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Order number V-1, 1-2006-02 of the Minister
of Finance dated 31 October 2006

Securities Act
(RE.0, e ¥-1.10

CONCERNING the Regulation 81-107 respecting inde-
pendent meview committes for investment funds

WHEREAS subparagraphs 1. 8. 11, 16, 17 and 34 of
soction 3311 of the Securities Act (RLEC)., e V-1.10
stipulate that the Autodité des marchés financiers may
make regulations concerning the matters refemed to in

that paragraph;

WHEREAS the third and fourth pamgrophs of section 331 2
of the =0id Act stipulate that a diaft regulation shall be
published in the Bulletin of the Authority. accompanied
with the notice requited under saction 10 of the Regula-
ticns Act (R.5.0), c. R-18.1) and may not be submitted
for approval o be made before 30 days have elapsed
gince its publication;

WHEREAS the first and fifth paragraphs of the said
sction stipulate that every regulation made under sac-
ticn 331.1 must be approved. with or without amend-
ment, by the Minister of Finance and comes into force
on the date of its publication in the Gezede afficielle da
{udbec or sy loter date specified in the regulation:
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WHEREAS the draft Regulation 21-107 respecting
prospectus and registration exemptions was published in
the Supplement to the Bulletin concerning securities of
the Autoritd des marchés financiers, volume 2. Mo, 21 of
May 27, 2005;

WHEREAS on October 19, 2006, by the decision
Mo 2006-PDNG-0181, the Authority made the Regula-
tion 81-107 respecting independent review commitbes
for irrvestment funds;

WHEREAS there is cause to approve this egulation
with amendments;

CONSEQUENTLY, the Minister of Finance approves
with amendments the Regulation 81-107 respecting
independent review committee for investment funds.
Oigtober 31, 2006

MICHEL AUDET,
Minister of Finance

Regulation 51- 107 respecting independent
review committee for investment Tunds

Securities Act
(RS0, e W-1.1,8 3311 par. 1,8, 11, 16,17 and 34)

PART 1
DEFIMITIONS AND APPLICATION

1.1. Imvestment funds subject to Regulation

(1) This Regulation applies to an investment fund
that is a reporting issuer

(2) In Québec, this Regulation does not apply o a
reporting issuer organized under

fa) an Act to establish the Fonds de solidaritd des
travvaillears du Cubec (FT.OL) (R.S.QL . F-32100

&) an Act to establish Fondaction, le Fonds de déve-
lopernent de la Confédération des syndicats nationaux
pour la coopération et 1"emplod (RLE.Q., . F-3.1.2); and

fe) an Act constiniting Capital régional et coopérat if
Desjarding (RL5.0)., c. C-&1).

1.2, Definition of ““conflict of interest matter’

In this Regulation, “a conflict of in tedest matter™ means

{@} a situation where a reasonable person would con-
sider o manager, or an entity related to the manager, to
have an interest that may conflict with the manager's
ability to act in good faith and in the best interesis of the
investment fund: or

(b} a conflict of interest or self-dealing provision
listed in Appendix A that resiricts of probibdts an invest-
ment fund, o manager or an entity related to the manager
from proceeding with a proposad action.

1.3, Definition of “entity related to the manager™

In thiz Regulation, “entity relatad to the manager™
means

{@} a parson of company that can direct or materially
affect the direction of the management and policies of
the manager or the iovestment fund. other than az a
member of the independent review committee; o

(b)) an nszociote, affiliate, partner, director. officer or
sutaidiary of the manager of of a person or company
referred to in paragraph (a).

L4, Definition of “independent™

(1) In this Regulation, a member of the independent
review committes is “independent” if the member has
oo material melationship with the manager, the imvest-
ment fund, or an entity related to the manager.

{2y Bor the purposes of subsaction (1), a material
relationship means a relaticnship which could reason-
ably be perceived to interfere with the member's judg-
ment regarding a conflict of interest matter.

L3 Definition of “inter-fund self-dealing
imvestment prohibitions™

In this Regulaticn, “inter-fund salf-dealing investment
prohibiticns™ means the provisions listed in Appendix B
that prohibit

{@} a portfolic manager from knowingly causing amy
investment portfolioc managed by it to purchase or sell.
or

(b} an investment fund from purchasing or salling,
the securities of on isauer from or to the account of a

responsible person. an asscciate of o responsible person
or the portfolic manager.
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1.6, Definition of “manager™

In this Regulation. “manager”™ means a person or com-
pany that directs the business, operations and affairs of
an imvestment fund.

1.7, Definition of “*standing instruction™

In this Regulation, “standing instruction” means a
wiitten approval or ecommendation from the independ-
ent review committes that permits the manager o proceed
with a proposad action under section 5.2 or 5.3 on an
ongoing basis,

PART 2
FUMCTIONS OF THE MAMAGER

2.1. Manager standard of care

A manager in exercising itz powers and discharging
its duties related to the management of the investment
fund must

fa) act honestly and in good faith. and in the best
interests of the investment fund; and

(k) emercise the degree of care, diligence and skill
thata reasonably prodent person would exercise in com-
parable circumstances.

2.2, Manmager to have written policies and procedures

(1) Bafore proceeding with a conflict of interest
matter of amy other matter that securities legislation
tequires the manager to refer to the independent review
comimittes, the manager must

fa) establish written policies and procedures that it
must follow on that matter or on that fype of matter,
having regard to its duties under securities legislation;
and

{B) refer the policies and procedures to the independ-
ent review committes for its review and input

{2} In establishing the written policies and procedures
described in subsaction (1), the manager must consider
the input of the independent review committes, if any.

{3) The manager may revise its policies and proce-
dures if it providea the independent review cormrmitbes
with a written description of any significant changes for
the independent review committee’s review and input
tefore implementing the revisicns.

2.3, Manager to maintain records

A manager must maintain arecord of amy activity that
is subjact o the meview of the independent review com-
mittee, including

{@} acopy of the policies and procedures that address
o matter referred to the independent review committee;

(b} minutes of its meetings, if amy: and

{c} copies of materials, including any written reports.
provided to the independent review committes.

2.4, Manager to provide assistance

{1y When a manager refers to the independant feview
cormmittes 0o conflict of interest matter or amy other
matker that secufities legizlation requires it o refer, or
refers its policies and procedures e lated to such matters,
the manager must

@} provide the independent review committee with
information sufficient for the independent review com-
mittae to properly camy out its reaponsibilities, including

i. ndescription of the facts and circumstances giving
risa o the matber;

ii. the manoger’s policies and procedures;

iii. the manager's proposed course of action, if appli-
cable: and

iv. all further information the independent review com-
mittee reazcnably requests;

(b} make it officers who are knowledgeabla about
the matter available to attend mestings of the independant
review committes of respond to inquiries of the inde-
pendent feview cormumittes about the matter; and

{c} provide the independent review committes with
any other assistance it reasonably requests in its meview
of the matter.

(2) A manager must not prevent or attempt to prevent
the independent review committes, or a member of the
independent review cominittee, from communicating with
the securities regulatory authority.
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PART 3
MDEPEMDENT REVIEW COMMITTEE

3.1. Independent review committee for an
investiment fund

An iovestment fund must have an independent review
GO e

3.2. Initial appointments

The manager must appoint each member of an invest-
ment fund’s first independent review committee.

3.3 Vacancies and reappointments

(1) An independent review committee must fill a
vacancy on the independent review commities as soon
as practicabla.

(2) A member whose term has expired, or will scon
expire, may be reappointed by the other members of the
independent review committes.

(3) In filling a vacancy on the independent review
comimittes of reappointing o member of the independent
feview committes, the independent review commitbes
must consider the manager’s recommendations, if any.

(4) A member may not be reappointed for o term or
termns of office that, if served, would result in the member
serving on the independant review committes foor longer
than & years, unless the manager agrees to the reappodnt-
ment.

(5) If. for amy reason, an independent review com-
mittes hos no memnbers. the manager must appoint a
mermber bo fill each vacancy as soon as practicable.

34, Term of office

The term of office of a member of an independent
teview committes must be not less than 1 year and not
more than 3 years, and must be sat by the manager or the
independent review committee, as the case may be, at
the time the mamber is appointed.

3.5, Nominating criteria

Bafore a membser of the independent review comimities
is appointed. the manager or the independent review
cormmittes, os the case may be, must consider

fa) the competencies and skills the independent erview
committes, as a whaole, should possess;

k) the competencies and skills of each other member
of the independent review committes; and

{c} the competencies and skills the prospective mermber
would bring to the independent review committes.

L6, Written charter

(1} The independent review committee must adopt a
wiitten charter that includes its mandate, responzibilities
and functions, and the policies and procedures it will
follow when performing its functions.

(2) If the independent review committee and the
manager agree in writing that the independent teview
committea will perform functions other than those
prescribed by securities legislation, the charter must
include a description of the functions that are the subject
of the agreement.

(33 In adopting the charter. the independant meview
comuinittes must consider the manoger’s mcommenda-
ticns, if amy.

3.7 Composition

(1} An independent review committee must have at
lenst thres members.

(2} The size of the independent review committes is
to be determined by the manager, with a view to facili-
tating effective decision-making. and may only be
changed by the manager.

(3) Bvery independent review commitiee member
must be independent.

(4} Anindependent review commities must appointa
mermber a2 Chairn

(33 The Chair of an independent review committes
iz responaible for managing the mandate, and responsi-
bilities and functions. of the independent review com-
mittee.

A8 Compensation

(1} The manager may set the initial compensation
and expenses of an independent meview committes that
iz nppointed under section 3.2 or subsaction 3.5(5)

(2) The independent review committee must set
reasonable compensation and proper expenses for its
members,

(3) Whensetting its compensation and ex penses under
sutaection (2}, the independent review commithes must
consider
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fa) the independent review commitiee’s most recent
amedzment of it compensation under pamgraph 4. 2(2 by
and

{E) the manages’s recommend ations, if any.
5.9, Standard of care

(1) Every member of an independent review com-
mittes, in exercizing his or her powers and discharging
his or her duties related to the investment fund, and, for
ereater certainty, not to any other person, as o member of
the independent review committes must

fa) act honestly and in good faith, with o view to the
best interests of the investment fund: and

{B) emercise the degree of care, diligence and akill
that a reascnably prudent person would exercise in
comparable cicums@nces,

(2) Every member of an independent review com-
mittes must comply with this Regulation and the writien
charter of the independent review committes required
under section 3.6

(3) A member of the independent review comimittes
does not breach paragraph (Li(b), if the member exer-
cisad the care, diligence and skill that a reascnably
prudent person would exercise in comparable circum-
stances, including reliance in good faith on

fal a report or cetification represented as full and
true o the independant review committes by the manager
or an entity related to the manager; or

{B) & repodt of & person whose profession lends cred-
ibility 1o a statement made by the person.

(4) A member of the independent review comimities
has complied with his or her duties under paragraph (1 ¥a)
if the member has relied in good faith on

fa) a report or certification represented as full and
true to the independant review comumittes by the manager
of an entity related to the manager; or

(k) ameport of o person whose profession lends cred-
ibility to a stotement made by the person.

3.10. Ceasing to be a member

(1) An individual ceases to be a member of an inde-
pendent review commmitiee when

fa) the investment fund terminates;

(b} the manager of the investment fund changes.
unless the new manager i= an affiliate of the former
manager; of

{c} there is a change of control of the manager of the
investmnent fund.

(2} An individual ceases to be o member of an inde-
pendent meview commitbes if

{a} the individual resigns;

(b} the individual's term of office expires and the
member iz not wappoinbed;

{c} a majority of the other members of the independ-
ent feview committes vote to remove the individual; of

(&) amajority of the sscurityholders of the investment
fund wote to emove the individual at a special meeting
called for that purpose by the manager

(3 An individual ceases to be amember of the inde-
pendent meview committes if the individual iz

(@) no longer independent within the meaning of
section 1.4 and the cause of the member's non-
independence iz not temporary for which the member
can recuss himsalf or herself:

(b} incapable or of unsound mind and has been =
found by a court in Canada of elsewhers;

fc) bankrupt;

(&} prohibited from acting o8 a director o officer of
any issuer in Canada;

(e} subject to ny penalties or sanctions made by a
court relating to provincial and territorial securities
lagislation; or

() o party to o settlement agreament with a provin-
cinl of territorial securities regulatony authority.

(43 If an individual ceases o be a member of the
independent review committes due to a circumstance
descrited in subsection (2), the manager must, a3 soon
s practicable, notify the securities regulatory authority
of the date and the reason the individual ceased to be a
mambed.

(31 The notification referrad © in subsection (4) is
satisfied if it s made to the investiment fund’s principal
regulator.
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{6) The notice of a mesating of securityholders of an
imvestment fund called to consider the removal of a
member under paragraph (26d) must comply with
the notice requirements set out in section 5.4 of Regula-
tion 81-102 Mutual Funds, adopted by the Commission
des valeurs mobilitres du Québec pursuant to decision
no. 2001-C-0209 dated May 22, 2001,

{7) For any member of the independent review
cormmittes who receives notice or otherwiss learns of a
meating of securitybolders called to consider the removal
of the member under paragraph (2)(d).

fa) the member may submit to the manager a written
stotement giving reasons for opposing the removal: and

{E) the manages must, a8 =000 a8 practicable, send a
copy of the statement meferred to in paragraph (a) to
every securityholder entitled to receive notice of the
meeting and to the member unless the statement is
included in or attached to the notice documents required
by subsection ().

31l Authority
(13 Anindependentreview committee has authority o

fa) request information it determines useful or neces-
sary from the manager and its officers to camry out its
duties;

(k) engage independent counsel and other advisors it
determines usaful or necessary o carry out its duties;

fc) set reasonable compensation and proper expenses
for any independent counsel and other advisors engaged
by the independent feview committes; and

{a) delegate to o subcommittes of at least thiee mem-
ters of the independent review commitiee ooy of its
functions, except the removal of o member under para-
eraph 310020

(2} If the independent review committes dalegates o
a subcommittee under paragraph (19d) any of its func-
tions, the subcommittee must report on its activities to
the independent review committes at leost annually.

(3) Despite amy othes provision in this Regulation. an
independent review committes may communicate
directly with the securities regulatory authodity with
tespact b any matter,

312 Decisions

(1} A decision by the independent review comimittes
on a conflict of interest matter of amy other matter that
sacurities legislation requires the independent review
comimittes o review mequires the agreement of o major-
ity of the independant review committes’s members,

(2y If, for any reascn. an independent review com-
mittes hos two members, a decizion by the independent
review commites must be unanimous.

{3y An independent review commmittee with one
member may not make o decision.

313, Fees and expenses to be paid by the
imvestment fand

The iovestment fund must pay from the ossets of its
fund all reascnable costs and expenses renscnably
incwired in the compliance of this Regulation.

314, Indemnification and insurance
{1y In this section. “member” means:
@} a member of the independent review committes;

b} a former member of the independant feview com-
mittee; and

{c} the heirs, executoss, adminisirators or other legal
representatives of the estate of an individual in (a) or ().

(2 An investment fund and manager may indemnify
a member againgt all costs, charges and expenses,
including an amount paid to sattle an action or satisfy a
judgment, reasonably incursed by the person in respect
of any civil, criminal. administrative, investigative or
other procesding in which the member is involved
bacausa of being or having been a membser.

(3) An investment fund ond manager may advance
moneys to o member for the costs, charges and expenses
of a proceeding referred bo insubsaction (2). The member
must repay the moneys if the member does not ful fill the
conditions of subsection i4).

(4) An investment fund and manager may not indam-
nify a member under subsaction (2) unless

@} the member acted honestly and in good faith.
with a view to the best interests of the investment fund:
and
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{EJ in the case of a criminal or administrative action
or procesding that is enforced by a monetary penalty, the
member had ressonable grounds for believing that the
individual's conduct was Lawful.

(5) Despite subsection (2), o member referred to in
that sutsection is entitled to an indemnity from the
investment fund in respect of all costs. charges and
expenses reascnably incurred by the member in connec-
tion with the defence of amy civil, criminal, administra-
tive, investigative or other proceeding to which the
member is subject bacause of the member's association
with the investment fund as described in subsaction (20,
if the member seeking indemnity

fa) was not judged by the court oo other competent
authority to have committed any fault of cmitted to do
anything that ought to have been done; and

{E) fulfillz the conditions set out in subsection (4).

(&) An investrnent fund and monager may purchase
and maintin insurance for the benefit of amy member
referted bo in subsaction (2) against ary liability incusred
by the member in his of her capacity as o member.

3.15. Orientation and continuing education

{1} The manager and independent review comimittes
must provide orentation consisting of educational or
informational programs that enable a new independent
feview comumittes member i understand

fa) the robe of the independent seview commitize and
its membsers collectively: and

{EB) the role of the individual member

{2) The manager may provide a member of the inde-
pendent review committee with educational or informa-
tional programs, as the manager considers useful or
necessary, that enable the member to understand the
nature and operation of the manoger’s and investment
fund’s businesses.

{3) The independent review comumittes may reason-
ably supplement the educational and informational
programs provided o its members under this section.

6. Marchés des valeurs

PART 4
FUNCTIONS OF INDEFENDENT EEVIEW
COMMITTEE

4.1. Review of matters referred by manager

(1} The independent feview committes must feview
and provide its decizion under saction 5.2 or under sac-
ticn 3.3 to the manager on a conflict of interest matter
that the manager refers to the independent review com-
mittes for review.

(2} The independent review committes must perform
any other function required by securities legislation.

(3) The independent review committee has the
authority to choose whether to daliberate and decide on
o matter referred to in subsection (1) and (2) in the
absence of the manager, any representative of the man-
ager and amy entity related to the manager.

(4) Despite subsection (3). an independent seview
comunittes must hold at least one meeting annually at
which the manager. any representative of the manager or
ary entity related to the manager afe not in attendance.

(3} The independent review committee has no power.
authority or responsibility for the operation of the
investmnent fund or the manager except a8 provided in
this sacticn.

4.2, Regular assessments

(13 At least annually, the independent review com-
mittes must review and nssess the adequacy and effec-
tiveness of

(@) the manager's writlen policies and procedures
required under section 2.2;

(b} any standing instmuction it has provided to the
manager under sacticn 3.4;

{c} the manager’s and the investment fund’s compli-
ance with any conditions imposed by the independent
review committee in a recommendation or approval it
has provided to the manager: and

(@) ary subcommittes to which the independant review
comumittes has delegated, under paragraph 3.11(1%d).
any of its functions.

(2) At least annually, the independent feview com-
mittee must review and assess
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fa) the independence of its members; and
k) the compensation of its memibera.

{33 At least annually, the independent review com-
mittee must eview and pssess ita effectiveness na a
committes, as well as the effectivensas and contribution
of each of its members.

(4) The review by the independent review committes
tequired under subsaction (3) must include a considera-
tion of

fa) the independent review commitbee’s written
charter referred to in section 3.6,

{B) the competencies and knowledge each member
should bring to the independant review committea;

fed the level of complexity of the issues reascnably
expactad to be raised by membeds in connection with the
matters under review by the independent review com-
mittes; and

{d) the ability of each member to contribute the nec-
easary time required o serve effectively on the inde-
pendent review committee,

4.3, Reporting to the manager

The independent review commitiee must as soon os
practicable deliver to the manager o written meport of the
tesults of an asmessment under subsection 4.201) and (2)
that includes

fa) adescription of each instance of a breach of any
of the manager's policies or procedures of which the
independent review committes is aware, or that it hos
tenson o believe has ocoumed:

{B) a description of each instance of a breach of a
condition imposed by the independent meview committes
in o recommendation or approval it has provided to the
manager, of which the independent review comimittes is
aware, of that it has reason b believe has occurned: and

fe) recommendations for amy changes the independent
teview comimittes considers should be made to the
manager s policies and procedures.

4.4, Reporting to secarityholders

(13 An independent feview commities must prepare,
for each financial year of the investment fund and no
later than the dote the investment fund files itz anoual
financial statements, a repodt to securityholders of the

6. Marchés des valeurs

investment fund that describes the independent review
comimittes and its activities for the financial year and
includes

@} the name of each member of the independent
review committes at the date of the report, with

i. the members length of service on the independent
review committea;

il. the nume of any cther fund family on whose inde-
pendent meview committes the member serves: and

iii. if applicable, a description of amy relaticnship
that may cause o reasonable person to question the
member’s independence and the basis upon which the
independent meview committes determined that the
mermber iz independent;

b} the percentage of securities of each class or series
of voling of equity secufities banaficially owned, ditectly
of indirectly, in aggregate, by all the members of the
independent review committes of the investment fund

i. in the investment fund if the aggrepate level of
ownership excesds 10 percent;

ii. in the manager; or

{ii. in any person or compamy that provides services
to the investment fund or the manager;

{c} the identity of the Chair of the independant Teview
COmumittes;

(&} any changes in the composition or membership of
the independent review committee during the period;

{e} the aggregate compensation paid o the independent
review committes and any indemnities paid to members
of the independent review committes by the investment
fund during the period:

(71 a description of the process and criteria used by
the independent feview committee to determine the
appropriate level of compensation of its members and
any instance when, in setting the compensation and
expenses of its members, the independent eview com-
mittes did not follow the ecommendation of the man-
ager, including

i. o summary of the manage:’s recommendation; and

ii. the independent review committes’s reasons for
not following the recommend ation;
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{g) if known, a description of each instance when the
manager acted in a conflict of interest matter referred to
the independent review committee for which the inde-
pendent review commities did not give a positive ecom-
mendation, including

i. asummary of the recommendation: and

il if known, the manager's reasons for proceading
without following the recommendation of the independent
teview committee and the result of proceading:

&) if known, a description of each instance when the
manager acted in a conflict of interest matter but did not
meet a condition imposed by the independent review
comimittes in its recommendation of approval, including

i. the nature of the condition:

il if known, the manager's easons for oot mesating
the condition: and

ill. whether the independent review committes iz of
the view that the manager has taken, of proposes to ke,
appiopriate action to deal with the matter; and

{i} & brief summary of any recommendations and
appiovals the manager relied upon during the pericd.

(2) The meport required under subsaction (1) must os
s00n as practicabla

fa) be sant by the investment fund, without charge. o
a securityholder of the iovestment fund, wpon the
securityholders request;

{B) be made available and prominently displayed by
the manager on the investment fund's, investment fund
family's of manager’s webaite, if it has o website;

fe) be filed by the irvestment fund with the securities
regulatory authority; and

fa) be delivered by the independent review commities
to the manager.

4.5, Reporting to secarities regulatory authorities

(1) If the indepandent review committes is aware of
an instance where the manager acted in a conflict of
interest matter under subsection 5.2¢0 1) tat did not comply
with a condition or conditions imposad by securities
legislaticn or the independent review committes in its
approval. the independent review comumittes must, as
soon a8 practicoble, notify in writing the securities regu-
latory authority.

(2) The notification referred o in subsection (1) is
satisfied if it 12 made to the investment fund’s principal

regulator,

4.6, Independent review commit tee to maintain
records

An independent review committes must maintain
records, including

@} a copy of its current written charter;
(b} minutes of its meetings;

{c} copies of any materials and written reports pro-
wided to it

(@) copies of materials and written reports prepared
by it; and

{e} the decisions it makes.

PART 5
CONFLICT OF INTEREST MATTERS

5.1, Manager to refer conilict of interest matters
to independent review committes

(17 When o conflict of interest matter nrises, and
before taking aoy action in the matter, the manager must

{@) determine what action it proposes to ke in respect
of the matter, having megard to

i. i duties under securities legislation: and

il. its written policies and procedures on the matter:
and

(b} refer the matier. along with its proposad acticn, o
the independent review committes for 8 review and
decigion.

(2) If a manoger must hold a meeting of
sacurityholders to oblin securityholder approval before
taking an action in a conflict of interest matter, the
manager must include a summary of the independent
review commities’s decision under subsection (1) in the
notice of the meeting.

5.2, Matters requiring independent review
committes approval

(1} A manager may not proceed with a proposad
action under section 5.1 without the approval of the
indepandent review committes if the action is
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fal an inter-fund trade a8 described in subsection 6. 1(2)
of thiz Regulation or a transaction os described in sub-
section 4.201) of Regulation 81-102 Mutual Funds;

{b} o transaction in securities of an issuer os
described in subsection 6.2(1) of this Regulation; or

fe) an investment in a class of securities of an issuer
underwritten by an entity related to the manager as
described in subsection 4.1(1) of Regulation 21-102
Mutual Funds.

(2) An independent review commitbee must not
appiove an action unless it has determined, after renson-
able inquiry. that the acticn

fa) is proposad by the manager free from any influ-
ence by an entity related to the manager and without
taking into account amy consideration relevant o an
entity related to the manager;

{B) represents the business judgment of the manager
uninfluenced by considerations other than the best in ber-
esta of the investment fund;

fcl i8 in compliance with the manager's written
policies and procedures relating to the action; and

{d} achieves n fair and reasonable result for the
investment fund.

5.3 Matters subject to independent review
committee recommendation

(1) Before a manager may proceed with o proposed
action under section 5.1 other than those set out in
subsaction 5.2(1).

fa) the independent review committes must provide a
ecommendation to the manager as to whether, in the
comimittee’s opinion after reascnable inguiry, the pro-
posed acticn achieves a fair and reasonable result for the
investment fund; and

{E) the manager must consider the recommendation
of the independent review committee.

(2} If the manager decides o procesd with an action
in & conflict of interest matter that, in the opinion of the
independent review committee after reasonable inquiry,
does not achieve a foir and reasonable result for the
investment fund under paragraph (1)a), the manager
must notify in writing the independent review committes
tefore proceading with the proposed action.

(3) Upon receiving the notification described in
sutaection (2}, the independent meview commities may
require the manager o notify securityholders of the
investnent fund of the manager's decisicn.

(4 A notification o securityholders under subsec-
ticn (%) must

@} sufficiently describe the proposed action of the
man ager. the recommendation of the independent review
comimittes and the manager’s reasons for proceading;

(b} state the date of the proposed implementation of
the action; and

{c} be sent by the manager to each sacurityholder of
the investment fund at laast thirty days before the effec-
tive date of the proposed action.

(3) Theinvestment fund must, as soon a8 practicable.
fila the notification seferred to in subssction (4) with the
securities regulatory authority wpon the notice being
st to securityholders,

5.4. Standing imstructions by the independent
review commitiee

(1) Despite section 5.1, the manager is not required
to refer a conflict of interest matter nor its proposad
action to the independent review committes if the man-
ager complies with the terms of a standing instruction
that iz in effect.

(23 For any action for which the independent meview
cominittes hos provided a standing instruction, at the
time of the independent review committee’s regular
nzaeazment described in subaection 4.2(1),

{@} the manager must provide a written report to the
indepandent review committes describing each instance
that it acted in meliance on a standing instmaction; and

b} the independent review cormmites must

i. review and nssess the adequacy and effectivenass
of the manager's written policies and procedures on the
matter of on that type of matter with respect to all
actions permitted by each standing instraction;

ii. review and assess the manager's and irvestrnent
fund’s complionce with any conditions imposed by it in
each standing instruction:

ili. meaffirm or amend each standing instraction;
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;'I'r'. establish new standing instructions, if necessary;
an

w. advise the manager in writing of all changes to the
standing instructions.

(3) A monager may continue to rely on a sanding
inatruction under subsaction (1) until such time as the
independent eview committes notifies the manager that
the standing instruction has been amended or is no longer
in effect.

PART &
EXFMPTED TRANSACTIONS

&1, Inter-fund trades
(17 In this section
fa) “cursent market price of the security’” means,

i if the security is an exchange-traded security of a
foreign exchange-traded security,

{A) the closing sale price on the day of the transac-
tion a8 reportad on the exchangs upon which the secu-
rity is listed of the quoltion wade reporting system
upon which the security is quoted, or

(B} if there are no reported transactions for the day of
the transaction. the average of the highest current bid
and lowest current ask for the security as displayed on
the exchange upon which the security is listed or the
quotation trade reporting system upon which the secu-
ity is quoted. or

{C} if the closing sale price on the day of the transac-
tion s outside of the closing bid and closing ask. the
average of the highest current bid and lowest current ask
fior the security as displayed on the exchange upon which
the sacurity is listed or the quotation rade reporting
ayatam upon which the sacurity is quoted: or

il for all other securities, the average of the highest
current bid and lowest curment ask determined on the
basis of reasonable inguiry: and

k) “market integrity requiremenis”™ means

i if the security is an exchange-traded sacurity. the
purchase or sale

{A) iz printed on a marketplace that executes trades
of the security; and

{B) complies with the market conduct and display
requirements of the marketplace. its regulation services
provider and securities regulatory authorities; or

6. Marchés des valeurs

ii. if the sacurity is a foreign exchange-traded secu-
rity. the purchase or sale complies with the requirements
that govern transpearency and trading of foreign exchange-
traded securities on the foreign exchangs or foreign
quotation and trade reporting 8 ystem; or

iii. for all other securities. the purchase or sale is
thiough a dealer, if the purchase or sale is requited o be
reporbed by o registered dealer under applicable securi-
ties legislation.

(2} Theportfolio manager of an investment fund may
purchase a sacurity of any issuer from, or sall a security
of amy izsuer to. another investment fund managed by
the same manager or an affiliate of the manager, if. at the
time of the transaction

{@) the imvestment fund is purchasing from, or selling
to, another investment fund o which this Regulation
applies:

(b} the independent review committes has approved
the ransction under subsection 5.2(2);

{c) the bid and ask price of the sacurity is readily
available;

(@) the investment fund recaives no consideration and
the only coat for the trade is the nominal cost incured by
the investment fund to print or otherwise display the
trade;

{e} the transaction is executed at the cument markeat
price of the security;

(ft the transaction is subject o market integrity
requirernents; and

(g} the imvestrnent fund keepa written mconds, including
i. o record of each purchase and sale of securities;
ii. the parties to the rade: and

id. the terms of the purchase or sale

for five years after the end of the fiscal year in which
the trade occumed. the most recent two years in a ea-
sonably accessible place.

(3) The provisions of National Instrument 21-101
Marketplace Operation, adopted by the Commission des
valeurs mobiligres du Québec pursuant to decision
oo, 2001-C-0409 dated August 28, 2001, and Part & and
Part & of Mational Instrument 23-101 Trading Fules,
adopted by the Commission des valeurs mobilisres du
Québe: pursuant to decision no. 2001-C-0411 dated
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August 28, 2001, do not apply to a portfolio manager or
portfolio adviser of an investment fund. or an investment
fund, with respect to a purchase or sale of o security
referred to in subsection (2) if the purchase or sale is
made in accordance with that subsection.

{4) The inter-fund self-dealing investment prohibi-
tions do not apply to a portfolic manager or portfolio
adwviser of an investment fund. or an investment fund,
with respect to a purchase or sale of a security referred
to in subsection (2) if the purchase or sale is made in
accordance with that subsection.

(53 The dealer registration requirement doss not apply
to a portfolio manager of an investiment fund, with respact
to a puichase of sale of a security refemed to in sutsec-
tion (2 if the purchase of sale i8 made in accordance
with that subsection.

(6) In subsection (5), “dealer registration require-
ment” has the meaning ascribed to that term in National
Instrument 14-101 Definitions, adopted by the Commis-
sion des valeuss mobilidgres du Québec pursuant to deci-
sion oo, 2001-C-0274 dated June 12, 2001,

&2, Transactions in securities of related issuers

(1) An jovestment fund may make or hold an
investment in the security of an issuer related to it. its
manager, of an entity related to the manager, if

fa) at the time that the imvestment is made,

i the independent review committee has approved
the investment under subzection 5.2(2); and

il the purchase is made on an exchangs on which the
securities of the issuer are listed and traded: and

{B) no later than the fime the iovestment fund files it
annual financial statements, the manager of the invest-
ment fund files with the securities regulatory authority
the particulars of the investment.

(2) The mutual fund conflict of interest investment
restrictions do not apply to o mutual fund with respect to
an inves ment referred o in subsaction (1) if the invest-
ment is made in accordance with that subsection.

{3y Insubsection (2}, “mutual fund conflict of interest
imvestment restrictions”™ has the meaning ascribed to that
term in Regulation 81-102 Mutual Funds.

{4) In Québec. Section 236 of the Securities Regula-
tiom (BLC) ¢ W-1.1. r.1) does not apply to a portfiolio
adviger or registered person acting under A management

6. Marchés des valeurs

contract with respect to an investment referred to in
subsection (1) on behalf of an investment fund, if the
investnent is made in accord ance with that subsection.

PART 7
EXEMPTIOMNS

7.1. Exemptions

(1} The securities regulatory authority may grant an
exemption from this Regulation. in whole or in part.
subject o such conditions of restrictions ns may be
imposad in the exemption.

(2} Despite subsection (1), in Ontario only the regu-
lator may grant such an exempticn.

(3) Bxcept in Ontario, an exemption referred o in
sutaection (1) is granted under the statute referred to in
Appendix B of Mational Instrument 14-101 Definitions,
oppodite the name of the local jurisdiction.

7.2, Existing exemplions, waivers or approvals

Any exemption, waiver of approval undes a provision
of securities legislation that was effective before this
Regulation came into force and that deals with the matters
that this Regulaticn regulates, will expire cne year after
this Regulation comes into force.

FART &
TRAMSITION AND EFFECTIVE DATE

8.1, Meaning of investment fumd

In Québec, the term “iovestment fund”, wherever it
occuis, maans “unincorporated mutual fund” or “mutual
fund"”.

8.2, Transition

(1} This Regulation does not apply to an imves ment
fund until the earlier of

{@} the date on which the manager provides to the
sacurities regulatory authority the notification referred
to in subsaction (4 and

(b} Movember 1, 2007,

(2} Deapite subsection (1), before May 1, 2007, the
manager must appodnt the first members of the inde-
pendent review commitiee under section 3.2 in compli-
anca with this Regulation.
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{3) Despite section 4.4, the independent review com-
mittes’s first report to securityholders must be com-
pleted by the 1 20th day after the end of the first financial
year of the investment fund to which this Regulation

applies.

(4) A manager of an investment fund must notify the
secirities megulatory authority or fegulator in writing if
it intends to comply with this Regulation pricr to the
expiration of the transition pericd under subsaction {1

(5) The notification referred to in subsection (4) is
satisfied if the notification is made to the investment
fund’s principal regulator.

8.3, Effective date

Thiz Regulation comes into force on the date of it
publication in the Gagente officielle du Qadbec,

APPEMNDIX A

COMFLICT OF INTEREST OR SELF-DEALING

PROVISIONS
Jurisdiction

Albema

British Columbia

Manitoba

Newfoundland
and Labiador

New Brumswick

Nowa Boolia

Cikario

Cudbec

Smskalchewan

6. Marchés des valeurs

Securities legislation reference

Part 15 - Imsider Trading and Self-
Lealing of the Securitizs Act {Alberta)

Pant 15 - Seli-Dealing of the Securi-
ties Act (British Columbia)

Part XI - Insider Trading of the
Securilies Act (Manitaba)

Pant XX - Insider Trading and Self-
Dealing of the Securilies Act [New-
foundland and Lakeador)

Part L0 - Insider Trading and Self-
Dealing of the Seouities Act (Mew
Bronswick)

Hectiona 112 - 128 of the Securilies
At (Nowa Scoting

Part XXI - Irsider Trading and Self-
Dealing ofthe Securities Ad {Onlario)

Section 236 of the Securities Regula-
tica (Cuébec)

Pam XV - Insider Trading and Self-
Dealing - Mubaal Funds of the Secu-
rilies Act | Saskatchewan)

Jurisdiction Securities legislation reference
Alberia, British Columbia, Part 4 of Regolaticn 81-102 Munal
Manitoba, Mewfcundland  Funds

and Labrador,

New Brunswick,

Northwest Temitories,

Nova Scotin, Nonawat,

Cinlario,

Frince Edward [sland,

(ughec,

Saskatchewan and Yukon

AFPENIMX B
IMTER-FUMD SELF-DEALING CONFLICT OF

INTEREST PROVISIONS

Jurisdiction Securities legislation reference

Alberia Section 193(2)(b) of the Securities
Acl{Alberia)
Section 31061 of ASC Rules

British Columbia Section 127(11(b} of the Securities
Act (British Columbiz)

Newfoundland Saction 119(23(b} of the Securities

and Labrador Act (Newfoundland and Labrador)
Section 03] of Reg, BS54

New Brunswick Section 144011(b} of the Securities
Act (New Bunswick)
Sectioa 11.70&) of Local Rule 31-501
Repisiration Requirements

Nova Scotia Section 126(2)(b} of e Securities
Act (Nova Scolia)
Seclion X&) of the Genzral Securi-
liza Rules

Onlario Section 118(2)(b) of tbe Securities

Act [ Onlaric)

Section LLXE) of Reg. 1015
Prince Edward lsland Saction 351061 of Securities Act
Regulations

Seclion 236 of the Securitizs Regula-
lion [ Quhe)

Quéhec

Saskatchewan Section 127(21(b} of e Securities
Act (Saskaichewan)
Section 2TE) of Seaities Regola-

lions

TR

17 novembre 2006 - Vol. 3, n° 46



