REGULATION IN FORCE FROM SEPTEMBER 22, 2014 TO JANUARY 1ST, 2015

Last amendment in force on September 22, 2014
This document has official status

chapter V-1.1, r. 39

REGULATION 81-102 RESPECTING INVESTMENT FUNDS

Decision 2001-C-0209, Title; M.O. 2004-02, s. 1; M.O. 2008-06, s. 1; M.O. 29@,

.1
s & .
N
Securities Act \\
(chapter V-1.1, s. 331.1) Q\
O
PART 1 DEFINITIONS AND APPLICATION %
N

1.1. Definitions
,&O

In this Regulation y\b‘

“acceptable clearing corporation” mea{% a clearing corporation that is an
acceptable clearing corporation under the StheguIatory Financial Questionnaire and

Report; Q‘

“advertisement” means a s Qd)mmunication that is published or designed for
use on or through a public medi

investment of a person cated, in whole or in part, among mutual funds to which
this Regulation appliés d reallocated among those mutual funds and, if applicable,

“asset allocation s:éé%e means an administrative service under which the

other assets accor, an asset allocation strategy;

“book system” means a system for the central handling of securities or
equivalent ggo based entries under which all securities of a class or series deposited
within th tem are treated as fungible and may be transferred or pledged by
book g entry without physical delivery;

“borrowing agent” means any of the following:

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

\&
%Q'\

of portfolio

(b) cash equivalents

(© synthetic cash; é
(d) receivables of the mutual fund arising from the dlspo 'n\
assets, net of payables arising from the acquisition of portfolio asset

(e)  securities purchased by the mutual fund in erse repurchase
transaction under section 2.14, to the extent of the cash pal ose securities by the
mutual fund;

() each evidence of indebtedness that h’g\a remaining term to maturity
of 365 days or less and a designated rating; y\v

(9) each floating rate evidence of ind(ghxedness if
Y

(1) the floating interesQat of the indebtedness is reset no later than

every 185 days, and %
(i) the princip @unt of the indebtedness will continue to have a
market value of approxmat at the time of each change in the rate to be paid to

the holders of the ewdenc@ INMebtedness;

(h)  securiti q@ued by a money market fund;

“cash e means an evidence of indebtedness that has a remaining term
to maturlty days or less and that is issued, or fully and unconditionally

guarantee prlnC|paI and interest, by
@9 the government of Canada or the government of a jurisdiction,
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

§Q (b)  the government of the United States of America, the government of one of

(© 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 futugég
issued by a clearing corporation; (\/Q

“‘clone fund” means an investment fund that has adopted a amental
investment objective to track the performance of another investment fund,; y\

“conventional convertible security” means a security of @suer that is,
according to its terms, convertible into, or exchangeable for, %&ssecurities of the
issuer, or of an affiliate of the issuer;

“conventional floating rate debt instrument” means a} vidence of indebtedness
of which the interest obligations are based upon mark commonly used in
commercial lending arrangements;

“conventional warrant or right” means@ curity 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; %

“currency cross hedge” mean
one currency for a risk to another
investment fund determines its
of currency risk to which t
substitution; Q

ubstitution by an investment fund of a risk to
cy, if neither currency is a currency in which the
set value per security and the aggregate amount
estment fund is exposed is not increased by the

“custodian” m a¢@ the institution appointed by an investment fund to hold
portfolio assets of @vestment fund;

“deale@aged investment fund” means an investment fund the portfolio
adviser of which is a dealer manager;

é\’er manager’ means

Q (@) aspecified dealer that acts as a portfolio adviser,

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

“debt-like security” means a security purchased by a mutual fund, other than a
conventional convertible security or a conventional floating rate debt instrument, that
evidences an indebtedness of the issuer if (0

(1) the amount of principal, interest or principal and intereﬁg be paid
to the holder is linked in whole or in part by a formula to the appreciation reciation

in the market price, value or level of one or more underlying \ntetests on a

predetermined date or dates, or Q~
(i) the security provides the holder with a righ Ktlvert or exchange

the security into or for the underlying interest or to purchaset§$~ derlying interest, and

(@) either

(b) on the date of acquisition by the mut/@md, the percentage of the
purchase price attributable to the component of the S¢curity that is not linked to an
underlying interest is less than 80% of the purchass\ e paid by the mutual fund;
“delta” means the positive or negative nl?ober that is a measure of the change in
market value of an option relative to cha t the value of the underlying interest of

the option; Q‘

“designated rating” means % security or instrument, a rating issued by a
designated rating organization s DRO affiliate, that is at or above one of the
following rating categories, g\ is at or above a category that replaces one of the
following rating categories Q
(@ thereh %en no announcement by the designated rating organization or
its DRO affiliate o@h the investment fund or its manager is or reasonably should be
of

aware that the the security or instrument to which the designated rating was
given may b@vn-graded to a rating category that would not be a designated rating,

and ()%

no designated rating organization or any of its DRO affiliates has rated the
se%ﬁb r instrument in a rating category that is not a designated rating:

Ny

Designated Rating
Organization

Commercial Paper/
Short Term Debt

Long Term Debt

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)
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“designated rating organization” means

(@) 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 uru@b

securities legislation; (\9

“‘DRO affiliate” has the same meaning as in section 1 of Regul@g €5-101
respecting Designated Rating Organizations (chapter V-1.1, r. 8.1); y\

like security, an evidence of indebtedness of approximately th e term as, or a
longer term than, the remaining term to maturity of the option , contract or debt-
like security and that ranks equally with, or subordinate to aim for payment that
may arise under the option, swap, contract or debt-like secur

“equivalent debt” means, in relation to an option, swap, forw%a tract or debt-

“fixed portfolio ETF” means an exchange-tra%%%&mutual fund not in continuous
distribution that \

€) has fundamental investment o(aectives which include holding and
maintaining a fixed portfolio of publicly tr ®quity securities of one or more issuers
the names of which are disclosed in itsqgs ctus, and

(b) trades the securities d to in paragraph (a) only in the circumstances
disclosed in its prospectus;
has a floating rate of in determined over the term of the obligation by reference to

a commonly used bg rk interest rate and that satisfies any of the following:

Idence of indebtedness was issued by a person or company other
or a permitted supranational agency, it has a designated rating;

“floating rate evic&éindebtedness” means an evidence of indebtedness that

(b the evidence of indebtedness was issued, or is fully and unconditionally
guar as to principal and interest, by any of the following:

Q 0] the government of Canada or the government of a jurisdiction of
@hada;

(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;
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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. @
2. Settle in cash instead of delivery; (\/Q

N
“fundamental investment objectives” means the investment objs}n%es of an
investment fund that define both the fundamental nature of the investgdnt find and the
fundamental investment features of the investment fund that distirQJ.s it from other

investment funds; 0}

“futures exchange” means an association or organizat@perated to provide the
facilities necessary for the trading of standardized futures; §

“government security” means an evidence o&’g%:gtedness issued, or fully and
t, by any of the government of

unconditionally guaranteed as to principal and inp%
Canada, the government of a jurisdiction or QI\;@ vernment of the United States of

America;

A\
%ge fully and unconditionally guaranteed,
, by the government of a jurisdiction or by an
by an insurer authorized to offer its services to
ortgages;

“guaranteed mortgage” means
or insured, by the government of C
agency of any of those governme
the public in Canada as an insu

“hedging” means th@ﬁering into of a transaction, or a series of transactions,
and the maintaining of{i{?y sition or positions resulting from the transaction or series
of transactions

@ if @
&

@ the intended effect of the transaction, or the intended cumulative
effect of eries of transactions, is to offset or reduce a specific risk associated with
all or on of an existing investment or position or group of investments or positions,

Q (i) the transaction or series of transactions results in a high degree of
\?aﬂve correlation between changes in the value of the investment or position, or
roup 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 (0
(@) a portfolio asset that cannot be readily disposed of through t
facilities on which public quotations in common use are widely available atzn@a unt

that at least approximates the amount at which the portfolio asset i lwed in
calculating the net asset value per security of the mutual fund, or y\

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

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

“index mutual fund” means a mutu %1 that has adopted fundamental
investment objectives that require the mutual fungeto

A\
€) hold the securities that qorcluded in a permitted index or permitted
indices of the mutual fund in substagtjefly"the same proportion as those securities are
reflected in that permitted index or§ permitted indices, or

(b) invest in a that causes the mutual fund to replicate the
performance of that perm@ INdex or those permitted indices;

“index particip ti%unit” means a security traded on a stock exchange in Canada
or the United Stat@ issued by an issuer the only purpose of which is to

(@) Q e securities that are included in a specified widely quoted market
index in su@ tially the same proportion as those securities are reflected in that index,
or

@); invest in a manner that causes the issuer to replicate the performance of
tRal\ndex;

\ “investment fund conflict of interest investment restrictions” means the provisions
of securities legislation that are referred to in Appendix D;

“investment fund conflict of interest reporting requirements” means the provisions
of securities legislation that are referred to in Appendix E;
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“investor fees” means, in connection with the purchase, conversion, holding,
transfer or redemption of securities of an investment fund, all fees, charges and
expenses that are or may become payable by a securityholder of the investment fund
to,

(@) in the case of a mutual fund, a member of the organization of the mutyal
fund other than a member of the organization acting solely as a participating dealer, %

(b) in the case of a non-redeemable investment fund, the manager ftﬁa;non-
redeemable investment fund, & \

“Joint Regulatory Financial Questionnaire and Report” m%)ns the Joint
Regulatory Financial Questionnaire and Report of various Canadia s on the date

that this Regulation comes into force and every successor to t m that does not
materially lessen the criteria for an entity to be recognized ag cceptable clearing
corporation”; X?‘

“long position” means a position held by an inve t fund that, for

(@) an option, entitles the investment fun%b&elect to purchase, sell, receive or
deliver the underlying interest or, instead, pay % ive cash,

(b)  a standardized future or forw@tontraot, obliges the investment fund to
accept delivery of the underlying intere@, Mstead, pay or receive cash,

(© a call option on futu titles the investment fund to elect to assume a
long position in standardized fu \

position in standardize s, and

(d aput optid@%rures, entitles the mutual fund to elect to assume a short

(e) a sw@\ibliges the investment fund to accept delivery of the underlying

interest or rece%\
“ma %‘n

ent expense ratio” the ratio, expressed as a percentage, of the
expense n mutual fund to its average net asset value, calculated in accordance
with P of Regulation 81-106 respecting Investment Fund Continuous Disclosure
(chaiey\V-1.1, r. 42);

\% “manager” means an investment fund manager;
“manager-prescribed number of units” means, in relation to an exchange-traded
mutual fund that is in continuous distribution, the number of units determined by the

manager from time to time for the purposes of subscription orders, exchanges,
redemptions or for other purposes;
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“material change”: any material change within the meaning of Regulation 81-106
respecting Investment Fund Continuous Disclosure;

“member of the organization” has the meaning ascribed to that term in
Regulation 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 a co%nce
with section 2.18; é )

“mortgage” includes a hypothec or security that creates a chargg{r:\real property
in order to secure a debt;

“mutual fund rating entity” means an entity s&

(@) that rates or ranks the performance of mutuﬁb?ands or asset allocation
services through an objective methodology that is @

0] based on quantitative perform@q measurements,

(i) applied consistently to aII mtual funds or asset allocation services
rated or ranked by it, and

(i) disclosed on the@a?s website,

(b)  thatis not a mem ;Le organization of any mutual fund, and

allocation service are n ured by the promoter, manager, portfolio adviser, principal
distributor or participgi ealer of any mutual fund or asset allocation service, or any
of their affiliates; &

O

“net as? lue” means the value of the total assets of the investment fund less

(c) whose servi;a"@ assign a rating or ranking to any mutual fund or asset

the value total liabilities, other than net assets attributable to securityholders, of
the inve t fund, as at a specific date, determined in accordance with Part 14 of
Regu 1-106 respecting Investment Fund Continuous Disclosure;

Q “non-resident sub-adviser” means a person providing portfolio management
@ice

(@) whose principal place of business is outside of Canada,

(b) that advises a portfolio adviser to an investment fund, and
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(c) that is not registered under securities legislation in the jurisdiction in which
the portfolio adviser that it advises is located,;

“option” means an agreement that provides the holder with the right, but not the
obligation, to do one or more of the following on terms or at a price established by or
determinable by reference to the agreement at or by a time established by tzes

agreement: y\
1. Receive an amount of cash determinable by reference to a s;()apl ied
guantity of the underlying interest of the option. é

2. Purchase a specified quantity of the underlying interest ot&e'}ptlon.
3. Sell a specified quantity of the underlying interest of tion;

“option on futures” means an option the underlyi@erest of which is a
standardized future;

“order receipt office” means, for a mutual fun%:&

(@) the principal office of the mutual fv.@

(b)  the principal office of the prlr\eﬁb‘dlstrlbutor of the mutual fund, or

(c) a location to which a p %e order or redemption order for securities of
the mutual fund is required or tted by the mutual fund to be delivered by
participating dealers or the pringt stributor of the mutual fund,

“overall rating o’f@@” means a rating or ranking of a mutual fund or asset

allocation service that j ulated from standard performance data for one or more
performance measur, periods, which includes the longest period for which the

mutual fund or allocation service is required under securities legislation to
calculate stand rformance data, other than the period since the inception of the
mutual fund,

“ éﬁaﬁng dealer” means a dealer other than the principal distributor that
distri ecurities of a mutual fund;

“participating fund” means a mutual fund in which an asset allocation service
@mits investment;

“performance data” means a rating, ranking, quotation, discussion or analysis
regarding an aspect of the investment performance of an investment fund, an asset
allocation service, a security, an index or a benchmark;

“permitted gold certificate” means a certificate representing gold if the gold is
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(@) available for delivery in Canada, free of charge, to or to the order of the
holder of the certificate,

(b)  of a minimum fineness of 995 parts per 1,000,

(c) held in Canada, @
(d) in the form of either bars or wafers, and (\/Q

(e) if not purchased from a bank listed in Schedule I, 1l or IlI ON Bank Act
(S.C. 1991, c. 46), fully insured against loss and bankruptcy by an in e company
licensed under the laws of Canada or a jurisdiction;

“permitted index” means, in relation to a mutual fund, a @i\ndex that is
(@)  both §?‘

0] administered by an organizatio tfsa{ IS not affiliated with any of the
mutual fund, its manager, its portfolio adviser or itsy&b\cipal distributor, and

(i) available to persons other fr%n the mutual fund, or
(b)  widely recognized and us@i\l

“permitted supranational ' means the African Development Bank, the
Asian Development Bank, the ean Development Bank, the European Bank for
Reconstruction and Develop;\| » the European Investment Bank, the Inter-American

Development Bank, the Inj&@ha¥onal Bank for Reconstruction and Development and the
International Finance C tion

“physical c ity”, means, in an original or processed state, an agricultural
product, forest Q Ct, product of the sea, mineral, metal, hydrocarbon fuel product,

precious ston her gem;

“ 0 adviser” means a person that provides investment advice or portfolio
man t services under a contract with the investment fund or with the manager of
theQ' ment fund,

\% “portfolio asset” means an asset of an investment fund;
“pricing date” means, for the sale of a security of a mutual fund, the date on

which the net asset value per security of the mutual fund is calculated for the purpose of
determining the price at which that security is to be issued;
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“principal distributor” means a person through whom securities of a mutual fund
are distributed under an arrangement with the mutual fund or its manager that provides

(@) an exclusive right to distribute the securities of the mutual fund in a
particular area, or

(b) a feature that gives or is intended to give the person a matgég,])
competitive advantage over others in the distribution of the securities of the mutu?.@l ;

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

“purchase” means, in connection with an acquisition of @aio asset by an
investment fund, an acquisition that is the result of a decision % nd action taken by

the investment fund; XV

“qualified security means” @

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

(@) an evidence of indebtedness that i\kued, or fully and unconditionally
guaranteed as to principal and interest, by (19

0] the government of Capﬁg‘or the government of a jurisdiction,

(i) the government &United States of America, the government of
one of the states of the United St America, the government of another sovereign
state, or a permitted suprapNQMal agency, if, in each case, the evidence of
indebtedness has a designat ng, or

@y a Cﬁan financial institution or a financial institution that is not
incorporated or organgz nder the laws of Canada or of a jurisdiction if, in either case,
evidences of inde ss of that issuer or guarantor that are rated as short term debt
by a designated organization or its DRO affiliate have a designated rating, or

(b) % mercial paper that has a term to maturity of 365 days or less and a
designat ting and that was issued by a person other than a government or

permib pranational agency;

Q “report to securityholders” means a report that includes annual or interim financial
%ements, or an annual or interim management report of fund performance, and that is
elivered to securityholders of an investment fund;
“restricted security” means a security, other than a specified derivative, the resale
of which is restricted or limited by a representation, undertaking or agreement by the
mutual fund or by the mutual fund's predecessor in title, or by law;
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“sales communication” means a communication relating to, and by, an
investment fund or 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 investment fund or participant in th %'}et
allocation service; or F\/
N

(i) to a person that is not a securityholder of the invesﬁ@rt fund or
participant in the asset allocation service, to induce the purchase of §ecuyities of the
investment fund or the use of the asset allocation service; and

(b) in the case of an investment fund, is not containes\ zzy of the following

documents of the investment fund: X?‘
1. A prospectus or preliminary or pro prospectus.
2. An annual information form p\»preliminary or pro forma annual

information form. (19

3. A fund facts docum?@;w preliminary or pro forma fund facts

document. Q‘

4. Financial stat , including the notes to the financial statements
and the auditor’s report on the fj | statements.

5. A trad xfirmation.
6. s%ment of account.
7. anual or interim management report of fund performance;
“sc ghip plan” has the meaning ascribed to that term in section 1.1 of
Regulati 2106 respecting Investment Fund Continuous Disclosure;
Q@ ort position” means a position held by an investment fund that, for
\ (@) an option, obliges the investment fund, at the election of another, to
purchase, sell, receive or deliver the underlying interest, or, instead, pay or receive
cash,
(b) a standardized future or forward contract, obliges the investment fund, at

the election of another, to deliver the underlying interest or, instead, pay or receive
cash,
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(© a call option on futures, obliges the investment fund, at the election of
another, to assume a short position in standardized futures, and

(d) a put option on futures, obliges the investment fund, at the election of
another, to assume a long position in standardized futures;

&)

“special warrant” means a security that, by its terms or the terms % n

accompanying contractual obligation, entitles or requires the holder to acquire argther

security without payment of material additional consideration and obliges é{ssuer of

the special warrant or the other security to undertake efforts to file a & ectus to
qualify the distribution of the other security; \\

“specified asset-backed security” means a security that ?j

(@) is primarily serviced by the cash flows of a dis pool of receivables or
other financial assets, either fixed or revolving, that by theyd terms convert into cash
within a finite time, and any rights or assets designed @ssure the servicing or timely
distribution of proceeds to securityholders, and b‘

N

(b) by its terms entitles an investqﬁy that security to a return of the
investment of that investor at or by a time estalished by or determinable by reference
to an agreement, except as a result of lo sncurred on, or the non-performance of,
the financial assets; Q‘

“specified dealer” means %fer other than a dealer whose activities as a
dealer are restricted by the ter registration to one or both of

(@) acting solely Q&pect of mutual fund securities,

(b)  acting Igﬁln respect of transactions in which a person registered in the
category of exemp %«et dealer in a jurisdiction is permitted to engage;

“specifi rivative” means an instrument, agreement or security, the market
price, valugZgr payment obligations of which are derived from, referenced to or based on
an under Interest, other than

Q@ a conventional convertible security,
\ (b) a specified asset-backed security,
(c) an index participation unit,

(d) a government or corporate strip bond,
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(e) a capital, equity dividend or income share of a subdivided equity or fixed
income security,

() a conventional warrant or right, or
() aspecial warrant;

&)
“standardized future” means an agreement traded on a futures ex?@%e
pursuant to standardized conditions contained in the by-laws, rules or regulatipns pf the
futures exchange, and cleared by a clearing corporation, to do one or esof the
following at a price established by or determinable by reference to the agr nt and at
or by a time established by or determinable by reference to the agree t:

1. Make or take delivery of the underlying interest of th &;ment.
2. Settle the obligation in cash instead of delivery @ underlying interest;

“sub-custodian” means, for an investment fund, @mw that has been appointed
to hold portfolio assets of the investment fund by either e custodian or a sub-custodian
of the investment fund; y\

“swap” means an agreement that provid(g/for
A\
(@) an exchange of principal Qéunts,

(b) the obligation to m d the right to receive, cash payments based
upon the value, level or price, elative changes or movements of the value, level
or price, of one or more und& #ig interests, which payments may be netted against
each other, or Q

(c) the rigg &gﬂjligation to make, and the right or obligation to receive,

physical delivery nderlying interest instead of the cash payments referred to in

paragraph (b); Q‘

“sy the cash” means a position that in aggregate provides the holder with the
economi Ivalent of the return on a banker's acceptance accepted by a bank listed
in 806 | of the Bank Act (L.C. 1991, ch. 46) and that consists of

(@ a long position in a portfolio of shares and a short position in a
dardized future of which the underlying interest consists of a stock index, if

(1) there is a high degree of positive correlation between changes in
the value of the portfolio of shares and changes in the value of the stock index, and
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(i) the ratio between the value of the portfolio of shares 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,

(b) a long position in the evidences of indebtedness issued, or fully and
unconditionally guaranteed as to principal and interest, by any of the government pf
Canada or the government of a jurisdiction and a short position in a standardized fu
of which the underlying interest consists of evidences of indebtedness of th e
issuer and same term to maturity, if %1/

A A
0] there is a high degree of positive correlation betwe@anges in
the value of the portfolio of evidences of indebtedness and changes i alue of the
standardized future, and Q~

(i) the ratio between the value of the eviden indebtedness and
the standardized future is such that, for any change in the@ of one, a change of
similar magnitude occurs in the value of the other; or

(c) a long position in securities of an s r and a short position in a
standardized future of which the underlying |nter g&s securities of that issuer, if the
ratio between the value of the securities issuer and the position in the
standardized future is such that, for any chang the value of one, a change of similar
magnitude occurs in the value of the other%

“underlying interest” means, f pecified derivative, the security, commodity,
financial instrument, currency, int ate, foreign exchange rate, economic indicator,
index, basket, agreement, benc, or any other reference, interest or variable, and, if
applicable, the relationship en any of the foregoing, from, to or on which the

market price, value or nt obligation of the specified derivative is derived,
referenced or based; a

“underlying@&et exposure” means, for a position of an investment fund in

(a) K tion, the quantity of the underlying interest of the option position
multiplied market value of one unit of the underlying interest, multiplied, in turn,

by the de@ the option,

a standardized future or forward contract, the quantity of the underlying
i tgést of the position multiplied by the current market value of one unit of the
@erlymg interest; or
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(c) a swap, the underlying market exposure, as calculated under
paragraph (b), for the long position of the investment fund in the swap.

Decision 2001-C-0209, 1.1; M.O. 2004-02, s. 2; M.O. 2005-06, ss. 1, 11 and 12;
M.O. 2006-03, s. 1; M.O. 2008-06, ss. 2 and 13; M.O. 2008-13, s. 1; M.O. 2009-05, s. 1;
M.O. 2010-14, s. 1; M.O. 2012-06, s. 1; M.O. 2013-09, s. 1; M.O. 2013-24, Sé)

M.O. 2014-04, s. 2. (\9\
S

1.2. Application

(1)  This Regulation applies only to y\

(@ a mutual fund that offers or has offered securities undQ.a rospectus for
so long as the mutual fund remains a reporting issuer; 0

(a.1) anon-redeemable investment fund that is a re% issuer; and

(b) a person in respect of activities pertaini an investment fund referred
to in paragraphs (a) and (a.1l) or pertaining to t D%Ung of a prospectus to which
subsection 3.1(1) applies.

(2) Despite subsection (1), this Regulation dfoLs not apply to a scholarship plan.

under an Act to establish the Fond solidarité des travailleurs du Québec (F.T.Q.)
(chapter F-3.2.1), an Act to esta ondaction, le Fonds de développement de la
Confédération des syndicats ngjt X pour la coopération et I'emploi (chapter F-3.1.2),
or an Act constituting Capiw\ xJional et coopératif Desjardins (chapter C-6.1), the
following requirements ap

Y
3) Despite subsection (1), in Q;@él&n respect of investment funds organized

(@) sectior@.ca to 2.17;
(b)y P

(c) Q/sgrt 15, except for paragraph 15.8(2)(b);

() Part 19;
Qo(e) Part 20
\3
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4) For greater certainty, in British Columbia, if a provision of this Regulation conflicts
or is inconsistent with a provision of the Employee Investment Act (British Columbia),
(R.S.B.C. 1996 chapter 112) or the Small Business Venture Capital Act
(British Columbia), (R.S.B.C. 1996, chapter 429), the provision of the Employee
Investment Act or the Small Business Venture Capital Act, as the case may be, prevails.

Decision 2001-C-0209, 1.2; M.O. 2005-06, s. 11; M.O. 2008-06, s. 13; M.O. 2012
s. 38: M.O. 2014-04, s. 3. (\9

1.3. Interpretation ’& 5
S

(2) Each section, part, class or series of a class of securities of anJ%\té,tment fund
that is referable to a separate portfolio of assets is considered@~ e a separate

investment fund for purposes of this Regulation. 0?\

(2)  An investment fund that renews or extends a securi nding, repurchase or
reverse repurchase transaction is entering into a securit lending, repurchase or
reverse repurchase agreement for the purposes of secy 12, 2.13 or 2.14.

3) (paragraph repealed). y\&

Decision 2001-C-0209, 1.3; M.O. 2005-06, S.%; M.O. 2012-06, s. 2; M.O. 2014-04,

s. 80. q‘/\,\
PART 2 INVESTMENTS Qg‘

2.1. Concentration Restrictj %

(1) A mutual fund m@ﬁpurchase a security of an issuer, enter into a specified

derivatives transaction rchase index participation units if, immediately after the
transaction, more th o of its net asset value would be invested in securities of any
issuer. 6§
(2) Subse@‘ﬂ) does not apply to the purchase of any of the following:
(a() government security;
QQ) a security issued by a clearing corporation;

\% (© a security issued by a mutual fund if the purchase is made in accordance

with the requirements of section 2.5;
(d)  anindex participation unit that is a security of a mutual fund;

(e) an equity security if the purchase is made by a fixed portfolio ETF in
accordance with its investment objectives.
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(3) In determining a mutual fund’s compliance with the restrictions contained in this
section, the mutual fund must, for each long position in a specified derivative that is held
by the 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 tzes

index participation unit. y\
4) Despite subsection (3), the mutual fund must not include in the det rm(mation
referred to in subsection (3) a security or instrument that is a componen but that
represents less than 10% of y\

(@) a stock or bond index that is the underlying inteer\)f a specified
derivative; or 0?\

(b) the securities held by the issuer of an index par@ion unit.

(5) Despite subsection (1), an index mutual fund, ame of which includes the
word “index”, may, in order to satisfy its fundament frgestment objectives, purchase a
security, enter into a specified derivatives transagtiél or purchase index participation
units if its prospectus contains the disclosure r %e to in subsection (5) of Item 6 and
subsection (5) of Item 9 of Part B of Form 81-13571 Contents of Simplified Prospectus.

\
Decision 2001-C-0209, 2.1; M.O. 2004@1/3; M.O. 2012-06, s. 3; M.O. 2014-04, ss. 4

and 81. %
2.2. Control Restrictions Q§%

(1)  Aninvestment fund Qfgnot purchase a security of an issuer

securities represe ore than 10% of

(@) if, immg %y after the purchase, the investment fund would hold

QQ‘the votes attaching to the outstanding voting securities of the

issuer; or %

6&’ (i) the outstanding equity securities of the issuer; or
Q (b)  for the purpose of exercising control over, or management of, the issuer.
}l.l) Subsection (1) does not apply to the purchase of any of the following:

(@) a security issued by an investment fund if the purchase is made in
accordance with section 2.5;

(b) an index participation unit that is a security of an investment fund.
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(2) If an investment fund acquires a security of an issuer other than as the result of a
purchase, and the acquisition results in the investment fund exceeding the limits
described in paragraph (1)(a), the investment fund must 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.

3) In determining its compliance with the restrictions contained in this sectj '}n
investment fund must

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

(b)  consider that it holds directly the underlying securities Q.),\Lgsented by any
American depositary receipts held by it.

Decision 2001-C-0209, 2.2; M.O. 2004-02, s. 4; M.O. 2012-0@; M.O. 2014-04, s. 6.
2.3. Restrictions Concerning Types of Investmer@
(1) A mutual fund must not Q\&
€)) purchase real property; (1/
A\
(b) purchase a mortgage, othqirlm a guaranteed mortgage;

(© purchase a guarant rtgage if, immediately after the purchase, more
than 10% of its net asset value e made up of guaranteed mortgages;

(d) purchase a %?%rtlflcate other than a permitted gold certificate;
(e) purch d or a permitted gold certificate if, immediately after the
purchase, more th@b of its net asset value would be made up of gold and permitted

gold certificates;

() &ept to the extent permitted by paragraphs (d) and (e), purchase a
physical odity;

purchase, sell or use a specified derivative other than in compliance with
gﬁms 2.7t02.11;

(h) purchase, sell or use a specified derivative the underlying interest of which

(1) a physical commodity other than gold, or

Regulation 81-102 September 22, 2014 PAGE 20



REGULATION IN FORCE FROM SEPTEMBER 22, 2014 TO JANUARY 1ST, 2015

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

(1) 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. ({)

(2) A non-redeemable investment fund must not do any of the following: (\9

€) purchase real property; ’& “

N

(b) purchase a mortgage, other than a guaranteed mortgage'\\

(© purchase an interest in a loan syndication, or lo rticipation, if the
purchase would require the non-redeemable investment to assume any
responsibilities in administering the loan in relation to the bor

Decision 2001-C-0209, 2.3; M.O. 2012-06, s. 5; M.O. %{@34, S. 6.
2.4. Restrictions Concerning llliquid Assets y\&
(1) A mutual fund must not purchase an(\h'quid asset if, immediately after the

purchase, more than 10% of its net asset ‘would be made up of illiquid assets.

(2) A mutual fund must not hav ted, for a period of 90 days or more, more
than 15% of its net asset value in | assets.

3) If more than 15% of L@e asset value of a mutual fund is made up of illiquid
assets, the mutual fund Sy as quickly as is commercially reasonable, take all
necessary steps to re%&we percentage of its net asset value made up of illiquid
assets to 15% or les

V_ N

Decision 2001-(& , 2.4; M.O. 2012-06, s. 6; M.O. 2014-04, s. 81.

25. Inv %nts in Other Investment Funds

(2) %Sr?ue purposes of this section, an investment fund is considered to be holding a
se @ f another investment fund if

\% (@) it holds securities issued by the other investment fund; or

(b) it is maintaining a position in a specified derivative for which the underlying
interest is a security of the other investment fund.

(2)  An investment fund must not purchase or hold a security of another investment
fund unless,
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€)) if the investment fund is a mutual fund, the other investment fund is a
mutual fund that is subject to this Regulation and offers or has offered securities under a
simplified prospectus in accordance with Regulation 81-101 respecting Mutual Fund
Prospectus Disclosure (chapter V-1.1, r. 38);

(a.1) if the investment fund is a non-redeemable investment fund, one or bot@
the following apply: %

(1) the other investment fund is subject to this Regulation; é )
(i) the other investment fund complies with the p,@/i'gms of this

Regulation applicable to a non-redeemable investment fund; Q~

(b) at the time of the purchase of that security, th r investment fund
holds no more than 10% of its net asset value in securities of@ investment funds;

investment fund are reporting issuers in the local juri on;

(© if the investment fund is a mutual fund, él&@vestment fund and the other

(c.1) if the investment fund is a nons able investment fund, the other
investment fund is a reporting issuer in a Jurls lon in which the investment fund is a

reporting issuer; %
(d) no management fees o tive fees are payable by the investment fund
that, to a reasonable person, wo plicate a fee payable by the other investment

fund for the same service;

(e) no sales fee ﬁedemption fees are payable by the investment fund in
relation to its purchase?rm iAdemptions of the securities of the other investment fund if

the other investment {uMiS managed by the manager or an affiliate or associate of the
manager of the iny, nt fund; and

) % es fees or redemption fees are payable by the investment fund in
relation to § rchases or redemptions of securities of the other investment fund that,
to a reas e person, would duplicate a fee payable by an investor in the investment
fund.

@ Paragraphs (2)(a), (a.1), (c) and (c.1) do not apply if the security
\ @) is an index participation unit issued by an investment fund; or
(b) is issued by another investment fund established with the approval of the
government of a foreign jurisdiction and the only means by which the foreign jurisdiction

permits investment in the securities of issuers of that foreign jurisdiction is through that
type of investment fund.
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(4) Paragraph (2)(b) does not apply if the other investment fund
(@) is a clone fund; or
(b) in accordance with this section purchases or holds securities (0
0] of a money market fund; or Q\
(i) that are index participation units issued by an investme@md

(5) Paragraphs (2)(e) and (f) do not apply to brokerage fees.j_%%ed for the
purchase or sale of an index participation unit issued by an investme

(6) An investment fund that holds securities of another& ment fund that is
managed by the same manager or an affiliate or associate of anager

(@) must not vote any of those securities; anKO

(b) may, if the manager so chooses, arr &sfor all of the securities it holds of
the other investment fund to be voted by th %n ficial holders of securities of the
investment fund. ?.1/

ﬂ'mterest investment restrictions and the
investment fund conflict of interest re g requirements do not apply to an investment
fund which purchases or holds seg€@8¥s of another investment fund if the purchase or
holding is made in accordance IS section.

(7 The investment fund conflict

Decision 2001-C-0209, 2. QI% 2004-02, s. 5; M.O. 2012-06, s. 6; M.O. 2014-04, s. 7.

2.6. Investment §
An mves@@ und must not

(@) the case of a mutual fund, borrow cash or provide a security interest
over a portfollo assets unless

(1) the transaction is a temporary measure to accommodate requests

e redemptlon of securities of the mutual fund while the mutual fund effects an

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

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

subparagraph, the outstanding amount of all borrowings of the mutual fund does not
exceed 5% of its net asset value at the time of the borrowing;

(i) the security interest is required to enable the mutual fund to effect a
specified derivative transaction or short sale of securities under this Instrument, is made
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in accordance with industry practice for that type of transaction and relates only to
obligations arising under the particular specified derivatives transaction or short sale;

(i)  the security interest secures a claim for the fees and expenses of
the custodian or a sub-custodian of the mutual fund for services rendered in that
capacity as permitted by subsection 6.4(3); or (0

(iv)  in the case of an exchange-traded mutual fund that is \n
continuous distribution, the transaction is to finance the acquisition of itg pdgfolio
securities and the outstanding amount of all borrowings is repaid on the Gging of its
initial public offering; y\

(b) in the case of a mutual fund, purchase securities Q\}hargin, unless
permitted by section 2.7 or 2.8; 0?\

(© in the case of a mutual fund, sell securities sho@er than in compliance
with section 2.6.1, unless permitted by section 2.7 or 2.8;

(d) purchase a security, other than a sp%::lﬁe?derivative, that by its terms
may require the investment fund to make a contrib& in addition to the payment of the

purchase price; (19

(e) engage in the business o[-{/lbderwriting, or marketing to the public,
securities of any other issuer, Q‘

) lend cash or portfoli % s other than cash;

(9) guarantee secq@y r obligations of a person; or

(h) purchase ﬁities other than through market facilities through which
these securities are RO ly bought and sold unless the purchase price approximates
the prevailing ma@rice or the parties are at arm’s length in connection with the

transaction.
(,Q -

Decisiog@k-OZO& 2.6; M.O. 2005-06, s. 11; M.O. 2008-06, s. 13; M.O. 2012-06,

S. 6; M. 4-04, s. 8.
2.%@?\;“ Sales
@ A mutual fund may sell a security short if
(@) the security sold short is sold for cash;

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

(i) an illiquid asset;
(i)  a security of an investment fund other than an index participatign)
N

0] the mutual fund has borrowed or arranged to b from a
borrowing agent the security that is to be sold under the short sale; \\

unit; and

(c) at the time the mutual fund sells the security short

(i) the aggregate market value of all securitie he issuer of the
securities sold short by the mutual fund does not exceed 5%@ net asset value of
the mutual fund; and ?\

(i)  the aggregate market value of all §<v tles sold short by the mutual
fund does not exceed 20% of the net asset value of utual fund.

(2) A mutual fund that sells securities shortf&/ old cash cover in an amount that,
together with portfolio assets deposited with bo ing agents as security in connection
with short sales of securities by the mu and, is at least 150% of the aggregate
market value of all securities sold sthE e mutual fund on a daily mark-to-market
basis.

(3) A mutual fund must no the cash from a short sale to enter into a long
position in a security, other t ecurity that qualifies as cash cover.

%

2.7. Transactio@h Specified Derivatives for Hedging and Non-hedging
Purposes

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

@ A asfund must not purchase an option or a debt-like security or enter into a
swap or ard contract unless, at the time of the transaction, any of the following

apply, Q=
%Q (@) in the case of an option, the option is a clearing corporation option;
\ (b)  the option, debt-like security, swap or contract, has a designated rating;
(c) the equivalent debt of the counterparty, or of a person or company that

has fully and unconditionally guaranteed the obligations of the counterparty in respect of
the option, debt-like security, swap or contract, has a designated rating.
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(2) If the credit rating of an option that is not a clearing corporation option, the credit
rating of a debt-like security, swap or forward contract, or the credit rating of the
equivalent debt of the writer or guarantor of the option, debt-like security, swap or
contract, falls below the level of a designated rating while the option, debt-like security,
swap or contract is held by a mutual fund, the mutual fund must take the steps that are
reasonably required to close out its position in the option, debt-like security, swap pr
contract in an orderly and timely fashion. y\

(3) Despite any other provisions contained in this Part, a mutual fund may en%lnto
a trade to close out all or part of a position in a specified derivative, in wr@@ase the
cash cover held to cover the underlying market exposure of the part of ths\ ition that
is closed out may be released. \\

(4)  The mark-to-market value of the exposure of a mutual fu
derivatives positions with any one counterparty other than
corporation or a clearing corporation that clears and settl sactions made on a
futures exchange listed in Appendix A, calculated in accorgance with subsection (5),
must not exceed, for a period of 30 days or more, 1 ‘@f the net asset value of the
mutual fund.

der its specified
cceptable clearing

(5)  The mark-to-market value of specified d;@ es positions of a mutual fund with
any one counterparty must be, for the purpose ubsection (4),

%ement with the counterparty that provides
net mark-to-market value of the specified

€) if the mutual fund has a
for netting or the right of set-off,
derivatives positions of the mutual

e aggregated mark-to-market value of the specified

(b) in all other ca;é, ;h
derivative positions of tgu | fund.
Decision 2001-C-02
S. 2; M.O. 2014-0

2.8. Trans@%ﬂs in Specified Derivatives for Purposes Other than Hedging

@ A @ﬁl fund must not

purchase a debt-like security that has an options component or an option,
ﬁ@s immediately after the purchase, not more than 10% of its net asset value would
émade up of those instruments held for purposes other than hedging;

M.O. 2008-06, s. 13; M.O. 2012-06, s. 7; M.O. 2013-09,

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

0] an equivalent quantity of the underlying interest of the option,
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(i) a right or obligation, exercisable at any time that the option is
exercisable, to acquire an equivalent quantity of the underlying interest of the option,
and cash cover that, together with margin on account for the position, is not less than
the amount, if any, by which the strike price of the right or obligation to acquire the
underlying interest exceeds the strike price of the option, or

(i)  a combination of the positions referred to in subparagraphs;&@
and (i) that is sufficient, without recourse to other assets of the mutual fund, to e
the mutual fund to satisfy its obligations to deliver the underlying interest of th/e<pt ;
N
(c) write a put option, or have outstanding a written put option, % is not an
option on futures, unless, as long as the position remains open, the mu%l fand holds

&t the option is
of the option, and

(1) a right or obligation, exercisable at any ti
exercisable, to sell an equivalent quantity of the underlying in \%
cash cover in an amount that, together with margin on acc@or the position, is not
less than the amount, if any, by which the strike price of thdVoption exceeds the strike
price of the right or obligation to sell the underlying inte

(i) cash cover that, together wilj\m&argin on account for the option
position, is not less than the strike price of the ; or

(i)  a combination of thq—f;bsitions referred to in subparagraphs (i)
and (i) that is sufficient, without recourge td”other assets of the mutual fund, to enable
the mutual fund to acquire the underl% Interest of the option;

(d) open or maintai ng position in a debt-like security that has a
component that is a long pogitp'in a forward contract, or in a standardized future or
forward contract, unless t tual fund holds cash cover in an amount that, together
with margin on account@n specified derivative and the market value of the specified
derivative, is not le n, on a daily mark-to-market basis, the underlying market

exposure of the sp derivative;
(e) ? or maintain a short position in a standardized future or forward
contract, u@ the mutual fund holds

'éé) 0] an equivalent quantity of the underlying interest of the future or

co%

% (i) a right or obligation to acquire an equivalent quantity of the
nderlying interest of the future or contract and cash cover that together with margin on

account for the position is not less than the amount, if any, by which the strike price of

the right or obligation to acquire the underlying interest exceeds the forward price of the

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

() enter into, or maintain, a swap position unless

0] for periods when the mutual fund would be entitled to rec
payments under the swap, the mutual fund holds cash cover in an amount that, t@ r
with margin on account for the swap and the market value of the swap, is not
on a daily mark-to-market basis, the underlying market exposure of the swa% o

(i) for periods when the mutual fund would be r%'}d to make
payments under the swap, the mutual fund holds

(A) an equivalent quantity of the underl@ rest of the swap,

(B) aright or obligation to acquire a quivalent quantity of the
underlying interest of the swap and cash cover that, to r with margin on account for
the position, is not less than the aggregate amount obligations of the mutual fund
under the swap, or %‘

(C) a combination of tﬁl/posmons referred to in clauses (A)
and (B) that is sufficient, without recourse er assets of the mutual fund, to enable
the mutual fund to satisfy its obligationw the swap.

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

Decision 2001-C- 02&% .0. 2012-06, s. 8; M.O. 2014-04, s. 81.
2.9. Transact) In Specified Derivatives for Hedging Purposes

(1) Sec% 2.1, 2.2, 2.4 and 2.8 do not apply to the use of specified derivatives by a
mutual f r hedging purposes.

(2) @ ction 2.2 does not apply to the use of specified derivatives by a non-
mable investment fund for hedging purposes.

\ )
Decision 2001-C-0209, 2.9; M.O. 2014-04, s. 9.

2.10. Adviser Requirements

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

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

(b)  the portfolio adviser contractually agrees with the mutual fund toy\&a)
responsible for any loss that arises out of the failure of the non-resident sub-advi@

(1) to exercise the powers and discharge the duties {» office
honestly, in good faith and in the best interests of the investment fund, anc}\

(i) to exercise the degree of care, diligence and sk@‘l a reasonably
prudent person would exercise in the circumstances. 8\

(2)  An investment fund must not relieve a portfolio advi the investment fund
from liability for loss for which the portfolio adviser has asyYmed responsibility under
paragraph (1)(b) that arises out of the failure of the relg@non-resident sub-adviser

(@) to exercise the powers and dischargQ?&e duties of its office honestly, in
good faith and in the best interests of the invesk:@t und, or

(b) to exercise the degree of @,\ diligence and skill that a reasonably
prudent person would exercise in the ci@ ances.

3) Despite subsection 4.4(3), estment fund may indemnify a portfolio adviser
against legal fees, judgments ounts paid in settlement, actually and reasonably
incurred by that person in tion with services provided by a non-resident sub-

adviser for which the portfolio adviser has assumed responsibility under

paragraph (1)(b), only ifé(,

(@) thos % judgments and amounts were not incurred as a result of a
breach of the s'@ of care described in subsection (1) or (2); and
(b) ?2& investment fund has reasonable grounds to believe that the action or

inaction t used the payment of the fees, judgments and amounts paid in settlement
was 6@9. est interests of the investment fund.

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

(ézQ An investment fund must not incur the cost of any portion of liability insurance
indemnified for that liability under this section.

Decision 2001-C-0209, 2.10; M.O. 2008-06, s. 13; M.O. 2014-04, ss. 10 and 81.
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2.11. Commencement of Use of Specified Derivatives and Short Selling by an
Investment Fund

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

(@) in the case of a mutual fund, other than an exchange-traded mut
that is not in continuous distribution, its prospectus contains the disclosure requ for
a mutual fund intending to engage in the activity; %

distribution or of a non-redeemable investment fund, the investment ssues a news

(a.1) in the case of an exchange-traded mutual fund that is ?%t in" continuous
release that contains both of the following: 0?\

(1) the disclosure required in a prospect % an exchange-traded
mutual fund that is not in continuous distribution, or a non-rggmable investment fund,
intending to engage in the activity; @

(i) the date on which the activity i\Mnded to begin; and

(b) the investment fund has provid(ga/to its securityholders, not less than
60 days before it begins the intended actpgty, written notice that discloses its intent to
engage in the activity and the disclw referred to in paragraph (a) or (a.l), as

applicable. %

(2) A mutual fund, other n exchange-traded mutual fund that is not in
continuous distribution, is required to provide the notice referred to in
paragraph (1)(b) if each pt tus of the mutual fund since its inception has contained
the disclosure referred @ragraph (1)(a).

3) Subsection es not apply to an exchange-traded mutual fund that is not in
continuous distrj n, or to a non-redeemable investment fund, if each prospectus of
the investme filed since its inception has contained the disclosure referred to in

paragraph ¢)(a1).
%

Decis‘QZdbl-c-ozog, 2.11; M.O. 2012-06, s. 10; M.O. 2014-04, s. 11.

2 & Securities Loans

}l) Despite any other provision of this Regulation, an investment fund may enter into
a securities lending transaction as lender if the following conditions are satisfied for the
transaction:

1. The transaction is administered and supervised in the manner required by
sections 2.15 and 2.16.
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2. The transaction is made under a written agreement that implements the
requirements of this section.

3. Securities are loaned by the investment fund in exchange for collateral.
4. The securities transferred, either by the investment fund or to
investment fund as collateral, as part of the transaction are immediately avaﬂ@

good delivery under applicable legislation.

5. The collateral to be delivered to the investment fund at the@;lnnlng of
the transaction

(@) is received by the investment fund either bef &t the same time
as it delivers the loaned securities; and %

(b) has a market value equal to at least 10§¥V%6 of the market value of
the loaned securities. &

6. The collateral to be delivered to theiQrK ment fund is one or more of
€) cash; (1/
‘\
(b) qualified securltles q/
for, securities of the same issu s or type, and the same term, if applicable, as the

securities that are being Io y the investment fund, and in at least the same
number as those Ioaned@ investment fund; or

(© securities t Sg medlately convertible into, or exchangeable

(d) igevQrable letters of credit issued by a Canadian financial
institution that is @'he counterparty, or an affiliate of the counterparty, of the
investment fun e transaction, if evidences of indebtedness of the Canadian
financial insti Qﬁhat are rated as short term debt by a designated rating organization

or its DRO% te have a designated rating.

Q~ The collateral and loaned securities are marked to market on each
v@s day, and the amount of collateral in the possession of the investment fund is
§§ted on each business day to ensure that the market value of collateral maintained
he mutual fund in connection with the transaction is at least 102% of the market

alue of the loaned securities.

8. If an event of default by a borrower occurs, the investment fund, in
addition to any other 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.
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9. The borrower is required to pay promptly to the investment 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.

10. The transaction is a “securities lending arrangement” under section 260 pf
the ITA. yé)b

11. The investment fund is entitled to terminate the transaction at ar(a/tlme
and recall the loaned securities within the normal and customary settleme enod for
securities lending transactions in the market in which the securities are Ie

12. Immediately after the investment fund enters into t nsaction, the
aggregate market value of all securities loaned by the invest nd in securities
lending transactions and not yet returned to it or sold by nvestment fund in

repurchase transactions under section 2.13 and not % purchased does not
exceed 50% of the net asset value of the investment fund.

(2)  An investment fund may hold all cash del v'ﬁe to it as the collateral in a
securities lending transaction or may use the cash Q rchase

(@) qualified securities having a rqyralnlng term to maturity no longer
than 90 days; % N

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

(c) a combination @curmes referred to in paragraphs (a) and (b).

(3)  Aninvestment fu&ring the term of a securities lending transaction, must hold
all, and must not invegt Ispose of any, non-cash collateral delivered to it as collateral
in the transaction. %

Vo

Decision 200¥ 09, 2.12; M.O. 2005-06, s. 11; M.O. 2013-09, s. 3; M.O. 2014-04,

s. 12. %
2. 130é‘archase Transactions

Despite any other provision of this Regulation, an investment fund may enter into
purchase transaction if the following conditions are satisfied for the transaction:

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 sold for cash by the investment fund, with the investment
fund assuming an obligation to repurchase the securities for cash.

4. The securities transferred by the investment fund as part of the transaction
are immediately available for good delivery under applicable legislation. (0

5. The cash to be delivered to the investment fund at the beginnin @ e
transaction q.l/

@) is received by the investment fund either before or@the same
time as it delivers the sold securities; and \\

(b) is in an amount equal to at least 102% of @Eet value of the

sold securities. s

6. The sold securities are marked to market on h business day, and the
amount of sale proceeds in the possession of the inv nt fund is adjusted on each
business day to ensure that the amount of cash maintained by the investment fund in
connection with the transaction is at least 102 f the market value of the sold

securities. (19

7. If an event of default by a(ﬁvohaser occurs, the investment fund, in
addition to any other remedy available and¥®f the agreement or applicable law, has the
right under the agreement to retain o se of the sale proceeds delivered to it by the
purchaser to the extent necessary Isfy its claims under the agreement.

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

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

10. %e term of the repurchase agreement, before any extension or renewal
that requ{r e consent of both the investment fund and the purchaser, is not more
than 6&6 S

11. Immediately after the investment fund enters into the transaction, the
@regate market value of all securities loaned by the investment fund in securities
lénding transactions under section 2.12 and not yet returned to it or sold by the
investment fund in repurchase transactions and not yet repurchased does not
exceed 50% of the net asset value of the investment fund.

(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 (0

(c) a combination of the securities referred to in paragraphs (a) aﬁé/q ).

Decision 2001-C-0209, 2.13; M.O. 2005-06, s. 11; M.O. 2014-04, s. 13. é& )
2.14. Reverse Repurchase Transactions \

(2) Despite any other provision of this Regulation, an investm @ d may enter into
a reverse repurchase transaction if the following condltlo satisfied for the
transaction:

1. The transaction is administered and sup @d in the manner required by
sections 2.15 and 2.16. K

2. The transaction is made under \en agreement that implements the
requirements of this section.

3. Qualified securities are p c%ed for cash by the investment fund, with
the investment fund assuming the obigea&ion to resell them for cash.

4. The securities tr @ d as part of the transaction are immediately
available for good delivery u licable legislation.

5. The securj be delivered to the investment fund at the beginning of
the transaction

Qre received by the investment fund either before or at the same
time as it deli e cash used by it to purchase those securities; and

Q{o) have a market value equal to at least 102% of the cash paid for the
securj the investment fund.

either the amount of cash paid for the purchased securities or the amount of
purchased securities in the possession of the seller or the investment fund is adjusted
on each business day to ensure that the market value of purchased securities held by
the investment fund in connection with the transaction is not less than 102% of the cash
paid by the investment fund.

§ 6. The purchased securities are marked to market on each business day,
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7. If an event of default by a seller occurs, the investment fund, in addition to
any other remedy available in the agreement or applicable law, has the right under the
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 pf
the ITA. yé)b

renewal that requires the consent of both the seller and the investment fund ot more

9. The term of the reverse repurchase agreement, before any exéen‘s‘an or
than 30 days. y\

Decision 2001-C-0209, 2.14; M.O. 2005-06, s. 11; M.O. 2014-04, s. @:\

2.15. Agent for Securities Lending, Repurchase and@erse Repurchase
Transactions ?\

Q) The manager of an investment fund must appgi n agent or agents to act on
behalf of the investment fund to administer the secwrities lending and repurchase
transactions entered into by the investment fund. y\

(2) The manager of an investment fund mgMppoint an agent or agents to act on
behalf of the investment fund to administe, severse repurchase transactions entered
into by the investment fund. Q‘

3) The custodian or a sub-c {@én of the investment fund must be the agent
appointed under subsection (1)

securities lending, rep e or, if applicable, reverse repurchase transactions on
behalf of the invest nd until the agent enters into a written agreement with the
manager and the @nent fund in which

€) @Westment fund and the manager provide instructions to the agent on
the paramgtgrayto be followed in entering into the type of transactions to which the
agreeme tains;

(4)  The manager of ag Q) estment fund must not authorize an agent to enter into a

@3 the agent agrees to comply with this Regulation, accepts the standard of
r&referred to in subsection (5) and agrees to ensure that all transactions entered into
\%t on behalf of the investment fund will comply with this Regulation; and

(© the agent agrees to provide to the investment fund and the manager

regular, comprehensive and timely reports summarizing the investment fund’s securities
lending, repurchase and reverse repurchase transactions, as applicable.
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(5)  An agent appointed under this section, in administering the securities lending,
repurchase and, if applicable, reverse repurchase transactions of the investment fund
must 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; M.O. 2014-04, s. 15.

X0

2.16. Controls and Records (\9
(1)  Aninvestment fund shall not enter into transactions under sections %& 8.13 or
2.14 unless, y\

(@) for transactions to be entered into through an age ointed under
section 2.15, the manager has reasonable grounds to believ the agent has
established and maintains appropriate internal controls and ures and records;
and X?‘

(b) for reverse repurchase transactions direc tered into by the investment
fund without an agent, the manager has establisheq ald maintains appropriate internal
controls, procedures and records. y\

(2)  The internal controls, procedures and re(amds referred to in subsection (1) shall

include ({),\

@) a list of approved borr@?, purchasers and sellers based on generally
accepted creditworthiness standar,

(b) as applicable, tp\ tion and credit limits for each counterparty; and
(© collateral ¢i fication standards.

(3) The manag@hn investment fund shall, on a periodic basis not less frequently

than annually, Q‘

@) gir iew the agreements with any agent appointed under section 2.15 to
determin e agreements are in compliance with this Regulation;

@) review the internal controls described in subsection (2) to ensure their
S(nued adequacy and appropriateness;

\ (c) make reasonable enquiries as to whether the agent is administering the
securities 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);
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(d) review the terms of any agreement between the investment fund and an
agent entered into under subsection 2.15(4) in order to determine if the instructions
provided to the agent in connection with the securities lending, repurchase or reverse
repurchase transactions of the investment fund continue to be appropriate; and

(e) make or cause to be made any changes that may be necessary to ens%es

that y\

0] the agreements with agents are in compliance with this Rgu(aﬁon,

N
(i) the internal controls described in subsection (2) are @uate and

appropriate, \\

(i)  the securities lending, repurchase or \ﬁrse repurchase
transactions of the investment fund are administered in th nner described in
paragraph (c), and ?\%*

(iv)  the terms of each agreement be@@ the investment fund and an
agent entered into under subsection 2.15(4) are appgf \ate.

Decision 2001-C-0209, 2.16; M.O. 2005-06, s. }@'/\\O 2014-04, s. 16.

2.17. Commencement of Securitie %nding, Repurchase and Reverse
Repurchase Transactions by an Inve@ t Fund

(1)  Aninvestment fund must n r into securities lending, repurchase or reverse
repurchase transactions unless%

(@) in the case xutual fund, other than an exchange-traded mutual fund
that is not in continuou ibution, its prospectus contains the disclosure required for
mutual funds enterin il%t ose types of transactions;

(b) in ase of an exchange-traded mutual fund that is not in continuous
distribution or. on-redeemable investment fund, the investment fund issues a news
release thaggoMains both of the following:

() 0] the disclosure required in a prospectus for an exchange-traded
ml@ nd that is not in continuous distribution, or a non-redeemable investment fund,
g ing into those types of transactions;
\ (i) the date on which the investment fund intends to begin entering into
those types of transactions; and

(© the investment fund provides to its securityholders, at least 60 days before
it begins entering into those types of transactions, written notice that discloses its intent
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to begin entering into those types of transactions and the disclosure referred to in
paragraph (a) or (b), as applicable.

(2) Paragraph (1)(c) does not apply to a mutual fund that has entered into reverse
repurchase agreements as permitted by a decision of the regulator, except in Québec,
or the securities regulatory authority.

mutual fund that is not in continuous distribution, if each prospectus of the mytu

3) Paragraph (1)(c) does not apply to a mutual fund, other than an exchange{ﬁ d
und
filed since its inception contains the disclosure referred to in paragraph (1)( )

(4) Subsection (1) does not apply to an exchange-traded mutual f. d'}ﬁat IS not in
continuous distribution, or to a non-redeemable investment fund, if %gh prospectus of
the investment fund filed since its inception contains the dis@ue referred to in

paragraph (1)(b). s
Decision 2001-C-0209, 2.17; M.O. 2004-02, s. 6; M.O. 2013 6, s. 38; M.O. 2014-04,

s. 17. &Q

2.18. Money Market Fund Q&

(1) A mutual fund must not describg\tself as a “money market fund” in its
prospectus, a continuous disclosure docu or a sales communication unless

@) it has all of its aségmvested in one or more of the following:
0] cas%&
(i) Q'é} equivalents;

(@ %an evidence of indebtedness that has a remaining term to
maturity of 365 da ess and a designated rating;

QQ‘ (iv)  afloating rate evidence of indebtedness if

g%! (A)  the floating interest rate of the indebtedness is reset

no lat every 185 days, and
Q (B) the principal amount of the indebtedness will continue
@ave a market value of approximately par at the time of each change in the rate to be

paid to the holders of the evidence of indebtedness, or
(v) securities issued by one or more money market funds;

(b) it has a portfolio of assets, excluding a security described in
subparagraph (a)(v) with a dollar-weighted average term to maturity not exceeding
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0] 180 days, and

(i) 90 days when calculated on the basis that the term of a
floating rate obligation is the period remaining to the date of the next rate setting;

(c) not less than 95% of its assets invested in accordance
paragraph (a) are denominated in a currency in which the net asset value per se f
the mutual fund is calculated, and &
“\

(d) it has not less than y\

0] 5% of its assets invested in cash or rea@onvertible into
cash within one day, and 8\

(i) 15% of its assets invested in cas@eadily convertible into
cash within one week.

(2) Despite any other provision of this Regulatiorg utual fund that describes itself
as a “money market fund” must not use a specifiedy{ vative or sell securities short.

(3) A non-redeemable investment fund mus(t\aot describe itself as a “money market

fund”. ({),\

M.O. 2012-06, s. 11; M.O. 2013-09, S@WO. 2014-04, s. 18.

PART 3 NEW MUTUAL F%&

3.1. Initial Investment ierﬂNew Mutual Fund

(1) A person mu§% e a prospectus for a newly established mutual fund unless
(@) azﬁstment of at least $150,000 in securities of the mutual fund has

been made, se securities are beneficially owned, before the time of filing by

Qﬁ) the manager, a portfolio adviser, a promoter or a sponsor of the
mutu )di

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

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

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

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

Decision 2001-C-0209, 3.1; M.O. 2008-06, ss. 3 and 13; M.O. 2012-06, \;
M.O. 2014-04, s. 19. &
N
3.2.  Prohibition Against Distribution y\
If a prospectus of a mutual fund contains the disclo \\described in
paragraph 3.1(1)(b), the mutual fund must not distribute any ities unless the

subscriptions described in that disclosure, together with pa for the securities
subscribed for, have been received. ?\

Decision 2001-C-0209, 3.2; M.O. 2012-06, s. 38; M.O@-M, s. 81.
3.3. Prohibition Against Reimbursement of O&%ization Costs
(2) The costs of incorporation, formation or frln’al organization of a mutual fund, or of
the preparation and filing of any of thq-&ﬁminary prospectus, preliminary annual

information form, preliminary fund facts docWment, initial prospectus, annual information
form or fund facts document of the und must not be borne by the mutual fund or

its securityholders.
ply to an exchange-traded mutual fund unless the

(2)  Subsection (1) does

s. 20.

PART 4 @FLICTS OF INTEREST

4.1. Prq%&ed Investments

(1) Q dealer managed investment fund must not knowingly make an investment in a
$’ of securities of an issuer during, or for 60 days after, the period in which the dealer
[

fund is in continuous digo
Decision 2001-C-0%§ - M.O. 2010-14, s. 2; M.O. 2012-06, s. 12; M.O. 2014-04,

ager of the investment fund, or an associate or affiliate of the dealer manager of the

vestment fund, acts as an underwriter in the distribution of securities of that class of

securities, except as a member of the selling group distributing 5% or less of the
securities underwritten.

(2) A dealer managed investment fund must not knowingly make an investment in a
class of securities of an issuer of which a partner, director, officer or employee of the
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dealer manager of the investment fund, or a partner, director, officer or employee of an
affiliate or associate of the dealer manager, is a partner, director or officer, unless the
partner, director, officer or employee

(@) does not participate in the formulation of investment decisions made on
behalf of the dealer managed investment fund;

(b)  does not have access before implementation to information con '}g
investment decisions made on behalf of the dealer managed investment fund

(c) does not influence, other than through research, St&tlStIQ@nd other

reports generally available to clients, the investment decisions mad « half of the
dealer managed investment fund. Q~

(3)  Subsections (1) and (2) do not apply to an investment class of securities
issued or fully and unconditionally guaranteed by the gov nt of Canada or the

government of a jurisdiction.

(4)  Subsection (1) does not apply to an mvestr@g In a class of securities of an
issuer if, at the time of each investment

(@) the independent review committe((el)f the dealer managed investment fund
has approved the transaction under subs 5.2(2) of Regulation 81-107 respecting
Independent Review Committee for Inv t Funds (chapter V-1.1, r. 43);

referred to in subsection (3), t urity has been given, and continues to have, an
designated rating by a deS|g atlng organization or its DRO affiliate;

(© in any oth@%s of securities of an issuer,

0] @ distribution of the class of equity securities is made by
prospectus filed one or more regulators, except in Québec, or securities regulatory
authorities in a; and

(b) in a class of debt sg; %és of an issuer other than a class of securities

Qﬁi) during the 60 day period referred to in subsection (1) the
inves s made on an exchange on which the class of equity securities of the issuer
IS IQ nd traded; and

% (d) no later than the time the dealer managed investment fund files its annual

\fManciaI statements, the manager of the dealer managed investment fund files the
particulars of each investment made by the dealer managed investment fund during its
most recently completed financial year.
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(4.1) In paragraph (4)(b), “designated rating” has the meaning ascribed to it in
Regulation 44-101 respecting Short Form Prospectus Distributions (chapter V-1.1,
r. 16).

(5)  The provisions of securities legislation that are referred to in Appendix C do not
apply with respect to an investment in a class of securities of an issuer referred to jn
subsection (4) if the investment is made in accordance with that subsection. ¢D

Decision 2001-C-0209, 4.1; M.O. 2006-03, s. 2; M.O. 2012-06, s. 13; M.O, 261%09,

s.5; M.O. 2014-04, 5. 21. A -
N

4.2. Self-Dealing \\
(1)  Aninvestment fund must not purchase a security from, sel urity to, or enter
into a securities lending, repurchase or reverse repurchase tr tion under section
2.12, 2.13 or 2.14 with, any of the following persons: ?\

1. The manager, portfolio adviser or trustee& Investment fund.

2. A partner, director or officer of the )iqustment fund or of the manager,

portfolio adviser or trustee of the investment fu@

3. An associate or affiliate of a pﬁtﬂn referred to in paragraph 1 or 2.

4. A person, having few
partner, director or officer of the i
manager or portfolio adviser
securityholder. ,&

100 securityholders of record, of which a
ent fund or a partner, director or officer of the
Investment fund is a partner, director, officer or

(2)  Subsection (1) a& in the case of a sale of a security to, or a purchase of a
security from, an inyesghent fund only if the person that would be selling to, or
purchasing from, th&»estment fund would be doing so as principal.

ol
Decision 200)(2(0209, 4.2: M.O. 2008-06, s. 13: M.O. 2014-04, ss. 80 and 81.

g

ExCeMion
(1) Q;ction 4.2 does not apply to a purchase or sale of a security by an investment

if the price payable for the security is:
\ @) not more than the ask price of the security as reported by any available
public quotation in common use, in the case of a purchase by the investment fund; or

(b) not less than the bid price of the security as reported by any available
public quotation in common use, in the case of a sale by the investment fund.
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(2)  Section 4.2 does not apply to a purchase or sale of a class of debt securities by
an investment fund from, or to, another investment fund managed by the same manager
or an affiliate of the manager, if, at the time of the transaction

(@ the investment fund is purchasing from, or selling to, another investment
fund to which Regulation 81-107 respecting Independent Review Committee fpr
Investment Funds (chapter V-1.1, r. 43) applies; y\eb

(b)  the independent review committee of the investment fund has ap&oved
the transaction under subsection 5.2(2) of Regulation 81-107 respecting %}gpendent
Review Committee for Investment Funds; y\

(c) the transaction complies with subsection 6.1(2) of Qg lation 81-107
respecting Independent Review Committee for Investment Funds. ?\

Decision 2001-C-0209, 4.3; M.O. 2006-03, s. 3; M.O. 2014-0@2.
4.4. Liability and Indemnification @

(1) An agreement or declaration of trust by wth&a person acts as manager of an
investment fund must provide that the manag sponsible for any loss that arises
out of the failure of the manager, or of any pgrson retained by the manager or the
investment fund to discharge any of theaﬁyager’s responsibilities to the investment

fund, Q‘

(@) to exercise the pow d discharge the duties of its office honestly, in
good faith and in the best intere he investment fund, and

(b) to exercise 'ﬂdegree of care, diligence and skill that a reasonably

prudent person would e I3e in the circumstances.

(2)  An investm nd must not relieve the manager of the investment fund from

liability for loss Ises out of the failure of the manager, or of any person retained by

the manager%| investment fund to discharge any of the manager’s responsibilities
e

to the inve t fund,
¥
I

QI. to exercise the powers and discharge the duties of its office honestly, in
go@ and in the best interests of the investment fund, or
\ (b) to exercise the degree of care, diligence and skill that a reasonably
prudent person would exercise in the circumstances.

(3) Aninvestment fund may indemnify a person providing services to it against legal
fees, judgments and amounts paid in settlement, actually and reasonably incurred by
that person in connection with services provided by that person to the investment fund,
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 investment 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 investment fund. '53

that insures a person for a liability except to the extent that the per may be

(4)  An investment fund must not incur the cost of any portion of liability 'ns‘t}ance
indemnified for that liability under this section. y\i%#\

(5)  This section does not apply to any losses to an investment fu@securityholder
arising out of an action or inaction by any of the following: 0?\

(@) a director of the investment fund; ?\

(b) a custodian or sub-custodian of the inve/{@nt fund, except as set out Iin
subsection (6). b‘

(6)  This section applies to any losses to an}.@s ent fund or securityholder arising
out of an action or inaction by a custodian orsub-custodian acting as agent of the
investment fund in administering the ities lending, repurchase or reverse

repurchase transactions of the investmest flwd.

Decision 2001-C-0209, 4.4; M.O. 6, s. 13; M.O. 2014-04, s. 23.

PART 5 FUNDAMENT NGES

5.1. Matters Requiri@curityholder Approval

(2) The prior al of the securityholders of an investment fund, given as
provided in sectj , is required before the occurrence of each of the following:

t<I£ basis of the calculation of a fee or expense that is charged to the
d or directly to its securityholders by the investment fund or its manager

n with the holding of securities of the investment fund is changed in a way

th Id result in an increase in charges to the investment fund or to its
a&rityholders;

\ (a.1) a fee or expense, to be charged to the investment fund or directly to its
securityholders by the investment fund or its manager in connection with the holding of
securities of the investment fund that could result in an increase in charges to the
investment fund or to its securityholders, is introduced;
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(b)  the manager of the investment fund is changed, unless the new manager
is an affiliate of the current manager,

(© the fundamental investment objectives of the investment fund are
changed;

(d) (paragraph revoked); @

(e) the investment fund decreases the frequency of the calculation om net
asset value per security; é& \

() the investment fund undertakes a reorganization with\gr'\fransfers its
assets to, another issuer, if Q~

0] the investment fund ceases to continue a@ve reorganization or
transfer of assets; and ?\
e

(i) the transaction results in the sec@l rs of the investment fund
becoming securityholders in the other issuer;

(g) the investment fund undertakes %r}ganization with, or acquires assets
from, another issuer, if %1/

A\
(1) the investment @continues after the reorganization or

acquisition of assets; %
(i) the transa %esults in the securityholders of the other issuer
becoming securityholders in estment fund; and

(i) the&ction would be a material change to the investment fund,;

(h) the i@*ﬂent fund implements any of the following:

%?‘ in the case of a non-redeemable investment fund, a restructuring
into a mutugl,fumd;

QS) (i) in the case of a mutual fund, a restructuring into a non-redeemable
inv, nt fund,;

\% (i)  arestructuring into an issuer that is not an investment fund.
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(2)  Aninvestment fund must not bear any of the costs or expenses associated with a
restructuring referred to in paragraph (1)(h).

Decision 2001-C-0209, 5.1; M.O. 2004-02, s. 7; M.O. 2005-06, s. 2; M.O. 2006-03, s. 4;
M.O. 2014-04, s. 24.

5.2.  Approval of Securityholders yi{)

investment fund, the laws applicable to the investment fund or an applicabl eement,
the approval of the securityholders of the investment fund to a matter red to in
subsection 5.1(1) must be given by a resolution passed by at least g\ majority of the
votes cast at a meeting of the securityholders of the investment f ly called and
held to consider the matter. 0}

(1) Unless a greater majority is required by the constating documegésq}the

(2) Despite subsection (1), the holders of securities of a or series of a class of
securities of an investment fund must vote separately as a s or series of a class on
a matter referred to in subsection 5.1(1) if that class les of a class is affected by
the action referred to in subsection 5.1(1) in a mawner different from holders of
securities of other classes or series of a class. y\

3) Despite subsection 5.1(1) and subse(&ions (1) and (2), if the constating
documents of the investment fund so prgNidgs the holders of securities of a class or
series of a class of securities of an inyastrient fund must not be entitled to vote on a
matter referred to in subsection 5.1 hey, as holders of the class or series of a
class, are not affected by the actio red to in subsection 5.1(1).

Decision 2001-C-0209, 5.2; 14-04, s. 24.
5.3. Circumstances@ich Approval of Securityholders Not Required

(2) Despite su n 5.1(1), the approval of securityholders of an investment fund
is not required t tained for a change referred to in paragraphs 5.1(1)(a) and (a.1)

(a) (<If<
%S) 0] the investment fund is at arm’s length to the person charging the
fe@ ense to the investment fund referred to in paragraphs 5.1(1)(a) and (a.1);

\% (i) the prospectus of the investment 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

the change that is to be made that could result in an increase in charges to the
investment fund; and
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(i)  the notice referred to in subparagraph (ii) is actually sent at
least 60 days before the effective date of the change; or

(b) if, in the case of a mutual fund,

(1) the mutual fund is permitted by this Regulation to be described as,a

“no-load” fund; @

(i) the prospectus of the mutual fund discloses that securityh Icf&s will
be sent a written notice at least 60 days before the effective date of a cha rat is to
be made that could result in an increase in charges to the mutual fund; an

(i) the notice referred to in subparagraph (i) is a@f}/ sent at least
60 days before the effective date of the change. 0

(2) Despite subsection 5.1(1), the approval of securityhol of an investment fund
is not required to be obtained for a change referred to in raph 5.1(1)(f) if either of
the following paragraphs apply: 6

(@) all of the following apply: Q&

(1) the independent review g&mmlttee of the investment fund has
approved the change under subsectio %2(2) of Regulation 81-107 respecting
Independent Review Committee for IanL t Funds (chapter V-1.1, r. 43);

(i) the invest%& Is being reorganized with, or its assets are

being transferred to, anoth estment fund to which this Regulation and
Regulation 81-107 respectin pendent Review Committee for Investment Funds
apply and that is mana Q the manager, or an affiliate of the manager, of the
investment fund, %

(i) @reorganlzation or transfer of assets of the investment fund
complies with t ria in paragraphs 5.6(1)(a), (b), (c), (d), (), (h), (i), (j) and (k);
p paragrap

(<|$) the prospectus of the investment fund discloses that, although the
approval securityholders may not be obtained before making the change,
secur] ers will be sent a written notice at least 60 days before the effective date of

\% (V) the notice referred to in subparagraph (iv) to securityholders is sent
at least 60 days before the effective date of the change;

(b)  all of the following apply:

0] the investment fund is a non-redeemable investment fund that is
being reorganized with, or its assets are being transferred to, a mutual fund that is
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(A) a mutual fund to which this Regulation and
Regulation 81-107 respecting Independent Review Committee for Investment Funds

apply;

(B) managed by the manager, or an affiliate of the manager, pf
the investment fund; yé)b

(C)  notin default of any requirement of securities Iegisl/{ti(()}/and

N
(D) areporting issuer in the local jurisdiction and the\%uual fund
has a current prospectus in the local jurisdiction; \\

(i) the transaction is a tax-deferred transaction %§;ubsection 85(1)

of the ITA; %

(i)  the securities of the investment fund doXMot give securityholders of
the investment fund the right to request that the investg@fund redeem the securities;

(iv)  since its inception, there ha.% een no market through which
securityholders of the investment fund could se}l.\)%: rities of the investment fund;

(v) every prospectus of tlye{)yestment fund discloses that

(A) securltyh of the investment fund, other than the
manager, promoter or an affili the manager or promoter, will cease to be
securityholders of the investme within 30 months following the completion of the
initial public offering by the i ent fund; and

(B) investment fund will, within 30 months following the
completion of the n%l public offering of the investment fund, undertake a
reorganization wit transfer its assets to, a mutual fund that is managed by the
manager of the j ment fund or by an affiliate of the manager of the investment fund,;

g the mutual fund bears none of the costs and expenses associated
with the t@RsAction;

(vii)  the reorganization or transfer of assets of the investment fund
Iles with subparagraphs 5.3(2)(a)(i), (iv) and (v) and paragraphs 5.6(1)(d) and (k).

DeCISlon 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; M.O. 2014-04, s. 24.

5.3.1. Change of Auditor of an Investment Fund

The auditor of an investment fund must not be changed unless
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(@) the independent review committee of the investment fund has approved
the change of auditor under subsection 5.2(2) of Regulation 81-107 respecting
Independent Review Committee for Investment Funds (chapter V-1.1, r. 43);

approval of securityholders will not be obtained before making the cha
securityholders will be sent a written notice at least 60 days before the effective %
the change; and

(b) the prospectus of the investment fund discloses that, although tEe

(c) the notice referred to in paragraph (b) to securityholders |S@[ 60 days
before the effective date of the change.

M.O. 2006-03, s. 6; M.O. 2012-06, s. 38; M.O. 2014-04, s. 25. ?j

5.4. Formalities Concerning Meetings of Securltyholde

(1) A meeting of securityholders of an investment f }ed to consider any matter
referred to in subsection 5.1(1) must be called on t n notice sent at least 21 days

before the date of the meeting.

(2) The notice referred to in subsection (1ﬂnust contain or be accompanied by a
statement that includes % )

(@) adescription of the cha
into and, if the matter is one refer,
the change would have had o
had the change been in force&

year; Q

(b)  the dat o%he proposed implementation of the change or transaction; and

Of transaction proposed to be made or entered
in paragraphs 5.1(1)(a) or (a.l1), the effect that
anagement expense ratio of the investment fund
ghout the investments fund’s last completed financial

(c) all r information and documents necessary to comply with the
applicable pr icitation requirements of securities legislation for the meeting.

Decision @(—C-OZOQ, 5.4; M.O. 2012-06, s. 15; M.O. 2014-04, s. 26.
SSQQ proval of Securities Regulatory Authority

@ The approval of the regulator, except in Québec, or the securities regulatory
authority is required before

(@ the manager of an investment fund is changed, unless the new manager
is an affiliate of the current manager,

a.1l) achange of control of the manager of an investment fund occurs;
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(b) a reorganization or transfer of assets of an investment fund is
implemented, if the transaction will result in the securityholders of the investment fund
becoming securityholders in another issuer;

has been or will be, in connection with the proposed change, a change of the

(c) a change of the custodian of an investment fund is implemented, if the;e
referred to in paragraph (a); or (\/Q

(d) an investment fund suspends, other than under section 10.6,%\ri'ghts of
securityholders to request that the investment fund redeem their securitiesy\

(2) (paragraph revoked). Q:\

(3) Despite subsection (1), in Ontario only the regulator@ grant an approval
referred to in subsection (1). ?\

Decision 2001-C-0209, 5.5; M.O. 2008-06, s. 13; M.O@-M, s. 27.

5.6. Pre-Approved Reorganizations and Tranq@s

Q) Despite subsection 5.5(1), the approval alhe regulator, except in Québec, or the
securities regulatory authority is not requj ® implement a transaction referred to in

paragraph 5.5(1)(b) if all of the foIIowinQE raphs apply:

(@) the investment fun ing reorganized with, or its assets are being
transferred to, another investm d to which this Regulation applies and that

0] is ma '§d by the manager, or an affiliate of the manager, of the
investment fund, %

(i) asonable person would consider to have substantially similar
fundamental in @ent objectives, valuation procedures and fee structure as the
investment fu&

()Qﬁii) is not in default of any requirement of securities legislation; and
O (iv)  is a reporting issuer in the local jurisdiction and, if it is a mutual
f r& also has a current prospectus in the local jurisdiction;
\ (b) the transaction is a *“qualifying exchange” within the meaning of
section 132.2 of the ITA or is a tax-deferred transaction under subsection 85(1), 85.1(1),

86(1) or 87(1) of the ITA,

(c) the transaction contemplates the wind-up of the investment fund as soon
as reasonably possible following the transaction;
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(d) the portfolio assets of the investment fund to be acquired by the other
investment fund as part of the transaction

0] may be acquired by the other investment fund in compliance with
this Regulation; and (0

(i) are acceptable to the portfolio adviser of the other investme, Qg}d
and consistent with the other investment fund’s fundamental investment objec 'veé\/
A\

(e) the transaction is approved y\%

0] by the securityholders of the investment fund @cordance with
paragraph 5.1(1)(f), unless subsection 5.3(2) applies; and 8\

(i) if required, by the securityholders of th@er investment fund in
accordance with paragraph 5.1(1)(9);

() the materials sent to securityholders of ths investment fund in connection
with the approval under paragraph 5.1(1)(f) includey\

(1) a circular that, in addition &other requirements prescribed by law,
describes the proposed transaction, the i ent fund into which the investment fund
will be reorganized, the income tax congileMtions for the investment funds participating
in the transaction and their securityh&, and, if the investment fund is a corporation
and the transaction involves its sh ders becoming securityholders of an investment
fund that is established as a description of the material differences between
being a shareholder of a corp\ pn and being a securityholder of a trust;

(i) if t:ﬁer investment fund is a mutual fund, the most recently filed
fund facts document other investment fund; and

(ii 0 statement that securityholders may, in respect of the reorganized
investment fugt))

CR (A)  obtain all of the following documents at no cost by contacting

the r %a. Ized investment fund at an address or telephone number specified in the

Sta%é t:

\§ () if the reorganized investment fund is a mutual fund,
t

€ current prospectus;

(I the most recently filed annual information form, if one
has been filed;
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(1 as applicable, the most recently filed fund facts
document;

(IV) the most recently filed annual financial statements
and interim financial reports;

(V) the most recently filed annual and intqé@
management reports of fund performance; or (\/Q

(B) access those documents at a website addressé)ﬁgciﬁed in

the statement; y\

() the investment fund has complied with Part 11 o lation 81-106
respecting Investment Fund Continuous Disclosure (chapter V-1. 2) in connection
with the making of the decision to proceed with the transaction board of directors

of the manager of the investment fund or of the investment fu

(h)  the investment funds participating in the t ctlon bear none of the costs
and expenses associated with the transaction; b‘

0] if the investment fund is a mutu securityholders of the investment
fund continue to have the right to redeem se |es of the investment fund up to the

close of business on the business day |ately before the effective date of the
transaction; Q‘
() if the investment fugQ4¥a non-redeemable investment fund, all of the

following apply:

0] the in %ent fund issues and files a news release that discloses
the transaction;

(i) ntyholders of the investment fund may redeem securities of the
investment fun date that is after the date of the news release referred to in
subparagrap d before the effective date of the transaction;

Qﬁii) the securities submitted for redemption in accordance with
subpa&gph (ii) are redeemed at a price equal to their net asset value per security on

theQ ption date;

% (k) the consideration offered to securityholders of the investment fund for the
ansactlon has a value that is equal to the net asset value of the investment fund
calculated on the date of the transaction.

(1.1) Despite subsection 5.5(1), the approval of the regulator, except in Québec, or the

securities regulatory authority is not required to implement a transaction referred to in
paragraph 5.5(1)(b) if all the conditions in paragraph 5.3(2)(b) are satisfied and the
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independent review committee of the mutual fund involved in the transaction has
approved the transaction in accordance with subsection 5.2(2) of Regulation 81-107
respecting Independent Review Committee for Investment Funds (chapter V-1.1, r. 43).

(2) An investment fund that has continued after a transaction described in
paragraph 5.5(1)(b) must, if the audit report accompanying its audited financial
statements for its first completed financial year after the transaction contains a modi{g
opinion in respect of the value of the portfolio assets acquired by the investment n
the transaction, send a copy of those financial statements to each person that Was a
securityholder of an investment fund that was terminated as a result of th saction
and that is not a securityholder of the investment fund. &

Decision 2001-C-0209, 5.6; M.O. 2005-06, ss. 3 and 11; M.O. ZO@, s. 13; M.O.
2010-14, s. 3; M.O. 2012-06, s. 16; M.O. 2013-17, s. 2;@ 2013-24, s. 2;

M.O. 2014-04, s. 28. s

5.7. Applications §

(1)  An application for an approval required underée:&ion 5.5 must contain,
@) if the application is required by pa&@%h 5.5(1)(a) or (a.1),

0] details of the proposeg{;hnsaction,

(i) details of the pr@ﬁd new manager or the person proposing to
acquire control of the manager, %

(i) as appligaé@%h

e names, residence addresses and birthdates of

(A) proposed new partners, directors or officers of the
manager, %
Q§) all partners, directors or officers of the person proposing to
acquire contrréame manager,

Q)% (C) any proposed new individual trustee of the investment fund,
and OQ
Q (D) any new directors or officers of the investment fund,

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

(v) sufficient information to establish the integrity and experience of the
persons referred to in subparagraphs (ii) and (iii), and
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(vi)  details of how the proposed transaction will affect the management
and administration of the investment fund;

(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 the investment fund and,|# the
other issuer is an investment fund, the other issuer for each of the previous %&aﬁs;

(i) a description of the differences between, as pplicable, the

fundamental investment objectives, investment strategies, valuation dures and fee
structure of the investment fund and the other issuer and any oth terial differences
between the investment fund and the other issuer; and s

(iv)  a description of those elements of thegroposed transaction that
make section 5.6 inapplicable; &

(c) if the application is required by para »ph 5.5(1)(c), sufficient information
to establish that the proposed custodial arrang tS will be in compliance with Part 6;

(d) if the application relates tqja}natter that would constitute a material
change for the investment fund, a draft dment to the prospectus and, if applicable,
to the fund facts document of the inv@ht fund reflecting the change; and
(e) if the matter is %[hat requires the approval of securityholders,

confirmation that the approva\ been obtained or will be obtained before the change
is implemented.

(2) An investmer@ at applies for an approval under paragraph 5.5(1)(d) must

@) m @mt application to the regulator, except in Québec, or the securities
regulatory au in the jurisdiction in which the head office or registered office of the
n

investmen% is situated; and

() concurrently file a copy of the application so made with the securities
re authority or the regulator in the local jurisdiction if the head office or
g tered office of the investment fund is not situated in the local jurisdiction.

) Aninvestment fund that has complied with subsection (2) in the local jurisdiction

may suspend the right of securityholders to request that the investment fund redeem
their securities if
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(@) the regulator, except in Québec, or the securities regulatory authority in
the jurisdiction in which the head office or registered office of the investment fund is
situated has granted approval to the application made under paragraph (2)(a); and

(b)  the securities regulatory authority or regulator in the local jurisdiction has
not notified the investment fund, by the close of business on the business d
immediately following the day on which the copy of the application referred t
paragraph (2)(b) was received, either that (\/Q

(1) the securities regulatory authority or regulator has reflisfé)&ta grant
approval to the application, or y\

(i) this subsection may not be relied upon by the@\e&tment fund in
the local jurisdiction.

Decision 2001-C-0209, 5.7, M.O. 2005-06, s. 4; M.O. ZOOE@S. 13; M.O. 2010-14,
s. 4; M.O. 2012-06, s. 38; M.O. 2014-04, s. 29.

5.8. Matters Requiring Notice &

(1) A person must not continue to act as m@% of an investment fund following a
direct or indirect change of control of the person less

(@) notice of the change ofqé%l was given to all securityholders of the

investment fund at least 60 days bef change; and
(b)  the notice referre paragraph (a) contains the information that would
be required by law to be pr, to securityholders if securityholder approval of the

change were required to be ined.

(2) A mutual fund not terminate unless notice of the termination is given to all
securityholders of tual fund at least 60 days before termination.

3) The VT@'&F of a mutual fund that has terminated must give notice of the
terminatior@ he securities regulatory authority within 30 days of the termination.

A}
Decis‘QZdbl-c-ozog, 5.8; M.O. 2008-06, s. 13; M.O. 2014-04, s. 30.
%8&. Termination of a Non-Redeemable Investment Fund

) A non-redeemable investment fund must not terminate unless the investment
fund first issues and files a news release that discloses the termination.

(2) A non-redeemable investment fund must not terminate earlier than 15 days or
later than 90 days after the filing of the news release under subsection (1).
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(3)  Subsections (1) and (2) do not apply in respect of a transaction referred to in
paragraph 5.1(1)(f).

M.O. 2014-04, s. 31.
5.9. Relief from Certain Regulatory Requirements

(2) The investment fund conflict of interest investment restrictions ag@
investment fund conflict of interest reporting requirements do not apply to a tran
referred to in paragraph 5.5(1)(b) if the approval of the regulator, except |r&.§gebec or
the securities regulatory authority has been given to the transaction.

(2) The investment fund conflict of interest mvestment re ns and the
investment fund conflict of interest reporting requirements do n to a transaction
described in section 5.6.

Decision 2001-C-0209, 5.9; M.O. 2014-04, s. 32. XV

5.10. (Revoked) &
N

Decision 2001-C-0209, 5.10; M.O. 2005-06, s. 5\9

PART 6 CUSTODIANSHIP OF PORF@‘}O ASSETS

6.1. General Q/Q‘
(1) Except as provided in %s 6.8, 6.8.1 and 6.9, all portfolio assets of an

investment fund must be he er the custodianship of one custodian that satisfies
the requirements of sectiof®.2}

(2) Except as pro 'a%ln subsection 6.5(3) and sections 6.8, 6.8.1 and 6.9, portfolio
assets of an inves@fund must be held

Q%nada by the custodian or a sub-custodian of the investment fund; or

fund, ropriate to facilitate portfolio transactions of the investment fund outside

CaQ
? The custodian or a sub-custodian of an investment fund may appoint one or
ore sub-custodians to hold portfolio assets of the investment fund, if

(bg;%?utside Canada by the custodian or a sub-custodian of the investment

@) in the case of an appointment by the custodian, the investment fund
consents in writing to the appointment;
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(a.1) in the case of an appointment by a sub-custodian, the investment fund
and the custodian of the investment fund consent in writing to the appointment;

(b) the sub-custodian that is to be appointed is an entity described in
section 6.2 or 6.3, as applicable;

(c) the arrangements under which a sub-custodian is appointed are such ‘@
the investment fund may enforce rights directly, or require the custodian or
custodian to enforce rights on behalf of the investment fund, to the portfolio a et

by the appointed sub-custodian; and % )

(d) the appointment is otherwise in compliance with this Regu@io

(4) The written consent referred to in paragraphs (3)(a) and (a:
of a general consent, contained in the agreement governing t
the investment fund and the custodian, or the custodian an
appointment of entities that are part of an international netw
the organization of the appointed custodian or sub-cu@

y be in the form
lationship between
sub-custodian, to the
of sub-custodians within

(5) A custodian or sub-custodian must prowd the investment fund a list of all
entities that are appointed sub-custodians % a general consent referred to in
subsection (4). l/

(6) Despite any other provisions o ‘i.&art, the manager of an investment fund
must not act as custodian or sub-cus n of the investment fund.”

Decision 2001-C-0209, 6.1; M. & 06, s. 11; M.O. 2008-06, s. 13; M.O. 2012-06, s.
17; M.O. 2014-04, s. 33.

6.2. Entities Quahﬂep{)@&ct as Custodian or Sub-Custodian for Assets Held in
Canada

custodian or stodian must be one of the following:

1. bank listed in Schedule I, I or Il of the Bank Act
(S.C. , chapter 46);

Q 2. a trust company that is incorporated under the laws of Canada or a
tﬁ

If portfol'%g%sets are held in Canada by a custodian or sub-custodian, the

diction and licensed or registered under the laws of Canada or a jurisdiction, and
at has equity, as reported in its most recent audited financial statements, of not less
than $10,000,000;

3. a company that is incorporated under the laws of Canada or of a
jurisdiction, and that is an affiliate of a bank or trust company referred to in paragraph 1
or 2, if either of the following applies:
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(@) the company has equity, as reported in its most recent audited
financial statements that have been made public, of not less than $10,000,000;

(b)  the bank or trust company has assumed responsibility for all of the
custodial obligations of the company for that investment fund.

Decision 2001-C-0209, 6.2; M.O. 2004-02, s. 8; M.O. 2013-24, s. 3; M.O. 29@,

Ss. 34. & A

6.3. Entities Qualified to Act as Sub-Custodian for Assets Held out 'g@Canada

If portfolio assets are held outside of Canada by a sub-o@?&dian, the sub-

custodian must be one of the following: 0?\

1. an entity referred to in section 6.2; X?‘

2. an entity that &O

(@) is incorporated or organizedN@der the laws of a country, or a
political subdivision of a country, other than Ca@;

(b) is regulated as a bgﬁ;@ institution or trust company by the
government, or an agency of the gove , of the country under the laws of which it
is incorporated or organized, or a pol@gubdivision of that country; and

statements, of not less than ivalent of $100,000,000;

(c) has equitg%g reported in its most recent audited financial

3. an affiliat én entity referred to in paragraph 1 or 2 if either of the
following applies: (z.()

(a 01e affiliate has equity, as reported in its most recent audited
financial stat s that have been made public, of not less than the equivalent of
$100,000,%8;

QS) (b)  the entity referred to in paragraph 1 or 2 has assumed responsibility
forq® he custodial obligations of the affiliate for that investment fund.
AN

Reision 2001-C-0209, 6.3; M.0. 2013-24, 5. 3; M.0. 2014-04, 5. 34.
6.4. Contents of Custodian and Sub-Custodian Agreements

(1)  All custodian agreements and sub-custodian agreements of an investment fund
must provide for
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(@) the location of portfolio assets;

(b)  any appointment of a sub-custodian;

(c) requirements concerning lists of sub-custodians;

(d)  the method of holding portfolio assets; @
(e) the standard of care and responsibility for loss; and (\/Q

&\

() requirements concerning review and compliance reports. y\

(2) A sub-custodian agreement concerning the portfolio assets of @ajnvestment fund
must provide for the safekeeping of portfolio assets on term sistent with the
custodian agreement of the investment fund. s

(2.1) An agreement referred to under subsections (1) an}b 2) must comply with the
requirements of this Part. &

(3) A custodian agreement or sub-custodian &&@ement concerning the portfolio
assets of an investment fund must not (19

@) provide for the creation of aeﬁbecurity interest on the portfolio assets of
the investment fund except for a good @1{ aim for payment of the fees and expenses
of the custodian or a sub-custodi acting in that capacity or to secure the
obligations of the investment fund ay borrowings by the investment fund from the
custodian or a sub-custodian f% urpose of settling portfolio transactions; or

custodian or a sub-cu for the transfer of the beneficial ownership of portfolio
assets of the invest nd, other than for safekeeping and administrative services in
connection with acf s custodian or sub-custodian.

(b) contain a pé??t)n that would require the payment of a fee to the

pa
Decision 200)(2(0209, 6.4; M.O. 2014-04, s. 34.
6.5. Hc(djgﬁ of Portfolio Assets and Payment of Fees

(1) @ cept as provided in subsections (2) and (3) and sections 6.8, 6.8.1 and 6.9,
NYolio assets of an investment fund not registered in the name of the investment fund
\%St be registered in the name of the custodian or a sub-custodian of the investment
fund, or any of their respective nominees, with an account number or other designation
in the records of the custodian sufficient to show that the beneficial ownership of the
portfolio assets is vested in the investment fund.
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(2) The custodian or a sub-custodian of an investment fund, or an applicable
nominee, must segregate portfolio assets issued in bearer form to show that the
beneficial ownership of the property is vested in the investment fund.

(3) The custodian or a sub-custodian of an investment fund may deposit portfolio
assets of the investment fund with a depository, or a clearing agency, that operates,a

book-based system. @

of portfolio assets of the investment fund with, and their delivery to, a d itory, or
clearing agency, that operates a book-based system must ensure that U% cords of
any of the applicable participants in that book-based system or of the ?gsto ilan contain

(4)  The custodian or a sub-custodian of an investment fund arranging for tEe deposit

an account number or other designation sufficient to show that the ial ownership
of the portfolio assets is vested in the investment fund. 0?\

(5)  Aninvestment fund must not pay a fee to the custodi sub-custodian of the
investment fund for the transfer of beneficial ownership portfolio assets of the
investment fund other than for safekeeping and admj @atlve services in connection
with acting as custodian or sub-custodian. b‘

Decision 2001-C-0209, 6.5; M.O. 2012-06, s. 1@@ . 2014-04, s. 34.

6.6. Standard of Care ({)/\

(1) The custodian and each sub&dian of an investment fund, in carrying out
their duties concerning the safel@ of, and dealing with, the portfolio assets of the

investment fund, must exercise

(@ the degree '}e, diligence and skill that a reasonably prudent person
would exercise in the ci tances; or

(b) atle same degree of care as they exercise with respect to their own
property of a sj ind, if this is a higher degree of care than the degree of care
referred to in Q aph (a).

2 A stment fund must not relieve the custodian or a sub-custodian of the
inves fund from liability to the investment fund or to a securityholder of the
inv, nt fund for loss that arises out of the failure of the custodian or sub-custodian
tég(ercise the standard of care imposed by subsection (1).

) Aninvestment fund may indemnify the custodian or a sub-custodian against legal
fees, judgments and amounts paid in settlement, actually and reasonably incurred by
that entity in connection with custodial or sub-custodial services provided by that entity

to the investment fund, if those fees, judgments and amounts were not incurred as a
result of a breach of the standard of care imposed by subsection (1).
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(4)  An investment fund must not incur the cost of any portion of liability insurance
that insures the custodian or a sub-custodian for a liability, except to the extent that the
custodian or sub-custodian may be indemnified for that liability under this section.

Decision 2001-C-0209, 6.6; M.0O. 2014-04, s. 35.
6.7. Review and Compliance Reports yi{)

(1)  The custodian of an investment fund must, on a periodic basis not less re((hbently
than annually, % \

(@) review the custodian agreement and all sub-custodian ag%:e}mnts of the
investment fund to determine if those agreements are in compliance Qh, his Part;

(b) make reasonable enquiries as to whether each suié todian satisfies the
applicable requirements of section 6.2 or 6.3; and ?\

(© make or cause to be made any changes @nay be necessary to ensure
that

0] the custodian and sub-c @n agreements are in compliance
with this Part; and l/

(i) all sub- custodlans f%e investment fund satisfy the applicable
requirements of section 6.2 or 6. 3

(2)  The custodian of an inv fund must, within 60 days after the end of each
financial year of the investm d, advise the investment fund in writing

(@) of the nanégd addresses of all sub-custodians of the investment fund;
(b)  whet e custodian and sub-custodian agreements are in compliance
with this Part; a

(c) xether, to the best of the knowledge and belief of the custodian, each
sub-custqdig¥ satisfies section 6.2 or 6.3, as applicable.

(3) Q copy of the report referred to in subsection (2) must be delivered by or on
If of the investment fund to the securities regulatory authority within 30 days after
filing of the annual financial statements of the investment fund.

Decision 2001-C-0209, 6.7; M.O. 2014-04, s. 36.
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6.8. Custodial Provisions relating to Derivatives and Securities Lending,
Repurchase and Reverse Repurchase Agreements

(1) An investment fund may deposit portfolio assets as margin for transactions in
Canada involving clearing corporation options, options on futures or standardizgd
futures with a dealer that is a member of an SRO that is a participating member of qi[—)
if the amount of margin deposited does not, when aggregated with the am/;a@ f
margin already held by the dealer on behalf of the investment fund, exceed 10% Pt the
net asset value of the investment funds as at the time of deposit. \

(2)  An investment fund may deposit portfolio assets with a deaLgK)as margin for
transactions outside Canada involving clearing corporation options,@l ns on futures
or standardized futures if 8\

(@) in the case of standardized futures and options@.ﬂures, the dealer is a
member of a futures exchange or, in the case of clearindy\corporation options, is a
member of a stock exchange, and, as a result in eithK@se, IS subject to a regulatory
audit;

financial statements that have been made c, in excess of the equivalent of

$50,000,000; and ‘{)’

(c) the amount of margin@sited does not, when aggregated with the
amount of margin already held by, ealer on behalf of the investment fund, exceed
10% of the net asset value of theNY€stment funds as at the time of deposit.

(3)  An investment fun@ﬁdeposit with its counterparty portfolio assets over which

(b)  the dealer has a net worth, dq@'}med from its most recent audited
pbli
A\

it has granted a securjgN\d¢hperest in connection with a particular specified derivatives
transaction.

subsection (1Y or (3) must require the person holding the portfolio assets to ensure
that its rec@ show that the investment fund is the beneficial owner of the portfolio

assets. ()

(5) Q investment fund may deliver portfolio assets to a person in satisfaction of its
tions under a securities lending, repurchase or reverse purchase agreement that
%wplies with this Regulation if the collateral, cash proceeds or purchased securities
that are delivered to the investment fund in connection with the transaction are held
under the custodianship of the custodian or a sub-custodian of the investment fund in
compliance with this Part.

(4) The ag&@ by which portfolio assets are deposited in accordance with

Decision 2001-C-0209, 6.8; M.O. 2005-06, s. 11; M.O. 2008-06, s. 7 and 13; M.O.
2012-06, s. 20; M.O. 2014-04, s. 37.
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6.8.1. Custodial Provisions relating to Short Sales

(2) Except where the borrowing agent is the investment fund’'s custodian or sub-
custodian, if an investment fund deposits portfolio assets with a borrowing agent as
security in connection with a short sale of securities, the market value of portfolio assets
deposited with the borrowing agent must not, when aggregated with the market valu <®
portfolio assets already held by the borrowing agent as security for outstandin @;}rt
sales of securities by the investment fund, exceed 10% of the net asset vajue {# the
investment fund at the time of deposit. ’{ S
N

(2)  An investment fund must not deposit portfolio assets as secuﬂ%in connection
with a short sale of securities with a dealer in Canada unless the d@a s a registered
dealer and is a member of IIROC. 8\

(3) An investment fund must not deposit portfolio asset@ecurity in connection
with a short sale of securities with a dealer outside of Canad% nless that dealer

@) is a member of a stock exchange and i&'s%bject to a regulatory audit; and

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

\
M.O. 2012-06, s. 21; M.O. 2014-04, s. @

6.9. Separate Account for Pa@ipenses

An investment fund rpqz{;(d posit cash in Canada with an entity referred to in
paragraph 1 or 2 of sectioQ. to facilitate the payment of regular operating expenses

of the investment fund. %Q/

Decision 2001-C-(@6.9; M.O. 2014-04, s. 38.

PART 7 Q&NTIVE FEES
7.1. In@%&e Fees

Q mutual fund must not pay, or enter into arrangements that would require it to

Xand securities of a mutual fund must not be sold on the basis that an investor

{%‘uld be required to pay, a fee that is determined by the performance of the mutual
fund, unless

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

0] reflects the market sectors in which the mutual fund invests
according to its fundamental investment objectives,
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(i) is available to persons other than the mutual fund and persons
providing services to it, and

(i) s atotal return benchmark or index;

(b)  the payment of the fee is based upon a comparison of the cumulatlve
return of the mutual fund against the cumulative total percentage increase or dq@
of the benchmark or index for the period that began immediately after the last peripd for
which the performance fee was paid; and %

(© the method of calculation of the fee and details of the cQposition of the
benchmark or index are described in the prospectus of the mutual fu

Decision 2001-C-0209, 7.1; M.O. 2008-06, s. 13; M.O. 2012@ 38; M.O. 2014-04,
s. 39.

7.2. Multiple Portfolio Advisers @
Section 7.1 applies to fees payable to a pg{r lio adviser of a mutual fund that
has more than one portfolio adviser, if the f 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 mu nd.

Decision 2001-C-0209, 7.2. %Q N

PART 8 CONTRACTUAL

8.1. Contractual Plans Q&

A person mu@sell securities of a mutual fund by way of a contractual plan
unless

(@) %&?ontractual plan was established, and its terms described in a
prospectusgthad was filed with the securities regulatory authority, before the date that
i came into force;

this Re
@); there have been no changes made to the contractual plan or the rights of
%’ityholders under the contractual plan since the date that this Regulation came into

C
ée; and

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

Decision 2001-C-0209, 8.1; M.O. 2005-06, s. 11; M.O. 2012-06, s. 38; M.O. 2014-04,
S. 40.
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PART 9 SALE OF SECURITIES OF AN INVESTMENT FUND

Decision 2001-C-0209, Part 9; M.O. 2014-04, s. 41.
9.0.1. Application

This Part, other than subsection 9.3(2), does not apply to an exchange d
mutual fund that is not in continuous distribution.

M.O. 2012-06, s. 22; M.O. 2014-04, s. 42. y\%

Ky

9.1. Transmission and Receipt of Purchase Orders Q~
(0.1) This section does not apply to an exchange-traded muty Es
(2) Each purchase order for securities of a mutual fundZ&ceived by a participating
dealer at a location that is not its principal office must, e day the order is received,
be sent by same day or next day courier, same day,or Next day priority post, telephone
or electronic means, without charge to the perso cing the order or to the mutual
fund, to the principal office of the participating er or to a person providing services
to the participating dealer.

(2) Each purchase order for securi (l?a mutual fund received by a participating
dealer at its principal office, a person @dlng services to the participating dealer, or by
the principal distributor of the mut %d at a location that is not an order receipt office
of the mutual fund must, on th e order is received, be sent by same day or next
day courier, same day or n x& priority post, telephone or electronic means, without
charge to the person plac order or to the mutual fund, to an order receipt office of
the mutual fund. g

3) Despite suhs® Nons (1) and (2), a purchase order for securities of a mutual fund

received at a logaSio) referred to in those subsections after normal business hours on a

business day@n a day that is not a business day, may be sent, in the manner and to
d

the place r% by those subsections, on the next business day.
4) Q&Iticipating dealer, a principal distributor or a person providing services to the

pa§' ing dealer or principal distributor, that sends purchase orders electronically
a

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

(b) despite subsections (1) and (2), send electronically on the next business
day a purchase order received after the time specified under paragraph (a).
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(5) A mutual fund is deemed to have received a purchase order for securities of the
mutual fund when the order is received at an order receipt 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 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
considered to be received by the mutual fund on the next business day foIIowmg
day of actual receipt. (\/Q

(7) A principal distributor or participating dealer must ensure that a c@\m‘ each
purchase order received in a jurisdiction is sent, by the time it is sent to th er receipt
office of the mutual fund under subsection (2), to a person resgkn& le for the
supervision of trades made on behalf of clients for the prin@aj distributor or

participating dealer in the jurisdiction. 8\

Decision 2001-C-0209, 9.1, M.O. 2004-02, s. 9; M.O. 200@5. 13; M.O. 2012-06,
S. 23; M.O. 2014-04, s. 43.

9.2. Acceptance of Purchase Orders &

A mutual fund may reject a purchase o \r the purchase of securities of the
mutual fund if

(@) the rejection of the order, %de no later than one business day after
receipt by the mutual fund of the orde%q v

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

(c) the prosp@ f the mutual fund states that the right to reject a purchase
order for securities mutual fund is reserved and reflects the requirements of
paragraphs (a) an

P
Decision 200 09, 9.2; M.O. 2012-06, s. 38.

9.3. Is@%’rice of Securities

(1) 0 e issue price of a security of a mutual fund to which a purchase order pertains
be the net asset value per security of that class, or series of a class, next
%ermlned after the receipt by the mutual fund of the order.

(2) The issue price of a security of an exchange-traded mutual fund that is not in
continuous distribution, or of a non-redeemable investment fund, must not,
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(@) as far as reasonably practicable, be a price that causes dilution of the net
asset value of other outstanding securities of the investment fund at the time the
security is issued; and

(b) be a price that is less than the most recent net asset value per security of
that class, or series of a class, calculated prior to the pricing of the offering. (0

>

9.4. Delivery of Funds and Settlement é& \

Decision 2001-C-0209, 9.3; M.O. 2014-04, s. 44.

(1) A principal distributor, a participating dealer or a person providin%s'e\vices to the
principal distributor or participating dealer must forward any cash or: rities received
for payment of the issue price of securities of a mutual fund to a r receipt office of

the mutual fund so that the cash or securities arrive at the ord eipt office as soon
as practicable and in any event no later than the third bust day after the pricing
date.

(2) Payment of the issue price of securities of uaI fund must be made to the
mutual fund on or before the third business day a he pricing date for the securities
by using any or a combination of the following s of payment:

@) by paying cash in a currency{a)mhlch the net asset value per security of
the mutual fund is calculated,

(b) by making good de @f securities if

(1) the mut
purchase those securities Q

d would at the time of payment be permitted to

(i) curltles are acceptable to the portfolio adviser of the mutual
fund and consiste% the mutual fund’s investment objectives, and

?\8‘ the value of the securities is at least equal to the issue price of the
securities @, the mutual fund for which they are payment, valued as if the securities
were por assets of the mutual fund

(3)Q&agraph revoked).

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

(b) the amount of the redemption proceeds derived from the redemption must
be applied to reduce the amount owing to the mutual fund on the purchase of the
securities and any banking costs incurred by the mutual fund in connection with tzeD

dishonoured cheque. y\

(5) If the amount of the redemption proceeds referred to in subsection (4 e‘%eeds
the aggregate of issue price of the securities and any banking costs inc *by the
mutual fund in connection with the dishonoured cheque, the difference belong to
the mutual fund. \\

(6) If the amount of the redemption proceeds referred to in ction (4) is less
than the issue price of the securities and any banking costs in@ by the mutual fund
in connection with the dishonoured cheque, XV

(a) if the mutual fund has a principal distrib%& he principal distributor must
pay, immediately upon notification by the mutual fun%,‘ the mutual fund the amount of

the deficiency; or Q\

(b) if the mutual fund does not have(k' principal distributor, the participating
dealer that delivered the relevant pur s order to the mutual fund must pay
immediately, upon notification by the n@ und, to the mutual fund the amount of the
deficiency. %

Decision 2001-C-0209, 9.4; M, 4-02, s. 10; M.O. 2008-06, s. 13; M.O. 2008-13,
S. 7; M.O. 2012-06, s. 24, M.& 4-04, s. 81.

PART 9.1 WARRAN@%\ID SPECIFIED DERIVATIVES

M.O. 2014-04, s. @

9.1.1. Issua Warrants or Specified Derivatives

A %stment fund must not
Q@ issue a conventional warrant or right; or

\ (b) enter into a position in a specified derivative the underlying interest of
which is a security of the investment fund.

M.O. 2014-04, s. 45.
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PART 10 REDEMPTION OF SECURITIES OF AN INVESTMENT FUND

Decision 2001-C-0209, Part 10; M.O. 2014-04, s. 46.
10.1. Requirements for Redemptions ({)
(1)  Aninvestment fund must not pay redemption proceeds unless (\/Q'\

(@) if the security of the investment fund to be redeemed is repr ted by a
certificate, the investment fund has received the certificate or appropriate § nities in
connection with a lost certificate; and \\

&

(b)  either 0
0] the investment fund has received a writ@édemption order, duly

completed and executed by or on behalf of the securityholdé) r

(i) the investment fund permits th ’§?a ing of redemption orders by
telephone or electronic means by, or on behalf of,y%%ecurityholder who has made prior
arrangements with the investment fund in that r, and the relevant redemption order
is made in compliance with those arrangements.

f\,«
(2) An investment fund may est I&/ reasonable requirements applicable to
securityholders who wish to have th tment fund redeem securities, not contrary to
this Regulation, as to procedures ollowed and documents to be delivered by the
following times: §

€)) in the case xutual fund, other than an exchange-traded mutual fund
that is not in continuou {bution, by the time of delivery of a redemption order to an
order receipt office @utual fund;

(@.l1) in

distribution o

redemptio
K

by the time of payment of redemption proceeds.

ase of an exchange-traded mutual fund that is not in continuous
non-redeemable investment fund, by the time of delivery of a
r

ement outlining the requirements referred to in subsection (1) and established by the

(SZQ The manager shall provide to securityholders of a mutual fund at least annually a
utual fund under subsection (2), and containing

(a) detailed reference to all documentation required for redemption of securities
of the mutual fund;
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(b) detailed instructions on the manner in which documentation is to be delivered
to participating dealers or the mutual fund;

(c) a description of all other procedural or communication requirements; and

(d) an explanation of the consequences of failing to meet timing requirements. (0

(4) The statement rﬁ (pd to in subsection (3) is not required to be separately

provided, in any yeargi requirements are described in any document that is sent to
all securityholders j t year.

pa
Decision 2003(2@209, 10.1; M.O. 2005-06, ss. 6 and 11; M.O. 2014-04, s. 47.
10.2. Tr@ﬁission and Receipt of Redemption Orders
(O. )0 Is section does not apply to an exchange-traded mutual fund.

@ Each redemption order for securities of a mutual fund received by a participating

ealer at a location that is not its principal office must, 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 electronic means, without charge to the relevant securityholder or to the mutual fund,
to the principal office of the participating dealer or a person providing services to the
participating dealer.
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(2) Each redemption order for securities of a mutual fund received by a participating
dealer at its principal office, by the principal distributor of the mutual fund at a location
that is not an order receipt office of the mutual fund, or a person providing services to
the participating dealer or principal distributor must, 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
electronic means, without charge to the relevant securityholder or to the mutual fund, jo
an order receipt office of the mutual fund. y\

(3) Despite subsections (1) and (2), a redemption order for securities of aq}utual
fund received at a location referred to in those subsections after normal buﬁgs hours
on a business day, or on a day that is not a business day, may be sent R manner
and to the place required by those subsections, on the next business dax

participating dealer or principal distributor, that sends redem rders electronically

may XV

(@) specify a time on a business day by w (@ redemption order must be
received in order that it be sent electronically on that& \ness day; and

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

(4) A participating dealer, a principal distributor, or a person pr; g services to the

(5) A mutual fund is deemed to ha QCelved a redemption order for securities of
the mutual fund when the orderis r % at an order receipt office of the mutual fund
or all requirements of the mutu &established under paragraph 10.1(2)(a) have
been satisfied, whichever is Iat

(6) If a mutual fun ermines that its requirements established under
paragraph 10.1(2)(a) got been satisfied, the mutual fund must notify the
securityholder makin redemption order, by the close of business on the business
day after the date delivery to the mutual fund of the incomplete redemption order,
that its require established under paragraph 10.1(2)(a) have not been satisfied
and must spe ocedures still to be followed or the documents still to be delivered by

er.

that secun@
(7) %p)lte subsection (5), a mutual fund may provide that orders for the redemption
ies that are received at an order receipt office of the mutual fund after a
jfied time on a business day, or on a day that is not a business day, will be
%adered to be received by the mutual fund on the next business day following the
ay of actual receipt.

Decision 2001-C-0209, 10.2; M.O. 2004-02, s. 11; M.O. 2008-06, s. 13; M.O. 2012-06,
S. 25; M.O. 2014-04, s. 48.
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10.3. Redemption Price of Securities

(1)  The redemption price of a security of a mutual fund to which a redemption order
pertains must be the net asset value per security of that class, or series of a class, next
determined after the receipt by the mutual fund of the order.

(2) Despite subsection (1), the redemption price of a security of an exchange- tr
mutual fund that is not in continuous distribution may be a price that is less thané@n
asset value of the security and that is determined on a date specified in the

traded mutual fund’s prospectus or annual information form. %

3) Despite subsection (1), the redemption price of a security of an nge -traded
mutual fund that is in continuous distribution may, if a securityhol deems fewer
than the manager-prescribed number of units, be a price that i |s ted by reference
to the closing price of the security on the stock exchange on W e security is listed
and posted for trading, next determined after the receipt byt change-traded mutual
fund of the redemption order.

(4)  The redemption price of a security of a nong r’%eemable investment fund must
not be a price that is more than the net asset vq\ of the security determined on a
redemption date specified in the prospect annual information form of the
investment fund. (\/

Decision 2001-C-0209, 10.3; M.O. 201 (16 26; M.O. 2014-04, s. 49.

10.4. Payment of Redemption R ds

(1)  Subject to subsectiq%\%ﬂ.l(l) and to compliance with any requirements
established by the mutual nder paragraph 10.1(2)(b), a mutual fund must pay the
redemption proceeds fo% rities that are the subject of a redemption order

(@  withi @usiness days after the date of calculation of the net asset value
per security us Q\ stablishing the redemption price; or

(b) %ayment of the redemption proceeds was not made at the time referred
to in pargQr (a) because a requirement established under paragraph 10.1(2)(b) or a
requir of subsection 10.1(1) had not been satisfied, within 3 business days of

Q 0] 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).

(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
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redemption order no later than 15 business days after the valuation date on which the
redemption price was established.

(1.2) A non-redeemable investment fund must pay the redemption proceeds for
securities that are the subject of a redemption order no later than 15 business days after
the valuation date on which the redemption price was established. (0
(2)  The redemption proceeds for a redeemed security, less any applicable i '})r
fees, must be paid to or to the order of the securityholder of the security.

N

(3)  An investment fund must pay the redemption proceeds for a redes@i security
by using any or a combination of the following methods of payment: \\

(@) by paying cash in the currency in which the net ass% e per security of
the redeemed security was calculated; s

(b)  with the prior written consent of the securit h(?%? for a redemption other
than an exchange of a manager-prescribed number of , by making good delivery to
the securityholder of portfolio assets, the value of w ié#sis equal to the amount at which
those portfolio assets were valued in calculating ths\ t asset value per security used to
establish the redemption price. (19

(4)  (paragraph revoked). ({)/\

(5) If the redemption proceeds f%g Tedeemed security are paid in currency, an
investment fund is deemed to hav e payment

(@ when the inve ‘@ fund, its manager or principal distributor mails a
cheque or transmits funds iQh required amount to or to the order of the securityholder
of the securities; or Q/

(b) if th(@rityholder has requested that redemption proceeds be delivered
in a currency Qg an that permitted in subsection (3), when the investment fund
delivers the ?d ption proceeds to the manager or principal distributor of the
investmen for conversion into that currency and delivery forthwith to the
securityhé&

9.

De&i 2001-C-0209, 10.4; M.O. 2008-13, s. 8; M.O. 2012-06, s. 27; M.O. 2014-04,

N\

5. Failure to Complete Redemption Order
(1) 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
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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 must

(@) 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 tengh
business day after the redemption, and accepted immediately before the clos %
business on the tenth business day after the redemption, an order for the purc?@ f
that number of securities; and

A -
(b)  apply the amount of the redemption proceeds to the paymem@the issue
price of the securities. \\

(2) If the amount of the issue price of the securities referred @sasubsection Q) is
less than the redemption proceeds, the difference must beIong% mutual fund.

3) If the amount of the issue price of the securities rég?ed to in subsection (1)
exceeds the redemption proceeds &

(a) if the mutual fund has a principal diqt@&tor, the principal distributor must
pay immediately to the mutual fund the amount deficiency;

(b) if the mutual fund does notaﬁﬁxa principal distributor, the participating
dealer that delivered the relevant reggmption order to the mutual fund must pay
immediately to the mutual fund the a of the deficiency; or

(c) if the mutual fund o principal distributor and no dealer delivered the
relevant redemption order to utual fund, the manager of the mutual fund must pay
immediately to the mutual fQ he amount of the deficiency.

Decision 2001-C-02$%.%; M.O. 2008-06, s. 13; M.O. 2014-04, s. 81.

10.6. Suspens) Redemptions

Q) Ani gment fund may suspend the right of securityholders to request that the
investme d redeem its securities for the whole or any part of a period during which
either following occurs:

res exchange within or outside Canada on which securities are listed and posted for
ttading, or on which specified derivatives are traded, if those securities or specified
derivatives represent more than 50% by value, or underlying market exposure, of the
total assets of the investment fund without allowance for liabilities and if those securities
or specified derivatives are not traded on any other exchange that represents a
reasonably practical alternative for the investment fund,;

§Q (@) normal trading is suspended on a stock exchange, options exchange or
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(b) in the case of a clone fund, the investment fund whose performance it
tracks has suspended redemptions.

(2)  An investment fund that has an obligation to pay the redemption proceeds for
securities that have been redeemed in accordance with subsection 10.4(1), (1.1) or
(1.2) may postpone payment during a period in which the right of securityholders jo
request redemption of their securities is suspended, whether that suspension was m
under subsection (1) or pursuant to an approval of the regulator, except in Qué % r
the securities regulatory authority. J;\/

(3) An investment fund must not accept a purchase order for Seqxhs of the
investment fund during a period in which it is exercising rights under su,%ec ion (1) or at
a time in which it is relying on an approval of the securities regQ.Lp y authority or
regulator contemplated by paragraph 5.5(1)(d).

Decision 2001-C-0209, 10.6; M.O. 2012-06, s. 28; M.O. 2014@. 51.
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PART 11 COMMINGLING OF CASH
11.1. Principal Distributors and Service Providers

(2) Cash received by a principal distributor of a mutual fund, by a person providing
services to the mutual fund or the principal distributor, or by a person providing serv.c%?
to a non-redeemable investment fund, for investment in, or on the redempj
securities of the investment fund, or on the distribution of assets of the invest

until disbursed as permitted by subsection (3), ’r{

(@) must be accounted for separately and be deposited in a%'\f account or
trust accounts established and maintained in accordance with tIQ.r, quirements of

section 11.3; and 0}

(b) may be commingled only with cash received b@principal distributor or
service provider for the sale or on the redemption of other in ment fund securities.

(2) Except as permitted by subsection (3), &’Qpnnmpal distributor, a person
providing services to the mutual fund or principgl Wistributor, or a person providing
services to the non-redeemable investment fu m st not use any of the cash referred
to in subsection (1) to finance its own or any ot%ivoperations in any way.

A\
3) The principal distributor or pers %viding services to an investment fund or
principal distributor may withdraw c&om a trust account referred to in paragraph
(2)(a) for any of the following purp

(@) remitting to the/ tment fund the amount or, if subsection (5) applies,
the net amount, to be inve the securities of the investment fund;

(b) remittin t%e relevant persons redemption or distribution proceeds being
paid on behalf of t@estment fund,

(© ? fees, charges and expenses that are payable by an investor in
connectio the purchase, conversion, holding, transfer or redemption of securities
of the in ent fund.

(4) Q interest earned on cash held in a trust account referred to in paragraph (1)(a)
be paid to securityholders or to each of the investment funds to which the trust
\%ount pertains, pro rata based on cash flow,

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

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

Decision 2001-C-0209, 11.1; M.O. 2008-06, s. 13; M.O. 2014-04, s. 52. '\QD

11.2. Participating Dealers &‘\/

N
(1) Cash received by a participating dealer, or by a person providingp%/ices to a
participating dealer, for investment in, or on the redemption of, secuﬂ%s f a mutual
fund, or on the distribution of assets of a mutual fund, until disbursQ.a permitted by

subsection (3) 0}

(@) shall be accounted for separately and must be ited in a trust account
or trust accounts established and maintained in accordance Wth section 11.3; and

(b) may be commingled only with cash reg‘l?& by the participating dealer or
service provider for the sale or on the redemption q\ er mutual fund securities.

(2) Except as permitted by subsection &/ the participating dealer or person
providing services to the participating dea&ﬁ}mll not use any of the cash referred to in
subsection (1) to finance its own or any gfhdroperations in any way.

3) A participating dealer or@( providing services to the participating dealer

may withdraw cash from a trus nt referred to in paragraph (1)(a) for the purpose
of ,&/
Qmutual fund or the principal distributor of the mutual fund

(a) remitting %
the amount or, if subget@n (5) applies, the net amount, to be invested in the securities
of the mutual fund; §

(b) é&n‘ing to the relevant persons redemption or distribution proceeds being
paid on be@ f the mutual fund; or

() paying fees, charges and expenses that are payable by an investor in
n

co@i with the purchase, conversion, holding, transfer or redemption of securities
§ mutual fund.

}21) All interest 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
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(b) no less frequently than once a year.

(5) When making payments to a mutual fund, a participating dealer or service
provider may offset the proceeds of redemption of securities of the mutual fund and
amounts held for distributions to be paid on behalf of a mutual fund held in the tryst
account against amounts held in the trust account for investment in the mutual fund. y\%

(6) A participating dealer or person providing services to the participati g%aler
shall permit the mutual fund and the principal distributor, through thej 'ﬁspective
auditors or other designated representatives, to examine the books and p%ds of the

participating dealer to verify the compliance with this section of the pgicipating dealer

or person providing services. Q~

Decision 2001-C-0209, 11.2; M.O. 2008-06, s. 13; M.O. 2012- . 29; M.O. 2014-04,

. 53.
S XV
11.3. Trust Accounts
«Q

A principal distributor or participating dealer\ﬁ&person providing services to the
principal distributor or participating dealer, person providing services to an
investment fund, that deposits cash into a trust ount in accordance with section 11.1

or 11.2 must ({),\

(@) advise, in writing, the fi 1dl institution with which the account is opened
at the time of the opening of the a and annually thereafter, that

(1) the acco;@ established for the purpose of holding client funds in

trust; Q

(i) &e%count is to be labelled by the financial institution as a “trust

account”;

Qg‘the account is not to be accessed by any person other than
authorized sentatives of the principal distributor or participating dealer, of a person
providin ices to the principal distributor or participating dealer, or of a person
provi rvices to the investment fund; and

accounts of the principal distributor or participating dealer, of a person providing
services to the principal distributor or participating dealer, or of a person providing
services to the investment fund;

§Q (iv)  the cash in the trust account may not be used to cover shortfalls in

(b) ensure that the trust account bears interest at rates equivalent to
comparable accounts of the financial institution; and
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(c) ensure that any charges against the trust account are not paid or
reimbursed out of the trust account.

Decision 2001-C-0209, 11.3; M.O. 2004-02, s. 12; M.O. 2008-06, s. 13; M.O. 2014-04,
S. 54,

11.4. Exemption )&D

(1) Sections 11.1 and 11.2 do not apply to a member of IIROC. (\/

N
(1.1) Except in Québec, sections 11.1 and 11.2 do not apply to a me\%er of the

MFDA. \\

(2.2) In Québec, sections 11.1 and 11.2 do not apply to a mutu@aealer.
(1.3) Section 11.1 does not apply to CDS Clearing and De @y Services Inc.

(2) A participating dealer that is a member of an @referred to in subsection (1)
or (1.1) or, in Québec, that is a mutual fund dealer, pus\permit the mutual fund and the
principal distributor, through their respectiv&uditors or other designated
representatives, to examine the books and re(ﬁﬁib of the participating dealer to verify
the participating dealer's compliance with th§ requirements of its association or
exchange, or the requirements applica{:a,to the mutual fund dealer under the
regulations in Québec, that relate to thng ingling of cash.

Decision 2001-C-0209, 11.4;, M.O -02, s. 13; M.O. 2012-06, s. 30; M.O. 2014-04,

S. 55. &%

11.5. Right of InspectionQ

that all contractual &g§mgements made between any of them and any person providing
services to the @Te tment fund permit the representatives of the investment fund, its

The investmeg ‘&its trustee, manager and principal distributor must ensure

manager an e to examine the books and records of those persons in order to
monitor coApliance with this Regulation.

C,
Deciié 01-C-0209, 11.5; M.O. 2005-06, s. 11; M.O. 2008-06, s. 13; M.O. 2014-04,
SS, d 81.

@RT 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 must complete and file,
within 140 days after the financial year end of the mutual fund
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(@) areport in the form contained in Appendix B-1 describing compliance by
the mutual fund during that financial year with the applicable requirements of Parts 9, 10
and 11; and

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

(2)  The principal distributor of a mutual fund must complete and file, withi é&ays
after the financial year end of the principal distributor é{ )

(&) areport in the form contained in Appendix B-2 describin%c'o\npliance by
the principal distributor during that financial year with the applical@.[ quirements of
Parts 9, 10 and 11; and 8\

(b) a report by the auditor of the principal distribu by the auditor of the
mutual fund, in the form contained in Appendix B-2, concern¥\g the report referred to in

paragraph (a). &O

3) Each patrticipating dealer that distributes SeN#I ies of a mutual fund in a financial
year of the participating dealer shall complete@ le, within 90 days after the end of
that financial year

the participating dealer during that g)eQcCial year with the applicable requirements of
Parts 9, 10 and 11 in connection s distribution of securities of all mutual funds in
that financial year; and %

Y
(@) a report in the form co@é}ln Appendix B-3 describing compliance by

Appendix B-3, concerni report referred to in paragraph (a).

(b)  areport b@ﬁditor of the participating dealer, in the form contained in

4) Subsection@nd (3) do not apply to a member of IIROC.

4.1) Excep@uébec, subsections (2) and (3) do not apply to a member of the
MFDA. %
(4.2) Qg‘aébec, subsections (2) and (3) do not apply to a mutual fund dealer.

é%ion 2001-C-0209, 12.1; M.O. 2004-02, s. 14; M.O. 2012-06, s. 31; M.O. 2014-04,

6.
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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.

13.2. (Revoked). é& N

Decision 2001-C-0209, 13.2; M.O. 2005-06, s. 7. \\

Decision 2001-C-0209, 13.3; M.O. 2005-06, s. 7. @

13.4. (Revoked). &O§

Decision 2001-C-0209, 13.4; M.O. 2005-06, s. 7. y\v

13.3. (Revoked).

13.5. (Revoked). (1/

Decision 2001-C-0209, 13.5; M.O. 200@({}/
o§’

This Part does n ly to an exchange-traded mutual fund.

M.O. 2012-06, s. 3@
14.1. Recort@fe

T ord date for determining the right of securityholders of a mutual fund to
recei idend or distribution by the mutual fund must be one of

§ (@) the day on which the net asset value per security is determined for the

PART 14 RECORD DATE

14.0.1. Application

ose 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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(c) 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; M.O. 2014-04, s. 59.
PART 15 SALES COMMUNICATIONS AND PROHIBITED REPRESENTATION@
15.1. Ability to Make Sales Communications ‘\/

“\
Sales communications pertaining to an investment fund must bp\%ade by a
person in accordance with this Part. \\

&

15.2. Sales Communications - General Requirements vg‘

Decision 2001-C-0209, 15.1; M.O. 2008-06, s. 13.

(2) Despite any other provision of this Part, a sales& unication must not

(@) be untrue or misleading; or y\&

(b) include a statement that conflicts()w% information that is contained in the
preliminary prospectus, the preliminary information form, the preliminary fund
facts document, the simplified prospec@ annual information form or the fund facts
document, as applicable, %

0] of an inves %und, or

(i) in whi xasset allocation service is described.

(2)  All performan %ta or disclosure specifically required by this Regulation and

contained in a writ les communication must be at least as large as 10-point type.
pa

Decision 200% 09, 15.2; M.O. 2005-06, s. 11; M.O. 2010-14, s. 6; M.O. 2012-06,

s. 38; M.O -04, s. 61.

15.3. Qgﬁ’lbited Disclosure in Sales Communications

( Q A sales communication must not compare the performance of an investment fund
\ sset allocation service with the performance or change of any benchmark or
investment unless

@) 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;

(© 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 @
0] the benchmark existed and was widely recognized and a\(/a;'}able

during the period for which the comparison is made, or é )
(i) the benchmark did not exist for all or part of rlod but a

reconstruction or calculation of what the benchmark would hav n during that
period, calculated on a basis consistent with its current baS|s lation, is widely
recognized and available.

(2) A sales communication for a mutual fund or asse\bzﬂocation service that is
prohibited by paragraph 15.6(1)(a) from disclosing pe@ance data must not provide
performance data for any benchmark or investment other than a mutual fund or asset
allocation service under common management wiﬂ\ mutual fund or asset allocation
service to which the sales communication pertgj

(2.1) A sales communication for a non- é@ﬁmable investment fund that is restricted
by paragraph 15.6(1)(a) from disc performance data must not provide
performance data for any benchm mvestment other than a non-redeemable
investment fund under common ment with the non-redeemable investment fund
to which the sales communicatiQ ains.

provide performance d the index on which the investments of the mutual fund are
based if the index ies with the requirements for benchmarks contained in
paragraph (1)(d). &

4 A sale@hmunication must not refer to a performance rating or ranking of a
mutual fun@ sset allocation service unless

(3) Despite subsec'%?),&a sales communication for an index mutual fund may

@9 the rating or ranking is prepared by a mutual fund rating entity;

Q (b)  standard performance data is provided for any mutual fund or asset
@cation service for which a performance rating or ranking is given;

(© the rating or ranking is provided for each period for which standard
performance data is required to be given, except the period since the inception of the
mutual fund,

(d) the rating or ranking is based on a published category of mutual funds that
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(1) 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; (0

(e) the sales communication contains the following disclosure: (\/Q
(1) the name of the category within which the mutual f On asset
allocation service is rated or ranked, including the name of the org tion that

maintains the category,

(i) the number of mutual funds in the applica?{&egory for each

period of standard performance data required under paragraph

(i) the name of the mutual fund rating enti% at provided the rating or

ranking,
&

(iv)  the length of the period or thq@St day of the period on which the
rating or ranking is based, and its ending date, (19

(v) a statement that the (-ﬁbg or ranking is subject to change every

month, Q‘
(vi)  the criteria on »@f the rating or ranking is based, and

(vi) if the raﬁ?@y ranking consists of a symbol rather than a number,
the meaning of the symbo @

() the rati %anking is to the same calendar month end that is

0) Qot more than 45 days before the date of the appearance or use of
the advertise which it is included, and

Qﬁi) not more than three months before the date of first publication of
any o les communication in which it is included.

ing of a mutual fund or asset allocation service in addition to each rating or ranking
quired under paragraph (4)(c) if the sales communication otherwise complies with the
requirements of subsection (4).

(gf( Despite paragraph (4)(c), a sales communication may refer to an overall rating or
r

(5) A sales communication must not refer to a credit rating of securities of an
investment fund unless
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(@) 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 investment fund or its manager is or ought to be
aware that the credit rating of the securities may be down-graded; and

(c) no designated rating organization or any of its DRO affiliates is ¢ '}1
rating the securities at a lower level.

(6) A sales communication must not refer to a mutual fund as, or im at it is, a
money fund, cash fund or money market fund unless, at the Yme" the sales
communication is used and for each period for which money m und standard
performance data is provided, the mutual fund is and was a m arket fund under
this Regulation.

savings plan, registered retirement income fund or regjd education savings plan in
itself, rather than the investment fund to which the salds communication relates, is an

investment. \b‘

(7) A sales communication must not state or impI! a reglstered retirement

Decision 2001-C-0209, 15.3: M.O. 2005-06, s AP M.0. 2012-06, s. 33: M.O. 2013-09,
s. 3: M.O. 2014-04, s. 62. (],

15.4. Required Disclosure and WaQ/ s in Sales Communications
(1) A written sales communi @a must
@) bear the namQﬁ‘the dealer that distributed the sales communication; and

(b) if the s I&:ommunlcatlon is not an advertisement, contain the date of
first publication of@les communication.

(2) A sale munication that includes a rate of return or a mathematical table
illustrating tential effect of a compound rate of return must contain a statement in
substanti e following words

he rate of return or mathematical table shown] is used only to illustrate the

feQts of the compound growth rate and is not intended to reflect future values of [the

\%stment fund or asset allocation service] or returns on investment [in the investment
fund or from the use of the asset allocation service].”.

(3) A sales communication, other than a report to securityholders, of a mutual fund

that is not a money market fund and that does not contain performance data must
contain a warning in substantially the following words:
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“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.”.

(3.1.) A sales communication, other than a report to securityholders, of a nop-
redeemable investment fund that does not contain performance data must contair;k
warning in substantially the following words: (\9

[If the securities of the non-redeemable investment fund are listed oted on
an exchange or other market, state the following:] “You will usually pay age fees
to your dealer if you purchase or sell [units or shares] of the investmeg} fuhd on [state
the exchange or other market on which the securities of the invest und are listed
or quoted]. If the [units or shares] are purchased or sold on [state change or other
market], investors may pay more than the current net asset val en buying [units or
shares] of the investment fund and may receive less than t rrent net asset value
when selling them.”

[State the following in all cases:] “There a’r& ongoing fees and expenses
associated with owning [units or shares] of an i tment fund. An investment fund
must prepare disclosure documents that cont?.@y information about the fund. You
can find more detailed information about the funq/n these documents. Investment funds
are not guaranteed, their values change ently and past performance may not be

repeated. Q%‘

(4) A sales communication, an a report to securityholders, of a money
market fund that does not ¢ performance data must contain a warning in
substantially the following wqg

“Commissions, tr, @commissions, management fees and expenses all may be
associated with mutu I% investments. Please read the prospectus before investing.
Mutual fund securi '&re not covered by the Canada Deposit Insurance Corporation or
by any other go bnent deposit insurer. There can be no assurances that the fund will
be able to ma&m its net asset value per security at a constant amount or that the full
amount of yguiinvestment in the fund will be returned to you. Past performance may
not be rqugéd.”.

(5) sales communication for an asset allocation service that does not contain
§ rmance data must contain a warning in substantially the following words:

“Commissions, trailing commissions, management fees and expenses all may be
associated with mutual fund investments and the use of an asset allocation service.
Please read the prospectus of the mutual funds in which investment may be made
under the asset allocation service before investing. Mutual funds are not guaranteed,
their values change frequently and past performance may not be repeated.”.

Regulation 81-102 September 22, 2014 PAGE 86



REGULATION IN FORCE FROM SEPTEMBER 22, 2014 TO JANUARY 1ST, 2015

(6) A sales communication, other than a report to securityholders, of a mutual fund
that is not a money market fund and that contains performance data must 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.
The indicated rate[s] of return is [are] the historical annual compounded total retur%l)
including changes in [share or unit] value and reinvestment of all [divide%}% r

distributions] and does [do] not take into account sales, redemption, distrjbutipn or
optional charges or income taxes payable by any securityholder that ld have
reduced returns. Mutual funds are not guaranteed, their values change ently and
past performance may not be repeated.”. \\

(6.1) A sales communication, other than a report to secu{@ers, of a non-

redeemable investment fund that contains performance data m% ontain a warning in

substantially the following words: ?\

[If the securities of the non-redeemable invest fund are listed or quoted on
an exchange or other market, state the following:] “ Il usually pay brokerage fees
to your dealer if you purchase or sell [units or sh of the investment fund on [state

the exchange or other market on which the s fgy s of the investment fund are listed
or quoted]. If the [units or shares] are purchased\ar sold on [state the exchange or other
market], investors may pay more than the t net asset value when buying [units or
shares] of the investment fund and m @e’elve less than the current net asset value
when selling them.”

[State the following in %e ses:] “There are ongoing fees and expenses
associated with owning [un| hares] of an investment fund. An investment fund
must prepare disclosure ents that contain key information about the fund. You
can find more detailedﬁwaﬂon about the fund in these documents. The indicated
rate[s] of return is e historical annual compounded total return[s] including
changes in [share it] value and reinvestment of all [dividends or distributions] and
does [do] not ta 0 account [state the following, as applicable:] [certain fees such as
redemption f optional charges or] income taxes payable by any securityholder
that would reduced returns. Investment funds are not guaranteed, their values
change f@&ntly and past performance may not be repeated.

(7) Q sales communication, other than a report to securityholders, of a money
% et fund that contains performance data must contain

(@ awarning in substantially the following words:
“Commissions, trailing commissions, management fees and expenses all
may be associated with mutual fund investments. Please read the prospectus before

investing. The performance data provided assumes reinvestment of distributions only
and does not take into account sales, redemption, distribution or optional charges or
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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
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 follo '\ﬁe
performance data:

“This is an annualized historical yield based on the 7 day pe %)ended on
[date] [annualized in the case of effective yield by compounding the LQay return] and
does not represent an actual one year return.”.

(8) A sales communication for an asset allocation service th ;tains performance
data must contain a warning in substantially the following wog

“Commissions, trailing commissions, managem@es and expenses all may be
associated with mutual fund investments and the an asset allocation service.
Please read the prospectus of the mutual fundsy,k hich investment may be made
under the asset allocation service before inveﬁuﬁn@ The indicated rate[s] of return is
[are] the historical annual compounded total re [s] assuming the investment strategy
recommended by the asset allocation se %s used and after deduction of the fees
and charges in respect of the servicesThe return[s] is [are] based on the historical
annual compounded total returns of rticipating funds including changes in [share]
[unit] value and reinvestment of Idends or distributions] and does [do] not take
into account sales, redemption, soution or optional charges or income taxes payable
by any securityholder in resp, a participating fund that would have reduced returns.
Mutual funds are not guarge , their values change frequently and past performance
may not be repeated.”.

S

ication distributed after the issue of a receipt for a preliminary
dtual fund described in the sales communication but before the
r its prospectus must contain a warning in substantially the following

(9) A sales co
prospectus of t
issue of a re

words %
%S)’reliminary prospectus relating to the fund has been filed with certain
C securities commissions or similar authorities. You cannot buy [units] [shares]
aﬁ@ fund until the relevant securities commissions or similar authorities issue receipts
he prospectus of the fund.”.

(10) A sales communication for an investment fund or asset allocation service that
purports to arrange a guarantee or insurance in order to protect all or some of the
principal amount of an investment in the investment fund or asset allocation service
must
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(@) 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;

(© 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%
death of the securityholder and that redemptions before that date would be b % n
the net asset value per security of the investment fund at the time; and a‘i/

N

(d) modify any other disclosure required by this section appropria@.

(11) The warnings referred to in this section must be communicat \'\a manner that
a reasonable person would consider clear and easily understoo% e same time as,
and through the medium by which, the related sales communic% IS communicated.

Decision 2001-C-0209, 15.4; M.O. 2008-06, s. 13; M.O. 20%6, s. 34; M.O. 2014-04,

s. 63. &Q

15.5. Disclosure Regarding Distribution Fees y\&

A person must not describe a mutual fugd in a sales communication as a “no-
load fund” or use words of like effect if on rchase or redemption of securities of the
mutual fund investor fees are paya an investor or if any fees, charges or
expenses are payable by an investor&participaﬁng dealer of the mutual fund named
in the sales communication, other

(@) fees and charg ted to specific optional services;
o\

(b) for a mut@d that is not a money market fund, redemption fees on the
redemption of securitle the mutual fund that are redeemed within 90 days after the

purchase of the ities, if the existence of the fees is disclosed in the sales
communication, the prospectus of the mutual fund; or
(c) &ts that are payable only on the set-up or closing of a securityholder's
at reflect the administrative costs of establishing or closing the account, if
e of the costs is disclosed in the sales communication, or in the prospectus
tual fund.

@ If a sales communication describes a mutual fund as “no-load” or uses words to
Iike effect, the sales communication must

@) indicate the principal distributor or a participating dealer through which an
investor may purchase the mutual fund on a no-load basis;
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(b)  disclose that management fees and operating expenses are paid by the
mutual fund; and

(© disclose the existence of any trailing commissions paid by a member of
the organization of the mutual fund.

(3) A sales communication containing a reference to the existence or absenc@
fees or charges, other than the disclosure required by section 15.4 or a referenc Q)t
term “no-load”, must disclose the types of fees and charges that exist. %1/

(4)  The rate of sales charges or commissions for the sale of securltl a mutual
fund or the use of an asset allocation service must be expre |n a sales
communication as a percentage of the amount paid by the p er and as a
percentage of the net amount invested if a reference is ma ales charges or
commissions.

Decision 2001-C-0209, 15.5; M.O. 2012-06, s. 38; M.O. 201 %Z S. 64.
15.6. Performance Data - General Requirements &

(1) A sales communication pertaining to \estment fund or asset allocation
service must not contain performance data_of tge investment fund or asset allocation

service unless all of the following paragra ply:
(@)  one of the following sub%%ﬁraphs applies:
0] in the case utual fund, either of the following applies:

(A) &mutual fund has distributed securities under a
prospectus in a jurisdictj a period of at least 12 consecutive months;

the mutual fund previously existed as a non-redeemable
investment fun has been a reporting issuer in a jurisdiction for a period of at
least 12 cons e months;

Qﬁi) in the case of a non-redeemable investment fund, the non-
redee investment fund has been a reporting issuer in a jurisdiction for at
aQ onsecutive months;

% (i)  in the case of an asset allocation service, the asset allocation
serV|ce has been operated for at least 12 consecutive months and has invested only in
participating funds each of which has distributed securities under a prospectus in a
jurisdiction for at least 12 consecutive months;
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(iv)  if the sales communication pertains to an investment fund or asset
allocation service that does not satisfy subparagraph (i), (i) or (iii), the sales
communication is sent only to one of the following:

(A)  securityholders of the investment fund or participants in the

asset allocation service; (0
(B)  securityholders of an investment fund or part|C|pant

asset allocation service under common management with the investment fun set

allocation service;

(b) the sales communication includes standard perform e\ata of the
investment fund or asset allocation service and, in the case ertten sales
communication, the standard performance data is presented in ty e that is equal to
or larger than that used to present the other performance data

(c) the performance data reflects or includes re@mes to all elements of

return;
O

(d) except as permitted by subsection 15@8), the sales communication does
not contain performance data for a period that i Q

0] in the case of a mutuel{/fv\d, before the time when the mutual fund
offered its securities under a prospectuQ\

(i) in the case o %ﬁ-redeemable investment fund, before the non-

redeemable investment fund w porting issuer;

allocation service com operation.

@ii) in § xe of an asset allocation service, before the asset

(2) Despite su
fund referred to

raph (1)(d)(i), a sales communication pertaining to a mutual
use (1)(a)(i)(B) that contains performance data of the mutual fund

must include ance data for the period that the fund existed as a non-redeemable
investmentdyn® and was a reporting issuer.
C,

Decis‘QZdbl-c-ozog, 15.6; M.O. 2012-06, s. 38; M.O. 2014-04, s. 65.
1 <( Advertisements
\ An advertisement for a mutual fund or asset allocation service must not compare

the performance of the mutual fund or asset allocation service with any benchmark or
investment other than
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(@ one or more mutual funds or asset allocation services that are under
common management or administration with the mutual fund or asset allocation service
to which the advertisement pertains;

(b) one or more mutual funds or asset allocation services that have
fundamental investment objectives that a reasonable person would consider similar {%
the mutual fund or asset allocation service to which the advertisement pertains; or y\

(c) an index. &:\9

Decision 2001-C-0209, 15.7; M.O. 2014-04, s. 81. y\
15.7.1. Advertisements for Non-Redeemable Investment FundsQ:\

performance of the non-redeemable investment fund with an chmark or investment

An advertisement for a non-redeemable investment fun%‘élst not compare the
other than any of the following:

(@ one or more non-redeemable invest e’ns\funds that are under common
management or administration with the non-redeqi%le investment fund to which the

advertisement pertains; (19

(b)  one or more non-redeema ipvestment funds that have fundamental
investment objectives that a reasona rson would consider similar to the non-
redeemable investment fund to whic dvertisement pertains;

| o
(c) an index. @
&
2

M.O. 2014-04, s. 66. Q/
15.8. Performancc& urement Periods Covered by Performance Data

(1) A sales unication, other than a report to securityholders, that relates to a
money mark may provide standard performance data only if

(a the standard performance data has been calculated for the most recent 7
day for which it is practicable to calculate, taking into account publication
de%:}a ; and

\ (b) the 7 day period does not start more than 45 days before the date of the
appearance, use or publication of the sales communication.
(2) A sales communication, other than a report to securityholders, that relates to an

asset allocation service, or to an investment fund other than a money market fund, must
not provide standard performance data unless,
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(@) to the extent applicable, the standard performance data has been
calculated for 10, 5, 3 and 1 year periods;

(a.1) in the case of a mutual fund that has been offering securities by way of
prospectus for more than one and less than 10 years, the standard performance data
has been calculated for the period since the inception of the mutual fund,; (0

(a.2) in the case of a non-redeemable investment fund that has ?’@ a
reporting issuer for more than one and less than 10 years, the standard pejformpance
data has been calculated for the period since the inception of the nonégemable
investment fund; and y\

(b)  the periods referred to in paragraphs (a), (a.1) and (a.Qen% on the same
calendar month end that is 0?\

(1) not more than 45 days before the date o@appearance or use of
the advertisement in which it is included; and

(i) not more than 3 months before, tﬁ(&lte of first publication of any
other sales communication in which it is included. y\v&

(3)  Areport to securityholders must not cont(aia standard performance data unless,

A\
(@) to the extent applicabl fﬁe standard performance data has been
calculated for 10, 5, 3 and 1 year per@“

(a.1) in the case of a fund that has been offering securities by way of
prospectus for more than ory%o less than 10 years, the standard performance data
has been calculated for t@r d since the inception of the mutual fund;

(a.2) in the of a non-redeemable investment fund that has been a
reporting issuer fg %e than one and less than 10 years, the standard performance
data has been ated for the period since the inception of the non-redeemable
investment fug)Xand

(b the periods referred to in paragraphs (a), (a.1) and (a.2) end on the day as
of whj e balance sheet of the financial statements contained in the report to
se olders was prepared.

@ A sales communication must clearly identify the periods for which performance
ata is calculated.

Decision 2001-C-0209, 15.8; M.O. 2012-06, s. 38; M.O. 2013-24, s. 5; M.O. 2014-04,
S. 67.
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15.9. Changes affecting Performance Data

(1) If, during or after a performance measurement period of performance data
contained in a sales communication, there have been changes in the business,
operations or affairs of the mutual fund or asset allocation service to which the sales
communication pertains that could have materially affected the performance of the
investment fund or asset allocation service, the sales communication must contain yg')

(@ summary disclosure of the changes, and of how those chan esqaould
have affected the performance had those changes been in effect thr out the

performance measurement period; and y\

(b)  for a money market fund that during the performance \\rement period
did not pay or accrue the full amount of any fees and charges type described
under paragraph 15.11(1)1, disclosure of the difference betwe e full amounts and
the amounts actually charged, expressed as an annualiz rcentage on a basis

comparable to current yield.

(2) If an investment fund has, in the last 10 year ,@rtaken a reorganization with,
or acquired assets from, another investment fundy{k transaction that was a material
change for the investment fund or would been a material change for the
investment fund had this Regulation been in_forcgrat the time of the transaction, then, in
any sales communication of the investmert(l/ :

(@  the investment fund mu@ﬁwde summary disclosure of the transaction;

(b)  the investment fu include its performance data covering any part of
a period before the transactig\ y if it also includes the performance data for the other
fund for the same periodS'%Q

(c) the inv tﬁbﬂt fund must not include its performance data for any part of a
period after the trab ion unless

12 months have passed since the transaction, or

Qﬁi) the investment fund includes in the sales communication the
perfor. e data for itself and the other investment fund referred to in paragraph (b);

an%
\% (d)  the investment fund must not include any performance data for any period
that is composed of both time before and after the transaction.

Decision 2001-C-0209, 15.9; M.O. 2005-06, ss. 8 and 11; M.O. 2014-04, s. 68.
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15.10. Formula for Calculating Standard Performance Data

(1) The standard performance data of an investment fund must be calculated in
accordance with this Part.

(2) In this Part

“current yield” means the yield of a money market fund expresse %\
percentage and determined by applying the following formula:

current yield = [7 day return x 365/7] x 100; y\%

“effective yield” means the yield of a money market fun@pressed as a
percentage and determined by applying the following formula: ?\

effective yield = [(7 day return + 1)365/7 - 1] x 1@

“7 day return” means the income yield of an/@unt of a securityholder in a
money market fund that is calculated by

(@) determining the net change, ex of new subscriptions other than
from the reinvestment of distributions or pro s of redemption of securities of the
money market fund, in the value of the acqi/

(b)  subtracting all fees %‘ charges of the type referred to in
paragraph 15.11(1)3 for the 7 day g#dd, and

(c) dividing the resw\&y he value of the account at the beginning of the 7 day

period; Q

“standard perf rﬁ:@wce data” means, as calculated in each case in accordance
with this Part, §

(@) @money market fund, either of the following:
C)Qﬁ) the current yield;

(i) the current yield and effective yield, if the effective yield is reported
gg(ype size that is at least equal to that of the current yield; and

for any investment fund other than a money market fund, the total return;
and

“total return” means the annual compounded rate of return for an investment fund
for a period that would equate the initial value to the redeemable value at the end of the
period, expressed as a percentage, and determined by applying the following formula:
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total return = [(redeemable value/initial value)(1/N)-1] x 100

where N = the length of the performance measurement period in
years, with a minimum value of 1.

3) If there are fees and charges of the type described in paragraph 15. 11§§D
relevant to the calculation of redeemable value and initial value of the securitie
investment fund, the redeemable value and initial value of securities of an i ve{;ment
fund must be the net asset value of one unit or share of the investmenéd\at the
beginning or at the end of the performance measurement period, minus Q% mount of
those fees and charges calculated by applying the assumptions r to in that
paragraph to a hypothetical securityholder account.

4) If there are no fees and charges of the type descrlbe@ agraph 15.11(1)1
relevant to a calculation of total return, the calculation of tofs urn for an investment
fund may assume a hypothetical investment of one securlty he investment fund and
be calculated as follows: &

(@) “Initial value” means the net asse\n\k&ue of one unit or share of an
investment fund at the beginning of the perfor easurement period; and

(b)  “redeemable value” = ({)/\
R x (1 +D1/P1)x (1 + I@)x (1+D3/P3)...x (1 +Dn/Pn)

where R= the &et value of one unit or security of the investment
fund at the end of the perform& measurement period,

D= dividend or distribution amount per security of the

investment fund at t@b of each distribution,

at the time of each distribution, and

0 = the dividend or distribution reinvestment price per security of
the investmer&d

% n= the number of dividends or distributions during the
perfor, € measurement period.

( Q Standard performance data of an asset allocation service must be based upon
standard performance data of its participating funds.

(6) Performance data

(@) for an investment fund other than a money market fund must be calculated
to the nearest one-tenth of 1%; and

Regulation 81-102 September 22, 2014 PAGE 96



REGULATION IN FORCE FROM SEPTEMBER 22, 2014 TO JANUARY 1ST, 2015

(b)  for a money market fund must be calculated to the nearest one-hundredth
of 1%.

Decision 2001-C-0209, 15.10; M.O. 2014-04, s. 69.
15.11. Assumptions for Calculating Standard Performance Data ({)

(1) The following assumptions must be made in the calculation of s @d
performance data of an investment fund:

N
1. Recurring fees and charges that are payable by all securityhc\%s

(@) are accrued or paid in proportion to the length \\e performance
measurement period; 0

(b) if structured in a manner that would @ in the performance
information being dependent on the size of an investment, arg\calculated on the basis of
an investment equal to the greater of $10,000 or th @wimum amount that may be
invested; and &

(c) if fully negotiable, are cal @ on the basis of the average fees
paid by accounts of the size referred to in paragrph (b).

A\
2. There are no fees and ch@l’related to specific optional services.
3. All fees and charges le by the investment fund are accrued or paid.
4. Dividends or d&%u ions by the investment fund are reinvested in the

investment fund at the adset value per security of the investment fund on the
reinvestment dates duri performance measurement period.

all securityhold no recurring fees and charges that are payable by some but not
all securityholQ

6. %Tn the case of a mutual fund, a complete redemption occurs at the end of

5. Ther;@\no non-recurring fees and charges that are payable by some or

the p ance measurement period so that the ending redeemable value includes
ele of return that have been accrued but not yet paid to securityholders.
\% 7. In the case of a non-redeemable investment fund, a complete redemption

occurs at the net asset value of one security 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.

(2) The following assumptions must be made in the calculation of standard
performance data of an asset allocation service:
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1. Fees and charges that are payable by participants in the asset allocation
service

(@) are accrued or paid in proportion to the length of the performance
measurement period;

(b) if structured in a manner that would result in the perfo@
information being dependent on the size of an investment, are calculated on the s of
an investment equal to the greater of $10,000 or the minimum amount %\
invested; and y\

may be

(c) if fully negotiable, are calculated on the basis (Q\h& average fees
paid by accounts of the size referred to in paragraph (b). 8\

2. There are no fees and charges related to specify %ﬁonal services.

3. The investment strategy recommended@e asset allocation service is
utilized for the performance measurement period b‘

4. Transfer fees are (19
(@) accrued or paid; ({)/\

(b) if structured in ga'nner that would result in the performance
information being dependent on t M of an investment, calculated on the basis of an
account equal to the greater of NJOO or the minimum amount that may be invested;

and &
(© if t)&s and charges are fully negotiable, calculated on the basis
a

of the average fees p n account of the size referred to in paragraph (b).

pIete redemption occurs at the end of the performance
measuremen d so that the ending redeemable value includes elements of return

that have ccrued but not yet paid to securityholders.

(3) C‘t’:alculatlon of standard performance data must be based on actual historical

pe@a ce and the fees and charges payable by the investment fund and

cqityholders, or the asset allocation service and participants, in effect during the
é‘(ormance measurement period.

Decision 2001-C-0209, 15.11; M.O. 2014-05, s. 70.
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15.12. Sales Communications During the Waiting Period

If a sales communication is used after the issue of a receipt for a preliminary
prospectus of the mutual fund described in the sales communication but before the
issue of a receipt for its prospectus, the sales communication must state only (0

(@) whether the security represents a share in a corporation or an inter !\a
non-corporate entity; &
N

(b)  the name of the mutual fund and its manager; y\

Ky

(c) the fundamental investment objectives of the mutual fu»@~

(d)  without giving details, whether the security is will be a qualified
investment for a registered retirement savings plan, registe tirement income fund
or registered education savings plan or qualifies or will quali§sthe holder for special tax
treatment; and &

(e) any additional information permitted ln&&murities legislation.

Decision 2001-C-0209, 15.12; M.O. 2012-06 S%; M.O. 2014-04, s. 81.
\

15.13. Prohibited Representatiqé»
(1)  Securities issued by an uni rated investment fund must be described by a
term that is not and does not in e word “shares”.

manager, portfolio ady principal distributor, participating dealer or a person
providing services to ghenvestment fund or asset allocation service must not describe
the investment fu
the speculative
fund is a co
(chapter V&,1,
C,
Decis‘QZdbl-c-ozog, 15.13; M.O. 2005-06, s. 12; M.O. 2014-04, s. 71.

2 A communicatior@vestment fund or asset allocation service, its promoter,

a commodity pool or as a vehicle for investors to participate in
g of, or leveraged investment in, derivatives, unless the investment
pool as defined in Regulation 81-104 respecting Commodity Pools
. 40).

1 % Sales Communication - Multi-Class Investment Funds

\ A sales communication for an investment fund that distributes different classes or

series of securities that are referable to the same portfolio must not contain
performance data unless the sales communication complies with the following
requirements:
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1. The sales communication clearly specifies the class or series of security to
which any performance data contained in the sales communication relates.

2. If the sales communication refers to more than one class or series of
security and provides performance data for any one class or series, the sales
communication must provide performance data for each class or series of securjy
referred to in the sales communication and must clearly explain the reasons for diffe;é‘m
performance data among the classes or series. (\/Q

3. A sales communication for a new class or series of sec@\and an
existing class or series of security must not contain performance data f()\ existing
class or series unless the sales communication clearly explains . &ny " differences
between the new class or series and the existing class or serieQLb t could affect

performance. @?\

Decision 2001-C-0209, 15.14; M.O. 2014-04, ss. 80 and 81. ?\

PART 16  (Revoked) @
Decision 2001-C-0209, Part 16; M.O. 2005-06, s. 9\&

16.1. (Revoked). (1/

Decision 2001-C-0209, 16.1; M.O. 200@({}/
16.2. (Revoked).

Decision 2001-C-0209, 16. 2@%05 06, s. 9.
16.3. (Revoked). %

Decision 2001-0-@16.3; M.O. 2005-06, s. 9.

PART 17 ked)
X

Decision @Z-c-ozog, Part 17;: M.O. 2005-06, s. 9.

17Q evoked).
AN
Rexision 2001-C-0209, 17.1; M.0. 2005-06, . 9.

17.2. (Revoked).

Decision 2001-C-0209, 17.2; M.O. 2005-06, s. 9.
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17.3. (Revoked).

Decision 2001-C-0209, 17.3; M.O. 2005-06, s. 9.
PART 18 SECURITYHOLDER RECORDS
18.1. Maintenance of Records yi{)

An investment fund that is not a corporation must maintain, or ca e‘\a be
maintained, up to date records of '{

(@) the names and latest known addresses of each sec %Ider of the
investment fund;

(b)  the number and class or series of a class of@?ses held by each
securityholder of the investment fund; and

(© the date and details of each issue and rs@ptlon of securities, and each
distribution, of the investment fund. b‘

Decision 2001-C-0209, 18.1; M.O. 2014-04, s. @

18.2. Auvailability of Records ({),«

(1)  An investment fund that is n %rporation must make, or cause to be made,
the records referred to in section @available for inspection, free of charge, during
normal business hours at it ipal or head office by a securityholder or a
representative of a security @ if the securityholder has agreed in writing that the
information contained % gister will not be used by the securityholder for any

purpose other than eith e following:

(a) in t e of a mutual fund, attempting to influence the voting of
securityholders mutual fund or a matter relating to the relationships among the
mutual fund members of the organization of the mutual fund, and the

securityhol sy partners, directors and officers of those entities;

% in the case of a non-redeemable investment fund, attempting to influence
the@w of securityholders of the non-redeemable investment fund or a matter relating

elationships among the non-redeemable investment fund, the manager and
%ﬁollo adviser of the non-redeemable investment fund and any of their affiliates, and
the securityholders, partners, directors and officers of those entities.

(2)  An investment fund must, upon written request by a securityholder of the

investment 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
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(@) 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 investment fund or a matter relating to the administration
of the investment fund; and

(b) has paid a reasonable fee to the investment fund that does not exceed tzeD

reasonable costs to the investment fund of providing the copy of the register. y\
Decision 2001-C-0209, 18.2; M.O. 2014-04, s. 73. &‘\/

N
PART 19 EXEMPTIONS AND APPROVALS y\

19.1. Exemption Y?:\

(1) The regulator, except in Québec, or the securities regu@ uthority may grant
an exemption from this Regulation, in whole or in part, sulges to such conditions or
restrictions as may be imposed in the exemption. §

(2) Despite subsection (1), in Ontario only t%e:gegulator may grant such an
exemption. \

Decision 2001-C-0209, 19.1; M.O. 2005-06, s. _(Ll(M.O. 2014-04, s. 74.
\

19.2. Exemption or Approval underQLo olicy

(1) A mutual fund that has ob, , from the regulator, except in Québec, or the
securities regulatory authority xemption or waiver from, or approval under, a
provision of National Policy 5& ent No. 39 before this Regulation came into force is
exempt from any substanji@)y similar provision of this Regulation, if any, on the same
conditions, if any, as ﬁntained in the earlier exemption or approval, unless the

regulator or securitie atory authority has revoked that exemption or waiver under
authority provided @w securities legislation.

(2) Despit@'ﬂ 7, a mutual fund that has obtained, from the regulator, except in

esecurities regulatory authority, approval under National Policy Statement
incentive fees may continue to pay incentive fees on the terms of that
disclosure of the method of calculation of the fees and details of the
ition of the benchmark or index used in calculating the fees are described in the
ospectus of the mutual fund.

}3) A mutual fund that intends to rely upon subsection (1) must, at the time of the
first filing of its pro forma prospectus after this Regulation comes into force, send to the
regulator a letter or memorandum containing

(@) a brief description of the nature of the exemption from, or approval under,
National Policy Statement No. 39 previously obtained; and
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(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; M.O. 2014-04,

ss. 75 and 81. y\
S

19.3. Revocation of exemptions
“\

(1) A mutual fund that has obtained an exemption or waiver from, or ap@/al under,

National Policy Statement No. 39 or this Regulation before Decembgp 31} 2003, that

relates to a mutual fund investing in other mutual funds, may no r rely on the

exemption, waiver or approval as of December 31, 2004.

(2) In British Columbia, subsection (1) does not apply. @

M.O. 2004-02, s. 16: M.O. 2014-04, s. 76. @

PART 20 TRANSITIONAL )\b‘

20.1. (Revoked). (\:\9
A\
.1

Decision 2001-C-0209, 20.1; M.O. 200546, 0.

20.2. Sales Communications %%

Sales communication;\3 er than advertisements, that were printed before
December 31, 1999 may sed until August 1, 2000, despite any requirements in this
Regulation.

S

Decision 2001-C-(@20.2; M.O. 2005-06, s. 11.

20.3. ReporQQ‘Securityholders

T%éégulation does not apply to reports to securityholders

Q@ 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

(1) Paragraphs 2.3(1)(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 Mutual '}s
Investing in Mortgages has not come into force;

(b)  the mutual fund was established, and has a prospectus for W@ a recelpt
was issued, before the date that this Regulation came into force; and

(c) the mutual fund complies with Regulation No. 29 re §~ Mutual Funds
Investing in Mortgages. %

objectives to permit it to invest in mortgages, paragra (2)(b) does not apply to the
non-redeemable investment fund, if the non-r ble investment fund was
established, and has a prospectus for which elpt was issued, on or before
September 22, 2014.

(2) If a non-redeemable investment fund has adopte undamental investment
deg

Decision 2001-C-0209, 20.4; M.O. 2005-@,‘68. 11 and 12; M.O. 2012-06, s. 36;

M.O. 2014-04, s. 77.
S &

20.5. Delayed Coming into For %
(2) Despite section 20.1& section 4.4(1) does not come into force until
August 1, 2000. Q

force until Februar,

&ectlon 2.4(2).

2. ubsection 2.7(4).

QQQ\ Subsection 6.4(1).

\ 4, Subsection 6.8(4).

(2) Despite sectio the following provisions of this Regulation do not come into
&()01

Decision 2001-C-0209, 20.5; M.O. 2005-06, s. 11.
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APPENDIX A
FUTURES EXCHANGES FOR THE PURPOSE OF SUBSECTION 2.7(4) -
DERIVATIVE COUNTERPARTY EXPOSURE LIMITS

Futures Exchanges

Australia ti’)
Sydney Futures Exchange Australian Financial Futures Market (\/

A -
Austria P\

Osterreichische Termin-und Option Borse (OTOB - The Austrian O@s and Futures
Exchange) ?\

N
Belgium §®

Belfox CV (Belgium Futures and Options Exchange) @

Brazil )\v‘
Bolsa Brasileira de Futuros ‘\/
Bolsa de Mercadorias & Futuros ({)/\

Bolsa de Valores de Rio de Janeiro Q‘

&

Canada

The Winnipeg Commodity E»@
The Toronto Futures Exchaye€

The Montreal Exchang

Denmark @
Q)

Kobenhavus Y&?bors (Copenhagen Stock Exchange)
Garenti fordgnyor Dankse Optioner og Futures (Guarantee Fund for Danish Options

and Futu€

nhagen Stock Exchange)

xelsinki 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 Terminborse GmbH

EUREX ‘\9

Hong Kong y\
Hong Kong Futures Exchange Limited Q:\
Ireland @?\

?\

Irish Futures and Options Exchange O§
Italy &

Milan Italiano Futures Exchange (19

Japan ({),\

Osaka Shoken Torihikisho (Osaka S
The Tokyo Commodity Exchange
The Tokyo International Financj

Tokyo Grain Exchange &
Tokyo Stock Exchange %Q
Netherlands %

AEX Options & s Exchange
EOE-Optiebe uropean Options Exchange)
Financiele@ ijnmarkt Amsterdam N.V.

New @S%d

@Zealand Futures and Options Exchange

\orway

Oslo Stock Exchange

res Exchange
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Philippines

Manila International Futures Exchange

Portugal

Bosa de Derivatives de Porto @

Singapore ‘\9

Singapore Commaodity Exchange (SICOM) y\
Singapore International Monetary Exchange Limited (SIMEX)

Spain 0
Meff Renta Fija @
Meff Renta Variable §

Sweden &O

OM Stockholm Fondkommission AB (19

Switzerland ({)/\
EUREX %Q\

United Kingdom Q§%

International Petroleum E ﬁrge (IPE)

London International Fi | Futures and Options Exchange (LIFFE)
London Metal Excha E)

OM London Q§

United StateQQ‘

Chicago of Options Exchange (CBOE)

Chic ard of Trade (CBOT)

Chj ercantile Exchange (CME)
{:(modity Exchange, Inc. (COMEX)

%ﬁncial Instrument Exchange (Finex) a division of the New York Cotton Exchange

oard of Trade of Kansas City, Missouri, Inc.

Mid-America Commodity 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; M.O. 2014-04, s. 78.
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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 '}s
(chapter V-1.1, r. 39)
For the year ended [insert date] ’& )

N

We hereby confirm that we have complied With\gle applicable
requirements of Parts 9, 10 and 11 of Regulation 81-102 respectinQA, ual Funds for
the year ended [insert date] [except as follows:] [list exceptions, if &]»

[NAME of mutual fund] @
Signature &O

O
Name and office of the person executing this repprt

Nila

Date Q\/(‘

<<§Z“
TO: [The appropriate se(Q%s regulatory authorities]

%

RE: Compliance R on Regulation 81-102 respecting Mutual Funds For the year
ended [inse§9]

t Report

We ha?O dited [name of mutual fund]'s report made under section 12.1 of

i -M02 respecting Mutual Funds regarding its compliance for the year ended
ith the applicable requirements of Parts 9, 10 and 11 of that Regulation.
with these requirements is the responsibility of the management of [name
| fund] (the “Fund”). Our responsibility is to express an opinion on

Com
of
g gement's compliance report based on our audit.

We conducted our audit in accordance with standards for assurance
engagements set out in the CICA Handbook — Assurance. 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.

Regulation 81-102 September 22, 2014 PAGE 109



REGULATION IN FORCE FROM SEPTEMBER 22, 2014 TO JANUARY 1ST, 2015

In our opinion, the Fund’s statement of compliance for the year ended [insert
date] complies, in all material respects, 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 apd
should not be used for any other purpose. y&)

&‘\

Decision 2001-C-0209, Appendix B-1; M.O. 2005-06, s. 12; M.O. ZOJQ\Z&‘, S. 6.

?\
N

City

Date Chartered Accounta'\
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APPENDIX B-2

COMPLIANCE REPORT

TO: [The appropriate securities regulatory authorities]

FROM: [Name of principal distributor] (the “Distributor”)

RE: Compliance Report on Regulation 81-102 respecting Mutual '}s

(chapter V-1.1, r. 39)

For the year ended [insert date] %

FOR: [Name(s) of the mutual fund (the “Fund][s]")] \\\

We hereby confirm that we have complied the applicable
requirements of Parts 9, 10 and 11 of Regulation 81-102 res g Mutual Funds in
respect of the Fund[s] for the year ended [insert date] ept as follows:] [list
exceptions, if any]. O
[NAME of the Distributor] b:&

Signature l/

Rila

Name and office of the person execu@ﬁis report

W
Date ,&‘(}

%%Q Audit Report
TO: [The appro@ssecurities regulatory authorities]

RE: Compligge‘Report on Regulation 81-102 respecting Mutual Funds For the year
te

ended [ins% ]

% ave audited [name of principal distributor]'s report made under section 12.1
of atlon 81-102 respecting Mutual Funds regarding its compliance for the year
% d [insert date] with the applicable requirements of Parts 9, 10 and 11 of that
t

ulation in respect of the [name of mutual funds] (the “Funds”). Compliance with

ese 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 standards for assurance
engagements set out in the CICA Handbook — Assurance. Those standards require that
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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 statement of compliance for the year ended [insert
date] complies, in all material respects, with the applicable requirements of Parts 9, 10
and 11 of Regulation 81-102 respecting Mutual Funds in respect of the Funds. y\

authority [ies] to which it is addressed in discharging its [their] respongibM{ies and
should not be used for any other purpose. y\

City Q:\

Date Charter&@?o\u ntants

Decision 2001-C-0209, Appendix B-2; M.O. 2005-06, s. 12; M% 2013-24,s. 7.

This report is provided solely for the purpose of assisting the securities Eeﬂatory
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APPENDIX B-3
COMPLIANCE REPORT
TO: [The appropriate securities regulatory authorities]
FROM: [Name of participating dealer] (the “Distributor”) %
RE: Compliance Report on Regulation 81-102 respecting Mutual '}s
(chapter V-1.1, r. 39)
For the year ended [insert date] é )
ies to which

We hereby confirm that we have sold mutual fund segkr:it

Regulation 81-102 respecting Mutual Funds is applicable. In ¢ tion with our
activities in distributing these securities, we have complied ¥ the applicable
requirements of Parts 9, 10 and 11 of Regulation 81-102 res \bn Mutual Funds for
the year ended [insert date] [except as follows:] [list exceptior%%ny].

[NAME of the Distributor] ,@

Signature (1/
Aql“

Name and office of the person executingyhi¥report

I

N4

Date %
Q’\

TO: [The approprk&%curities regulatory authorities]

Audit Report

RE: Complia port on Regulation 81-102 respecting Mutual Funds For the year
ended [insert

e audited [name of participating dealer]'s report made under section 12.1
n 81-102 respecting Mutual Funds regarding its compliance for the year
Ihsert date] with the applicable requirements of Parts 9, 10 and 11 of that
lation in respect of sales of mutual fund securities. Compliance with these
\%Jirements is the responsibility of the management of [name of participating dealer]
he “Company”). Our responsibility is to express an opinion on management's
compliance report based on our audit.

We conducted our audit in accordance with standards for assurance

engagements set out in the CICA Handbook — Assurance. Those standards require that
we plan and perform an audit to obtain reasonable assurance as a basis for our opinion.
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Such an audit includes examining, on a test basis, evidence supporting the assertions in
management's compliance report.

In our opinion, the Company’s statement of compliance for the year ended [insert
date] complies, in all material respects, with the applicable requirements of Parts 9, 10
and 11 of Regulation 81-102 respecting Mutual Funds in respect of sales of mutual fupd
securities. y&)

authority [ies] to which it is addressed in discharging its [their] respongibM{ies and
should not be used for any other purpose. y\

City Q:\

Date Charter&@?o\u ntants

Decision 2001-C-0209, Appendix B-3; M.O. 2005-06, s. 12; M% 2013-24,s. 7.

This report is provided solely for the purpose of assisting the securities Eeﬂatory
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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
All Jurisdictions s. 13.6 of Regulation 31-103 respecting Registratid{g
Requirements, Exemptions and Ongoing Regi
Obligations (chapter V-1.1, r. 10) A
N N
Newfoundland and Labrador s. 191 of Reg 805/96 . t\cJ
R
M.O. 2006-03, s. 7; M.O. 2009-05, s. 2; M.O. 2014-04, s. 79. ?\

Regulation 81-102 September 22, 2014 PAGE 115



REGULATION IN FORCE FROM SEPTEMBER 22, 2014 TO JANUARY 1ST, 2015

APPENDIX D
INVESTMENT FUND CONFLICT OF INTEREST INVESTMENT RESTRICTIONS

Jurisdiction Securities Legislation Reference

All Jurisdictions ss. 13.5(2)(a) and (b) of Regulation 31-103 ,§)

respecting Registration Requirements, Exe %1
and Ongoing Registrant Obligations (cha%% A,

r. 10) %

r
\

Alberta ss. 185(2) and (3) of the Securities_&:t Alberta)
British Columbia S. 6(2) of BC Instrument 81-5 If-Dealing
New Brunswick s. 137(2) of the Securitie@(New Brunswick)
Newfoundland and Labrador ss. 112(2), 112(3), 2)(a) and 119(2)(b) of the
Securities Act (’\€§ undland and Labrador)
Nova Scotia ss. 119(2) @@%) of the Securities Act (Nova
Scotia)
"\,«
Ontario ss%ﬂl and (3) of the Securities Act (Ontario)
Saskatchewan %.120(2) and (3) of The Securities Act, 1988
% askatchewan)

M.O. 2014-04, s. 79. &
§

&
Q)%Q
$
<
\y
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APPENDIX E
INVESTMENT FUND CONFLICT OF INTEREST REPORTING REQUIREMENTS

Jurisdiction Securities Legislation Reference yi{)

Alberta s. 191(1)(a) of the Securities Act (Alberta) (\/Q

British Columbia s. 9(a) of BC Instrument 81-513 Self- g\

New Brunswick s. 143(1)(a) of the Securities ActQTe\/ Brunswick)

Newfoundland and Labrador s. 118(1)(a) of the Securiti@t (Newfoundland
and Labrador) ?\

Nova Scotia s. 125(1)(a) of the @rities Act (Nova Scotia)

Ontario s. 117(1)(a) of\l%&ﬁecurities Act (Ontario)

Saskatchewan s. 126(1 (a@The Securities Act, 1988
(Sask@éuewan)

M.O. 2014-04, s. 79. %Q\
oV

Transitional Provisions @6
M.O. 2014-04, 2014 G.O. 7
82. (1) If a no -%eemable investment fund filed a prospectus on or before
September 22, 20 4&
%‘until September 21, 2015, sections 2.12 to 2.17 of

Regulation 2 respecting Mutual Funds (chapter V-1.1, r. 39) do not apply to the
non-rede le investment fund; and

O (b) until  March 21, 2016, sections 2.2, 2.3 and 25 of
&Iation 81-102 respecting Mutual Funds do not apply to the non-redeemable

\%Stment fund.

(2) If a mutual fund filed a prospectus on or before September 22, 2014, until
March 21, 2016, subsection 2.5(2) of Regulation 81-102 respecting Mutual Funds, as
amended by subsection 11(2) of this Regulation, does not apply to the mutual fund if the
mutual fund complies with subsection 2.5(2) of Regulation 81-102 respecting Mutual
Funds as that provision was in force on September 21, 2014.
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(3) Despite any amendments to the contrary in this Regulation, if a sales
communication, other than an advertisement, was printed before September 22, 2014,
the sales communication may be used until March 23, 2015.

Decision 2001-C-0209, 2001-05-22 Q

Bulletin hebdomadaire: 2001-06-01, Vol. XXXII n°22 (1/
A s

Amendments t\%

Decision 2004-C-0020, 2004-01-23 ??3

Bulletin hebdomadaire: 2004-03-05, Vol. XXXV n° 09

M.O. 2004-01, 2004 G.O. 2, 1064 @
?\

Decision 2005-PDG-0121, 2005-05-09 \
Bulletin de I'Autorité: 2005-06-03, Vol. 2 n°® 22 O
M.O. 2005-06, 2005 G.O. 2, 1550 v&

Decision 2006-PDG-0184, 2006-10-19
Bulletin de I'Autorité: 2006-11-17, Vol. 3 n°® 46
M.O. 2006-03, 2006 G.O. 2, 3586 ({),\

Decision 2008-PDG-0058, 2008-02- Q "
Bulletin de I'Autorité: 2008-03-14, n° 10
M.O. 2008-06, 2008 G.O. 2, 72

Decision 2008-PDG-0200, £003-07-18
Bulletin de 'Autorité: 20 @-05, Vol. 5 n° 35
M.O. 2008-13, 2008%%, 4556
Decision 2009-E 23, 2009-09-04
Bulletin de I : 2009-09-25, Vol. 6 n° 38
M.O. 2009@ 009 G.O. 2, 3362A

Decis‘@goﬁo-PDG-om, 2010-11-22
Bu&@ e I'Autorite: 2010-12-17, Vol. 7 n° 50
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