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MULTILATERAL INSTRUMENT 81-104
COMMODITY POOLS

PART 1 DEFINITIONS, APPLICATION AND INTERPRETATION

1.1 Definitions

@)
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In this Ingrument

"Canadian Securities Course' means a course prepared and conducted by
the Canadian Securities Indtitute and so named by that Ingtitute as of the
date on which this Instrument comes into force, every predecessor to that
course, and every successor to that course that does not narrow the scope
of the sgnificant subject matter of the course;

"Chartered Financid Andys Program” means the three leve program
prepared and conducted by the Association for Investment Management
and Research, and so named by that Association as of the date on which
this Instrument comesinto force, every predecessor to that program, and
every successor to that program that does not narrow the scope of the
sgnificant subject matter of the program,;

"commodity poal” meansamutud fund, other than a precious metas fund,
that has adopted fundamenta investment objectives that permit it to use or
invegin

@ specified derivatives in amanner thet is not permitted by Nationd
Instrument 81-102 Mutual Funds, or

(b) physicd commoditiesin amanner that is not permitted by Nationd
Instrument 81-102;

"Derivaives Fundamentas Course” means a course prepared and
conducted by the Canadian Securities Ingtitute and so named by that
Indtitute as of the date that this Indrument comes into force, every
predecessor to that course, and every successor to that course that does
not narrow the scope of the significant subject matter of the course;



"mutud fund redtricted individud" means an individud regisered as a
sdlesperson, partner, director or officer of adeder, if the activities of that
individud are redtricted to trading in securities of mutud funds, and

"precious metas fund”’ means amutud fund that has adopted fundamentd
investment objectives, and received al required regulaory gpprovas, that
permit it to invest in precious metds or in entities thet invest in precious
metals and that otherwise complies with Nationd Instrument 81-102.

2 Terms defined in Nationa Instrument 81-102 and used in this Instrument
have the respective meanings ascribed to them in Nationd Instrument 81-
102.
1.2 Application - This Instrument applies only to
@ acommodity pool that
() offers, or has offered, securities under a progpectus for so long as
the commodity pool remains a reporting issuer, or
(in) isfiling apreiminary prospectus or itsfirst progpectus, and
(b) a person or company in respect of activities pertaining to a commodity
pool referred to in paragraph (a) or pertaining to the filing of a prospectus
to which subsection 3.2(1) applies.
13 I nter pretation
(@)} Each section, part, class or series of a class of securities of a commodity
pool that is referable to a separate portfolio of assetsis considered to be
a separate commodity pool for purposes of this Instrument.
2 For the purposes of a commodity pool complying with section 2.3 of
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Nationa Instrument 81-102, the definition of the term “public quotation”
used in the definition of the term “illiquid ass&t” in section 1.1 of Nationa
Instrument 81-102, includes any quotation of a price for foreign currency
forwards and foreign currency options in the interbank market.



PART 2 INVESTMENT RESTRICTIONSAND PRACTICES
21 Investment Restrictions and Practices
Q) Section 2.1 of Nationd Instrument 81-102 does not apply to restrict the
exposure of acommodity pool to a counterparty of the commodity pool
in specified derivatives transactions.

2 The following provisons of Nationa Instrument 81-102 do not apply to

acommodity pool:

1 Paragraphs 2.3(d), (e), (), (g) and (h).
2. Paragraph 2.7(1)(a).

3. Subsections 2.7(3), (4) and (5).

4, Sections 2.8 and 2.11.

PART 3 NEW COMMODITY POOLS

31 Non-Application - Sections 3.1 and 3.2 of Nationa Instrument 81-102 do not
apply to acommodity poal.
3.2 New Commaodity Pools

Q) No person or company shal file a prospectus for a newly established
commodity pool unless

@ an investment of at least $50,000 in securities of the commodity
pool has been made, and those securities are beneficidly owned,
before the time of filing by

() the manager, a portfolio adviser, apromoter or a yoonsor
of the commodity pooal,

(in) the directors, officers or shareholders of any of the

manager, a portfolio adviser, a promoter or a sponsor of
the commodity pool, or

NI81-104 - Final4 —July24, 2002



(b)

(i) any combination of the persons or companies referred to
in subparagraphs (i) and (ii); and

the progpectus of the commodity pool states that the commodity
pool will not issue securities other than those referred to in
paragraph (a) unless subscriptions aggregating not less than
$500,000 have been received by the commodity pool from
investors other than the persons and companies referred to in
subparagraphs (i) and (ii) of paragraph (a) and accepted by the
commodity pooal.

2 A commodity pool may redeem, repurchase or return any amount invested
in, securities issued upon the investment in the commodity pool referred to

in paragraph (1)(a) only if

@

(b)

securities issued under paragraph (1)(a) that had an aggregate
issue price of $50,000 remain outstanding and at least $50,000
invested under paragraph (1)(@) remains invested in the
commodity pool; or

the redemption, repurchase or return is effected as part of the
dissolution or termination of the commodity pooal.

3.3 Prohibition Againg Digtribution - If a prospectus of acommodity pool contains
the disclosure described in paragraph 3.2(1)(b), the commodity pool shdl not
digtribute any securities unless the subscriptions described in that disclosure,
together with payment for the securities subscribed for, have been received.

34 British Columbia Commaodity Pools — In British Columbia, sections 3.1, 3.2 and
3.3 do not gpply to acommodity pooal.

PART 4 PROFICIENCY AND SUPERVISORY REQUIREMENTS

4.1 Proficiency and Supervisory Requirements

(@)} No mutud fund redtricted individud shdl trade in a security of a commodity
pool unlessthat individua
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@ has received at least a passing grade for the Canadian Securities
Course;

(b) has received a least a passing grade for the Derivatives
Fundamentals Course;

(© has successfully completed the Chartered Financid Andyst
Program; or

(d) meets the proficiency standards applicable to trading in securities
of commodity pools required by a self-regulatory organization of
which the individud, or his or her organization, is amember if the
Securities regulatory authority or regulator has completed any
required review, gpprova or non-disgpprova of the regulatory
indrument of the sdf-regulatory organization that establishes those
proficiency standards.

No principa digtributor or participating deder shdl trade in a security of
acommodity pool in thelocd jurisdiction unless the individuad designated
by the principa didtributor or participating deder to be responsible for the
supervison of trades of securities of commodity pools in the local
jurisdiction has received a least a passing grade for the Derivatives
Fundamentals Course or has successfully completed the Chartered
Financid Andys Program.

Despite subsection (2), but subject to compliance with securitieslegidation,
a principa digtributor may agree to act as principd didributor of a
commodity pool and may trade in securities of a commodity poal if al
trades are effected through a participating deder that satisfies the
requirements of subsection (2).

4.2 Tradesof Commodity Poolsin British Columbia — Section 4.1 does not apply
in British Columbia

PART 5 INCENTIVE FEES

51 Non-Application - Part 7 of National Instrument 81-102 does not apply to a
commodity pooal.

NI81-104 - Final4 —July24, 2002
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PART 6

6.1

6.2

6.3
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I ncentive Fees - A commodity pool shdl not pay, or enter into arrangements that
would requireit to pay, and no securities of acommodity pool shdl be sold on the
bass that an investor would be required to pay, a fee thet is determined by the
performance of the commodity pool, unless

@ the payment of the fee is based on the cumulative tota return of the
commodity pool for the period that began immediately after the last period
for which the performance fee was paid; and

(b) the method of caculation of the fee is described in the prospectus of the
commodity pooal.

Multiple Portfolio Advisors - Section 5.2 gpplies to fees payable to a portfolio
adviser of acommodity pool that has more than one portfolio adviser, if the fees
are cadculated on the basis of the performance of the portfolio assets under
management by that portfolio adviser, asif those portfolio assets were a separate
commodity pooal.

REDEMPTION OF SECURITIESOF A COMMODITY POOL

Frequency of Redemptions - If disclosed in its progpectus, a commodity pool
may include, as part of the requirements established under subsection 10.1(2) of
Nationd Ingrument 81-102, a provison that securityholders of the commodity
pool shdl not have the right to redeem their securities for a period up to Sx months
after the date on which the recept is issued for the initid prospectus of the
commodity pooal.

Required Notice of Redemption - Despite section 10.3 of Nationd Instrument
81-102, a commodity pool may implement a policy providing that a person or
company making aredemption order for securities shal recelve the net asst vaue
for those securities determined, as provided in the policy, on the first or second
business day after the date of receipt by the commodity pool of the redemption
order.

Payment of Redemption Proceeds - The references in subsection 10.4(1) of
National Instrument 81-102 to "three business days' shdl be read as references
to "15 days' in relation to commodity pools.

NI81-104 - Final4 —July24, 2002



PART 7

7.1

7.2

7.3

PART 8

8.1

8.2

CALCULATION OF NET ASSET VALUE

Non-Application - Subsections 13.1(1) and (2) of Nationa Instrument 81-102
do not gpply to acommodity pool.

Calculation of Net Asset Value - The net asset vaue of acommodity pool shdll
be calculated at least once each business day.

Toll-Free Telephone Number, Collect Telephone Calls and Website - A
commodity pool shal

@ have a toll-free telephone number, accept collect telephone cdls, or
operate awebsite, in order to alow persons or companies that wish to be
provided with the most recent net asset value per unit of the commodity
pool to obtain that information; and

(b) make available its most recent net asset vaue per unit to persons or
companies using amedium referred to in paragraph ().

CONTINUOUSDISCLOSURE - FINANCIAL STATEMENTS

Variation of Securities L egidation- The provisons of securities|egidation that
pertain to the filing, content and sending to securityholders of financid satements
for mutua funds are varied for commodity pools to the extent described in this
Part.

Interim Financial Statements

@ Ingtead of filing and ddlivering interim financid statements on a semi-annua
bas's, acommodity pool shdl, within 60 days of the date to which they are
made up, file and ddiver to each securityholder whose last address as
shown on the books of the commodity pooal isin the loca jurisdiction,
interim financid datements

@ if the commodity pool has not completed itsfirg financid yeer, for
the periods commencing with the beginning of that financid year

NI81-104 - Final4 —July24, 2002
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and ending nine, six and three months before the date on which
that year ends; and

(b) if the commodity pool has completed itsfirst financid year, for the
periods beginning at the end of its last completed financid year
and ending three, Sx and nine months after the end of the last
completed financid year, together with, if goplicable, comparative
gatements to the end of each of the corresponding periodsin the
last completed financid year.

2 Despite paragraph (1)(a), acommodity pool isnot required to prepare, file
or ddiver interim financid statements for a period that is less than three
monthsin length.

8.3 Income Statements - In addition to any other matters required by securities

legidation, the income statement forming part of the interim financid satements of
acommodity pool shdl include

@ the totd amount of redlized net gain or net loss on pogtions liquidated
during the period;

(b) the change in unredlized net gain or net |0ss on open positions during the
period,

(© the totd amount of net gain or net loss from dl other transactionsin which
the commodity pool engaged during the period, including interest;

(d) the total amount of al incentive fees paid during the period; and

(e the tota amount of al brokerage commissions paid during the period.

8.4 Statements of Portfolio Transactions
Q) A datement of portfolio transactions of a commodity pool shdl provide

NI81-104 - Final4 —July24, 2002

disclosure, in the form of the table in subsection (2), of the aggregate totd
volume and tota vaue or nomind vaue of dl purchase and sde
transactions of the commodity pool for
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@ each security, by class or series, purchased or sold by the

commodity pool during the period,;

(b) each physicad commodity, purchased or sold by the commodity
pool during the period; and

(© each derivative, by type of contract and underlying interest, for
which a derivatives transaction was entered into by the commodity
pool during the period.

(2) The table contemplated by subsection (1) shdl be in the following form:

Totd Volume

Totd Vdue or Nomind Vaue

Purchases

8.5 L everage Disclosure

(1) A commodity pool shdl indudein its interim financid statements and its
audited financid satements disclosure of the minimum and maximum level
of leverage experienced by the commodity pool in the period covered by
the financid Statements, together with a brief explanation of how the
commodity pool uses the term "leverage’ and the sgnificance of the

maximum and minimum levels of leverage to the commodity poal.

2 The information required by subsection (1) may be included in the body

of the financia gatements or in notes to the financid satements.

8.6 British Columbia Commaodity Pooals - In British Columbia, sections 8.1, 8.2, 8.3
and 8.5 do not apply to a commodity pool.

PART 9 PROSPECTUS DISCLOSURE

9.1 Front Page Disclosure - In addition to any other requirements of securities
legidation, the front page of a preiminary prospectus and prospectus of a

commodity pool shall

NI81-104 - Final4 —July24, 2002
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date, in substantialy the following words:

You should carefully consder whether your financia condition
permits you to participate in the [commodity pool]. The securities of the
[commodity pool] are [highly] speculative and involve a high degree of
risk. You may lose a subgtantia portion or even dl of the money you
place in the [commaodity pooal].

Therisk of lossin trading [nature of instruments to be traded by
the commodity pool] can be subgstantid. In conddering whether to
participate in the [commodity pool], you should be aware that trading
[nature of instruments] can quickly lead to large losses as well as gains.
Such trading losses can sharply reduce the net asset vaue of the
[commodity pool] and consequently the vaue of your interest in the
[commodity pool]. Also, market conditions may make it difficult or
impossible for the [commodity pool] to liquidate a position.

The [commodity pool] is subject to certain conflicts of interest.

The [commaodity pool] will be subject to the charges payable by
it as described in this progpectus that must be offset by revenues and
trading gains before an invedtor is entitled to a return on his or her
invesment. It may be necessary for the [commodity pool] to make
subgtantid trading profits to avoid depletion or exhaugtion of its assets
before an investor is entitled to areturn on his or her invesment.”;

date, for the initia prospectus of acommodity pool, in subgtantidly the
following words.

The [commodity pool] is newly organized. The success of the
[commodity pool] will depend upon a number of conditions that are
beyond the control of the [commodity pool]. There is a substantia risk
that the gods of the [commodity pool] will not be met.”;

date, if the promoter, manager, or a portfolio adviser of the commodity
pool has not had a smilar involvement with any other commaodity poal, in
subgantidly the following words:



(d)

(€
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The [promoter], [manager] [and/or] [portfolio adviser] of the
[commodity pool] has not previoudy operated any other publicly offered
commodity pools [or traded other accounts].”;

date, if the commodity pool will execute trades outsde of Canada, in
subgtantidly the following words:

Participation in transactions in [nature of instrument to be traded
by the commodity pool] involves the execution and clearing of trades on
or subject to the rules of aforeign market.

None of the Canadian securities regulatory authorities or Canadian
exchanges regulates activities of any foreign markets, including the
execution, ddivery and clearing of transactions, or has the power to
compel enforcement of the rule of a foreign market or any applicable
foreign laws. Generdly, any foreign transaction will be governed by
goplicable foreign law. Thisistrue even if the foregn market is formally
linked to a Canadian market so that a position taken on the market may
be liquidated by a transaction on another market. Moreover, such laws
or regulaions will vary depending on the foreign country in which the
transaction occurs.

For these reasons, entities such as the commodity pooal that trade
[nature of instrument to be traded by the commodity pool] may not be
afforded certain of the protective measures provided by Canadian
legidation and the rules of Canadian exchanges. In particular, funds
received from customers for transactions may not be provided the same
protection as funds received in respect of transactions on Canadian
exchanges™;

date, immediately after the statements required by paragraphs (), (b), (¢),
and (d), in subgtantialy the following words:

These brief statements do not disclose dl the risks and other
ggnificant agpects of investing in the [commodity pool]. You should
therefore carefully study this prospectus, including a description of the
principal risk factors a page [ page number], before you decide to invest
in the [commodity pool.]";



-12 -

® if applicable, ate that the tax consegquences to the commaodity pool or its
securityholders are not certain; and
(9 date that the commodity pool isamutua fund but that certain provisons
of securities legidation designed to protect investors who purchase
securities of mutua funds do not gpply.
9.2 Prospectus Disclosure - In addition to any other requirements of securities

legidation, the preliminary prospectus and prospectus of a commodity pool shal

@

(b)

(©

(d)
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disclose the fundamentd investment objectives and drategy of the
commodity pool, and how specified derivatives are or will be used in
connection with those objectives and that Strategy;

disclose any limitations on the use of specified derivatives by the
commodity pool contained in the congtating documents, or forming part of
the fundamentd investment objectives or investment drategy, of the
commodity poal, including

() whether the commodity pool has adopted any restrictions on the
amount of leverage that the commodity pool may experience a
any time, or if there are no such redtrictions, a statement to that
effect,

(in) a brief explanation of how the commodity pool uses the term
"leverage’ and the ggnificance to the commodity pool of the
restrictions either adopted or not adopted, and

(i) across-reference to the disclosure required by section 8.5 to be
included in the financid statements of the commodity pool;

disclose the risks associated with the use or intended use by the
commodity pool of specified derivatives and the policies and practices of
the commodity pool to manage those risks;

disclose any exiding or potentid conflicts of interest between the
commodity pool and any promoter, manager, adviser, deder, broker, any
of their respective associates or affiliates, or any of the officers, directors



C)

(f)

)

(h)

1)
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or partners of any of the foregoing, and the steps that will be taken to
dleviate any exiding or potentia conflicts of interest;

disclose whether an ffiliate of the manager or of a portfolio adviser of the
commodity pool receives or will receive brokerage commissons arisng
from trades of the commodity pool;

discloseif the commodity pool will be wound up without the approva of
securityholders if the net asset vaue per security fdls below a certain
predetermined level, and, if so, the net asset value per security a which
thiswill occur,

provide the disclosure concerning the past performance of the commodity
pool that is required to be provided by a mutua fund under Item 11 of
Part B of Form 81-101F1 Contents of Simplified Prospectus, except that

() the past performance of the commodity pool in the bar chart
prepared in accordance with Item 11.2 of Part B of Form 81-
101F1, shdl show quarterly, non-annudized, returns of the
commodity pool over the period provided for in Item 11.2, rather
than annual returns, and

(in) the commodity pool may at its option, in the disclosure required
by Items 11.3 and 11.4 of Part B of Form 81-101F1, compare
its performance to an index if it describes any differences between
the commodity pool and the index that affect the comparability of
the performance data of the commodity pool and the index;

include a statement that how the commodity pool performed in the past
does not necessarily indicate how it will perform in the future;

describe the financid reporting thet is required of the commodity poal;

in addition to the front page disclosure required by paragraph 9.1(g),
disclose that certain provisions of securities legidation designed to protect
investors who purchase securities of mutua funds do not gpply to the
commodity pool, and disclose the implications of this;



(k)
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(m)

(n)
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describe the redemption procedures and requirements of the commodity
pool, making specific reference to the adoption of any policies established
under this Instrument or Nationd Instrument 81-102;

disclose, inthe "Risk Factor” section, any information that may bear on a
securityholder's assessment of risk associated with an investment in the
commodity poal, including

() any risks asociated with those commodity pools structured as
trusts that purchasers of the securities offered may become ligble
to make an additiona contribution beyond the price of the
securities, and

(i) any risks associated with the loss of limited ligbility of a limited
patner of a commodity pool that is dructured as a limited

partnership;

provide the disclosure concerning the portfolio management of the
commodity pool that is required to be provided by a mutua fund under
Item 10.3 of Form 81-101F2 Contents of Annua Information Form;

disclose the details of how persons or companies may obtain the most
recent net asset value per unit of the commodity pool, as required by
section 7.3; and

disclose the detals of compliance of the commodity pool with the
requirements of sections 3.2 and 3.3.

93 Financial Statements

@)

2
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A preliminary prospectus and prospectus of a commodity pool shdll
contain the financid statements of the commodity poal for the time periods

that are required by the securities legidation gpplicable to issuers other
than mutud funds.

The financia statements required by subsection (1) shdl be prepared in
accordance with the requirements of Part 8.



94

PART 10

10.1

PART 11

111

11.2
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British Columbia Commaodity Pools— In British Columbia, section 9.3 does not
apply to acommodity pooal.

EXEMPTION

Exemption

@ The regulator or the securities regulatory authority may grant an exemption
from this Instrument, in whole or in part, subject to such conditions or
restrictions as may be imposed in the exemption.

2 Despite subsection (1), in Ontario, only the regulatior may grant such an
exemption.

EFFECTIVE DATE AND TRANSITIONAL

Effective Date - This Insrument comesinto forceon .

ProspectusDisclosur e - The progpectus of acommodity pool for which areceipt

is obtained before the date that this Instrument comes into force is not required to
comply with the disclosure requirements of this Instrument.
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