available for good delivery under
applicable legislation.

5. The collateral to be delivered to the mutual fund at the beginning o;\ﬂj
transaction Q

@) is received by the mutual fund either before or at the sameme as
it delivers the loaned securities; and LN

(b) has a market value equal to at least 102% of& market value of
the loaned securities. 6

6. The collateral to be delivered to the mutual fun 'Qe or more of

(@  cash; \)
?~

(b) qualified securities; O

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

(d) irrevocable s of credit issued by a Canadian financial
institution that is not the cour{erparty, or an affiliate of the counterparty, of the mutual
fund in the transaction, if e es of indebtedness of the Canadian financial institution
that are rated as short t bt by a designated rating organization or its DRO affiliate
have a designated rai

7. T glateral and loaned securities are marked to market on each
business da the amount of collateral in the possession of the mutual fund is

adjusted o business day to ensure that the market value of collateral maintained
by the fund in connection with the transaction is at least 102% of the market
valueQ loaned securities.

8. If an event of default by a borrower occurs, the mutual fund, in addition to

@mher remedy available under the agreement or applicable law, has the right under

the agreement to retain and dispose of the collateral to the extent necessary to satisfy
its claims under the agreement.

9. The borrower is required to pay promptly to the mutual fund amounts

equal to and as compensation for all dividends and interest paid, and all distributions
made, on the loaned securities during the term of the transaction.
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10. The transaction is a “securities lending arrangement” under section 260 of
the ITA.

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

12. Immediately after the mutual fund enters into the transaqﬁ@ the
aggregate market value of all securities loaned by the mutual fund in securitiesyending
transactions and not yet returned to it or sold by the mutual fund iNrepurchase
transactions under section 2.13 and not yet repurchased does not ex 0% of the
total assets of the mutual fund, and for such purposes collateral helgQy the mutual fund
for the loaned securities and cash held by the mutual fund for tt%o securities shall
not be included in total assets. 0

(2) A mutual fund may hold all cash delivered to it a collateral in a securities
lending transaction or may use the cash to purchase 6

(@) qualified securities having a rem@n term to maturity no longer
than 90 days;

(b) securities under a reve '\repurchase agreement permitted by
section 2.14; or

(c) a combination of the %ities referred to in paragraphs (a) and (b).
ér

(3) A mutual fund, during §Qe Yerm of a securities lending transaction, shall hold all,
and shall not invest or dis f any, non-cash collateral delivered to it as collateral in
the transaction.

Decision 2001-C-0)®,¥2.12; M.O. 2005-06, s. 11; M.O. 2013-09, s. 3.
2.13. Repu@ Transactions

(1) DQ@ any other provision of this Regulation, a mutual fund may enter into a
repur transaction if the following conditions are satisfied for the transaction:

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

2. The transaction is made under a written agreement that implements the
requirements of this section.

3. Securities are sold for cash by the mutual fund, with the mutual fund
assuming an obligation to repurchase the securities for cash.
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4. The securities transferred by the mutual fund as part of the transaction are
immediately available for good delivery under applicable legislation.

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

(@) is received by the mutual fund either before or at the same @\as
it delivers the sold securities; and (1/

(b) is in an amount equal to at least 102% of the markeNa*ue of the
sold securities.

6. The sold securities are marked to market on each @ss day, and the
amount of sale proceeds in the possession of the mutual f ¥ adjusted on each
business day to ensure that the amount of cash mainta@/ the mutual fund in
connection with the transaction is at least 102% of t rket value of the sold
securities. 5

7. If an event of default by a purchaser@ s, the mutual fund, in addition to
any other remedy available under the agreem ppllcable law, has the right under
the agreement to retain or dispose of the sa&ero eeds delivered to it by the purchaser
to the extent necessary to satisfy its claim r the agreement.

8. The purchaser of the see&(ities is required to pay promptly to the mutual
fund amounts equal to and as co ation for all dividends and interest paid, and all
distributions made, on the sold ies during the term of the transaction.

9. The transactu@a “securities lending arrangement” under section 260 of
the ITA.

10. The g?% f the repurchase agreement, before any extension or renewal
that requires t sent of both the mutual fund and the purchaser, is not more
than 30 days

1 medlately after the mutual fund enters into the transaction, the
@ market value of all securities loaned by the mutual fund in securities lending
2ttions under section 2.12 and not yet returned to it or sold by the mutual fund in
repyrchase transactions and not yet repurchased does not exceed 50% of the total
Sgts of the mutual fund, and for such purposes collateral held by the mutual fund for
the loaned securities and the cash held by the mutual fund for the sold securities shall
not be included in total assets.

(2) A mutual fund may hold cash delivered to it as consideration for sold securities in
a repurchase transaction or may use the cash to purchase
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(@) qualified securities having a remaining term to maturity no longer
than 30 days;

(b)  securities under a reverse repurchase agreement permitted by
section 2.14; or

(© a combination of the securities referred to in paragraphs (a) and'\@

Decision 2001-C-0209, 2.13; M.O. 2005-06, s. 11. (19

2.14. Reverse Repurchase Transactions '\ )

(2) Despite any other provision of this Regulation, a mutual fup&may enter into a
reverse repurchase transaction if the following conditions atisfied for the

transaction: 0

1. The transaction is administered and supervi the manner required by
sections 2.15 and 2.16. 6

2. The transaction is made under a wyfttyn ‘agreement that implements the
requirements of this section. &

3. Qualified securities are purs‘,ﬁ%d for cash by the mutual fund, with the
mutual fund assuming the obligation to them for cash.

4. The securities trangf as part of the transaction are immediately
available for good delivery unde@p icable legislation.

5. The securitie@e delivered to the mutual fund at the beginning of the
transaction

@) greceived by the mutual fund either before or at the same time

as it delivers th@s used by it to purchase those securities; and
have a market value equal to at least 102% of the cash paid for the

securitie f@'rhe mutual fund.

2 . The purchased securities are marked to market on each business day,
ther the amount of cash paid for the purchased securities or the amount of
chased securities in the possession of the seller or the mutual fund is adjusted on
each business day to ensure that the market value of purchased securities held by the

mutual fund in connection with the transaction is not less than 102% of the cash paid by
the mutual fund.

a

7. If an event of default by a seller occurs, the mutual fund, in addition to any
other remedy available in the agreement or applicable law, has the right under the

33



REGULATION IN FORCE FROM MAY 31 TO AUGUST 31, 2013

agreement to retain or dispose of the purchased securities delivered to it by the seller to
the extent necessary to satisfy its claims under the agreement.

8. The transaction is a “securities lending arrangement” under section 260 of
the ITA.

renewal that requires the consent of both the seller and the mutual fund, is n

than 30 days. (1/

Decision 2001-C-0209, 2.14; M.O. 2005-06, s. 11. '\ 4

9. The term of the reverse repurchase agreement, before any extensi n@
(E;Xre

2.15. Agent for Securities Lending, Repurchase and Re\;ﬁse Repurchase

Transactions 6

(1) The manager of a mutual fund shall appoint an age ents to act on behalf
of the mutual fund in administering the securities lending repurchase transactions
entered into by the mutual fund.

(2)  The manager of a mutual fund may appoint gent or agents to act on behalf of
the mutual fund to administer the reverse rep e transactions entered into by the
mutual fund. '\

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

(4) The manager of a mutw shall not authorize an agent to enter into a

securities lending, repurcha , If applicable, reverse repurchase transactions on
behalf of the mutual fu@ the agent enters into a written agreement with the

manager and the mutual in which

(@ the W]%Jg fund and the manager provide instructions to the agent on the
parameters to llowed in entering into the type of transactions to which the
agreement p :

(b Q‘rhe agent agrees to comply with this Regulation, accepts the standard of
care g @- to in subsection (5) and agrees to ensure that all transactions entered into
by i pehalf of the mutual fund will comply with this Regulation; and

i (c) the agent agrees to provide to the mutual fund and the manager regular,
comprehensive and timely reports summarizing the mutual fund's securities lending,
repurchase and reverse repurchase transactions, as applicable.

(5) An agent appointed under this section, in administering the securities lending,
repurchase and, if applicable, reverse repurchase transactions of the mutual fund shall
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exercise the degree of care, diligence and skill that a reasonably prudent person would
exercise in the circumstances.

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

(1) A mutual fund shall not enter into transactions under sections 2.12, 2.136 \L4

unless, (1/

(@) for transactions to be entered into through an agent apgsnted under
section 2.15, the manager has reasonable grounds to believe that agent has
established and maintains appropriate internal controls and procefures and records;

and 6

(b)  for reverse repurchase transactions directly Cﬁd into by the mutual
fund without an agent, the manager has established and sQ«\xfains appropriate internal
controls, procedures and records. \S

(2)  The internal controls, procedures and recop@®referred to in subsection (1) shall

include &

(@) a list of approved borrower@chasers and sellers based on generally
accepted creditworthiness standards; !

(b)  as applicable, tran@nd credit limits for each counterparty; and

(c) collateral diversi§cabhon standards.

(3) The manager of a@t al fund shall, on a periodic basis not less frequently than
annually,

€) reyrew Yhe agreements with any agent appointed under section 2.15 to
determine if t@ eements are in compliance with this Regulation;

(b Q‘review the internal controls described in subsection (2) to ensure their
conti%dequacy and appropriateness;

(© make reasonable enquiries as to whether the agent is administering the

urities lending, repurchase or reverse repurchase transactions of the mutual fund in

a competent and responsible manner, in conformity with the requirements of this

Regulation and in conformity with the agreement between the agent, the manager and
the mutual fund entered into under subsection 2.15(4);

(d) review the terms of any agreement between the mutual fund and an agent
entered into under subsection 2.15(4) in order to determine if the instructions provided
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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

(1) the agreements with agents are in compliance with this RegulaKﬁb

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

)
(i)  the securities lending, repurchase or reve repurchase
transactions of the mutual fund are administered in the magper described in

paragraph (c), and 6

(iv)  the terms of each agreement betwee@)mutual fund and an
agent entered into under subsection 2.15(4) are appropriis

Decision 2001-C-0209, 2.16: M.O. 2005-06, s. 11. ?*

2.17. Commencement of Securities L@QQ, Repurchase and Reverse
Repurchase Transactions by a Mutual Fur&

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

(@) its prospectus cor@ the disclosure required for mutual funds entering
into those types of transactig"a d

(b)  the mutual has provided to its securityholders, not less than 60 days
before it begins enterid@dllTo those types of transactions, written notice that discloses its
intent to begin ent into those types of transactions and the disclosure required for

mutual funds er@in into those types of transactions.

Qph (2)(b) does not apply to a mutual fund that has entered into reverse
agreements as permitted by a decision of the securities regulatory authority

(2) Pargg
repurchg 4

or reguatdr.

Paragraph (1)(b) does not apply if each prospectus of the mutual fund since its
eption contains the disclosure referred to in paragraph (1)(a).

Decision 2001-C-0209, 2.17; M.O. 2004-02, s. 6; M.O. 2012-06, s. 38.
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2.18. 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: (b
0] cash; Q'\
(i) cash equivalents; (1/

)
(i)  an evidence of indebtedness that has a reﬁb’nlng term to
maturity of 365 days or less and a designated rating; &

(iv)  afloating rate evidence of indebted@

(A) the floating interest r Qﬁ reset no later than
every 185 days, and \5

(B) the principal am tZ:he indebtedness will continue
to have a market value of approximately par at}ﬁ e of each change in the rate to be
paid to the holders of the evidence of indebtedness, or

(v) securities isie(by one or more money market funds;
(b) it has a por, of assets, excluding a security described in
subparagraph (a)(v) with a doll Whted average term to maturity not exceeding

0] @ays, and

Q.QO days when calculated on the basis that the term of a

floating rate obligaty the period remaining to the date of the next rate setting;

@ not less than 95% of its assets invested in accordance with
paragraph denominated in a currency in which the net asset value per security of
the mut d is calculated, and

Q (d) it has not less than

i 0] 5% of its assets invested in cash or readily convertible into
cash within one day, and

(i) 15% of its assets invested in cash or readily convertible into
cash within one week.
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(2) Despite any other provision of this Regulation, a mutual fund that
describes itself as a “money market fund” must not use a specified derivative or sell
securities short.

M.O. 2012-06, s. 11; M.O. 2013-09, s. 4.

PART 3 NEW MUTUAL FUNDS '\(b
3.1. Initial Investment in a New Mutual Fund (1/0

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

(@) an investment of at least $150,000 in securities of th§ mutual fund has
been made, and those securities are beneficially owned, before th@n of filing by

0] the manager, a portfolio adviser, a pr@; or a sponsor of the
mutual fund,

(i) the partners, directors, officers %ecuntyholders of any of the
manager, a portfolio adviser, a promoter or a spo he mutual fund, or

(i)  a combination of the pew,éreferred to subparagraphs (i) and (ii);
or

(b)  the prospectus of the mu&e‘al fund states that the mutual fund will not issue
securities other than those referre paragraph (a) unless subscriptions aggregating
not less than $500,000 have be eived by the mutual fund from investors other than
the persons referred to in p@a (a) and accepted by the mutual fund.

(2) A mutual fund s!—@not redeem a security issued upon an investment in the
mutual fund referred@.; paragraph (1)(a) until $500,000 has been received from
persons other thanQe ersons referred to in paragraph (1)(a).

/,
Decision 2006@09, 3.1; M.O. 2008-06, ss. 3 and 13; M.O. 2012-06, s. 38.

3.2. P ition Against Distribution

gl a prospectus of a mutual fund contains the disclosure described in
graph 3.1(1)(b), the mutual fund shall not distribute any securities unless the
%scriptions described in that disclosure, together with payment for the securities
subscribed for, have been received.

Decision 2001-C-0209, 3.2; M.O. 2012-06, s. 38.
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3.3. Prohibition Against Reimbursement of Organization Costs

(2) 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.

(2)  Subsection (1) does not apply to an exchange-traded mutual fund unlﬁ\ﬁe
fund is in continuous distribution. (1/

Decision 2001-C-0209, 3.3; M.O. 2010-14, s. 2; M.O. 2012-06, s. 12. \ 4
PART 4 CONFLICTS OF INTEREST &
4.1. Prohibited Investments 06

(1) A dealer managed mutual fund shall not knowi;ﬁaake an investment in a
class of securities of an issuer during, or for 60 days afte period in which the dealer
manager of the mutual fund, or an associate or affili%“of the dealer manager of the
mutual fund, acts as an underwriter in the distgb®ion of securities of that class of
securities, except as a member of the sellir& p distributing 5% or less of the
securities underwritten. '\

(2) A dealer managed mutual fund sﬁg not knowingly make an investment in a
class of securities of an issuer of whteR, a partner, director, officer or employee of the
dealer manager of the mutual fu a partner, director, officer or employee of an
affiliate or associate of the dea@v nager, is a partner, director or officer, unless the
e

behalf of the dealer m@gaged mutual fund;

partner, director, officer or emglo
(@) does n| ate in the formulation of investment decisions made on

(b)  dogs ndt have access before implementation to information concerning
investment d@)@“ made on behalf of the dealer managed mutual fund; and

( Q‘does not influence, other than through research, statistical and other
reporjs{ggnerally available to clients, the investment decisions made on behalf of the
dealQ”managed mutual fund.

s@ Subsections (1) and (2) do not apply to an investment in a class of securities
issued or fully and unconditionally guaranteed by the government of Canada or the
government of a jurisdiction.

(4)  Subsection (1) does not apply to an investment in a class of securities of an
issuer if, at the time of each investment
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(@) the independent review committee of the dealer managed mutual fund has
approved the transaction under subsection 5.2(2) of Regulation 81-107 respecting
Independent Review Committee for Investment Funds (chapter 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, a
designated rating by a designated rating organization or its DRO affiliate ; '\

(© in any other class of securities of an issuer, (19

(1) the distribution of the securities is made by prosped&gqﬁled with
one or more securities regulatory authorities or regulators in Canada, arﬂb

(i) during the 60-day period referred to in%l,%section (1) the
investment in the securities is made on an exchange on whi ese securities are
listed and traded; and O

financial statements, the manager of the dealer aged mutual fund files the
particulars of each investment made by the dealer@n ged mutual fund during its most
recently completed financial year.

(d) no later than the time the dealer managéd)nutual fund files its annual

(4.1) In paragraph (4)(b), “designated {5%9 has the meaning ascribed to it in
Regulation 44-101 respecting Short;i)r Prospectus Distributions (chapter V-1.1,
r. 16).

(5) The corresponding provggzontained in securities legislation referred to in
Appendix C do not apply witg réspect to an investment in a class of securities of an

issuer referred to in subse®8QT (4) if the investment is made in accordance with that
subsection.

Decision 2001-C-0Q3,24.1; M.O. 2006-03, s. 2; M.O. 2012-06, s. 13; M.O. 2013-09,

S. 5. @

4.2. Self ing

(2) @utual fund shall not purchase a security from, sell a security to, or enter into a
sec@es lending, repurchase or reverse repurchase transaction under section 2.12,
2.§ or 2.14 with, any of the following persons:

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

2. A partner, director or officer of the mutual fund or of the manager, portfolio
adviser or trustee of the mutual fund.

3. An associate or affiliate of a person referred to in paragraph 1 or 2.
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4. A person, having fewer than 100 securityholders of record, of which a
partner, director or officer of the mutual fund or a partner, director or officer of the
manager or portfolio adviser of the mutual fund is a partner, director, officer or
securityholder.

(2)  Subsection (1) applies in the case of a sale of a security to, or a purchase cfb
security from, a mutual fund only if the person that would be selling to, or purﬁ&wg
from, the mutual fund would be doing so as principal. (1/

Decision 2001-C-0209, 4.2; M.O. 2008-06, s. 13. ('b )

Q) Section 4.2 does not apply to a purchase or sale of a s%@by a mutual fund if
the price payable for the security is O

4.3. Exception

@) not more than the ask price of the secu i@ reported by any available
public quotation in common use, in the case of a purch%@ by the mutual fund; or

(b) not less than the bid price of th sgrity as reported by any available
public quotation in common use, in the case Qf a sale by the mutual fund.

(2)  Section 4.2 does not apply to a rghse or sale of a class of debt securities by a
mutual fund from, or to, another m fund managed by the same manager or an

affiliate of the manager, if, at theyﬂhe transaction

(@ the mutual fundgs Purchasing from, or selling to, another mutual fund to
which Regulation 81-107 cting Independent Review Committee for Investment
Funds (chapter V-1.1, r. @a plies;

(b)  the ind@p®endent review committee of the mutual fund has approved the
transaction undger swbsection 5.2(2) of Regulation 81-107 respecting Independent
Review Compas or Investment Funds;

( Q‘rhe transaction complies with subsection 6.1(2) of Regulation 81-107
Independent Review Committee for Investment Funds.

respe,
D gn 2001-C-0209, 4.3; M.O. 2006-03, s. 3.

>4. Liability and Indemnification
(1) An agreement or declaration of trust by which a person acts as manager of a
mutual fund shall provide that the manager is responsible for any 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,
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(@) to exercise the powers and discharge the duties of its office honestly, in
good faith and in the best interests of the mutual fund, and

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

(2) A mutual fund shall not relieve the manager of the mutual fund from Iiat@‘mr
loss that arises out of the failure of the manager, or of any person retain he
manager or the mutual fund to discharge any of the manager's responsibilitie§”to the
mutual fund, LN

(@) to exercise the powers and discharge the duties of M&fflce honestly, in
good faith and in the best interests of the mutual fund, or

(b)  to exercise the degree of care, diligence B@QI” that a reasonably
prudent person would exercise in the circumstances. \)

(3) A mutual fund may indemnify a person prowdln rvices to it against legal fees,
judgments and amounts paid in settlement, act and reasonably incurred by that
person in connection with services provided by rson to the mutual fund, if

(@) those fees, judgments and ‘ﬁunts were not incurred as a result of a
breach of the standard of care describe bsection (1) or (2); and

inaction that caused the payme e fees, judgments and amounts paid in settlement
was in the best interests of t§n ual fund.

(4) A mutual fund sh t incur the cost of any portion of liability insurance that
insures a person for llity except to the extent that the person may be indemnified

for that liability und section.

(b)  the mutual fund ha § onable grounds to believe that the action or

(5) This secti %és not apply to any losses to a mutual fund or securityholder arising

out of an a. r inaction by

Q a director of the mutual fund; or

(b) a custodian or sub-custodian of the mutual fund, except as set out in
section (6)
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(6) This section applies to any losses to a mutual fund or securityholder arising out
of an action or inaction by a custodian or sub-custodian acting as agent of the mutual
fund in administering the securities lending, repurchase or reverse repurchase
transactions of the mutual fund.

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

N2

5.1. Matters Requiring Securityholder Approval (1/
)
The prior approval of the securityholders of a mutual fund, giveﬂbs provided in
section 5.2, is required before

PART 5 FUNDAMENTAL CHANGES

(@) the basis of the calculation of a fee or expens&}% is charged to the
mutual fund or directly to its securityholders by the mut d or its manager in
connection with the holding of securities of the mutual{ﬁ changed in a way that
could result in an increase in charges to the mutual fund its securityholders;

securityholders by the mutual fund or its ma in connection with the holding of
securities of the mutual fund that could resbl(in n increase in charges to the mutual
fund or to its securityholders, is establishegy

(a.1) a new fee or expense, to be chapr%? E;e mutual fund or directly to its

(b) the manager of the mutuakund is changed, unless the new manager is an
affiliate of the current manager,

(c) the fundamentaly VF:stment objectives of the mutual fund are changed;

(d) (paragraph@o ed);

(e) the ran fund decreases the frequency of the calculation of its net asset

value per secur%

) mutual fund undertakes a reorganization with, or transfers its assets
to, ano@ﬂﬂtual fund, if

0] the mutual fund ceases to continue after the reorganization or

tr;ﬂ$r of assets, and

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

() the mutual fund undertakes a reorganization with, or acquires assets from,
another mutual fund, if
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(1) the mutual fund continues after the reorganization or acquisition of
assets,

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

(i) the transaction would be a material change to the mutual fund. '\(b

Decision 2001-C-0209, 5.1; M.O. 2004-02, s. 7; M.O. 2005-06, s. 2; M.O. 2006@9. 4
5.2.  Approval of Securityholders '\ )

(2) Unless a greater majority is required by the constating docup%r[]ts of the mutual
fund, the laws applicable to the mutual fund or an applicable agre the approval of
the securityholders of the mutual fund to a matter referred t ctlon 5.1 shall be
given by a resolution passed by at least a majority of the v st at a meeting of the
securityholders of the mutual fund duly called and held tos er the matter.

(2) Despite subsection (1), the holders of securltles a class or series of a class of
securities of a mutual fund shall vote separately@a class or series of a class on a
matter referred to in section 5.1 if that class or of a class is affected by the action
referred to in section 5.1 in a manner differery frorh holders of securities of other classes
or series of a class. (-b

3) Despite section 5.1 and subsee(-‘Qns (1) and (2), if the constating documents of
the mutual fund so provide, the of securities of a class or series of a class of
securities of a mutual fund s t be entitled to vote on a matter referred to in
section 5.1 if they, as holderof e class or series of a class, are not affected by the
action referred to in section@

Decision 2001-C-020
5.3. Circums@gs in Which Approval of Securityholders Not Required

(2) Des 'Qection 5.1, the approval of securityholders of a mutual fund is not

required obtained for a change referred to in paragraphs 5.1(a) and (a.1)
Q(a if
\i 0] the mutual fund is at arm’s length to the person charging the fee or
expense to the mutual fund referred to in paragraphs 5.1(a) and (a.1),

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

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

(b) if '\(b

(1) the mutual fund is permitted by this Regulation to be descgﬂi}@as a
“no-load” fund,

)
(i) the prospectus of the mutual fund discloses that se %olders will
be sent a written notice at least 60 days before the effective date ojﬁ;hange that is to
be made that could result in an increase in charges to the mutual nd

(i) the notice referred to in subparagraph \Dactually sent 60 days
before the effective date of the change.

(2) Despite section 5.1, the approval of security ers of a mutual fund is not
required to be obtained for a change referred to m@a raph 5.1(f) if

(@) the independent review committee df the mutual fund has approved the
change under subsection 5.2(2) of Regu% 81-107 respecting Independent Review
Committee for Investment Funds (chai 1,r.43);

(b)  the mutual fund is g reorganized with, or its assets are being
transferred to, another mutual@ to which this Regulation and Regulation 81-107
respecting Independent Revigw Xommittee for Investment Funds apply and that is
managed by the manager @affiliate of the manager, of the mutual fund,

(© the reorﬁ@ation or transfer of assets of the mutual fund complies with
the criteria in parag@ 5.6(1)(a), (b), (c), (d), (9), (h) and (i) and subsection 5.6(2);

%fospectus of the mutual fund discloses that, although the approval of
securityhol ay not be obtained before making the change, securityholders will be
sent a wy{ otice at least 60 days before the effective date of the change; and

the notice referred to in paragraph (d) to securityholders is sent 60 days
bagre’ the effective date of the change.

\
Becision 2001-C-0209, 5.3; M.O. 2005-06, s. 11; M.O. 2006-03, s. 5; M.O. 2008-06,
s. 13; M.O. 2012-06, s. 14.

5.3.1. Change of Auditor of the Mutual fund

The auditor of the mutual fund may not be changed unless
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(@ 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 (chapter V-1.1, r. 43);

(b)  the prospectus of the mutual fund discloses that, although the approval of
securityholders may not be obtained before making the change, securityholders will
sent a written notice at least 60 days before the effective date of the change; andQ

(c) the notice referred to in paragraph (b) to securityholders is sent(lﬂ days
before the effective date of the change. -

go)

M.O. 2006-03, s. 6; M.O. 2012-06, s. 38. &
5.4. Formalities Concerning Meetings of Securityholders 6

(1) A meeting of securityholders of a mutual fund c to consider any matter
referred to in section 5.1 shall be called on written not ent not less than 21 days
before the date of the meeting. %‘

(2) The notice referred to in subsection (1){{ contain or be accompanied by a
statement that includes '\

(@) adescription of the chang &bansaotion proposed to be made or entered
into and, if the matter is one referred 484n paragraphs 5.1(a) or (a.l), the effect that the
change would have had on the ment expense ratio of the mutual fund had the
change been in force throughou@ utual fund's last completed financial year,

(b) the date of the@msed implementation of the change or transaction; and

(c) all oth ormation and documents necessary to comply with the
applicable proxy sofgitdion requirements of securities legislation for the meeting.
Decision 2006@09, 5.4; M.O. 2012-06, s. 15.

5.5. al of Securities Regulatory Authority
(1) e approval of the securities regulatory authority or regulator is required before

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

(b) a reorganization or transfer of assets of a mutual fund is implemented, if

the transaction will result in the securityholders of the mutual fund becoming
securityholders in another mutual fund;
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(© 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

(d) a mutual fund suspends, other than under section 10.6, the rights of
securityholders to request that the mutual fund redeem their securities. (b
M3

(2) No person , or affiliate or associate of that person, may act as mana
mutual fund if that person, or an affiliate or associate of that person, has gQired
control of a manager of the mutual fund unless the approval of the securities r@ﬁlatory
authority or regulator has been obtained for the change in control. -

3) Despite subsection (1), in Ontario only the regulator may, ra(r? an approval
referred to in subsection (1).

Decision 2001-C-0209, 5.5; M.O. 2008-06, s. 13. (bo

5.6. Pre-Approved Reorganizations and Transfer \)
Se

(1) Despite subsection 5.5(1), the approval of curities regulatory authority or
regulator is not required to implement a transac& ferred to in paragraph 5.5(1)(b) if

(@) the mutual fund is being 'o\ganized with, or its assets are being

transferred to, another mutual fund to Wric is Regulation applies and that

0] is managed h ?emanager, or an affiliate of the manager, of the
mutual fund, é

(i) a reas@e person would consider to have substantially similar
fundamental investment{ of)jeéctives, valuation procedures and fee structure as the
mutual fund,

(ii%@ not in default of any requirement of securities legislation, and
2@ has a current prospectus in the local jurisdiction;
the transaction is a *“qualifying exchange” within the meaning of
sec@ 32.2 of the ITA or is a tax-deferred transaction under subsection 85(1), 85.1(1),
8O\l) Or 87(1) of the ITA,
\ (© the transaction contemplates the wind-up of the mutual fund as soon as

reasonably possible following the transaction;

(d)  the portfolio assets of the mutual fund to be acquired by the other mutual
fund as part of the transaction
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(1) may be acquired by the other mutual fund in compliance with this
Regulation, and

(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 '\(b

0] by the securityholders of the mutual fund in accordap&with
paragraph 5.1(f), unless subsection 5.3(2) applies, and;

(i) if required, by the securityholders of the other (@;Bal fund in
accordance with paragraph 5.1(9g);

) the materials sent to securityholders of the mutu@% in connection with
the approval under paragraph 5.1(f) include

0] a circular that, in addition to other réq)rements prescribed by law,
describes the proposed transaction, the mutual fund i hich the mutual fund will be
reorganized, the income tax considerations for mutual funds participating in the
transaction and their securityholders, and, if tb& ual fund is a corporation and the
transaction involves its shareholders becomj curityholders of a mutual fund that is
established as a trust, a description OPe)taJ material differences between being a
shareholder of a corporation and bemi rityholder of a trust,

(i) the current r?pectus or the most recently filed fund facts
document; é
@ a state@‘t that securityholders may obtain, in respect of the
reorganized mutual fund @ 0 cost a prospectus, an annual information form, the most
recently filed fund f document, the most recent annual and interim financial
statements, and t st recent management report of fund performance that have
been made pu contacting the mutual fund at an address or telephone number
specified in %atement or by accessing the documents at a website address

specified |@ tatement;

the mutual fund has complied with Part 11 of Regulation 81-106
resp%ung Investment Fund Continuous Disclosure (chapter V-1.1, r. 42) in connection
wiNq tife making of the decision to proceed with the transaction by the board of directors
ﬁe manager of the mutual fund or of the mutual fund,;

(h)  the mutual funds participating in the transaction bear none of the costs
and expenses associated with the transaction; and
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(1) 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.

(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 contai srb
reservation in respect of the value of the portfolio assets acquired by the mutual r&in
the transaction, send a copy of those financial statements to each person t)—‘ﬁas a
securityholder of a mutual fund that was terminated as a result of the transac#n 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. Zoﬁé{)? s. 13; M.O.
2010-14, s. 3; M.O. 2012-06, s. 16.

5.7.  Applications 006
(1)  An application for an approval required under secmbss shall contain,
@) if the application is required by parag@h .5(1)(a) or subsection 5.5(2),
0] details of the proposed tw&tion,

(i) details of the prop sgfbnew manager or the person proposing to
acquire control of the manager, i

(i)  as applicab names, residence addresses and birthdates of

) @roposed new partners, directors or officers of the
manager, O

(A
? all partners, directors or officers of the person proposing to
h

acquire control manager,

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

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

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

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

(vi)  details of how the proposed transaction will affect the management
and administration of the mutual fund;
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(b) if the application is required by paragraph 5.5(1)(b),
0] details of the proposed transaction,

(i) details of the total annual returns of each of the mutual funds for
each of the previous 5 years, '\(b

(i) a description of the differences between the fur@ntal
investment objectives, investment strategies, valuation procedures and fee strugture of
each of the mutual funds and any other material differences between the hwtual funds,
and

(iv)  a description of those elements of the pro@% transaction that
make section 5.6 inapplicable; 0

(© if the application is required by paragraph c), sufficient information
to establish that the proposed custodial arrangements e in compliance with Part 6;

(d) if the application relates to a ma that would constitute a material
change for the mutual fund, a draft amendmenKtO™ie prospectus and, if applicable, to
the fund facts document of the mutual fund rgflecthg the change; and

(e) if the matter is one t t%quires the approval of securityholders,
confirmation that the approval has b obtained or will be obtained before the change
is implemented.

(2) A mutual fund that a§$an approval under paragraph 5.5(1)(d) shall

@) make that :@ ICation to the securities regulatory authority or regulator in
the jurisdiction in whigh2RE head office or registered office of the mutual fund is situate;

and
(b) rrently file a copy of the application so made with the securities
regulatory @brity or the regulator in the local jurisdiction if the head office or
registe@ﬂte of the mutual fund is not situated in the local jurisdiction.
(3) QA mutual fund that has complied with subsection (2) in the local jurisdiction may
siNpehd the right of securityholders to request that the mutual fund redeem their
urities if
(@) the securities regulatory authority or regulator in the jurisdiction in which

the head office or registered office of the mutual fund is situate has granted approval to
the application made under paragraph (2)(a); and
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(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

0] 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 fL\n& the
local jurisdiction.

4
Decision 2001-C-0209, 5.7; M.O. 2005-06, s. 4; M.O. 2008-06, s. 13@'}. 2010-14,
s. 4; M.O. 2012-06, s. 38. &

5.8. Matters Requiring Notice 06

(2) No person that is a manager of a mutual fund may Mue to act as manager of
the mutual fund following a direct or indirect change of ¢ | of the person unless

@) notice of the change of control Walgiven to all securityholders of the
mutual fund at least 60 days before the change,

(b) the notice referred to in parq.hr%h (a) contains the information that would
be required by law to be provided to gecwityholders if securityholder approval of the
change were required to be obtained.

(2) No mutual fund shall te Ee unless notice of the termination is given to all
securityholders of the mutual$ at least 60 days before termination.

(3) The manager of tual fund that has terminated shall give notice of the
termination to the(s/ es regulatory authority within 30 days of the termination.

Decision 2001-@209, 5.8; M.O. 2008-06, s. 13.

5.9. Reli m Certain Regulatory Requirements

(2) @ mutual fund conflict of interest investment restrictions and the mutual fund
con!@ of interest reporting requirements do not apply to a transaction referred to in

graph 5.5(1)(b) if the approval of the securities regulatory authority or regulator has
S% given to the transaction.

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

Decision 2001-C-0209, 5.9.
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5.10. (Revoked)

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

PART 6 CUSTODIANSHIP OF PORTFOLIO ASSETS (b

6.1. General Q

(1) Except as provided in sections 6.8, 6.8.1 and 6.9, all portfolio assets of utual
fund shall be held under the custodianship of one custodian that rsétésfies the
requirements of section 6.2.

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

(@) in Canada by the custodian or a sub-custoo@ahe mutual fund; or

(b) outside Canada by the custodian or a su?t'ustodian of the mutual fund, if
appropriate to facilitate portfolio transactions of thE@lt al fund outside Canada.

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

(@)  written consent to the appkintment has been provided by the mutual fund
and, if the appointment is by a s@dian, the custodian of the mutual fund;

(b)  the sub-custodi at is to be appointed is a person described in
section 6.2 or 6.3, as applic&

(c) the arra?ggnts under which a sub-custodian is appointed are such that
the mutual fund m? orce rights directly, or require the custodian or a sub-custodian

to enforce righjg, or® behalf of the mutual fund, to the portfolio assets held by the
appointed su%kbdian; and

( Q‘rhe appointment is otherwise in compliance with this Regulation.

4) e written consent referred to in paragraph (3)(a) may be in the form of a
eral consent, contained in the agreement governing the relationship between the
tual fund and the custodian, or the custodian and the sub-custodian, to the

appointment of persons that are part of an international network of sub-custodians

within the organization of the appointed custodian or sub-custodian.

(5) A custodian or sub-custodian shall provide to the mutual fund a list of each

person that is appointed sub-custodian under a general consent referred to in
subsection (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.
N

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

Canada (1/

The custodian of a mutual fund, and a sub-custodian of a mutual de'.that is to
hold portfolio assets of the mutual fund in Canada, shall be one of the foﬂ'b/ing:

1. A bank listed in Schedule 1, 1l or 11l of the Bank Act (%,%91, c. 46).

2. A trust company that is incorporated under@)aws of Canada or a
jurisdiction and licensed or registered under the laws ofé da or a jurisdiction, and

that has shareholders' equity, as reported in its recent audited financial
statements, of not less than $10,000,000.

3. A company that is incorporate er the laws of Canada or of a
jurisdiction, and that is an affiliate of a bank Qr trust company referred to in paragraph 1
or 2, if

(@) the company has-‘ehareholders' equity, as reported in its most
recent audited financial stateme t?ﬂhat have been made public, of not less than
$10,000,000; or é

(b) the bar\?trust company has assumed responsibility for all of the
custodial obligations of t pany in respect of that mutual fund.

Decision 2001-C-0Q9,%.2; M.O. 2004-02, s. 8.
6.3. Entitietj%alified to Act as Sub-Custodian for Assets Held outside Canada

A @R:ustodian of a mutual fund that is to hold portfolio assets of the mutual
fund& (si)€ of Canada shall be one of the following:

é 1. An entity referred to in section 6.2.
\ 2 An entity that

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

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

(@) the affiliate has shareholders' equity, as reported in its mo(;/recent

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

(b)  the entity referred to in paragraph 1 or 2 has xed responsibility
for all of the custodial obligations of the affiliate in respec that mutual fund.

Decision 2001-C-0209, 6.3. \)O
6.4. Contents of Custodian and Sub-Custodian A ments

(1)  All custodian agreements and sub- custo&ggreements of a mutual fund shall
provide for matters relating to

(@ the requirements conce n&e location of portfolio assets contained in
subsection 6.1(2); l

(b) the appointment o@xzustodlan required by subsection 6.1(3);

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

(d) the r@gd of holding portfolio assets required by section 6.5 and
subsection 6.8(

(e) Gé standard of care and responsibility for loss required by section 6.6;
and Q’

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

agreement of the mutual fund.

(3) No custodian agreement or sub-custodian agreement concerning the portfolio
assets of a mutual fund shall
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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
custodian or sub-custodian for the transfer of the beneficial ownership of portfolio&ts
of the mutual fund, other than for safekeeping and administrative services in ¢ tion
with acting as custodian or sub-custodian. ?1/

)
Decision 2001-C-0209, 6.4. 2}

6.5. Holding of Portfolio Assets and Payment of Fees é

(2) Except as provided in subsections (2) and (3) and yeofls 6.8, 6.8.1 and 6.9,
portfolio assets of a mutual fund not registered in the na the mutual fund shall be
registered in the name of the custodian or a sub-custodi f the mutual fund or any of
their respective nominees with an account number or designation in the records of
the custodian sufficient to show that the benefici@/v ership of the portfolio assets is
vested in the mutual fund. &

(2) Portfolio assets of a mutual fund | ﬁ}d in bearer form shall be designated or
segregated by the custodian or a subjcusiddian of the mutual fund or the applicable
nominee so as to show that the ben'eAQial ownership of the property is vested in the
mutual fund.

(3) A custodian or sub-cu dsjn of a mutual fund may deposit portfolio assets of the
mutual fund with a depos@, or a clearing agency, that operates a book-based

system. O

(4)  The custodi g-sub-custodian of a mutual fund arranging for the deposit of
portfolio assets gf th® mutual fund with, and their delivery to, a depository, or clearing
agency, that g¢ es a book-based system shall ensure that the records of any of the
applicable RAdiZipants in that book-based system or the custodian contain an account
number_dk¢Other designation sufficient to show that the beneficial ownership of the
portgsets is vested in the mutual fund.

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

Decision 2001-C-0209, 6.5; 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 pe'@
would exercise in the circumstances; or

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

(2) A mutual fund shall not relieve the custodian or a sub- c@n of the mutual
fund from liability to the mutual fund or to a securityholder of utual fund for loss
that arises out of the failure of the custodian or sub-custodi exercise the standard
of care imposed by subsection (1). \)@

(3) A mutual fund may indemnify a custodian or -custodlan against legal fees,
judgments and amounts paid in settlement, actu@ and reasonably incurred by that
entity in connection with custodial or sub-custo vices provided by that entity to the
mutual fund, if those fees, judgments and gmounits were not incurred as a result of a
breach of the standard of care described ip-,S section (1).

(4) A mutual fund shall not incur‘l-lﬂk cost of any portion of liability insurance that
insures a custodian or sub-cus for a liability, except to the extent that the
custodian or sub-custodian may. emnified for that liability under this section.

Decision 2001-C-0209, 6.6.@

6.7. Review and C@.p lance Reports

Q) The cus@ of a mutual fund shall, on a periodic basis not less frequently than

annually, C)

( eview the custodian agreement and all sub-custodian agreements of the
mutzi to determine if those agreements are in compliance with this Part;

(b) make reasonable enquiries as to whether each sub-custodian satisfies the
icable 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

(1) 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 fun%’\

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

(© whether, to the best of the knowledge and belief of ﬂ%custodian, each
sub-custodian satisfies the applicable requirements of section 6.2%.

(3) A copy of the report referred to in subsection (2) e delivered by or on
behalf of the mutual fund to the securities regulatory aut within 30 days after the
filing of the annual financial statements of the mutual fl{n

Decision 2001-C-0209, 6.7. O

6.8. Custodial Provisions relating to, Derntvatives and Securities Lending,
Repurchase and Reverse Repurchase eements

(1) A mutual fund may deposit poﬂé&o assets as margin for transactions in Canada
involving clearing corporation opti ptions on futures or standardized futures with a
dealer that is a member of an at is a participating member of CIPF if the amount
of margin deposited does notgvh®n aggregated with the amount of margin already held
by the dealer on behalf of%‘nutual fund, exceed 10% of the net asset value of the
mutual fund as at the tim@ eposit.

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

or standardiz res if

( Q‘m the case of standardized futures and options on futures, the dealer is a

mem a futures exchange or, in the case of clearing corporation options, is a

me r of a stock exchange, and, as a result in either case, is subject to a regulatory
it;

Q
\ (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

57



REGULATION IN FORCE FROM MAY 31 TO AUGUST 31, 2013

(© 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.
,\’b

(4) The agreement by which portfolio assets of a mutual fund are dem%d in
accordance with subsection (1), (2) or (3) shall require the person holding @brtfolio
assets of the mutual fund so deposited to ensure that its records show tha\that mutual
fund is the beneficial owner of the portfolio assets.

(5) A mutual fund may deliver portfolio assets to a perso ,Satisfaction of its
obligations under a securities lending, repurchase or reverse @se agreement that
complies with this Regulation if the collateral, cash proce purchased securities
that are delivered to the mutual fund in connection withbt‘gansaction are held under
the custodianship of the custodian or a sub-custodian 0 mutual fund in compliance

with this Part.

Decision 2001-C-0209, 6.8; M.O. 2005-06, S&Q/I.O. 2008-06, s. 7 and 13; M.O.
2012-06, s. 20. '\

6.8.1. Custodial Provisions relating tr rt Sales

(1) Except where the borrow;j %ﬁgent is the mutual fund’'s custodian or sub-
custodian, if a mutual fund depé\ ortfolio assets with a borrowing agent as security
in connection with a short galedof securities, the market value of portfolio assets
deposited with the borrowinéent must not, when aggregated with the market value of
portfolio assets already @ y the borrowing agent as security for outstanding short
sales of securities by ghaJnutual fund, exceed 10% of the net asset value of the mutual
fund at the time of Osit.

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

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

N

(@) 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.
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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.
,\’b

PART 7 INCENTIVE FEES (1/
4

Decision 2001-C-0209, 6.9.

7.1. Incentive Fees (b

A mutual fund shall not pay, or enter into arrangements t ﬁould require it to
pay, and no securities of a mutual fund shall be sold on the bagi t an investor would
be required to pay, a fee that is determined by the perfO@ of the mutual fund,

unless \)

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

0] reflects the market secto%@ which the mutual fund invests
according to its fundamental investment objegtives,

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

(i) is atotal re@z;chmark or index;

(b) the payment (@ fee is based upon a comparison of the cumulative total
return of the mutual fun ainst the cumulative total percentage increase or decrease
of the benchmark or i%x or the period that began immediately after the last period for
which the perform e was paid; and

(c) %fethod of calculation of the fee and details of the composition of the
benchmar ex are described in the prospectus of the mutual fund.

Decz 01-C-0209, 7.1; M.O. 2008-06, s. 13; M.O. 2012-06, s. 38.

7.% Multiple Portfolio Advisers

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 that

(@ the contractual plan was established, and its terms describeg a
this Regulation came into force;

)
(b)  there have been no changes made to the contractual plarf?%e rights of
securityholders under the contractual plan since the date that this ulation came into

force; and 6

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

Decision 2001-C-0209, 8.1; M.O. 2005-06, s. 11; M.O. 2-06, s. 38.
PART 9 SALE OF SECURITIES OF A MQ@FUND
9.0.1. Application (-b'\

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

continuous distribution. ?~
M.O. 2012-06, s. 22. @s

9.1. Transmission an@eceipt of Purchase Orders

(0.1) This section{ges not apply to an exchange-traded mutual fund.

(2) Each p %Ase order for securities of a mutual fund received by a participating
dealer at gd3¢afion that is not its principal office shall, on the day the order is received,
be sent QY e day or next day courier, same day or next day priority post, telephone
pic means, without charge to the person placing the order or to the mutual

or elgdro]
fund% e principal office of the participating dealer or to a person providing services
to#e articipating dealer.

(2) 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 Sem?‘l% the
participating dealer or principal distributor, that sends purchase orders elect#nically

may N

(@) specify a time on a business day by which a purcbﬁe order must be
received in order that it be sent electronically on that business da@

(b)  despite subsections (1) and (2), send electrom \Don the next business
day a purchase order received after the time specified ur@agraph (a).

(5) A mutual fund is deemed to have received a pl.VYase order for securities of the
mutual fund when the order is received at an orde elpt office of the mutual fund.

(6) Despite subsection (5), a mutual fund may provide that a purchase order for
securities of the mutual fund received at q,r%)o er receipt office of the mutual fund after
a specified time on a business day, oR/a day that is not a business day, will be
considered to be received by the m | fund on the next business day following the
day of actual receipt.

purchase order received in &¥Tsdiction is sent, by the time it is sent to the order receipt
office of the mutual f nder subsection (2), to a person responsible for the
supervision of trad de on behalf of clients for the principal distributor or
participating dealergpyt™e jurisdiction.

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

/,
Decision 200&5%}209, 9.1; M.O. 2004-02, s. 9; M.O. 2008-06, s. 13; M.O. 2012-06, s.
23.

9.2. @eptance of Purchase Orders

S

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

(@) 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. (b

9.3. Issue Price of Securities Q

The issue price of a security of a mutual fund to which a purchase ordeflértains
shall be the net asset value per security of that class, or series of \cl-ass, next
determined after the receipt by the mutual fund of the order.

Decision 2001-C-0209, 9.3. &

9.4. Delivery of Funds and Settlement (bo

(1) A principal distributor, a participating dealer or n providing services to the
principal distributor or participating dealer shall forwar y cash or securities received
for payment of the issue price of securities of a m | Tund to an order receipt office of

the mutual fund so that the cash or securities Zri™e”at the order receipt office as soon
as practicable and in any event no later th?Q th® third business day after the pricing
date.

(2) Payment of the issue price ofa&urities of a mutual fund must be made to the
mutual fund on or before the thir t?hess day after the pricing date for the securities
by using any or a combination ollowing methods of payment:

(@) by paying cas@a currency in which the net asset value per security of
the mutual fund is caIcuI;

(b) by magj ggood delivery of securities if

'@the mutual fund would at the time of payment be permitted to
purchase t ecurities,

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

i (i)  the value of the securities is at least equal to the issue price of the
securities 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
business day after the pricing date or on the day on which the mutual fund flrs@ws
that the method of payment will not be honoured; and

(b) the amount of the redemption proceeds derived from the re ptlon shall
be applied to reduce the amount owing to the mutual fund on the hase of the
securities and any banking costs incurred by the mutual fund in @nection with the
dishonoured cheque. 6

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

(6) If the amount of the redemption proce Qerred to in subsection (4) is less
than the issue price of the securities and an an ing costs incurred by the mutual fund
in connection with the dishonoured chequ?vb

€) if the mutual fund has a-phncipal distributor, the principal distributor shall
pay, immediately upon notificatio bvhe mutual fund, to the mutual fund the amount of
the deficiency; or ®

(b) if the mutual @does not have a principal distributor, the participating
dealer that delivered tife Yrelevant purchase order to the mutual fund shall pay
immediately, upon n lon by the mutual fund, to the mutual fund the amount of the
deficiency.

/,
Decision 200?&0209, 9.4; M.O. 2004-02, s. 10; M.O. 2008-06, s. 13; M.O. 2008-13,

s. 7; M.O. 6, s. 24.
PAF\% REDEMPTION OF SECURITIES OF A MUTUAL FUND
Requirements for Redemptions
h) 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 b
telephone or electronic means by, or on behalf of, a securityholder who has made pfi
arrangements with the mutual fund in that regard and the relevant redemption @sis

made in compliance with those arrangements. (1/
(2) A mutual fund may establish reasonable requirements lcable to
securityholders who wish to have the mutual fund redeem securities, n ntrary to this

Regulation, as to procedures to be followed and documents to be de}@re

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

(b) by the time of payment of redemption proc@.
(3) The manager shall provide to securityholde, fY:nutual fund at least annually a
statement outlining the requirements referred t section (1) and established by the

mutual fund under subsection (2), and contawg

(@) detailed reference to a umentation required for redemption of
securities of the mutual fund,

(b) detailed instructio@ the manner in which documentation is to be
the mutual fund;

delivered to participating de§
(c) a descripti(@‘ Il other procedural or communication requirements; and

(d) anex tion of the consequences of failing to meet timing requirements.

(4) The sg) nt referred to in subsection (3) is not required to be separately
' year, if the requirements are described in a document that is sent to all

@. Transmission and Receipt of Redemption Orders
(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 locatign
that is not an order receipt office of the mutual fund, or by a person providing servic

the participating dealer or principal distributor shall, on the day the order is receiydNoe
sent by same day or next day courier, same day or next day priority post, telqp@e or
electronic means, without charge to the relevant securityholder or to the mutual #¥nd, to
an order receipt office of the mutual fund. r\ -

3) Despite subsections (1) and (2), a redemption order for seﬂ(gities of a mutual
fund received at a location referred to in those subsections after @1 | business hours
on a business day, or on a day that is not a business day, ma ent, in the manner
and to the place required by those subsections, on the next ss day.

(4) A participating dealer, a principal distributor, or on providing services to the
participating dealer or principal distributor, that sends emption orders electronically

O
(@) specify a time on a business aﬁy which a redemption order must be
received in order that it be sent electronic that business day; and

(b) despite subsections (1) (2), send electronically on the next business
day a redemption order receive@he time specified under paragraph (a).

(5) A mutual fund is deemgd Y0 have received a redemption order for securities of
the mutual fund when the o@is received at an order receipt office of the mutual fund
or all requirements of t utual fund established under paragraph 10.1(2)(a) have
been satisfied, which@u later.

(6) If a muytyal™ fund determines that its requirements established under
paragraph 10 ) have not been satisfied, the mutual fund shall notify the
securityhol aking the redemption order, by the close of business on the business
day afte ate of the delivery to the mutual fund of the incomplete redemption order,
that iuirements established under paragraph 10.1(2)(a) have not been satisfied
and%a specify procedures still to be followed or the documents still to be delivered by

th;! securityholder.
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(7 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.

Decision 2001-C-0209, 10.2; M.O. 2004-02, s. 11; M.O. 2008-06, s. 13; M.O. 2013\65
s. 25.

10.3. Redemption Price of Securities q/

)
(1)  The redemption price of a security of a mutual fund to which a rédgmption order
pertains shall be the net asset value per security of that class, or se&gs of a class, next

determined after the receipt by the mutual fund of the order. 6
(2) Despite subsection (1), the redemption price of a segari)é6f an exchange-traded
mutual fund that is not in continuous distribution may be aNJNg€ that is less than the net

asset value of the security and that is determined on specified in the exchange-
traded mutual fund’s prospectus or annual information%?’n

3) Despite subsection (1), the redemption pgy f a security of an exchange-traded
mutual fund that is in continuous dlstrlbutl if a securityholder redeems fewer
than the manager-prescribed number of u e a price that is calculated by reference
to the closing price of the security on t k exchange on which the security is listed
and posted for trading, next determin fter the receipt by the exchange-traded mutual
fund of the redemption order.

Decision 2001-C-0209, 10.?@%12-06, S. 26.
10.4. Payment of Red lon Proceeds
(1) Subject to %g ction 10.1(1) and to compliance with any requirements
established by t tual fund under paragraph 10.1(2)(b), a mutual fund must pay the
redemption p s for securities that are the subject of a redemption order
(@ Qﬂ/ithin 3 business days after the date of calculation of the net asset value

per @ used in establishing the redemption price; or

é (b) if payment of the redemption proceeds was not made at the time referred
X In paragraph (a) because a requirement established under paragraph 10.1(2)(b) or a

requirement of subsection 10.1(1) had not been satisfied, within 3 business days of

(1) the satisfaction of the relevant requirement, or

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

66



REGULATION IN FORCE FROM MAY 31 TO AUGUST 31, 2013

(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.

(2)  The redemption proceeds of a security, less any applicable investor fees, f}\@
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 seqmty by
using any or a combination of the following methods of payment: '\ )

(@) by paying cash in the currency in which the net asset yQJe per security of
the redeemed security was calculated; 6

(b)  with the prior written consent of the securityh@)ﬂ a redemption other
than an exchange of a manager-prescribed number of un making good delivery to

the securityholder of portfolio assets, the value of whic uaI to the amount at which
those portfolio assets were valued in calculating the neyasset value per security used to
establish the redemption price.

4) (paragraph revoked). '\

(5) If the redemption proceeds for a(bdeemed security are paid in currency, a
mutual fund is deemed to have made ment

(@  when the mutual f@ manager or principal distributor mails a cheque
or transmits funds in the req mount to or to the order of the securityholder of the
securities; or é

(b) if the seQQolder has requested that redemption proceeds be delivered
in a currency otherﬁa that permitted in subsection (3), when the mutual fund delivers
the redemption jgroc®eds to the manager or principal distributor of the mutual fund for
conversion in %currency and delivery forthwith to the securityholder.

Decisio gﬁQh C-0209, 10.4; M.O. 2008-13, s. 8; M.O. 2012-06, s. 27.
aillure to Complete Redemption Order
If a requirement of a mutual fund referred to in subsection 10.1(1) or established
under paragraph 10.1(2)(b) has not been satisfied on or before the close of business on
the tenth business day after the date of the redemption of the relevant securities, and, in

the case of a requirement established under paragraph 10.1(2)(b), the mutual fund does
not waive satisfaction of the requirement, the mutual fund shall
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(@) issue, to the person that immediately before the redemption held the
securities 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

(b)  apply the amount of the redemption proceeds to the payment of th6€§ue
price of the securities. (1/

(2) If the amount of the issue price of the securities referred to in sulidgction (1) is
less than the redemption proceeds, the difference shall belong to the mtﬁbl und.

3) If the amount of the issue price of the securities referre ,Sn subsection (1)
exceeds the redemption proceeds 0

(@) if the mutual fund has a principal distributor rincipal distributor shall
pay immediately to the mutual fund the amount of the deNgighcy;

(b) if the mutual fund does not have a@‘umpal distributor, the participating
dealer that delivered the relevant redemptiq er to the mutual fund shall pay
immediately to the mutual fund the amount of the 8eficiency; or

(c) if the mutual fund has no r(r}apal distributor and no dealer delivered the
relevant redemption order to the mut und, the manager of the mutual fund shall pay
immediately to the mutual fund t nt of the deficiency.

ggo

Decision 2001-C-0209, 10.5; § 08-06, s. 13.

10.6. Suspension of R€dgmptions

(1) A mutual f %ay suspend the right of securityholders to request that the
mutual fund W its securities for the whole or any part of a period during which

either of the f Ag occurs:

(@ ormal trading is suspended on a stock exchange, options exchange or
futurgs{ex)Range within or outside Canada on which securities are listed and posted for
trad®y, or on which specified derivatives are traded, if those securities or specified

%/a ives represent more than 50% by value, or underlying market exposure, of the

al assets of the mutual fund without allowance for liabilities and if those securities or
})ecified derivatives are not traded on any other exchange that represents a reasonably
practical alternative for the mutual fund;

(b) in the case of a clone fund, the mutual fund whose performance it tracks
has suspended redemptions.
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(2) A mutual fund that has an obligation to pay the redemption proceeds for
securities 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.

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

)

Decision 2001-C-0209, 10.6; M.O. 2012-06, s. 28. ('b

PART 11 COMMINGLING OF CASH é

11.1. Principal Distributors (b\>

services to the mutual fund or the principal distribut\f;~for investment in, or on the

redemption of, securities of the mutual fund, or, the distribution of assets of the
mutual fund, until disbursed as permitted by subget0n (3),

(2) Cash received by a principal distributor of a mut@d, or by a person providing

(@) shall be accounted for sep l’e\y and be deposited in a trust account or
trust accounts established and maintgined in accordance with the requirements of
section 11.3; and ;t

(b) may be commingl| »X;with cash received by the principal distributor or
service provider for the sale&n he redemption of other mutual fund securities.

(2) Except as permi by subsection (3), the principal distributor or person
providing services to% utual fund or principal distributor shall not use any of the
cash referred to in ction (1) to finance its own or any other operations in any way.

(3) The pﬁm distributor or person providing services to a mutual fund or principal
distributor ithdraw cash from a trust account referred to in paragraph (1)(a) for the

purpose

%(a remitting to the mutual fund the amount or, if subsection (5) applies, the
né\amount, to be invested in the securities of the mutual fund;

\ (b) remitting to the relevant persons redemption or distribution proceeds being
paid on behalf of the mutual fund; or

(c) 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

(b) no less frequently than once a year. (19

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

Decision 2001-C-0209, 11.1; M.O. 2008-06, s. 13. (bo

11.2. Participating Dealers \)

(2) Cash received by a participating dealer, o a person providing services to a
participating dealer, for investment in, or on t emption of, securities of a mutual
fund, or on the distribution of assets of a mutual*fund, until disbursed as permitted by
subsection (3) (-b

(@) shall be accounted for sep‘arately and shall be deposited in a trust account
or trust accounts established an@lained in accordance with section 11.3; and

(b) may be commingde®only with cash received by the participating dealer or
service provider for the sal the redemption of other mutual fund securities.

(2) Except as p d by subsection (3), the participating dealer or person
providing services participating dealer shall not use any of the cash referred to in
subsection (1) E@a ce its own or any other operations in any way.

may wit cash from a trust account referred to in paragraph (1)(a) for the purpose

of Q
e: (@) remitting to the mutual fund or the principal distributor of the mutual fund
\ amount or, if subsection (5) applies, the net amount, to be invested in the securities
o)

the mutual fund;

3) A ?@baﬂng dealer or person providing services to the participating dealer

(b) remitting to the relevant persons redemption or distribution proceeds being
paid on behalf of the mutual fund; or
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(© 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.

(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, '\(b

€) no less frequently than monthly if the amount owing to a mutual @Jr to
a securityholder is $10 or more; and
)
(b) no less frequently than once a year. ('b

(5) When making payments to a mutual fund, a participa@ealer or service
provider may offset the proceeds of redemption of securitie e mutual fund and
amounts held for distributions to be paid on behalf of a fund held in the trust
account against amounts held in the trust account for inve t in the mutual fund.

(6) A participating dealer or person providing ser%es to the participating dealer
shall permit the mutual fund and the pr|n0|pal tributor, through their respective

auditors or other designated representatives, t |ne the books and records of the
participating dealer to verify the compllance with h|s section of the participating dealer
or person providing services. (-b

Decision 2001-C-0209, 11.2; M.O. 20 6, s. 13; M.O. 2012-06, s. 29.

11.3. Trust Accounts @E

A principal distributg articipating dealer, or a person providing services to the
principal distributor or Ipating dealer, that deposits cash into a trust account in
accordance with secti .1 or11.2 shall

(a) e, ¥n writing, the financial institution with which the account is opened
at the time of ening of the account and annually thereafter, that

Q‘(i) the account is established for the purpose of holding client funds in
trust; O

&

(i) the account is to be labelled by the financial institution as a “trust
@ount

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

(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 % r
reimbursed out of the trust account. (1/

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

(2) Sections 11.1 and 11.2 do not apply to a member o@% or The Montreal
Exchange.

(1.1) Except in Québec, sections 11.1 and 11.2 d ho)apply to a member of the
MFDA. )?‘

(2.2) In Québec, sections 11.1 and 11.2 do n to a mutual fund dealer.

(2) A participating dealer that is a me%’\of an SRO referred to in subsection (1)
or (1.1) or, in Québec, that is a mutual ealer, shall permit the mutual fund and the
principal distributor, through then-trespectlve auditors or other designated
representatives, to examine the b and records of the participating dealer to verify
the participating dealer’s con@e with the requirements of its association or

exchange, or the requwe tsd applicable to the mutual fund dealer under the
regulations in Québec, that to the commingling of cash.
Decision 2001-C-020 4; M.O. 2004-02, s. 13; M.O. 2012-06, s. 30.

11.5. Right of@p@ctlon

al fund, its trustee, manager and principal distributor shall ensure that

all contr arrangements made between any of them and any person providing

servi @ the mutual fund permit the representatives of the mutual fund, its manager

and%.ls ee to examine the books and records of those persons in order to monitor
pltance with this Regulation.

\
Becision 2001-C-0209, 11.5; M.O. 2005-06, s. 11; M.O. 2008-06, s. 13.
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PART 12 COMPLIANCE REPORTS
12.1. 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

€) a report in the form contained in Appendix B-1 describing comp&l-it?e by
the mutual fund during that financial year with the applicable requirements of Pa$s 9, 10
and 11; and LN

(b) a report by the auditor of the mutual fund, in theform contained in
Appendix B-1, concerning the report referred to in paragraph (a). 6

(2)  The principal distributor of a mutual fund shall comp d file, within 90 days
after the financial year end of the principal distributor \)

(@) a report in the form contained in Appen -2 describing compliance by
the principal distributor during that financial yea@h the applicable requirements of
Parts 9, 10 and 11; and

(b) a report by the auditor of t%ﬁ._g}ncipal distributor or by the auditor of the
mutual fund, in the form contained in Agperdix B-2, concerning the report referred to in
paragraph (a).

3) Each patrticipating dealer@ istributes securities of a mutual fund in a financial
year of the participating deal@g shall complete and file, within 90 days after the end of
that financial year é

(@) a repor@@form contained in Appendix B-3 describing compliance by
the participating d during that financial year with the applicable requirements of

Parts 9, 10 and IN connection with its distribution of securities of all mutual funds in
that financialé sand

( Q'o\ report by the auditor of the participating dealer, in the form contained in
Appa -3, concerning the report referred to in paragraph (a).

‘4? Subsections (2) and (3) do not apply to a member of IIROC.

(4.1) Except in Québec, subsections (2) and (3) do not apply to a member of the
MFDA.

(4.2) In Québec, subsections (2) and (3) do not apply to a mutual fund dealer.

Decision 2001-C-0209, 12.1; M.O. 2004-02, s. 14; M.O. 2012-06, s. 31.
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PART 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. Q
13.2. (Revoked). (1/

Decision 2001-C-0209, 13.2; M.O. 2005-06, s. 7. (b

13.3. (Revoked). &

Decision 2001-C-0209, 13.3; M.O. 2005-06, s. 7. (bo

13.4. (Revoked). \)
Decision 2001-C-0209, 13.4; M.O. 2005-06, s. 7. O

13.5. (Revoked). '\&

Decision 2001-C-0209, 13.5; M.O. ZOE) .

s

14.0.1 Application Q
This Part does no to an exchange-traded mutual fund.

PART 14 RECORD DATE

M.O. 2012-06, s. 3Z

14.1. Recor&%ﬁ

TQECord date for determining the right of securityholders of a mutual fund to
receividend or distribution by the mutual fund shall be one of

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

(b)  the last day on which the net asset value per security of the mutual fund
was calculated before the day referred to in paragraph (a); or
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(© if the day referred to in paragraph (b) is not a business day, the last day
on which the net asset value per security of the mutual fund was calculated before the
day referred to in paragraph (b).

Decision 2001-C-0209, 14.1.

PART 15 SALES COMMUNICATIONS AND PROHIBITED REPRESENTATIONgb

N

15.1. Ability to Make Sales Communications (19

Sales communications pertaining to a mutual fund may be madew«a person
only in accordance with this Part.

Decision 2001-C-0209, 15.1; M.O. 2008-06, s. 13. é
15.2. Sales Communications - General Requirements (b\>
Q) Despite any other provision of this Part, no salei manunication shall

(@)  be untrue or misleading; or O

preliminary prospectus, the preliminary udl information form, the preliminary fund
facts document, the simplified prospeit(s,

document
0] ofa mutual@vo:

(i) in whicl@asset allocation service is described.

(b) include a statement that confli;ts whith information that is contained in the

annual information form or the fund facts

2 Al performanc@aa or disclosure specifically required by this Regulation and
contained in a writ les communication shall be at least as large as 10-point type.

/.,
Decision 200{3%0209, 15.2; M.O. 2005-06, s. 11; M.O. 2010-14, s. 6; M.O. 2012-06,
s. 38.

15.3. @hlbited Disclosure in Sales Communications

K

1 A sales communication shall not compare the performance of a mutual fund or
et allocation service with the performance or change of any benchmark or
investment unless

(a) it includes all facts that, if disclosed, would be likely to alter materially the
conclusions reasonably drawn or implied by the comparison;
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(b) it presents data for each subject of the comparison for the same period or
periods;

(c) 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 '\(b

(1) the benchmark existed and was widely recognized and‘o@able
during the period for which the comparison is made, or
)
(i) the benchmark did not exist for all or part of t eriod, but a
reconstruction or calculation of what the benchmark would hay, been during that

period, calculated on a basis consistent with its current basis o lation, is widely
recognized and available. 0
(2) A sales communication for a mutual fund or e;ﬁglocatlon service that is

performance data for any benchmark or investment o than a mutual fund or asset
allocation service under common management W@e mutual fund or asset allocation
service to which the sales communication pert

prohibited by paragraph 15.6(1)(a) from disclosing pei&r nce data shall not provide

3) Despite subsection (2), a sales ¢ nlcation for an index mutual fund may
provide performance data for the index ich the investments of the mutual fund are
based if the index complies with requwements for benchmarks contained in

paragraph (1)(d).

(4) A sales communicatio m;jst not refer to a performance rating or ranking of a
mutual fund or asset alloca ervice unless

(@) the ratin@:. anking is prepared by a mutual fund rating entity;

(b) stgnda performance data is provided for any mutual fund or asset
allocation sery r which a performance rating or ranking is given;

e rating or ranking is provided for each period for which standard
e data is required to be given, except the period since the inception of the

\i (d)  the rating or ranking is based on a published category of mutual funds that

0] provides a reasonable basis for evaluating the performance of the
mutual fund or asset allocation service, and

(i) is not established or maintained by a member of the organization of
the mutual fund or asset allocation service;
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(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,

(i) the number of mutual funds in the applicable category f%&‘c?

period of standard performance data required under paragraph (c), (1/

(i)  the name of the mutual fund rating entity that provideNla rating or
ranking,

(iv)  the length of the period or the first day of th@@lod on which the
rating or ranking is based, and its ending date, 0

(v) a statement that the rating or rankin &ubject to change every
month, \5

(vi)  the criteria on which the ratin@mng is based, and

(vii) if the rating or ranking w,s%(s of a symbol rather than a number,
the meaning of the symbol, and (-b

) the rating or ranking is te#Re same calendar month end that is

(1) not more th&ays before the date of the appearance or use of
the advertisement in which it igin®uded, and

LN

(i) not @ than three months before the date of first publication of
any other sales commdigation in which it is included.

(4.1) Despite garag®aph (4)(c), a sales communication may refer to an overall rating or
ranking of a m fund or asset allocation service in addition to each rating or ranking

required u aragraph (4)(c) if the sales communication otherwise complies with the
require f subsection (4).

(5) QA sales communication shall not refer to a credit rating of securities of a mutual

@ uhless
N\

(&) the rating is current and was prepared by a designated rating organization
or its DRO affiliate;

(b)  there has been no announcement by the designated rating organization or

any of its DRO affiliates of which the mutual fund or its manager is or ought to be aware
that the credit rating of the securities may be down-graded; and
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(c) no designated rating organization or any of its DRO affiliates 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 sta 5@
performance data is provided, the mutual fund is and was a money market fund@her
under National Policy Statement No. 39 or under this Regulation. (1/

(7) A sales communication shall not state or imply that a reglster& setirement
savings plan, registered retirement income fund or registered educatlo vmgs plan in
itself, rather than the mutual fund to which the sales communic&ion relates, is an

investment 6
Decision 2001-C-0209, 15.3; M.O. 2005-06, s. 11; M.O. 20@), s. 33; M.O. 2013-09,

s. 3. \)

15.4. Required Disclosure and Warnings in Sales Qmmunications
(1) A written sales communication shall &O

(a) bear the name of the prirpé%& distributor or participating dealer that
distributed the sales communication; anf

(b) if the sales commu ic?’{en is not an advertisement, contain the date of
first publication of the sales con‘@\i ation.

(2) A sales communica@hat includes a rate of return or a mathematical table
illustrating the potential @ t of a compound rate of return shall contain a statement in

substantially the foIon@gv ords:

“[The ratgr pof deturn or mathematical table shown] is used only to illustrate the
effects of thecj%ound growth rate and is not intended to reflect future values of [the
mutual fun sset allocation service] or returns on investment [in the mutual fund or
from the f the asset allocation service].”.

(3) gA sales communication, other than a report to securityholders, of a mutual fund
th not a money market fund and that does not contain performance data shall
tain a warning in substantially the following words:

“Commissions, trailing commissions, management fees and expenses all may be
associated with mutual fund investments. Please read the prospectus before investing.
Mutual funds are not guaranteed, their values change frequently and past performance
may not be repeated.”.
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(4) A sales communication, other than a report to securityholders, of a money
market fund that does not contain performance data shall contain a warning in
substantially the following words:

“Commissions, trailing commissions, management fees and expenses all may be
associated with mutual fund investments. Please read the prospectus before investing.
Mutual fund securities are not covered by the Canada Deposit Insurance Corporati
by any other government deposit insurer. There can be no assurances that the f %\/lll
be able to maintain its net asset value per security at a constant amount or tr\arl( full
amount of your investment in the fund will be returned to you. Past performarie may
not be repeated.”. r\ )

(5) A sales communication for an asset allocation service tha%lvoes not contain
performance data shall contain a warning in substantially the foIIo@ ords:

“Commissions, trailing commissions, management fe@ expenses all may be
associated with mutual fund investments and the use o sset allocation service.
Please read the prospectus of the mutual funds in hb investment may be made
under the asset allocation service before investing. r%mal funds are not guaranteed,
their values change frequently and past performar@n y not be repeated.”.

(6) A sales communication, other than a e:)gt to securityholders, of a mutual fund
that is not a money market fund and th tains performance data shall contain a
warning in substantially the following Wﬂl’ Sa

“Commissions, trailing com }ons, management fees and expenses all may be
associated with mutual fund inv nts. Please read the prospectus before investing.
The indicated rate[s] of returgis Yare] the historical annual compounded total return[s]
including changes in [sh@r unit] value and reinvestment of all [dividends or
@ not take into account sales, redemption, distribution or
Me taxes payable by any securityholder that would have

distributions] and does
optional charges or )
% funds are not guaranteed, their values change frequently and

reduced returns. rg/
past performan@n not be repeated.”.

7y A's ommunication, other than a report to securityholders, of a money
at contains performance data shall contain

market f
QQ a warning in substantially the following words:

} “Commissions, trailing commissions, management fees and expenses all
ay be associated with mutual fund investments. Please read the prospectus before
investing. The performance data provided assumes reinvestment of distributions only
and does not take into account sales, redemption, distribution or optional charges or
income taxes payable by any securityholder that would have reduced returns. 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 be
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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.”; and

(b)  a statement in substantially the following words, immediately following the
performance data:

“This is an annualized historical yield based on the 7 day period er@’on
[date] [annualized in the case of effective yield by compounding the 7 day rth/ and
does not represent an actual one year return.”.
)
(8) A sales communication for an asset allocation service that conta@performance
data shall contain a warning in substantially the following words: &

“Commissions, trailing commissions, management fees a %penses all may be
associated with mutual fund investments and the use of et allocation service.
Please read the prospectus of the mutual funds in w@estment may be made
under the asset allocation service before investing. T dicated rate[s] of return is
[are] the historical annual compounded total return[s] ming the investment strategy
recommended by the asset allocation service is d ‘and after deduction of the fees
and charges in respect of the service. The rgﬂn ] is [are] based on the historical
annual compounded total returns of the partjcipathg funds including changes in [share]
[unit] value and reinvestment of all [divid or distributions] and does [do] not take
into account sales, redemption, distribugon & optional charges or income taxes payable
by any securityholder in respect of a pnju'cipating fund that would have reduced returns.
Mutual funds are not guaranteed, t?hvalues change frequently and past performance
may not be repeated.”. é

(9) A sales communica@istributed after the issue of a receipt for a preliminary
prospectus of the mutu d described in the sales communication but before the
issue of a receipt for i spectus shall contain a warning in substantially the following
words:

“A prﬁdry prospectus relating to the fund has been filed with certain

Canadian ies commissions or similar authorities. You cannot buy [units] [shares]
of the fu il the relevant securities commissions or similar authorities issue receipts
for th @pectus of the fund.”.

1 A sales communication for a mutual fund or asset allocation service that purports
\ arrange a guarantee or insurance in order to protect all or some of the principal
amount of an investment in the mutual fund or asset allocation service shall
(a) identify the person providing the guarantee or insurance;

(b) provide the material terms of the guarantee or insurance, including the
maturity date of the guarantee or insurance;
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(c) 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. '\(b
(11) The warnings referred to in this section shall be communicated in a meq%that
S

a reasonable person would consider clear and easily understood at the sam e as,
and through the medium by which, the related sales communication is conNmicated.

Decision 2001-C-0209, 15.4; M.O. 2008-06, s. 13; M.O. 2012-06, s. &
15.5. Disclosure Regarding Distribution Fees 06

No person shall describe a mutual fund in a sales @nunlcatlon as a “no-load
fund” or use words of like effect if on a purchase or mption of securities of the
mutual fund investor fees are payable by an mve?r or if any fees, charges or
expenses are payable by an investor to a part|C|p aler of the mutual fund named
in the sales communication, other than

(@) fees and charges related to ?%Bmc optional services;

(b) for a mutual fund that i |s a money market fund, redemption fees on the
redemption of securities of the myt und that are redeemed within 90 days after the
purchase of the securities, ﬁﬁ? xistence of the fees is disclosed in the sales
communication, or in the pro echs of the mutual fund; or

(©) costs tayable only on the set-up or closing of a securityholder's

account and that refle¢i2RE administrative costs of establishing or closing the account, if
the existence of th ts is disclosed in the sales communication, or in the prospectus
of the mutual fu

(2) If a communication describes a mutual fund as “no-load” or uses words to
like effe sales communication shall

% indicate the principal distributor or a participating dealer through which an
;Est r may purchase the mutual fund on a no-load basis;

(b)  disclose that management fees and operating expenses are paid by the
mutual fund; and

(c) disclose the existence of any trailing commissions paid by a member of
the organization of the mutual fund.
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(3) A sales communication containing a reference to the existence or absence of
fees 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 {b
percentage of the net amount invested if a reference is made to sales cha@?\or

commissions. (1/

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 oﬁ t allocation service
shall contain performance data of the mutual fund or asset fon service unless

(@  either \)

0] the mutual fund has distribut@e urities under a prospectus in a
jurisdiction for 12 consecutive months, or set allocation service has been
operated for at least 12 consecutive months and Ras invested only in participating funds
each of which has distributed securitie ﬁ&er a prospectus in a jurisdiction for at
least 12 consecutive months, or

(i) if the sales goyMmunication pertains to a mutual fund or asset
allocation service that does no the requirements of subparagraph (i), the sales

communication is sent onIy%
(A) @3 urityholders of the mutual fund or participants in the asset
allocation service, or

allocation se
service;

)  securityholders of a mutual fund or participants in an asset
t)glnder common management with the mutual fund or asset allocation

@ the sales communication also contains standard performance data of the
mutﬁI und or asset allocation service and, in the case of a written sales
cdymunication, the standard performance data is presented in type size that is equal to
Sﬁrger than that used to present the other performance data;

(c) the performance data reflects or includes references to all elements of
return; and

(d) except as permitted by subsection 15.3(3), the sales communication does
not contain performance data for a period that is before the time when the mutual fund
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offered its securities under a prospectus or before the asset allocation service
commenced operation.

Decision 2001-C-0209, 15.6; M.O. 2012-06, s. 38.
15.7. Advertisements

An advertisement for a mutual fund or asset allocation service shall not ¢ re
the performance of the mutual fund or asset allocation service with any ben k or
investment other than

)

(@ one or more mutual funds or asset allocation services t are under
common management or administration with the mutual fund or ass& allocation service
to which the advertisement pertains; 6

fundamental investment objectives that a reasonable per ould consider similar to
the mutual fund or asset allocation service to which the & tisement pertains; or

(c)  anindex. O
Decision 2001-C-0209, 15.7. '\&

15.8. Performance Measurement Perlo(bCovered by Performance Data

(b) one or more mutual funds or asset amﬂ%/ services that have

(1) A sales communication, ot an a report to securityholders, that relates to a
money market fund may provid ard performance data only if

(@) the standard mance data has been calculated for the most recent 7
day period for which i racticable to calculate, taking into account publication
deadlines; and

(b) gy period does not start more than 45 days before the date of the
appearance, @ publication of the sales communication.

(2) A communication, other than a report to securityholders, that relates to an
asset @ ation service or to a mutual fund other than a money market fund may
pro@ 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 fund
has been offering securities by way of prospectus for more than one and less
than 10 years,; and

(b) the periods referred to in paragraph (a) end on the same calendar month
end that is
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0] not more than 45 days before the date of the appearance or use of
the advertisement in which it is included, and

(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 Q'\

(@) the standard performance data has been calculated for the 10, %3 and
one year periods and the period since the inception of the mutual fund if thk\(nutual fund
has been offering securities by way of simplified prospectus for more thébone and less
than 10 years; and &

(b) the periods referred to in paragraph (a) end on_t %ay as of which the
balance sheet of the financial statements contained in the r@ 0 securityholders was
prepared.

(4) A sales communication shall clearly identify th riods for which performance
data is calculated.

Decision 2001-C-0209, 15.8; M.O. 2012-06, §. §§

15.9. Changes affecting Performarﬁilgba

(1) If, during or after a perf e measurement period of performance data
contained in a sales commuricdddn, there have been changes in the business,
operations or affairs of the mytudl fund or asset allocation service to which the sales
communication pertains t}%uld have materially affected the performance of the

mutual fund or asset aIIo service, the sales communication shall contain

@) sumn% isclosure of the changes, and of how those changes could
have affected rformance had those changes been in effect throughout the
performance rement period; and

( Q‘for a money market fund that during the performance measurement period
did n or accrue the full amount of any fees and charges of the type described
und%:)aragraph 15.11(1)1, disclosure of the difference between the full amounts and
th& armounts actually charged, expressed as an annualized percentage on a basis
@parable to current yield.

(2) If a mutual fund has, in the last 10 years, undertaken a reorganization with, or
acquired assets from, another mutual fund in a transaction that was a material change
for the mutual fund or would have been a material change for the mutual fund had this
Regulation been in force at the time of the transaction, then, in any sales
communication of the mutual fund,
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(@ the mutual fund shall provide summary disclosure of the transaction;

(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 p%’b& a
period after the transaction unless (1/

0] 12 months have passed since the transaction, or f\ -

(i) the mutual fund includes in the sales ggngmunication the
performance data for itself and the other mutual fund referred to ir@r raph (b); and

(d)  the mutual fund shall not include any perform ta for any period that
is composed of both time before and after the transactiorb

Decision 2001-C-0209, 15.9; M.O. 2005-06, ss. 8 and N
15.10. Formula for Calculating Standa&Qformance Data

Q) The standard performance datargf\a mutual fund shall be calculated in
accordance with this section. 4

(2) In this Part ?~
“current yield” mean§t$yield of a money market fund expressed as a

percentage and determine pplying the following formula:

current = [7 day return x 365/7] x 100;

“effective ix” means the yield of a money market fund expressed as a
percentage a&ermined by applying the following formula:

Q‘effective yield = [(7 day return + 1)365/7 - 1] x 100;

day return” means the income yield of an account of a securityholder in a

misg market fund that is calculated by
\ (@) determining the net change, exclusive of new subscriptions other than
from the reinvestment of distributions or proceeds of redemption of securities of the
money 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
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(c) dividing the result by the value of the account at the beginning of the 7 day
period;

“standard performance data” means

(@  for a money market fund '\(b
(1) the current yield, or (19

(i) the current yield and effective yield, if the effective yiek{is reported
in a type size that is at least equal to that of the current yield, and

(b)  for any mutual fund other than a money market fund@gotal return
calculated in each case in accordance with this section; and

“total return” means the annual compounded rate o n for a mutual fund for a
period that would equate the initial value to the redee le value at the end of the
period, expressed as a percentage, and determined b;\?ﬁplying the following formula:

total return = [(redeemable value/&@alue)(l/N)-l] x 100

where N= the Ieng}lb'(z\the performance measurement period in
years, with agmirdmum value of 1.

(3) If there are fees and ch of the type described in paragraph 15.11(1)1
relevant to the calculation of r able value and initial value of the securities of a
mutual fund, the redeemable§al and initial value of securities of a mutual fund shall

be the net asset value of 9 it or share of the mutual fund at the beginning or at the
end of the performanc surement period, minus the amount of those fees and
charges calculated plying the assumptions referred to in that paragraph to a

hypothetical securi@ er account.

4) If ther&vo fees and charges of the type described in paragraph 15.11(1)1
g culation of total return, the calculation of total return for a mutual fund

may assWde~a hypothetical investment of one security of the mutual fund and be
{cdas follows:

(@) “initial value” means the net asset value of one unit or share of a mutual
at the beginning of the performance measurement period; and

(b)  “redeemable value” =

Rx(1+D1/P1)x (1 + D2/P2) x (1 + D3/P3) ... x (1 + Dn/Pn)
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where R = the net asset value of one unit or security of the mutual
fund at the end of the performance measurement period,

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
security of the mutual fund at the time of each distrgt?sn,

and (1/

n = the number of dividends or dlstrlbutlor‘h\durlng the
performance measurement period.

(5) Standard performance data of an asset allocation ser@%all be based upon
the standard performance data of its participating funds.
(6) Performance data

(@  for a mutual fund other than a mon@ng ket fund shall be calculated to
the nearest one-tenth of 1%; and &

(b) for a money market fund shgﬂb& calculated to the nearest one-hundredth
of 1%.

Decision 2001-C-0209, 15.10.

15.11. Assumptlonsf$$ulatmg Standard Performance Data

(1) The following a tions shall be made in the calculation of standard
performance data of al fund:

1. R@rl g fees and charges that are payable by all securityholders

measu period;

@ are accrued or paid in proportion to the length of the performance
r?@

Qa (b) if structured in a manner that would result in the performance

infNmation being dependent on the size of an investment, are calculated on the basis of

\%nvestment equal to the greater of $10,000 or the minimum amount that may be
invested; and

(© if fully negotiable, are calculated on the basis of the average fees
paid by accounts of the size referred to in paragraph (b).

2. There are no fees and charges related to specific optional services.
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3. All fees and charges payable by the mutual fund are accrued or paid.

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 sﬁéwr
all securityholders and no recurring fees and charges that are payable by sonm not
all securityholders.

)

6. A complete redemption occurs at the end of t performance
measurement period so that the ending redeemable value includeg&lements of return
that have been accrued but not yet paid to securityholders. 6
(2) The following assumptions shall be made in t culation of standard
performance data of an asset allocation service:

1. Fees and charges that are payable by p?fcipants in the asset allocation
service

(@) are accrued or paid in w&tion to the length of the performance

measurement period,; (-b

(b) if structured in anner that would result in the performance
information being dependent o of an investment, are calculated on the basis of
an investment equal to the gr@ f $10,000 or the minimum amount that may be
invested; and

(c) if ful gotlable are calculated on the basis of the average fees
paid by accounts of t e referred to in paragraph (b).

2. T@ e no fees and charges related to specific optional services.

3. Gb\e investment strategy recommended by the asset allocation service is
utilized ff performance measurement period.

4. Transfer fees are
\i (@) accrued or paid;
(b) if structured in a manner that would result in the performance
information being dependent on the size of an investment, calculated on the basis of an

account equal to the greater of $10,000 or the minimum amount that may be invested;
and
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(© 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).

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 hi al
performance and the fees and charges payable by the mutual fund and securi ers,
or the asset allocation service and participants, in effect during the perfg/mance
measurement period. )
Decision 2001-C-0209, 15.11. &(b

15.12. Sales Communications During the Waiting Peyi 6

If a sales communication is used after the issue eceipt for a preliminary
prospectus of the mutual fund described in the sales munication but before the
issue of a receipt for its prospectus, the sales commun%ﬁon shall state only

(@)  whether the security represents W@in a corporation or an interest in a
non-corporate entity; '\

(b)  the name of the mutual fild% its manager;

(c) the fundamental in@nt objectives of the mutual fund,;

(d)  without giving qeta¥s, whether the security is or will be a qualified
investment for a registere yrement savings plan, registered retirement income fund

or registered education @1 s plan or qualifies or will qualify the holder for special tax
treatment; and

(e) ar@gtional information permitted by securities legislation.

7~
Decision 2 -(2-0209, 15.12;: M.O. 2012-06, s. 38.

15.13QO Prohibited Representations
‘1% Securities issued by an unincorporated mutual fund shall be described by a term
\ tis not and does not include the word “shares”.

(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

89



REGULATION IN FORCE FROM MAY 31 TO AUGUST 31, 2013

commodity pool as defined in Regulation 81-101 respecting Mutual Fund Prospectus
Disclosure (chapter V-1.1, r. 38).

Decision 2001-C-0209, 15.13; M.O. 2005-06, s. 12.

15.14. Sales Communication - Multi-Class Mutual Funds

A sales communication for a mutual fund that distributes different cla r
series of securities that are referable to the same portfolio shall not contain per, nce
data unless the sales communication complies with the following requirements:

)

1. The sales communication clearly specifies the class or ser '} security to
which any performance data contained in the sales communication rgates.

2. If the sales communication refers to more tha class or series of
security and provides performance data for any one or series, the sales

communication shall provide performance data for eac S or series of security
referred to in the sales communication and shall clearl in the reasons for different
performance data among the classes or series.

3. A sales communication for a n chss or series of security and an
existing class or series of security shall not,.contain performance data for the existing
class or series unless the sales com ation clearly explains any differences
between the new class or series andy the@/existing class or series that could affect
performance. i

Decision 2001-C-0209, 15.14. &
PART 16 (Revoked) @

Decision 2001-C-020Q916; M.O. 2005-06, s. 9.

16.1. (Revoke

7~
Decision 2 -(2-0209, 16.1; M.O. 2005-06, s. 9.

@)oked).

16.2
D;ﬁ&n 2001-C-0209, 16.2; M.O. 2005-06, s. 9.

16.3. (Revoked).

Decision 2001-C-0209, 16.3; M.O. 2005-06, s. 9.
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PART 17 (Revoked)

Decision 2001-C-0209, Part 17; M.O. 2005-06, s. 9.

17.1. (Revoked).

Decision 2001-C-0209, 17.1; M.O. 2005-06, s. 9. '\(b

17.2. (Revoked). (I/Q

Decision 2001-C-0209, 17.2; M.O. 2005-06, s. 9. '\ 4

17.3. (Revoked). &
Decision 2001-C-0209, 17.3; M.O. 2005-06, s. 9. 06

PART 18 SECURITYHOLDER RECORDS \)
18.1. Maintenance of Records ?‘

A mutual fund that is not a corporation spQIMaintain, or cause to be maintained,
up to date records of '\

(@ the names and latest k ov(/baddresses of each securityholder of the
mutual fund,

(b) the number and @?o: series of a class of securities held by each
dand

distribution, of the m nd.

securityholder of the mutualf&;
(c) the datw ails of each issue and redemption of securities, and each

Decision 2001-@239, 18.1.
18.2. Avaid ity of Records

(2) @uutual fund that is not a corporation shall make, or cause to be made, the

reco%% referred to in section 18.1 available for inspection, free of charge, during normal

bA§in€ss hours at its principal or head office by a securityholder or a representative of a

@rityholder, 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
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.
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(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

(@) 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 relating to the administrati?\
the mutual fund; and Q

(b) has paid a reasonable fee to the mutual fund that does not e&d the
reasonable costs to the mutual fund of providing the copy of the register. f\ 2

Decision 2001-C-0209, 18.2. &

PART 19 EXEMPTIONS AND APPROVALS 06

19.1. Exemption

(1)  The regulator or securities regulatory authority ?y grant an exemption from this
Regulation, in whole or in part, subject to such ditions or restrictions as may be

imposed in the exemption.

(2) Despite subsection (1), in Onta%%nly the regulator may grant such an
exemption.

Decision 2001-C-0209, 19.1; M.O 2?5-06, s. 11.
19.2. Exemption or Appr%uSder Prior Policy

(1) A mutual fund t s obtained, from the regulator or securities regulatory
authority, an exempti waiver from, or approval under, a provision of National Policy
Statement No. 3 ore this Regulation came into force is exempt from any
substantially sigdlar Brovision of this Regulation, if any, on the same conditions, if any,
as are contai %the earlier exemption or approval, unless the regulator or securities
regulaton%gdrity has revoked that exemption or waiver under authority provided to it

in securT gislation.

(2) Despite Part 7, a mutual fund that has obtained, from the regulator or securities
reyulatory authority, approval under National Policy Statement No. 39 to pay incentive
s%may continue to pay incentive fees on the terms of that approval if disclosure of the
ethod 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.

(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
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(@) a brief description of the nature of the exemption from, or approval under,
National Policy Statement No. 39 previously obtained; and

(b) the provision in the Instrument that is substantially similar to the provision
in National Policy Statement No. 39 from or under which the exemption or approval was
previously obtained. '\

Decision 2001-C-0209, 19.2; M.O. 2005-06, s. 11; M.O. 2012-06, s. 38. (19

19.3. Revocation of exemptions )

An exemption, waiver or approval granted to a mutual fund up%r(?ational Policy
Statement No. 39 or this Regulation before December 31, 2003, llows the mutual

fund to invest in other mutual funds, shall no longe ve effect as of
December 31, 2004. O

M.O. 2004-02, s. 16. \)

PART 20 TRANSITIONAL O

20.1. (Revoked). '\&

Decision 2001-C-0209, 20.1; M.O. 20&06 . 10.
20.2. Sales Communications
Sales communication; ﬁr than advertisements, that were printed before

December 31, 1999 may b d until August 1, 2000, despite any requirements in this
Regulation.

Decision 2001-C-0 ,220.2; M.O. 2005-06, s. 11.

20.3. Repor&)@Securityholders
& gulation does not apply to reports to securityholders
"G

printed before February 1, 2000; or

\ (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.
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20.4. Mortgage Funds

Paragraphs 2.3(b) and (c) do not apply to a mutual fund that has adopted
fundamental investment objectives to permit it to invest in mortgages in accordance with
Regulation No. 29 respecting Mutual Funds Investing in Mortgages (chapter V-1.1,
r. 45) if

(@) a Regulation replacing Regulation No. 29 respecting Mutualéﬁ\ds
Investing in Mortgages has not come into force; (1/

(b)  the mutual fund was established, and has a simplified pho‘s,pectUS for
which a receipt was issued, before the date that this Regulation came in@rce; and

(c) the mutual fund complies with Regulation No. 29 re ,Stng Mutual Funds

Investing in Mortgages. 0

Decision 2001-C-0209, 20.4; M.O. 2005-06, ss. 11 and 1&@ 2012-06, s. 36.

20.5. Delayed Coming into Force ?‘

Q) Despite section 20.1, subsection 4. oes not come into force until
August 1, 2000. '\

(2) Despite section 20.1, the following {)bvisions of this Regulation do not come into
force until February 1, 2001:

1. Subsection 2.4(2).&
2. Subsection 2.@
3. Subsectig 4(1).

4. Sypsection 6.8(4).
~

Decision w-ozog, 20.5: M.O. 2005-06, s. 11.

O
S
\y
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APPENDIX A
FUTURES EXCHANGES FOR THE PURPOSE OF SUBSECTION 2.7(4) -
DERIVATIVE COUNTERPARTY EXPOSURE LIMITS

Futures Exchanges

Australia
,\’b

Sydney Futures Exchange Australian Financial Futures Market (19
Austria LN
Osterreichische Termin-und Option borse (OTOB - The Austrian QRtions and Futures
Exchange)

Belgium 06

Belfox CV (Belgium Futures and Options Exchange) \)

Brazil v
<O

Bolsa Brasileira de Futuros
Bolsa de Mercadorias & Futuros '\
Bolsa de Valores de Rio de Janeiro ! (b

Canada

The Winnipeg Commodity E §§

The Toronto Futures Excha
The Montreal Exchange

Denmark Q 2

Kobenhavus@ ors (Copenhagen Stock Exchange)
or Dankse Optioner og Futures (Guarantee Fund for Danish Options

Garenti fopg
and Fut
Futo% enhagen Stock Exchange)

}elsmkl Stock Exchange
Oy Suomen Optiopdrssi (Finnish Options Exchange)
Suomen Optionmeklarit Oy (Finnish Options Market)
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France

Marché a terme international de France S.A. (MATIF S.A))
Marché des option négociables a Paris (MUNCP)

Germany

DTB Deutsche Terminbdrse GmbH

EUREX Q
Hong Kong N ﬂ(l/
Hong Kong Futures Exchange Limited &

Ireland 06

Irish Futures and Options Exchange \)O

Italy ?‘

Milan Italiano Futures Exchange &O

Japan (-b'\

Osaka Shoken Torihikisho (Osaka S jties Exchange)
The Tokyo Commaodity Exchange §{o ustry
The Tokyo International Financi res Exchange

Tokyo Grain Exchange

Tokyo Stock Exchange @
Netherlands Q-
AEX Options & t&s Exchange
EOE-Optiebe, uropean Options Exchange)
Financiele é@jnmarkt Amsterdam N.V.

New énd

N ealand Futures and Options Exchange
}orway

Oslo Stock Exchange
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Philippines

Manila International Futures Exchange

Portugal

Bosa de Derivatives de Porto '\(b
Singapore (I/Q

Singapore Commodity Exchange (SICOM) r\ )
Singapore International Monetary Exchange Limited (SIMEX) ('b

Spain

0@
Meff Renta Fija O

Meff Renta Variable \)

Sweden ?‘

OM Stockholm Fondkommission AB &O

Switzerland (-b'\

EUREX 4
United Kingdom &

International Petroleum Exc@e (IPE)
London International Fin Futures and Options Exchange (LIFFE)

London Metal Excha E)
OM London

United Statec)@

Chicago of Options Exchange (CBOE)

ard of Trade (CBOT)

o0 Mercantile Exchange (CME)

C odity Exchange, Inc. (COMEX)

@ncial Instrument Exchange (Finex) a division of the New York Cotton Exchange

oard 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 Gﬁ\ds
(chapter V-1.1, r. 39)

For the year ended [insert date]

We hereby confirm that we have complied with ﬂ[%;:\appllcable
requirements of Parts 9, 10 and 11 of Regulation 81-102 respecting Mutual Funds for
the year ended [insert date] [except as follows:] [list exceptions, |f@

[NAME of mutual fund] O

Signature ?9
<O

Name and office of the person executing this'spo\t

4’5
@mdit Report

TO: [The appropriate sec@s regulatory authorities]

Date

RE: Compliance R on Regulation 81-102 respecting Mutual Funds For the year
ended [inserQra ]

We hﬁddited [name of mutual fund]'s report made under section 12.1 of
Regulati 2 respecting Mutual Funds regarding its compliance for the year ended
[msert éwnh the applicable requirements of Parts 9, 10 and 11 of that Regulation.

e with these requirements is the responsibility of the management of [name
r%ual fund] (the “Fund”). Our responsibility is to express an opinion on
agement's compliance report based on our audit.

\ We conducted our audit in accordance with the standards for assurance
engagements established by The Canadian Institute of Chartered Accountants. Those
standards require that we plan and perform an audit to obtain reasonable assurance as
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 Accountah§ 2

Decision 2001-C-0209, Appendix B-1; M.O. 2005-06, s. 12. &

O
O\)
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APPENDIX B-2
COMPLIANCE REPORT
TO: [The appropriate securities regulatory authorities]
FROM: [Name of principal distributor] (the “Distributor”) (b
RE: Compliance Report on Regulation 81-102 respecting Mutual Gﬁ\ds
(chapter V-1.1, r. 39)
For the year ended [insert date] (1/
)
FOR: [Name(s) of the mutual fund (the “Fund[s]”)] ('b
We hereby confirm that we have complied (@ih® the applicable

respect of the Fund[s] for the year ended [insert dat ept as follows:] [list

requirements of Parts 9, 10 and 11 of Regulation 81-102 re;p:g g Mutual Funds in
exceptions, if anyl]. \)

[NAME of the Distributor] ?*
<O
Signature '\ -

go)

(|
Name and office of the person executmé\this report

N\

™

TO: [The approp ecurities regulatory authorities]

Audit Report

RE: Compmeport on Regulation 81-102 respecting Mutual Funds For the year
ended [ins e]

@have audited [name of principal distributor]'s report made under section 12.1

of F@u ation 81-102 respecting Mutual Funds regarding its compliance for the year
eMNed [insert date] with the applicable requirements of Parts 9, 10 and 11 of that

%ulation in respect of the [name of mutual funds] (the “Funds”). Compliance with
these requirements is the responsibility of the management of [name of principal
distributor] (the “Company”). Our responsibility is to express an opinion on
management's compliance report based on our audit.

We conducted our audit in accordance with the standards for assurance
engagements established by The Canadian Institute of Chartered Accountants. Those
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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.

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 o}\ﬁb

Funds.
Q

This report is provided solely for the purpose of assisting the securities re@gfilatory
authority [ies] to which it is addressed in discharging its [their] resporNbNities and
should not be used for any other purpose.

City &

Date Chart@)ccou ntants

Decision 2001-C-0209, Appendix B-2; M.O. 2005-06, s N)
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APPENDIX B-3
COMPLIANCE REPORT
TO: [The appropriate securities regulatory authorities]
FROM: [Name of participating dealer] (the “Distributor”) (b
RE: Compliance Report on Regulation 81-102 respecting Mutual Gﬁ\ds
(chapter V-1.1, r. 39)
For the year ended [insert date] (1/

)

We hereby confirm that we have sold mutual fund seduMjies to which

Regulation 81-102 respecting Mutual Funds is applicable. In Qﬁnection with our

activities in distributing these securities, we have compliedZtlt the applicable

requirements of Parts 9, 10 and 11 of Regulation 81-102 resﬁ' Mutual Funds for
the year ended [insert date] [except as follows:] [list exceptio®' nyl].

[INAME of the Distributor] ?9
O
Signature &V

AN

Name and office of the person executilithgreport

V.o

Date @‘
@ Audit Report

TO: [The appropria@e urities regulatory authorities]

RE: Complia port on Regulation 81-102 respecting Mutual Funds For the year
ended [insertg’

e audited [name of participating dealer]'s report made under section 12.1
ion 81-102 respecting Mutual Funds regarding its compliance for the year
Insert date] with the applicable requirements of Parts 9, 10 and 11 of that
%u tion in respect of sales of mutual fund securities. Compliance with these
Xh uirements is the responsibility of the management of [name of participating dealer]
(the “Company”). Our responsibility is to express an opinion on management's
compliance report based on our audit.

We conducted our audit in accordance with the standards for assurance

engagements established by The Canadian Institute of Chartered Accountants. Those
standards require that we plan and perform an audit to obtain reasonable assurance as
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a basis for our opinion. Such an audit includes examining, on a test basis, evidence
supporting the assertions in management's compliance report.

In our opinion, the Company's report presents fairly, in all material respects, the
Company's compliance for the year ended [insert date] with the applicable requirements
of Parts 9, 10 and 11 of Regulation 81-102 respecting Mutual Funds in respect of sales
of mutual fund securities. '\

This report is provided solely for the purpose of assisting the securities @tory
authority [ies] to which it is addressed in discharging its [their] responsibilités and
should not be used for any other purpose. r\ -

Date Chartere@@)u ntants

City

Decision 2001-C-0209, Appendix B-3; M.O. 2005-06, s. 1
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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

New Brunswick

Section 13.2 of Local Rule 31-501, Registration Req®i

Nova Scotia

Section 67 of the General Securities Rules

M.O. 2006-03, s. 7; M.O. 2009-05, s. 2.

Decision 2001-C-0209, 2001-05-22

\)6

Bulletin hebdomadaire: 2001-06-01, Vol. XXXII n°22 \)

Amendments

O

Decision 2004-C-0020, 2004-01-23
Bulletin hebdomadaire: 2004-03-05, Vol. XXXV n° 09

M.O. 2004-01, 2004 G.O. 2, 1064

’b

Decision 2005-PDG-0121, 2005-05- g
n° 22

Bulletin de I'Autorité: 2005-06-03,
M.O. 2005-06, 2005 G.O. 2, 15

Decision 2006-PDG-018 -10-19
Bulletin de I'Autorité: 2 -17, Vol. 3 n° 46
M.O. 2006-03, 2006 2, 3586

058, 2008-02-22

Decision 2008-@-
Bulletin de I We: 2008-03-14, Vol. 5n° 10

M.O. 200 ~7008 G.O. 2, 726

Deci '@OOS-PDG-OZOO, 2008-07-18
Bull de I'Autorité: 2008-09-05, Vol. 5 n° 35

2008-13, 2008 G.O. 2, 4556

Decision 2009-PDG-0123, 2009-09-04
Bulletin de I'Autorité: 2009-09-25, Vol. 6 n° 38
M.O. 2009-05, 2009 G.O. 2, 3362A

A

LN
>
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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

Decision 2012-PDG-0055, 2012-03-20
Bulletin de I’Autorité: 2012-04-26, Vol. 9, n° 17

M.O. 2012-06, 2012 G.O. 2, 1269 ’\(b
Decision 2013-PDG-0068, 2013-04-24 Q
Bulletin de I’Autorité: 2013-05-30, Vol. 10, n° 21 (1/

M.O. 2013-09, 2013 G.0O. 2, 1386 f\ N

106



	PART 1  DEFINITIONS AND APPLICATION
	1.1.  Definitions
	1.2.  Application
	1.3.  Interpretation

	PART 2  INVESTMENTS
	2.1.  Concentration Restriction
	2.2.  Control Restrictions
	2.3.  Restrictions Concerning Types of Investments
	2.4.  Restrictions Concerning Illiquid Assets
	2.5. Investments in Other Mutual Funds
	2.6.  Investment Practices
	2.6.1. Short Sales
	2.7.  Transactions in Specified Derivatives for Hedging and Non-hedging Purposes
	2.8.  Transactions in Specified Derivatives for Purposes Other than Hedging
	2.9.  Transactions in Specified Derivatives for Hedging Purposes
	2.10.  Adviser Requirements
	2.11.  Commencement of Use of Specified Derivatives and Short Selling by a Mutual Fund
	2.12.  Securities Loans
	2.13.  Repurchase Transactions
	2.14.  Reverse Repurchase Transactions
	2.15.  Agent for Securities Lending, Repurchase and Reverse Repurchase Transactions
	2.16.  Controls and Records
	2.17.  Commencement of Securities Lending, Repurchase and Reverse Repurchase Transactions by a Mutual Fund
	2.18.  Money Market Fund

	PART 3  NEW MUTUAL FUNDS
	3.1.  Initial Investment in a New Mutual Fund
	3.2.  Prohibition Against Distribution
	3.3.  Prohibition Against Reimbursement of Organization Costs

	PART 4  CONFLICTS OF INTEREST
	4.1.  Prohibited Investments
	4.2.  Self-Dealing
	4.3.  Exception
	4.4.  Liability and Indemnification

	PART 5  FUNDAMENTAL CHANGES
	5.1.  Matters Requiring Securityholder Approval
	5.2.  Approval of Securityholders
	5.3.  Circumstances in Which Approval of Securityholders Not Required
	5.3.1.  Change of Auditor of the Mutual fund
	5.4.  Formalities Concerning Meetings of Securityholders
	5.5.  Approval of Securities Regulatory Authority
	5.6.  Pre-Approved Reorganizations and Transfers
	5.7.  Applications
	5.8.  Matters Requiring Notice
	5.9.  Relief from Certain Regulatory Requirements
	5.10.  (Revoked)

	PART 6 CUSTODIANSHIP OF PORTFOLIO ASSETS
	6.1.  General
	6.2.  Entities Qualified to Act as Custodian or Sub-Custodian for Assets Held in Canada
	6.3.  Entities Qualified to Act as Sub-Custodian for Assets Held outside Canada
	6.4.  Contents of Custodian and Sub-Custodian Agreements
	6.5.  Holding of Portfolio Assets and Payment of Fees
	6.6.  Standard of Care
	6.7.  Review and Compliance Reports
	6.8.  Custodial Provisions relating to Derivatives and Securities Lending, Repurchase and Reverse Repurchase Agreements
	6.8.1. Custodial Provisions relating to Short Sales
	6.9.  Separate Account for Paying Expenses

	PART 7  INCENTIVE FEES
	7.1.  Incentive Fees
	7.2.  Multiple Portfolio Advisers

	PART 8 CONTRACTUAL PLANS
	8.1. Contractual Plans

	PART 9  SALE OF SECURITIES OF A MUTUAL FUND
	9.0.1.  Application
	9.1.  Transmission and Receipt of Purchase Orders
	9.2.  Acceptance of Purchase Orders
	9.3.  Issue Price of Securities
	9.4.  Delivery of Funds and Settlement

	PART 10  REDEMPTION OF SECURITIES OF A MUTUAL FUND
	10.1.  Requirements for Redemptions
	10.2.  Transmission and Receipt of Redemption Orders
	10.3.  Redemption Price of Securities
	10.4.  Payment of Redemption Proceeds
	10.5.  Failure to Complete Redemption Order
	10.6.  Suspension of Redemptions

	PART 11  COMMINGLING OF CASH
	11.1.  Principal Distributors
	11.2.  Participating Dealers
	11.3.  Trust Accounts
	11.4.  Exemption
	11.5.  Right of Inspection

	PART 12  COMPLIANCE REPORTS
	12.1.  Compliance Reports

	PART 13  (Revoked)
	13.1.  (Revoked).
	13.2.  (Revoked).
	13.3.  (Revoked).
	13.4.  (Revoked).
	13.5.  (Revoked).

	PART 14  RECORD DATE
	14.0.1. Application
	14.1.  Record Date

	PART 15  SALES COMMUNICATIONS AND PROHIBITED REPRESENTATIONS
	15.1.  Ability to Make Sales Communications
	15.2.  Sales Communications - General Requirements
	15.3.  Prohibited Disclosure in Sales Communications
	15.4.  Required Disclosure and Warnings in Sales Communications
	15.5.  Disclosure Regarding Distribution Fees
	15.6.  Performance Data - General Requirements
	15.7.  Advertisements
	15.8.  Performance Measurement Periods Covered by Performance Data
	15.9.  Changes affecting Performance Data
	15.10.  Formula for Calculating Standard Performance Data
	15.11.  Assumptions for Calculating Standard Performance Data
	15.12.  Sales Communications During the Waiting Period
	15.13.  Prohibited Representations
	15.14.  Sales Communication - Multi-Class Mutual Funds

	PART 16  (Revoked)
	16.1.  (Revoked).
	16.2.  (Revoked).
	16.3.  (Revoked).

	PART 17  (Revoked)
	17.1.  (Revoked).
	17.2.  (Revoked).
	17.3.  (Revoked).

	PART 18  SECURITYHOLDER RECORDS
	18.1.  Maintenance of Records
	18.2.  Availability of Records

	PART 19  EXEMPTIONS AND APPROVALS
	19.1.  Exemption
	19.2.  Exemption or Approval under Prior Policy
	19.3.  Revocation of exemptions

	PART 20  TRANSITIONAL
	20.1.  (Revoked).
	20.2.  Sales Communications
	20.3.  Reports to Securityholders
	20.4.  Mortgage Funds
	20.5.  Delayed Coming into Force

	APPENDIX A  FUTURES EXCHANGES FOR THE PURPOSE OF SUBSECTION 2.7(4) - DERIVATIVE COUNTERPARTY EXPOSURE LIMITS
	APPENDIX B-1 COMPLIANCE REPORT
	APPENDIX B-2  COMPLIANCE REPORT
	APPENDIX B-3  COMPLIANCE REPORT
	APPENDIX C PROVISIONS CONTAINED IN SECURITIES LEGISLATION FOR THE PURPOSE OF SUBSECTION 4.1(5) - PROHIBITED INVESTMENTS

