REGULATION IN FORCE FROM APRIL 12, 2017 TO AUGUST 31, 2017

Last amendment in force on April 12, 2017
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. 2014-04;@\1.

Q
Securities Act (1/

(chapter V-1.1, s. 331.1) 0.;\ S

A

PART 1 DEFINITIONS AND APPLICATION 0%

1.1. Definitions @Cﬁ
In this Regulation
<O

“acceptable clearing corporation” means\a clearing corporation that is an
acceptable clearing corporation under the Joi@e ulatory Financial Questionnaire and

Report; (1/

“advertisement” means a sales s.@wﬁunication that is published or designed for
use on or through a public medium;\/

investment of a person is all d, in whole or in part, among mutual funds to which this

“asset allocation serdv;g&eans an administrative service under which the
Regulation applies and r;%lo ated among those mutual funds and, if applicable, other

assets according to a t allocation strategy;
“book-bas stem” means a system for the central handling of securities or
equivalent bo§-2 ed entries under which all securities of a class or series deposited

within the are treated as fungible and may be transferred or pledged by
bookkeep'(?~ try without physical delivery;

Q@rowing agent” means any of the following:

\s (@) 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;

(b)  cash equivalents '<\
(© synthetic cash; (19

(d) receivables of the mutual fund arising from the disposmg;,g\o'f portfolio
assets, net of payables arising from the acquisition of portfolio assets

(e)  securities purchased by the mutual fund in a reverse e hase transaction
under section 2.14, to the extent of the cash paid for those se by the mutual fund;

)] each evidence of indebtedness that has are |ng term to maturity of 365
days or less and a designated rating; O

(g) each floating rate evidence of inde%qness if

0] the floating interest rat %ne indebtedness is reset no later than

every 185 days, and .

(i) the principal a ou'kf of the indebtedness will continue to have a
market value of approximately p \'&bé time of each change in the rate to be paid to the
holders of the evidence of ind&ess

securities |§g y a money market fund,;

“cash equiv eans an evidence of indebtedness that has a remaining term
to maturity of 36 or less and that is issued, or fully and unconditionally guaranteed

as to principal Q terest, by
(a)QSIﬁ?e government of Canada or the government of a jurisdiction,

@ the government of the United States of America, the government of one of
th%a s of the United States of America, the government of another sovereign state or
a\g rmitted supranational agency, if, in each case, the evidence of indebtedness has a
designated rating, or

(c) a Canadian financial institution, or a financial institution that is not
incorporated or organized under the laws of Canada or of a jurisdiction if, in either case,
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;
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“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 futures,
issued by a clearing corporation;

“clone fund” means an investment fund that has adopted a fundamental i |nve\ nt
objective to track the performance of another investment fund;

“conventional convertible security” means a security of an issuer tha is,(l'cordlng
to its terms, convertible into, or exchangeable for, other securities of thedg t, or of an
affiliate of the issuer; &

“conventional floating rate debt instrument” means an evid&@f indebtedness of
which the interest obligations are based upon a benc commonly used in
commercial lending arrangements;

corporation, that gives the holder the right to purch ecurities of the issuer or of an

“conventional warrant or right” means a securi g@n issuer, other than a clearing
affiliate of the issuer;

“currency cross hedge” means the sdb%.mon by an investment fund of a risk to
one currency for a risk to another curren either currency is a currency in which the
investment fund determines its net ass B%J'ue per security and the aggregate amount of
currency risk to which the mvestme |s exposed is not increased by the substitution;

“custodian” means the iQQTﬂon appointed by an investment fund to hold portfolio
assets of the investment fun%

“dealer manag stment fund” means an investment fund the portfolio adviser
of which is a dealer

“dealer%@ger” means

(@) peC|f|ed dealer that acts as a portfolio adviser,

%@ a portfolio adviser in which a specified dealer, or a partner, director, officer,
sa@ rson or principal shareholder of a specified dealer, directly or indirectly owns of

d 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

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

(@  either

0] the amount of principal, interest or principal and interest to be paid
to the holder is linked in whole or in part by a formula to the appreciation or depre '/ggn
in the market price, value or level of one or more underlying interests on a prede@&n d
date or dates, or (1/

(i) the security provides the holder with a right to conv 'bf‘éxchange
the security into or for the underlying interest or to purchase the undeﬂg(rghnterest, and

(b)  on the date of acquisition by the mutual fund, aercentage of the
purchase price attributable to the component of the security t is not linked to an

underlying interest is less than 80% of the purchase price % y the mutual fund;

“delta” means the positive or negative number t@ls a measure of the change in
market value of an option relative to changes in the of the underlying interest of the
option;

“designated rating” means, for a SE!E@/ or instrument, a rating issued by a
designated rating organization, or its DRO\affillate, that is at or above one of the following
rating categories, or that is at or above Q\Q gory that replaces one of the following rating

categories, if
NV

(@) there has been nouncement by the designated rating organization or
its DRO affiliate of which thegi¥estment fund or its manager is or reasonably should be
aware that the rating of t curity or instrument to which the designated rating was
given may be down-g@o a rating category that would not be a designated rating,

and gq\

(b) ignated rating organization or any of its DRO affiliates has rated the
security or i ent in a rating category that is not a designated rating:

esjgnated Rating Commercial Paper/ Long Term Debt
<' anization Short Term Debt
"PBRS Limited R-1 (low) A
\% Fitch, Inc. F1 A
Moody’s Canada Inc. P-1 A2
Standard & Poor’s Ratings A-1 (Low) A
Services (Canada)

“designated rating organization” means

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

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

“‘DRO affiliate” has the same meaning as in section 1 of Regulation 25-101
respecting Designated Rating Organizations (chapter V-1.1, r. 8.1);

“equivalent debt” means, in relation to an option, swap, forward contract@t-
like security, an evidence of indebtedness of approximately the same term as, 634 nger
term than, the remaining term to maturity of the option, swap, contract or deht-like*security
and that ranks equally with, or subordinate to, the claim for payment that rise under
the option, swap, contract or debt-like security; &

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

€) has fundamental investment objectives Y{%u include holding and
maintaining a fixed portfolio of publicly traded equity s ities of one or more issuers the
names of which are disclosed in its prospectus, and’<

(b) trades the securities referred to @N graph (a) only in the circumstances
disclosed in its prospectus;

“floating rate evidence of indebtedness” means an evidence of indebtedness that
has a floating rate of interest detern"g('e(d ver the term of the obligation by reference to a
commonly used benchmark interQL\ e and that satisfies any of the following:

@) if the evidence%debtedness was issued by a person or company other
than a government or a pexqitted supranational agency, it has a designated rating;

(b) the ey of indebtedness was issued, or is fully and unconditionally
guaranteed as to grjicipal and interest, by any of the following:

@& the government of Canada or the government of a jurisdiction of

Canada,;
X

(i) the government of the United States of America, the government of
o] f the states of the United States of America, the government of another sovereign
s\ or a permitted supranational agency, if, in each case, the evidence of indebtedness
has a designated rating;

“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
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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;

“fundamental investment objectives” means the investment objectives (ﬂ\im
investment fund that define both the fundamental nature of the investment fund@t e
fundamental investment features of the investment fund that distinguish it ﬁ‘?i/ other
investment funds;

\
“futures exchange” means an association or organization oper;%?% provide the
facilities necessary for the trading of standardized futures; %

unconditionally guaranteed as to principal and interest, b y of the government of
Canada, the government of a jurisdiction or the govern of the United States of

America,
,&O

“guaranteed mortgage” means a mortgagé‘@ly and unconditionally guaranteed,

“government security” means an evidence of indebteg issued, or fully and

or insured, by the government of Canada, by, overnment of a jurisdiction or by an
agency of any of those governments or by poration approved by the Office of the
Superintendent of Financial Institutions authofized to offer its services to the public in
Canada as an insurer of mortgages; (t/‘

the maintaining of the positio positions resulting from the transaction or series of
transactions

@ if OQV

0] ge' intended effect of the transaction, or the intended cumulative
effect of the segz’ s of transactions, is to offset or reduce a specific risk associated with all

“hedging” means the en&\(ﬂfo of a transaction, or a series of transactions, and

or a portion xisting investment or position or group of investments or positions,

Q) (i) the transaction or series of transactions results in a high degree of
negage rrelation between changes in the value of the investment or position, or group
ofJdnvestments or positions, being hedged and changes in the value of the instrument or
i ments 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

(b) if the transaction, or series of transactions, is a currency cross hedge;
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“IIROC” means the Investment Industry Regulatory Organization of Canada;
“illiquid asset” means

(@) a portfolio asset that cannot be readily disposed of through market facilities
on which public quotations in common use are widely available at an amount that at least
approximates the amount at which the portfolio asset is valued in calculating the ne ééet
value per security of the mutual fund, or Q\

(b)  arestricted security held by a mutual fund, the resale of which is prohibited
by a representation, undertaking or agreement by the mutual fund or by ﬂ'rs edecessor
in title of the mutual fund; &

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

“index mutual fund” means a mutual fun @t has adopted fundamental
investment objectives that require the mutual fund t

€)) hold the securities that are includ IX permitted index or permitted indices
of the mutual fund in substantially the sam ortion as those securities are reflected
in that permitted index or those permitteq.'ﬁji S, or
\

(b) invest in a manner tha caﬁ}es the mutual fund to replicate the performance
of that permitted index or those Q‘ d indices;

“index participation ur%eans a security traded on a stock exchange in Canada
or the United States and@ by an issuer the only purpose of which is to

index in substanti e same proportion as those securities are reflected in that index,

or %
(b)QgFR/est in a manner that causes the issuer to replicate the performance of

that ind@

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

€) holo@%urities that are included in a specified widely quoted market

“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 mutual
fund other than a member of the organization acting solely as a participating dealer, and

(b) in the case of a non-redeemable investment fund, the manager of th?\ n-
redeemable investment fund; Q

“Joint Regulatory Financial Questionnaire and Report” means the Joint Regulatory
Financial Questionnaire and Report of various Canadian SROs on th e that this
Regulation comes into force and every successor to the form that gdes ot materially
lessen the criteria for an entity to be recognized as an “acceptable @r g corporation”;

“long position” means a position held by an investmen f@ at, for

(@) an option, entitles the investment fund to ele%@ purchase, sell, receive or
deliver the underlying interest or, instead, pay or rece'\@a h,

(b)  a standardized future or forward ract, obliges the investment fund to
accept delivery of the underlying interest or, in%&d, pay or receive cash,

(© a call option on futures, enti Iegtﬁe investment fund to elect to assume a
long position in standardized futures, y\

(d)  a put option on fut &eﬁtitles the mutual fund to elect to assume a short
position in standardized future&ﬂ’

(e) a swap, obli sEthe investment fund to accept delivery of the underlying
interest or receive cash:

“manage Qe‘xpense ratio”. the ratio, expressed as a percentage, of the
expenses of apzmutual fund to its average net asset value, calculated in accordance with
Part 15 of ation 81-106 respecting Investment Fund Continuous Disclosure

(chapter \Q\ . 42);
Q@nager” 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;

“material change”: any material change within the meaning of Regulation 81-106
respecting Investment Fund Continuous Disclosure;
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“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 accordance
with section 2.18;

“mortgage” includes a hypothec or security that creates a charge on rem@perty
in order to secure a debt;

N
“mutual fund rating entity” means an entity 03

(@) that rates or ranks the performance of mutual fu»@%r asset allocation
services through an objective methodology that is Cg

0] based on quantitative performance m&wrements,

(i) applied consistently to all mutu&fs&js or asset allocation services
rated or ranked by it, and '<\

(i)  disclosed on the entity’ Qsite,

(b)  thatis not a member of thﬁ{&gﬁnization of any mutual fund, and

(c) whose services to %rf a rating or ranking to any mutual fund or asset
allocation service are not proc the promoter, manager, portfolio adviser, principal
distributor or participating de of any mutual fund or asset allocation service, or any of
their affiliates;

“net asset v. eans the value of the total assets of the investment fund less
the value of the t ilities, other than net assets attributable to securityholders, of the
investment fu at a specific date, determined in accordance with Part 14 of
Regulation 81 respecting Investment Fund Continuous Disclosure;

“@Esident sub-adviser” means a person providing portfolio management
advi

\s (@) whose principal place of business is outside of Canada,
(b) that advises a portfolio adviser to an investment fund, and

(© that is not registered under securities legislation in the jurisdiction in which
the portfolio adviser that it advises is located,;
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“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 the agreement:

1. Receive an amount of cash determinable by reference to a specified
guantity of the underlying interest of the option.

2. Purchase a specified quantity of the underlying interest of the option, /\
3. Sell a specified quantity of the underlying interest of the option; Q

“option on futures” means an option the underlying mterestmg\vhlch is a
standardized future;

“order receipt office” means, for a mutual fund 0%
(@) the principal office of the mutual fund, 0(9

(b)  the principal office of the principal distri L@ the mutual fund, or

(c) a location to which a purchase or redemption order for securities of
the mutual fund is required or permitted by the @Ng fund to be delivered by participating
dealers or the principal distributor of the mut% nd

“overall rating or ranking” mean%(a/fatlng or ranking of a mutual fund or asset
allocation service that is calculate(\W standard performance data for one or more
performance measurement peri hich includes the longest period for which the
mutual fund or asset aIIocation?r ICe is required under securities legislation to calculate
standard performance data, v\ than the period since the inception of the mutual fund;

“participating d@means a dealer other than the principal distributor that
distributes securitie utual fund;

“part|C| %fund” means a mutual fund in which an asset allocation service
permits inve

& ance data” means a rating, ranking, quotation, discussion or analysis
rega an aspect of the investment performance of an investment fund, an asset

t| n service, a security, an index or a benchmark;
permltted gold certificate” means a certificate representing gold if the gold is

(@) 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,
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(© held in Canada,

(d) in the form of either bars or wafers, and

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

“permitted index” means, in relation to a mutual fund, a market index th&‘[l/g

(@)  both 03'\ \

(1) administered by an organization that is not affi & with any of the
mutual fund, its manager, its portfolio adviser or its principal distri , and

(i) available to persons other than the mut und, or

(b)  widely recognized and used; O

“permitted supranational agency” means t
Development Bank, the Caribbean Devel
Reconstruction and Development, the Eur
Development Bank, the International Bank for
International Finance Corporation; ySi/‘

frican Development Bank, the Asian
t Bank, the European Bank for
Investment Bank, the Inter-American
econstruction and Development and the

“physical commodity”, m \Nﬁ an original or processed state, an agricultural
product, forest product, prod he sea, mineral, metal, hydrocarbon fuel product,
precious stone or other gemv

“portfolio advisﬁ%ans a person that provides investment advice or portfolio
management servic er a contract with the investment fund or with the manager of
the investment fuq

“portfgtioctasset” means an asset of an investment fund;

@%g date” means, for the sale of a security of a mutual fund, the date on which
the set value per security of the mutual fund is calculated for the purpose of
d\@n ing the price at which that security is to be issued;

“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
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(b)  afeature that gives or is intended to give the person a material competitive
advantage over others in the distribution of the securities of the mutual fund,

“public quotation” includes, for the purposes of calculating the amount of illiquid
assets held by a mutual fund, any quotation of a price for a fixed income security made
through the inter-dealer bond market;

“purchase” means, in connection with an acquisition of a portfolio asset %n

investment fund, an acquisition that is the result of a decision made and action %éo y

the investment fund; (1/
“qualified security means” (b o

(@) an evidence of indebtedness that is issued, or full (é%unconditionally
guaranteed as to principal and interest, by Cg

0] the government of Canada or the govem@nt of a jurisdiction,

(i) the government of the United Stat f’America, the government of

one of the states of the United States of America, t ernment of another sovereign
state, or a permitted supranational agency, if, in ?@Q case, the evidence of indebtedness
has a designated rating, or Q

(i)  a Canadian financi ingg{ution or a financial institution that is not
incorporated or organized under the Ia\)a{b'(’:anada or of a jurisdiction if, in either case,
evidences of indebtedness of that igsuer‘or guarantor that are rated as short term debt
by a designated rating organizatiq§%s DRO affiliate have a designated rating, or

(b)  commercial pa@hat has a term to maturity of 365 days or less and a
designated rating and thattwas issued by a person other than a government or permitted

supranational agency;O

“report to sg Ityholders” means a report that includes annual or interim financial
statements, oran ananual or interim management report of fund performance, and that is
delivered to @lyholders of an investment fund;

'cted security” means a security, other than a specified derivative, the resale
restricted or limited by a representation, undertaking or agreement by the
und or by the mutual fund's predecessor in title, or by law;

“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
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0] to a securityholder of the investment fund or participant in the asset
allocation service; or

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

(b) in the case of an investment fund, is not contained in any of the fol‘o\ﬁ{ng
documents of the investment fund:

1. A prospectus or preliminary or pro forma prospectus. \il/

2. An annual information form or preliminary or,{q) rma annual
information form. %

3. A fund facts document or preliminary @90 forma fund facts
document. 0

4. Financial statements, including t @tgs to the financial statements
and the auditor’s report on the financial statements.

Q
>
6. A statement of accoy%\

5. A trade confirmation.

7. Annual or interign mahagement report of fund performance;
“scholarship plan” ha Mmeaning ascribed to that term in section 1.1 of
Regulation 81-106 respectin estment Fund Continuous Disclosure;

“short position"@ a position held by an investment fund that, for

@ an @ obliges the investment fund, at the election of another, to
purchase, sell@ e or deliver the underlying interest, or, instead, pay or receive cash,

(b) g)standardized future or forward contract, obliges the investment fund, at
the ele f another, to deliver the underlying interest or, instead, pay or receive cash,

) a call option on futures, obliges the investment fund, at the election of
ahQther, 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 of an
accompanying contractual obligation, entitles or requires the holder to acquire another
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security without payment of material additional consideration and obliges the issuer of the
special warrant or the other security to undertake efforts to file a prospectus to qualify the
distribution of the other security;

“specified asset-backed security” means a security that

@) is primarily serviced by the cash flows of a discrete pool of receivables or
other financial assets, either fixed or revolving, that by their terms convert into cash Within
a finite time, and any rights or assets designed to assure the servicing (Q ly
distribution of proceeds to securityholders, and (l/

(b) by its terms entitles an investor in that security to a return o 'ésiﬁvestment
of that investor at or by a time established by or determinable b%e rence to an
agreement, except as a result of losses incurred on, or the non@g rmance of, the
financial assets;

“specified dealer” means a dealer other than a dealeN@ose activities as a dealer
are restricted by the terms of its registration to one or both

(@) acting solely in respect of mutual fund Qties,

(b) acting solely in respect of transagbq in which a person registered in the
category of exempt market dealer in ajurisd'(éll/ is permitted to engage;

“specified derivative” means ar}{r%tfument, agreement or security, the market
price, value or payment obligations Qf which are derived from, referenced to or based on

an underlying interest, other tha@
(@) aconventional @/ertible security,

(b) a specifi@et-backed security,
(c) an iQQ‘participation unit,
(d) ém/ernment or corporate strip bond,

(@2 a capital, equity dividend or income share of a subdivided equity or fixed
inco urity,

\s )] a conventional warrant or right, or
(9) a special warrant;
“standardized future” means an agreement traded on a futures exchange pursuant

to standardized conditions contained in the by-laws, rules or regulations of the futures
exchange, and cleared by a clearing corporation, to do one or more of the following at a
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price established by or determinable by reference to the agreement and at or by a time
established by or determinable by reference to the agreement:

1. Make or take delivery of the underlying interest of the agreement.
2. Settle the obligation in cash instead of delivery of the underlying interest;

“sub-custodian” means, for an investment fund, an entity that has been app ed
to hold portfolio assets of the investment fund by either the custodian or a sub- CQ

of the investment fund; (1/
“swap” means an agreement that provides for QD\ o
(@) an exchange of principal amounts, é
(b) the obligation to make, and the right to receive, yments based upon
the value, level or price, or on relative changes or movemen e value, level or price,

of one or more underlying interests, which payments may%netted against each other,
or

(c) the right or obligation to make, and &%]ght or obligation to receive, physical
delivery of an underlying interest instead oft payments referred to in paragraph

(b);

“synthetic cash” means a positi %é’t in aggregate provides the holder with the
economic equivalent of the return o a banker's acceptance accepted by a bank listed in
Schedule | of the Bank Act (L.C.Q&Vch. 46) and that consists of

(@ along position @portfolio of shares and a short position in a standardized
future of which the under Mgnterest consists of a stock index, if

0] QT is a high degree of positive correlation between changes in the
value of the portf shares and changes in the value of the stock index, and

il the ratio between the value of the portfolio of shares and the
standardi ure is such that, for any change in the value of one, a change of similar
magnitt@ ccurs in the value of the other,

) a long position in the evidences of indebtedness issued, or fully and
nditionally guaranteed as to principal and interest, by any of the government of
Canada or the government of a jurisdiction and a short position in a standardized future
of which the underlying interest consists of evidences of indebtedness of the same issuer
and same term to maturity, if
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0] there is a high degree of positive correlation between changes in the
value of the portfolio of evidences of indebtedness and changes in the value of the
standardized future, and

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

(c) a long position in securities of an issuer and a short positi@ln\ a
standardized future of which the underlying interest is securities of that issuer,d‘ll( ratio
between the value of the securities of that issuer and the position in the standardized
future is such that, for any change in the value of one, a change of Sirl'l%}\
occurs in the value of the other; &

magnitude

“underlying interest” means, for a specified derivative, t urity, commodity,
financial instrument, currency, interest rate, foreign exchang @ economic indicator,
index, basket, agreement, benchmark or any other referenc@ erest or variable, and, if
applicable, the relationship between any of the foregoing, frgh, to or on which the market
price, value or payment obligation of the specified tive is derived, referenced or
based; and K

“underlying market exposure” means, f@p sition of an investment fund in
(@) an option, the quantity of etlﬂqderlying interest of the option position

multiplied by the market value of one urp'\ the underlying interest, multiplied, in turn, by
the delta of the option, \/

(b)  a standardized or forward contract, the quantity of the underlying
interest of the position multipl y the current market value of one unit of the underlying
interest; or

(© a swa%%mderlying market exposure, as calculated under paragraph (b),
for the long positiQ e investment fund in the swap.
Z,

Decision 20013C40209, 1.1; M.O. 2004-02, s. 2; M.O. 2005-06, ss. 1, 11 and 12;
M.O. Z(@, . 1; M.O. 2008-06, ss. 2 and 13; M.O. 2008-13, s. 1; M.O. 2009-05, s. 1;

M.O. 2 4 s. 1: M.O. 2012-06, s. 1: M.O. 2013-09, s. 1: M.O. 2013-24, s. 1:
M.o.ée ‘04, s. 2: M.O. 2017-03, a. 1.

1‘.& Application

(1)  This Regulation applies only to

(@) amutual fund that offers or has offered securities under a prospectus for so
long as the mutual fund remains a reporting issuer;
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(a.1) anon-redeemable investment fund that is a reporting issuer; and

(b)  aperson in respect of activities pertaining to an investment fund referred to
in paragraphs (a) and (a.l) or pertaining to the filing of a prospectus to which
subsection 3.1(1) applies.

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

(3) Despite subsection (1), in Québec, in respect of investment funds organiz 'bn er
an Act to establish the Fonds de solidarité des travailleurs du Québec (F.T.Q apter
F-3.2.1), an Act to establish Fondaction, le Fonds de développement de la Confédération
des syndicats nationaux pour la coopération et I'emploi (chapter F-3m§,\ or an Act
constituting Capital régional et coopératif Desjardins (chapter C-GQ), e following

requirements apply: 0%

(b) Part 6; ?gcg
O

(@) sections 2.12 t0 2.17;

(c) Part 15, except for paragraph 15.8(2)(B)s

d)  Part 19; (19'\
(e) Part 20. %\

(4) For greater certainty, in British Columbia, if a provision of this Regulation conflicts
or is inconsistent with a provisi ﬁ\'ﬁe Employee Investment Act (British Columbia),
(R.S.B.C. 1996 chapter ]Q%r the Small Business Venture Capital Act
(British Columbia), (R.S.B. 996, chapter 429), the provision of the Employee
Investment Act or the Srw siness Venture Capital Act, as the case may be, prevails.

Decision 2001-C-02002.2; M.O. 2005-06, s. 11; M.O. 2008-06, s. 13; M.O. 2012-06,
s. 38; M.O. 2014-@4,s. 3.

1.3. Inter;ééﬂon
J

(2) .'@ section, part, class or series of a class of securities of an investment fund
thati able to a separate portfolio of assets is considered to be a separate investment
f of purposes of this Regulation.

(2)  An investment fund that renews or extends a securities lending, repurchase or

reverse repurchase transaction is entering into a securities lending, repurchase or reverse
repurchase agreement for the purposes of section 2.12, 2.13 or 2.14.
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(3) (paragraph repealed).

Decision 2001-C-0209, 1.3; M.O. 2005-06, s. 11; M.O. 2012-06, s. 2; M.O. 2014-04, s. 80.
PART 2 INVESTMENTS

2.1. Concentration Restriction

(1) A mutual fund must not purchase a security of an issuer, enter into a %&ned

derivatives transaction or purchase index participation units if, immediatelf:g r the
transaction, more than 10% of its net asset value would be invested in segurities of any
\

issuer. QD

(2) Subsection (1) does not apply to the purchase of any of the f@ng:
(@)  agovernment security; Cg
(b) a security issued by a clearing corporation; ?\

(© a security issued by a mutual fund if t rchase is made in accordance
with the requirements of section 2.5; '<\

(d)  anindex participation unit that Qecurity of a mutual fund;

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

3) In determining a mutu s compliance with the restrictions contained in this
section, the mutual fund mu each long position in a specified derivative that is held
by the mutual fund for purfpQses other than hedging and for each index participation unit
held by the mutual fu&nsider that it holds directly the underlying interest of that
specified derivative proportionate share of the securities held by the issuer of the

index participatioQ :

4) Desp';%bsection (3), the mutual fund must not include in the determination

referred bsection (3) a security or instrument that is a component of, but that
represe@ ss than 10% of

® ) astock or bond index that is the underlying interest of a specified derivative;
0

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

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

Decision 2001-C-0209, 2.1; M.O. 2004-02, s. 3; M.O. 2012-06, s. 3; M.O. 2014-04, ss. 4
and 81.

2.2. Control Restrictions

Q

(1)  Aninvestment fund must not purchase a security of an issuer Q

(@) if, immediately after the purchase, the investment fund would oId(sL'curities
representing more than 10% of QD o

0] the votes attaching to the outstanding voting se@%es of the issuer;
or

(i) the outstanding equity securities of the i«@er; or
(b)  for the purpose of exercising control O\K@X;nagement of, the issuer.
(1.1) Subsection (1) does not apply to the purc 6\e of any of the following:

(@) a security issued by an invﬂ&nt fund if the purchase is made in

accordance with section 2.5; .

(b) an index participation @%at is a security of an investment fund.

(2) If an investment fund a@zg a security of an issuer other than as the result of a
purchase, and the acquisitis\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 a nt no later than 90 days after the acquisition, reduce its
holdings of those SGQ:@S so that it does not hold securities exceeding those limits.

3) In detegmining its compliance with the restrictions contained in this section, an
investment f ust

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

) consider that it holds directly the underlying securities represented by any
Anjerican depositary receipts held by it.

Decision 2001-C-0209, 2.2; M.O. 2004-02, s. 4; M.O. 2012-06, s. 4; M.O. 2014-04, s. 6.
2.3. Restrictions Concerning Types of Investments

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

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

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

(e) purchase gold or a permitted gold certificate if, |mmed|a§$d(lﬁer the
purchase, more than 10% of its net asset value would be made up of gol "permitted
gold certificates;

() except to the extent permitted by paragraphs &@ (e), purchase a

physical commodity;

(9) purchase, sell or use a specified derivative r than in compliance with
sections 2.7 to 2.11; O

(h) purchase, sell or use a specified d rﬂ@tive the underlying interest of which
is s&
(1) a physical commodi?io/t(hl(r than gold, or

(i) a specified derKa} of which the underlying interest is a physical
commodity other than gold; or Q‘

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

2 A non-red@me investment fund must not do any of the following:

@) Q?ehase real property;

(@ purchase a mortgage, other than a guaranteed mortgage;

) purchase an interest in a loan syndication, or loan participation, if the
ptaehase would require the non-redeemable investment fund to assume any
responsibilities in administering the loan in relation to the borrower.

Decision 2001-C-0209, 2.3; M.O. 2012-06, s. 5; M.O. 2014-04, s. 6.

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

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

(3) If more than 15% of the net asset value of a mutual fund is made up of illiquid
assets, the mutual fund must, as quickly as is commercially reasonable, t all
necessary steps to reduce the percentage of its net asset value made up of iIquu@s ts
to 15% or less. (l/

Decision 2001-C-0209, 2.4; M.O. 2012-06, s. 6; M.O. 2014-04, s. 81. QS\"
2.5. Investments in Other Investment Funds

(2) For the purposes of this section, an investment fund |s Qered to be holding a
security of another investment fund if

@) it holds securities issued by the other in @1?: fund; or

(b) it is maintaining a position in a sp d derivative for which the underlying
interest is a security of the other investment fu@\

(2)  An investment fund must not pur or hold a security of another investment
fund unless,

Mutual fund, the other investment fund is a mutual
fund that is subject to this ation and offers or has offered securities under a
simplified prospectus in ac nce with Regulation 81-101 respecting Mutual Fund
Prospectus Disclosure (c@t rv-1.1, r. 38);

@) if the investment fu

(a.1) ifthe Q@nent fund is a non-redeemable investment fund, one or both of
the following apply"

@ the other investment fund is subject to this Regulation;

Q (i) the other investment fund complies with the provisions of this
applicable to a non-redeemable investment fund;

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

(c) if the investment fund is a mutual fund, the investment fund and the other
investment fund are reporting issuers in the local jurisdiction;
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(c.1) if the investment fund is a non-redeemable investment fund, the other
investment fund is a reporting issuer in a jurisdiction in which the investment fund is a
reporting issuer;

(d) no management fees or incentive fees are payable by the investment fund
that, to a reasonable person, would duplicate a fee payable by the other investment fund
for the same service;

(e) no sales fees or redemption fees are payable by the investmen@ in
relation to its purchases or redemptions of the securities of the other investn‘@t6 nd if
the other investment fund is managed by the manager or an affiliate or as'i‘{cia of the
manager of the investment fund; and QD o

)] no sales fees or redemption fees are payable by th {%estment fund in
relation to its purchases or redemptions of securities of the other 4 ment fund that, to
a reasonable person, would duplicate a fee payable by an inves@ the investment fund.
3) Paragraphs (2)(a), (a.1), (c) and (c.1) do not apply i security

(@) is an index participation unit issued B{é&estment fund; or
government of a foreign jurisdiction and the means by which the foreign jurisdiction

permits investment in the securities of issuers’of that foreign jurisdiction is through that
type of investment fund. y\ij/‘

4) Paragraph (2)(b) does no@/ if the other investment fund

(@) is a clone fundvg

(b) in accor@vith this section purchases or holds securities

0] a money market fund; or

(b) is issued by another investmenﬁtﬁd established with the approval of the

@ that are index participation units issued by an investment fund.

agraphs (2)(e) and (f) do not apply to brokerage fees incurred for the purchase
or safes0f-an index participation unit issued by an investment fund.

(b)\s An investment fund that holds securities of another investment fund that is
managed by the same manager or an affiliate or associate of the manager

@) must not vote any of those securities; and
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(b) may, if the manager so chooses, arrange for all of the securities it holds of
the other investment fund to be voted by the beneficial holders of securities of the
investment fund.

(7)  The investment fund conflict of interest investment restrictions and the investment
fund conflict of interest reporting requirements do not apply to an investment fund which
purchases or holds securities of another investment fund if the purchase or holding is
made in accordance with this section. '<\

Decision 2001-C-0209, 2.5; M.O. 2004-02, s. 5; M.O. 2012-06, s. 6; M.O. 2014’-‘@5. 7.

2.6. Investment Practices (b o

An investment fund must not é

(@) in the case of a mutual fund, borrow cash or pro i@Qecurity interest over
any of its portfolio assets unless

0] the transaction is a temporary :@ re to accommodate requests
for the redemption of securities of the mutual fund w e mutual fund effects an orderly
liquidation of portfolio assets, or to permit the m | fund to settle portfolio transactions
and, after giving effect to all transactions L@d ken under this subparagraph, the
outstanding amount of all borrowings of the(?T/ al fund does not exceed 5% of its net
asset value at the time of the borrowing;%\

(i) the security interest 1S required to enable the mutual fund to effect a
specified derivative transaction g %rfsale of securities under this Instrument, is made
in accordance with industry %e for that type of transaction and relates only to
obligations arising under the@cular specified derivatives transaction or short sale;

@ii) th rity interest secures a claim for the fees and expenses of the
custodian or a sub- ian of the mutual fund for services rendered in that capacity as
permitted by subsQ n 6.4(3); or

in the case of an exchange-traded mutual fund that is not in
ribution, the transaction is to finance the acquisition of its portfolio
d the outstanding amount of all borrowings is repaid on the closing of its
c offering;

continuo
securiti
initia

\s (b) in the case of a mutual fund, purchase securities on margin, unless
permitted by section 2.7 or 2.8;

(c) in the case of a mutual fund, sell securities short other than in compliance
with section 2.6.1, unless permitted by section 2.7 or 2.8;
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(d) purchase a security, other than a specified derivative, that by its terms may
require the investment fund to make a contribution in addition to the payment of the
purchase price;

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

() lend cash or portfolio assets other than cash; '<\
(9) guarantee securities or obligations of a person; or (19
(h) purchase securities other than through market facilities thro Rich these

securities are normally bought and sold unless the purchase pricagph)E ximates the
prevailing market price or the parties are at arm’s length in Gis ction with the

transaction.

Decision 2001-C-0209, 2.6: M.O. 2005-06, s. 11: M.O. 2008-@5 13: M.O. 2012-06, s. 6:
M.O. 2014-04, s. 8. ?“

2.6.1. Short Sales &O

(1) A mutual fund may sell a security short'Q/\

(@) the security sold shortis s f(grlfash;

(b) the security sold shor@%f any of the following:

0] a securit)Q the mutual fund is otherwise not permitted by
securities legislation to purck?i at the time of the short sale transaction;

(i) a@d asset;

(i) security of an investment fund other than an index participation

unit; and %

(C)Qg)the time the mutual fund sells the security short

O 0] the mutual fund has borrowed or arranged to borrow from a
wing agent the security that is to be sold under the short sale;

b\

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

(i)  the aggregate market value of all securities sold short by the mutual
fund does not exceed 20% of the net asset value of the mutual fund.
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(2) A mutual fund that sells securities short must hold cash cover in an amount that,
together with portfolio assets deposited with borrowing agents as security in connection
with short sales of securities by the mutual fund, is at least 150% of the aggregate market
value of all securities sold short by the mutual fund on a daily mark-to-market basis.

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

N
M.O. 2012-06, s. 6. (19

2.7. Transactions in Specified Derivatives for Hedging anddg}ﬁ‘-hedging

Purposes &

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

apply:
@) in the case of an option, the option is a/{@xcorporation option;
(b)  the option, debt-like security, swap _@ncontract, has a designated rating;

(c) the equivalent debt of the cour@rty, or of a person or company that has
fully and unconditionally guaranteed the @bligations of the counterparty in respect of the
option, debt-like security, swap or contr)sQ 1as a designated rating.

(2) If the credit rating of an o@!ﬁat is not a clearing corporation option, the credit
rating of a debt-like security, SVQ rforward contract, or the credit rating of the equivalent
debt of the writer or guaran?\ f 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 fun@nutual fund must take the steps that are reasonably required
to close out its posit] he option, debt-like security, swap or contract in an orderly and
timely fashion.

3) Desp@y other provisions contained in this Part, a mutual fund may enter into
a trade t out all or part of a position in a specified derivative, in which case the
cash c eld to cover the underlying market exposure of the part of the position that
is cl ut may be released.

(28\% The mark-to-market value of the exposure of a mutual fund under its specified
derivatives positions with any one counterparty other than an acceptable clearing
corporation or a clearing corporation that clears and settles transactions made on a
futures exchange listed in Appendix A, calculated in accordance with subsection (5), must
not exceed, for a period of 30 days or more, 10% of the net asset value of the mutual
fund.
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(5)  The mark-to-market value of specified derivatives positions of a mutual fund with
any one counterparty must be, for the purposes of subsection (4),

€) if the mutual fund has an agreement with the counterparty that provides for
netting or the right of set-off, the net mark-to-market value of the specified derivatives
positions of the mutual fund; and

(b) in all other cases, the aggregated mark-to-market value of the spg{\ed
derivative positions of the mutual fund.

Decision 2001-C-0209, 2.7; M.O. 2008-06, s. 13; M.O. 2012-06, s. 7; M.O. 01(3)69, S. 2;

M.O. 2014-04, s. 81. QD
2.8. Transactions in Specified Derivatives for Purposes Othe% Hedging
(1) A mutual fund must not Cg
(@) purchase a debt-like security that has an op component or an option,

unless, immediately after the purchase, not more tha % of its net asset value would
be made up of those instruments held for purposes 6& han hedging;

(b)  write a call option, or have outs@&w a written call option, that is not an
option on futures unless, as long as the po&% emains open, the mutual fund holds

0] an equivalent quan@f‘the underlying interest of the option,

(i) a right or on, exercisable at any time that the option is
exercisable, to acquire an eq %quamlty of the underlying interest of the option, and
cash cover that, together WV@&I’QIH 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 s@ce of the option, or

(i) % combination of the positions referred to in subparagraphs (i) and (i)
that is suff|C|e ut recourse to other assets of the mutual fund, to enable the mutual
fund to satis bligations to deliver the underlying interest of the option;

( 2 write a put option, or have outstanding a written put option, that is not an
optlo utures, unless, as long as the position remains open, the mutual fund holds

\% (1) a right or obligation, exercisable at any time that the option is
exercisable, to sell an equivalent quantity of the underlying interest of the option, and
cash cover in an amount that, together with margin on account for the position, is not less
than the amount, if any, by which the strike price of the option exceeds the strike price of
the right or obligation to sell the underlying interest,
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(i) cash cover that, together with margin on account for the option
position, is not less than the strike price of the option, or

(i)  acombination of the positions referred to in subparagraphs (i) and (ii)
that is sufficient, without recourse to other assets of the mutual fund, to enable the mutual
fund to acquire the underlying interest of the option;

(d) open or maintain a long position in a debt-like security that has a com dﬁent
that is a long position in a forward contract, or in a standardized future or forward ct,
unless the mutual fund holds cash cover in an amount that, together with
account for the specified derivative and the market value of the specified defivatiVve, is not
less than, on a daily mark-to-market basis, the underlying market ea?;&me of the
specified derivative; &

(e) open or maintain a short position in a standard@uture or forward
contract, unless the mutual fund holds

0] an equivalent quantity of the underl interest of the future or

contract,
<O

(i) a right or obligation to cﬁ\gre an equivalent quantity of the
underlying interest of the future or contract i@\k& cover that together with margin on

account for the position is not less than the a t, if any, by which the strike price of the
right or obligation to acquire the underlying Mterest exceeds the forward price of the
contract, or N o

@iy a combinati(@%e positions referred to in subparagraphs (i) and (ii)

that is sufficient, without recou ther assets of the mutual fund, to enable the mutual
fund to deliver the underlyingyiterest of the future or contract; or

() enter int@aintain, a swap position unless

0] r periods when the mutual fund would be entitled to receive
payments undef the swap, the mutual fund holds cash cover in an amount that, together
with margin %ount for the swap and the market value of the swap, is not less than,
ona dailng)-to-market basis, the underlying market exposure of the swap; and

O (i) for periods when the mutual fund would be required to make
p{@e ts under the swap, the mutual fund holds

(A) an equivalent quantity of the underlying interest of the swap,
(B) aright or obligation to acquire an equivalent quantity of the
underlying interest of the swap and cash cover that, together with margin on account for

the position, is not less than the aggregate amount of the obligations of the mutual fund
under the swap, or
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(C) a combination of the positions referred to in clauses (A)
and (B) that is sufficient, without recourse to other assets of the mutual fund, to enable
the mutual fund to satisfy its obligations under the swap.

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

Decision 2001-C-0209, 2.8; M.O. 2012-06, s. 8; M.O. 2014-04, s. 81. \:L
2.9. Transactions in Specified Derivatives for Hedging Purpose&‘b

(1) Sections 2.1, 2.2, 2.4 and 2.8 do not apply to the use of specified derivatives by a
mutual fund for hedging purposes.

(2)  Section 2.2 does not apply to the use of specified de@/es by a non-redeemable
investment fund for hedging purposes.

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

2.10. Adviser Requirements (19

(1) If a portfolio adviser of an inveatm t fund receives advice from a non-resident
sub-adviser concerning the use of ogtions or standardized futures by the investment fund,

the investment fund must not investN¥Or use options or standardized futures unless

(@ the obligations?]g duties of the non-resident sub-adviser are set out in a
written agreement with tr@) tfolio adviser; and

(b) the p adviser contractually agrees with the mutual fund to be
responsible for a S that arises out of the failure of the non-resident sub-adviser

@ to exercise the powers and discharge the duties of its office honestly,
in good faQ~ in the best interests of the investment fund, and
O (i) to exercise the degree of care, diligence and skill that a reasonably
pu\@n person would exercise in the circumstances.
(2)  Aninvestment fund must not relieve a portfolio adviser of the investment fund from
liability for loss for which the portfolio adviser has assumed responsibility under

paragraph (1)(b) that arises out of the failure of the relevant non-resident sub-adviser

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

(3) Despite subsection 4.4(3), an investment fund may indemnify a portfolio adviser
against legal fees, judgments and amounts paid in settlement, actually and reasonably
incurred by that person in connection with services provided by a non-resident sub-
adviser for which the portfolio adviser has assumed responsibility under paragraph be),

only if Q
(@) those fees, judgments and amounts were not incurred as &r{elﬁlt of a
breach of the standard of care described in subsection (1) or (2); and (b

(b) the investment fund has reasonable grounds to beli ,%ﬁat the action or
inaction that caused the payment of the fees, judgments and am paid in settlement
was in the best interests of the investment fund. 0(9

(4) An investment fund must not incur the cost of any p%’@n of liability insurance that
insures a person for a liability except to the extent tha @o rson may be indemnified for
that liability under this section.

Decision 2001-C-0209, 2.10; M.O. 2008-06, S@LO. 2014-04, ss. 10 and 81.

2.11. Commencement of Use of Sp ifltelfDerivatives and Short Selling by an
Investment Fund y\l/‘

(1)  An investment fund that @{used specified derivatives must not begin using
specified derivatives, and angm¥estment fund that has not sold a security short in
accordance with section 2.6. st not sell a security short, unless,

(@) in the@ mutual fund, other than an exchange-traded mutual fund

that is not in contin stribution, its prospectus contains the disclosure required for a
mutual fund inten t0 engage in the activity;

(a.1) @(e case of an exchange-traded mutual fund that is not in continuous
distributioq; a non-redeemable investment fund, the investment fund issues a news
release@ contains both of the following:

al fund that is not in continuous distribution, or a non-redeemable investment fund,
intending to engage in the activity;

rh§< 0] the disclosure required in a prospectus for an exchange-traded

(i) the date on which the activity is intended to begin; and

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

(2) A mutual fund, other than an exchange-traded mutual fund that is not in continuous
distribution, is not required to provide the notice referred to in paragraph (1)(b) if each
prospectus of the mutual fund since its inception has contained the disclosure referred to

in paragraph (1)(a). /\

(3)  Subsection (1) does not apply to an exchange-traded mutual fund thatg t'in
continuous distribution, or to a non-redeemable investment fund, if each prosfa6 us of
the investment fund filed since its inception has contained the disclosure ,\fe d to in
paragraph (1)(a.l).

Decision 2001-C-0209, 2.11; M.O. 2012-06, s. 10; M.O. 2014-04, s.(é.&
2.12. Securities Loans Cﬁ

(2) Despite any other provision of this Regulation, an in?gment fund may enter into
a securities lending transaction as lender if the followi nditions are satisfied for the
transaction:

1. The transaction is administered @l\s\upervised in the manner required by
sections 2.15 and 2.16. (L

2. The transaction is made ){rme? a written agreement that implements the
requirements of this section. \/

3. Securities are Io&y the investment fund in exchange for collateral.
4. The securiti aransferred, either by the investment fund or to the

investment fund as col , as part of the transaction are immediately available for good
delivery under appli egislation.

Q/%Ilateral to be delivered to the investment fund at the beginning of the
transactlon

(@) is received by the investment fund either before or at the same time

as |t rs the loaned securities; and
\% (b) has a market value equal to at least 102% of the market value of the
loaned securities.
6. The collateral to be delivered to the investment fund is one or more of
(@ cash;
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(b)  qualified securities;

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

that is not the counterparty, or an affiliate of the counterparty, of the investme in

the transaction, if evidences of indebtedness of the Canadian financial institutiml/ tare

rated as short term debt by a designated rating organization or its DRO awat have a
N

(d) irrevocable letters of credit issued by a Canadian financial @on

designated rating. OD
7. The collateral and loaned securities are marked to mar&é%\m each business
day, and the amount of collateral in the possession of the invest nd is adjusted on

each business day to ensure that the market value of collater I@% ained by the mutual
fund in connection with the transaction is at least 102% of th%a et value of the loaned
securities.

8. If an event of default by a borrower oc e investment fund, in addition
to any other remedy available under the agreem K\r appllcable law, has the right under
the agreement to retain and dispose of the coléa to the extent necessary to satisfy its
claims under the agreement.

9. The borrower is required W, promptly to the investment fund amounts
equal to and as compensation for idends and interest paid, and all distributions
made, on the loaned securities dql%«ﬁe term of the transaction.

10. The transactlovw “securities lending arrangement” under section 260 of
the ITA.

11. Thei ent fund is entitled to terminate the transaction at any time and
recall the Ioaned%%'rmes within the normal and customary settlement period for
securities Iend% nsactions in the market in which the securities are lent.

12 mediately after the investment fund enters into the transaction, the
aggr arket value of all securities loaned by the investment fund in securities
Iendlé sactions and not yet returned to it or sold by the investment fund in repurchase

ions under section 2.13 and not yet repurchased does not exceed 50% of the net

value of the investment fund.

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

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

(c) a combination of the securities referred to in paragraphs (a) and (b).
(3)  Aninvestment fund, during the term of a securities lending transaction, must hold

all, and must not invest or dispose of any, non-cash collateral delivered to it as col af\ral
in the transaction. Q

Decision 2001-C-0209, 2.12; M.O. 2005-06, s. 11; M.O. 2013-09, s. 3; .0:1614-04,

s. 12. QD

2.13. Repurchase Transactions é

(2) Despite any other provision of this Regulation, an inve @fund may enter into
a repurchase transaction if the following conditions are satis‘@ or the transaction:

1. The transaction is administered and su @s d in the manner required by
sections 2.15 and 2.16. '{

2. The transaction is made under@en agreement that implements the
requirements of this section. (L
3. Securities are sold for cas Ae investment fund, with the investment fund

assuming an obligation to repurchase the'securities for cash.

4. The securities tr %ed by the investment fund as part of the transaction
are immediately available fo@d delivery under applicable legislation.

5. The cas@ delivered to the investment fund at the beginning of the

transaction Q‘

is received by the investment fund either before or at the same time
as it deliver old securities; and

Qz (b) is in an amount equal to at least 102% of the market value of the sold
secu

% 6. The sold securities are marked to market on each business day, and the
amount of sale proceeds in the possession of the investment 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% of the market value of the sold securities.

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

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

9. The transaction is a “securities lending arrangement” under section ?i\of

the ITA.
e (l(Q
or

10. The term of the repurchase agreement, before any extensiq&3 enewal
that requires the consent of both the investment fund and the purchasab is"not more

than 30 days. &

11. Immediately after the investment fund enters in transaction, the
aggregate market value of all securities loaned by the inveét t fund in securities
lending transactions under section 2.12 and not yet returned tQ Iyor sold by the investment
fund in repurchase transactions and not yet repurchased d&&not exceed 50% of the net
asset value of the investment fund. O

(2) A mutual fund may hold cash delivered to K\$s consideration for sold securities in
a repurchase transaction or may use the cash 'bu chase

(@) qualified securities havin aq(emaining term to maturity no longer
than 30 days; )El/‘

(b)  securities under a r@e’ repurchase agreement permitted by section 2.14;

N R

(c) a combinati f the securities referred to in paragraphs (a) and (b).

Decision 2001-C-OZ@913; M.O. 2005-06, s. 11; M.O. 2014-04, s. 13.

2.14. ReversQR/gurchase Transactions

(1) Dng)any other provision of this Regulation, an investment fund may enter into
a reve@ epurchase transaction if the following conditions are satisfied for the
trans{g :

\s 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. Quialified securities are purchased for cash by the investment fund, with the
investment fund assuming the obligation to resell them for cash.

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

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

transaction '<\

(@) are received by the investment fund either before or at the 6@ time
as it delivers the cash used by it to purchase those securities; and

\
(b) have a market value equal to at least 102% of th&gg paid for the
securities by the investment fund. %

6. The purchased securities are marked to market gﬁ business day, and
either the amount of cash paid for the purchased securities@ e amount of purchased
securities in the possession of the seller or the investm?b und is adjusted on each
business day to ensure that the market value of sed securities held by the
investment fund in connection with the transaction i ss than 102% of the cash paid
by the investment fund.

N
7. If an event of default by a selleﬂ%urs, 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 p q:i)a'sed securities delivered to it by the seller to
the extent necessary to satisfy its chs under the agreement.

8. The transaction | securities lending arrangement” under section 260 of
the ITA. ?\

9. The tern@e reverse repurchase agreement, before any extension or
renewal that requir onsent of both the seller and the investment fund, is not more

than 30 days.
X

Decision 20@209, 2.14; M.O. 2005-06, s. 11; M.O. 2014-04, s. 14.

2.15. at for Securities Lending, Repurchase and Reverse Repurchase
Tran ns

(IX The manager of an investment fund must appoint an agent or agents to act on
behalf of the investment fund to administer the securities lending and repurchase
transactions entered into by the investment fund.

(2) The manager of an investment fund may appoint an agent or agents to act on

behalf of the investment fund to administer the reverse repurchase transactions entered
into by the investment fund.
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3) The custodian or a sub-custodian of the investment fund must be the agent
appointed under subsection (1) or (2).

(4)  The manager of an investment fund must not authorize an agent to enter into a
securities lending, repurchase or, if applicable, reverse repurchase transactions on behalf
of the investment fund until the agent enters into a written agreement with the manager
and the investment fund in which

€) the investment fund and the manager provide instructions to tha\;%nt on
the parameters to be followed in entering into the type of transactions ,to which the
agreement pertains; 0.;\

@the standard of
tions entered into
;and

(b)  the agent agrees to comply with this Regulation, ac
care referred to in subsection (5) and agrees to ensure that all tran
by it on behalf of the investment fund will comply with this Regulati

(©) the agent agrees to provide to the investment and the manager regular,
comprehensive and timely reports summarizing the i @n nt fund’s securities lending,
repurchase and reverse repurchase transactions, a cable.

(5) An agent appointed under this sectio {?\ dministering the securities lending,
repurchase and, if applicable, reverse repué%se transactions of the investment fund
must exercise the degree of care, diligepce and skill that a reasonably prudent person
would exercise in the circumstances. y{i/"

Decision 2001-C-0209, 2.15; M.@%-OG, s. 11; M.O. 2014-04, s. 15.
2.16. Controls and Recort??

(1)  Aninvestment @ all not enter into transactions under sections 2.12, 2.13 or

2.14 unless, Q‘

(@) for framsactions to be entered into through an agent appointed under section
2.15,them has reasonable grounds to believe that the agent has established and
maintain priate internal controls and procedures and records; and

%@ for reverse repurchase transactions directly entered into by the investment
f without an agent, the manager has established and maintains appropriate internal
coQtrols, procedures and records.

(2)  The internal controls, procedures and records referred to in subsection (1) shall
include

€)) a list of approved borrowers, purchasers and sellers based on generally
accepted creditworthiness standards;
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(b) as applicable, transaction and credit limits for each counterparty; and
(© collateral diversification standards.

(3) The manager of an investment fund shall, on a periodic basis not less frequently
than annually,

@) review the agreements with any agent appointed under section%}/oéto
determine if the agreements are in compliance with this Regulation; (1/

(b) review the internal controls described in subsection (2) a'%§néure their

continued adequacy and appropriateness; &

(c) make reasonable enquiries as to whether the a %administering the
securities lending, repurchase or reverse repurchase transacti the mutual fund in a
competent and responsible manner, in conformity with the requitgments of this Regulation
and in conformity with the agreement between the agent,wre manager and the mutual
fund entered into under subsection 2.15(4); O

(d) review the terms of any agreemenl’\etween the investment fund and an
agent entered into under subsection 2.15(4)®rder to determine if the instructions
provided to the agent in connection with th urities lending, repurchase or reverse
repurchase transactions of the investmel?T/u:\ continue to be appropriate; and

(e) make or cause to be ad'(};lny changes that may be necessary to ensure

that Q‘
0] the agre@nts with agents are in compliance with this Regulation,

(i) th@nal controls described in subsection (2) are adequate and

appropriate, Q‘

% the securities lending, repurchase or reverse repurchase
transactions e investment fund are administered in the manner described in
paragrap =and

%_‘O (iv)  the terms of each agreement between the investment fund and an
a{@ tered into under subsection 2.15(4) are appropriate.

Decision 2001-C-0209, 2.16; M.O. 2005-06, s. 11; M.O. 2014-04, s. 16.

2.17. Commencement of Securities Lending, Repurchase and Reverse
Repurchase Transactions by an Investment Fund
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(1) Aninvestment fund must not enter into securities lending, repurchase or reverse
repurchase transactions unless,

(@) in the case of a mutual fund, other than an exchange-traded mutual fund
that is not in continuous distribution, its prospectus contains the disclosure required for
mutual funds entering into those types of transactions;

(b) in the case of an exchange-traded mutual fund that is not in co%us

distribution or of a non-redeemable investment fund, the investment fund issue WS
release that contains both of the following: (1/

(1) the disclosure required in a prospectus for an ye-traded
mutual fund that is not in continuous distribution, or a non-redeemabl€ investment fund,
entering into those types of transactions; %

(i) the date on which the investment fund in Qo begin entering into
those types of transactions; and 5

(c) the investment fund provides to its secu @I ers, at least 60 days before
it begins entering into those types of transactions, W notice that discloses its intent
to begin entering into those types of transack& and the disclosure referred to in

paragraph (a) or (b), as applicable. Q

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

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

3) Paragraph (1)(c) does ?% ly to a mutual fund, other than an exchange-traded
filed since its inception c@ s the disclosure referred to in paragraph (1)(a).

(4) Subsection @s not apply to an exchange-traded mutual fund that is not in
continuous distribéé??or to a non-redeemable investment fund, if each prospectus of
the investmeny fund filed since its inception contains the disclosure referred to in
paragraph (@

Decisio &1-C-0209, 2.17; M.O. 2004-02, s. 6; M.O. 2012-06, s. 38; M.O. 2014-04,

S. 174
2\% Money Market Fund

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

(@) it has all of its assets invested in one or more of the following:
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0] cash;
(i) cash equivalents;

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

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

(A) the floating interest rate of the indebtedness G&et no
later than every 185 days, and '\ .

(B) the principal amount of the indebted%s will continue
to have a market value of approximately par at the time of each ch@e in the rate to be
paid to the holders of the evidence of indebtedness, or 0

@)

(v) securities issued by one or more@ney market funds;

(b) it has a portfolio of assets, e iNg a security described in
subparagraph (a)(v) with a dollar-weighted average 0 maturity not exceeding

() 180 days, and Q\

(i) 90 days wh qc(ulated on the basis that the term of a
floating rate obligation is the period re m@ to the date of the next rate setting;

(c) not less th %?% of its assets invested in accordance with
paragraph (a) are denominategrigi‘a currency in which the net asset value per security of
the mutual fund is calculate

@) it @t less than

5% of its assets invested in cash or readily convertible into
cash within on@ , and
Q; (i) 15% of its assets invested in cash or readily convertible into
cash wi ne week.

(% espite any other provision of this Regulation, a mutual fund that describes itself
a\ “money market fund” must not use a specified derivative or sell securities short.

(3) A non-redeemable investment fund must not describe itself as a “money market
fund”.

M.O. 2012-06, s. 11; M.O. 2013-09, s. 4; M.O. 2014-04, s. 18.
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PART 3 NEW MUTUAL FUNDS
3.1. Initial Investment in a New Mutual Fund
(1) A person must not file a prospectus for a newly established mutual fund unless

(@  aninvestment of at least $150,000 in securities of the mutual fund has been
made, and those securities are beneficially owned, before the time of filing by '<\

(1) the manager, a portfolio adviser, a promoter or a spo Q}f the

mutual fund,
2N

(i) the partners, directors, officers or securityholdjﬁna any of the
manager, a portfolio adviser, a promoter or a sponsor of the mutual@ y or

(i)  a combination of the persons referred togﬁq) ragraphs (i) and (ii);
or

(b)  the prospectus of the mutual fund state @t e mutual fund will not issue
securities other than those referred to in paragraph ess subscriptions aggregating
not less than $500,000 have been received by t utual fund from investors other than
the persons referred to in paragraph (a) and a I& d by the mutual fund.

(2) A mutual fund must not redeem a cu(r)& issued upon an investment in the mutual
fund referred to in paragraph (1)(a) unti@oo,ooo has been received from persons other
than the persons referred to in para%a/ph (1)(a).

Decision 2001-C-0209, 3.1, MQ%'OS-O& ss. 3 and 13; M.O. 2012-06, s. 38; M.O. 2014-

04, s. 19. W
3.2.  Prohibition Ag@)istribution

If a pros@s of a mutual fund contains the disclosure described in
paragraph 3. (0y, the mutual fund must not distribute any securities unless the
subscription cribed in that disclosure, together with payment for the securities
ave been received.

Deci 01-C-0209, 3.2; M.O. 2012-06, s. 38; M.O. 2014-04, s. 81.
3@ Prohibition Against Reimbursement of Organization Costs
(2) The costs of incorporation, formation or initial organization of a mutual fund, or of

the preparation and filing of any of the preliminary prospectus, preliminary annual
information form, preliminary fund facts document, initial prospectus, annual information
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form or fund facts document of the mutual fund must not be borne by the mutual fund or
its securityholders.

(2)  Subsection (1) does not apply to an exchange-traded mutual fund unless the fund
is in continuous distribution.

Decision 2001-C-0209, 3.3; M.O. 2010-14, s. 2; M.O. 2012-06, s. 12; M.O. 2014-04, s. 20.
PART 4 CONFLICTS OF INTEREST Q'\
4.1. Prohibited Investments (l/

)
(1) A dealer managed investment fund must not knowingly makeﬂ‘i—bestment ina
class of securities of an issuer during, or for 60 days after, the perio@ hich the dealer
manager of the investment fund, or an associate or affiliate of th er manager of the
investment fund, acts as an underwriter in the distribution o ities of that class of
securities, except as a member of the selling group distributi o or less of the securities
underwritten.

(2) A dealer managed investment fund must not'&@ingly make an investment in a
class of securities of an issuer of which a partnén, director, officer or employee of the
dealer manager of the investment fund, or a , director, officer or employee of an
affiliate or associate of the dealer manager partner, director or officer, unless the
partner, director, officer or employee %

(@) does not participate i th'e\formulation of investment decisions made on
behalf of the dealer managed in\Qﬁlm fund;

(b)  does not have@ess before implementation to information concerning
investment decisions ma@ behalf of the dealer managed investment fund; and

(c) does @qence, other than through research, statistical and other reports
generally availab lients, the investment decisions made on behalf of the dealer

managed invei@e t fund.

3) Su gt)ons (1) and (2) do not apply to an investment in a class of securities issued
or fully nconditionally guaranteed by the government of Canada or the government
of a jqui tion.

(A)g Subsection (1) does not apply to an investment in a class of securities of an issuer
if, at the time of each investment

(@) the independent review committee of the dealer managed investment fund

has approved the transaction under subsection 5.2(2) of Regulation 81-107 respecting
Independent Review Committee for Investment Funds (chapter V-1.1, r. 43);
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(b) in a class of debt securities of an issuer other than a class of securities
referred to in subsection (3), the security has been given, and continues to have, an
designated rating by a designated rating organization or its DRO affiliate;

(c) in any other class of securities of an issuer,

0] the distribution of the class of equity securities is made by prospectus
filed with one or more regulators, except in Québec, or securities regulatory author;t'r\éﬂin
Canada; and Q

(i) during the 60 day period referred to in subsection (1) trkh()éstment
is made on an exchange on which the class of equity securities of the |ssm3 ‘listed and
traded; and

(d) no later than the time the dealer managed mvestmg nd files its annual
financial statements, the manager of the dealer managed.i ent fund files the
particulars of each investment made by the dealer mana e@vestment fund during its
most recently completed financial year. %

(4.1) In paragraph (4)(b), “designated rating” hég\ e meaning ascribed to it in
Regulation 44-101 respecting Short Form Prospg{ﬂ{s Distributions (chapter V-1.1, r. 16).

(5)  The provisions of securities Iegislatioﬁl%t are referred to in Appendix C do not
apply with respect to an investment in a\clasS of securities of an issuer referred to in
subsection (4) if the investment is madw ccordance with that subsection.

Decision 2001-C-0209, 4.1; M.O 03, s. 2; M.O. 2012-06, s. 13; M.O. 2013-09, s. 5;
M.O. 2014-04, s. 21. Q

4.2. Self-Dealing
(1) Aninvestme must not purchase a security from, sell a security to, or enter
into a securltles ng, repurchase or reverse repurchase transaction under section

2.12,2.13 or ZQ/ ith, any of the following persons:

Q~ e manager, portfolio adviser or trustee of the investment fund.

% A partner, director or officer of the investment fund or of the manager,
p adviser or trustee of the investment fund.

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

4. A person, having fewer than 100 securityholders of record, of which a

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

Decision 2001-C-0209, 4.2; M.O. 2008-06, s. 13; M.O. 2014-04, ss. 80 and 81.

4.3. Exception
Q0

(1)  Section 4.2 does not apply to a purchase or sale of a security by an im(%ment
fund if the price payable for the security is:
b
@) not more than the ask price of the security as reporteﬁ%ny available
public quotation in common use, in the case of a purchase by the in@t ent fund; or

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

(2)  Section 4.2 does not apply to a purchase or salg @: lass of debt securities by an
investment fund from, or to, another investment fund wanaged by the same manager or
an affiliate of the manager, if, at the time of the tsa\ﬁﬁaction

(@ the investment fund is purcha&&wom, or selling to, another investment
fund to which Regulation 81-107 respectifig Independent Review Committee for
Investment Funds (chapter V-1.1, r. 43)3{%7193;

(b)  the independent rew \\gb(Smmittee of the investment fund has approved the
transaction under subsection of Regulation 81-107 respecting Independent Review
Committee for Investment F ;

(c) the tran complies with subsection 6.1(2) of Regulation 81-107
respecting Indepen eview Committee for Investment Funds.

Decision 2001Q—/0%09, 4.3; M.O. 2006-03, s. 3; M.O. 2014-04, s. 22.

4.4, Lian)and Indemnification

(2) agreement or declaration of trust by which a person acts as manager of an
i tment fund must provide that the manager is responsible for any loss that arises out
0 failure of the manager, or of any person retained by the manager or the investment
fund to discharge any of the manager’s responsibilities to the investment fund,

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

(2)  An investment fund must not relieve the manager of the investment fund from
liability for loss that arises out of the failure of the manager, or of any person retained by
the manager or the investment fund to discharge any of the manager’s responsibilities to
the investment fund,

(@) to exercise the powers and discharge the duties of its office hor@/}in
good faith and in the best interests of the investment fund, or (1/

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

(3)  An investment fund may indemnify a person providing se&&to it against legal
fees, jJudgments and amounts paid in settlement, actually and rdagenably incurred by that
person in connection with services provided by that person @e investment fund, if

(@ those fees, judgments and amounts n t incurred as a result of a
breach of the standard of care described in subsectig\ or (2); and

(b) the investment fund has reasonﬁgrounds to believe that the action or

inaction that caused the payment of the fee ments and amounts paid in settlement
was in the best interests of the investme% fund.
)

(4) An investment fund must not.Jncur the cost of any portion of liability insurance that
insures a person for a liability ex ﬁﬁ’the extent that the person may be indemnified for
that liability under this section.Q

(5) This section does ply to any losses to an investment fund or securityholder
arising out of an actio ction by any of the following:

@ a diQ%r'of the investment fund;

(b) todian or sub-custodian of the investment fund, except as set out in
subsectio :

(6) @ section applies to any losses to an investment fund or securityholder arising
ou@‘ n action or inaction by a custodian or sub-custodian acting as agent of the
in\ tment fund in administering the securities lending, repurchase or reverse repurchase
transactions of the investment fund.

Decision 2001-C-0209, 4.4; M.O. 2008-06, s. 13; M.O. 2014-04, s. 23.
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PART 5 FUNDAMENTAL CHANGES
5.1. Matters Requiring Securityholder Approval

(1)  The prior approval of the securityholders of an investment fund, given as provided
in section 5.2, is required before the occurrence of each of the following:

(@) the basis of the calculation of a fee or expense that is charged to’\he
investment fund or directly to its securityholders by the investment fund or its m rin
connection with the holding of securities of the investment fund is changed in that
could result in an increase in charges to the investment fund or to its secur' hoI ers;

(a.1) a fee or expense, to be charged to the investment fuo%h irectly to its
securityholders by the investment fund or its manager in connectloq?( the holding of
securities of the investment fund that could result in an incr n charges to the
investment fund or to its securityholders, is introduced;

(b) the manager of the investment fund is change@unless the new manager is
an affiliate of the current manager; O

(c) the fundamental investment objectivé\of the investment fund are changed;
(d) (paragraph revoked); (19

(e) the investment fund decrpéleé‘ the frequency of the calculation of its net
asset value per security; \/

() the investment fx.@mertakes a reorganization with, or transfers its assets
to, another issuer, if ?\

0] th stment fund ceases to continue after the reorganization or

transfer of assets;

L che transaction results in the securityholders of the investment fund
becoming s olders in the other issuer;

@1 the investment fund undertakes a reorganization with, or acquires assets
from, er issuer, if

\s 0] the investment fund continues after the reorganization or acquisition
of assets;

(i) the transaction results in the securityholders of the other issuer
becoming securityholders in the investment fund; and

(i)  the transaction would be a material change to the investment fund;
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(h) the investment fund implements any of the following:

(1) in the case of a non-redeemable investment fund, a restructuring into
a mutual fund;

(i) in the case of a mutual fund, a restructuring into a non-redeemable
investment fund,

(i)  arestructuring into an issuer that is not an investment fundl/Q

(2)  Aninvestment fund must not bear any of the costs or expenses a@gﬁa'ted 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, Ss@ .0. 2006-03, s. 4;
M.O. 2014-04, s. 24.

5.2.  Approval of Securityholders ?\
(2) Unless a greater majority is required b ’ﬁ\eoconstating documents of the
investment fund, the laws applicable to the inve t%ent fund or an applicable agreement,
the approval of the securityholders of the i ent fund to a matter referred to in
subsection 5.1(1) must be given by a resoluti ssed by at least a majority of the votes
cast at a meeting of the securityholders Qf th€ investment fund duly called and held to
consider the matter. y{i/‘

securities of an investment fu st vote separately as a class or series of a class on a

matter referred to in subsecti ) if that class or series of a class is affected by the

action referred to in subsegtion 5.1(1) in a manner different from holders of securities of
s@as

(2) Despite subsection (l)Wrs of securities of a class or series of a class of
(1

other classes or serie S.

(3) Despite sugm)n 5.1(1) and subsections (1) and (2), if the constating documents
of the investm d so provide, the holders of securities of a class or series of a class
of securities investment fund must not be entitled to vote on a matter referred to in

subsectiog®.4(1) if they, as holders of the class or series of a class, are not affected by
the acti ferred to in subsection 5.1(1).

[{@81’1 2001-C-0209, 5.2; M.O. 2014-04, s. 24.
5.3. Circumstances in Which Approval of Securityholders Not Required

(1) Despite subsection 5.1(1), the approval of securityholders of an investment fund is
not required to be obtained for a change referred to in paragraphs 5.1(1)(a) and (a.1)

€) if
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(1) the investment fund is at arm’s length to the person charging the fee
or expense 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 inve:;{ﬂgnt

fund; and Q
(i)  the notice referred to in subparagraph (i) is actw&l‘gent at
least 60 days before the effective date of the change; or QD o

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

0] the mutual fund is permitted by this Reg I@w 0 be described as a
“no-load” fund, 6

(i) the prospectus of the mutual fun @:X;es that securityholders will
be sent a written notice at least 60 days before the ef{eCtive date of a change that is to
be made that could result in an increase in charg}f\to the mutual fund; and

(i)  the notice referred to i@paragraph (i) is actually sent at least
60 days before the effective date of the c(bﬁng .
(2) Despite subsection 5.1(1), th ap'p\oval of securityholders of an investment fund is
not required to be obtained for a@ e referred to in paragraph 5.1(1)(f) if either of the
following paragraphs apply:

(@) allofthe foll@%apply:
0] @gdependent review committee of the investment fund has
[

approved the c e under subsection 5.2(2) of Regulation 81-107 respecting
Independent Rq'/e Committee for Investment Funds (chapter V-1.1, r. 43);

the investment fund is being reorganized with, or its assets are being
transfe 0, another investment fund to which this Regulation and Regulation 81-107
respecting Independent Review Committee for Investment Funds apply and that is
m@g d by the manager, or an affiliate of the manager, of the investment fund;

(i)  the reorganization or transfer of assets of the investment fund
complies with the criteria in paragraphs 5.6(1)(a), (b), (c), (d), (9), (h), (1), () and (k);

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

(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 fungﬁ:}is
being reorganized with, or its assets are being transferred to, a mutual fund th

(A)  amutual fund to which this Regulation and Regsh{ibn 81-107
respecting Independent Review Committee for Investment Funds ap%

(B) managed by the manager, or an aﬁil&@%‘ the manager, of
the investment fund;

(C)  notin default of any requiremer@securities legislation; and

(D) areporting issuer in the I&erisdiction and the mutual fund
has a current prospectus in the local jurisdiction;

(i) the transaction is a tax-d'i/%red transaction under subsection 85(1)

a4
(i)  the securities o@:e\nvestment fund do not give securityholders of
the investment fund the right to r that the investment fund redeem the securities;

of the ITA;

(iv)  since itﬁteption, there has been no market through which
securityholders of the im@ nt fund could sell securities of the investment fund;

(v) Q@ prospectus of the investment fund discloses that

Q(A) securityholders of the investment fund, other than the
r or an affiliate of the manager or promoter, will cease to be
of the investment fund within 30 months following the completion of the
iCvoffering by the investment fund; and

manager, p
securityh
initial p

(B) the investment fund will, within 30 months following the
c etion of the initial public offering of the investment fund, undertake a reorganization
with, or transfer its assets to, a mutual fund that is managed by the manager of the
investment fund or by an affiliate of the manager of the investment fund;

(vi)  the mutual fund bears none of the costs and expenses associated
with the transaction;
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(vii)  the reorganization or transfer of assets of the investment fund
complies with subparagraphs 5.3(2)(a)(i), (iv) and (v) and paragraphs 5.6(1)(d) and (k).

Decision 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

Q

The auditor of an investment fund must not be changed unless Q

(@ the independent review committee of the investment fund has pé&fved the
change of auditor under subsection 5.2(2) of Regulation 81-107 respectimb dependent

Review Committee for Investment Funds (chapter V-1.1, r. 43); &

(b)  the prospectus of the investment fund discloses tha ough the approval
of securityholders will not be obtained before making the chagpgef\securityholders will be
sent a written notice at least 60 days before the effective da e change; and

(c) the notice referred to in paragraph (b) @c rityholders is sent 60 days
before the effective date of the change. ’<

M.O. 2006-03, s. 6; M.O. 2012-06, s. 38; M.O.@ﬁ/}-m, s. 25.
5.4. Formalities Concerning Meetinq.v%ecurityholders

(1) A meeting of securityholders,of an'investment fund called to consider any matter
referred to in subsection 5.1(1) e called on written notice sent at least 21 days
before the date of the meetingQ
(2) The notice referre XH subsection (1) must contain or be accompanied by a
statement that include

@ ad ion of the change or transaction proposed to be made or entered
into and, if the% ris one referred to in paragraphs 5.1(1)(a) or (a.1), the effect that the

change Wouga] e had on the management expense ratio of the investment fund had
the changQL in force throughout the investments fund'’s last completed financial year;

Q@ the date of the proposed implementation of the change or transaction; and

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

Decision 2001-C-0209, 5.4; M.O. 2012-06, s. 15; M.O. 2014-04, s. 26.
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5.5. Approval of Securities Regulatory Authority

(1) 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.l) achange of control of the manager of an investment fund occurs; Q

(b)  areorganization or transfer of assets of an investment fund is | (grﬁented
if the transaction will result in the securityholders of the mvestmentd‘g ‘becommg
securityholders in another issuer; &

(c) a change of the custodian of an investment fund i@emented, if there
has been or will be, in connection with the proposed change, c@ e of the type referred
to in paragraph (a); or

(d) an investment fund suspends, other th Er section 10.6, the rights of
securityholders to request that the investment fund thelr securities.

(2) (paragraph revoked). Q

3) Despite subsection (1), in Onta (lfy the regulator may grant an approval
referred to in subsection (1). ?1/

Decision 2001-C-0209, 5.5; M.O@Q‘O& s. 13; M.O. 2014-04, s. 27.

5.6. Pre-Approved Reorg@aﬁons and Transfers

(1) Despite subsec@(l), the approval of the regulator, except in Québec, or the
securities regulato Q‘n ority is not required to implement a transaction referred to in
a

paragraph 5.5(1)( of the following paragraphs apply:

transferr nother investment fund to which this Regulation applies and that

€) g%rnvestment fund is being reorganized with, or its assets are being

O 0] is managed by the manager, or an affiliate of the manager, of the

n@ent fund;

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

(i) is not in default of any requirement of securities legislation; and
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(iv)  is areporting issuer in the local jurisdiction and, if it is a mutual fund,
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 s?\ as
reasonably possible following the transaction; Q

(d)  the portfolio assets of the investment fund to be acquired by(tlfe other
investment fund as part of the transaction 0.;\ o

(1) may be acquired by the other investment fund i@pliance with this
Regulation; and

(i) are acceptable to the portfolio adviser &Gle other investment fund
and consistent with the other investment fund’s fundament%vestment objectives;

(e) the transaction is approved ’@
(1) by the securityholders of, investment fund in accordance with
paragraph 5.1(1)(f), unless subsection 5.3(2 lies; and

(i) if required, by theu{&u’?ityholders of the other investment fund in
accordance with paragraph 5.1(1)(gy;

() the materials se gs'ecurityholders of the investment fund in connection
with the approval under paragh 5.1(1)(f) include

0] a@r that, in addition to other requirements prescribed by law,
describes the prop ansaction, the investment fund into which the investment fund

will be reorganizﬁI e income tax considerations for the investment funds participating
in the transactjen and their securityholders, and, if the investment fund is a corporation
and the tranﬁé&b@m involves its shareholders becoming securityholders of an investment
fund that i lished as a trust, a description of the material differences between being
a shar@ of a corporation and being a securityholder of a trust;

% (i) if the other investment fund is a mutual fund, the most recently filed
fORY facts document for the other investment fund; and

(i)  a statement that securityholders may, in respect of the reorganized
investment fund;
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(A)  obtain all of the following documents at no cost by contacting
the reorganized investment fund at an address or telephone number specified in the
statement:

() if the reorganized investment fund is a mutual fund, the
current prospectus;

() the most recently filed annual information form, if'\ne
has been filed; '\

(1 as applicable, the most recently file 1{11‘6 facts

>

(IV)  the most recently filed annual fina@i&statements and

document;

interim financial reports;

(V)  the most recently filed anm@and interim management
reports of fund performance; or

(B) accessthose documentsé\aersite address specified in the
statement;

() the investment fund has corﬂ[‘%ﬁ with Part 11 of Regulation 81-106
respecting Investment Fund ContinuousRisclésure (chapter V-1.1, r. 42) in connection
with the making of the decision to proc vith the transaction by the board of directors

of the manager of the investment fu\\d/or f the investment fund,;

(h)  the investment f participating in the transaction bear none of the costs
and expenses associated wi transaction;

0] if the inv nt fund is a mutual fund, securityholders of the investment
fund continue to ha ight to redeem securities of the investment fund up to the close
of business on th INness day immediately before the effective date of the transaction;

following ’

() S%é investment fund is a non-redeemable investment fund, all of the

O 0] the investment fund issues and files a news release that discloses

t@%action;

(i) securityholders of the investment fund may redeem securities of the
investment fund at a date that is after the date of the news release referred to in
subparagraph (i) and before the effective date of the transaction;
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(i)  the securities submitted for redemption in accordance with
subparagraph (ii) are redeemed at a price equal to their net asset value per security on
the redemption date;

(k) the consideration offered to securityholders of the investment fund for the
transaction 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 Québeﬁbﬂ/\he
securities regulatory authority is not required to implement a transaction ref to in
paragraph 5.5(1)(b) if all the conditions in paragraph 5.3(2)(b) are satisfied Yand the
independent review committee of the mutual fund involved in the \ction has
approved the transaction in accordance with subsection 5.2(2) of Reguation 81-107
respecting Independent Review Committee for Investment Funds c@ rv-1.1, r. 43).

(2) An investment fund that has continued after a ction described in
paragraph 5.5(1)(b) must, if the audit report accompa@ng its audited financial
statements for its first completed financial year after the tr ction contains a modified
opinion in respect of the value of the portfolio assets ired by the investment fund in
the transaction, send a copy of those financial sta ts to each person that was a
securityholder of an investment fund that was tefrginated as a result of the transaction
and that is not a securityholder of the investm@u d.

Decision 2001-C-0209, 5.6; M.O. 2005-0 sg.]éand 11; M.O. 2008-06, s. 13; M.O. 2010-
14, s. 3; M.O. 2012-06, s. 16; M.O. 2033-17.'s. 2; M.O. 2013-24, s. 2; M.O. 2014-04, s.

28. Q}\/

5.7. Applications Q

(1)  An application for@?psroval required under section 5.5 must contain,
€) if the tion is required by paragraph 5.5(1)(a) or (a.1),
(jQ/Qdetails of the proposed transaction,

details of the proposed new manager or the person proposing to
acquire rol of the manager,

\%Q (i)  as applicable, the names, residence addresses and birthdates of

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

(B) all partners, directors or officers of the person proposing to
acquire control of the manager,
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(C) any proposed new individual trustee of the investment fund,
and

(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 experieﬁt/g)f the
persons referred to in subparagraphs (ii) and (iii), and

)
(vi)  details of how the proposed transaction will affe@bnanagement
and administration of the investment fund; 0%

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

(i) details of the total annual returrf&) he investment fund and, if the
other issuer is an investment fund, the other iss%\ef\{or each of the previous 5 years;

(i)  a description of the (cﬂ{%rences between, as applicable, the
fundamental investment objectives, investment strategies, valuation procedures and fee
structure of the investment fund and th &r issuer and any other material differences
between the investment fund and the othéer issuer; and

(iv) a descrip'QQaf those elements of the proposed transaction that
make section 5.6 inapplicablv

(c) if the ap@n is required by paragraph 5.5(1)(c), sufficient information to
establish that the prQ\ d custodial arrangements will be in compliance with Part 6;

(d) i (gpplication relates to a matter that would constitute a material change
for the inve fund, a draft amendment to the prospectus and, if applicable, to the

ent of the investment fund reflecting the change; and

fund facts@
%; if the matter is one that requires the approval of securityholders,

cqQufirnTation that the approval has been obtained or will be obtained before the change
i plemented.

(2)  Aninvestment fund that applies for an approval under paragraph 5.5(1)(d) must
(@) make that application to 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; and

Regulation 81-102 April 12, 2017 PAGE 53



REGULATION IN FORCE FROM APRIL 12, 2017 TO AUGUST 31, 2017

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

(3)  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

(@) the regulator, except in Québec, or the securities regulatory authﬁ@n the
jurisdiction in which the head office or registered office of the investment fu& is\Situated
has granted approval to the application made under paragraph (2)(a); andb

not notified the investment fund, by the close of business on the b s day immediately
following the day on which the copy of the application referre @ aragraph (2)(b) was
received, either that ?\

0] the securities regulatory authori,t<®'egulator has refused to grant

(b) the securities regulatory authority or regulator in t@junsdiction has

approval to the application, or

(i) this subsection may not b@/éi upon by the investment fund in the
local jurisdiction. (L

Decision 2001-C-0209, 5.7; M.O. 2005-@8“4 M.O. 2008-06, s. 13; M.O. 2010-14, s. 4,
M.O. 2012-06, s. 38; M.O. 2014- 04

5.8. Matters Requiring NOLQQ )

(1) A person must not Elnue to act as manager of an investment fund following a
direct or indirect chan ontrol of the person unless

@) notlée the change of control was given to all securityholders of the
investment fu ast 60 days before the change; and

(b) notlce referred to in paragraph (a) contains the information that would
be re y law to be provided to securityholders if securityholder approval of the
chan re requwed to be obtained.

(29\ A mutual fund must not terminate unless notice of the termination is given to all
securityholders of the mutual fund at least 60 days before termination.

(3) The manager of a mutual fund that has terminated must give notice of the
termination to the securities regulatory authority within 30 days of the termination.

Decision 2001-C-0209, 5.8; M.O. 2008-06, s. 13; M.O. 2014-04, s. 30.
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5.8.1. Termination of a Non-Redeemable Investment Fund

(1) 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). '<\

3) Subsections (1) and (2) do not apply in respect of a transaction rem@ to in
paragraph 5.1(2)(f).

N
M.O. 2014-04, s. 31. &03
5.9. Relief from Certain Regulatory Requirements 0%

(1) The investment fund conflict of interest investment res@g%ns and the investment
fund conflict of interest reporting requirements do not appl a transaction referred to in
paragraph 5.5(1)(b) if the approval of the regulator, @t in Québec, or the securities
regulatory authority has been given to the transactio&

(2) The investment fund conflict of interest Qnent restrictions and the investment
fund conflict of interest reporting requireme not apply to a transaction described in

section 5.6. .

Decision 2001-C-0209, 5.9; M.O. 2 4-'0>, s. 32.

5.10. (Revoked) QQS

Decision 2001-C-0209, 5@%0 2005-06, s. 5.

PART 6 CUST@SHIP OF PORTFOLIO ASSETS

6.1. Generaé
Ex Q

(2) s provided in sections 6.8, 6.8.1 and 6.9, all portfolio assets of an
invest nd must be held under the custodianship of one custodian that satisfies the
requi ts of section 6.2.

(29\% Except as provided in subsection 6.5(3) and sections 6.8, 6.8.1 and 6.9, portfolio
assets of an investment fund must be held

(@) in Canada by the custodian or a sub-custodian of the investment fund; or

(b)  outside Canada by the custodian or a sub-custodian of the investment fund,
if appropriate to facilitate portfolio transactions of the investment fund outside Canada.
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(3)  The custodian or a sub-custodian of an investment fund may appoint one or more
sub-custodians to hold portfolio assets of the investment fund, if

(@) in the case of an appointment by the custodian, the investment fund
consents in writing to the appointment;

(a.1) inthe case of an appointment by a sub-custodian, the investment fur}\ nd
the custodian of the investment fund consent in writing to the appointment; Q

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

(© the arrangements under which a sub-custodian is ap@Giqted are such that
the investment fund may enforce rights directly, or require t todian or a sub-
custodian to enforce rights on behalf of the investment fund, portfolio assets held
by the appointed sub-custodian; and 6

(d)  the appointment is otherwise in complia @vmthis Regulation.
/({3>

(4)  The written consent referred to in paragrm (@) and (a.1) may be in the form
of a general consent, contained in the agreem erning the relationship between the
investment fund and the custodian, or th(%todian and the sub-custodian, to the
appointment of entities that are part of apiintethational network of sub-custodians within
the organization of the appointed custopl%bé‘r sub-custodian.

(5) A custodian or sub-custogh \rﬁust provide to the investment fund a list of all

entities that are appointed ustodians under a general consent referred to in
subsection (4). ?\

(6) Despite any ot visions of this Part, the manager of an investment fund must
not act as custodia b-custodian of the investment fund.”

Decision 2001 -0%09, 6.1; M.O. 2005-06, s. 11; M.O. 2008-06, s. 13; M.O. 2012-06, s.
17; M.O. 2012-04/ s. 33.

6.2. I@%es Qualified to Act as Custodian or Sub-Custodian for Assets Held in
Can

\s If portfolio assets are held in Canada by a custodian or sub-custodian, the
custodian or sub-custodian must be one of the following:

1. a bank listed in Schedule I, 1l or 11l of the Bank Act (S.C. 1991, chapter 46);

2. a trust company that is incorporated under the laws of Canada or a
jurisdiction and licensed or registered under the laws of Canada or a jurisdiction, and that
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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:

(@) the company has equity, as reported in its most recent uﬁ{ed
financial statements that have been made public, of not less than $10,000,000;

(b)  the bank or trust company has assumed respon&bﬂﬂx{flﬂ 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;@ 2014-04, s. 34.
6.3. Entities Qualified to Act as Sub-Custodian for Asset d outside Canada

If portfolio assets are held outside of Canada b sub-custodian, the sub-
custodian must be one of the following: /@

1. an entity referred to in section 6.2;
2. an entity that (19

(@) is incorporated or Q;é‘aw&ed under the laws of a country, or a political
subdivision of a country, other than Q/

(b) IS regu@%s‘ a banking institution or trust company by the

government, or an agency o government, of the country under the laws of which it is
incorporated or organlze political subdivision of that country; and

(© @eqwty as reported in its most recent audited financial
statements, of no han the equivalent of $100,000,000;

filiate of an entity referred to in paragraph 1 or 2 if either of the following

applies: Qg)

% (@) the affiliate has equity, as reported in its most recent audited financial
nts that have been made public, of not less than the equivalent of $100,000,000;

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

Decision 2001-C-0209, 6.3; M.O. 2013-24, s. 3; M.O. 2014-04, s. 34.
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6.4. Contents of Custodian and Sub-Custodian Agreements

(1)  All custodian agreements and sub-custodian agreements of an investment fund
must provide for

(@) the location of portfolio assets;

(b)  any appointment of a sub-custodian; '<\
(c) requirements concerning lists of sub-custodians; (19
(d)  the method of holding portfolio assets; QD o

(e) the standard of care and responsibility for loss; and é
() requirements concerning review and complianc ts.

(2) A sub-custodian agreement concerning the portfolio ets of an investment fund
must provide for the safekeeping of portfolio assets on t@s consistent with the custodian
agreement of the investment fund.

(2.1) An agreement referred to under subs@ (1) and (2) must comply with the
requirements of this Part.

(3) A custodian agreement or sub{aztbdlan agreement concerning the portfolio
assets of an investment fund must r\/

investment fund except for d faith claim for payment of the fees and expenses of
the custodian or a sub-cu n for acting in that capacity or to secure the obligations of
the investment fund to borrowings by the investment fund from the custodian or a
sub-custodian for t ose of settling portfolio transactions; or

(@) provide for the %@W of any security interest on the portfolio assets of the
d

(b) C tgw a provision that would require the payment of a fee to the custodian
ora sub-cusﬁ%ﬁ for the transfer of the beneficial ownership of portfolio assets of the

mvestmelq‘ , other than for safekeeping and administrative services in connection
with %C,@ s custodian or sub-custodian.

D@Bﬂ 2001-C-0209, 6.4; M.O. 2014-04, s. 34.

6.5. Holding of Portfolio Assets and Payment of Fees

(1) Except as provided in subsections (2) and (3) and sections 6.8, 6.8.1 and 6.9,
portfolio assets of an investment fund not registered in the name of the investment fund

must 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
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in the records of the custodian sufficient to show that the beneficial ownership of the
portfolio assets is vested in the investment fund.

(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 p lio
assets of the investment fund with a depository, or a clearing agency, that op%e
book-based system.

(4)  The custodian or a sub-custodian of an investment fund arrangln 'Nﬁ‘e deposit
of portfolio assets of the investment fund with, and their delivery t ep03|tory, or
clearing agency, that operates a book-based system must ensure t records of any
of the applicable participants in that book-based system or of t todian contain an
account number or other designation sufficient to show tha eficial ownership of
the portfolio assets is vested in the investment fund.

(5)  An investment fund must not pay a fee to the d an or a sub-custodian of the
investment fund for the transfer of beneficial o |p of portfolio assets of the
investment fund other than for safekeeping and dﬁ\inistrative services in connection with
acting as custodian or sub-custodian. g\

Decision 2001-C-0209, 6.5; M.O. 2012- OPl/ ; M.O. 2014-04, s. 34.

6.6. Standard of Care
\\/

(1) The custodian and eac
duties concerning the safe
investment fund, must e@

-Custodian of an investment fund, in carrying out their
ing of, and dealing with, the portfolio assets of the

(@ thed @of care, diligence and skill that a reasonably prudent person
would exercise in&c‘lrcumstances; or

(b) C%ﬁst the same degree of care as they exercise with respect to their own

ilar kind, if this is a higher degree of care than the degree of care referred

property of a simi
to in pa @ aph (a).

(2% n investment fund must not relieve the custodian or a sub-custodian of the
tment fund from liability to the investment fund or to a securityholder of the
investment fund for loss that arises out of the failure of the custodian or sub-custodian to
exercise the standard of care imposed by subsection (1).

(3) 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
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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).

(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.O. 2014-04, s. 35. '<\
6.7. Review and Compliance Reports (19

Q) The custodian of an investment fund must, on a periodic basis nor%§s frequently
than annually,

@) review the custodian agreement and all sub-custod %greements of the
investment fund to determine if those agreements are in com I@ with this Part;

(b) make reasonable enquiries as to whether ea ub-custodian satisfies the
applicable requirements of section 6.2 or 6.3; and O

(c) make or cause to be made any ch@es that may be necessary to ensure
0] the custodian and s -ca(odian agreements are in compliance with

this Part; and N o
(i) all sub-cust %( of the investment fund satisfy the applicable

requirements of section 6.2 or 83¢

(2)  The custodian of a iRgstment fund must, within 60 days after the end of each
financial year of the in nt fund, advise the investment fund in writing

@ of t?‘@r‘nes and addresses of all sub-custodians of the investment fund,;

(b) @Kher the custodian and sub-custodian agreements are in compliance
d

with this I@L

whether, to the best of the knowledge and belief of the custodian, each sub-
cu@jl n satisfies section 6.2 or 6.3, as applicable.

(3) A copy of the report referred to in subsection (2) must be delivered by or on behalf
of the investment fund to the securities regulatory authority within 30 days after the 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 standardized futures
with a dealer that is a member of an SRO that is a participating member of CIPF if the

amount of margin deposited does not, when aggregated with the amount of in
already held by the dealer on behalf of the investment fund, exceed 10% of the et
value of the investment funds as at the time of deposit. (1/

(2)  An investment fund may deposit portfolio assets with a dealerés\r’hargin for
transactions outside Canada involving clearing corporation options, op(Qn on futures or
standardized futures if %

ures, the dealer is a
ion options, is a member
0 a regulatory audit;

(@) in the case of standardized futures and options
member of a futures exchange or, in the case of clearing cor
of a stock exchange, and, as a result in either case, is subj?t»

(b) the dealer has a net worth, determined s most recent audited financial
statements that have been made public, in exce;{\ﬁ the equivalent of $50,000,000; and

(c) the amount of margin depo Qdoes not, when aggregated with the
amount of margin already held by the dgaler'on behalf of the investment fund, exceed
10% of the net asset value of the inves ‘funds as at the time of deposit.

(3)  Aninvestment fund may d &'K/With its counterparty portfolio assets over which it
has granted a security interQ% “connection with a particular specified derivatives

transaction. ?\

(4) The agreemen hich portfolio assets are deposited in accordance with
subsection (1), (2) ust require the person holding the portfolio assets to ensure
that its records SQ at the investment fund is the beneficial owner of the portfolio

assets. %

(5) An@ment fund may deliver portfolio assets to a person in satisfaction of its
obligatig nder a securities lending, repurchase or reverse purchase agreement that
comp%/ ith this Regulation if the collateral, cash proceeds or purchased securities that
arg delivered to the investment fund in connection with the transaction are held under the
C dianship of the custodian or a sub-custodian of the investment fund in compliance
with this Part.

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

(1) 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 value of
portfolio assets already held by the borrowing agent as security for outstanding short
sales of securities by the investment fund, exceed 10% of the net asset value of\he
investment fund at the time of deposit. Q

(2)  Aninvestment fund must not deposit portfolio assets as security in cm&on with
a short sale of securities with a dealer in Canada unless the dealer is a regbs red dealer
and is a member of IROC. &

(3)  Aninvestment fund must not deposit portfolio assets as se@n connection with
a short sale of securities with a dealer outside of Canada unl s@ dealer
(@) is a member of a stock exchange and is subj@ a regulatory audit; and

(b) has a net worth, determined from 'ﬁ@mst recent audited financial
statements that have been made public, in exce;{\ﬁ the equivalent of $50 million.

M.O. 2012-06, s. 21; M.O. 2014-04, s. 80. Q
6.9. Separate Account for Paying &.{}n"ses
An investment fund may@\béit cash in Canada with an entity referred to in

paragraph 1 or 2 of section 6. ilitate the payment of regular operating expenses of
the investment fund. ?\

Decision 2001-(:-0209@%0. 2014-04, s. 38.
PART 7 |NCQQTVE FEES
7.1. Incer*@?ees

@gtual fund must not pay, or enter into arrangements that would require it to

pay, ecurities of a mutual fund must not be sold on the basis that an investor would
b\@ ired 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) is a total return benchmark or index;

(b) the payment of the fee is based upon a comparison of the cumulative total
return of the mutual fund against the cumulative total percentage increase or decrease of
the benchmark or index for the period that began immediately after the last per'oﬁ\for
which the performance fee was paid; and Q\

(c) the method of calculation of the fee and details of the com%iglﬁ of the
benchmark or index are described in the prospectus of the mutual fund. QD

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

7.2. Multiple Portfolio Advisers 0(9

Section 7.1 applies to fees payable to a portfoll Y;r of a mutual fund that has
more than one portfolio adviser, if the fees are caIcuI . On the basis of the performance
of the portfolio assets under management by t af\Qortfollo adviser, as if those portfolio
assets were a separate mutual fund.

Decision 2001-C-0209, 7.2. (1’
a4

PART 8 CONTRACTUAL PLAQ/\

8.1. Contractual Plans Q )

A person must n@i securities of a mutual fund by way of a contractual plan

unless O

(@ the @t?actual plan was established, and its terms described in a
prospectus w filed with the securities regulatory authority, before the date that this

Regulation fhto force;
( there have been no changes made to the contractual plan or the rights of
secu ders under the contractual plan since the date that this Regulation came into

fo\@d

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

Decision 2001-C-0209, 8.1; M.O. 2005-06, s. 11; 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-traded
mutual fund that is not in continuous distribution.

N
M.O. 2012-06, s. 22; M.O. 2014-04, s. 42. (19

9.1. Transmission and Receipt of Purchase Orders (b o

(0.1) This section does not apply to an exchange-traded mutual fu%,&

Q) Each purchase order for securities of a mutual fund rdcewed by a participating
dealer at a location that is not its principal office must, on t ay the order is received,
be sent by same day or next day courier, same day or nexPday priority post, telephone
or electronic means, without charge to the person pla i@h order or to the mutual fund,
to the principal office of the participating dealer or t& rson providing services to the

participating dealer. '<\

(2) Each purchase order for securities dr%utual fund received by a participating
dealer at its principal office, a person prowding services to the participating dealer, or by
the principal distributor of the mutual f %"a location that is not an order receipt office
of the mutual fund must, on the day the Order is received, be sent by same day or next
day courier, same day or next d %&ity post, telephone or electronic means, without
charge to the person placing t %er or to the mutual fund, to an order receipt office of

the mutual fund. ?\

(3) Despite subsec@l) and (2), a purchase order for securities of a mutual fund
received at a locati rred to in those subsections after normal business hours on a
business day, or %ay that is not a business day, may be sent, in the manner and to
the place requ@ y those subsections, on the next business day.

(4) A péntieipating dealer, a principal distributor or a person providing services to the
particii@ dealer or principal distributor, that sends purchase orders electronically may
)

specify a time on a business day by which a purchase order must be
rég ived 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).

(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.
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(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 be considered
to be received by the mutual fund on the next business day following the day of actual
receipt.

(7) A principal distributor or participating dealer must ensure that a copy of é\ch
purchase order received in a jurisdiction is sent, by the time it is sent to the orde@se pt
office of the mutual fund under subsection (2), to a person responsible for the sai, ision
of trades made on behalf of clients for the principal distributor or participating dealer in
the jurisdiction. QD o

Decision 2001-C-0209, 9.1; M.O. 2004-02, s. 9; M.O. 2008-06, s. 13;@ 2012-06, s. 23;
M.O. 2014-04, s. 43.

9.2. Acceptance of Purchase Orders 0(9

A mutual fund may reject a purchase order fo @ urchase of securities of the
mutual fund if &

(@) the rejection of the order is ma%\a later than one business day after
receipt by the mutual fund of the order; (L

(b)  on rejection of the ordey{ay'bash received with the order is refunded
immediately; and \/

(© the prospectus mutual fund states that the right to reject a purchase
order for securities of the al fund is reserved and reflects the requirements of
paragraphs (a) and (b).

Decision 2001-C-0 \ : M.O. 2012-06, s. 38.
9.3. Issue Pyi g}f Securities

must b et asset value per security of that class, or series of a class, next determined

(2) j{h%gﬁe price of a security of a mutual fund to which a purchase order pertains
after% ceipt by the mutual fund of the order.

(29\% 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,

(@) 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
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(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.

Decision 2001-C-0209, 9.3; M.O. 2014-04, s. 44.
9.4. Delivery of Funds and Settlement

(1) A principal distributor, a participating dealer or a person providing services té\he
principal distributor or participating dealer must forward any cash or securities ﬁ&ved
for payment of the issue price of securities of a mutual fund to an order receimlé ce of
the mutual fund so that the cash or securities arrive at the order receipt office as*soon as
practicable and in any event no later than the third business day after thq'%}oiﬁg date.

(2) Payment of the issue price of securities of a mutual fund r@be made to the
mutual fund on or before the third business day after the pricing daté\for the securities by
using any or a combination of the following methods of paym r@

(@) by paying cash in a currency in which the net et value per security of the
mutual fund is calculated; O

(b) by making good delivery of securiti@

0] the mutual fund woul Qhe time of payment be permitted to
purchase those securities, %\

fund and consistent with the mut d’s investment objectives, and

(i) the securities Ee g}teptable to the portfolio adviser of the mutual

(i)  the valu che securities is at least equal to the issue price of the
securities of the mutual fu r which they are payment, valued as if the securities were
portfolio assets of the fund.

(3) (paragraph@%ked).

4) If pay@mf the issue price of the securities of a mutual fund to which a purchase
order pert%' not made on or before the third business day after the pricing date or if
the mu nd has been paid the issue price by a cheque or method of payment that is
subs@tly 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
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
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securities and any banking costs incurred by the mutual fund in connection with the
dishonoured cheque.

(5) If the amount of the redemption proceeds referred to in subsection (4) exceeds the
aggregate of issue price of the securities and any banking costs incurred by the mutual
fund in connection with the dishonoured cheque, the difference must belong to the mutual
fund.

(6) If the amount of the redemption proceeds referred to in subsection (4) is | N]/\an
the issue price of the securities and any banking costs incurred by the mutu’@nd in
connection with the dishonoured cheque,

@) if the mutual fund has a principal distributor, the prmmpé}d ributor must
pay, immediately upon notification by the mutual fund, to the mutu the amount of
the deficiency; or

(b) if the mutual fund does not have a principalx@cr%utor, the participating
dealer that delivered the relevant purchase order to mutual fund must pay
immediately, upon notification by the mutual fund, tot tual fund the amount of the

deficiency. &

Decision 2001-C-0209, 9.4; M.O. 2004-02, s. 1@/&% 2008-06, s. 13; M.O. 2008-13, s. 7;
M.O. 2012-06, s. 24; M.O. 2014-04, s. 81.

PART 9.1 WARRANTS AND SPEC@)“ DERIVATIVES

M.O. 2014-04, s. 45. QS\/

9.1.1. Issuance of Warrant@Specified Derivatives

An investment f@ust not
@) issu&nventional warrant or right; or

(b) @% into a position in a specified derivative the underlying interest of which
IS a secur e investment fund.

O\
M.O.Q014-04, s. 45.

Ny
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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 '<\

(@) if the security of the investment fund to be redeemed is represe@ by a
certificate, the investment fund has received the certificate or appropriate we ities in
connection with a lost certificate; and QD o

(b) either é

0] the investment fund has received a writ emption order, duly
completed and executed by or on behalf of the securityholdegbr

(i) the investment fund permits the @d g of redemption orders by
telephone or electronic means by, or on behalf of, rityholder who has made prior
arrangements with the investment fund in that r dé{d and the relevant redemption order
is made in compliance with those arrangemené\

(2) An investment fund may establish Weasonable requirements applicable to
securityholders who wish to have the imﬁ ent fund redeem securities, not contrary to

this Regulation, as to procedures tQ be followed and documents to be delivered by the
following times:

@) in the case of @tual fund, other than an exchange-traded mutual fund
that is not in continuous distribution, by the time of delivery of a redemption order to an
order receipt office of ual fund;

(@.l1) in tP% Se of an exchange-traded mutual fund that is not in continuous
distribution or non-redeemable investment fund, by the time of delivery of a
redemption

(@2 by the time of payment of redemption proceeds.

(3% manager of an investment fund must provide to securityholders of the investment
fm at least annually a statement containing the following:

(@) a description of the requirements referred to in subsection (1);

(b) a description of the requirements established by the investment fund under
subsection (2);
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(c) a detailed reference to all documentation required for redemption of
securities of the investment fund;

(d) detailed instructions on the manner in which documentation is to be
delivered to participating dealers, the investment fund or a person providing services to
the investment fund to which a redemption order may be made;

(e) a description of all other procedural or communication requirements;'<\

0] an explanation of the consequences of failing to meet timing req gents.
(4) The statement referred to in subsection (3) is not required tqﬁe'l\é‘eparately

nt

provided, in any year, if the requirements are described in any docuryg at is sent to
all securityholders in that year. %

Decision 2001-C-0209, 10.1; M.O. 2005-06, ss. 6 and 11; M.Q{2012-04, s. 47.
10.2. Transmission and Receipt of Redemption Order%

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

dealer at a location that is not its principal must, on the day the order is received,
be sent by same day or next day couriefnsante day or next day priority post, telephone
or electronic means, without charge to Slevant securityholder or to the mutual fund,
to the principal office of the patrtici ati’r% dealer or a person providing services to the

participating dealer. QS

(2) Each redemption ord§ securities of a mutual fund received by a participating

dealer at its principal offi the principal distributor of the mutual fund at a location

that is not an order rec@ice of the mutual fund, or a person providing services to the

participating dealer cipal distributor must, on the day the order is received, be sent

by same day or% day courier, same day or next day priority post, telephone or
, Wi

electronic me thout charge to the relevant securityholder or to the mutual fund, to
an order recgi ice of the mutual fund.

Q) Each redemption order for securities OE'NU ual fund received by a participating

(3) ite subsections (1) and (2), a redemption order for securities of a mutual fund
recei a location referred to in those subsections after normal business hours on a
b\,%e s day, or on a day that is not a business day, may be sent, in the manner and to
t lace required by those subsections, on the next business day.

(4) A participating dealer, a principal distributor, or a person providing services to the

participating dealer or principal distributor, that sends redemption orders electronically
may
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(@) specify a time on a business day by which a redemption 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 redemption order received after the time specified under paragraph (a).

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

(6) If a mutual fund determines that its requirements estat?s&é‘d under
paragraph 10.1(2)(a) have not been satisfied, the mutual fundﬂ? t notify the
securityholder making the redemption order, by the close of busi n the business
day after the date of the delivery to the mutual fund of the inco edemption order,
that its requirements established under paragraph 10.1(2)(a) ot been satisfied and
must specify procedures still to be followed or the documen I to be delivered by that
securityholder.

(7 Despite subsection (5), a mutual fund may @that orders for the redemption
of securities that are received at an order receipt o&e of the mutual fund after a specified
time on a business day, or on a day that is n%‘ﬁusiness day, will be considered to be
received by the mutual fund on the next busﬁt/ day following the day of actual receipt.

Decision 2001-C-0209, 10.2; M.O. 2004@%. 11; M.O. 2008-06, s. 13; M.O. 2012-06, s.
25; M.O. 2014-04, s. 48. \\/

10.3. Redemption Price of Ities

(2) The redemption pri ?a security of a mutual fund to which a redemption order
pertains must be the et value per security of that class, or series of a class, next
determined after th pt by the mutual fund of the order.

(2) Despite gection (1), the redemption price of a security of an exchange-traded
mutual fundﬁ& not in continuous distribution may be a price that is less than the net

asset Vah% e security and that is determined on a date specified in the exchange-
traded @ | fund’s prospectus or annual information form.

(3% espite subsection (1), the redemption price of a security of an exchange-traded
n\ al fund that is in continuous distribution may, if a securityholder redeems fewer than
the manager-prescribed number of units, be a price that is calculated by reference to the
closing price of the security on the stock exchange on which the security is listed and
posted for trading, next determined after the receipt by the exchange-traded mutual fund
of the redemption order.

(4) The redemption price of a security of a non-redeemable investment fund must not
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be a price that is more than the net asset value of the security determined on a redemption
date specified in the prospectus or annual information form of the investment fund.

Decision 2001-C-0209, 10.3; M.O. 2012-06, s. 26; M.O. 2014-04, s. 49.
10.4. Payment of Redemption Proceeds

(1) Subject to subsection 10.1(1) and to compliance with any requweﬁs
established by the mutual fund under paragraph 10.1(2)(b), a mutual fund mus
redemption proceeds for securities that are the subject of a redemption order

(@) within 3 business days after the date of calculation of the r%\aéset value
per security used in establishing the redemption price; or

(b) if payment of the redemption proceeds was not ma% the time referred
to in paragraph (a) because a requirement established unde raph 10.1(2)(b) or a
requirement of subsection 10.1(1) had not been satisfied, W usmess days of

0] the satisfaction of the relevant re @ment, or

(i) the decision by the mutua d to waive the requirement, if the
requirement was a requirement established ur%\o ragraph 10.1(2)(b).

(1.1) Despite subsection (1), an excha ded mutual fund that is not in continuous
distribution must pay the redemption I?%eéds for securities that are the subject of a
redemption order no later than 15 I\/ ss days after the valuation date on which the
redemption price was establlshe@

(2.2) A non- redeemable iétment fund must pay the redemption proceeds for
securities that are the su f a redemption order no later than 15 business days after
the valuation date on e redemption price was established.

(2) The reden% proceeds for a redeemed security, less any applicable investor
fees, must be % or to the order of the securityholder of the security.

(3) Ang ment fund must pay the redemption proceeds for a redeemed security by
using a a combination of the following methods of payment:

) by paying cash in the currency in which the net asset value per security of
edeemed security was calculated;

(b) with the prior written consent of the securityholder for a redemption other
than an exchange of a manager-prescribed number of units, by making good delivery to
the securityholder of portfolio assets, the value of which is equal to the amount at which
those portfolio assets were valued in calculating the net asset value per security used to
establish the redemption price.
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(4) (paragraph revoked).

(5) If the redemption proceeds for a redeemed security are paid in currency, an
investment fund is deemed to have made payment

(@ when the investment fund, its manager or principal distributor mails a
cheque or transmits funds in the required amount to or to the order of the security er
of the securities; or Q

(b) if the securityholder has requested that redemption proceedstgte livered
in a currency other than that permitted in subsection (3), when the iuﬁ ment fund
delivers the redemption proceeds to the manager or principal distributo%)[f e investment
fund for conversion into that currency and delivery forthwith to the s%r yholder.

Decision 2001-C-0209, 10.4; M.O. 2008-13, s. 8; M.O. 20%@ . 27; M.O. 2014-04,
s. 50.

?\

10.5. Failure to Complete Redemption Order O

(1) If a requirement of a mutual fund referre
under paragraph 10.1(2)(b) has not been satisfi
the tenth business day after the date of the ption of the relevant securities, and, in
the case of a requirement established under paragraph 10.1(2)(b), the mutual fund does
not waive satisfaction of the requiremem\ >'mutual fund must

(Nn subsection 10.1(1) or established
on or before the close of business on

(@) issue, to the pers %ﬁt immediately before the redemption held the
securities that were redeeme umber of securities equal to the number of securities
that were redeemed, as if t}§utual fund had received from the person on the tenth
business day after the ption, and accepted immediately before the close of
business on the tenth@gss day after the redemption, an order for the purchase of
that number of secus and

(b) &he amount of the redemption proceeds to the payment of the issue
price of the @Iies.

(2) I&mount of the issue price of the securities referred to in subsection (1) is less
than @ demption proceeds, the difference must belong to the mutual fund.

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

@) if the mutual fund has a principal distributor, the principal distributor must
pay immediately to the mutual fund the amount of the deficiency;
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(b) if the mutual fund does not have a principal distributor, the participating
dealer that delivered the relevant redemption order to the mutual fund must pay
immediately to the mutual fund the amount of the deficiency; or

(c) if the mutual fund has no principal distributor and no dealer delivered the

relevant redemption order to the mutual fund, the manager of the mutual fund must pay
immediately to the mutual fund the amount of the deficiency. /\

10.6. Suspension of Redemptions (l/

Decision 2001-C-0209, 10.5; M.O. 2008-06, s. 13; M.O. 2014-04, s. 81.

(1)  An investment fund may suspend the right of securltyholders;%0 est that the
investment fund redeem its securities for the whole or any part of d during which
either of the following occurs:

(@) normal trading is suspended on a stock exc €, options exchange or
futures exchange within or outside Canada on which secukes are listed and posted for
trading, or on which specified derivatives are trade@ ose securities or specified
derivatives represent more than 50% by value, or un g market exposure, of the total
assets of the investment fund without allowancefgr liabilities and if those securities or
specified derivatives are not traded on any ot?‘é‘e« hange that represents a reasonably
practical alternative for the investment fund,

(b) in the case of a clone funo}\&rﬁﬁvestment fund whose performance it tracks
has suspended redemptions. \/

(2)  An investment fund th
securities that have been re
may postpone payment d
redemption of their se
subsection (1) or p
securities regulatq

S an obligation to pay the redemption proceeds for
ed in accordance with subsection 10.4(1), (1.1) or (1.2)
ing a period in which the right of securityholders to request
S is suspended, whether that suspension was made under
t to an approval of the regulator, except in Québec, or the
uthority.

3) Ani ent fund must not accept a purchase order for securities of the
investme during a period in which it is exercising rights under subsection (1) or at
atimei ich it is relying on an approval of the securities regulatory authority or regulator
cont ed by paragraph 5.5(1)(d).

ision 2001-C-0209, 10.6; M.O. 2012-06, s. 28; M.O. 2014-04, s. 51.
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PART 11 COMMINGLING OF CASH
11.1. Principal Distributors and Service Providers

Q) 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 services
to a non-redeemable investment fund, for investment in, or on the redemption\ of,
securities of the investment fund, or on the distribution of assets of the investm d,
until disbursed as permitted by subsection (3), (L

(@) must be accounted for separately and be deposited in a '\ébcount or
trust accounts established and maintained in accordance with the requikements of section

11.3; and %
(b) may be commingled only with cash received n@ncipal distributor or
e

service provider for the sale or on the redemption of other i ment fund securities.

(2) Except as permitted by subsection (3), the prin @ stributor, a person providing
services to the mutual fund or principal distributor, erson providing services to the
non-redeemable investment fund, must not use of the cash referred to in subsection
(1) to finance its own or any other operations ié?w ay.

3) The principal distributor or perso pgﬁding services to an investment fund or
principal distributor may withdraw cash k{ Y trust account referred to in paragraph (1)(a)
for any of the following purposes: \/

€) remitting to the irq ent fund the amount or, if subsection (5) applies, the
net amount, to be invested irv\ securities of the investment fund,;

(b) remitting@%relevam persons redemption or distribution proceeds being

paid on behalf of the tment fund,

(© ;%(r% fees, charges and expenses that are payable by an investor in
connection vm purchase, conversion, holding, transfer or redemption of securities of
the investQ; und.

4) % terest 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
atcoeunt 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.

11.2. Participating Dealers '<\

Q) Cash received by a participating dealer, or by a person providing seﬂ% to a
participating dealer, for investment in, or on the redemption of, securities of @ mutdal fund,
or on the distribution of assets of a mutual fund, until disbursed as permitta@sshbsection

®3) &

(@)  shall be accounted for separately and must be depasited’in a trust account
or trust accounts established and maintained in accordance wi tion 11.3; and

(b) may be commingled only with cash received?ys e participating dealer or
service provider for the sale or on the redemption of ot@ utual fund securities.

(2) Except as permitted by subsection (3), th rticipating dealer or person providing
services to the participating dealer shall not u y of the cash referred to in subsection
(1) to finance its own or any other operation!%wy way.

(3) A participating dealer or person (r&aing services to the participating dealer may
withdraw cash from a trust account\eferr d to in paragraph (1)(a) for the purpose of

(@) remitting to the und or the principal distributor of the mutual fund the
amount or, if subsection (5) s, the net amount, to be invested in the securities of the
mutual fund,

(b) remitti @he relevant persons redemption or distribution proceeds being
paid on behalf of %tual fund; or

(c) g fees, charges and expenses that are payable by an investor in
connecti the purchase, conversion, holding, transfer or redemption of securities of
the mu nd.

( g\ll interest earned on cash held in a trust account referred to in paragraph (1)(a)
S e paid to securityholders or to each of the mutual funds to which the trust account
pertains, pro rata based on cash flow,

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

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

(6) A participating dealer or person providing services to the participating dealer shall
permit the mutual fund and the principal distributor, through their respective audi or

other designated representatives, to examine the books and records of the partjejpating

dealer to verify the compliance with this section of the participating dealer rson
roviding services.

P g '\\

Decision 2001-C-0209, 11.2; M.O. 2008-06, s. 13; M.O. 2012-06, s. 29{ M.6. 2014-04, s.
53. 0%

A principal distributor or participating dealer, a pe providing services to the
principal distributor or participating dealer, or a person pfoWding services to an investment
fund, that deposits cash into a trust account in accordance with section 11.1 or 11.2 must

11.3. Trust Accounts

€) advise, in writing, the financial ir@i n with which the account is opened
at the time of the opening of the account ancf}/ ually thereatfter, that

0] the account is estabiahéd for the purpose of holding client funds in

trust; \\/

(i) the acco %O be labelled by the financial institution as a “trust
account”; ?\

(i) th@ount is not to be accessed by any person other than
authorized represe of the principal distributor or participating dealer, of a person
providing servic e principal distributor or participating dealer, or of a person

providing servin the investment fund; and

W)  the cash in the trust account may not be used to cover shortfalls in
s of the principal distributor or participating dealer, of a person providing
servi the principal distributor or participating dealer, or of a person providing

s\ ice’s to the investment fund;
(b)  ensure that the trust account bears interest at rates equivalent to
comparable accounts of the financial institution; and

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

(2) Sections 11.1 and 11.2 do not apply to a member of IROC.

(1.1) Exceptin Québec, sections 11.1 and 11.2 do not apply to a member of the VYI(QA.
(2.2) In Québec, sections 11.1 and 11.2 do not apply to a mutual fund dealer: Q
(1.3) Section 11.1 does not apply to CDS Clearing and Depository Ser\mé@mc.

(2) A participating dealer that is a member of an SRO referre x subsection (1)
or (1.1) or, in Québec, that is a mutual fund dealer, must permit theNmutual fund and the
principal distributor, through their respective auditors or other ignated representatives,
to examine the books and records of the participating dealer{o verify the participating
dealer's compliance with the requirements of its assogiation or exchange, or the

requirements applicable to the mutual fund dealer un @1 regulations in Québec, that
relate to the commingling of cash.

Decision 2001-C-0209, 11.4; M.O. 2004-02, S.@.O. 2012-06, s. 30; M.O. 2014-04, s.

55. (1/

11.5. Right of Inspection ){l/“

The investment fund, its &é manager and principal distributor must ensure
that all contractual arrangeme de between any of them and any person providing
services to the investment @ permit the representatives of the investment fund, its
manager and trustee to ine the books and records of those persons in order to
monitor compliance Wi@Regulation.

Decision 2001-C-Q%,~11.5; M.O. 2005-06, s. 11; M.O. 2008-06, s. 13; M.O. 2014-04,

ss. 80 and 81.%

PART 12ngMPLIANCE REPORTS

12.1.@\pliance Reports

(IX 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

€) a report 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

Regulation 81-102 April 12, 2017 PAGE 77



REGULATION IN FORCE FROM APRIL 12, 2017 TO AUGUST 31, 2017

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

(2)  The principal distributor of a mutual fund must complete and file, within 90 days

after the financial year end of the principal distributor

€) a report in the form contained in Appendix B-2 describing compliance bﬁ{he
principal distributor during that financial year with the applicable requirements of@‘{s 9,
10 and 11; and

(b) a report by the auditor of the principal distributor or by th '\ud'ltor of the
mutual fund, in the form contained in Appendix B-2, concerning the @r eferred to in
paragraph (a).

3) Each patrticipating dealer that distributes securities of Q’:ﬂ fund in a financial
year of the participating dealer shall complete and file, withi ays after the end of that

financial year ?\

(@) a report in the form contained in Appen(ﬁ& =3 describing compliance by the
participating dealer during that financial year with fhe applicable requirements of Parts 9,

10 and 11 in connection with its distribution of ities of all mutual funds in that financial
year; and (L
(b)  areport by the auditor of yarticipating dealer, in the form contained in

Appendix B-3, concerning the repor{e/fe ed to in paragraph (a).
(4) Subsections (2) and (3)& apply to a member of IIROC.
(4.1) Exceptin Québec, subsections (2) and (3) do not apply to a member of the MFDA.

(4.2) In Québec, s@ions (2) and (3) do not apply to a mutual fund dealer.

Decision 2001@0%09, 12.1; M.O. 2004-02, s. 14; M.O. 2012-06, s. 31; M.O. 2014-04, s.

56. ()
<<°Q
Ny
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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). (19

Decision 2001-C-0209, 13.2;: M.O. 2005-06, s. 7. Q;\‘

0&
QO
)
13.4. (Revoked). ?\

O

13.3. (Revoked).

Decision 2001-C-0209, 13.3; M.O. 2005-06, s. 7.

Decision 2001-C-0209, 13.4; M.O. 2005-06, s. 7.

13.5. (Revoked).

Decision 2001-C-0209, 13.5; M.O. 2005- 251’7
PART 14 RECORD DATE \

\%
14.0.1. Application QQS

This Part does no@o an exchange-traded mutual fund.

M.O. 2012-06, s. 32Q9
14.1. Record@
h

T rd date for determining the right of securityholders of a mutual fund to
receive 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
pupose 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 REPRESENTATIONS
15.1. Ability to Make Sales Communications Q'\

Sales communications pertaining to an investment fund must be mad'ib;](person
in accordance with this Part. QD o

A
&
P

(2) Despite any other provision of this Part, a sales co nication must not

Decision 2001-C-0209, 15.1; M.O. 2008-06, s. 13.

15.2. Sales Communications - General Requirements

(@) be untrue or misleading; or ’@

(b) include a statement that conflic@dﬂ{\information that is contained in the
preliminary prospectus, the preliminary annuﬁrlﬁ rmation form, the preliminary fund facts
document, the simplified prospectus, the anthual information form or the fund facts
document, as applicable, @"

(i) of an invest@dnd, or
(i) in Whichv%sset allocation service is described.

(2)  All performanc or disclosure specifically required by this Regulation and
contained in a writt s communication must be at least as large as 10-point type.

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. 4,s.61.

15.3. I@Bited Disclosure in Sales Communications

(]% sales communication must not compare the performance of an investment fund
o\ 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 @Ie
during the period for which the comparison is made, or

(i) the benchmark did not exist for all or part of th |bd but a
reconstruction or calculation of what the benchmark would have bee that period,
calculated on a basis consistent with its current basis of calculation @Mely recognized
and available.

(2) A sales communication for a mutual fund or asseoggcatlon service that is
prohibited by paragraph 15.6(1)(a) from disclosing perfor ce data must not provide
performance data for any benchmark or investment han a mutual fund or asset
allocation service under common management with’the"mutual fund or asset allocation
service to which the sales communication pertaig{\

(2.1) A sales communication for a non-redﬁiﬁble investment fund that is restricted by
paragraph 15.6(1)(a) from disclosing p nce data must not provide performance
data for any benchmark or investment, otiér than a non-redeemable investment fund
under common management with th non-redeemable investment fund to which the sales
communication pertains. Q‘

(3) Despite subsection (% sales communication for an index mutual fund may
provide performance data he index on which the investments of the mutual fund are
based if the index comph ith the requirements for benchmarks contained in paragraph
(1)(d).

(4) A sales {ﬁnunlcatlon must not refer to a performance rating or ranking of a
mutual fund et allocation service unless

(@2 the rating or ranking is prepared by a mutual fund rating entity;

)  standard performance data is provided for any mutual fund or asset
ation 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;

(e) the sales communication contains the following disclosure: '<\

0] the name of the category within which the mutual fund@asset
allocation service is rated or ranked, including the name of the organization mt intains
\

the category, QD

(i) the number of mutual funds in the applicable cat%/gy for each period
of standard performance data required under paragraph (c),

(i) the name of the mutual fund rating entig@ca?provided the rating or
ranking,

(iv)  the length of the period or the fﬁ&ay of the period on which the
rating or ranking is based, and its ending date,

(v) a statement that the reﬂ@or ranking is subject to change every

a9

(vi)  the criteria on hic'rhhe rating or ranking is based, and

month,

(vii) ifthe ratiana'nking consists of a symbol rather than a number, the
meaning of the symbol, and ?\

() the ratin@]king is to the same calendar month end that is

0] more than 45 days before the date of the appearance or use of
the advertisen@ which it is included, and
Qg-'a not more than three months before the date of first publication of any
other s@ ommunication in which it is included.
(4% espite paragraph (4)(c), a sales communication may refer to an overall rating or
réﬂ ing of a mutual fund or asset allocation service in addition to each rating or ranking

required under paragraph (4)(c) if the sales communication otherwise complies with the
requirements of subsection (4).

(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 cu;\ tly
rating the securities at a lower level. Q

(6) A sales communication must not refer to a mutual fund as, or im tfll(it is, a
money fund, cash fund or money market fund unless, at the time the sale unication
is used and for each period for which money market fund standard p, mance data is
provided, the mutual fund is and was a money market fund under tl@ gulation.

(7) A sales communication must not state or imply that a re d retirement savings
plan, registered retirement income fund or registered edueatipn savings plan in itself,
rather than the investment fund to which the sales chnication relates, is an

investment.
,&O

Decision 2001-C-0209, 15.3; M.O. 2005-06, s. 1}@.0. 2012-06, s. 33; M.O. 2013-09, s.
3; M.O. 2014-04, s. 62. Q

15.4. Required Disclosure and Warni?t:n(Sales Communications
(1) A written sales communicati\mu t
(@) bear the name o@tﬂ'ealer that distributed the sales communication; and

publication of the sale unication.

(b) if the sales c&gunicaﬂon is not an advertisement, contain the date of first

(2) A sales c@lication that includes a rate of return or a mathematical table
illustrating the ggtential effect of a compound rate of return must contain a statement in
substantially, llowing words:

effec e compound growth rate and is not intended to reflect future values of [the
im% ent fund or asset allocation service] or returns on investment [in the investment
fﬁﬂ or from the use of the asset allocation service].”.

%S;%g rate of return or mathematical table shown] is used only to illustrate the
t

(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 non-
redeemable investment fund that does not contain performance data must contain a
warning in substantially the following words:

N
[If the securities of the non-redeemable investment fund are listed or quﬂ%n an
exchange or other market, state the following:] “You will usually pay brokgrage’fees to
your dealer if you purchase or sell [units or shares] of the investment fu Ystate the
exchange or other market on which the securities of the investmenifund’are listed or
qguoted]. If the [units or shares] are purchased or sold on [state t hange or other
market], investors may pay more than the current net asset valu n buying [units or
shares] of the investment fund and may receive less than t @1 rent net asset value
when selling them.” 6

[State the following in all cases:] “There are on ng and expenses associated
with owning [units or shares] of an investment fund. investment fund must prepare
disclosure documents that contain key informatién about the fund. You can find more
detailed information about the fund in thes Sanuments. Investment funds are not
guaranteed, their values change frequently zﬂ'&ast performance may not be repeated.

(4) A sales communication, other thp.é}r’éport to securityholders, of a money market
fund that does not contain performw ata must contain a warning in substantially the

following words: Q‘
“Commissions, trailin%missions, management fees and expenses all may be
[

associated with mutual fu vestments. Please read the prospectus before investing.
Mutual fund securities t covered by the Canada Deposit Insurance Corporation or
by any other gover deposit insurer. There can be no assurances that the fund will
be able to mainta?s net asset value per security at a constant amount or that the full
amount of youpinvestment in the fund will be returned to you. Past performance may not
be repeated %

(5) /ﬁgs communication for an asset allocation service that does not contain
perfo@ e 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.”.
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(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 return[s]
including changes in [share or unit] value and reinvestment of all [divide or
distributions] and does [do] not take into account sales, redemption, distrib@n or
optional charges or income taxes payable by any securityholder that would ha\é;ﬁ uced
returns. Mutual funds are not guaranteed, their values change frequerN/ d past
performance may not be repeated.”.

(6.1) A sales communication, other than a report to securit)da%ers, of a non-
redeemable investment fund that contains performance data mm@ tain a warning in
substantially the following words:

[If the securities of the non-redeemable investment are listed or quoted on an
exchange or other market, state the following:] “You \@u ually pay brokerage fees to
your dealer if you purchase or sell [units or shares] investment fund on [state the
exchange or other market on which the securit of the investment fund are listed or
quoted]. If the [units or shares] are purchase oId on [state the exchange or other
market], investors may pay more than the c(]'g( t net asset value when buying [units or
shares] of the investment fund and may~receive less than the current net asset value
when selling them.” )b{/‘

[State the following in all c%\/ﬁ here are ongoing fees and expenses associated
with owning [units or shares] nvestment fund. An investment fund must prepare
disclosure documents that c@m key information about the fund. You can find more
detailed information abouttheMund in these documents. The indicated rate[s] of return is
[are] the historical ann@mpounded total return[s] including changes in [share or unit]
value and reinvest f all [dividends or distributions] and does [do] not take into
account [state th@ﬁwing, as applicable:] [certain fees such as redemption fees or
optional charges,orpincome taxes payable by any securityholder that would have reduced
returns. Inv@ﬁt funds are not guaranteed, their values change frequently and past

performaan y not be repeated.

(7) les communication, other than a report to securityholders, of a money market
hat 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 income
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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 followip\ he
performance data:

“This is an annualized historical yield based on the 7 day period ded on
[date] [annualized in the case of effective yield by compounding the 7 dg/ éturn] and
does not represent an actual one year return.”. &

(8) A sales communication for an asset allocation service th aains performance
data must contain a warning in substantially the following wor

“Commissions, trailing commissions, management &s and expenses all may be
associated with mutual fund investments and the u f ‘an asset allocation service.
Please read the prospectus of the mutual funds in w vestment may be made under
the asset allocation service before investing. T dicated rate[s] of return is [are] the
historical annual compounded total retur ssuming the investment strategy
recommended by the asset allocation servicéssdsed and after deduction of the fees and
charges in respect of the service. The refurn ] is [are] based on the historical annual
compounded total returns of the partl ing funds including changes in [share] [unit]
value and reinvestment of all [divi ends or distributions] and does [do] not take into
account sales, redemption, distr or optional charges or income taxes payable by
any securityholder in respect Qﬁartlupatmg fund that would have reduced returns.
Mutual funds are not guarar@, their values change frequently and past performance
may not be repeated.”.

(9) A sales com ation distributed after the issue of a receipt for a preliminary
prospectus of the al fund described in the sales communication but before the issue
of a receipt for its prospectus must contain a warning in substantially the following words:

“‘A |nary prospectus relating to the fund has been filed with certain Canadian
securiti mmissions or similar authorities. You cannot buy [units] [shares] of the fund
unt|I levant securities commissions or similar authorities issue receipts for the

tus 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

@) identify the person providing the guarantee or insurance;
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(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 the death
of the securityholder and that redemptions before that date would be based on the net
asset value per security of the investment fund at the time; and

(d) modify any other disclosure required by this section appropriately. Q'\
(11) The warnings referred to in this section must be communicated in a arﬂér that a

reasonable person would consider clear and easily understood at the sam'ﬁc' Ne as, and
through the medium by which, the related sales communication is coryQu icated.

Decision 2001-C-0209, 15.4; M.O. 2008-06, s. 13; M.O. 2012-06,\& M.O. 2014-04, s.

63. 0

15.5. Disclosure Regarding Distribution Fees ?\

A person must not describe a mutual fund in a&ggs communication as a “no-load
fund” or use words of like effect if on a purchase of xedemption of securities of the mutual
fund investor fees are payable by an investog&&f any fees, charges or expenses are
payable by an investor to a participating deﬁl/ f the mutual fund named in the sales
communication, other than

Q/«

"\

(@) fees and charges related to 'specific optional services;

(b) for a mutual fun IS not a money market fund, redemption fees on the
redemption of securities of t utual fund that are redeemed within 90 days after the
purchase of the securiti f the existence of the fees is disclosed in the sales
communication, or in t@‘spectus of the mutual fund; or

(c) cos@ are payable only on the set-up or closing of a securityholder's
account and {ﬁ; ect the administrative costs of establishing or closing the account, if
d

the existenc e costs is disclosed in the sales communication, or in the prospectus
of the muQ~

(2) @Qsales communication describes a mutual fund as “no-load” or uses words to
Iil@f ct, 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;

(b)  disclose that management fees and operating expenses are paid by the
mutual fund; and
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(c) 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 absence of fees
or charges, other than the disclosure required by section 15.4 or a reference to the term
“no-load”, must disclose the types of fees and charges that exist.

(4) The rate of sales charges or commissions for the sale of securities of a ual
fund or the use of an asset allocation service must be expressed in a sales commuyRrjcation
as a percentage of the amount paid by the purchaser and as a percentage e net
amount invested if a reference is made to sales charges or commissions.

)
Decision 2001-C-0209, 15.5; M.O. 2012-06, s. 38; M.O. 2014-04, s. 6«03
15.6. Performance Data - General Requirements 0%

(1) A sales communication pertaining to an investment fun@r asset allocation service
must not contain performance data of the investment fu&er asset allocation service
unless all of the following paragraphs apply: O

(@)  one of the following subparagraph%@plies:
0] in the case of a mutual K@either of the following applies:

(A)  the mutual f %‘as distributed securities under a prospectus
in a jurisdiction for a period of at Iea\itiz onsecutive months;

(B) the ual fund previously existed as a non-redeemable
investment fund and has b a reporting issuer in a jurisdiction for a period of at
least 12 consecutive mo@i

(i) [ @e case of a non-redeemable investment fund, the non-
redeemable inve@t fund has been a reporting issuer in a jurisdiction for at
least 12 conse@ months;

di) in the case of an asset allocation service, the asset allocation service
has b perated for at least 12 consecutive months and has invested only in
parti g funds each of which has distributed securities under a prospectus in a

j\' iction for at least 12 consecutive months;

(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;
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(B)  securityholders of an investment fund or participants in an
asset allocation service under common management with the investment fund or asset
allocation service;

(b) the sales communication includes standard performance data of the
investment fund or asset allocation service and, in the case of a written sales
communication, the standard performance data is presented in type size that is e lﬁ(to
or larger than that used to present the other performance data; Qg\

(c) the performance data reflects or includes references to al‘\elglfents of
N

return; (b

(d) except as permitted by subsection 15.3(3), the sales Cé‘ugnunication does
not contain performance data for a period that is,

0] in the case of a mutual fund, before the\time when the mutual fund
offered its securities under a prospectus;

(i) in the case of a non-redeemabé@estment fund, before the non-
redeemable investment fund was a reporting issy{\\

(i) inthe case of an asset aﬂTY%tion service, before the asset allocation
service commenced operation.

(2) Despite subparagraph (1)(d) les communication pertaining to a mutual fund
referred to in clause (1)(a)(i)(B) \%ﬂfntams performance data of the mutual fund must
include performance data for, %erlod that the fund existed as a non-redeemable
investment fund and was a r@\ing issuer

Decision 2001-C-0209§ M.O. 2012-06, s. 38; M.O. 2014-04, s. 65.

15.7. AdvertiserQ%s‘

An ad&(ement for a mutual fund or asset allocation service must not compare
the perfo of the mutual fund or asset allocation service with any benchmark or

investn@ ther than

) one or more mutual funds or asset allocation services that are under
C on 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 to the
mutual fund or asset allocation service to which the advertisement pertains; or
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(c) an index.

Decision 2001-C-0209, 15.7; M.O. 2014-04, s. 81.
15.7.1. Advertisements for Non-Redeemable Investment Funds

An advertisement for a non-redeemable investment fund must not compare the
performance of the non-redeemable investment fund with any benchmark or inve%@Qnt
other than any of the following: Q

(@ one or more non-redeemable investment funds that are u derrl’ommon
management or administration with the non-redeemable investment fuu'db Which the
advertisement pertains;

(b)  one or more non-redeemable investment funds ‘% ave fundamental
investment objectives that a reasonable person would c similar to the non-
redeemable investment fund to which the advertisement peﬁés

O
M.O. 2014-04, s. 66. /\&
N

15.8. Performance Measurement Periodf@ered by Performance Data

(c) an index.

(1) A sales communication, other th% \'report to securityholders, that relates to a
money market fund may provide st performance data only if

day period for which it is ticable to calculate, taking into account publication

(@) the standard p(@? ance data has been calculated for the most recent 7
deadlines; and

(b) the 7 riod does not start more than 45 days before the date of the
appearance, use lication of the sales communication.

2 A salﬁ%‘nmunication, other than a report to securityholders, that relates to an
asset all % service, or to an investment fund other than a money market fund, must
not pro andard performance data unless,

% to the extent applicable, the standard performance data has been calculated
fORL0, 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;

(a.2) inthe case of a non-redeemable investment fund that has been a reporting
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issuer for more than one and less than 10 years, the standard performance data has been
calculated for the period since the inception of the non-redeemable investment fund; and

(b) the periods referred to in paragraphs (a), (a.1) and (a.2) end on the same
calendar month end that is

0] not more than 45 days before the date of the appearance or use of
the advertisement in which it is included; and

(i) not more than 3 months before the date of first publicat@&f any
other sales communication in which it is included. \ .

(3)  Areport to securityholders must not contain standard performa;Qe ta unless,

(@) tothe extent applicable, the standard performance d@s been calculated
for 10, 5, 3 and 1 year periods;

(a.1) in the case of a mutual fund that has been?ﬂgering securities by way of
prospectus for more than one and less than 10 years, @tandard performance data has
been calculated for the period since the inception of utual fund;

(a.2) inthe case of a non-redeemable@.s ment fund that has been a reporting
issuer for more than one and less than 10 yedftf,Fl e standard performance data has been
calculated for the period since the incept'ke{u/(‘)‘f e non-redeemable investment fund; and

(b) the periods referred to,in :)}agraphs (@), (a.1) and (a.2) end on the day as
of which the balance sheet of Inancial statements contained in the report to
securityholders was prepared.Q

(4) A sales communication must clearly identify the periods for which performance
data is calculated. O

Decision 2001-C , 15.8; M.O. 2012-06, s. 38; M.O. 2013-24, s. 5; M.O. 2014-04,

S. 67. Q/
15.9. ChQ&E affecting Performance Data

(2) @uring or after a performance measurement period of performance data
c ined 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

(@) summary disclosure of the changes, and of how those changes could have

affected the performance had those changes been in effect throughout the performance
measurement period; and
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(b) for a money market fund that during the performance measurement period
did not pay or accrue the full amount of any fees and charges of the type described under
paragraph 15.11(1)1, disclosure of the difference between the full amounts and the
amounts actually charged, expressed as an annualized percentage on a basis
comparable to current yield.

(2) If an investment fund has, in the last 10 years, undertaken a reorganization ﬁg
or acquired assets from, another investment fund in a transaction that was a |al

change for the investment fund or would have been a material change for the i ment
fund had this Regulation been in force at the time of the transaction, then, in any sales
communication of the investment fund, 0.;\

(@) the investment fund must provide summary disclosur@e transaction;

(b) the investment fund may include its performancg(data covering any part of
a period before the transaction only if it also includes the pexfoymnance data for the other
fund for the same periods;

(c) the investment fund must not include ié&ormance data for any part of a
period after the transaction unless '<\

0] 12 months have passe Qe the transaction, or

(i) the investment fu% includes in the sales communication the
performance data for itself and the other investment fund referred to in paragraph (b); and

(d)  the investment f@mst not include any performance data for any period
that is composed of both timv~ ore and after the transaction.

Decision 2001-C-0209§ M.O. 2005-06, ss. 8 and 11; M.O. 2014-04, s. 68.
15.10. ForQ%or Calculating Standard Performance Data

(1) The %Ard performance data of an investment fund must be calculated in
accordan this Part.

(2) les Part

“current yield” means the yield of a money market fund expressed as a percentage
and determined by applying the following formula:

current yield = [7 day return x 365/7] x 100;

“effective yield” means the yield of a money market fund expressed as a
percentage and determined by applying the following formula:
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effective yield = [(7 day return + 1)365/7 - 1] x 100;

“7 day return” means the income yield of an account of a securityholder in a money
market fund that is calculated by

(@) determining the net change, exclusive of new subscriptions other than from
the reinvestment of distributions or proceeds of redemption of securities of the mﬁ\ey
market fund, in the value of the account, Q'\

(b)  subtracting all fees and charges of the type ref rre(dl/to in
paragraph 15.11(1)3 for the 7 day period, and QD o

(c) dividing the result by the value of the account at the b@ing of the 7 day
period;

“standard performance data” means, as calculated @ach case in accordance
with this Part,

(@) for a money market fund, either of the %ng:
(1) the current yield; Q'\

(i) the current yield an ff(elﬁve yield, if the effective yield is reported
in a type size that is at least equal to thp{ the current yield; and

(b)  for any investment ther than a money market fund, the total return;

and Q

“total return” mean gannual compounded rate of return for an investment fund
for a period that woul e the initial value to the redeemable value at the end of the
period, expressed rcentage, and determined by applying the following formula:

t@l/%turn = [(redeemable value/initial value)(1/N)-1] x 100

Qgﬂwere N = the length of the performance measurement period in
O years, with a minimum value of 1.

( % there are fees and charges of the type described in paragraph 15.11(1)1 relevant
tO\{he calculation of redeemable value and initial value of the securities of an investment
fund, the redeemable value and initial value of securities of an investment fund must be
the net asset value of one unit or share of the investment fund at the beginning or at the
end of the performance measurement period, minus the amount of those fees and
charges calculated by applying the assumptions referred to in that paragraph to a
hypothetical securityholder account.
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4) If there are no fees and charges of the type described in paragraph 15.11(1)1
relevant to a calculation of total return, the calculation of total return for an investment
fund may assume a hypothetical investment of one security of the investment fund and
be calculated as follows:

(@) “initial value” means the net asset value of one unit or share of an
investment fund at the beginning of the performance measurement period; and

(b)  “redeemable value” = é\
Rx(1+D1/P1)x (1 +D2/P2)x (1 +D3/P3)...x (1 + Dn/Pn)'\(l/
2N
where R = the net asset value of one unit or securit f(t)l?e investment

fund at the end of the performance measurement period,

investment fund at the time of each distribution,

D= the dividend or distribution a@ger security of the

the investment fund at the time of each distribution, &

P = the dividend or distributiX;tment price per security of
A0
n= the number of @dends or distributions during the
performance measurement period. (L

(5)  Standard performance data of ar)é%sé‘t allocation service must be based upon the
standard performance data of its pagticipating funds.

(6) Performance data Q -

(@) for an invest ek?und other than a money market fund must be calculated
to the nearest one-ten Y%; and

(b)  for @n‘ey market fund must be calculated to the nearest one-hundredth
of 1%.

C.
Decision -0209, 15.10; M.O. 2014-04, s. 69.

15.1 O Assumptions for Calculating Standard Performance Data

(IXS The following assumptions must be made in the calculation of standard
performance data of an investment fund:

1. Recurring fees and charges that are payable by all securityholders

(@) are accrued or paid in proportion to the length of the performance
measurement period;
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(b) if structured in a manner that would result in the performance
information being dependent on the size of an investment, are calculated on the basis of
an investment equal to the greater of $10,000 or the minimum amount that may be
invested; and

(c) if fully negotiable, are calculated on the basis of the average fees
paid by accounts of the size referred to in paragraph (b).

2. There are no fees and charges related to specific optional servic Q
3. All fees and charges payable by the investment fund are aqoél\e(f‘or paid.

4. Dividends or distributions by the investment fund Xinvested in the
investment fund at the net asset value per security of the i ent fund on the
reinvestment dates during the performance measurement per'(@

5. There are no non-recurring fees and charge t are payable by some or
all securityholders and no recurring fees and charge @ re payable by some but not
all securityholders. '{

6. In the case of a mutual fund, a ﬁm{) ete redemption occurs at the end of
the performance measurement period so tﬁt/ e ending redeemable value includes
elements of return that have been accru?ctbg not yet paid to securityholders.

7. In the case of a non-rqj;ge}‘uable investment fund, a complete redemption
occurs at the net asset value of g urity at the end of the performance measurement
period so that the ending red e value includes elements of return that have been

accrued but not yet paid to s ityholders.

(2) The following @wptions must be made in the calculation of standard
performance data o set allocation service:

1. Fq/&lnd charges that are payable by participants in the asset allocation
service C)

QQ (@) are accrued or paid in proportion to the length of the performance
mea e

nt period;

\% (b) if structured in a manner that would result in the performance
information being dependent on the size of an investment, are calculated on the basis of
an investment equal to the greater of $10,000 or the minimum amount that may be
invested; and

(c) if fully negotiable, are calculated on the basis of the average fees
paid by accounts of the size referred to in paragraph (b).
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2. There are no fees and charges related to specific optional services.

3. The investment strategy recommended by the asset allocation service is
utilized for the performance measurement period.

4. Transfer fees are
(@) accrued or paid; é\
(b) if structured in a manner that would result in the mance

information being dependent on the size of an investment, calculated o 'aS|s of an
account equal to the greater of $10,000 or the minimum amount th be invested,;
and

(© if the fees and charges are fully negotiahl€, ©alculated on the basis
of the average fees paid by an account of the size referred te iy paragraph (b).

5. A complete redemption occurs at the en he performance measurement
period so that the ending redeemable value include& ents of return that have been
accrued but not yet paid to securityholders.

(3)  The calculation of standard performa Qiata must be based on actual historical
performance and the fees and cha %ayable by the investment fund and
securityholders, or the asset aIIocatio;\ rvice and participants, in effect during the
performance measurement period. \/

Decision 2001-C-0209, 15.11; Q 014 05, s. 70.

@
&O
&
&
&
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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

(@) whether the security represents a share in a corporation or an intere s(\Q a
non-corporate entity;

(b)  the name of the mutual fund and its manager; '\%
)
(c) the fundamental investment objectives of the mutual furﬂ'\‘b
(d)  without giving details, whether the security is ng | be a qualified
investment for a registered retirement savings plan, registere ent income fund or
registered education savings plan or qualifies or will quali e holder for special tax

treatment; and

(e) any additional information permitted b Qrities legislation.

Decision 2001-C-0209, 15.12; M.O. 2012-06, Q@& .0. 2014-04, s. 81.
15.13. Prohibited Representatio?ilil/

(1)  Securities issued by an unin orp'bated investment fund must be described by a
term that is not and does not incl e word “shares”.

(2) A communication by ﬁvestment fund or asset allocation service, its promoter,
manager, portfolio adviserfyrimcipal distributor, participating dealer or a person providing
services to the invesﬁ fund or asset allocation service must not describe the
investment fund as modity pool or as a vehicle for investors to participate in the
speculative tradm??‘r leveraged investment in, derivatives, unless the investment fund
is a commodi | as defined in Regulation 81-104 respecting Commodity Pools
(chapter V- 0).

Demsm@l-c-ozoa 15.13; M.O. 2005-06, s. 12; M.O. 2014-04, s. 71.
15% 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:

1. The sales communication clearly specifies the class or series of security to
which any performance data contained in the sales communication relates.
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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 security
referred to in the sales communication and must clearly explain the reasons for different
performance data among the classes or series.

class or series of security must not contain performance data for the existing
series unless the sales communication clearly explains any differences betweeml/
class or series and the existing class or series that could affect performanc

3. A sales communication for a new class or series of security and an exiSting
& or

new

\ N

Decision 2001-C-0209, 15.14; M.O. 2014-04, ss. 80 and 81. &‘b

PART 15.1 INVESTMENT RISK CLASSIFICATION METHOD@Y

15.1.1. Use of Investment Risk Classification Met@logy

A mutual fund must &O

(@) determine its investment risk Ieveh?‘ least annually, in accordance with
Appendix F; and (19

(b)  disclose its investment rial@él in the fund facts document in accordance
with Part I, Iltem 4 of Form 81-101F§ or the ETF facts document in accordance with Part
[, tem 4 of Form 41-101F4, as I le.

M.O. 2017-03, s. 3. @VQ

PART 16  (Revo @
Z

Decision 2001@ 09, Part 16;: M.O. 2005-06, s. 9.

16.1. (R ).

.\
Decisf 01-C-0209, 16.1; M.O. 2005-06, s. 9.

P& (Revoked).

Decision 2001-C-0209, 16.2; M.O. 2005-06, s. 9.

16.3. (Revoked).

Decision 2001-C-0209, 16.3; M.O. 2005-06, s. 9.
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PART 17  (Revoked)

Decision 2001-C-0209, Part 17; M.O. 2005-06, s. 9.

17.1. (Revoked).

Decision 2001-C-0209, 17.1; M.O. 2005-06, s. 9.

17.2. (Revoked).

Decision 2001-C-0209, 17.2; M.O. 2005-06, s. 9. (l/

N
17.3. (Revoked). &OD

Decision 2001-C-0209, 17.3; M.O. 2005-06, s. 9. 0%

PART 18 SECURITYHOLDER RECORDS 00

?\

18.1. Maintenance of Records O

An investment fund that is not a corp |€1\'{on must maintain, or cause to be
maintained, up to date records of Q

(@) the names and latest kngwn &ddresses of each securityholder of the
investment fund; @"

(b)  the number andqc@ér series of a class of securities held by each

securityholder of the investme ; and

distribution, of the inv fund.

(© the date an§(¥ms of each issue and redemption of securities, and each

Decision 2001-C-Q%,~18.1; M.O. 2014-04, s. 72.

18.2. Avail@y of Records

(1) /@Estment fund that is not a corporation must make, or cause to be made, the
recorg erred to in section 18.1 available for inspection, free of charge, during normal
b e8s hours at its principal or head office by a securityholder or a representative of a
securityholder, if the securityholder has agreed in writing that the information contained
in the register will not be used by the securityholder for any purpose other than either of
the following:

(a) in the case of a mutual fund, attempting to influence the voting of

securityholders of the mutual fund or a matter relating to the relationships among the
mutual fund, the members of the organization of the mutual fund, and the securityholders,
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partners, directors and officers of those entities;

(b) in the case of a non-redeemable investment fund, attempting to influence
the voting of securityholders of the non-redeemable investment fund or a matter relating
to the relationships among the non-redeemable investment fund, the manager and
portfolio 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 securityholde &/\\t‘ue
investment fund, provide, or cause to be provided, to the securityholder a ¢ f the
records referred to in paragraphs 18.1(a) and (b) if the securityholder .

(@) has agreed in writing that the information contained in ug(rgister will not
be used by the securityholder for any purpose other than attem o influence the
voting of securityholders of the investment fund or a matter relatiﬂﬁhe administration
of the investment fund; and

(b) has paid a reasonable fee to the investment that does not exceed the
reasonable costs to the investment fund of providing y of the register.

Decision 2001-C-0209, 18.2; M.O. 2014-04, s. 7(\
PART 19 EXEMPTIONS AND APPROV@&

19.1. Exemption y{l/‘

(1)  The regulator, except in \36 or the securities regulatory authority may grant
an exemption from this Reg , In whole or in part, subject to such conditions or
restrictions as may be impo the exemption.

(2) Despite subsec@, in Ontario only the regulator may grant such an exemption.

Decision 2001-C-Q%,~19.1; M.O. 2005-06, s. 11; M.O. 2014-04, s. 74.

19.2. Exen@or Approval under Prior Policy

(1) %tual fund that has obtained, from the regulator, except in Québec, or the
secur{ges”regulatory authority, an exemption or waiver from, or approval under, a

prowision of National Policy Statement No. 39 before this Regulation came into force is
e&pt from any substantially similar provision of this Regulation, if any, on the same
conditions, if any, as are contained in the earlier exemption or approval, unless the
regulator or securities regulatory authority has revoked that exemption or waiver under
authority provided to it in securities legislation.

(2) Despite Part 7, a mutual fund that has obtained, from the regulator, except in
Québec, or the securities regulatory authority, approval under National Policy Statement
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No. 39 to pay incentive fees may continue to pay incentive fees on the terms of that
approval if disclosure of the method of calculation of the fees and details of the
composition of the benchmark or index used in calculating the fees are described in the
prospectus of the mutual fund.

(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 appr %nder,
National Policy Statement No. 39 previously obtained; and \ .

(b)  the provision in the Instrument that is substantially simildr to-the provision
in National Policy Statement No. 39 from or under which the exem r approval was
previously obtained.

Decision 2001-C-0209, 19.2; M.O. 2005-06, s. 11; M.O. 20& s. 38; M.O. 2014-04,
ss. 75 and 81.

19.3. Revocation of exemptions ’@
(1) A mutual fund that has obtained an ex ion or waiver from, or approval under,
National Policy Statement No. 39 or this tion before December 31, 2003, that

relates to a mutual fund investing in otfker Mutual funds, may no longer rely on the
exemption, waiver or approval as of De& er 31, 2004,

(2) In British Columbia, subseQ&Kl) does not apply.

M.O. 2004-02, s. 16: M.O. 2(@)4, s. 76.
PART 20 TRANSI@L

20.1. (Revokid‘)QQ‘

Decision 20%3&0209, 20.1: M.O. 2005-06, s. 10.

J
20.2. Communications

% ales communications, other than advertisements, that were printed before
D\ mber 31, 1999 may be used until August 1, 2000, despite any requirements in this
Regulation.

Decision 2001-C-0209, 20.2; M.O. 2005-06, s. 11.

20.3. Reports to Securityholders
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This Regulation does not apply to reports to securityholders
(@) 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. '<\
20.4. Mortgage Funds (19

(2) Paragraphs 2.3(1)(b) and (c) do not apply to a mutual fund thaé'EP&@ adopted
fundamental investment objectives to permit it to invest in mortgages j rdance with
Regulation No. 29 respecting Mutual Funds Investing in Mortgages(%a ter V1.1, r. 45)

if 0
(@) a Regulation replacing Regulation No. 29®specting Mutual Funds
Investing in Mortgages has not come into force;

(b) the mutual fund was established, and ﬁ&@prospectus for which a receipt
was issued, before the date that this Regulation cﬁ\@e into force; and

(c) the mutual fund complies with R&llation No. 29 respecting Mutual Funds
Investing in Mortgages. %\

N

(2) If a non-redeemable investment’ fund has adopted fundamental investment
objectives to permit it to invest i %ages, paragraph 2.3(2)(b) does not apply to the
non-redeemable investment , If the non-redeemable investment fund was
established, and has a prosp@s for which a receipt was issued, on or before September
22,2014.

Decision 2001-C-0 0.4; M.O. 2005-06, ss. 11 and 12; M.O. 2012-06, s. 36;
M.O. 2014-04, s. 7L,

20.5. Delayqj&Oming into Force

(1) Ié’?e section 20.1, subsection 4.4(1) does not come into force until
Auqu, 000.

(29\% Despite section 20.1, the following provisions of this Regulation do not come into
force until February 1, 2001:

1. Subsection 2.4(2).

2. Subsection 2.7(4).
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3. Subsection 6.4(1).

4. Subsection 6.8(4).

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

Sydney Futures Exchange Australian Financial Futures Market '<\

Q
Austria (1/

\
Osterreichische Termin-und Option Borse (OTOB - The Austrian Opﬁér??and Futures

Exchange) %
N
0(’)

Belfox CV (Belgium Futures and Options Exchange) ?\

Brazil &O

Bolsa Brasileira de Futuros Q
Bolsa de Mercadorias & Futuros (L
Bolsa de Valores de Rio de Janeiro %\

Belgium

Canada \/
The Winnipeg Commodity Ech%e‘
The Toronto Futures Exchanv\

The Montreal Exchange @

Denmark Q‘O

Garenti fond Dankse Optioner og Futures (Guarantee Fund for Danish Options and
Futures)
Futop ( nhagen Stock Exchange)

F'\KN%'
Helsinki Stock Exchange

Oy Suomen Optiopdrssi (Finnish Options Exchange)
Suomen Optionmeklarit Oy (Finnish Options Market)

Kobenhavusé?g ors (Copenhagen Stock Exchange)

Regulation 81-102 April 12, 2017 PAGE 104



REGULATION IN FORCE FROM APRIL 12, 2017 TO AUGUST 31, 2017

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 '\

>
Hong Kong

N
Hong Kong Futures Exchange Limited &(b
Ireland 0%

Irish Futures and Options Exchange 0(9

<O

Milan Italiano Futures Exchange '<\

Italy

Japan (19
Osaka Shoken Torihikisho (Osaka Secp%lsf‘ Exchange)
The Tokyo Commaodity Exchange for Industry

The Tokyo International Financia@(es Exchange
Tokyo Grain Exchange

Tokyo Stock Exchange ??

Netherlands O

AEX Options & Fg S Exchange
EOE-Optiebeus, (Buropean Options Exchange)
Financiele T@markt Amsterdam N.V.

New Z@%d

I\@aland Futures and Options Exchange
Norway

Oslo Stock Exchange
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Philippines
Manila International Futures Exchange
Portugal

Bosa de Derivatives de Porto

Singapore Q
Singapore Commaodity Exchange (SICOM) (1/
Singapore International Monetary Exchange Limited (SIMEX) 0.;\ o
Spain &

Meff Renta Fija

Meff Renta Variable 00

Sweden &O
Q\

Switzerland (19

EUREX Q/“

United Kingdom QS\/
International Petroleum Excf@e (IPE)
i

London International Finag al Futures and Options Exchange (LIFFE)

OM Stockholm Fondkommission AB

London Metal Exchan )

OM London QQ‘

United States

Chica rd of Trade (CBOT)
Chic%) ercantile Exchange (CME)
C dity Exchange, Inc. (COMEX)
ncial Instrument Exchange (Finex) a division of the New York Cotton Exchange
Board of Trade of Kansas City, Missouri, Inc.
Mid-America Commodity Exchange
Minneapolis Grain Exchange (MGE)
New York Futures Exchange, Inc. (NYFE)
New York Mercantile Exchange (NYMECX)
New York Board of Trade (NYBOT)

Chicag&@of Options Exchange (CBOE)
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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 @ds
(chapter V-1.1, r. 39) Q
For the year ended [insert date] (L

We hereby confirm that we have complied with the applica %q‘uirements
of Parts 9, 10 and 11 of Regulation 81-102 respecting Mutual Funds}Qt year ended
[insert date] [except as follows:] [list exceptions, if any]. 0%

06
X
<O
A
Name and office of the person executing this r@q‘

) (1/
Date y\l/‘
Q&%dit Report
TO: [The appropriate secu@ regulatory authorities]

RE: Compliance Re n Regulation 81-102 respecting Mutual Funds For the year
ended [inser

[NAME of mutual fund]

Signature

We ha gdited [name of mutual fund]'s report made under section 12.1 of
Regulation 86%2 respecting Mutual Funds regarding its compliance for the year ended
[insert d #th the applicable requirements of Parts 9, 10 and 11 of that Regulation.
Compli@ith these requirements is the responsibility of the management of [name of
mutu d] (the “Fund”). Our responsibility is to express an opinion on management's

cq@i nce 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.
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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 and should
not be used for any other purpose.

City Q'<\
Date Chartered Accou ntaps (1/

)
Decision 2001-C-0209, Appendix B-1; M.O. 2005-06, s. 12; M.O. 201 22%. 6.
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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 @ds
(chapter V-1.1, r. 39) Q
For the year ended [insert date] (L

FOR: [Name(s) of the mutual fund (the “Fund[s]")] QS\ o

of Parts 9, 10 and 11 of Regulation 81-102 respecting Mutual Ku in respect of the

We hereby confirm that we have complied with the z@le requirements
Fund(s] for the year ended [insert date] [except as follows:] [Ilst@y ptions, if any].

[NAME of the Distributor] }

<O
Signature (\
AN

Name and office of the person executing(tﬂs\t\{port

N
Date QS\/
?? Audit Report
TO: [The appropriat@rities regulatory authorities]
RE: Compliancﬁgﬁort on Regulation 81-102 respecting Mutual Funds For the year
e

ended [insert %

W audited [name of principal distributor]'s report made under section 12.1
of Re n 81-102 respecting Mutual Funds regarding its compliance for the year
end ert date] with the applicable requirements of Parts 9, 10 and 11 of that

Regulation in respect of the [name of mutual funds] (the “Funds”). Compliance with these
reguirements 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 we plan and
perform an audit to obtain reasonable assurance as a basis for our opinion. Such an audit
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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.

This report is provided solely for the purpose of assisting the securities reg Ié\er
authority [ies] to which it is addressed in discharging its [their] responsibilities an@wuld
not be used for any other purpose. (1/

City (;5\ "
Date Chartered Ac@xtants

Decision 2001-C-0209, Appendix B-2; M.O. 2005-06, s. 12; @9 13-24,s. 7.
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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 @ds
(chapter V-1.1, r. 39) Q
For the year ended [insert date] (L

We hereby confirm that we have sold mutual fund seco'%he“to which
Regulation 81-102 respecting Mutual Funds is applicable. In connectio;%it our activities
in distributing these securities, we have complied with the applicﬂ;? equirements of
Parts 9, 10 and 11 of Regulation 81-102 respecting Mutual Fu@ r the year ended
[insert date] [except as follows:] [list exceptions, if any]. 0(9

[NAME of the Distributor] }

<O
Signature (\
AN

Name and office of the person executing(tﬂs\t\{port

\ N
&
?\ udit Repor

TO: [The appropriat@rities regulatory authorities]
RE: Compliancﬁgﬁort on Regulation 81-102 respecting Mutual Funds For the year
e

ended [insert %

audited [name of participating dealer]'s report made under section 12.1
n 81-102 respecting Mutual Funds regarding its compliance for the year
ert date] with the applicable requirements of Parts 9, 10 and 11 of that
Regulation in respect of sales of mutual fund securities. Compliance with these
requirements is the responsibility of the management of [name of participating dealer]
(the “Company”). Our responsibility is to express an opinion on management's
compliance report based on our audit.

We conducted our audit in accordance with 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
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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 fund
securities.

This report is provided solely for the purpose of assisting the securities r /xry
authority [ies] to which it is addressed in discharging its [their] responsibilities ould
not be used for any other purpose.

fb'\“
City
Date Chartered @ntams

Decision 2001-C-0209, Appendix B-3; M.O. 2005-06, s. 12; @ 2013-24,s. 7.
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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 Registration
Requirements, Exemptions and Ongoing Regis’éﬁt
Obligations (chapter V-1.1, r. 10

g (chap ) (\Q
Newfoundland and Labrador s. 191 of Reg 805/96 N s v
(‘b >
M.O. 2006-03, s. 7; M.O. 2009-05, s. 2; M.O. 2014-04, s. 79. '&
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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,

Exemptions and Ongoing Registrant Obliga@s

(chapter V-1.1, r. 10) (1/
Alberta ss. 185(2) and (3) of the Securities Iberta)
British Columbia S. 6(2) of BC Instrument 81-51®-Dealing
New Brunswick s. 137(2) of the Securitie @ ew Brunswick)
Newfoundland and Labrador ss. 112(2), 112(3), 11 a) and 119(2)(b) of the

Securities Act (N undland and Labrador)
Nova Scotia ss. 119(2) nﬂ\(3) of the Securities Act (Nova

Scotia) Q
Ontario Ss. 1(:21/and (3) of the Securities Act (Ontario)
Saskatchewan ss. 120(2) and (3) of The Securities Act, 1988

Qgséskatchewan)

M.O. 2014-04, s. 79. ??

&O
&
&
&
Ny
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APPENDIX E
INVESTMENT FUND CONFLICT OF INTEREST REPORTING REQUIREMENTS

Jurisdiction Securities Legislation Reference
Alberta s. 191(1)(a) of the Securities Act (Alberta) é\
British Columbia s. 9(a) of BC Instrument 81-513 Self-[}%lli
)
New Brunswick s. 143(1)(a) of the Securities Act,(Qe(\bBrunswick)
Newfoundland and Labrador s. 118(1)(a) of the Securitie&@wewfoundland
and Labrador)
Nova Scotia s. 125(1)(a) of the Se@ms Act (Nova Scotia)
Ontario s. 117(1)(a) of tﬁ%\@curities Act (Ontario)
Saskatchewan S. 126(1)%’/& he Securities Act, 1988
(Saska an)
M.O. 2014-04, s. 79. 0/”
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NOT IN force (M.O. 2017-03, s. 4)
In force on September 1, 2017

APPENDIX F
INVESTMENT RISK CLASSIFICATION METHODOLOGY

Commentary

This Appendix contains rules and accompanying commentary on those rules. Each
member jurisdiction of the CSA has made these rules under authority granted to it under
the securities legislation of its jurisdiction.

The commentary explains the implications of a rule, offers examples or indicates
different ways to comply with a rule. It may expand on a particular subject without being
exhaustive. The commentary is not legally binding, but it does reflect the views of the
CSA. Commentary always appears in italics and is titled “Commentary.”
ltem 1 Investment risk level

(1)  Subject to subsection (2), to determine the “investment risk level” of a mutual fund,

(@ determine the mutual fund’'s standard deviation in accordance with Item 2
and, as applicable, Item 3, 4 or 5,

(b) in the table below, locate the range of standard deviation within which the
mutual fund’s standard deviation falls, and

(c) identify the investment risk level set opposite the applicable range.

N\ O

Standard Deviation Range Investment Risk Level
A
~)
0 to less than 6 Low
N
4 N\
6 to less than 11 Low to medium
A~
11 to less than 16 Medium
7O _ _
16 to less than 20 Medium to High
20 or greater High

(2) Despite subsection (1), the investment risk level of a mutual fund may be increased
if doing so is reasonable in the circumstances.

(3) A mutual fund must keep and maintain records that document:
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(@) how the investment risk level of a mutual fund was determined, and

(b) if the investment risk level of a mutual fund was increased, why it was
reasonable to do so in the circumstances.

Commentary:

(2) The investment risk level may be determined more frequently than annually.
Generally, the investment risk level must be determined again whenever it is no longer
reasonable in the circumstances.

(2) Generally, a change to the mutual fund’s investment risk level disclosed on the
most recently filed fund facts document or ETF facts document, as applicable, would be
a material change under securities legislation in accordance with Part 11 of Regulation
81-106 respecting Investment Fund Continuous Disclosure (chapter V-1.1, r. 42).

ltem 2 Standard deviation

(1) A mutual fund must calculate its standard deviation for the most recent 10 years
as follows:

[ AN
Standard Deviation

Qe s ny

»

where Q'rf\: 120 months
Ri
S F

o

(2) For the purposes of subsection (1), a mutual fund must make the calculation with
respect to the series or class of securities of the mutual fund that first became available
to the public and calculate the “return on investment” for each month using:

= return on investment in month i
= average monthly return on investment

(@) the net asset value of the mutual fund, assuming the reinvestment of all
income and capital gain distributions in additional securities of the mutual fund, and

(b)  the same currency in which the series or class is offered.
Commentary:

For the purposes of Item 2, except for seed capital, the date on which the series
or class of securities “first became available to the public” corresponds or approximately
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corresponds to the date on which the securities of the series or class were first issued to
investors.

ltem 3 Difference in classes or series of securities of a mutual fund

Despite Item 2(2), if a series or class of securities of the mutual fund has an
attribute that results in a different investment risk level for the series or class than the
investment risk level of the mutual fund, the “return on investment” for that series or class
of securities must be used to calculate the standard deviation of that particular series or
class of securities.

Commentary:

Generally, all series or classes of securities of a mutual fund will have the same
investment risk level as determined by Items 1 and 2. However, a particular series or
class of securities of a mutual fund may have a different investment risk level than the
other series or classes of securities of the same mutual fund if that series or class of
securities has an attribute that differs from the other. For example, a series or class of
securities that employs currency hedging or that is offered in the currency of the United
States of America (if the mutual fund is otherwise offered in the currency of Canada) has
an attribute that could result in a different investment risk level than that of the mutual
fund.

Item 4 Mutual funds with less than 10 years of history

(2) For the purposes of Item 2, if it has been less than 10 years since securities of the
mutual fund were first available to the public, and if the mutual fund is a clone fund and
the underlying fund has 10 years of performance history, or if there is another mutual fund
with 10 years of performance history which is subject to this Regulation, and has the same
fund manager, portfolio manager, investment objectives and investment strategies as the
mutual fund, then in either case the mutual fund must calculate the standard deviation of
the mutual fund in accordance with Item 2 by

(@) using the available return history of the mutual fund, and

(b) imputing the return history of the underlying fund or the other mutual fund,
respectively, for the remainder of the 10 year period.

(2) For the purposes of Item 2, if it has been less than 10 years since securities of the
mutual fund were first available to the public, and paragraph (1) above does not apply,
then the mutual fund must select a reference index in accordance with Item 5, and
calculate the standard deviation of the mutual fund in accordance with Item 2 by

(@) using the return history of the mutual fund, and
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(b) imputing the return history of the reference index for the remainder of the 10
year period.

Commentary:

Generally, if a mutual fund that is structured as a mutual fund trust does not have
10 years of performance history, the past performance of a corporate class version of that
mutual fund should be used to fill in the missing past performance information required to
calculate standard deviation. Likewise, if a mutual fund that is structured as a corporate
class fund does not have 10 years of performance history, the past performance of a
mutual fund trust version of that mutual fund should be used to fill in the missing past
performance information required to calculate standard deviation.

Item 5 Reference index

(2) For the purposes of Item 4(2), the mutual fund must select a reference index that
reasonably approximates, or for a newly established mutual fund, is expected to
reasonably approximate, the standard deviation of the mutual fund.

(2)  When using a reference index, a mutual fund must:

(@) monitor the reasonableness of the reference index on an annual basis or
more frequently if necessary,

(b) disclose in the mutual fund’'s prospectus in Part B, Item 9.1 of
Form 81-101F1 or Part B, Item 12.2 of Form 41-101F2, as applicable:

(1) a brief description of the reference index, and

(i) if the reference index has changed since the last disclosure under
this section, details of when and why the change was made.

Instructions:

(1) A reference index must be made up of one permitted index or, where necessary,
to more reasonably approximate the standard deviation of a mutual fund, a composite of
several permitted indices.

(2) In selecting and monitoring the reasonableness of a reference index, a mutual fund
must consider a number of factors, including whether the reference index

(@) contains a high proportion of the securities represented, or expected to be
represented, in the mutual fund’s portfolio,
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(b) has returns, or is expected to have returns, highly correlated to the
returns of the mutual fund,

(c) has risk and return characteristics that are, or expected to be, similar to
the mutual fund,

(d) has its returns computed (total return, net of withholding taxes, etc.) on
the same basis as the mutual fund’s returns,

(e) Is consistent with the investment objectives and investment strategies in
which the mutual fund is investing,

() has investable constituents and has security allocations that represent
investable position sizes, for the mutual fund, and

(9) is denominated in, or converted into, the same currency as the mutual
fund’s reported net asset value.

3) In addition to the factors listed in (2), the mutual fund may consider other
factors if relevant to the specific characteristics of the mutual fund.

Commentary:

A mutual fund must consider each of the factors in (2), and may consider other
factors, as appropriate, in selecting and monitoring the reasonableness of a reference
index. However, a reference index that reasonably approximates, or is expected to
reasonably approximate, the standard deviation of a mutual fund may not necessarily
meet all of the factors in (2).

Item 6 Fundamental changes

(1) For the purposes of Item 2, if there has been a reorganization or transfer of assets
of the mutual fund pursuant to paragraphs 5.1(1)(f) or (g) or subparagraph 5.1(1)(h)(i) of
the Regulation, the standard deviation must be calculated using the monthly “return on
investment” of the continuing mutual fund, as the case may be.

(2) Despite subsection (1), if there has been a change to the fundamental investment
objectives of the mutual fund pursuant to paragraph 5.1(1)(c) of the Regulation, for the
purposes of Item 2, the standard deviation must be calculated using the monthly “return
on investment” of the mutual fund starting from the date of that change.

M.O. 2017-03, s. 4
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Transitional Provisions
M.O. 2017-03, 2017 G.0O. 2, 915

5. Any exemption from or waiver of a provision of Form 81-101F3 Contents of Fund
Facts Document in relation to the disclosure under the heading “How risky is it?” expires
on September 1, 2017.

M.O. 2014-04, 2014 G.O. 2, 1967 '<\

82. (1) If a non-redeemable investment fund filed a prospectus on w&efore
September 22, 2014,
b
(@  until September 21, 2015, sections 2.12t0 2.17 of&‘;}ation 81-102
respecting Mutual Funds (chapter V-1.1, r. 39) do not apply to (% on-redeemable
investment fund; and

(b) until March 21, 2016, sections 2.2, 2.3 .5 of Regulation 81-102
respecting Mutual Funds do not apply to the non-redeema%nvestment fund.

(2) If a mutual fund filed a prospectus on or'ﬁq@e September 22, 2014, until
March 21, 2016, subsection 2.5(2) of Regulati 1-102 respecting Mutual Funds, as
amended by subsection 11(2) of this Regulati<§(}‘cb s not apply to the mutual fund if the
mutual fund complies with subsection 2.5( Regulation 81-102 respecting Mutual
Funds as that provision was in force on %ists ber 21, 2014.

3) Despite any amendments (to '}Ie contrary in this Regulation, if a sales

communication, other than an a ement, was printed before September 22, 2014,
the sales communication may d until March 23, 2015.

Decision 2001-C-0 Q01-05-22
Bulletin hebdomaQ : 2001-06-01, Vol. XXXII n°22

Amendmenﬁ)%
Decisio@-&oozo, 2004-01-23
Bull domadaire: 2004-03-05, Vol. XXXV n° 09

M\%Z 04-01, 2004 G.O. 2, 1064

Decision 2005-PDG-0121, 2005-05-09
Bulletin de I'Autorité: 2005-06-03, Vol. 2 n°® 22
M.O. 2005-06, 2005 G.O. 2, 1550

Decision 2006-PDG-0184, 2006-10-19
Bulletin de I'Autorité: 2006-11-17, Vol. 3 n° 46
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M.O. 2006-03, 2006 G.O. 2, 3586

Decision 2008-PDG-0058, 2008-02-22
Bulletin de I'Autorité: 2008-03-14, Vol. 5 n° 10
M.O. 2008-06, 2008 G.O. 2, 726

Decision 2008-PDG-0200, 2008-07-18
Bulletin de I'Autorité: 2008-09-05, Vol. 5 n° 35
M.O. 2008-13, 2008 G.O. 2, 4556

Decision 2009-PDG-0123, 2009-09-04
Bulletin de I'Autorité: 2009-09-25, Vol. 6 n° 38
M.O. 2009-05, 2009 G.O. 2, 3362A

Decision 2010-PDG-0212, 2010-11-22
Bulletin de I'Autorité: 2010-12-17, Vol. 7 n° 50
M.O. 2010-14, 2010 G.0O. 2, 3889

Decision 2012-PDG-0055, 2012-03-20
Bulletin de I’'Autorité; 2012-04-26, Vol. 9, n° 17
M.O. 2012-06, 2012 G.0O. 2, 1269

Decision 2013-PDG-0068, 2013-04-24
Bulletin de I’Autorité:; 2013-05-30, Vol. 10.n° 21
M.O. 2013-09, 2013 G.O. 2, 1386

Decision 2013-PDG-0131, 2013-07~1%
Bulletin de I'’Autorité:; 2013-08-29,%/0l. 10, n° 34
M.O. 2013-17, 2013 G.O. 2, 2237

Decision 2013-PDG-0188,2013-11-13
Bulletin de I'Autorité#2013-12-19, Vol. 10, n° 50
M.O. 2013-24, 2043'G.0. 2, 3713

Decision 2014-RPPG-0086, 2014-08-12
Bulletin de"l)Autorité: 2014-09-18, Vol. 11 n°® 37
M.O. 2014-04, 2014 G.0O. 2, 1967

Decision 2017-PDG-0041, 2017-03-29
Bulletin de I'Autorité:; 2017-04-13, Vol. 14 n° 14
M.O. 2017-03, 2017 G.0O. 2, 915
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