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Introduction 

This Borden Ladner Gervais LLP Investment 

Fund Rules Book incorporates the most 

commonly used national instruments and 

policies affecting investment funds and their 

managers, and includes all amendments to the 

various National Instruments that came into 

force as of January 6, 2022 and June 1, 2022.  

It does not reflect other amendments that have 

been proposed but are not yet in force on the 

date of publication. 

The Canadian investment fund industry is 

regulated by, among other things, a number of 

National Instruments, namely National 

Instruments 81-101 Mutual Fund Prospectus 

Disclosure, 81-102 Investment Funds, 81-104 

Alternative Mutual Funds, 81-105 Mutual Fund 

Sales Practices, 81-106 Investment Fund 

Continuous Disclosure and 81-107 Independent 

Review Committee for Investment Funds. 

National Instrument 41-101 General Prospectus 

Requirements sets out the prospectus 

requirements that apply generally to investment 

funds as reporting issuers, and also contains the 

prospectus disclosure forms that must be used 

by investment funds that are not mutual funds 

governed by National Instrument 81-101. 

Members of the Investment Management 

Practice Group of Borden Ladner Gervais LLP 

(BLG) have prepared this collection of national 

instruments and policies for your convenience. 

 

About BLG’s Investment 
Management Group 

With over 60 years’ experience, the Investment 

Management Group at BLG understands the 

business, regulatory and administrative issues 

that affect Canadian and international participants 

in the Canadian investment management 

industry. The breadth and depth of BLG’s 

Investment Management Group ensures that our 

clients get multi-dimensional legal services 

provided in a disciplined, cost-effective manner. 

Our clients, both Canadian and international, 

include open and closed end investment fund 

complexes, providers of alternative investment 

products (pooled and hedge funds, private 

equity, venture capital, private credit and real 

estate vehicles), providers of segregated funds 

and other insurance products, investment fund 

managers, portfolio managers, sub-advisers and 

dealers, financial institutions, industry service 

providers, securities regulators, self-regulatory 

organizations and industry trade associations. 

 
BLG’s Investment Management Services 

Investment funds, including publicly offered 

mutual funds and ETFs, are a vital component of 

the financial services industry in Canada. 

Whether your business is managing and 

administering investment funds, selling 

investment funds, acting as a portfolio manager 

or sub-adviser of investment funds, or providing 

services to the investment fund industry, it is 

critical that you have legal assistance and advice 

from lawyers who not only understand the laws 

that affect your business, but who focus 

exclusively on your industry and have the depth 

of knowledge and experience to allow you to 

navigate the complex legal, regulatory and 

operational issues you encounter. 

We are privileged to have been the trusted 

adviser to many investment fund complexes 

operating in the Canadian marketplace since 

their inception and to continue to be part of their 

on-going growth and success, including their 

ability to provide Canadians with different 

investment options and services. We are the 

largest practice group of any law firm operating in 

Canada that is dedicated to the investment 

management industry. 

Our Investment Management Group has long-

standing, recognized depth of knowledge and 

expertise in investment funds, including mutual 

funds, ETFs, scholarship plans, pooled and 

hedge funds, segregated funds, alternative 

investments (private equity, venture capital, 

private credit and real estate funds) and their 

regulatory and legal environment. We can provide 

you with a full range of legal services, including: 

• Structuring investment funds and their offerings – 
both public and private, open-ended and closed-
ended 

• Structuring specialized varieties of investment 

funds, such as ETFs, interval funds, alternative 

investment funds, cryptocurrency funds, 

cannabis-focused  funds and scholarship plans 

• Structuring derivatives based investment funds to 
allow for investments that may not otherwise be  
accessible



 

 

• Structuring specialized investments for 

investment funds, including investments into 

foreign collective investment vehicles, such as 

UCITS, SICAVs/SICAFs, FCP and AIFs 

located in Luxembourg, Ireland and other EU 

jurisdictions, as well as exempted funds 

located in the Cayman Islands and other off-

shore jurisdictions  

• Structuring master-feeder funds to accommodate 
investments in international vehicles 

• Drafting and reviewing public and private fund 

offering documents – both initial and renewal – 

and continuous disclosure documents, such as 

prospectuses, fund facts, ETF facts, MRFPs 

and offering memoranda 

• Obtaining relief from regulatory restrictions 

where required to allow you to operate your 

investment funds and your business as desired 

• Negotiating and drafting trust agreements, 

incorporation documents, investment 

management and sub-advisory 

agreements, custodial agreements and 

other material contracts 

• Negotiating and drafting ISDA’s, futures and 
cleared derivative documentation and advising on 
global derivatives requirements 

• Advising on diverse legal, regulatory, 

operational and compliance matters relating to 

investment fund operations, administration 

and management, sales practices, distribution, 

sales communications, marketing, fund 

valuation, fund liquidity, proxy voting, custody 

and trading 

• Advising on environmental, social and 

governance (ESG) issues for investment funds 

and approaches to ESG disclosure and 

management 

• Advising on investment fund governance, 

including structuring and providing 

ongoing advice to independent review 

committees and boards of directors. 

In serving our investment fund clients, we work 

closely with our lawyers in other specialized 

areas, including tax, derivatives, cryptocurrency 

and blockchain, securities litigation, pensions, 

insurance, and securities registrant regulation and 

compliance to provide a comprehensive approach 

that considers the individual facets of your 

particular business. We have excellent working 

relationships with the Canadian securities 

regulators and other government officials. We 

regularly and proactively provide regulatory 

updates and thought leadership to our clients and 

continuing legal education to the investment 

management and registrant community. 

Members of our Investment Management Group are 

current and past directors of industry associations, 

including the National Society of Compliance 

Professionals (NSCP). We regularly participate in 

industry committees and events, including those 

organized by The Investment Funds Institute of 

Canada (IFIC), the Portfolio Management 

Association of Canada (PMAC), the Canadian ETF 

Association (CETFA), the Alternative Investment 

Management Association of Canada (AIMA 

Canada), The Canadian Hedge Fund Awards, the 

International Bar Association (Investment Funds) 

and the Investment Company Institute. 

BLG is pleased to be an affiliate member of IFIC, 
PMAC, CETFA and AIMA Canada. 

 
Rankings and Recognitions 

The Investment Management Group or its members 
are recognized as leading practitioners, including: 

• Ranked in Band 1 for Investment Funds in the 
2022 edition of Chambers Canada – Canada’s 
Leading Lawyer for Business 

• Canada Law Firm of the Year – GlobalCapital 
Americas Derivatives Awards in 2022 and every 
year since 2014  

• Top Listed in Ontario and in Canada in Mutual 
Funds and Private Funds Law in The Best Lawyers 
in Canada ® 2022 

• Recognized in the 2022 edition of the  
Lexpert ®/American Lawyer Guide to the Leading 
500 Lawyers in Canada 

• Recognized in the 2022 edition of the Canadian 
Legal Lexpert® Directory 

 
Publications 

For publications by BLG’s Investment Management 
Group, visit www.blg.com/en/services/practice-
areas/investment-management#insightsrollup  

 
More Information 

For more information on BLG’s Investment 
Management Group, visit 
www.blg.com/en/expertise/investmentmanagement

https://www.blg.com/en/services/practice-areas/investment-management#insightsrollup
https://www.blg.com/en/services/practice-areas/investment-management#insightsrollup
http://www.blg.com/en/expertise/investmentmanagement


 

 

Investment Management Group 

National Leader 

Lynn McGrade Toronto 416.367.6115 lmcgrade@blg.com 
    

Key Contacts 

Jonathan L. Doll Calgary 403.232.9659 jdoll@blg.com 

Christian Faribault Montréal 514.954.2501 cfaribault@blg.com 

Kathryn M. Fuller Toronto 416.367.6731 kfuller@blg.com 

Jason J. Brooks Vancouver 604.640.4102 jbrooks@blg.com 

 

Notice 

This publication is designed to provide accurate and authoritative reference information in regard to the subject 

matter covered. It is provided with the understanding that it is not intended to provide legal advice and that in  

so publishing the publisher is not engaged in rendering legal or other professional services. The authors, editors  

and publisher disclaim liability in respect of anything done in reliance, in whole or in part, on the contents hereof.  

If legal advice or other expert assistance is required, the services of a competent professional person must  

be sought. This publication should not be construed as being either official or unofficial policy of any  

governmental body. 
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NATIONAL INSTRUMENT 81-101 
MUTUAL FUND PROSPECTUS DISCLOSURE 

PART 1 - DEFINITIONS, INTERPRETATION AND 
APPLICATION 

1.1 Definitions - In this Instrument 

“Aequitas personal information form” means a 
personal information form for an individual 
prepared pursuant to Aequitas NEO Exchange Inc. 
Form 3, as amended from time to time; 

“automatic switch” means a purchase of securities 
of a class or series of securities of a mutual fund, 
immediately following a redemption of the same 
value of securities of another class or series of 
securities of that mutual fund, if the only material 
differences between the two classes or series are 
both of the following: 

(a) a difference in the management fees; 

(b) a difference in the purchaser’s minimum 
investment amounts; 

“automatic switch program” means an agreement 
under which automatic switches are to be made on 
predetermined dates for a purchaser of securities 
of a class or series of a mutual fund as a result of 
the purchaser 

(a) satisfying the minimum investment amount for 
the class or series, and 

(b) failing to satisfy, in whole or in part, the 
minimum investment amount for the class or 
series of securities of the mutual fund that 
were subject to the automatic switch because 
those securities were redeemed; 

“business day” means any day other than a 
Saturday, a Sunday or a statutory holiday; 

“commodity pool” [Repealed] 

“designated website” has the meaning ascribed to 
that term in National Instrument 81-106 Investment 
Fund Continuous Disclosure; 

“educational material” means material containing 
general information about one or more of investing 
in general, mutual funds, portfolio management, 
capital markets, retirement savings, income or 
education saving plans and financial planning, if 
the material does not promote a particular mutual 
fund or mutual fund family or the products or 
services offered by a particular mutual fund or 
mutual fund family; 

“executive officer” means, for a mutual fund, a 
manager of a mutual fund or a promoter of a 
mutual fund, an individual who is 

(a) a chair, vice-chair or president, 

(b) a vice-president in charge of a principal 
business unit, division or function including 
sales, finance or product development, or 

(c) performing a policy-making function; 

“financial statements” includes interim financial 
reports; 

“financial year” includes the first completed 
financial period of a mutual fund beginning with the 
inception of the mutual fund and ending on the date 
of its first financial year end; 

“fund facts document” means a completed 
Form 81-101F3 Contents of Fund Facts Document; 

“independent review committee” means the 
independent review committee of the investment 
fund established under National Instrument 81-107 
Independent Review Committee for Investment 
Funds; 

“managed account” has the meaning ascribed to 
that term in National Instrument 31-103 
Registration Requirements, Exemptions and 
Ongoing Registrant Obligations; 

“material contract” means, for a mutual fund, a 
contract listed in the simplified prospectus of the 
mutual fund in response to Item 4.17 of Part A of 
Form 81-101F1 Contents of Simplified Prospectus; 

“multiple AIF” [Repealed] 

“multiple SP” means a document containing two or 
more simplified prospectuses that have been 
consolidated in accordance with subsection 5.1(1); 

“Part A section” means the section of a simplified 
prospectus that contains the disclosure required by 
Part A of Form 81-101F1 Contents of Simplified 
Prospectus; 

“Part B section” means the section of a simplified 
prospectus that contains the disclosure required by 
Part B of Form 81-101F1; 

“permitted client” has the meaning ascribed to that 
term in National Instrument 31-103 Registration 
Requirements, Exemptions and Ongoing 
Registrant Obligations; 

“personal information form” means  

(a) a completed Schedule 1 of Appendix A to 
National Instrument 41-101 General 
Prospectus Requirements;  

(b) a completed TSX/TSXV personal information 
form submitted by an individual to the Toronto 
Stock Exchange or to the TSX Venture 
Exchange to which is attached a completed 
certificate and consent in the form set out in 
Schedule 1 - Part B of Appendix A to National 
Instrument 41-101 General Prospectus 
Requirements, or 

(c)  a completed Aequitas personal information 
form submitted by an individual to Aequitas 
NEO Exchange Inc., to which is attached a 
completed certificate and consent in the form 
set out in Schedule 1 - Part B of Appendix A 
to National Instrument 41-101 General 
Prospectus Requirements; 
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“Personal Information Form and Authorization” 
[Repealed] 

“plain language” means language that can be 
understood by a reasonable person, applying a 
reasonable effort; 

“portfolio rebalancing plan” means an agreement, 
that can be terminated at any time, under which a 
purchaser 

(a) selects 

(i) a portfolio of securities of two or more 
mutual funds, and 

(ii) target weightings for securities of 
each of those mutual funds held by 
the purchaser, and 

(b) on predetermined dates, purchases or 
redeems securities referred to in paragraph (a) 
in order to bring the holdings of each of those 
securities within the applicable target 
weighting; 

“pre-authorized purchase plan” means a contract or 
other arrangement for the purchase of securities of 
a mutual fund, by payments of a specified amount, 
on a regularly scheduled basis, and which can be 
terminated at any time; 

“precious metals fund” [Repealed] 

“predecessor personal information form” means 

(a) a completed Schedule 1 of Appendix A to 
National Instrument 41-101 General 
Prospectus Requirements in the form that was 
in effect from March 17, 2008 until May 14, 
2013, or 

(b) a completed TSX/TSXV personal information  
form to which is attached a completed 
certificate and consent in the form that was in 
effect between March 17, 2008 and May 14, 
2013; 

“single AIF” [Repealed]  

“single SP” means a simplified prospectus that has 
not been consolidated with another simplified 
prospectus under subsection 5.1(1); and 

“statutory right of action” means, 

(a) in Alberta, paragraph 206(a) of the Securities 
Act (Alberta), 

(b) in British Columbia, section 135 of the 
Securities Act (British Columbia), 

(c) in Manitoba, section 141.2 of the Securities 
Act (Manitoba), 

(d) in New Brunswick, section 155 of the 
Securities Act (New Brunswick), 

(e) in Northwest Territories, section 116 of the 
Securities Act (Northwest Territories), 

(f) in Nunavut, section 116 of the Securities Act 
(Nunavut), 

(g) in Saskatchewan, section 141(2) of The 
Securities Act, 1988 (Saskatchewan), and 

(h) in Yukon, section 116 of the Securities Act 
(Yukon); 

“statutory right of withdrawal” means, 

(a) in Alberta, subsection 130(1) of the Securities 
Act (Alberta), 

(b) in British Columbia, subsections 83(3) and (5) 
of the Securities Act (British Columbia), 

(c) in Manitoba, sections 1.2 and 1.5 of Local 
Rule 41-502 Prospectus Delivery 
Requirement (Manitoba), 

(d) in New Brunswick, subsection 88(2) of the 
Securities Act (New Brunswick), 

(e) in Northwest Territories, section 101(2) of the 
Securities Act (Northwest Territories), 

(f) in Nunavut, subsection 101(2) of the 
Securities Act (Nunavut), 

(g) in Saskatchewan, section 79(3) of The 
Securities Act, 1988 (Saskatchewan), and 

(h) in Yukon, subsection 101(2) of the Securities 
Act (Yukon). 

“TSX/TSXV personal information form” means a 
completed personal information form of an 
individual in compliance with the requirements of 
Form 4 for the Toronto Stock Exchange or Form 2A 
for the TSX Venture Exchange, as applicable, each 
as amended from time to time. 

1.2 Interpretation - Terms defined in National 
Instrument 81-102 Investment Funds or National 
Instrument 81-105 Mutual Fund Sales Practices 
and used in this Instrument have the respective 
meanings ascribed to them in those Instruments. 

1.3 Application - This Instrument does not apply to 
mutual funds that are 

(a) labour sponsored venture capital corporations; 
or 

(b) [Repealed] 

(c) listed and posted for trading on a stock 
exchange or quoted on an over-the-counter 
market. 

PART 2 - DISCLOSURE DOCUMENTS 

2.1 Filing of Disclosure Documents 

(1) A mutual fund 

(a) that files a preliminary prospectus must file the 
preliminary prospectus in the form of a 
preliminary simplified prospectus prepared 
and certified in accordance with Form 81-
101F1 and concurrently file a preliminary fund 
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facts document, for each class or series of 
securities of the mutual fund, prepared in 
accordance with Form 81-101F3; 

(b) that files a pro forma prospectus must file the 
pro forma prospectus in the form of a pro 
forma simplified prospectus prepared and 
certified in accordance with Form 81-101F1 
and concurrently file a pro forma fund facts 
document, for each class or series of 
securities of the mutual fund, prepared in 
accordance with Form 81-101F3; 

(c) that files a prospectus must file the prospectus 
in the form of a simplified prospectus prepared 
and certified in accordance with Form 81-
101F1 and concurrently file a fund facts 
document, for each class or series of 
securities of the mutual fund, prepared in 
accordance with Form 81-101F3; 

(d) that files an amendment to a prospectus must 

(i) [Repealed] 

(ii) if the amendment relates to the 
information contained in a fund facts 
document, concurrently file an 
amendment to the fund facts document; 

(iii) if the amendment relates to a new class 
or series of securities of the mutual fund 
that is referable to the same portfolio of 
assets, concurrently file a fund facts 
document for the new class or series; and 

(e) must file an amendment to a fund facts 
document, if a material change occurs that 
relates to the information contained in the fund 
facts document, as soon as practicable and, in 
any event, within 10 days after the day the 
change occurs. 

(2) A mutual fund must not file a prospectus more 
than 90 days after the date of the receipt for the 
preliminary prospectus that relates to the 
prospectus. 

2.2 Amendments to Disclosure Documents 

(1) An amendment to a simplified prospectus may 
consist of either 

(a) an amendment that does not fully restate 
the text of the simplified prospectus; or 

(b) an amended and restated simplified 
prospectus. 

(2) Despite subsection (1), an amendment to the 
Part B section that is separately bound from 
the Part A section of a simplified prospectus 

 

 

1In Ontario, a number of prospectus related requirements in this 
Instrument are set out in the Securities Act (Ontario).  We have 
identified carve-outs from the Instrument where a similar 
requirement is set out in the Securities Act (Ontario).  Notes 

must be effected only by way of an amended 
and restated Part B section. 

(3) An amendment to a simplified prospectus 
must be identified and dated as follows: 

1. For an amendment that does not restate 
the text of a simplified prospectus: 

Amendment No. [insert amendment number] 
dated [insert date of amendment] to 
[identify document] dated [insert date of 
document being amended]. 

2. For an amended and restated simplified 
prospectus, other than an amendment to 
which subsection (2) applies: 

Amended and Restated [identify document] 
dated [insert date of amendment], 
amending and restating [identify 
document] dated [insert date of document 
being amended]. 

(4) An amendment to a fund facts document must 
be prepared in accordance with 
Form 81-101F3 without any further 
identification and dated as of the date the fund 
facts document is being amended. 

2.2.1 Amendment to a Preliminary Simplified 
Prospectus 

(1) Except in Ontario, if, after a receipt for a 
preliminary simplified prospectus is issued but 
before a receipt for the simplified prospectus 
is issued, a material adverse change occurs, 
an amendment to the preliminary simplified 
prospectus must be filed as soon as 
practicable, but in any event within 10 days 
after the change occurs. 

[Note:  In Ontario, subsection 57(1) of the 
Securities Act (Ontario) imposes a similar 
requirement to file an amendment to a preliminary 

prospectus.]1 

(2) The regulator must issue a receipt for an 
amendment to a preliminary simplified 
prospectus as soon as practicable after the 
amendment is filed. 

2.2.2 Delivery of Amendments - Except in Ontario, a 
mutual fund must deliver an amendment to a 
preliminary simplified prospectus as soon as 
practicable to each recipient of the preliminary 
simplified prospectus according to the record of 
recipients required to be maintained under 
securities legislation. 

included in this Instrument have been inserted for convenience 
of reference only and do not form part of this Instrument or have 
any force or effect as a rule or policy. 
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[Note:  In Ontario, subsection 57(3) of the 
Securities Act (Ontario) imposes similar 
requirements regarding the delivery of 
amendments to a preliminary prospectus.] 

2.2.3 Amendment to a Simplified Prospectus 

(1) Except in Ontario, if, after a receipt for a 
simplified prospectus is issued but before the 
completion of the distribution under the 
simplified prospectus, a material change 
occurs, a mutual fund must file an amendment 
to the simplified prospectus as soon as 
practicable, but in any event within 10 days 
after the day the change occurs. 

[Note: In Ontario, subsection 57(1) of the 
Securities Act (Ontario) imposes a similar 
obligation to file an amendment to a final 
prospectus where there has been a material 
change.] 

(2) Except in Ontario, if, after a receipt for a 
simplified prospectus or an amendment to a 
simplified prospectus is issued but before the 
completion of the distribution under the 
simplified prospectus or the amendment to the 
simplified prospectus, securities in addition to 
the securities previously disclosed in the 
simplified prospectus or the amendment to the 
simplified prospectus are to be distributed, an 
amendment to the simplified prospectus 
disclosing the additional securities must be 
filed, as soon as practicable, but in any event 
within 10 days after the decision to increase 
the number of securities offered. 

[Note:  In Ontario, subsection 57(2) of the 
Securities Act (Ontario) imposes a similar 
requirement to file an amendment to a prospectus 
any time there is a proposed distribution of 
securities in addition to that disclosed under the 
prospectus.] 

(3) Except in Ontario, the regulator must issue a 
receipt for an amendment to a simplified 
prospectus filed under this section unless the 
regulator considers that there are grounds set 
out in securities legislation that would cause 
the regulator not to issue the receipt for a 
simplified prospectus. 

[Note:  In Ontario, subsection 57(2.1) of the 
Securities Act (Ontario) imposes a similar 
obligation for the Director to issue a receipt for an 
amendment to a prospectus unless there are 
proper grounds for refusing the receipt.] 

(4) Except in Ontario, the regulator must not 
refuse to issue a receipt under subsection (3) 
without giving the mutual fund that filed the 
simplified prospectus an opportunity to be 
heard. 

[Note:  In Ontario, subsections 57(2.1) and 61(3) of 
the Securities Act (Ontario) impose a similar 
restriction on the Director to refuse to issue a 

receipt for a prospectus without first giving an 
issuer an opportunity to be heard.] 

2.3 Supporting Documents 

(1) A mutual fund must 

(a) file with a preliminary simplified 
prospectus and a preliminary fund facts 
document for each class or series of 
securities of the mutual fund 

(i) a copy of the preliminary simplified 
prospectus certified in accordance 
with Part 5.1, 

(ii) a submission to the jurisdiction and 
appointment of an agent for service 
of process of the manager of the 
mutual fund in the form set out in 
Appendix C to National Instrument 
41-101 General Prospectus 
Requirements, if the manager of the 
mutual fund is incorporated, 
continued or organized under the 
laws of a foreign jurisdiction or 
resides outside of Canada, 

(iii) a copy of any material contract and a 
copy of any amendment to a material 
contract that have not previously 
been filed, other than a contract 
entered into in the ordinary course of 
business, 

(iv) a copy of the following documents 
and a copy of any amendment to the 
following documents that have not 
previously been filed: 

(A) by-laws or other 
corresponding instruments 
currently in effect, 

(B) any securityholder or voting 
trust agreement that the 
mutual fund has access to 
and that can reasonably be 
regarded as material to an 
investor in securities of the 
mutual fund, and 

(C) any other contract of the 
mutual fund that creates or 
can reasonably be regarded 
as materially affecting the 
rights or obligations of the 
mutual fund’s securityholders 
generally, and 

(v) any other supporting documents 
required to be filed under securities 
legislation; and 

(b) at the time a preliminary simplified 
prospectus and a preliminary fund facts 
document for each class or series of 
securities of the mutual fund are filed, 
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deliver or send to the securities regulatory 
authority 

(i) for 

(A) a new mutual fund, a copy of 
a draft opening statement of 
financial position of the 
mutual fund, and 

(B) an existing mutual fund, a 
copy of the latest audited 
financial statements of the 
mutual fund, 

(ii) a personal information form for all of 
the following: 

(A) each director and executive 
officer of the mutual fund; 

(B) each promoter of the mutual 
fund; 

(C) if the promoter is not an 
individual and is not the 
manager of the mutual fund, 
each director and executive 
officer of the promoter, 

(iii) a signed letter to the regulator from 
the auditor of the mutual fund 
prepared in accordance with the form 
suggested for this circumstance by 
the Handbook, if a financial 
statement of the mutual fund 
incorporated by reference in the 
preliminary simplified prospectus is 
accompanied by an unsigned 
auditor’s report, and 

(iv) any other supporting documents 
required to be delivered or sent to 
the securities regulatory authority 
under securities legislation. 

(1.0.1)  Despite subparagraph 2.3(1)(b)(ii), a mutual 
fund is not required to deliver a personal 
information form for an individual referred to in 
subparagraph (1)(b)(ii) if the individual has 
submitted a Form 33-109F4 Registration of 
Individuals and Review of Permitted 
Individuals under National Instrument 33-109 
Registration Information. 

(1.1) Despite subparagraph (1)(b)(ii), a mutual fund 
is not required to deliver to the regulator a 
personal information form for an individual if 
the mutual fund, the mutual fund’s manager, 
another issuer or the manager of another 
investment fund issuer, previously delivered a 
personal information form for the individual 
and all of the following are satisfied: 

(a) the certificate and consent included in or 
attached to the personal information form 
was executed by the individual within 
three years preceding the date of filing of 
the preliminary simplified prospectus and 

preliminary fund facts document for each 
class or series of securities of the mutual 
fund; 

(b) the responses given by the individual to 
questions 6 through 10 of the individual’s 
personal information form are correct as 
at a date that is no earlier than 30 days 
before the filing of the preliminary 
simplified prospectus and preliminary 
fund facts document for each class or 
series of securities of the mutual fund; 

(c) if the personal information form was 
previously delivered to the regulator by 
another issuer, the issuer delivers to the 
regulator, concurrently with the filing of 
the preliminary simplified prospectus and 
preliminary fund facts document for each 
class or series of securities of the mutual 
fund, a copy of the previously delivered 
personal information form or alternative 
information that is satisfactory to the 
regulator. 

(1.2) Until May 14, 2016, subparagraph (1)(b)(ii) 
does not apply to a mutual fund in respect of 
the delivery of a personal information form for 
an individual if the mutual fund, the mutual 
fund’s manager, another issuer or the 
manager of another investment fund issuer 
previously delivered to the regulator a 
predecessor personal information form for the 
individual and all of the following are satisfied: 

(a) the certificate and consent included in or 
attached to the predecessor personal 
information form was executed by the 
individual within three years preceding 
the date of filing of the preliminary 
simplified prospectus and preliminary 
fund facts document for each class or 
series of securities of the mutual fund; 

(b) the responses given by the individual to 
questions 4(B) and (C) and questions 6 
through 9 or, in the case of a TSX/TSXV 
personal information form in effect after 
September 8, 2011, questions 6 through 
10, of the individual’s predecessor 
personal information form are correct as 
at a date that is no earlier than 30 days 
before the filing of the preliminary 
simplified prospectus and preliminary 
fund facts document for each class or 
series of securities of the mutual fund. 

(2) A mutual fund must 

(a) file with a pro forma simplified prospectus 
and a pro forma fund facts document for 
each class or series of securities of the 
mutual fund 

(i) a copy of any material contract of the 
mutual fund, and a copy of any 
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amendment to a material contract of 
the mutual fund, not previously filed, 

(ii) a submission to the jurisdiction and 
appointment of an agent for service 
of process of the manager of the 
mutual fund in the form set out in 
Appendix C to National Instrument 
41-101 General Prospectus 
Requirements, if the manager of the 
mutual fund is incorporated, 
continued or organized under the 
laws of a foreign jurisdiction or 
resides outside of Canada and if that 
document has not already been filed; 

(ii.1) a copy of the following documents 
and a copy of any amendment to the 
following documents that have not 
previously been filed: 

(A) by-laws or other 
corresponding instruments 
currently in effect, 

(B) any securityholder or voting 
trust agreement that the 
mutual fund has access to 
and that can reasonably be 
regarded as material to an 
investor in securities of the 
mutual fund, and 

(iii) any other supporting documents 
required to be filed under securities 
legislation; and 

(b) at the time a pro forma simplified 
prospectus and a pro forma fund facts 
document for each class or series of 
securities of the mutual fund are filed, 
deliver or send to the securities regulatory 
authority 

(i) a copy of the pro forma simplified 
prospectus, blacklined to show 
changes and the text of deletions 
from the latest simplified prospectus 
previously filed, 

(ii) [Repealed] 

(ii.1) a copy of the pro forma fund facts 
document for each class or series of 
securities of the mutual fund, 
blacklined to show changes, 
including the text of deletions, from 
the latest fund facts document 
previously filed, 

(iii) [Repealed] 

(iv) a personal information form for all of 
the following: 

(A) each director and executive 
officer of the mutual fund; 

(B) each promoter of the mutual 
fund; 

(C) if the promoter is not an 
individual and is not the 
manager of the mutual fund, 
each director and executive 
officer of the promoter, and 

(v) any other supporting documents 
required to be delivered or sent to 
the securities regulatory authority 
under securities legislation. 

(2.0.1) Despite subparagraph 2.3(2)(b)(iv), a 
mutual fund is not required to deliver a 
personal information form for an 
individual referred to in subparagraph 
(2)(b)(iv) if the individual has submitted a 
Form 33-109F4 Registration of 
Individuals and Review of Permitted 
Individuals under National Instrument 33-
109 Registration Information. 

(2.1) Despite subparagraph (2)(b)(iv), a 
mutual fund is not required to deliver to 
the regulator a personal information form 
for an individual if the mutual fund, the 
mutual fund’s manager, another issuer or 
the manager of another investment fund 
issuer previously delivered a personal 
information form for the individual and all 
of the following are satisfied: 

(a) the certificate and consent included 
in or attached to the personal 
information form was executed by 
the individual within three years 
preceding the date of filing of the pro 
forma simplified prospectus and pro 
forma fund facts document for each 
class or series of securities of the 
mutual fund; 

(b) the responses given by the individual 
to questions 6 through 10 of the 
individual’s personal information form 
are correct as at a date that is no 
earlier than 30 days before the filing 
of the pro forma simplified 
prospectus and pro forma fund facts 
document for each class or series of 
securities of the mutual fund; 

(c) if the personal information form was 
previously delivered to the regulator 
by another issuer, the issuer delivers 
to the regulator, concurrently with the 
filing of the pro forma simplified 
prospectus, pro forma annual 
information form and pro forma fund 
facts document for each class or 
series of securities of the mutual 
fund, a copy of the previously 
delivered personal information form 
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or alternative information that is 
satisfactory to the regulator. 

(2.2) Until May 14, 2016, subparagraph 
(2)(b)(iv) does not apply to a mutual fund 
in respect of the delivery of a personal 
information form for an individual if the 
mutual fund, the mutual fund’s manager, 
another issuer or the manager of another 
investment fund issuer previously 
delivered to the regulator a predecessor 
personal information form for the 
individual and all of the following are 
satisfied: 

(a) the certificate and consent included 
in or attached to the predecessor 
personal information form was 
executed by the individual within 
three years preceding the date of 
filing of the pro forma simplified 
prospectus and pro forma fund facts 
document for each class or series of 
securities of the mutual fund; 

(b) the responses given by the individual 
to questions 4(B) and (C) and 
questions 6 through 9 or, in the case 
of a TSX/TSXV personal information 
form in effect after September 8, 
2011, questions 6 through 10, of the 
individual’s predecessor personal 
information form are correct as at a 
date that is no earlier than 30 days 
before the filing of the pro forma 
simplified prospectus and pro forma 
fund facts document for each class 
or series of securities of the mutual 
fund. 

(3) A mutual fund must 

(a) file with a simplified prospectus and a 
fund facts document for each class or 
series of securities of the mutual fund 

(i) a copy of any material contract, and 
a copy of any amendment to a 
material contract, of the mutual fund 
and not previously filed, 

(i.1) a copy of the following documents 
and a copy of any amendment to the 
following documents that have not 
previously been filed: 

(A) by-laws or other 
corresponding instruments 
currently in effect, 

(B) any securityholder or voting 
trust agreement that the 
mutual fund has access to 
and that can reasonably be 
regarded as material to an 
investor in securities of the 
mutual fund, 

(ii) for a new mutual fund, a copy of the 
audited statement of financial 
position of the mutual fund, 

(iii) a copy of the simplified prospectus 
certified in accordance with Part 5.1, 

(iv) a submission to the jurisdiction and 
appointment of an agent for service 
of process of the manager of the 
mutual fund in the form set out in 
Appendix C to National Instrument 
41-101 General Prospectus 
Requirements, if the manager of the 
mutual fund is incorporated, 
continued or organized under the 
laws of a foreign jurisdiction or 
resides outside of Canada and if that 
document has not already been filed, 

(v) any consents required by section 2.6, 

(vi) a copy of each report or valuation 
referred to in the simplified 
prospectus, for which a consent is 
required to be filed under section 2.6 
and that has not previously been 
filed, and 

(vii) any other supporting documents 
required to be filed under securities 
legislation; and 

(b) at the time a simplified prospectus is filed, 
deliver or send to the securities regulatory 
authority 

(i) a copy of the simplified prospectus, 
blacklined to show changes and the 
text of deletions from the preliminary 
or pro forma simplified prospectus, 

(ii) [Repealed] 

(ii.1) a copy of the fund facts document for 
each class or series of securities of 
the mutual fund, blacklined to show 
changes, including the text of 
deletions, from the preliminary or pro 
forma fund facts document, 

(iii) details of any changes to the 
personal information required to be 
delivered under subparagraph 
(1)(b)(ii) or (2)(b)(iv), in the form of 
the Personal Information Form and 
Authorization, since the delivery of 
that information in connection with 
the filing of the simplified prospectus 
of the mutual fund or another mutual 
fund managed by the manager, and 

(iv) any other supporting documents 
required to be delivered or sent to 
the securities regulatory authority 
under securities legislation. 
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(4) A mutual fund must 

(a) file with an amendment to a simplified 
prospectus 

(i) a copy of the amendment to the 
simplified prospectus certified in 
accordance with Part 5.1, 

(ii) any consents required by section 2.6, 

(iii) a copy of any material contract of the 
mutual fund, and a copy of any 
amendment to a material contract of 
the mutual fund, not previously filed, 

(iii.1) if the amendment relates to the 
information contained in a fund facts 
document, an amendment to the 
fund facts document, and 

(iv) any other supporting documents 
required to be filed under securities 
legislation; 

(b) at the time an amendment to a simplified 
prospectus is filed, deliver or send to the 
securities regulatory authority 

(i) if the amendment to the simplified 
prospectus is in the form of an 
amended and restated simplified 
prospectus, a copy of that document 
blacklined to show changes and the 
text of deletions from the simplified 
prospectus, 

(ii) [Repealed] 

(ii.1) if an amendment to a fund facts 
document is filed, a copy of the fund 
facts document, blacklined to show 
changes, including the text of 
deletions, from the latest fund facts 
document previously filed, 

(iii) details of any changes to the 
personal information required to be 
delivered under subparagraph 
(1)(b)(ii), (2)(b)(iv) or (3)(b)(iii), in the 
form of the Personal Information 
Form and Authorization, since the 
delivery of that information in 
connection with the filing of the 
simplified prospectus of the mutual 
fund or another mutual fund 
managed by the manager, and 

(iv) any other supporting documents 
required to be delivered or sent to 
the securities regulatory authority 
under securities legislation. 

(5) [Repealed] 

(5.1) A mutual fund must 

(a) file the following documents with an 
amendment to a fund facts document 
unless subsection (4) applies: 

(i) an amendment to the corresponding 
simplified prospectus, certified in 
accordance with Part 5.1, 

(ii) any other supporting documents 
required to be filed under securities 
legislation; and 

(b) at the time an amendment to a fund facts 
document is filed, deliver or send to the 
securities regulatory authority 

(i) details of any changes to the 
personal information required to be 
delivered under subparagraph 
(1)(b)(ii), (2)(b)(iv) or (3)(b)(iii), in the 
form of the Personal Information 
Form and Authorization, since the 
delivery of that information in 
connection with the filing of the 
simplified prospectus of the mutual 
fund or another mutual fund 
managed by the manager, 

(ii) a copy of the amended and restated 
fund facts document blacklined to 
show changes, including the text of 
deletions, from the most recently filed 
fund facts document; and 

(iii) any other supporting documents 
required to be delivered or sent to 
the securities regulatory authority 
under securities legislation. 

(6) Despite any other provision of this section, a 
mutual fund may 

(a) omit or mark to be unreadable certain 
provisions of a material contract or an 
amendment to a material contract filed 
under this section 

(i) if the manager of the mutual fund 
reasonably believes that disclosure 
of those provisions would be 
seriously prejudicial to the interests 
of the mutual fund or would violate 
confidentiality provisions, and 

(ii) if a provision is omitted or marked to 
be unreadable under subparagraph 
(i), the mutual fund must include a 
description of the type of information 
that has been omitted or marked to 
be unreadable immediately after the 
provision that is omitted or marked to 
be unreadable in the copy of the 
material contract or amendment to 
the material contract filed by the 
mutual fund; and 
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(b) delete commercial or financial information 
from the copy of an agreement of the 
mutual fund, its manager or trustee with a 
portfolio adviser or portfolio advisers of 
the mutual fund filed under this section if 
the disclosure of that information could 
reasonably be expected to 

(i) prejudice significantly the competitive 
position of a party to the agreement, 
or 

(ii) interfere significantly with 
negotiations in which parties to the 
agreement are involved. 

2.3.1 Websites 

(1) A mutual fund must post on its designated 
website a fund facts document filed under this 
Part as soon as practicable and, in any event, 
within 10 days after the date that the 
document is filed. 

(2) A fund facts document posted on the 
designated website referred to in 
subsection (1) must 

(a) be displayed in a manner that would be 
considered prominent to a reasonable 
person; and 

(b) not be attached to or bound with another 
fund facts document. 

(3) [Repealed] 

2.4 Simplified Prospectus - A simplified prospectus 
is a prospectus for the purposes of securities 
legislation. 

2.5 Lapse Date 

(1) This section does not apply in Ontario. 

(2) In this section, “lapse date” means, with 
reference to the distribution of a security that 
has been qualified under a simplified 
prospectus, the date that is 12 months after 
the date of the most recent simplified 
prospectus relating to the security. 

(3) A mutual fund must not continue the 
distribution of a security to which the 
prospectus requirement applies after the lapse 
date unless the mutual fund files a new 
simplified prospectus that complies with 
securities legislation and a receipt for that new 
simplified prospectus is issued by the 
regulator. 

(4) Despite subsection (3), a distribution may be 
continued for a further 12 months after a lapse 
date if, 

(a) the mutual fund delivers a pro forma 
simplified prospectus not less than 
30 days before the lapse date of the 
previous simplified prospectus; 

(b) the mutual fund files a new final simplified 
prospectus not later than 10 days after 
the lapse date of the previous simplified 
prospectus; and 

(c) a receipt for the new final simplified 
prospectus is issued by the regulator 
within 20 days after the lapse date of the 
previous simplified prospectus. 

(5) The continued distribution of securities after 
the lapse date does not contravene 
subsection (3) unless and until any of the 
conditions of subsection (4) are not complied 
with. 

(6) Subject to any extension granted under 
subsection (7), if a condition in subsection (4) 
is not complied with, a purchaser may cancel 
a purchase made in a distribution after the 
lapse date in reliance on subsection (4) within 
90 days after the purchaser first became 
aware of the failure to comply with the 
condition. 

(7) The regulator may, on an application of a 
mutual fund, extend, subject to such terms 
and conditions as it may impose, the times 
provided by subsection (4) where in its opinion 
it would not be prejudicial to the public interest 
to do so. 

[Note:  In Ontario, section 62 of the Securities Act 
(Ontario) imposes similar requirements regarding 
refiling of prospectuses.] 

2.6 Consents of Experts 

(1) A mutual fund must file the written consent of 

(a) any solicitor, auditor, accountant, 
engineer, or appraiser; 

(b) any notary in Québec; and 

(c) any person or company whose profession 
or business gives authority to a statement 
made by that person or company 

if that person or company is named in a 
simplified prospectus or an amendment to a 
simplified prospectus, directly or, if applicable, 
in a document incorporated by reference, 

(d) as having prepared or certified any part of 
the simplified prospectus or the 
amendment; 

(e) as having opined on financial statements 
from which selected information included 
in the simplified prospectus has been 
derived and which audit opinion is 
referred to in the simplified prospectus 
directly or in a document incorporated by 
reference; or 

(f) as having prepared or certified a report, 
valuation, statement or opinion referred to 
in the simplified prospectus or the 
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amendment, directly or in a document 
incorporated by reference. 

(2) The consent referred to in subsection (1) must 

(a) be filed no later than the time the 
simplified prospectus or the amendment 
to the simplified prospectus is filed or, for 
the purposes of future financial 
statements that have been incorporated 
by reference in a simplified prospectus, 
no later than the date that those financial 
statements are filed; 

(b) state that the person or company being 
named consents 

(i) to being named, and 

(ii) to the use of that person or 
company’s report, valuation, 
statement or opinion; 

(c) refer to the report, valuation, statement or 
opinion stating the date of the report, 
valuation, statement or opinion; and 

(d) contain a statement that the person or 
company being named 

(i) has read the simplified prospectus, 
and 

(ii) has no reason to believe that there 
are any misrepresentations in the 
information contained in it that are 

(A) derived from the report, 
valuation, statement or 
opinion, or 

(B) within the knowledge of the 
person or company as a 
result of the services 
performed by the person or 
company in connection with 
the report, financial 
statements, valuation, 
statement or opinion. 

(3) In addition to any other requirement of this 
section, the consent of an auditor or 
accountant must also state 

(a) the dates of the financial statements on 
which the report of the auditor or 
accountant is made; and 

(b) that the auditor or accountant has no 
reason to believe that there are any 
misrepresentations in the information 
contained in the simplified prospectus 
that are 

(i) derived from the financial statements 
on which the auditor or accountant 
has reported, or 

(ii) within the knowledge of the auditor or 
accountant as a result of the audit of 
the financial statements. 

(4) Subsection (1) does not apply to a designated 
rating organization or its DRO affiliate that 
issues a rating to the securities being 
distributed under the simplified prospectus. 

2.7 Language of Documents 

(1) A mutual fund must file a simplified 
prospectus and any other document required 
to be filed under this Instrument in French or 
in English. 

(2) In Québec, a simplified prospectus and any 
document required to be incorporated by 
reference into a simplified prospectus must be 
in French or in French and English. 

(3) Despite subsection (1), if a mutual fund files a 
document only in French or only in English but 
delivers to a securityholder or prospective 
securityholder a version of the document in 
the other language, the mutual fund must file 
that other version not later than when it is first 
delivered to the securityholder or prospective 
securityholder. 

2.8 Statement of Rights - Except in Ontario, a 
simplified prospectus must contain a statement of 
the rights given to a purchaser under securities 
legislation in case of a failure to deliver the 
simplified prospectus or in case of a 
misrepresentation in the simplified prospectus. 

[Note:  In Ontario, section 60 of the Securities Act 
(Ontario) imposes a similar requirement for the 
inclusion of a statement of rights in a prospectus.] 

PART 3 - DOCUMENTS INCORPORATED BY 
REFERENCE AND DELIVERY TO 
SECURITYHOLDERS 

3.1 Documents Incorporated by Reference - The 
following documents must, by means of a 
statement to that effect, be incorporated by 
reference into, and form part of, a simplified 
prospectus: 

1. [Repealed] 

1.1 The most recently filed fund facts 
document for each class or series of 
securities of the mutual fund, filed either 
concurrently with or after the date of the 
simplified prospectus. 

1.2 If the mutual fund has not yet filed 
comparative annual financial statements 
of the mutual fund, the most recently filed 
interim financial report of the mutual fund 
that were filed before or after the date of 
the simplified prospectus. 

1.3 If the mutual fund has not yet filed interim 
financial report or comparative annual 
financial statements of the mutual fund, 



National Instrument 81-101  

 

- 12 - 

the audited statement of financial position 
that was filed with the simplified 
prospectus. 

1.4 If the mutual fund has not yet filed an 
annual management report of fund 
performance of the mutual fund, the most 
recently filed interim management report 
of fund performance of the mutual fund 
that was filed before or after the date of 
the simplified prospectus. 

2. The most recently filed comparative annual 
financial statements of the mutual fund, 
together with the accompanying report of the 
auditor, filed either before or after the date of 
the simplified prospectus. 

3. The most recently filed interim financial report 
of the mutual fund that were filed before or 
after the date of the simplified prospectus and 
that pertain to a period after the period to 
which the annual financial statements then 
incorporated by reference in the simplified 
prospectus pertain. 

4. The most recently filed annual management 
report of fund performance of the mutual fund 
that was filed before or after the date of the 
simplified prospectus. 

5. The most recently filed interim management 
report of fund performance of the mutual fund 
that was filed before or after the date of the 
simplified prospectus and that pertains to a 
period after the period to which the annual 
management report of fund performance then 
incorporated by reference in the simplified 
prospectus pertains. 

3.1.1 Audit of Financial Statements - Any financial 
statements, other than interim financial reports, 
incorporated by reference in a simplified 
prospectus must meet the audit requirements in 
Part 2 of National Instrument 81-106 Investment 
Fund Continuous Disclosure. 

3.1.2 Review of Unaudited Financial 
Statements - Any unaudited financial statements 
incorporated by reference in a simplified 
prospectus at the date of filing of the simplified 
prospectus must have been reviewed in 
accordance with the relevant standards set out in 
the Handbook for a review of financial statements 
by the mutual fund’s auditor or a review of financial 
statements by a public accountant. 

3.1.3 Approval of Financial Statements and Related 
Documents - A mutual fund must not file a 
simplified prospectus unless each financial 
statement and each management report of fund 
performance incorporated by reference in the 
simplified prospectus has been approved in 
accordance with the requirements in Part 2 and 

Part 4 of National Instrument 81-106 Investment 
Fund Continuous Disclosure. 

3.2 Delivery of Preliminary Simplified Prospectus 
and Simplified Prospectus 

(1) The requirement under securities legislation to 
deliver or send a preliminary prospectus of a 
mutual fund to a person or company is 
satisfied by delivering or sending a preliminary 
simplified prospectus for the mutual fund filed 
under this Instrument, prepared in accordance 
with Form 81-101F1, either with or without the 
documents incorporated by reference. 

(2) [Repealed] 

(2.1) [Repealed] 

(2.2) [Repealed] 

(2.3) [Repealed] 

(3) Except in Ontario, any dealer distributing a 
security during the waiting period must 

(a) send a copy of the preliminary simplified 
prospectus to each prospective purchaser 
who indicates an interest in purchasing 
the security and requests a copy of such 
preliminary simplified prospectus; and 

(b) maintain a record of the names and 
addresses of all persons and companies 
to whom the preliminary simplified 
prospectus has been forwarded. 

[Note:  In Ontario, sections 66 and 67 of the 
Securities Act (Ontario) impose similar 
requirements regarding the distribution of a 
preliminary prospectus and maintaining a 
distribution list.] 

3.2.01 Pre-Sale Delivery of Fund Facts Document 

(1) If securities legislation requires a dealer to 
deliver or send a prospectus in connection 
with a purchase of a security of a mutual fund, 
the dealer must, unless the dealer has 
previously done so, deliver to the purchaser 
the fund facts document most recently filed 
under this Instrument for the applicable class 
or series of securities of the mutual fund 
before the dealer accepts an instruction from 
the purchaser for the purchase of the security. 

(2) In Nova Scotia, a fund facts document is a 
disclosure document prescribed under 
subsection 76(1A) of the Securities Act (Nova 
Scotia). 

(3) In Ontario, a fund facts document is a 
disclosure document prescribed under 
subsection 71(1.1) of the Securities Act 
(Ontario). 

(4) The requirement under securities legislation to 
deliver or send a prospectus in connection 
with a purchase of a security of a mutual fund 
does not apply if 
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(a) a fund facts document for the applicable 
class or series of securities of the mutual 
fund is 

(i) delivered to the purchaser before 
the dealer accepts an instruction 
from the purchaser for the purchase 
of the security, or 

(ii) delivered or sent to the purchaser in 
accordance with section 3.2.02 and 
the conditions set out in that section 
are satisfied, 

(b) section 3.2.03 or 3.2.05 applies and the 
conditions set out in the applicable 
section are satisfied, or 

c) section 3.2.04 or 3.2.04.1 applies. 

3.2.02 Exception to Pre-Sale Delivery of Fund Facts 
Document 

(1)  Despite subsection 3.2.01(1), a dealer may 
deliver or send to the purchaser the most 
recently filed fund facts document for the 
applicable class or series of securities of the 
mutual fund not later than midnight on the 
second business day after entering into the 
purchase of a security of the mutual fund, if all 
of the following apply: 

(a) the purchaser instructs the dealer that 
the purchase must be completed 
immediately or by a specified time; 

(b) it is not reasonably practicable for the 
dealer to deliver the fund facts document 
before the time specified by the 
purchaser under paragraph (a); 

(c) before the instruction from the purchaser 
for the purchase of a security of the 
mutual fund is accepted, 

(i) the dealer informs the purchaser of 
the existence and purpose of the 
fund facts document and explains 
the dealer’s obligation to deliver the 
fund facts document, 

(ii) the purchaser consents to the 
dealer delivering or sending the fund 
facts document after entering into 
the purchase, and 

(iii) the dealer verbally discloses to the 
purchaser a summary of all of the 
following: 

(A) the fundamental features of the 
mutual fund, and what it 
primarily invests in, as set out 
under the heading “What does 
the fund invest in?” in Item 3 of 
Part I of the fund facts 
document; 

(B) the investment risk level of the 
mutual fund as set out under 
the heading “How risky is it?” in 
Item 4 of Part I of the fund facts 
document; 

(C) the suitability of the mutual 
fund for particular investors as 
set out under the heading 
“Who is this fund for?” in Item 7 
of Part I of the fund facts 
document; 

(D) any costs associated with 
buying, owning and selling a 
security of the mutual fund as 
set out under the heading “How 
much does it cost?” in Item I of 
Part II of the fund facts 
document; 

(E) any applicable withdrawal 
rights or rescission rights that 
the purchaser is entitled to 
under securities legislation, as 
set out under the heading 
“What if I change my mind?” in 
Item 2 of Part II of the fund 
facts document. 

(2) For the purposes of subparagraph (1)(c)(ii), 
the consent must be given in respect of a 
specific instruction to purchase a security of a 
mutual fund and, for greater certainty, cannot 
be in the form of blanket consent from the 
purchaser. 

3.2.03 Delivery of Fund Facts Document for 
Subsequent Purchases Under a Pre-authorized 
Purchase Plan or a Portfolio Rebalancing Plan 
- Despite subsection 3.2.01(1), a dealer is not 
required to deliver or send to the purchaser the 
most recently filed fund facts document for the 
applicable class or series of securities of the 
mutual fund in connection with a purchase of a 
security of the mutual fund made pursuant to a 
pre-authorized purchase plan or a portfolio 
rebalancing plan if all of the following apply: 

(a) the purchase is not the first purchase 
under the plan; 

(b) the dealer has provided a notice to the 
purchaser that states, 

(i)  that the purchaser will not receive a 
fund facts document after the date 
of the notice unless the purchaser 
specifically requests the document, 

(ii) that the purchaser is entitled to 
receive upon request, at no cost to 
the purchaser, the most recently 
filed fund facts document by calling 
a specified toll-free number, or by 
sending a request by mail or e-mail 
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to a specified address or e-mail 
address, 

(iii) how to access the fund facts 
document electronically, 

(iv) that the purchaser will not have a 
right of withdrawal under securities 
legislation for subsequent 
purchases of a security of a mutual 
fund under the plan, but will 
continue to have a right of action if 
there is a misrepresentation in the 
prospectus or any document 
incorporated by reference into the 
prospectus, and 

(v) that the purchaser may terminate 
the plan at any time; 

 (c) at least annually during the term of the 
plan, the dealer notifies the purchaser in 
writing of how the purchaser can request 
the most recently filed fund facts 
document; 

(d) the dealer delivers or sends the most 
recently filed fund facts document to the 
purchaser if the purchaser requests the 
document. 

3.2.04 Delivery of Fund Facts Document for Managed 
Accounts and Permitted Clients - Despite 
subsection 3.2.01(1), a dealer is not required to 
deliver or send to the purchaser the most recently 
filed fund facts document for the applicable class 
or series of securities of the mutual fund in 
connection with the purchase of a security of the 
mutual fund if either of the following apply: 

(a) the purchase is made in a managed 
account; 

(b) the purchaser is a permitted client that is 
not an individual. 

3.2.04.1 Delivery of Fund Facts Document for 
Managed Accounts and Permitted Clients 

(1) In this section, 

“no-trailing-commission switch” means, in 
respect of a client of a participating dealer, a 
purchase of securities of a class or series of a 
mutual fund in respect of which an investment 
fund manager does not pay the participating 
dealer a trailing commission immediately 
following a redemption of securities of another 
class or series of the mutual fund in respect of 
which the investment fund manager pays the 
participating dealer a trailing commission, if all of 
the following apply: 

(a)  the aggregate value of the securities 
purchased is the same as the aggregate 
value of the securities redeemed; 

(b)  there are no material differences between 
the class or series of securities purchased 

and the class or series of securities 
redeemed other than the rate of 
management fees charged in respect of the 
two classes or series; 

(c) the participating dealer, who executed 
the purchase and redemption of the 
securities, was not required by 
securities legislation or the rules of an 
SRO applicable to the dealer to make 
a suitability determination in respect 
of the client in connection with those 
securities; 

“suitability determination” has the same 
meaning as in section 1.1 of National 
Instrument 81-105 Mutual Fund Sales 
Practices. 

(2) Despite subsection 3.2.01(1), a dealer is 
not required to deliver to the purchaser of a 
security of a mutual fund the most recently 
filed fund facts document for the applicable 
class or series of securities of the mutual 
fund in connection with a no-trailing-
commission switch. 

3.2.05 Delivery of Fund Facts Document for 
Automatic Switch Programs - Despite 
subsection 3.2.01(1), a dealer is not required to 
deliver or send to the purchaser the most recently 
filed fund facts document for the applicable class 
or series of securities of the mutual fund in 
connection with the purchase of a security of the 
mutual fund made as an automatic switch 
pursuant to an automatic switch program if all of 
the following apply: 

(a) the purchase is not the first purchase under 
the automatic switch program; 

(b) the dealer has provided a notice to the 
purchaser that states 

(i) that the purchaser will not receive a fund 
facts document after the date of the 
notice unless the purchaser specifically 
requests the document,  

(ii) that the purchaser is entitled to receive 
upon request, at no cost to the 
purchaser, the most recently filed fund 
facts document by calling a specified toll-
free number, or by sending a request by 
mail or e-mail to a specified address or e-
mail address, 

(iii) how to access the fund facts document 
electronically, and 

(iv) that the purchaser will not have a right of 
withdrawal under securities legislation for 
subsequent purchases of a security of a 
mutual fund under the automatic 
purchase program, but will continue to 
have a right of action if there is a 
misrepresentation in the prospectus or 
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any document incorporated by reference 
into the prospectus; 

(c) at least annually, the dealer notifies the 
purchaser in writing of how the purchaser can 
request the most recently filed fund facts 
document; 

(d) the dealer delivers or sends the most recently 
filed fund facts document to the purchaser if 
the purchaser requests the document; 

(e) with respect to the first purchase under the 
automatic switch program, the fund facts 
document delivered or sent to the purchaser 
included the fund facts automatic switch 
program information as defined in Appendix A. 

3.2.06 Electronic Delivery of the Fund Facts 
Document  

 (1) If the purchaser of a security of a mutual fund 
consents, a fund facts document that may be 
or is required to be delivered or sent under this 
Part may be delivered or sent electronically. 

(2) For the purposes of subsection (1), a fund 
facts document may be delivered or sent to the 
purchaser by means of an e-mail that contains 
either of the following: 

(a)  the fund facts document as an 
attachment; 

(b)  a hyperlink that leads directly to the fund 
facts document. 

3.2.1 Fund Facts Document - Purchaser’s Right of 
Withdrawal 

(1) A purchaser has a right of withdrawal in 
respect of a fund facts document that was 
delivered or sent under sections 3.2.01, 3.2.02 
or 3.2.04, as the purchaser would otherwise 
have when a prospectus is required to be 
delivered or sent under securities legislation 
and, for that purpose, a fund facts document 
is a prescribed document under the statutory 
right of withdrawal. 

(2) In Nova Scotia, instead of subsection (1), 
subsection 76(2) of the Securities Act (Nova 
Scotia) applies. 

(3) In Ontario, instead of subsection (1), 
subsection 71(2) of the Securities Act 
(Ontario) applies. 

(4) In Québec, instead of subsection (1), section 
30 of the Securities Act (Québec) applies. 

3.2.2 Fund Facts Document - Purchaser’s Right of 
Action for Failure to Deliver or Send 

(1) A purchaser has a right of action if a fund 
facts document is not delivered or sent as 
required by sections 3.2.01, 3.2.02 or 3.2.04, 
as the purchaser would otherwise have when 
a prospectus is not delivered or sent as 
required under securities legislation and, for 

that purpose, a fund facts document is a 
prescribed document under the statutory right 
of action. 

(2) In Nova Scotia, instead of subsection (1), 
subsection 141(1) of the Securities Act (Nova 
Scotia) applies. 

(3) In Ontario, instead of subsection (1), 
section 133 of the Securities Act (Ontario) 
applies. 

(4) In Québec, instead of subsection (1), 
section 214 of the Securities Act (Québec) 
applies. 

3.3 Documents to be Delivered or Sent upon 
Request 

(1) A mutual fund must deliver or send to any 
person or company that requests the 
simplified prospectus of the mutual fund or 
any of the documents incorporated by 
reference into the simplified prospectus, a 
copy of the simplified prospectus or requested 
document. 

(2) [Repealed] 

(3) A mutual fund must deliver or send all 
documents requested under this section within 
three business days of receipt of the request 
and free of charge. 

3.4 Toll-Free Telephone Number or Collect 
Telephone Calls - A mutual fund must have a 
toll-free telephone number for, or accept collect 
telephone calls from, persons or companies that 
want to receive a copy of the simplified prospectus 
of the mutual fund and any or all documents 
incorporated by reference into the simplified 
prospectus. 

3.5 Soliciting Expressions of Interest - A multiple 
SP that includes a pro forma simplified prospectus 
and a preliminary simplified prospectus must not 
be used to solicit expressions of interest. 

PART 4 - PLAIN LANGUAGE AND PRESENTATION 

4.1 Plain Language and Presentation 

(1) A simplified prospectus and fund facts 
document must be prepared using plain 
language and be in a format that assists in 
readability and comprehension. 

(2) A simplified prospectus 

(a) must present all information briefly and 
concisely; 

(b) must present the items listed in the Part A 
section of Form 81-101F1 and the items 
listed in the Part B section of 
Form 81-101F1 in the order stipulated in 
those parts; 

(c) [Repealed] 
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(d) must use the headings and sub-headings 
stipulated in Form 81-101F1, and may 
use sub-headings in items for which no 
sub-headings are stipulated; 

(e) must contain only educational material or 
the information that is specifically 
mandated or permitted by 
Form 81-101F1; and 

(f) must not incorporate by reference into the 
simplified prospectus, from any other 
document, information that is required to 
be included in a simplified prospectus. 

(3) A fund facts document must 

(a) be prepared for each class and each 
series of securities of a mutual fund in 
accordance with Form 81-101F3; 

(b) present the items listed in the Part I 
section of Form 81-101F3 and the items 
listed in the Part II section of 
Form 81-101F3 in the order stipulated in 
those parts; 

(c) use the headings and sub-headings 
stipulated in Form 81-101F3; 

(d) contain only the information that is 
specifically required or permitted to be in 
Form 81-101F3; 

(e) not incorporate any information by 
reference; and 

(f) not exceed four pages in length. 

4.2 Preparation in the Required Form - Despite 
provisions in securities legislation relating to the 
presentation of the content of a prospectus, a 
simplified prospectus and a fund facts document 
must be prepared in accordance with this 
Instrument. 

PART 5 - PACKAGING 

5.1 Combinations of Documents 

(1) A simplified prospectus must not be 
consolidated with one or more other simplified 
prospectuses to form a multiple SP unless the 
Part A sections of each simplified prospectus 
are substantially similar. 

(2) A multiple SP must be prepared in 
accordance with the applicable requirements 
of Form 81-101F1. 

(3) [Repealed] 

(4) Despite subsection (1), a simplified 
prospectus for an alternative mutual fund must 
not be consolidated with a simplified 
prospectus of another mutual fund if the other 
mutual fund is not an alternative mutual fund.  

5.2 Combinations of Fund Facts Documents for 
Delivery Purposes 

(1) If a fund facts document for a particular class 
or series of securities of a mutual fund is 
delivered under subsection 3.2.01(1), the fund 
facts document must not be combined with 
any other materials or documents. 

(2) Despite subsection (1), a fund facts document 
may be combined with one or more other fund 
facts documents if the combination of 
documents is not so extensive as to cause a 
reasonable person to conclude that the 
combination of documents prevents the 
information from being presented in a simple, 
accessible and comparable format. 

(3) Despite subsection (2), if multiple fund facts 
documents are being delivered electronically 
at the same time, those fund facts documents 
cannot be combined into a single e-mail 
attachment or a single document accessible 
through a hyperlink. 

(4) A fund facts document delivered or sent under 
section 3.2.02, 3.2.03, or 3.2.05 must not be 
combined with any other materials or 
documents including, for greater certainty, 
another fund facts document, except one or 
more of the following: 

(a) a general front cover pertaining to the 
package of attached or bound materials 
and documents; 

(b) a trade confirmation which discloses the 
purchase of securities of the mutual fund; 

(c) a fund facts document of another mutual 
fund if that fund facts document is also 
being delivered or sent under section 
3.2.02, 3.2.03, or 3.2.05; 

(d) the simplified prospectus or the multiple 
SP of the mutual fund; 

(e) any material or document incorporated by 
reference into the simplified prospectus or 
the multiple SP of the mutual fund; 

(f) an account application document; 

(g) a registered tax plan application or 
related document. 

(5) If a trade confirmation referred to in paragraph 
(4)(b) is combined with a fund facts document, 
any other disclosure documents required to be 
delivered or sent to satisfy a regulatory 
requirement for purchases listed in the trade 
confirmation may be combined with the fund 
facts document. 

(6) If a fund facts document is combined with any 
of the materials or documents referred to in 
subsection (4), a table of contents specifying 
all documents must be combined with the fund 
facts document, unless the only other 
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documents combined with the fund facts 
document are the general front cover 
permitted under paragraph (4)(a) or the trade 
confirmation permitted under paragraph (4)(b). 

(7) If one or more fund facts documents are 
combined with any of the materials or 
documents referred to in subsection (4), only 
the general front cover permitted under 
paragraph (4)(a), the table of contents 
required under subsection (6) and the trade 
confirmation permitted under paragraph (4)(b) 
may be placed in front of the fund facts 
documents. 

5.3 Separate Binding of Part B Sections of a 
Multiple SP 

(1) The Part B sections of a multiple SP may be 
bound separately from the Part A section of 
that document. 

(2) If a Part B section of a multiple SP is bound 
separately from the Part A section of the 
multiple SP 

(a) all of the Part B sections of the multiple 
SP must be bound separately from the 
Part A section; and 

(b) all or some of the Part B sections may be 
bound together with each other or 
separately. 

5.4 [Repealed] 

5.5 Combinations of Fund Facts Documents for 
Filing Purposes  

For the purposes of section 2.1, a fund facts 
document may be combined with another fund 
facts document of a mutual fund in a simplified 
prospectus or, if a multiple SP, another fund 
facts document of a mutual fund combined in 
the multiple SP. 

PART 5.1 - CERTIFICATES 

5.1.1 Interpretation - For the purposes of this Part, 

“manager certificate form” means a certificate in 
the form set out in Item 16 of Part A of Form 81-
101F1 and attached to the simplified prospectus, 

“mutual fund certificate form” means a certificate in 
the form set out in Item 15 of Part A of Form 81-
101F1 and attached to the simplified prospectus, 

“principal distributor certificate form” means a 
certificate in the form set out in Item 18 of Part A of 
Form 81-101F1 and attached to the simplified 
prospectus, and 

“promoter certificate form” means a certificate in 
the form set out in Item 17 of Part A of Form 81-
101F1 and attached to the simplified prospectus. 

5.1.2 Date of Certificates - The date of the certificates 
required by this Instrument must be within 3 
business days before the filing of the preliminary 

simplified prospectus, the simplified prospectus, 
the amendment to the simplified prospectus or the 
amendment to the fund facts document, as 
applicable. 

5.1.3 Certificate of the Mutual Fund 

(1) Except in Ontario, a simplified prospectus of a 
mutual fund must be certified by the mutual 
fund. 

[Note:  In Ontario, section 58 of the Securities Act 
(Ontario) imposes a similar requirement that a 
prospectus contain a certificate of the issuer.] 

(2) A mutual fund must certify its simplified 
prospectus in the form of the mutual fund 
certificate form. 

5.1.4 Certificate of Principal Distributor - A simplified 
prospectus of a mutual fund must be certified by 
each principal distributor in the form of the 
principal distributor certificate form. 

5.1.5 Certificate of the Manager - A simplified 
prospectus of a mutual fund must be certified by 
the manager of the mutual fund in the form of the 
manager certificate form. 

5.1.6 Certificate of Promoter 

(1) Except in Ontario, a simplified prospectus of a 
mutual fund must be certified by each 
promoter of the mutual fund. 

[Note:  In Ontario, subsection 58(1) of the 
Securities Act (Ontario) imposes a similar 
requirement that a prospectus contain a certificate 
signed by each promoter of the issuer.] 

(2) A prospectus certificate required under this 
Instrument or other securities legislation to be 
signed by a promoter must be in the form of 
the promoter certificate form. 

(3) Except in Ontario, the regulator may require 
any person or company who was a promoter 
of the mutual fund within the two preceding 
years to sign a certificate in the promoter 
certificate form. 

[Note:  In Ontario, subsection 58(6) of the 
Securities Act (Ontario) provides the Director with 
similar discretion to require a person or company 
who was a promoter of the issuer within the two 
preceding years to sign a prospectus certificate, 
subject to such conditions as the Director considers 
proper.] 

(4) Despite subsection (3), in British Columbia, 
the powers of the regulator with respect to the 
matters described in subsection (3) are set out 
in the Securities Act (British Columbia). 

(5) Except in Ontario, with the consent of the 
regulator, a certificate of a promoter for a 
simplified prospectus may be signed by an 
agent duly authorized in writing by the person 
or company required to sign the certificate. 
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[Note:  In Ontario, subsection 58(7) of the 
Securities Act (Ontario) provides the Director with 
similar discretion to permit the certificate to be 
signed by an agent of a promoter.] 

5.1.7 Certificates of Corporate Mutual Funds 

(1) Except in Ontario, if the mutual fund is a 
company, the certificate of the mutual fund 
required under section 5.1.3 must be signed 

(a) by the chief executive officer and the 
chief financial officer of the mutual fund; 
and 

(b) on behalf of the board of directors of the 
mutual fund, by 

(i) any two directors of the mutual fund, 
other than the persons referred to in 
paragraph (a) above, or 

(ii) if the mutual fund has only three 
directors, two of whom are the 
persons referred to in paragraph (a) 
above, all the directors of the mutual 
fund. 

(2) Except in Ontario, if the regulator is satisfied 
that either or both of the chief executive officer 
or chief financial officer cannot sign a 
certificate in a simplified prospectus, the 
regulator may accept a certificate signed by 
another officer. 

[Note:  In Ontario, section 58 of the Securities Act 
(Ontario) imposes similar requirements regarding 
who must sign the issuer certificate.] 

PART 6 - EXEMPTIONS 

6.1 Grant of Exemption 

(1) The regulator or the securities regulatory 
authority may grant an exemption from the 
provisions of 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 
regulator may grant such an exemption. 

(3) Except in Alberta and Ontario, an exemption 
referred to in subsection (1) is granted under 
the statute referred to in Appendix B of 
National Instrument 14-101 Definitions 
opposite the name of the local jurisdiction. 

6.2 Evidence of exemption 

(1) Subject to subsection (2) and without limiting 
the manner in which an exemption may be 
evidenced, the granting under this Part of an 
exemption from any form or content 
requirements relating to a simplified 
prospectus or fund facts document may be 
evidenced by the issuance of a receipt for a 
simplified prospectus or an amendment to a 
simplified prospectus. 

(2) The issuance of a receipt for a simplified 
prospectus or an amendment to a simplified 
prospectus is not evidence that the exemption 
has been granted unless 

(a) the person or company that sought the 
exemption sent to the regulator or 
securities regulatory authority a letter or 
memorandum describing the matters 
relating to the exemption and indicating 
why consideration should be given to the 
granting of the exemption: 

(i) on or before the date of the filing of 
the preliminary or pro forma 
simplified prospectus; 

(ii) at least 10 days before the issuance 
of the receipt in the case of an 
amendment to a simplified 
prospectus; or 

(iii) after the date of the filing of the 
preliminary or pro forma simplified 
prospectus and received a written 
acknowledgement from the regulator 
or securities regulatory authority that 
the exemption may be evidenced in 
the manner set out in subsection (1); 
and 

(b) the regulator or securities regulatory 
authority has not before, or concurrently 
with, the issuance of the receipt sent 
notice to the person or company that 
sought the exemption, that the exemption 
sought may not be evidenced in the 
manner set out in subsection (1). 

PART 7 - EFFECTIVE DATE 

7.1 Effective Date - This Instrument comes into force 
on February 1, 2000. 

7.2 [Repealed] 

7.3 [Repealed] 

7.4 Introduction of Management Reports of Fund 
Performance  - Items 8, 11 and 13.1 of Part B of 
Form 81-101F1 do not apply to a mutual fund that 
has filed an annual management report of fund 
performance as required by National Instrument 
81- 106 Investment Fund Continuous Disclosure. 
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APPENDIX A - FUND FACTS AUTOMATIC SWITCH 
PROGRAM INFORMATION FOR SECTION 3.2.05  

For the purposes of paragraph 3.2.05(e), “fund facts 
automatic switch program information” means a 
completed Form 81-101F3 Contents of Fund Facts 
Document modified as follows: 

(a)  the heading under item 1(c.1) of Part I includes the 
name of each class or series of securities of the 
mutual fund in the automatic switch program; 

(b)  the brief introduction to the fund facts document 
under item 1(e) of Part I includes the name of each 
class or series of securities of the mutual fund in the 
automatic switch program; 

(c) item 2 of Part I includes the fund codes of each of 
the classes or series of securities of the mutual fund 
in the automatic switch program; 

(d) item 2 of Part I includes, for each class or series of 
securities of the mutual fund in the automatic switch 
program, the date the securities of the class or 
series first became available to the public;  

(e)  item 2 of Part I includes the management expense 
ratio of only the class or series of securities of the 
mutual fund in the automatic switch program with 
the highest management fee;  

(f)  item 2 of Part I includes the minimum investment 
amount and each additional investment amount of 
only the class or series of securities of the mutual 
fund in the automatic switch program with the 
highest management fee;  

(g)  the “Quick Facts” table referred to in item 2 of Part I 
includes a footnote that states all of the following: 

(i)  that the fund facts document pertains to all of 
the classes or series of securities of the mutual 
fund in the automatic switch program;  

(ii)  that further details about the automatic switch 
program are disclosed in the “How much does 
it cost?” section of the fund facts document;  

(iii)  that further details about the minimum 
investment amount applicable to each of the 
classes or series of securities of the mutual 
fund in the automatic switch program are 
disclosed in the fee decrease table under the 
sub-heading “Fund expenses” of the fund facts 
document;  

(iv)  that the management expense ratio of each of 
the classes or series of securities of the mutual 
fund in the automatic switch program is 
disclosed in the “Fund expenses” section of 
the fund facts document; 

(h)  item 5(1) of Part I includes all of the following as 
part of the introduction:  

(i)  under the heading “How has the fund 
performed?”, the name of only the class or 
series of securities of the mutual fund with the 
highest management fees;  

(ii)  a statement explaining that the performance 
for each of the classes or series of securities of 
the mutual fund in the automatic switch 
program will be similar to the performance of 
the class or series of securities of the mutual 
fund with the highest management fee, but will 
vary as a result of the difference in fees, as set 
out in the fee decrease table under the sub-
heading “Fund expenses”; 

(i)  item 5(2), (3) and (4) of Part I, under the sub-
headings “Year-by-year returns,” “Best and worst 3-
month returns,” and “Average return”, includes the 
required performance data relating only to the class 
or series of securities of the mutual fund with the 
highest management fee;  

(j)  item 1(1.1) of Part II includes all of the following:  

(i)  under the heading “How much does it cost?”, 
in the introductory statement, the name of 
each class or series of securities of the mutual 
fund in the automatic switch program;  

(ii)  as a part of the introductory statement, a 
summary of the automatic switch program that 
includes all of the following:  

(A)  an explanation that the automatic switch 
program offers separate classes or series 
of securities of the mutual fund that 
charge progressively lower management 
fees;  

(B)  an explanation of the scenarios in which 
the automatic switches will be made, 
including, for greater certainty, the 
scenario in which automatic switches will 
be made due to the purchaser no longer 
meeting the minimum investment amount 
for a particular class or series of 
securities of the mutual fund; 

(C)  a statement that a purchaser will not pay 
higher management fees as a result of 
the automatic switches than those 
charged to the class or series of 
securities of the mutual fund with the 
highest management fee;  

(D)  a statement that information about the 
progressively lower management fees for 
the classes or series of securities of the 
mutual fund in the automatic switch 
program is available in the fee decrease 
table under the sub-heading “Fund 
expenses” of the fund facts document;  

(E)  a statement that further details about the 
automatic switch program are disclosed 
in specific sections of the simplified 
prospectus of the mutual fund;  

(F)  a statement that purchasers should 
speak to their representative for more 
information about the automatic switch 
program; 
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(k)  item 1(1.2) of Part II, under the sub-heading “Sales 
charges”, includes the names of each class or 
series of securities of the mutual fund in the 
automatic switch program in the introduction, if 
applicable;  

(l)  if the mutual fund is not newly established, item 
1(1.3)(2) of Part II includes all of the following:  

(i)  the management expense ratio and fund 
expenses of each of the classes or series of 
securities of the mutual fund in the automatic 
switch program or, if certain expense 
information is not available for a particular 
class or series of securities, the words “not 
available” in the corresponding part of the 
table;  

(ii)  a row in the “Annual rate” table  

(A)  in which the first column states “For every 
$1,000 invested, this equals:”, and  

(B)  that discloses the respective equivalent 
dollar amounts of the fund expenses of 
each class or series of securities of the 
mutual fund in the automatic switch 
program included in the table for every 
$1,000 invested; 

(m) item 1(1.3)(2) of Part II includes, at the end of the 
disclosure under the sub-heading “Fund expenses”, 
all of the following:  

(i)  a table that includes  

(A)  the name of, and minimum investment 
amounts associated with, each class or 
series of securities of the mutual fund in 
the automatic switch program, and  

(B)  the combined management and 
administration fee decrease of each class 
or series of securities of the mutual fund 
in the automatic switch program from the 
management fee of the class or series of 
securities of the mutual fund with the 
highest management fee, disclosed as a 
percentage;  

(ii)  an introduction to the table referred to in 
subparagraph (i) stating that the table sets out 
the combined management and administration 
fee decrease of each class or series of 
securities of the mutual fund in the automatic 
switch program from the management fee of 
the class or series of securities of the mutual 
fund with the highest management fee; 

(n)  if all the classes or series of securities of the mutual 
fund in the automatic switch program are not newly 
established, item 1(1.3)(3) of Part II includes all of 
the following:  

(i)  a statement that the class or series of 
securities of the mutual fund with the highest 
management fee has the highest 
management fee among all of the classes or 

series of securities of the mutual fund in the 
automatic switch program;  

(ii)  a statement above the “Annual rate” table 
required under item 1(1.3)(2) of Part II stating 
“As of [the date of the most recently-filed 
management report of fund performance], the 
fund expenses were as follows:”;  

(o)  if some of the classes or series of securities of the 
mutual fund in the automatic switch program are 
newly established, item 1(1.3)(3) of Part II includes 
all of the following: 

(i)  a statement that the class or series of 
securities of the mutual fund with the highest 
management fee has the highest management 
fee among all of the classes or series of 
securities of the mutual fund in the automatic 
switch program;  

(ii)  a statement disclosing that the fund expenses 
information is not available for certain classes 
or series of securities of the mutual fund in the 
automatic switch program because they are 
new; 

(iii) a statement above the “Annual rate” table 
required under item 1(1.3)(2) of Part II stating 
“As of [the date of the most recently-filed 
management report of fund performance], the 
fund expenses were as follows:”;  

(p)  if the mutual fund is newly established, item 
1(1.3)(4) of Part II includes all of the following:  

(i)  a statement that the class or series of 
securities of the mutual fund with the highest 
management fee has the highest management 
fee among all of the classes or series of 
securities of the mutual fund in the automatic 
switch program;  

(ii) the rate of the management fee of only the 
class or series of securities of the mutual fund 
with the highest management fee;  

(iii)  a statement that the operating expenses and 
trading costs are not yet available because the 
mutual fund is new.
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NATIONAL INSTRUMENT 81-101 
MUTUAL FUND PROSPECTUS DISCLOSURE 

FORM 81-101F1 
CONTENTS OF SIMPLIFIED PROSPECTUS 

GENERAL INSTRUCTIONS 

General 

(1) This Form describes the disclosure 
required in a simplified prospectus of a 
mutual fund. Each Item of this Form 
outlines disclosure requirements. 
Instructions as to how you are to provide 
this disclosure are printed in italic type. 

(2) Terms defined in National Instrument 81-
101 Mutual Fund Prospectus Disclosure, 
National Instrument 81-102 Investment 
Funds or National Instrument 81-105 
Mutual Fund Sales Practices and used in 
this Form have the meanings that they 
have in those national instruments.   

(3) A simplified prospectus must state the 
required information concisely and in plain 
language. 

(4) Respond as simply and directly as is 
reasonably possible. Include only as much 
information as is necessary for an 
understanding of the fundamental and 
particular characteristics of the mutual 
fund. Brevity is especially important in 
describing practices or aspects of a mutual 
fund’s operations that are materially the 
same as those of other mutual funds. 

(5) National Instrument 81-101 Mutual Fund 
Prospectus Disclosure requires the 
simplified prospectus to be presented in a 
format that assists in readability and 
comprehension. This Form does not 
mandate the use of a specific format to 
achieve these goals. However, mutual 
funds are encouraged to use, as 
appropriate, tables, captions, bullet points 
or other organizational techniques that 
assist in presenting the required disclosure 
clearly and concisely. 

(6) Each Item must be presented under the 
heading or sub-heading stipulated in this 
Form; references to the relevant Item 
number are optional. If no sub-heading for 
an Item is stipulated in this Form, a mutual 
fund may include sub-headings, under the 
required headings, at its option. 

(7) A simplified prospectus may contain 
photographs and artwork only if they are 
relevant to the business of the mutual 
fund, mutual fund family or members of the 
organization of the mutual fund and are not 
misleading. 

(8) Any footnotes to tables provided for under 
any Item in this Form may be deleted if the 
substance of the footnotes is otherwise 
provided. 

Contents of a Simplified Prospectus 

(9) A simplified prospectus consists of two 
sections, a Part A section and a Part B 
section. 

(10) The Part A section of a simplified 
prospectus contains the response to the 
Items in Part A of this Form and contains 
introductory information about the mutual 
fund, general information about mutual 
funds and information applicable to the 
mutual funds managed by the mutual fund 
organization. 

(11) The Part B section of a simplified 
prospectus contains the response to the 
Items in Part B of this Form and contains 
specific information about the mutual fund 
to which the simplified prospectus pertains. 

(12) Despite securities legislation, a simplified 
prospectus must present each Item in the 
Part A section and each Item in the Part B 
section in the respective order provided for 
in this Form. 

Consolidation of Simplified Prospectuses into a 
Multiple SP 

(13) Subsection 5.1(1) of National Instrument 
81-101 Mutual Fund Prospectus 
Disclosure states that simplified 
prospectuses must not be consolidated to 
form a multiple SP unless the Part A 
sections of each simplified prospectus are 
substantially similar. The Part A sections in 
a consolidated document need not be 
repeated. These provisions permit a 
mutual fund organization to create a 
document that contains the disclosure for a 
number of mutual funds in the same 
family. 

(14) Subsection 5.1(4) of National Instrument 
81-101 Mutual Fund Prospectus 
Disclosure states that a simplified 
prospectus of an alternative mutual fund 
must not be consolidated with a simplified 
prospectus of another mutual fund that is 
not an alternative mutual fund. 

(15) As with a single SP, a multiple SP consists 
of two Parts: 

1. A Part A section that contains general 
information about the mutual funds, or 
the mutual fund family, described in the 
document. 

2. A number of Part B sections, each of 
which provide specific information 
about one mutual fund. The Part B 
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sections must not be consolidated with 
each other so that, in a multiple SP, 
information about each mutual fund 
described in the document must be 
provided on a fund-by-fund or 
catalogue basis and set out for each 
mutual fund separately the information 
required under Part B of this Form. 
Each Part B section must start on a 
new page. 

(16) Section 5.3 of National Instrument 81-101 
Mutual Fund Prospectus Disclosure 
permits the Part B sections of a multiple 
SP to be bound separately from the Part A 
section of the document. If one Part B 
section is bound separately from the Part 
A section of the document, all Part B 
sections must be separate from the Part A 
section of the document. 

(17) Subsection 5.3(2) of National Instrument 
81-101 Mutual Fund Prospectus 
Disclosure permits Part B sections that 
have been bound separately from the 
related Part A section to be bound either 
individually or together, at the option of the 
mutual fund organization. There is no 
prohibition against the same Part B section 
of a multiple SP being bound by itself for 
distribution to some investors, and also 
being bound with the Part B section of 
other mutual funds for distribution to other 
investors. 

(18) Section 3.2 of National Instrument 81-101 
Mutual Fund Prospectus Disclosure 
provides that the requirement under 
securities legislation to deliver a 
preliminary prospectus for a mutual fund 
will be satisfied by the delivery of a 
preliminary simplified prospectus, either 
with or without the documents incorporated 
by reference. Mutual fund organizations 
that bind separately the Part B sections of 
a multiple SP from the Part A section are 
reminded that, since a simplified 
prospectus consists of a Part A section 
and a Part B section, delivery of both 
sections is necessary in order to satisfy the 
delivery obligations in connection with the 
sale of securities of a particular mutual 
fund. 

(19) Part A of this Form generally refers to 
disclosure required for “a mutual fund” in a 
“simplified prospectus”. Modify the 
disclosure as appropriate to reflect multiple 
mutual funds covered by a multiple SP. 

(20) A mutual fund that has more than one 
class or series of securities that are 
referable to the same portfolio may treat 
each class or series as a separate mutual 
fund for the purposes of this Form, or may 
combine disclosure of one or more of the 

classes or series in one simplified 
prospectus. If disclosure pertaining to 
more than one class or series is combined 
in one simplified prospectus, separate 
disclosure in response to each Item in this 
Form must be provided for each class or 
series unless the responses would be 
identical for each class or series. 

(21) As provided in National Instrument 81-102 
Investment Funds, a section, part, class or 
series of a class of securities of a mutual 
fund that is referable to a separate portfolio 
of assets is considered to be a separate 
mutual fund. Those principles are 
applicable to National Instrument 81-101 
Mutual Fund Prospectus Disclosure and 
this Form. 

PART A - GENERAL DISCLOSURE 

Item 1 - Front Cover Disclosure 

1.1 For a single SP, or multiple SP, in which the 
Part A section and the Part B sections are 
bound together 

(1) Indicate on the front cover whether the 
document is a preliminary simplified 
prospectus, a pro forma simplified prospectus 
or a simplified prospectus for each of the 
mutual funds to which the document pertains. 

(2) Indicate on the front cover the names of the 
mutual funds and, at the option of the mutual 
funds, the name of the mutual fund family to 
which the document pertains. If the mutual 
fund has more than one class or series of 
securities, indicate the name of each of those 
classes or series covered in the simplified 
prospectus. 

(3) If the mutual fund to which the simplified 
prospectus pertains is an alternative mutual 
fund, indicate that fact on the front cover. 

(4) State on the front cover of a document that 
contains a preliminary simplified prospectus 
the following: 

“A copy of this document has been filed with 
[the securities regulatory authority(ies) in each 
of/certain of the provinces/provinces and 
territories of Canada] but has not yet become 
final for the purpose of a distribution. 
Information contained in this document may 
not be complete and may have to be 
amended. The [units/shares] described in this 
document may not be sold to you until 
receipts for this document are obtained by the 
mutual fund from the [securities regulatory 
authority(ies)].” 

(5) If a commercial copy of the document that 
contains a preliminary simplified prospectus is 
prepared, print the legend referred to in 
subsection (4) in red ink. 



Form 81-101F1 

 

- 4 - 

(6) If the document contains a preliminary 
simplified prospectus or a simplified 
prospectus, indicate the date of the document, 
which is the date of the certificates. This date 
must be within three business days of the date 
the document is filed with the securities 
regulatory authority. Write the date in full, 
using the name of the month. A document that 
is a pro forma simplified prospectus need not 
be dated, but may reflect the anticipated date 
of the simplified prospectus. 

(7) State, in substantially the following words: 

“No securities regulatory authority has 
expressed an opinion about these 
[units/shares] and it is an offence to claim 
otherwise.” 

INSTRUCTION: 

Complete the bracketed information in subsection (4) 

(a) by inserting the name of each jurisdiction of 
Canada in which the mutual fund intends to 
offer securities under the prospectus, 

(b) by stating that the filing has been made in 
each of the provinces of Canada or each of 
the provinces and territories of Canada, or 

(c) by identifying the filing jurisdictions of 
Canada by exception (i.e. every province of 
Canada or every province and territory of 
Canada, except [excluded jurisdictions]). 

1.2 For a multiple SP in which the Part A section is 
bound separately from the Part B sections 

(1) Comply with Item 1.1. 

(2) State prominently, in substantially the 
following words: 

“A complete simplified prospectus for the 
mutual funds listed on this page consists of 
this document and an additional disclosure 
document that provides specific information 
about the mutual funds in which you are 
investing. This document provides general 
information applicable to all of the [name of 
mutual fund family] funds. You must be 
provided with the additional disclosure 
document.” 

Item 2 - Table of Contents 

2.1 For a single SP, or multiple SP, in which the 
Part A section and the Part B sections are 
bound together  

(1) Include a table of contents. 

(2) Include in the table of contents, under the 
heading “Fund Specific Information”, a list of 
all of the mutual funds to which the document 
pertains, with the numbers of the pages where 
information about each mutual fund can be 
found. 

(3) Begin the table of contents on a new page, 
which may be the inside front cover of the 
document. 

2.2 For a multiple SP in which the Part A section is 
bound separately from the Part B sections  

(1) Include a table of contents for the Part A 
section of the simplified prospectus. 

(2) Begin the table of contents on a new page, 
which may be the inside front cover of the 
document. 

(3) Include, immediately following the table of 
contents and on the same page, a list of the 
mutual funds to which the simplified 
prospectus pertains and details on how the 
Part B disclosure for each mutual fund will be 
provided. 

Item 3 - Introductory Disclosure 

Provide, either on a new page or immediately after the 
table of contents, the following statements in substantially 
the following words: 

“This document contains selected important 
information to help you make an informed 
investment decision and to help you understand 
your rights as an investor. 

This document is divided into two parts. The first 
part, [from pages .......... through ..........], contains 
general information applicable to all of the [name 
of fund family] Funds. The second part, [from 
pages .......... through ..........] [which is separately 
bound], contains specific information about each 
of the Funds described in this document. 

Additional information about each Fund is 
available in the following documents: 

 the most recently filed Fund Facts document; 

 the most recently filed annual financial 
statements; 

 any interim financial report filed after those 
annual financial statements;  

 the most recently filed annual management 
report of fund performance; 

 any interim management report of fund 
performance filed after that annual 
management report of fund performance. 

These documents are incorporated by reference 
into this document, which means that they legally 
form part of this document just as if they were 
printed as a part of this document. You can get a 
copy of these documents, at your request, and at 
no cost, by calling [toll-free/collect] [insert the toll-
free telephone number or telephone number 
where collect calls are accepted, as required by 
section 3.4 of the Instrument], or from your dealer.  

These documents are available on the mutual 
fund’s designated website at [insert mutual funds’ 
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designated website address], or by contacting the 
[mutual funds/mutual fund family] at [insert e-mail 
address].  

These documents and other information about the 
Funds are available at www.sedar.com.” 

Item 4 - Responsibility for Mutual Fund 
Administration 

4.1 Manager 

(1) State the name, address, telephone number, 
e-mail address and, if applicable, the internet 
address of the mutual fund’s manager. 

(2) Briefly describe the services provided by the 
manager. 

(3) List the names, municipality of residence, and 
the respective current positions and offices 
held with the manager, of all partners, 
directors and executive officers of the 
manager of the mutual fund as at the date of 
the simplified prospectus. 

(4) Identify the name and municipality of 
residence of the ultimate designated person 
and chief compliance officer of the manager of 
the mutual fund. 

(5) Describe the circumstances under which each 
agreement with the manager of the mutual 
fund may be terminated and include a brief 
description of the material terms of the 
agreement. 

(6) At the option of the mutual fund, provide, 
under a separate sub-heading, details of the 
manager of the mutual fund, including the 
history and background of the manager and 
any overall investment strategy or approach 
used by the manager in connection with the 
mutual funds for which it acts as manager. 

(7) If a mutual fund holds, in accordance with 
section 2.5 of National Instrument 81-102 
Investment Funds, securities of another 
mutual fund that is managed by the same 
manager or an affiliate or associate of the 
manager, disclose 

(a) that the securities of the other mutual 
fund held by the mutual fund will not be 
voted, and 

(b) if applicable, that the manager may 
arrange for the securities of the other 
mutual fund to be voted by the beneficial 
holders of the securities of the mutual 
fund. 

4.2 Portfolio Adviser 

(1) If the manager of the mutual fund provides 
portfolio management services in connection 
with the mutual fund, state that fact. 

(2) If the manager does not provide portfolio 
management services, state the name and the 

municipality of the principal or head office for 
each portfolio adviser of the mutual fund. 

(3) Briefly describe the services provided by each 
portfolio adviser. 

(4) Briefly describe the relationship of each 
portfolio adviser to the manager, unless the 
manager provides all portfolio management 
services in connection with the mutual fund. 

(5) Identify the individuals employed by the 
manager or each portfolio adviser who make 
investment decisions, explain their role in the 
investment decision-making process, provide 
their names and titles, and explain whether 
their decisions are subject to the oversight, 
approval or ratification of a committee. 

(6) Describe the circumstances under which any 
agreement with a portfolio adviser of the 
mutual fund may be terminated and include a 
brief description of the material terms of this 
agreement. 

4.3 Brokerage Arrangements 

(1) If any brokerage transactions involving client 
brokerage commissions of the mutual fund 
have been or might be directed to a dealer in 
return for the provision of any good or service, 
by the dealer or a third party, other than order 
execution, state 

(a)  the process for, and factors considered 
in, selecting a dealer to effect securities 
transactions for the mutual fund, 
including, for greater certainty, whether 
receiving goods or services in addition to 
order execution is a factor, and whether 
and how the process may differ for a 
dealer that is an affiliated entity,  

(b)  the nature of the arrangements under 
which order execution goods and 
services or research goods and services 
might be provided, 

(c)  each type of good or service, other than 
order execution, that might be provided, 
and 

(d)  the method by which a portfolio adviser 
makes a good faith determination that the 
mutual fund, on whose behalf the 
portfolio adviser directs any brokerage 
transactions involving client brokerage 
commissions to a dealer in return for the 
provision of any order execution goods 
and services or research goods and 
services, by the dealer or a third party, 
receives reasonable benefit considering 
both the use of the goods or services and 
the amount of client brokerage 
commissions paid. 

(2) Since the date of the last simplified 
prospectus, if any brokerage transactions 
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involving the client brokerage commissions of 
the mutual fund have been or might be 
directed to a dealer in return for the provision 
of any good or service, by the dealer or a third 
party, other than order execution, state 

(a)  each type of good or service, other than 
order execution, that has been provided 
to the manager or a portfolio adviser of 
the mutual fund, and 

(b) the name of any affiliated entity that 
provided any good or service referred to 
in paragraph (a), separately identifying 
each affiliated entity and each type of 
good or service provided by each 
affiliated entity. 

(3) If any brokerage transactions involving the 
client brokerage commissions of the mutual 
fund have been or might be directed to a 
dealer in return for the provision of any good 
or service, by the dealer or a third party, other 
than order execution, state that the name of 
any other dealer or third party that provided a 
good or service referred to in paragraph 
(2)(a), that was not disclosed under paragraph 
(2)(b), will be provided upon request by 
contacting the mutual fund or mutual fund 
family at [insert telephone number] or at 
[insert mutual fund or mutual fund family e-
mail address]. 

INSTRUCTION: 

Terms defined in National Instrument 23-102 — Use of 
Client Brokerage Commissions have the same meaning 
in this Item. 

4.4 Principal Distributor 

(1) If applicable, state the name and address of 
the principal distributor of the mutual fund. 

(2)  Briefly describe the services provided by the 
principal distributor of the mutual fund. 

(3)  Briefly describe the relationship of the 
principal distributor to the manager. 

(4)  Describe the circumstances under which any 
agreement with the principal distributor of the 
mutual fund may be terminated and include a 
brief description of the material terms of this 
agreement. 

4.5 Directors, Executive Officers and Trustees 

(1) For a mutual fund that is a corporation, 

(a) list the names and municipality of 
residence of all directors and executive 
officers, 

(b)  state all positions and offices with the 
mutual fund currently held by each 
person required to be listed under 
paragraph (a), 

(c)  briefly describe the services provided by 
each person required to be listed under 
paragraph (a), and 

(d)  briefly describe the relationship of each 
person required to be listed under 
paragraph (a) to the manager. 

(2) For a mutual fund that is a trust, 

(a)  state the name and municipality of 
residence of each person or company 
that is a trustee of the mutual fund, 

(b) state all positions and offices with the 
mutual fund currently held by each 
person required to be listed under 
paragraph (a), 

(c) briefly describe the services provided by 
each person required to be listed under 
paragraph (a), and 

(d) briefly describe the relationship of each 
person required to be listed under 
paragraph (a) to the manager. 

(3) For a mutual fund that is a limited partnership, 
provide the information required by this Item 
for the general partner of the mutual fund, 
modified as appropriate. 

4.6 Custodian 

(1) State the name, municipality of the principal or 
head office, and nature of business of the 
custodian and any principal sub-custodian of 
the mutual fund. 

(2) Briefly describe the services provided by the 
custodian and any principal sub-custodian of 
the mutual fund. 

(3) Briefly describe the relationship of the 
custodian and any principal sub-custodian to 
the manager. 

(4) Describe generally the sub-custodian 
arrangements of the mutual fund. 

INSTRUCTION: 

A “principal sub-custodian” is a sub-custodian to whom 
custodial authority has been delegated in respect of a 
material portion or segment of the portfolio assets of the 
mutual fund. 

4.7 Auditor 

State the name and municipality of the auditor 
of the mutual fund. 

4.8 Registrar 

(1) If there is a registrar of securities of the mutual 
fund, state the name of the registrar and each 
municipality in which the register of securities 
of the mutual fund is kept. 

(2) Briefly describe the services provided by the 
registrar. 
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(3) Briefly describe the relationship of the 
registrar to the manager. 

4.9 Securities Lending Agent 

(1) State the name of each securities lending 
agent of the mutual fund and the municipality 
of each securities lending agent’s principal or 
head office. 

(2) State whether any securities lending agent of 
the mutual fund is an affiliate or associate of 
the manager of the mutual fund. 

(3) Briefly describe the material terms of each 
agreement with each securities lending agent. 
Include the amount of collateral required to be 
delivered in connection with a securities 
lending transaction as a percentage of the 
market value of the loaned securities, and 
briefly describe any indemnities provided in, 
and the termination provisions of, each 
agreement. 

4.10 Cash Lender 

(1) In the case of an alternative mutual fund, state 
the name of each person or company that has 
entered into an agreement to lend money to 
the alternative mutual fund or provides a line 
of credit or similar lending arrangement to the 
alternative mutual fund. 

(2) State whether any person or company 
required to be named under subsection (1) is 
an affiliate or associate of the manager of the 
alternative mutual fund. 

4.11 Other Service Providers 

(1) State the name, municipality of the principal or 
head office, and the nature of the business of 
each person or company not previously 
named under Items 4.1 to 4.10 that provides a 
service that is material to the mutual fund, 
including, for greater certainty, services 
relating to portfolio valuation, fund accounting, 
and the purchase and sale of portfolio assets 
by the mutual fund. 

(2) For each person or company identified under 
subsection (1), briefly describe the following: 

(a)  the services provided by that person or 
company; 

(b) the relationship of that person or 
company to the manager; 

(c)  the material terms and conditions of the 
contractual arrangements by which the 
person or company has been retained. 

4.12 Independent Review Committee and Fund 
Governance 

(1) Provide detailed information concerning the 
governance of the mutual fund, including, for 
greater certainty, 

(a)  all of the following: 

(i)  a description of the mandate and 
responsibilities of the independent 
review committee; 

(ii)  the composition of the independent 
review committee and the reasons 
for any change in the composition of 
the independent review committee 
since the date of the most recently 
filed simplified prospectus; 

(iii)  the following statement:  

“The independent review committee 
prepares, at least annually, a report 
of its activities for securityholders 
and makes such reports available 
on the mutual fund’s designated 
website at [insert mutual fund’s 
designated website address], or at 
the securityholder’s request and at 
no cost, by contacting the [mutual 
fund/mutual fund family] at [insert 
mutual fund’s/mutual fund family’s 
e-mail address].”, 

(b)  a description of any other body or group 
that has responsibility for fund 
governance and the extent to which its 
members are independent of the 
manager of the mutual fund, and 

(c)  a description of the policies, practices or 
guidelines of the mutual fund, or of the 
manager, relating to the business 
practices, sales practices, risk 
management controls and internal 
conflicts of interest, and if the mutual fund 
or the manager has no such policies, 
practices or guidelines, a statement to 
that effect. 

(2) Despite subsection (1), if the information 
required by subsection (1) is not the same for 
substantially all of the mutual funds described 
in the document, provide only that information 
that is the same for substantially all of the 
mutual funds and provide the remaining 
disclosure required by that subsection under 
Item 3 of Part B of this Form. 

INSTRUCTION: 

If the mutual fund has an independent review committee, 
state in the disclosure provided under paragraph (1)(c) 
that National Instrument 81-107 Independent Review 
Committee for Investment Funds requires the manager to 
have policies and procedures relating to conflicts of 
interest. 

4.13 Affiliated Entities 

(1) State whether any person or company that 
provides services to the mutual fund or the 
manager in relation to the mutual fund is an 
affiliated entity of the manager, and include a 
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diagram, with a descriptive title, showing the 
relationships of those affiliated entities with 
each other. 

(2) State that the amount of fees received from 
the mutual fund by each person or company 
described under subsection (1) is disclosed in 
the audited financial statements of the mutual 
fund. 

INSTRUCTIONS: 

(1) A person or company is an affiliated entity 
of another person or company if one is a 
subsidiary entity of the other, if both are 
subsidiary entities of the same person or 
company or if each of them is a controlled 
entity of the same person or company. 

(2) A person or company is a controlled entity 
of another person or company if any of the 
following apply: 

(a)  in the case of a person or company, 

(i)  voting securities of the first-
mentioned person or company 
carrying more than 50% of the 
votes for the election of directors 
are held, otherwise than by way 
of security only, by or for the 
benefit of the other person or 
company, and 

(ii)  the votes carried by the 
securities are entitled, if 
exercised, to elect a majority of 
the directors of the first-
mentioned person or company; 

(b)  in the case of a partnership that does 
not have directors, other than a 
limited partnership, the second-
mentioned person or company holds 
more than 50% of the interests in the 
partnership; 

(c)  in the case of a limited partnership, 
the general partner is the second-
mentioned person or company. 

(3) A person or company is a subsidiary entity 
of another person or company if any of the 
following apply: 

(a)  the person or company is a controlled 
entity of any of the following: 

(i) the other person or company; 

(ii)  the other person or company 
and one or more persons or 
companies, each of which is a 
controlled entity of that other 
person or company; 

(iii)  two or more persons or 
companies, each of which is a 

controlled entity of the other 
person or company; 

(b)  the person or company is a subsidiary 
entity of another person or company 
that is that other person or company’s 
subsidiary entity. 

(4) For the purposes of subsection (1) 
“provides services” includes, for greater 
certainty, the provision of brokerage 
services in connection with execution of 
portfolio transactions for the mutual fund. 

4.14 Dealer Manager Disclosure 

If the mutual fund is dealer managed, disclose 
that fact and that the mutual fund is subject to 
the restrictions set out in section 4.1 of 
National Instrument 81-102 Investment Funds, 
and summarize section 4.1 of National 
Instrument 81-102 Investment Funds. 

4.15 Policies and Practices 

(1) If the mutual fund intends to use derivatives or 
sell securities short, describe the policies and 
practices of the mutual fund to manage the 
risks associated with engaging in those types 
of transactions. 

(2) In the disclosure provided under subsection 
(1), include disclosure pertaining to all of the 
following: 

(a)  whether there are written policies and 
procedures in place that set out the 
objectives and goals for derivatives 
trading and short selling and any risk 
management procedures applicable to 
those transactions; 

(b)  who is responsible for setting and 
reviewing the policies and procedures 
referred to in paragraph (a), how often 
the policies and procedures are reviewed, 
and the extent and nature of the 
involvement of the board of directors or 
trustee in the risk management process;  

(c)  whether there are trading limits or other 
controls on derivative trading or short 
selling in place and who is responsible for 
authorizing the trading and placing limits 
or other controls on the trading; 

(d)  whether there are individuals or groups 
that monitor the risks independent of 
those who trade; 

(e)  whether any risk measurement 
procedures or simulations are used to 
test the portfolio under stress conditions. 

(3) If the mutual fund intends to enter into 
securities lending, repurchase or reverse 
repurchase transactions, describe the policies 
and practices of the mutual fund to manage 
the risks associated with those transactions.  
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(4)  In the disclosure provided under subsection 
(3), include disclosure of all of the following: 

(a)  the involvement of any agent in 
administering the transactions on behalf 
of the mutual fund pursuant to any 
agreement between the parties; 

(b)  whether there are written policies and 
procedures in place that set out the 
objectives and goals for securities 
lending, repurchase transactions or 
reverse repurchase transactions, and any 
risk management procedures applicable 
to the mutual fund’s entering into of those 
transactions; 

(c)  who is responsible for setting and 
reviewing the agreement referred to in 
paragraph (a) and the policies and 
procedures referred to in paragraph (b), 
how often the policies and procedures 
are reviewed, and the extent and nature 
of the involvement of the board of 
directors or trustee in the risk 
management process; 

(d)  whether there are limits or other controls 
in place on the entering into of those 
transactions by the mutual fund and who 
is responsible for placing those limits or 
other controls on those transactions; 

(e) whether there are individuals or groups 
that monitor the risks independent of 
those who enter into those transactions 
on behalf of the mutual fund; 

(f) whether any risk measurement 
procedures or simulations are used to 
test the portfolio under stress conditions. 

(5) Unless the mutual fund invests only in non-
voting securities, describe the policies and 
procedures that the mutual fund follows when 
voting proxies relating to portfolio securities, 
including, for greater certainty, 

(a)  the procedures that are followed when a 
vote presents a conflict between the 
interests of securityholders and those of 
the manager of the mutual fund, a 
portfolio adviser of the mutual fund, an 
affiliate or associate of the mutual fund, 
an affiliate or associate of the manager of 
the mutual fund, or an affiliate or 
associate of a portfolio adviser of the 
mutual fund, and 

(b)  the policies and procedures of a portfolio 
adviser of the mutual fund, or any other 
third party, that the mutual fund follows, 
or that are followed on the mutual fund’s 
behalf, to determine how to vote proxies 
relating to portfolio securities. 

(6)  State that a copy of the policies and 
procedures that the mutual fund follows when 

voting proxies relating to portfolio securities is 
available on request, at no cost, by calling 
[toll-free/collect call telephone number] or by 
writing to [address]. 

(7)  State that the mutual fund’s proxy voting 
record, for the most recent period ended June 
30 of each year, is available free of charge to 
any securityholder of the mutual fund upon 
request at any time after August 31 of that 
year. If the proxy voting record is available on 
the mutual fund’s designated website, provide 
the website address. 

INSTRUCTIONS: 

(1) The disclosure provided under this Item 
must make appropriate distinctions between 
the risks associated with the intended use 
by the mutual fund of derivatives for 
hedging purposes and the mutual fund’s 
intended use of derivatives for non-hedging 
purposes. 

(2) The mutual fund’s proxy voting policies and 
procedures must satisfy the requirements of 
section 10.2 of National Instrument 81-106 
Investment Fund Continuous Disclosure. 

4.16 Remuneration of Directors, Officers and 
Trustees 

(1) If the management functions of the mutual 
fund are carried out by employees of the 
mutual fund, disclose, in respect of those 
employees, the information concerning 
executive compensation that is required to be 
disclosed for executive officers of an issuer 
under securities legislation. The disclosure in 
this Form must be made in accordance with 
the disclosure requirements of Form 51-102F6 
Statement of Executive Compensation. 

(2)  Describe any arrangements under which 
compensation was paid or payable by the 
mutual fund during the most recently 
completed financial year of the mutual fund, 
for the services of directors of the mutual fund, 
members of an independent board of 
governors or advisory board of the mutual 
fund and members of the independent review 
committee of the mutual fund, including the 
amounts paid, the name of the individual and 
any expenses reimbursed by the mutual fund 
to the individual 

(a)  in that capacity, including any additional 
amounts payable for committee 
participation or special assignments, and 

(b)  as a consultant or expert. 

(3)  For a mutual fund that is a trust, describe the 
arrangements, including the amounts paid and 
expenses reimbursed, under which 
compensation was paid or payable by the 
mutual fund during the most recently 
completed financial year of the mutual fund for 
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the services of the trustee or trustees of the 
mutual fund. 

4.17 Material Contracts 

(1) List and provide particulars pertaining to all of 
the following: 

(a)  the articles of incorporation, continuation 
or amalgamation, the declaration of trust 
or trust agreement of the mutual fund, the 
limited partnership agreement or any 
other constating or establishing 
documents of the mutual fund; 

(b)  any agreement of the mutual fund or 
trustee with the manager of the mutual 
fund; 

(c)  any agreement of the mutual fund, the 
manager or trustee with each portfolio 
adviser of the mutual fund; 

(d)  any agreement of the mutual fund, the 
manager or trustee with the custodian of 
the mutual fund;  

(e) any agreement of the mutual fund, the 
manager or trustee with the principal 
distributor of the mutual fund; 

(f)  any other material agreement. 

(2)  State a reasonable time at which and place 
where the agreements listed under subsection 
(1) may be inspected by prospective or 
existing securityholders.  

(3) Include, in describing particulars of the 
agreements, the date of, parties to, 
consideration paid by the mutual fund under, 
termination provisions of, and general nature 
of, the agreements. 

INSTRUCTION: 

This Item does not require disclosure of agreements 
entered into in the ordinary course of business of the 
mutual fund. 

4.18 Legal Proceedings 

(1) Briefly describe any ongoing material legal 
proceedings, which for greater certainty 
includes administrative proceedings, to which 
the mutual fund, its manager or its principal 
distributor is a party. 

(2)  For all matters disclosed under subsection (1), 
disclose all of the following: 

(a)  the name of the court, agency or 
administrative body having jurisdiction;  

(b)  the date on which the proceeding was 
commenced; 

(c)  the principal parties to the proceeding; 

(d)  the nature of the proceeding and, if 
applicable, the amount claimed; 

(e)  whether the proceedings are being 
contested and the present status of the 
proceedings. 

(3)  To the extent known, provide the disclosure 
referred to in paragraphs (2)(a), (c), (d) and 
(e) in respect of any material proceedings 
known to be contemplated. 

(4)  Describe any penalties or other sanctions 
imposed and the grounds on which they were 
imposed, or the terms of any settlement 
agreement and the circumstances that gave 
rise to the settlement agreement, if the 
manager of the mutual fund, a director or 
officer of the mutual fund or a partner, director 
or officer of the manager of the mutual fund, in 
the 10 years before the date of the simplified 
prospectus has 

(a)  been subject to any penalties or 
sanctions imposed by a court or 
securities regulator relating to trading in 
securities, promotion or management of a 
publicly-traded mutual fund, theft or fraud, 
or has been subject to any other 
penalties or sanctions imposed by a court 
or regulatory body that would be likely to 
be considered important to a reasonable 
investor in determining whether to 
purchase securities of the mutual fund;  

(b)  entered into a settlement agreement with 
a court, securities regulatory or other 
regulatory body, in relation to any of the 
matters referred to in paragraph (a). 

(5)  If the manager of the mutual fund, or a 
director or officer of the mutual fund or the 
partner, director or officer of the manager of 
the mutual fund has, within the 10 years 
before the date of the simplified prospectus, 
been subject to any penalties or sanctions 
imposed by a court or securities regulator 
relating to trading in securities, promotion or 
management of a publicly traded mutual fund, 
or theft or fraud, or has entered into a 
settlement agreement with a regulatory 
authority in relation to any of these matters, 
describe the penalties or sanctions imposed 
and the grounds on which they were imposed, 
or the terms of the settlement agreement and 
the circumstances that gave rise to the 
settlement agreement. 

4.19 Designated Website 

State, in substantially the following words: 

“A mutual fund is required to post certain 
regulatory disclosure documents on a 
designated website. The designated 
website(s) of the mutual fund(s) this document 
pertains to can be found at the following 
location(s): [insert the mutual fund’s 
designated website address or addresses, as 
applicable].” 
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Item 5 - Valuation of Portfolio Securities 

(1) Describe the methods used to value the 
different types or classes of portfolio assets of 
the mutual fund and its liabilities for the 
purpose of calculating net asset value. 

(2) If the valuation methods established by the 
manager differ from Canadian GAAP, 
describe the differences. 

(3) If the manager has discretion to deviate from 
the mutual fund’s valuation methods 
described under subsection (1), disclose when 
and to what extent the discretion may be 
exercised and, if it has been exercised in the 
past three years, provide an example of how it 
has been exercised or, if it has not been 
exercised in the past three years, state that 
fact. 

Item 6 - Calculation of Net Asset Value 

(1) Describe the method followed or to be 
followed by the mutual fund in determining the 
net asset value. 

(2) State the frequency at which the net asset 
value is determined and the date and time of 
day at which it is determined. 

(3) Describe the manner in which the net asset 
value and net asset value per security of the 
mutual fund will be made available to the 
public and state that the information will be 
available at no cost to the public. 

(4) In the case of a money market mutual fund, if 
the fund intends to maintain a constant net 
asset value per security, disclose that 
intention and disclose how the mutual fund 
intends to maintain a constant net asset value. 

Item 7 - Purchases, Switches and Redemptions 

(1) Briefly describe how an investor can purchase 
and redeem the securities of the mutual fund 
or switch them for securities of other mutual 
funds, state how often the mutual fund is 
valued, and state that the issue and 
redemption price of those securities is based 
on the mutual fund’s net asset value of a 
security of that class, or series of a class, next 
determined after the receipt by the mutual 
fund of the purchase order or redemption 
order. 

(2)  State that, under extraordinary circumstances, 
the rights of investors to redeem securities 
may be suspended by the mutual fund and 
describe the circumstances under which the 
suspension of redemption rights could occur.  

(3)  For a new mutual fund that is being sold on a 
best-efforts basis, state whether the issue 
price will be fixed during the initial distribution 
period, and state when the mutual fund will 
begin issuing and redeeming securities based 

on the net asset value per security of the 
mutual fund. 

(4)  Describe all available purchase options and 
state, if applicable, that the choice of different 
purchase options requires the investor to pay 
different fees and expenses and, if applicable, 
that the choice of different purchase options 
affects the amount of compensation paid by a 
member of the organization of the mutual fund 
to a dealer. Include cross-references to the 
disclosure provided under Items 9 and 10 of 
Part A of this Form. 

(5)  Describe the adverse effects, if any, that 
short-term trades in securities of the mutual 
fund by an investor may have on other 
investors in the mutual fund. 

(6)  Describe the restrictions, if any, that may be 
imposed by the mutual fund to deter short-
term trades, including the circumstances, if 
any, under which such restrictions may not 
apply. 

(7)  If the mutual fund does not impose restrictions 
on short-term trades, state the specific basis 
for the view of the manager that it is 
appropriate for the mutual fund not to do so. 

(8)  Describe the policies and procedures of the 
mutual fund relating to the monitoring, 
detection and deterrence of short-term trades 
of mutual fund securities. If the mutual fund 
has no such policies and procedures, state 
that fact. 

(9)  Describe any arrangements, whether formal 
or informal, with any person or company, that 
permit short-term trades in securities of the 
mutual fund, including, for greater certainty, 

(a)  the name of the person or company, and  

(b)  the terms of such arrangements, 
including, for greater certainty, 

(i)  any restrictions imposed on the 
short-term trades, and 

(ii)  any compensation or other 
consideration received by the 
manager, the mutual fund or any 
other party pursuant to the 
arrangements. 

(10) Describe how the securities of the mutual fund 
are distributed. If sales are effected through a 
principal distributor, provide a brief description 
of any arrangements with the principal 
distributor. 

(11) Disclose that a dealer may make provision in 
arrangements that it has with an investor that 
will require the investor to compensate the 
dealer for any losses suffered by the dealer in 
connection with a failed settlement of a 
purchase of securities of the mutual fund 
caused by the investor. 
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(12) Disclose that a dealer may make provision in 
arrangements that it has with an investor that 
will require the investor to compensate the 
dealer for any losses suffered by the dealer in 
connection with any failure of the investor to 
satisfy the requirements of the mutual fund or 
securities legislation for a redemption of 
securities of the mutual fund. 

INSTRUCTION: 

(1) The disclosure required under subsection 
(4) must describe currency purchase plans, 
if applicable. 

(2) In the disclosure required by subsections 
(5) to (7), include a brief description of the 
short-term trading activities in the mutual 
fund that are considered by the manager to 
be inappropriate or excessive. If the 
manager imposes a short-term trading fee, 
include a cross-reference to the disclosure 
provided under Item 9 of Part A of this 
Form. 

Item 8 - Optional Services Provided by the Mutual 
Fund Organization  

If applicable, under the heading “Optional 
Services”, describe the optional services that 
may be obtained by typical investors from the 
mutual fund organization. 

INSTRUCTION: 

Disclosure made under this Item must include, for 
example, any asset allocation services, registered tax 
plans, regular investment and withdrawal plans, periodic 
purchase plans, contractual plans, periodic withdrawal 
plans or switch privileges. 

Item 9 - Fees and Expenses 

9.1 General Disclosure 

(1) Set out information about the fees and 
expenses payable by the mutual fund and by 
investors in the mutual fund under the heading 
“Fees and Expenses”. 

(2) If the mutual fund holds securities of other 
mutual funds, disclose all of the following: 

(a) any fees and expenses payable by the 
other mutual fund in addition to the fees 
and expenses payable by the mutual 
fund; 

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

(c) that no sales fees or redemption fees are 
payable by the mutual fund in relation to 
its purchases or redemptions of the 
securities of the other mutual fund if the 
other mutual fund is managed by the 

manager or an affiliate or associate of the 
manager of the mutual fund; 

(d) that no sales fees or redemption fees are 
payable by the mutual fund in relation to 
its purchases or redemptions of securities 
of the other mutual fund that, to a 
reasonable person, would duplicate a fee 
payable by an investor in the mutual fund. 

(3) The information required by this Item is a 
summary of the fees, charges and expenses 
of the mutual fund and investors presented in 
the form of the following table, appropriately 
completed, and introduced using substantially 
the following words: 

“This table lists the fees and expenses that 
you may have to pay if you invest in the [insert 
the name of the mutual fund]. You may have 
to pay some of these fees and expenses 
directly. The Fund may have to pay some of 
these fees and expenses, which will reduce 
the value of your investment in the Fund.” 

(4) Include the fees for any optional services 
provided by the mutual fund organization, as 
described under Item 8 of Part A of this Form, 
in the table. 

(5) Under “Operating Expenses” in the table, 
include a description of the fees and expenses 
payable in connection with the independent 
review committee. If the information is not the 
same for each mutual fund described in the 
document, provide the disclosure in the 
description of fees and expenses required for 
each fund under Item 3 of Part B of this Form 
and include a cross-reference to that 
information in the table required under this 
Item. 

(6) If management fees are payable directly by 
investors, add a line item in the table to 
disclose the maximum percentage that could 
be paid by investors. 

(7)  If the manager permits negotiation of a 
management fee rebate, provide disclosure of 
these arrangements. If these arrangements 
are not available for each mutual fund 
described in the document, make this 
disclosure in the description of fees and 
expenses required for each fund by Item 3 of 
Part B of this Form and include a cross-
reference to that information in the table 
required by this Item. 
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Fees and Expenses Payable by the Fund 

Management Fees [See Instruction (1)] 
[disclosure re management fee 
rebate program] 

Operating Expenses [See Instructions (2) and (3)] Fund[s] 
pay[s] all operating expenses, 
including ……………. 

Fees and Expenses Payable Directly by You 

Sales Charges [specify percentage, as a percentage 
of …………..] 

Switch Fees [specify percentage, as a percentage 
of …………, or specify amount] 

Redemption Fees [specify percentage, as a percentage 
of ………., or specify amount] 

Short-term Trading Fees [specify percentage, as a percentage 
of ……….] 

Registered Tax Plan Fees 
[include this disclosure and 
specify the type of fees if the 
registered tax plan is sponsored 
by the mutual fund and is 
described in the simplified 
prospectus] 

[specify amount] 

Other Fees and Expenses 
[specify type] 

[specify amount] 

 

INSTRUCTIONS: 

(1) If the table pertains to more than one 
mutual fund and not all of the mutual funds 
pay the same management fees, under 
“Management Fees” in the table, do either 
of the following: 

(a) state that the management 
fees are unique to each 
mutual fund, include 
management fee disclosure 
for each mutual fund as a 
separate line item in the table 
required by Item 3 of Part B of 
this Form for that mutual fund, 
and include a cross-reference 
to that table; 

(b) list the amount of the 
management fee, including 
any performance or incentive 
fee, for each mutual fund 
separately. 

(2) If the table pertains to more than one 
mutual fund and not all of the mutual funds 
have the same obligations to pay operating 
expenses, under “Operating Expenses” in 
the table, do either of the following: 

(a) state that the operating 
expenses payable by the 
mutual funds are unique to 
each mutual fund, include a 
description of the operating 
expenses payable by each 
mutual fund as a separate line 
item in the table required by 
Item 3 of Part B of this Form 
for that mutual fund, and 

include a cross-reference to 
that table; 

(b) provide the disclosure 
concerning the operating 
expenses for each mutual 
fund contemplated by this 
Item separately. 

(3) Under “Operating Expenses”, state 
whether the mutual fund pays all of its 
operating expenses and list the main 
components of those expenses. If the 
mutual fund pays only certain operating 
expenses and is not responsible for 
payment of all such expenses, adjust the 
statement in the table to reflect the proper 
contractual responsibility of the mutual 
fund. 

(4) Show all fees and expenses payable by 
the mutual fund, even if it is expected that 
the manager of the mutual fund or other 
member of the organization of the mutual 
fund will waive or absorb some or all of 
those fees and expenses. 

(5) If the management fees of a mutual fund 
are payable directly by a securityholder 
and vary so that specific disclosure of the 
amount of the management fees cannot be 
disclosed in the simplified prospectus of 
the mutual fund, or cannot be derived from 
disclosure in the simplified prospectus, 
provide as much disclosure as possible 
about the management fees to be paid by 
securityholders, including the highest 
possible rate or range of those 
management fees. 

9.2 Management Fee Rebate or Distribution 
Programs 

(1) Disclose details of any arrangements that are 
in effect or will be in effect during the currency 
of the simplified prospectus if those 
arrangements will result, directly or indirectly, 
in a securityholder in the mutual fund paying, 
as a percentage of the securityholder’s 
investment in the mutual fund, a management 
fee that differs from that payable by another 
securityholder. 

(2) In the disclosure required by subsection (1), 
describe all of the following: 

(a)  who pays the management fee; 

(b)  when the management fee is to be paid, 
whether a reduced fee is paid or whether 
the full fee is paid with a repayment of a 
portion of the management fee to be paid 
at a later date; 

(c)  the person or company that funds the 
reduction or repayment of management 
fees, when the reduction or repayment is 
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made and whether it is made in cash or in 
securities of the mutual fund; 

(d)  whether the differing management fees 
are negotiable or calculated in 
accordance with a fixed schedule; 

(e)  if the management fees are negotiable, 
the factors or criteria relevant to the 
negotiations and state who negotiates the 
fees with the investor; 

(f)  whether the differing management fees 
payable are based on the number or 
value of the securities of the mutual fund 
purchased during a specified period or 
the number or value of the securities of 
the mutual fund held at a particular time;  

(g)  any other factors or criteria that could 
affect the amount of the management 
fees payable. 

(3)  Disclose the income tax consequences to the 
mutual fund and its securityholders of a 
management fee structure that results in a 
securityholder paying a management fee that 
differs from that payable by another 
securityholder. 

Item 10 - Dealer Compensation 

Provide the disclosure of sales practices and equity 
interests required under sections 8.1 and 8.2 of 
National Instrument 81-105 Mutual Fund Sales 
Practices. 

INSTRUCTIONS: 

(1) Briefly state the compensation paid and the 
sales practices followed by the members 
of the organization of the mutual fund in a 
concise and explicit manner, without 
explaining the requirements and 
parameters for permitted compensation 
contained in National Instrument 81-105 
Mutual Fund Sales Practices. 

(2) If the manager or another member of the 
mutual fund’s organization pays trailing 
commissions, so state and provide an 
explanation of the basis of calculation of 
these commissions and the range of the 
rates of such commissions. If the mutual 
fund organization from time to time pays 
the permitted marketing expenses of 
participating dealers on a co-operative 
basis, so state. If the mutual fund 
organization from time to time holds 
educational conferences that sales 
representatives of participating dealers 
may attend or from time to time pays 
certain of the expenses incurred by 
participating dealers in holding educational 
conferences for sales representatives, so 
state.  

(3) If the members of the organization of the 
mutual fund follow any other sales 
practices permitted by National Instrument 
81-105 Mutual Fund Sales Practices, 
briefly describe these sales practices. 

(4) Include a brief summary of the equity 
interests between the members of the 
organization of the mutual fund and 
participating dealers and representatives 
as required by section 8.2 of National 
Instrument 81-105 Mutual Fund Sales 
Practices. This disclosure may be provided 
by means of a diagram or table. 

Item 11 - Income Tax Considerations 

11.1 Income Tax Considerations for the Mutual 
Fund  

Describe, in general terms, the basis upon 
which the income and capital receipts of the 
mutual fund are taxed. 

11.2 Income Tax Considerations for Investors 

(1) Describe, in general terms, the income tax 
consequences, to the securityholders of the 
securities offered, of all of the following: 

(a)  any distribution to the securityholders in 
the form of dividends or otherwise, 
including amounts reinvested in securities 
of the mutual fund; 

(b)  the redemption of securities; 

(c)  the issuance of securities; 

(d)  any transfers between mutual funds; 

(e)  gains or losses that occur on the 
disposition of securities of the mutual 
fund by the investor. 

(2)  The description provided in response to 
subsection (1) must explain the different tax 
treatment applicable to mutual fund securities 
held in a registered tax plan as compared to 
mutual fund securities held in non-registered 
accounts. 

(3)  Describe the impact of the mutual fund’s 
distribution policy on a taxable investor who 
acquires securities of the mutual fund late in a 
calendar year. 

(4)  If material, describe the potential impact of the 
mutual fund’s anticipated portfolio turnover 
rate on a taxable investor. 

(5)  Describe how the adjusted cost base of a 
security of a mutual fund can be calculated by 
those investors holding securities outside a 
registered tax plan. 

INSTRUCTIONS: 

(1) If management fees are paid directly by 
investors, describe generally the income tax 
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consequences to taxable investors of this 
arrangement. 

(2) Subsection (2) is particularly relevant for 
investors who hold their mutual fund 
investments through RRSPs, if they have 
invested in a mutual fund that requires 
management fees to be paid directly by the 
investors. Detailed disclosure of the tax 
consequences of this arrangement on those 
investors must be made by those mutual 
funds. 

Item 12 - Statement of Rights 

Under the heading “What Are Your Legal Rights?”, 
state in substantially the following words: 

“Under securities law in some provinces and 
territories, you have the right to 

 withdraw from an agreement to buy mutual 
funds within two business days after you 
receive a simplified prospectus or Fund Facts 
document, or 

 cancel your purchase within 48 hours after 
you receive confirmation of the purchase. 

In some provinces and territories, you also have 
the right to cancel a purchase, or in some 
jurisdictions, claim damages, if the simplified 
prospectus, Fund Facts document or financial 
statements contain a misrepresentation. You must 
act within the time limits set by law in the 
applicable province or territory.” 

For more information, see the securities law of 
your province or territory or ask a lawyer.” 

Item 13 - Additional Information 

(1) Disclose any other material facts relating to 
the securities proposed to be offered that are 
not disclosed elsewhere in this Form. 

(2) Provide any disclosure required or permitted 
to be disclosed in a prospectus under 
securities legislation or by a decision of the 
regulator or securities regulatory authority 
pertaining to the mutual fund that is not 
otherwise required to be disclosed under this 
Form. 

INSTRUCTIONS: 

(1) An example of a provision of securities 
legislation relevant to this Item is the 
requirement contained in the conflict of 
interest provisions of the securities 
legislation of a number of jurisdictions to the 
effect that a mutual fund must not make an 
investment in respect of which a related 
person will receive any fee or compensation 
except for fees paid pursuant to a contract 
disclosed in, among other things, a 
prospectus. Another example is the 
requirement of some jurisdictions that 
certain statements be included in a 

simplified prospectus of a mutual fund with 
a non-Canadian manager. 

(2) For a single SP, provide the disclosure 
under this Item or under Item 11 of Part B of 
this Form, whichever is more appropriate. 

(3) For a multiple SP, the disclosure must be 
provided under this Item if the disclosure 
pertains to all of the mutual funds described 
in the document. If the disclosure does not 
pertain to all of those funds, provide the 
disclosure in the fund-specific disclosure 
required or permitted under Item 11 of Part 
B of this Form. 

Item 14 – Exemptions and Approvals 

Describe all exemptions from, or approvals in 
relation to, this Instrument, National Instrument 81-
102 Investment Funds, National Instrument 81-105 
Mutual Fund Sales Practices or National Policy 
Statement No. 39 obtained by the mutual fund or 
the manager that continue to be relied upon by the 
mutual fund or the manager. 

Item 15 - Certificate of the Mutual Fund 

(1) Include a certificate of the mutual fund that 
states, 

(a)  for a simplified prospectus,  

“This simplified prospectus and the 
documents incorporated by reference into 
the simplified prospectus, constitute full, 
true and plain disclosure of all material 
facts relating to the securities offered by 
the simplified prospectus, as required by 
the securities legislation of [insert the 
jurisdictions in which qualified] and do not 
contain any misrepresentations.”, 

(b)  for an amendment to a simplified 
prospectus that does not restate the 
simplified prospectus, 

“This amendment no. [specify 
amendment number and date], together 
with the [amended and restated] 
simplified prospectus dated [specify], 
[amending and restating the simplified 
prospectus dated [specify],] [as amended 
by [specify prior amendments and dates]] 
and the documents incorporated by 
reference into the [amended and 
restated] simplified prospectus, [as 
amended,] constitute full, true and plain 
disclosure of all material facts relating to 
the securities offered by the [amended 
and restated] simplified prospectus, [as 
amended,] as required by the securities 
legislation of [insert the jurisdictions in 
which qualified] and do not contain any 
misrepresentations.”, and 

(c)  for an amendment that amends and 
restates a simplified prospectus, 
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“This amended and restated simplified 
prospectus dated [specify] [, amending 
and restating the simplified prospectus 
dated [specify]] [, as amended by [specify 
prior amendments and dates]] and the 
documents incorporated by reference into 
the [amended and restated] simplified 
prospectus, [as amended,] constitute full, 
true and plain disclosure of all material 
facts relating to the securities offered by 
the [amended and restated] simplified 
prospectus, [as amended,] as required by 
the securities legislation of [insert the 
jurisdictions in which qualified] and do not 
contain any misrepresentations.”. 

(2)  The certificate required to be signed by the 
mutual fund must, if the mutual fund is a trust, 
be signed by either of the following: 

(a)  if any trustee of the mutual fund is an 
individual, by each individual who is a 
trustee or by a duly authorized attorney of 
the individual; 

(b)  if any trustee of the mutual fund is a 
corporation, by the duly authorized 
signing officer or officers of the 
corporation 

(3)  Despite subsection (2), if the declaration of 
trust or trust agreement establishing the 
mutual fund delegates the authority to do so, 
or otherwise authorizes a person to do so, the 
certificate form required to be signed by the 
trustee or trustees of the mutual fund may be 
signed by the person to whom the authority is 
delegated or who is authorized. 

(4)  Despite subsections (2) and (3), if the trustee 
of the mutual fund is also its manager, the 
certificate must indicate that it is being signed 
by the person or company both in its capacity 
of trustee and in its capacity as manager of 
the mutual fund and must be signed in the 
manner prescribed by Item 16. 

Item 16 - Certificate of the Manager of the Mutual 
Fund 

(1) Include a certificate of the manager of the 
mutual fund in the same form as the certificate 
signed by the mutual fund. 

(2)  The certificate must, if the manager is a 
company, be signed by the chief executive 
officer and the chief financial officer of the 
manager, and on behalf of the board of 
directors of the manager by any two directors 
of the manager, other than the chief executive 
officer or chief financial officer, duly authorized 
to sign. 

(3)  Despite subsection (2), if the manager has 
only three directors, two of whom are the chief 
executive officer and chief financial officer, the 
certificate required by subsection (2) to be 

signed on behalf of the board of directors of 
the manager must be signed by the remaining 
director of the manager. 

Item 17 - Certificate of Each Promoter of the Mutual 
Fund 

(1) Include a certificate of each promoter of the 
mutual fund in the same form as the certificate 
signed by the mutual fund. 

(2)  The certificate to be signed by the promoter 
must be signed by any officer or director of the 
promoter duly authorized to sign. 

Item 18 - Certificate of the Principal Distributor of the 
Mutual Fund 

(1) Include a certificate of the principal distributor 
of the mutual fund that states: 

“To the best of our knowledge, information 
and belief, this simplified prospectus and the 
documents incorporated by reference into the 
simplified prospectus, constitute full, true and 
plain disclosure of all material facts relating to 
the securities offered by the simplified 
prospectus, as required by the securities 
legislation of [insert the jurisdictions in which 
qualified] and do not contain any 
misrepresentations.” 

(2)  The certificate to be signed by the principal 
distributor must be signed by any officer or 
director of the principal distributor duly 
authorized to sign. 

INSTRUCTION:  

For a mutual fund that has a principal distributor, the 
certificate required by this Item is necessary to satisfy the 
requirements of securities legislation that an underwriter 
sign a certificate to a prospectus. 

PART B - FUND-SPECIFIC INFORMATION 

Item 1 - General 

(1) For a multiple SP in which the Part B sections 
are bound separately from the Part A section, 
include at the bottom of each page of a Part B 
section a footer in substantially the following 
words and in a type size consistent with the 
rest of the document: 

“This document provides specific information 
about [name of Fund]. It should be read in 
conjunction with the rest of the simplified 
prospectus of the [name of mutual fund family] 
dated [insert date]. This document and the 
document that provides general information 
about [name of mutual fund family] together 
constitute the simplified prospectus.” 

(2)  If a Part B section is an amended and restated 
document, add to the footer required by 
subsection (1) a statement that the document 
has been amended and restated on [insert 
date]. 
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(3)  For a single SP, or a multiple SP, in which the 
Part A section and the Part B sections are 
bound together, include all of the following: 

(a)  at the top of the first page of the first Part 
B section in the document, the heading 
“Specific Information about Each of the 
Mutual Funds Described in this 
Document” for a multiple SP, or “Specific 
Information about the [name of Fund]” for 
a single SP; 

(b)  at the top of each page of a Part B 
section of the document, a heading 
consisting of the name of the mutual fund 
described on that page. 

(4)  For a multiple SP in which the Part A section 
is bound separately from the Part B sections, 
include at the top of each page of a Part B 
section of the document a heading consisting 
of the name of the mutual fund described on 
that page. 

Item 2 - Part B Introduction 

(1) Disclose under the heading “What Is a Mutual 
Fund and What Are the Risks of Investing in a 
Mutual Fund?” all of the following: 

(a)  a brief general description of the nature 
of a mutual fund; 

(b)  the risk factors and other investment 
considerations that an investor should 
take into account that are associated with 
investing in mutual funds generally. 

(2)  At a minimum, in response to the 
requirements of subsection (1), include 
disclosure in substantially the following words: 

“Mutual funds own different types of 
investments, depending upon the fund’s 
investment objectives. The value of these 
investments will change from day to day, 
reflecting changes in interest rates, economic 
conditions and market and company news. As 
a result, the value of a mutual fund’s 
[units/shares] may go up and down, and the 
value of your investment in a mutual fund may 
be more or less when you redeem it than 
when you purchased it.  

[If applicable], The full amount of your 
investment in any [name of mutual fund 
family] mutual fund is not guaranteed. 

Unlike bank accounts or GICs, mutual fund 
[units/shares] are not covered by the Canada 
Deposit Insurance Corporation or any other 
government deposit insurer.” 

(3)  For a multiple SP, at the option of the mutual 
fund, include any information that is applicable 
to more than one of the mutual funds, 
including for greater certainty, all of the 
following: 

(a)  explanatory information; 

(b)  risk factors; 

(c)  investment considerations; 

(d)  investment restrictions; 

(e)  descriptions of the securities offered 
under the simplified prospectus; 

(f)  details regarding the name, formation 
and history of the mutual fund. 

(4)  Any information included in an introductory 
section under subsection (3) may be omitted 
elsewhere in the Part B section of the 
document. 

INSTRUCTIONS: 

(1) In providing disclosure under subsection 
(1), follow the instructions under Item 9 of 
Part B of this Form, as appropriate. 

(2)  Subsection (3) may be used to avoid the 
need for repetition of standard information 
in each Part B section of a multiple SP. 

(3)  Examples of explanatory information that 
may be disclosed under subsection (3) at 
the option of the mutual fund are 

(a)  definitions or explanations of 
terms used in each Part B section, 
such as “portfolio turnover rate” 
and “management expense ratio”, 
and 

(b)  a discussion or explanation of the 
tables or charts that are required 
in each Part B section of the 
document. 

(4)  Examples of the risks that may be 
disclosed under subsection (3) at the 
option of the mutual fund are stock market 
risk, interest rate risk, foreign security risk, 
foreign currency risk, specialization risk 
and risk associated with the use of 
derivatives. If risk disclosure is provided 
under that subsection, the fund-specific 
disclosure about each mutual fund 
described in the document must contain a 
reference to the appropriate parts of this 
risk disclosure. 

Item 3 - Fund Details 

Disclose, in a table, all of the following: 

(a)  the type of mutual fund that the mutual 
fund is best characterized as; 

(b)  whether the mutual fund is eligible as an 
investment for registered retirement 
savings plans, registered retirement 
income funds or deferred profit-sharing 
plans; 
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(c)  if this information is not contained in the 
table required by Item 9.1 of Part A of this 
Form, all of the following: 

(i)  the amount of the management fee, 
including any performance or 
incentive fee, charged to the mutual 
fund; 

(ii)  details concerning the operating 
expenses paid by the mutual fund 
contemplated by Instruction (3) of 
Item 9.1 of Part A of this Form; 

(iii)  the amount of the fees and 
expenses payable in connection 
with the independent review 
committee, charged to the mutual 
fund; 

(d)  any information required by Item 4 of Part 
A of this Form to be contained in Part B. 

INSTRUCTIONS: 

(1) If the mutual fund pays a fee that is 
determined by the performance of the 
mutual fund, the disclosure required by 
paragraph 7.1(1)(c) of National Instrument 
81-102 Investment Funds to be described 
in a simplified prospectus of the mutual 
fund must be included in a footnote to the 
description of the incentive fee in the table. 

(2)  Examples of types of mutual funds that 
could be listed in response to paragraph 
(a) are money market, equity, bond or 
balanced funds related, if appropriate, to a 
geographical region, or any other 
description that accurately identifies the 
type of mutual fund. 

(3) (3) In providing the disclosure 
contemplated by paragraph (c), provide 
any disclosure required by, and follow, the 
Instructions to Item 9.1 of Part A of this 
Form. 

Item 4 - Fundamental Investment Objectives 

(1) Set out under the heading “What Does the 
Fund Invest in?” and under the sub-heading 
“Investment Objectives” the fundamental 
investment objectives of the mutual fund, 
including information that describes the 
fundamental nature of the mutual fund, or the 
fundamental features of the mutual fund, that 
distinguish it from other mutual funds. 

(2)  Describe the nature of any securityholder or 
other approval that may be required in order 
to change the fundamental investment 
objectives of the mutual fund and any of the 
material investment strategies to be used to 
achieve those investment objectives. 

(3)  Describe any restrictions on investments 
adopted by the mutual fund, beyond what is 
required under securities legislation, that 

pertain to the fundamental nature of the 
mutual fund. 

(4)  If the mutual fund purports to arrange a 
guarantee or insurance in order to protect all 
or some of the principal amount of an 
investment in the mutual fund, include this fact 
as a fundamental investment objective of the 
mutual fund and do all of the following: 

(a)  identify the person or company providing 
the guarantee or insurance; 

(b)  provide the material terms of the 
guarantee or insurance, including the 
maturity date of the guarantee or 
insurance; 

(c)  if applicable, state that the guarantee or 
insurance does not apply to the amount 
of any redemptions before the maturity 
date of the guarantee or before the death 
of the securityholder and that 
redemptions before that date would be 
based on the net asset value of the 
mutual fund at the time; 

(d)  modify any other disclosure required by 
this section appropriately. 

(5)  For an index mutual fund, 

(a)  disclose the name or names of the 
permitted index or permitted indices on 
which the investments of the index 
mutual fund are based, and 

(b)  briefly describe the nature of that 
permitted index or those permitted 
indices. 

INSTRUCTIONS: 

(1) State the type or types of securities, such 
as money market instruments, bonds, 
equity securities or securities of another 
mutual fund, in which the mutual fund will 
primarily invest under normal market 
conditions. 

(2)  A mutual fund’s fundamental investment 
objectives must indicate if the mutual fund 
primarily invests, or intends to primarily 
invest, or if its name implies that it will 
primarily invest, in any of the following: 

(a)  a particular type of issuer, such as 
foreign issuers, small 
capitalization issuers or issuers 
located in emerging market 
countries; 

(b)  a particular geographic location or 
industry segment; 

(c)  portfolio assets other than 
securities. 

(3)  If a particular investment strategy is a 
material aspect of the mutual fund, as 
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evidenced by the name of the mutual fund 
or the manner in which the mutual fund is 
marketed, disclose this strategy as an 
investment objective. This instruction 
would be applicable, for example, to a 
mutual fund that described itself as an 
“asset allocation fund” or a “mutual fund 
that invests primarily through the use of 
derivatives”. 

(4)  If the mutual fund is an alternative mutual 
fund, describe the features of the mutual 
fund that cause it to fall within the definition 
of “alternative mutual fund” in National 
Instrument 81-102 Investment Funds. If 
those features include the use of leverage, 
disclose the sources of leverage (e.g., 
cash borrowing, short selling, use of 
derivatives) that the fund is permitted to 
use as well as the maximum aggregate 
exposure to those sources of leverage the 
alternative mutual fund is permitted to 
have, as a percentage calculated in 
accordance with section 2.9.1 of National 
Instrument 81-102 Investment Funds. 

Item 5 - Investment Strategies 

(1) Describe under the heading “What Does the 
Fund Invest in?” and under the sub-heading 
“Investment Strategies” all of the following: 

(a)  the principal investment strategies that 
the mutual fund intends to use in 
achieving its investment objectives; 

(b)  the process by which each portfolio 
adviser of the mutual fund selects 
securities for the fund’s portfolio, 
including any investment approach, 
philosophy, practice or technique used by 
the portfolio adviser or any particular style 
of portfolio management that the portfolio 
adviser intends to follow; 

(c)  if the mutual fund may hold securities of 
other mutual funds, 

(i)  whether the mutual fund intends to 
purchase securities of, or enter into 
specified derivative transactions for 
which the underlying interest is 
based on the securities of, other 
mutual funds, 

(ii) whether or not the other mutual 
funds may be managed by the 
manager or an affiliate or associate 
of the manager of the mutual fund,  

(iii) what percentage of the net asset 
value of the mutual fund is 
dedicated to the investment in the 
securities of, or the entering into of 
specified derivative transactions for 
which the underlying interest is 

based on the securities of, other 
mutual funds, and 

(iv)  the process or criteria used to select 
the other mutual funds. 

(2)  Indicate what types of securities, other than 
those held by the mutual fund in accordance 
with its fundamental investment objectives, 
may form part of the mutual fund’s portfolio 
assets under normal market conditions. 

(3)  If the mutual fund intends to use derivatives  

(a)  for hedging purposes only, state that the 
mutual fund may use derivatives for 
hedging purposes only, and 

(b)  for non-hedging purposes, or for hedging 
and non-hedging purposes, briefly 
describe  

(i)  how derivatives are or will be used 
in conjunction with other securities 
to achieve the mutual fund’s 
investment objectives, 

(ii) the types of derivatives expected to 
be used and give a brief description 
of the nature of each type, and 

(iii)  the limits of the mutual fund’s use of 
derivatives. 

(4)  State whether any, and if so what proportion, 
of the assets of the mutual fund may or will be 
invested in foreign securities. 

(5)  If the mutual fund may depart temporarily from 
its fundamental investment objectives as a 
result of adverse market, economic, political 
or other conditions, disclose any temporary 
defensive tactics that may be used in 
response to such conditions. 

(6)  If the mutual fund intends to enter into 
securities lending, repurchase or reverse 
repurchase transactions under section 2.12, 
2.13 or 2.14 of National Instrument 81-102 
Investment Funds, include all of the following:  

(a)  a statement that the mutual fund may 
enter into securities lending, repurchase 
or reverse repurchase transactions; 

(b)  a brief description of 

(i)  how those transactions are or will 
be entered into in conjunction with 
other strategies and investments of 
the mutual fund to achieve the 
mutual fund’s investment objectives,  

(ii)  the types of those transactions to be 
entered into and a brief description 
of the nature of each type, and 

(iii)  the limits of the mutual fund’s 
entering into of those transactions. 

(7)  For an index mutual fund, 



Form 81-101F1 

 

- 20 - 

(a)  for the 12-month period immediately 
preceding the date of the simplified 
prospectus, 

(i)  indicate whether one or more 
securities represented more than 
10% of the permitted index or 
permitted indices, 

(ii)  identify that security or those 
securities, and 

(iii)  disclose the maximum percentage 
of the permitted index or permitted 
indices that the security or securities 
represented in the 12-month period, 
and 

(b)  disclose the maximum percentage of the 
permitted index or permitted indices that 
the security or securities referred to in 
paragraph (a) represented at the most 
recent date for which that information is 
available. 

(8)  If the mutual fund intends to sell securities 
short under section 2.6.1 of National 
Instrument 81-102 Investment Funds, 

(a)  state that the mutual fund may sell 
securities short, and 

(b)  briefly describe  

(i)  the short selling process, and 

(ii)  how short sales of securities are or 
will be entered into in conjunction 
with other strategies and 
investments of the mutual fund to 
achieve the mutual fund’s 
investment objectives. 

(9)  In the case of an alternative mutual fund that 
borrows cash in accordance with subsection 
2.6(2) of National Instrument 81-102 
Investment Funds, 

(a)  state that the alternative mutual fund is 
permitted to borrow cash and the 
maximum amount the fund is permitted to 
borrow, and 

(b)  briefly describe how borrowing will be 
used in conjunction with other strategies 
of the alternative mutual fund to achieve 
its investment objectives. 

INSTRUCTION: 

A mutual fund may, in responding to this Item, provide a 
discussion of the general investment approach or 
philosophy followed by the portfolio advisers of the 
mutual fund. 

Item 6 - Investment Restrictions 

(1) Include a statement to the effect that the 
mutual fund is subject to certain restrictions 
and requirements contained in securities 

legislation, including National Instrument 81-
102 Investment Funds, that are designed in 
part to ensure that the investments of the 
mutual fund are diversified and relatively liquid 
and to ensure the proper administration of the 
mutual fund, and state that the mutual fund is 
managed in accordance with these restrictions 
and requirements. 

(2)  If the mutual fund has received the approval of 
a securities regulatory authority to vary any of 
the investment restrictions and requirements 
contained in securities legislation, including 
National Instrument 81-102 Investment Funds, 
provide details of the permitted variations. 

(3)  Describe any restrictions on investments 
adopted by the mutual fund, beyond what is 
required under securities legislation, that do 
not pertain to the fundamental nature of the 
mutual fund. 

(4)  If the mutual fund has relied on the approval 
of the independent review committee and the 
relevant requirements of National Instrument 
81-107 Independent Review Committee for 
Investment Funds to vary any of the 
investment restrictions and requirements 
contained in securities legislation, including 
National Instrument 81-102 Investment Funds, 
provide details of the permitted variations. 

(5)  If the mutual fund has relied on the approval 
of the independent review committee to 
implement a reorganization with, or transfer of 
assets to, another mutual fund or to proceed 
with a change of auditor of the mutual fund as 
permitted by National Instrument 81-102 
Investment Funds, provide details. 

(6)  State any restrictions on the investment 
objectives and investment strategies that arise 
out of any of the following: 

(a)  whether the securities of the mutual fund 
are or will be a qualified investment within 
the meaning of the ITA for plans 
registered under the ITA; 

(b)  whether the securities of the mutual fund 
are or will be recognized as a registered 
investment within the meaning of the ITA. 

(7)  State whether the mutual fund has deviated, 
in the last year, from the provisions of the ITA 
that are applicable to the fund in order for the 
fund’s securities to be either of the following:  

(a)  qualified investments within the meaning 
of the ITA for plans registered under the 
ITA; 

(b)  registered investments within the 
meaning of the ITA. 

(8)  State the consequences of any deviation 
referred to in subsection (7). 
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Item 7 - Description of Securities Offered by the 
Mutual Fund  

(1) Describe the designation of securities, or the 
classes or series of securities, offered by the 
mutual fund under the related simplified 
prospectus and describe all material attributes 
and characteristics of the securities, including, 
for greater certainty, all of the following: 

(a)  dividend or distribution rights; 

(b)  voting rights; 

(c)  liquidation or other rights upon the 
termination of the mutual fund; 

(d)  conversion rights; 

(e)  redemption rights; 

(f)  any procedures necessary to amend any 
of the rights referred to in paragraphs (a) 
to (e). 

(2)  Describe the rights of securityholders to 
approve any of the following: 

(a)  the matters set out in section 5.1 of 
National Instrument 81-102 Investment 
Funds; 

(b)  any matters provided for in the constating 
documents of the mutual fund. 

INSTRUCTIONS: 

(1) If the rights attached to the securities being 
offered are materially limited or qualified by 
those attached to any other class or series 
of securities of the mutual fund or if 
another class or series of securities of the 
mutual fund ranks ahead of or equally with 
the securities being offered, include, as 
part of the disclosure provided, information 
regarding those other securities that will 
enable investors to understand the rights 
attaching to the securities being offered.  

(2)  In responding to the disclosure required by 
paragraph (1)(a), state whether 
distributions are made by the mutual fund 
in cash or reinvested in securities of the 
mutual fund and indicate when 
distributions are made. 

Item 8 - Name, Formation and History of the Mutual 
Fund 

(1) State the full name of the mutual fund and the 
address of its head or registered office. 

(2)  State the laws under which the mutual fund 
was formed and the date and manner of its 
formation. 

(3)  Identify the constating documents of the 
mutual fund and, if material, state whether the 
constating documents have been amended in 
the last 10 years and describe the 
amendments. 

(4)  If the mutual fund’s name has been changed 
in the last 10 years, state the mutual fund’s 
former name or names and the date or dates 
of the name change or changes. 

(5)  Disclose, and provide details about, any major 
events affecting the mutual fund in the last 10 
years. Include information, if applicable, about 
the following:  

(a)  the mutual fund having participated in, or 
been formed from, an amalgamation or 
merger with one or more other mutual 
funds; 

(b)  the mutual fund having participated in 
any reorganization or transfer of assets in 
which the securityholders of another 
issuer became securityholders of the 
mutual fund; 

(c)  any changes in fundamental investment 
objectives or material investment 
strategies; 

(d)  any portfolio adviser changes;  

(e)  any changes in, or of control of, the 
manager;  

(f)  the mutual fund, before it filed a 
prospectus as a mutual fund, having 
existed as a closed-end investment fund, 
non-public mutual fund or other entity. 

INSTRUCTION: 

In disclosing the date on which the mutual fund started, 
use the date on which the securities of the mutual fund 
first became available to the public, which will be on, or 
about, the date of the issuance of the first receipt for a 
prospectus of the mutual fund. For a mutual fund that 
formerly offered its securities privately, disclose this fact. 

Item 9 - Risks 

(1) Set out specific information concerning any 
material risks associated with an investment in 
the mutual fund, under the heading “What Are 
the Risks of Investing in the Fund?”. 

(2)  If securities of a mutual fund representing 
more than 10% of the net asset value of the 
mutual fund are held by a single 
securityholder, including another mutual fund, 
the mutual fund must disclose all of the 
following: 

(a)  the percentage of the net asset value of 
the mutual fund that those securities 
represent as at a date within 30 days of 
the date of the simplified prospectus of 
the mutual fund; 

(b)  the risks associated with a possible 
redemption requested by the 
securityholder.  

(3)  If the mutual fund may hold securities of a 
foreign mutual fund in accordance with 
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paragraph 2.5(3)(b) of National Instrument 81-
102 Investment Funds, disclose the risks 
associated with that investment. 

(4)  For a money market fund, include disclosure 
to the effect that although the mutual fund 
intends to maintain a constant price for its 
securities, there is no guarantee that the price 
will not go up and down. 

(5)  Include specific cross-references to the risks 
described under Item 2 of Part B of this Form 
that are applicable to the mutual fund. 

(6)  If the mutual fund offers more than one class 
or series of securities, disclose the risk that 
the investment performance, expenses or 
liabilities of one class or series may affect the 
value of the securities of another class or 
series, if applicable. 

(7)  For an index mutual fund, disclose that the 
mutual fund may, in basing its investment 
decisions on one or more permitted indices, 
have more of its net asset value invested in 
one or more issuers than is usually permitted 
for mutual funds, and disclose the risks 
associated with that fact, including the 
possible effect of that fact on the liquidity and 
diversification of the mutual fund, its ability to 
satisfy redemption requests and on the 
volatility of the mutual fund. 

(8)  If, at any time during the 12-month period 
immediately preceding the date that is 30 
days before the date of the simplified 
prospectus, more than 10% of the net asset 
value of a mutual fund was invested in the 
securities of an issuer, other than a 
government security or a security issued by a 
clearing corporation, disclose all of the 
following: 

(a)  the name of the issuer and the securities;  

(b)  the maximum percentage of the net asset 
value of the mutual fund that securities of 
that issuer represented during the 12-
month period; 

(c)  the risks associated with these matters, 
including the possible or actual effect of 
that fact on the liquidity and diversification 
of the mutual fund, its ability to satisfy 
redemption requests and on the volatility 
of the mutual fund. 

(9)  As applicable, describe the risks associated 
with the mutual fund entering into 

(a)  derivative transactions for non-hedging 
purposes, 

(b)  securities lending, repurchase or reverse 
repurchase transactions, 

(c)  short sales of securities, and 

(d)  borrowing arrangements.  

(10) In the case of an alternative mutual fund, 
include disclosure explaining that the 
alternative mutual fund is permitted to invest 
in asset classes and use investment 
strategies that are not permitted for other 
types of mutual funds and explain how these 
investment strategies could affect investors’ 
risk of losing money on their investment in the 
fund. 

INSTRUCTIONS: 

(1) Consider the mutual fund’s portfolio 
investments as a whole. 

(2)  Provide the disclosure in the context of the 
mutual fund’s fundamental investment 
objectives and investment strategies, 
outlining the risks associated with any 
particular aspect of those fundamental 
investment objectives and investment 
strategies. 

(3)  Include a discussion of general market, 
political, market sector, liquidity, interest 
rate, foreign currency, diversification, 
credit, legal and operational risks, as 
appropriate. 

(4)  Include a brief discussion of general 
investment risks, such as specific 
company developments, stock market 
conditions and general economic and 
financial conditions in those countries 
where the investments of the mutual fund 
are listed for trading, applicable to the 
particular mutual fund. 

(5)  In responding to subsection (8), it is 
necessary to disclose only that, at a time 
during the 12-month period referred to, 
more than 10% of the net assets of the 
mutual fund were invested in the securities 
of an issuer. Other than the maximum 
percentage required to be disclosed under 
paragraph (8)(b), the mutual fund is not 
required to provide particulars or a 
summary of any such occurrences. 

Item 10 - Investment Risk Classification Methodology  

For a mutual fund, 

(a) state in substantially the following words:  

“The investment risk level of this mutual 
fund is required to be determined in 
accordance with a standardized risk 
classification methodology that is based 
on the mutual fund’s historical volatility as 
measured by the 10-year standard 
deviation of the returns of the mutual 
fund.” 

(b)  if the mutual fund has less than 10 years 
of performance history and complies with 
Item 4 of Appendix F to National 
Instrument 81-102 Investment Funds, 



Form 81-101F1 

 

- 23 - 

provide a brief description of the other 
mutual fund or reference index, as 
applicable, 

(c)  if the other mutual fund or reference 
index referred to in paragraph (b) has 
been changed since the most recently 
filed prospectus, provide details of when 
and why the change was made, and 

(d)  disclose that the standardized risk 
classification methodology used to 
identify the investment risk level of the 
mutual fund is available on request, at no 
cost, by calling [toll free/collect call 
telephone number] or by writing to 
[address]. 

INSTRUCTION: 

Include a brief description of the formulas, methods or 
criteria used by the manager of the mutual fund in 
identifying the investment risk level of the mutual fund. 

Item 11 - Additional Information 

Any disclosure under Item 13 of Part A that does 
not pertain to all the mutual funds described in the 
document must be included here. 

Item 12 - Back Cover 

(1) State the name of the mutual fund or funds 
included in the document or the mutual fund 
family, as well as the name, address and 
telephone number of the manager of the 
mutual fund or funds. 

(2)  State, in substantially the following words: 

“Additional information about the fund[s] is 
available in the fund[’s/s’] Fund Facts 
document, management reports of fund 
performance and financial statements. These 
documents are incorporated by reference into 
this simplified prospectus, which means that 
they legally form part of this document just as 
if they were printed as a part of this document. 

You can get a copy of these documents, at 
your request, and at no cost, by calling [toll-
free/collect] [insert the toll-free telephone 
number or telephone number where collect 
calls are accepted, as required under section 
3.4 of the Instrument], or from your dealer or 
by e-mail at [insert e-mail address]. 

These documents and other information about 
the fund[s], such as information circulars and 
material contracts, are also available [on the 
[insert name of mutual fund] designated 
website at [insert mutual fund’s designated 
website address] or] at www.sedar.com.” 
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Disclosure. For ease of reference, we have moved it to 
the end of the forms.
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NATIONAL INSTRUMENT 81-101 
MUTUAL FUND PROSPECTUS DISCLOSURE 

FORM 81-101F3 
CONTENTS OF FUND FACTS DOCUMENT 

GENERAL INSTRUCTIONS: 

General 

(1) This Form describes the disclosure 
required in a fund facts document for a 
mutual fund.  Each Item of this Form 
outlines disclosure requirements.  
Instructions to help you provide this 
disclosure are in italic type. 

(2) Terms defined in National Instrument 81-
101 Mutual Fund Prospectus Disclosure, 
National Instrument 81-102 Investment 
Funds, National Instrument 81-105 Mutual 
Fund Sales Practices or National 
Instrument 81-106 Investment Fund 
Continuous Disclosure and used in this 
Form have the meanings that they have in 
those national instruments. 

(3) A fund facts document must state the 
required information concisely and in plain 
language. 

(4) Respond as simply and directly as is 
reasonably possible.  Include only the 
information necessary for a reasonable 
investor to understand the fundamental 
and particular characteristics of the mutual 
fund. 

(5) National Instrument 81-101 Mutual Fund 
Prospectus Disclosure requires the fund 
facts document to be presented in a format 
that assists in readability and 
comprehension.  This Form does not 
mandate the use of a specific format or 
template to achieve these goals.  
However, mutual funds must use, as 
appropriate, tables, captions, bullet points 
or other organizational techniques that 
assist in presenting the required disclosure 
clearly and concisely. 

(6) This Form does not mandate the use of a 
specific font size or style but the font must 
be legible.  Where the fund facts document 
is made available online, information must 
be presented in a way that enables it to be 
printed in a readable format. 

(7) A fund facts document can be produced in 
colour or in black and white, and in portrait 
or landscape orientation. 

(8) Except as permitted by subsection (8.1), a 
fund facts document must contain only the 
information that is specifically mandated or 
permitted by this Form. In addition, each 
Item must be presented in the order and 
under the heading or sub-heading 
stipulated in this Form. 

(8.1) A fund facts document may contain a brief 
explanation of a material change or a 
proposed fundamental change. The 
disclosure may be included in a textbox 
before Item 2 of Part I or in the most 
relevant section of the fund facts 
document. If necessary, the mutual fund 
may provide a cross-reference to a more 
detailed explanation at the end of the fund 
facts document. 

(9) A fund facts document must not contain 
design elements (e.g., graphics, photos, 
artwork) that detract from the information 
disclosed in the document. 

Contents of a Fund Facts Document 

(10) Unless the exception in section 3.2.05 of 
National Instrument 81-101 Mutual Fund 
Prospectus Disclosure applies, a fund 
facts document must disclose information 
about only one class or series of securities 
of a mutual fund. Mutual funds that have 
more than one class or series that are 
referable to the same portfolio of assets 
must prepare a separate fund facts 
document for each class or series. 

(11) The fund facts document must be prepared 
on letter-size paper and must consist of 
two Parts: Part I and Part II. 

(12) The fund facts document must begin with 
the responses to the Items in Part I of this 
Form. 

(13) Part I must be followed by the responses to 
the Items in Part II of this Form. 

(14) Each of Part I and Part II must not exceed 
one page in length, unless the required 
information in any section causes the 
disclosure to exceed this limit.  Where this 
is the case, a fund facts document must 
not exceed a total of four pages in length. 

(15) A mutual fund must not attach or bind other 
documents to a fund facts document, 
except those documents permitted under 
Part 5 of National Instrument 81-101 
Mutual Fund Prospectus Disclosure. 

Consolidation of Fund Facts Document into a 
Multiple Fund Facts Document 

(16) Fund facts documents must not be 
consolidated with each other to form a 
multiple fund facts document, except 
as permitted by Part 5 of National 
Instrument 81-101 Mutual Fund 
Prospectus Disclosure.  When a multiple 
fund facts document is permitted under the 
Instrument, a mutual fund must provide 
information about each of the mutual 
funds described in the document on a 
fund-by-fund or catalogue basis and must 
set out for each mutual fund separately the 
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information required by this Form.  Each 
fund facts document must start on a new 
page, and may not share a page with 
another fund facts document. 

Multi-Class Mutual Funds 

(17) As provided in National Instrument 81-102 
Investment Funds, a section, part, class or 
series of a class of securities of a mutual 
fund that is referable to a separate portfolio 
of assets is considered to be a separate 
mutual fund.  Those principles apply to 
National Instrument 81-101 Mutual Fund 
Prospectus Disclosure and this Form. 

PART I - INFORMATION ABOUT THE FUND 

Item 1 - Introduction 

Include at the top of the first page a heading 
consisting of: 

(a) the title “Fund Facts”; 

(b) the name of the manager of the mutual fund; 

(c) the name of the mutual fund to which the fund 
facts document pertains; 

(c.1) if the mutual fund has more than one 
class or series of securities, the name of 
the class or series described in the fund 
facts document; 

(d) the date of the document;  

(e) a brief introduction to the document using 
wording substantially similar to the following: 

This document contains key information you 
should know about [insert name of the 
mutual fund]. You can find more details in 
the fund’s simplified prospectus. Ask your 
representative for a copy, contact [insert 
name of the manager of the mutual fund] at 
[insert if applicable the toll-free number and 
email address of the manager of the mutual 
fund] or visit [insert the mutual fund’s 
designated website];  

(f) state in bold type using wording substantially 
similar to the following: 

Before you invest in any fund, consider how 
the fund would work with your other 
investments and your tolerance for risk; and 

(g) if the fund facts document pertains to an 
alternative mutual fund, textbox disclosure 
using wording substantially similar to the 
following: 

This mutual fund is an alternative mutual 
fund. It is permitted to invest in asset 
classes or use investment strategies that 
are not permitted for other types of mutual 
funds. 

The specific strategies that differentiate this 
fund from other types of mutual funds 

include: [list the features of the alternative 
mutual fund that cause it to fall within the 
definition of “alternative mutual fund” in 
National Instrument 81-102 Investment 
Funds]. 

[Explain how the listed investment 
strategies could affect investors’ risk of 
losing money on their investment in the 
alternative mutual fund.] 

INSTRUCTION: 

The date for a fund facts document that is filed with 
a preliminary simplified prospectus or simplified 
prospectus must be the date of the certificate in the 
simplified prospectus. The date for a fund facts 
document that is filed with a pro forma simplified 
prospectus must be the date of the anticipated 
simplified prospectus. The date for an amended 
fund facts document must be the date of the 
certificate contained in the related amended 
simplified prospectus. 

Item 2 - Quick Facts 

Under the heading “Quick Facts”, include 
disclosure in the form of the following table: 

Fund code: (see instruction 0.1) Fund manager: (see instruction 3.1) 

Date [class/series] started: (see 
instruction 1) 

Portfolio manager: (see 
instruction 4) 

Total value of the fund on [date]: 
(see instruction 2) 

Distributions: (see instruction 5) 

Management expense ratio 
(MER): (see instruction 3) 

Minimum investment: (see 
instruction 6) 

 

INSTRUCTIONS: 

(0.1) At the option of the mutual fund, include all 
recognized and publicly available 
identification codes for the class or series 
of the mutual fund; 

(1) Use the date that the securities of the class 
or series of the mutual fund described in 
the fund facts document first became 
available to the public. 

(2) Specify the net asset value of the mutual 
fund as at a date within 60 days before the 
date of the fund facts document.  The 
amount disclosed must take into 
consideration all classes or series that are 
referable to the same portfolio of assets. 
For a newly established mutual fund, 
simply state that this information is not 
available because it is a new mutual fund. 

(3) Use the management expense ratio (MER) 
disclosed in the most recently filed 
management report of fund performance 
(MRFP) for the mutual fund. The MER 
must be net of fee waivers or absorptions 
and, despite section 15.1(2) of National 
Instrument 81-106 Investment Fund 
Continuous Disclosure, need not include 
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any additional disclosure about the waivers 
or absorptions. For a newly established 
mutual fund that has not yet filed a 
management report of fund performance, 
state that the MER is not available 
because it is a new mutual fund. 

(3.1) Specify the name of the manager of the 
mutual fund; 

(4) Name the mutual fund’s portfolio manager.  
The mutual fund may also name the 
specific individual(s) responsible for 
portfolio selection and if applicable, the 
name of the sub-advisor(s). 

(5) Include disclosure under this element of 
the “Quick Facts” only if distributions are a 
fundamental feature of the mutual fund. 
Disclose the expected frequency and 
timing of distributions. If there is a targeted 
amount for distributions, the mutual fund 
may include this information. 

(6) Specify both the minimum amount for an 
initial investment and for each additional 
investment. This can include minimum 
amounts for pre-authorized contribution 
plans. 

Item 3 - Investments of the Fund 

(1) Briefly set out under the heading “What does 
the fund invest in?” a description of the 
fundamental nature of the mutual fund, or the 
fundamental features of the mutual fund that 
distinguish it from other mutual funds. 

(1.1) In the case of an alternative mutual fund that 
uses leverage, 

(a) disclose the sources of leverage, and 

(b) disclose the maximum aggregate 
exposure to those sources of leverage 
the alternative mutual fund is permitted to 
have. 

(2) For an index mutual fund, 

(a) disclose the name or names of the 
permitted index or permitted indices on 
which the investments of the index mutual 
fund are based, and 

(b) briefly describe the nature of that 
permitted index or those permitted 
indices. 

(3) Include an introduction to the information 
provided in response to subsection (4) and 
subsection (5) using wording similar to the 
following: 

The charts below give you a snapshot of the 
fund’s investments on [insert date]. The 
fund’s investments will change. 

(4) Unless the mutual fund is a newly established 
mutual fund, under the sub-heading “Top 10 

investments [date]”, include a table disclosing 
all of the following: 

(a) the top 10 positions held by the mutual 
fund, each expressed as a percentage of 
the net asset value of the mutual fund; 

(b) the percentage of net asset value of the 
mutual fund represented by the top 10 
positions; 

(c) the total number of positions held by the 
mutual fund. 

(5) Unless the mutual fund is a newly established 
mutual fund, under the sub-heading 
“Investment mix [date]” include at least one, 
and up to two, charts or tables that illustrate 
the investment mix of the mutual fund’s 
investment portfolio. 

(6) For a newly established mutual fund, state the 
following under the sub-headings “Top 10 
investments [date]” and “Investment mix 
[date]”: 

This information is not available 
because this fund is new. 

INSTRUCTIONS: 

(1) Include in the information under “What 
does this fund invest in?” a description of 
what the mutual fund primarily invests in, 
or intends to primarily invest in, or that its 
name implies that it will primarily invest in, 
such as 

(a) particular types of issuers, such 
as foreign issuers, small 
capitalization issuers or issuers 
located in emerging market 
countries; 

(b) particular geographic locations or 
industry segments; or 

(c) portfolio assets other than 
securities. 

(2) Include a particular investment strategy 
only if it is an essential aspect of the 
mutual fund, as evidenced by the name of 
the mutual fund or the manner in which the 
mutual fund is marketed. 

(3) If a mutual fund’s stated objective is to 
invest primarily in Canadian securities, 
specify the maximum exposure to 
investments in foreign markets. 

(3.1) The alternative mutual fund’s aggregate 
exposure to the sources of leverage must 
be expressed as a percentage calculated 
in accordance with section 2.9.1 of 
National Instrument 81-102 Investment 
Funds. 

(4) The information under “Top 10 
investments” and “Investment mix” is 
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intended to give a snapshot of the 
composition of the mutual fund’s 
investment portfolio. The information 
required to be disclosed under these 
sub-headings must be as at a date within 
60 days before the date of the fund facts 
document. The date shown must be the 
same as the one used in Item 2 for the 
total value of the mutual fund. 

(5) If the mutual fund owns more than one 
class of securities of an issuer, those 
classes should be aggregated for the 
purposes of this Item, however, debt and 
equity securities of an issuer must not be 
aggregated. 

(6) Portfolio assets other than securities 
should be aggregated if they have 
substantially similar investment risks and 
profiles. For instance, gold certificates 
should be aggregated, even if they are 
issued by different financial institutions. 

(7) Treat cash and cash equivalents as one 
separate discrete category. 

(8) In determining its holdings for purposes of 
the disclosure required by this Item, a 
mutual fund must, for each long position in 
a derivative that is held by the mutual fund 
for purposes other than hedging and for 
each index participation unit held by the 
mutual fund, consider that it holds directly 
the underlying interest of that derivative or 
its proportionate share of the securities 
held by the issuer of the index participation 
unit. 

(9) If a mutual fund invests substantially all of 
its assets directly or indirectly (through the 
use of derivatives) in securities of one 
other mutual fund, list the 10 largest 
holdings of the other mutual fund and 
show the percentage of the other mutual 
fund’s net asset value represented by the 
top 10 positions. If the mutual fund is not 
able to disclose this information as at a 
date within 60 days before the date of the 
fund facts document, the mutual fund must 
include this information as disclosed by the 
other mutual fund in the other mutual 
fund’s most recently filed fund facts 
document, or its most recently filed 
management report of fund performance, 
whichever is most recent. 

(10) Indicate whether any of the mutual fund’s 
top 10 positions are short positions. 

(11) Each investment mix chart or table must 
show a breakdown of the mutual fund’s 
investment portfolio into appropriate 
subgroups and the percentage of the 
aggregate net asset value of the mutual 
fund constituted by each subgroup. The 
names of the subgroups are not prescribed 

and can include security type, industry 
segment or geographic location. The 
mutual fund should use the most 
appropriate categories given the nature of 
the mutual fund. The choices made must 
be consistent with disclosure provided 
under “Summary of Investment Portfolio” in 
the mutual fund’s MRFP. 

(12) In presenting the investment mix of the 
mutual fund, consider the most effective 
way of conveying the information to 
investors. All tables or charts must be clear 
and legible. 

(13) For new mutual funds where the 
information required to be disclosed under 
“Top 10 investments” and “Investment mix” 
is not available, include the required 
sub-headings and provide a brief 
statement explaining why the required 
information is not available. 

Item 4 - Risks 

(1) Under the heading “How risky is it?”, state the 
following:  

The value of the fund can go down as well as up. 
You could lose money. 

One way to gauge risk is to look at how much a 
fund’s returns change over time. This is called 
“volatility”. 

In general, funds with higher volatility will have 
returns that change more over time. They typically 
have a greater chance of losing money and may 
have a greater chance of higher returns. Funds 
with lower volatility tend to have returns that 
change less over time. They typically have lower 
returns and may have a lower chance of losing 
money. 

(2) Under the sub-heading “Risk rating”, 

(a) using the investment risk classification 
methodology prescribed by Appendix F 
Investment Risk Classification Methodology to 
National Instrument 81-102 Investment Funds, 
identify the investment risk level on the 
following risk scale: 

Low Low to 
medium 

Medium Medium 
to high 

High 

 

(b) unless the mutual fund is a newly established 
mutual fund, include an introduction to the risk 
scale which states the following: 

[Insert name of manager of the mutual fund] 
has rated the volatility of this fund as [insert 
investment risk level identified in paragraph 
(a) in bold type]. 

This rating is based on how much the fund’s 
returns have changed from year to year. It 
doesn’t tell you how volatile the fund will be 
in the future. The rating can change over 
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time. A fund with a low risk rating can still 
lose money. 

(c) for a newly established mutual fund, include 
an introduction to the risk scale which states 
the following: 

[Insert name of manager of the mutual fund] 
has rated the volatility of this fund as [insert 
investment risk level identified in paragraph 
(a) in bold type]. 

Because this is a new fund, the risk rating is 
only an estimate by [insert name of 
manager of the mutual fund]. Generally, the 
rating is based on how much the fund’s 
returns have changed from year to year. It 
doesn’t tell you how volatile the fund will be 
in the future. The rating can change over 
time. A fund with a low risk rating can still 
lose money. 

(d) following the risk scale, state using wording 
substantially similar to the following: 

For more information about the risk rating 
and specific risks that can affect the fund’s 
returns, see the [insert cross-reference to 
the appropriate section of the mutual fund’s 
simplified prospectus] section of the fund’s 
simplified prospectus. 

(3) If the mutual fund does not have any guarantee or 
insurance, under the sub-heading “No 
guarantees”, include a statement using wording 
substantially similar to the following: 

Like most mutual funds, this fund doesn’t 
have any guarantees. You may not get back 
the amount of money you invest. 

(4) If the mutual fund does have a guarantee or 
insurance feature protecting all or some of the 
principal amount of an investment in the mutual 
fund, under the sub-heading “Guarantees”, 
disclose all of the following: 

(a)  the identity of the person or company 
providing the guarantee or insurance; 

(b)  a brief description of the material terms of 
the guarantee or insurance, including the 
maturity date of the guarantee or insurance. 

INSTRUCTIONS: 

(1) Based upon the investment risk 
classification methodology prescribed by 
Appendix F Investment Risk Classification 
Methodology to National Instrument 81-102 
Investment Funds, as at the end of the 
period that ends within 60 days before the 
date of the fund facts document, identify 
where the mutual fund fits on the continuum 
of investment risk levels by showing the full 
investment risk scale set out in Item 4(2)(a) 
and highlighting the applicable category on 
the scale. Consideration should be given to 

ensure that the highlighted investment risk 
rating is easily identifiable. 

Item 5 - Past Performance 

(1) Unless the mutual fund is a newly established 
mutual fund, under the heading “How has the fund 
performed?”, include an introduction using wording 
substantially similar to the following: 

This section tells you how [name of class/series of 
securities described in the fund facts document] 
[units/shares] of the fund have performed over the 
past [insert number of calendar years shown in the 
bar chart required under paragraph (2)(a)] years. 
Returns are after expenses have been deducted. 
These expenses reduce the fund’s returns. 

(1.1)  For a newly established mutual fund, under the 
heading “How has the fund performed?”, include an 
introduction using the following wording: 

 This section tells you how [name of class/series of 
securities described in the fund facts document] 
[units/shares] of the fund have performed. 
However, this information is not available because 
the fund is new. 

(2) Under the sub-heading “Year-by-year returns”, 

(a) for a mutual fund that has completed at least 
one calendar year, include all of the following: 

(i) a bar chart that shows the annual total 
return of the mutual fund, in chronological 
order with the most recent year on the 
right of the bar chart, for the lesser of 

(A)  each of the 10 most recently 
completed calendar years, and 

(B)  each of the completed calendar 
years in which the mutual fund has 
been in existence and which the 
mutual fund was a reporting issuer; 

(ii) an introduction to the bar chart using 
wording substantially similar to the 
following: 

 This chart shows how [name of 
class/series of securities described in the 
fund facts document] [units/shares] of the 
fund performed in each of the past [insert 
number of calendar years shown in the 
bar chart required under paragraph (a)]. 
The fund dropped in value in [for the 
particular years shown in the bar chart 
required under paragraph (a), insert the 
number of years in which the value of the 
mutual fund dropped] of the [insert 
number of calendar years shown in the 
bar chart required in paragraph (a)] years. 
The range of returns and change from 
year to year can help you assess how 
risky the fund has been in the past. It 
does not tell you how the fund will 
perform in the future. 
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(b) for a mutual fund that has not yet completed a 
calendar year, state the following: 

This section tells you how [name of 
class/series of securities described in the fund 
facts document] [units/shares] of the fund 
have performed in past calendar years. 
However, this information is not available 
because the fund has not yet completed a 
calendar year. 

(c) for a newly established mutual fund, state the 
following: 

 This section tells you how [name of 
class/series of securities described in the fund 
facts document] [units/shares] of the fund 
have performed in past calendar years. 
However, this information is not available 
because the fund is new. 

 (3) Under the sub-heading “Best and worst 3-month 
returns”, 

(a) for a mutual fund that has completed at least 
one calendar year, include all of the following: 

(i)  information for the period covered in the 
bar chart required under paragraph (2)(a) 
in the form of the following table: 

 Return 
3 months 
ending 

If you invested 
$1,000 at the 
beginning of the 
period 

Best return (see 
instruction 8) 

(see 
instruction 
10) 

Your investment 
would [rise/drop] to 
(see instruction 12). 

Worst 
return 

(see 
instruction 9) 

(see 
instruction 
11) 

Your investment 
would [rise/drop] to 
(see instruction 13). 

 

(ii) an introduction to the table using wording 
substantially similar to the following: 

This table shows the best and worst 
returns for the [name of class/series of 
securities described in the fund facts 
document] [units/shares] of the fund in a 
3-month period over the past [insert 
number of calendar years shown in the 
bar chart required under paragraph 
(2)(a)]. The best and worst 3-month 
returns could be higher or lower in the 
future. Consider how much of a loss you 
could afford to take in a short period of 
time. 

(b) for a mutual fund that has not yet completed a 
calendar year, state the following: 

This section shows the best and worst returns 
for the [name of class/series of securities 
described in the fund facts document] 
[units/shares] of the fund in a 3-month period. 
However, this information is not available 
because the fund has not yet completed a 
calendar year. 

(c) for a newly established mutual fund, state the 
following: 

This section shows the best and worst returns 
for the [name of class/series of securities 
described in the fund facts document] 
[units/shares] of the fund in a 3-month period. 
However, this information is not available 
because the fund is new. 

(4) Under the sub-heading “Average return”, 

(a) for a mutual fund that has completed at least 
12 consecutive months, include all of the 
following: 

(i) the final value of a hypothetical $1000 
investment in the mutual fund as at the 
end of the period that ends within 60 days 
before the date of the fund facts 
document and consists of the lesser of 

(A) 10 years, and 

(B) the time since inception of the mutual 
fund; 

(ii) the annual compounded rate of return 
that equates the hypothetical $1000 
investment to the final value. 

(b) for a mutual fund that has not yet completed 
12 consecutive months, state the following: 

This section shows the value and annual 
compounded rate of return of a hypothetical 
$1,000 investment in [name of class/series of 
securities described in the fund facts 
document] [units/shares] of the fund. 
However, this information is not available 
because the fund has not yet completed 12 
consecutive months. 

(c) for a newly established mutual fund, state the 
following: 

This section shows the value and annual 
compounded rate of return of a hypothetical 
$1,000 investment in [name of class/series of 
securities described in the fund facts 
document] [units/shares] of the fund. 
However, this information is not available 
because the fund is new. 

INSTRUCTIONS: 

(1) In responding to the requirements of this 
Item, a mutual fund must comply with the 
relevant sections of Part 15 of National 
Instrument 81-102 Investment Funds as if 
those sections applied to a fund facts 
document. 

(2) Use a linear scale for each axis of the bar 
chart required by this Item. 

(3) The x-axis and y-axis for the bar chart 
required by this Item must intersect at zero. 

(4) A mutual fund that distributes different 
classes or series of securities that are 
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referable to the same portfolio of assets 
must show performance data related only to 
the specific class or series of securities 
being described in the fund facts document. 

(5) [Repealed] 

(6) The dollar amounts shown under this Item 
may be rounded up to the nearest dollar. 

(7) The percentage amounts shown under this 
Item may be rounded to one decimal place. 

(8) Show the best rolling 3-month return as at 
the end of the period that ends within 60 
days before the date of the fund facts 
document. 

(9) Show the worst rolling 3-month return as at 
the end of the period that ends within 60 
days before the date of the fund facts 
document. 

(10) Insert the end date for the best 3-month 
return period. 

(11) Insert the end date for the worst 3-month 
return period. 

(12) Insert the final value that would equate with 
a hypothetical $1000 investment for the 
best 3-month return period shown in the 
table. 

(13) Insert the final value that would equate with 
a hypothetical $1000 investment for the 
worst 3-month return period shown in the 
table. 

Item 6 - [Repealed] 

Item 7 - Suitability 

(1) Provide a brief statement of the suitability of 
the mutual fund for particular investors under 
the heading “Who is this fund for?”. Describe 
the characteristics of the investor for whom 
the mutual fund may or may not be an 
appropriate investment, and the portfolios for 
which the mutual fund is and is not suited. 

(2) [Repealed] 

INSTRUCTION: 

If the mutual fund is particularly unsuitable for 
certain types of investors or for certain types of 
investment portfolios, emphasize this aspect of the 
mutual fund. Disclose both the types of investors 
who should not invest in the mutual fund, with 
regard to investments on both a short- and long-
term basis, and the types of portfolios that should 
not invest in the mutual fund. If the mutual fund is 
particularly suitable for investors who have 
particular investment objectives, this can also be 
disclosed. 

Item 8 - Impact of Income Taxes on Investor Returns 

Under the heading “A word about tax”, provide a 
brief explanation of the income tax consequences 
for investors using wording similar to the following: 

In general, you’ll have to pay income tax on any 
money you make on a fund. How much you pay 
depends on the tax laws where you live and 
whether or not you hold the fund in a registered 
plan such as a Registered Retirement Savings 
Plan, or a Tax-Free Savings Account. 

Keep in mind that if you hold your fund in a 
non-registered account, fund distributions are 
included in your taxable income, whether you get 
them in cash or have them reinvested. 

PART II COSTS, RIGHTS AND OTHER INFORMATION 

Item I - Costs of Buying, Owning and Selling the Fund 

1.1 Introduction 

Under the heading “How much does it cost?”, state 
the following: 

The following tables show the fees and expenses 
you could pay to buy, own and sell [name of the 
class/series of securities described in the fund facts 
document] [units/shares] of the fund. The fees and 
expenses - including any commissions - can vary 
among [classes/series] of a fund and among funds. 
Higher commissions can influence representatives 
to recommend one investment over another. Ask 
about other funds and investments that may be 
suitable for you at a lower cost. 

1.2 Illustrations of Different Sales Charge Options 

(1) For a mutual fund with multiple sales charge 
options, include an introduction under the sub-
heading “Sales charges” using wording similar 
to the following: 

You have to choose a sales charge option 
when you buy the fund. Ask about the pros 
and cons of each option. 

(2) Provide information about the sales charges 
payable by an investor under the available 
sales charge options in the form of the 
following table: 

Sales charge 
option What you pay How it works 

 in per cent (%) in dollars ($)  

(see instruction 
1) 

(see 
instruction 2) 

(see 
instruction 3) 

(see 
instruction 4) 

 

(3) If the mutual fund has only one sales charge 
option, replace the introductory statement 
required in paragraph (1) above with a 
statement highlighting the sales charge option 
applicable to the mutual fund. 

(4) If the mutual fund does not have any sales 
charges, replace the introductory statement 
and the table required in paragraph (1) and 
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paragraph (2) above with a general statement 
explaining that no sales charges apply. 

INSTRUCTIONS: 

(1) The mutual fund must disclose all sales 
charge options (e.g., initial sales charge) 
that apply to the class or series being 
described in the fund facts document. It is 
not necessary to disclose sales charge 
options that do not apply to the series or 
class to which the fund facts document 
relates. 

(2) Specify each sales charge option as a 
percentage. For an initial sales charge, 
include a range for the amount that can be 
charged, if applicable. 

(3) Specify each sales charge option in dollar 
terms. For an initial sales charge, include a 
range for the amount that can be charged 
on every $1,000 investment, if applicable. 

(4) Provide a brief overview of the key 
elements of how each sales charge option 
works including: 

 whether the amount payable is 
negotiable; 

 whether the amount payable is 
deducted from the amount paid at the 
time of purchase or from the amount 
received at the time of sale; 

 who pays and who receives the amount 
payable under each sales charge 
option. 

1.3 Fund expenses 

(1) Under the sub-heading “Fund expenses” 
include an introduction using wording similar 
to the following: 

You don’t pay these expenses directly. They 
affect you because they reduce the fund’s 
returns. 

(2) Unless the mutual fund has not yet filed a 
management report of fund performance, 
provide information about the expenses of the 
mutual fund in the form of the following table: 

 Annual rate (as a % of 
the fund’s value) 

Management expense ratio (MER) 
This is the total of the fund’s management 
fee (including the trailing commission) and 
operating expenses. (see instruction 1) 

(see instruction 2) 

Trading expense ratio (TER) 
These are the fund’s trading costs. 

(see instruction 3) 

Fund expenses (see instruction 4) 

 

(3) Unless the mutual fund has not yet filed a 
management report of fund performance, 
above the table required under subsection (2), 

include a statement using wording similar to 
the following: 

As of [see instruction 5], the fund’s expenses 
were [insert amount included in table required 
under subsection (2)]% of its value. This 
equals $ [see instruction 6] for every $1,000 
invested. 

(4) For a mutual fund that has not yet filed a 
management report of fund performance, 
state the following: 

The fund’s expenses are made up of the 
management fee, operating expenses and 
trading costs. The [class’/series’] annual 
management fee is [see instruction 7]% of 
the [class’/series’] value. Because this 
[class/series] is new, operating expenses 
and trading costs are not yet available. 

(5) If the mutual fund pays an incentive fee that is 
determined by the performance of the mutual 
fund, provide a brief statement disclosing the 
amount of the fee and the circumstances in 
which the mutual fund will pay it. 

(6) Under the sub-heading “More about the 
trailing commission”, state whether the 
manager of the mutual fund or another 
member of the mutual fund’s organization 
pays trailing commissions. If trailing 
commissions are paid, include a description 
using wording substantially similar to the 
following: 

The trailing commission is an ongoing 
commission. It is paid for as long as you 
own the fund. It is for the services and 
advice that your representative and their 
firm provide to you. 

[Insert name of fund manager] pays the 
trailing commission to your representative’s 
firm. It is paid from the fund’s management 
fee and is based on the value of your 
investment. The rate depends on the sales 
charge option you choose. 

(7) If applicable, disclose the range of the rates of 
the trailing commission for each sales charge 
option disclosed under Item 1.2.  

INSTRUCTIONS: 

(1) If any fees or expenses otherwise payable 
by the mutual fund were waived or 
otherwise absorbed by a member of the 
organization of the mutual fund, despite 
section 15.1(2) of National Instrument 81-
106 Investment Fund Continuous 
Disclosure, only include a statement in 
substantially the following words: 

[Insert name of the manager of the mutual 
fund] waived some of the fund’s expenses. 
If it had not done so, the MER would have 
been higher. 
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(2) Use the same MER that is disclosed in 
Item 2 of Part I of this Form. 

(2.1) If applicable, include a reference to any 
fixed administration fees in the 
management expense ratio description 
required in the table under Item 1.3(2).  

(3) Use the trading expense ratio disclosed in 
the most recently filed management report 
of fund performance (MRFP) for the mutual 
fund. 

(4) The amount included for fund expenses is 
the amount arrived at by adding the MER 
and the trading expense ratio. Use a bold 
font or other formatting to indicate that fund 
expenses is the total of all ongoing 
expenses set out in the chart and is not a 
separate expense charged to the fund. 

(5) Insert the date of the most recently filed 
management report of fund performance. 

(6) Insert the equivalent dollar amount of the 
ongoing expenses of the fund for each 
$1,000 investment. 

(7) The percentage disclosed for the 
management fee must correspond to the 
percentage shown in the fee table in the 
simplified prospectus. 

(7.1) For a mutual fund that is required to include 
the disclosure under subsection (4), in the 
description of the items that make up fund 
fees, include a reference to any fixed 
administrative fees, if applicable. Also 
disclose the amount of the fixed 
administration fee in the same manner as 
required for the management fee. The 
percentage disclosed for the fixed 
administration fee must correspond to the 
percentage shown in the fee table in the 
simplified prospectus. 

(8) In disclosing the range of rates of trailing 
commissions for each sales charge option, 
show both the percentage amount and 
the equivalent dollar amount for each 
$1000 investment. 

1.4 Other Fees 

(1) Under the sub-heading “Other fees”, provide 
an introduction using wording substantially 
similar to the following: 

You may have to pay other fees when you 
buy, hold, sell or switch [units/shares] of the 
fund. 

(2) Provide information about the amount of fees, 
other than sales charges, payable by an 
investor when they buy, hold, sell or switch 
units or shares of the mutual fund, 
substantially in the form of the following table: 

Fee What you pay 

(see instruction 1) (see instruction 2) 

 

INSTRUCTIONS: 

(1) Under this Item, it is necessary to include 
only those fees that apply to the particular 
class or series of securities of the mutual 
fund. Examples include management fees 
and administration fees payable directly by 
investors, short-term trading fees, switch 
fees and change fees. This also includes 
any requirement for an investor to 
participate in a fee-based arrangement with 
their dealer in order to be eligible to 
purchase the particular class or series of 
securities of the mutual fund. If there are no 
other fees associated with buying, holding, 
selling or switching units or shares of the 
mutual fund, replace the table with a 
statement to that effect. 

(2) Provide a brief description of each fee 
disclosing the amount to be paid as a 
percentage (or, if applicable, a fixed dollar 
amount) and state who charges the fee. If 
the amount of the fee varies so that specific 
disclosure of the amount of the fee cannot 
be disclosed include, where possible, the 
highest possible rate or range for that fee. 

Item 2 - Statement of Rights 

Under the heading “What if I change my mind?”, 
state using wording substantially similar to the 
following: 

Under securities law in some provinces and 
territories, you have the right to: 

 withdraw from an agreement to buy 
mutual funds within two business days 
after you receive a simplified prospectus 
or Fund Facts document, or 

 cancel your purchase within 48 hours 
after you receive confirmation of the 
purchase. 

In some provinces and territories, you also have 
the right to cancel a purchase, or in some 
jurisdictions, claim damages, if the simplified 
prospectus, Fund Facts document or financial 
statements contain a misrepresentation. You must 
act within the time limit set by the securities law in 
your province or territory. 

For more information, see the securities law of 
your province or territory or ask a lawyer. 

Item 3 - More Information About the Fund 

(1) Under the heading “For more information”, 
state using wording substantially similar to the 
following: 
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Contact [insert name of the manager of the 
mutual fund] or your representative for a 
copy of the fund’s simplified prospectus and 
other disclosure documents. These 
documents and the Fund Facts make up the 
fund’s legal documents. 

(2) State the name, address and toll-free 
telephone number of the manager of the 
mutual fund.  If applicable, also state the email 
address and website of the manager of the 
mutual fund. 

(3) State using wording substantially similar to the 
following: 

To learn more about investing in mutual 
funds, see the brochure Understanding 
mutual funds, which is available on the 
website of the Canadian Securities 
Administrators at www.securities-
administrators.ca. 

 

http://www.securities-administrators.ca/
http://www.securities-administrators.ca/
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NATIONAL INSTRUMENT 81-101 
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CONTENTS OF ANNUAL INFORMATION FORM 

GENERAL INSTRUCTIONS:  

General 

(1) This Form describes the disclosure that is 
required in an annual information form of a 
mutual fund.  Each Item of this 
Form outlines disclosure requirements.  
Instructions to help you provide this 
disclosure are printed in italic type. 

(2) Terms defined in National 
Instrument 81-101 Mutual Fund 
Prospectus Disclosure, National 
Instrument 81-102 Investment Funds or 
National Instrument 81-105 Mutual Fund 
Sales Practices and used in this 
Form have the meanings that they have in 
those national instruments.  However, 
subsection 1.3(3) of National 
Instrument 81-102 does not apply to this 
Form. 

(3) An annual information form is intended to 
supplement the information contained in 
the related simplified prospectus.  
Information contained in the related 
simplified prospectus need not be 
repeated except as required to make the 
annual information form comprehensible 
as an independent document.  Generally 
speaking, all of the disclosure required to 
be provided in connection with a particular 
requirement of Form 81-101F1 (“the SP 
Form”) in order to satisfy statutory 
disclosure requirements should be 
contained in the simplified prospectus.  For 
some Items, it may be appropriate to 
expand in the annual information form on 
matters discussed in the simplified 
prospectus; for instance, a mutual fund 
organization may wish to describe in an 
annual information form some of its 
optional services in more detail than in the 
simplified prospectus.  Generally speaking, 
however, an annual information form is 
intended to provide disclosure about 
different matters than those discussed in 
the simplified prospectus, which may be of 
assistance or interest to some investors. 

(4) Unless otherwise required by this Form, 
information may be presented in a different 
format and style in an annual information 
form than in a simplified prospectus.  An 
annual information form is required by 
National Instrument 81-101 to be 
presented in a format that assists in 
readability and comprehension.  This 
Form generally does not mandate the use 
of a specific format to achieve this goal 

and mutual funds are encouraged to use, 
as appropriate, tables, captions, bullet 
points or other organizational techniques 
that assist in presenting the disclosure 
clearly. 

(5) An annual information form may contain 
photographs and artwork only if they are 
relevant to the business of the mutual 
fund, mutual fund family or members of the 
organization of the mutual fund and are not 
misleading. 

(6) As with a simplified prospectus, an annual 
information form is to be prepared using 
plain language.  Reference should be 
made to Part 3 of Companion Policy 
81-101CP for a discussion concerning 
plain language and presentation. 

(7) Any footnotes provided for under any 
Item of this Form may be deleted if the 
substance of the footnotes is otherwise 
provided. 

Contents of an Annual Information Form 

(8) An annual information form pertains to one 
mutual fund but, unlike a simplified 
prospectus, is not required to be divided 
into a discrete Part A section, pertaining to 
general disclosure, and a Part B section, 
pertaining to fund specific disclosure. 

(9) It is not necessary to disclose the Items 
required by this Form in an annual 
information form in any particular order or 
under any particular heading.  This is 
unlike the rule for a simplified prospectus, 
which provides that information contained 
in a simplified prospectus must be in the 
order and under the headings required by 
the SP Form. 

Consolidation of Annual Information Forms into a 
Multiple AIF 

(10) Section 5.4 of National Instrument 81-101 
requires an annual information form to be 
consolidated with one or more other 
annual information forms into a multiple 
AIF if the related simplified prospectuses 
are consolidated into a multiple SP.  As the 
Instrument does not prevent the 
consolidation of annual information forms 
even if the related simplified prospectuses 
are not consolidated, a mutual fund 
organization may prepare one multiple AIF 
that pertains to all of its mutual funds, even 
if the simplified prospectuses for those 
mutual funds are not fully or even partially 
consolidated. 

(11) Unlike the situation with a multiple SP, 
National Instrument 81-101 does not 
permit parts of a multiple AIF to be bound 
separately. 
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(12) Unlike the requirements for a multiple SP, 
there are no requirements that disclosure 
concerning each mutual fund described in 
a multiple AIF be organized in any 
particular manner or order.  In particular, it 
is not necessary to use the catalogue 
approach required to be used in a multiple 
SP in which disclosure about individual 
mutual funds is required to be separately 
presented.  Information may be presented 
separately for each mutual fund, or 
consolidated, at the option of the mutual 
fund organization. 

(13) The requirements in this Form generally 
speak of “a mutual fund”.  These 
requirements apply to each mutual fund to 
which a multiple AIF pertains. 

Multi-Class Mutual Funds 

(14) A mutual fund that has more than one 
class or series that are referable to the 
same portfolio may treat each class or 
series as a separate mutual fund for 
purposes of this Form, or may combine 
disclosure of one or more of the classes or 
series in one annual information form. If 
disclosure pertaining to more than one 
class or series is combined in one annual 
information form, separate disclosure in 
response to each Item in this Form must 
be provided for each class or series unless 
the responses would be identical for each 
class or series. 

(15) As provided in National Instrument 81-102, 
a section, party, class or series of a class 
of securities of a mutual fund that is 
referable to a separate portfolio of assets 
is considered to be a separate mutual 
fund. Those principles are applicable to 
National Instrument 81-101 and this Form. 

Item 1 - Front Cover Disclosure 

1.1 For a Single AIF 

(1) Indicate on the front cover whether the 
document is a preliminary annual information 
form, a pro forma annual information form or 
an annual information form. 

(2) Indicate on the front cover the name of the 
mutual fund to which the annual information 
form pertains. If the mutual fund has more 
than one class or series of securities, indicate 
the name of each of those classes or series 
covered in the annual information form. 

(2.1) If the mutual fund to which the annual 
information form pertains is an alternative 
mutual fund, indicate that fact on the front 
cover, 

(3) Despite securities legislation, state on the 
front cover of a preliminary annual information 
form the following: 

“A copy of this annual information form has 
been filed with [the securities authority(ies) in 
each of/certain of the provinces/provinces and 
territories of Canada] but has not yet become 
final for the purpose of a distribution.  
Information contained in this annual 
information form may not be complete and 
may have to be amended.  The securities 
described in this annual information form may 
not be sold to you until a receipt for the annual 
information form is obtained by the mutual 
fund from the securities regulatory 
[authority(ies)].” 

(4) If a commercial copy of the preliminary annual 
information form is prepared, print the legend 
referred to in subsection (3) in red ink. 

(5) For a preliminary annual information form or 
annual information form, indicate the date of 
the document, which shall be the date of the 
certificates for the document.  This date shall 
be within three business days of the date it is 
filed with the securities regulatory authority.  
Write the date of the document in full, writing 
the name of the month in words. A pro forma 
annual information form need not be dated, 
but may reflect the anticipated date of the 
annual information form. 

(6) State, in substantially the following words: 

“No securities regulatory authority has 
expressed an opinion about these 
[units/shares] and it is an offence to claim 
otherwise.” 

INSTRUCTION: 

Complete the bracketed information in subsection (3) 
above by 

(a) inserting the name of each jurisdiction of 
Canada in which the mutual fund intends 
to offer securities under the prospectus; 

(b) stating that the filing has been made in 
each of the provinces of Canada or each 
of the provinces and territories of Canada; 
or 

(c) identifying the filing jurisdictions of Canada 
by exception (i.e. every province of 
Canada or every province and territory of 
Canada, except [excluded jurisdictions]). 

1.2 For a Multiple AIF 

(1) Indicate on the front cover whether the 
document is a preliminary annual information 
form, a pro forma annual information form or 
an annual information form for each of the 
mutual funds to which the document pertains. 

(2) Indicate on the front cover the names of the 
mutual funds and, at the option of the mutual 
funds, the name of the mutual fund family to 
which the document pertains. If the mutual 
fund has more than one class or series of 
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securities, indicate the name of each of those 
classes or series covered in the document. 

(3) Despite securities legislation, state on the 
front cover of a document that contains a 
preliminary annual information form the 
following: 

“A copy of this annual information form has 
been filed with [the securities authority(ies) in 
each of/certain of the provinces/provinces and 
territories of Canada] but has not yet become 
final for the purpose of a distribution.  
Information contained in this annual 
information form may not be complete and 
may have to be amended.  The securities 
described in this annual information form may 
not be sold to you until a receipt for the annual 
information form is obtained by the mutual 
fund from the securities regulatory 
[authority(ies)].” 

(4) If a commercial copy of a document that 
contains a preliminary annual information form 
is prepared, print the legend referred to in 
subsection (3) in red ink. 

(5) If the document contains a preliminary annual 
information form or annual information form, 
indicate the date of the document, which shall 
be the date of the certificates for the 
document.  This date shall be within three 
business days of the date it is filed with the 
securities regulatory authority.  Write the date 
of the document in full, writing the name of the 
month in words.  A document that is a pro 
forma multiple AIF need not be dated, but may 
reflect the anticipated date of the multiple AIF. 

(6) State, in substantially the following words: 

“No securities regulatory authority has 
expressed an opinion about these 
[units/shares] and it is an offence to claim 
otherwise.” 

INSTRUCTION: 

Complete the bracketed information in subsection (3) 
above by 

(a) inserting the name of each jurisdiction of 
Canada in which the mutual fund intends to 
offer securities under the prospectus; 

(b) stating that the filing has been made in each 
of the provinces of Canada or each of the 
provinces and territories of Canada; or 

(c) identifying the filing jurisdictions of Canada 
by exception (i.e. every province of Canada 
or every province and territory of Canada, 
except [excluded jurisdictions]). 

Item 2 - Table of Contents 

Include a table of contents. 

Item 3 - Name, Formation and History of the Mutual 
Fund 

(1) State the full name of the mutual fund and the 
address of its head or registered office. 

(2) State the laws under which the mutual fund 
was formed and the date and manner of its 
formation. 

(3) Identify the constating documents of the 
mutual fund and, if material, state whether the 
constating documents have been amended in 
the last 10 years and describe the 
amendments. 

(4) If the mutual fund’s name has been changed 
in the last 10 years, state the mutual fund’s 
former name or names and the date on which 
it was changed. 

(5) Disclose, and provide details about, any major 
events affecting the mutual fund in the last 
10 years.  Include information, if applicable, 
about 

(a) the mutual fund having participated in, or 
been formed from, an amalgamation or 
merger with one or more other mutual 
funds; 

(b) the mutual fund having participated in any 
reorganization or transfer of assets in 
which the securityholders of another 
issuer became securityholders of the 
mutual fund; 

(c) any changes in fundamental investment 
objectives or material investment 
strategies; 

(d) any changes in the portfolio adviser or 
changes in, or of control of, the manager; 
and 

(e) the mutual fund, before it filed a 
prospectus as a mutual fund, having 
existed as a closed end investment fund, 
non-public mutual fund or other entity. 

Item 4 - Investment Restrictions 

(1) Include a statement to the effect that the 
mutual fund is subject to certain restrictions 
and practices contained in securities 
legislation, including National 
Instrument 81-102, which are designed in part 
to ensure that the investments of the mutual 
fund are diversified and relatively liquid and to 
ensure the proper administration of the mutual 
fund, and state that the mutual fund is 
managed in accordance with these restrictions 
and practices. 

(2) If the mutual fund has received the approval of 
the securities regulatory authorities to vary 
any of the investment restrictions and 
practices contained in securities legislation, 
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including National Instrument 81-102, provide 
details of the permitted variations. 

(2.1) If the mutual fund has relied on the approval 
of the independent review committee and the 
relevant requirements of NI 81-107 to vary 
any of the investment restrictions and 
practices contained in securities legislation, 
including NI 81-102, provide details of the 
permitted variations. 

(2.2) If the mutual fund has relied on the approval 
of the independent review committee to 
implement a reorganization with, or transfer of 
assets to, another mutual fund or to proceed 
with a change of auditor of the mutual fund as 
permitted by NI 81-102, provide details. 

(3) Describe the nature of any securityholder or 
other approval that may be required in order 
to change the fundamental investment 
objectives and any of the material investment 
strategies to be used to achieve the 
investment objectives. 

(4) State the restrictions on the investment 
objectives and strategies that arise out of any 
of the following matters: 

1. Whether the securities of the mutual fund 
are or will be a qualified investment within 
the meaning of the ITA for retirement 
savings plans, retirement income funds, 
education savings plans, deferred profit 
sharing plans or other plans registered 
under the ITA. 

2. Whether the securities of the mutual fund 
are or will be recognized as a registered 
investment within the meaning of the ITA. 

3. [Repealed] 

(5) State whether the mutual fund has deviated in 
the last year from the rules under the ITA that 
apply to the status of its securities as 

(a) qualified investments within the meaning 
of the ITA for retirement savings plans, 
retirement income funds, education 
savings plans, deferred profit sharing 
plans or other plans registered under the 
ITA; or 

(b) registered investments within the 
meaning of the ITA. 

(c) [Repealed] 

(6) State the consequences of any deviation 
described in response to subsection (5). 

Item 5 - Description of Securities Offered by the 
Mutual Fund 

(1) State the description or the designation of 
securities, or the series or classes of 
securities, offered by the mutual fund under 
the related simplified prospectus and describe 

the securities or all material attributes and 
characteristics, including 

(a) dividend or distribution rights; 

(b) voting rights; 

(c) liquidation or other rights upon the 
termination of the mutual fund; 

(d) conversion rights; 

(e) redemption rights; and 

(f) provisions as to amendment of any of 
these rights or provisions. 

(2) Describe the rights of securityholders to 
approve 

(a) the matters set out in section 5.1 of 
National Instrument 81-102; and 

(b) any matters provided for in the constating 
documents of the mutual fund. 

Item 6 - Valuation of Portfolio Securities 

(1) Describe the methods used to value the 
various types or classes of portfolio assets of 
the mutual fund and its liabilities for the 
purpose of calculating net asset value. 

(1.1) If the valuation principles and practices 
established by the manager differ from 
Canadian GAAP, describe the differences. 

(2) If the manager has discretion to deviate from 
the mutual fund’s valuation practices 
described in subsection (1), disclose when 
and to what extent that discretion may be 
exercised and, if it has been exercised in the 
past three years, provide an example of how it 
has been exercised or, if it has not been 
exercised in the past three years, so state. 

Item 7 - Calculation of Net Asset Value 

(1) State that the issue and redemption price of 
securities of the mutual fund is based on the 
mutual fund’s net asset value next determined 
after the receipt of a purchase order and a 
redemption order.  Describe the method 
followed or to be followed by the mutual fund 
in determining the net asset value. 

(2) State the frequency at which the net asset 
value is determined and the date and time of 
day at which it is determined. 

(2.1) Describe the manner in which the net asset 
value and net asset value per security of the 
mutual fund will be made available to the 
public and state that the information will be 
available at no cost to the public. 

(3) If a money market mutual fund intends to 
maintain a constant net asset value per 
security, disclose this intention and disclose 
how the mutual fund intends to maintain this 
constant net asset value. 
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Item 8 - Purchases and Switches 

(1) Describe the procedure followed or to be 
followed by investors who desire to purchase 
securities of the mutual fund or switch them 
for securities of other mutual funds. 

(2) State that the issue price of securities is 
based on the net asset value of a security of 
that class, or series of a class, next 
determined after the receipt by the mutual 
fund of the purchase order. 

(3) Describe how the securities of the mutual fund 
are distributed.  If sales are effected through a 
principal distributor, give brief details of any 
arrangements with the principal distributor. 

(4) Describe all available purchase options and 
state, if applicable, that the choice of different 
purchase options requires the investor to pay 
different fees and expenses and, if applicable, 
that the choice of different purchase options 
affects the amount of compensation paid by a 
member of the organization of the mutual fund 
to the dealer. 

(5) Disclose that a dealer may make provision in 
arrangements that it has with an investor that 
will require the investor to compensate the 
dealer for any losses suffered by the dealer in 
connection with a failed settlement of a 
purchase of securities of the mutual fund 
caused by the investor. 

(6) For a mutual fund that is being sold on a best 
efforts basis, state whether the issue price will 
be fixed during the initial distribution period, 
and state when the mutual fund will begin 
issuing securities at the net asset value per 
security of the mutual fund. 

Item 9 - Redemption of Securities 

(1) Describe the procedures followed, or to be 
followed, by an investor who desires to 
redeem securities of the mutual fund, 
specifying the procedures to be followed and 
documents to be delivered before a 
redemption order pertaining to securities of 
the mutual fund is accepted by the mutual 
fund for processing and before payment of the 
proceeds of redemption is made by the mutual 
fund. 

(2) State that the redemption price of the 
securities is based on the net asset value of a 
security of that class, or series of a class, next 
determined after the receipt by the mutual 
fund of the redemption order. 

(3) Disclose that a dealer may make provision in 
arrangements that it has with an investor that 
will require the investor to compensate the 
dealer for any losses suffered by the dealer in 
connection with any failure of the investor to 
satisfy the requirements of the mutual fund or 

securities legislation for a redemption of 
securities of the mutual fund. 

(4) Discuss the circumstances under which the 
mutual fund may suspend redemptions of the 
securities of the mutual fund. 

Item 10 - Responsibility for Mutual Fund Operations 

10.1 General 

Describe how each of the following aspects of the 
operations of the mutual fund are administered and 
who administers those functions: 

(a) the management and administration of the 
mutual fund, including valuation services, fund 
accounting and securityholder records, other 
than the management of the portfolio assets; 

(b) the management of the portfolio assets, 
including the provision of investment analysis 
or investment recommendations and the 
making of investment decisions; 

(c) the purchase and sale of portfolio assets by 
the mutual fund and the making of brokerage 
arrangements relating to the portfolio assets; 

(d) the distribution of the securities of the mutual 
fund; 

(e) if the mutual fund is a trust, the trusteeship of 
the mutual fund; 

(f) if the mutual fund is a corporation, the 
oversight of the affairs of the mutual fund by 
the directors of the mutual fund; 

(g) the custodianship of the assets of the mutual 
fund; and 

(h) the oversight of the manager of the mutual 
fund by the independent review committee. 

INSTRUCTION: 

The disclosure required under Item 10.1 may be 
provided separately from, or combined with, the 
detailed disclosure concerning the persons or 
companies that provide services to the mutual fund 
required by Items 10.2 through 10.10. 

10.2 Manager 

(1) State the name, address, telephone number, 
e-mail address and, if applicable, website 
address of the manager of the mutual fund. 

(2) List the names and home addresses in full or, 
alternatively, solely the municipality of 
residence or postal address, and the 
respective positions and offices held with the 
manager and their respective principal 
occupations at, and within the five years 
preceding, the date of the annual information 
form, of all partners, directors and executive 
officers of the manager of the mutual fund at 
the date of the annual information form. 

(3) If a partner, director or executive officer of the 
manager of the mutual fund has held more 
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than one office with the manager of the mutual 
fund within the past five years, state only the 
current office held. 

(4) If the principal occupation of a director or 
executive officer of the manager of the mutual 
fund is with an organization other than the 
manager of the mutual fund, state the 
principal business in which the organization is 
engaged. 

(5) Describe the circumstances under which any 
agreement with the manager of the mutual 
fund may be terminated, and include a brief 
description of the essential terms of this 
agreement. 

10.3 Portfolio Adviser 

(1) If the manager of the mutual fund provides the 
portfolio management services in connection 
with the mutual fund, so state. 

(2) If the manager does not provide portfolio 
management services, state the names and 
municipality of the principal or head office for 
each portfolio adviser of the mutual fund. 

(3) State 

(a) the extent to which investment decisions 
are made by certain individuals employed 
by the manager or a portfolio adviser and 
whether those decisions are subject to 
the oversight, approval or ratification of a 
committee; and 

(b) the name, title, and length of time of 
service of the person or persons 
employed by or associated with either the 
manager or a portfolio adviser of the 
mutual fund who is or are principally 
responsible for the day-to-day 
management of a material portion of the 
portfolio of the mutual fund, implementing 
a particular material strategy or managing 
a particular segment of the portfolio of the 
mutual fund, and each person’s business 
experience in the last five years. 

(4) Describe the circumstances under which any 
agreement with a portfolio adviser of the 
mutual fund may be terminated, and include a 
brief description of the essential terms of this 
agreement. 

10.4 Brokerage Arrangements 

(1) If any brokerage transactions involving the 
client brokerage commissions of the mutual 
fund have been or might be directed to a 
dealer in return for the provision of any good 
or service, by the dealer or a third party, other 
than order execution, state 

(a) the process for, and factors considered 
in, selecting a dealer to effect securities 
transactions for the mutual fund, including 
whether receiving goods or services in 

addition to order execution is a factor, 
and whether and how the process may 
differ for a dealer that is an affiliated 
entity; 

(b) the nature of the arrangements under 
which order execution goods and 
services or research goods and services 
might be provided; 

(c) each type of good or service, other than 
order execution, that might be provided; 
and 

(d) the method by which the portfolio adviser 
makes a good faith determination that the 
mutual fund, on whose behalf the portfolio 
adviser directs any brokerage 
transactions involving client brokerage 
commissions to a dealer in return for the 
provision of any order execution goods 
and services or research goods and 
services, by the dealer or a third party, 
receives reasonable benefit considering 
both the use of the goods or services and 
the amount of client brokerage 
commissions paid. 

(2) Since the date of the last annual information 
form, if any brokerage transactions involving 
the client brokerage commissions of the 
mutual fund have been or might be directed to 
a dealer in return for the provision of any good 
or service, by the dealer or third party, other 
than order execution, state 

(a) each type of good or service, other than 
order execution, that has been provided 
to the manager or the portfolio adviser of 
the mutual fund; and 

(b) the name of any affiliated entity that 
provided any good or service referred to 
in paragraph (a), separately identifying 
each affiliated entity and each type of 
good or service provided by each 
affiliated entity. 

(3) If any brokerage transactions involving the 
client brokerage commissions of the mutual 
fund have been or might be directed to a 
dealer in return for the provision of any good 
or service, by the dealer or a third party, other 
than order execution, state that the name of 
any other dealer or third party that provided a 
good or service referred to in paragraph 
(2)(a), that was not disclosed under paragraph 
(2)(b), will be provided upon request by 
contacting the mutual fund or mutual fund 
family at [insert telephone number] or at 
[insert mutual fund or mutual fund family e-
mail address]. 

INSTRUCTIONS: 

Terms defined in NI 23-102 - Use of Client 
Brokerage Commissions have the same meaning 
where used in this Item. 
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10.5 Principal Distributor 

(1) If applicable, state the name and address of 
the principal distributor of the mutual fund. 

(2) Describe the circumstances under which any 
agreement with the principal distributor of the 
mutual fund may be terminated, and include a 
brief description of the essential terms of this 
agreement. 

10.6 Directors, Executive Officers and Trustees 

(1) List the names and home addresses in full or, 
alternatively, solely the municipality of 
residence or postal address, and the principal 
occupations at, or within the five years 
preceding, the date of the annual information 
form, of all directors or executive officers of an 
incorporated mutual fund or of the individual 
trustee or trustees, if any, of a mutual fund 
that is a trust. 

(2) State, for a mutual fund that is a trust, the 
names and municipality of residence for each 
person or company that is responsible for 
performing the trusteeship function of the 
mutual fund. 

(3) Indicate, for an incorporated mutual fund, all 
positions and offices with the mutual fund then 
held by each person named in response to 
subsection (1). 

(4) If the principal occupation of a director, 
executive officer or trustee is that of a partner, 
director or executive officer of a company 
other than the mutual fund, state the business 
in which the company is engaged. 

(5) If a director or executive officer of an 
incorporated mutual fund has held more than 
one position in the mutual fund, state only the 
first and last position held. 

(6) For a mutual fund that is a limited partnership, 
provide the information required by this 
Item for the general partner of the mutual 
fund, modified as appropriate. 

10.7 Custodian 

(1) State the name, municipality of the principal or 
head office, and nature of business of the 
custodian and any principal sub-custodian of 
the mutual fund. 

(2) Describe generally the sub-custodian 
arrangements of the mutual fund. 

INSTRUCTION: 

A “principal sub-custodian” is a sub-custodian to 
whom custodial authority has been delegated in 
respect of a material portion or segment of the 
portfolio assets of the mutual fund. 

10.8 Auditor 

State the name and municipality of the auditor of 
the mutual fund. 

10.9 Registrar 

If applicable, state the name of the registrar of 
securities of the mutual fund and the municipalities 
in which the register of securities of the mutual fund 
are kept. 

10.9.1 Securities Lending Agent 

(1) State the name of each securities lending 
agent of the mutual fund and the municipality 
of each securities lending agent's principal or 
head office. 

(2) State whether any securities lending agent of 
the mutual fund is an affiliate or associate of 
the manager of the mutual fund. 

(3) Briefly describe the essential terms of each 
agreement with each securities lending agent. 
Include the amount of collateral required to be 
delivered in connection with a securities 
lending transaction as a percentage of the 
market value of the loaned securities, and 
briefly describe any indemnities provided in, 
and the termination provisions of, each such 
agreement. 

10.9.2 Cash Lender  

(1) In the case of an alternative mutual fund, state 
the name of each person or company that has 
entered into an agreement to lend money to 
the alternative mutual fund or provides a line 
of credit or similar lending arrangement to the 
alternative mutual fund.  

(2)  State whether any person or company named 
in subsection (1) is an affiliate or associate of 
the manager of the alternative mutual fund. 

10.10 Other Service Providers 

State the name, municipality of the principal or 
head office, and the nature of business of each 
other person or company that provides services 
relating to portfolio valuation, securityholder 
records, fund accounting, or other material 
services, in respect of the mutual fund, and 
describe the material features of the contractual 
arrangements by which the person or company has 
been retained. 

10.11 Designated Website 

State, in substantially the following words: 

“A mutual fund is required to post certain regulatory 
disclosure documents on a designated website. 
The designated website(s) of the mutual fund(s) 
this document pertains to, can be found at the 
following location(s): [insert the mutual fund’s 
designated website address or addresses as 
applicable].” 

Item 11 - Conflicts of Interest 

11.1 Principal Holders of Securities 

(1) The information required in response to this 
Item shall be given as of a specified date 
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within 30 days before the date of the annual 
information form. 

(2) Disclose the number and percentage of 
securities of each class or series of voting 
securities of the mutual fund and of the 
manager of the mutual fund owned of record 
or beneficially, directly or indirectly, by each 
person or company that owns of record, or is 
known by the mutual fund or the manager to 
own beneficially, directly or indirectly, more 
than 10 percent of any class or series of 
voting securities, and disclose whether the 
securities are owned both of record and 
beneficially, of record only, or beneficially 
only. 

(3) For any entity that is named in response to 
subsection (2), disclose the name of any 
person or company of which that entity is a 
“controlled entity”. 

(4) If any person or company named in respect of 
subsection (2) owns of record or beneficially, 
directly or indirectly, more than 10 percent of 
any class of voting securities of the principal 
distributor of the mutual fund, disclose the 
number and percentage of securities of the 
class so owned. 

(5) Disclose the percentage of securities of each 
class or series of voting or equity securities 
beneficially owned, directly or indirectly, in 
aggregate, by all the directors, senior officers 
and trustees 

(a) of the mutual fund 

(i) in the mutual fund if the aggregate 
level of ownership exceeds 
10 percent, 

(ii) in the manager, or 

(iii) in any person or company that 
provides services to the mutual fund 
or the manager; and 

(b) of the manager 

(i) in the mutual fund if the aggregate 
level of ownership exceeds 
10 percent, 

(ii) in the manager, or 

(iii) in any person or company that 
provides services to the mutual fund 
or the manager. 

(6) Disclose the percentage of securities of each 
class or series of voting or equity securities 
beneficially owned, directly or indirectly, in 
aggregate, by all the independent review 
committee members of the mutual fund 

(a) in the mutual fund if the aggregate level 
of ownership exceeds 10 percent, 

(b) in the manager, or 

(c) in any person or company that provides 
services to the mutual fund or the 
manager. 

11.2 Affiliated Entities 

(1) State whether any person or company that 
provides services to the mutual fund or the 
manager in relation to the mutual fund is an 
affiliated entity of the manager, and show the 
relationships of those affiliated entities in the 
form of an appropriately labelled diagram. 

(2) State that disclosure of the amount of fees 
received from the mutual fund by each person 
or company described in subsection (1) is 
contained in the audited financial statements 
of the mutual fund. 

(3) Identify any individual who is a director or 
senior officer of the mutual fund or partner, 
director or officer of the manager and also of 
any affiliated entity of the manager described 
in response to subsection (1), and give 
particulars of the relationship. 

INSTRUCTIONS: 

(1) A person or company is an “affiliated entity” 
of another person or company if one is a 
subsidiary entity of the other or if both are 
subsidiary entities of the same person or 
company or if each of them is a controlled 
entity of the same person or company. 

(2) A person or company is a “controlled entity” 
of a person or company if 

(a) in the case of a person or company 

(i) voting securities of the first 
mentioned person or company 
carrying more than 50 percent 
of the votes for the election of 
directors are held, otherwise 
than by way of security only, by 
or for the benefit of the other 
person or company, and 

(ii) the votes carried by the 
securities are entitled, if 
exercised, to elect a majority of 
the directors of the 
first-mentioned person or 
company; 

(b) in the case of a partnership that does 
not have directors, other than a 
limited partnership, the 
second-mentioned person or 
company holds more than 50 percent 
of the interests in the partnership; or 

(c) in the case of a limited partnership, 
the general partner is the second 
mentioned person or company. 

(3) A person or company is a “subsidiary entity” 
of another person or company if 
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(a) it is a controlled entity of 

(i) that other, 

(ii) that other and one or more 
persons or companies, each of 
which is a controlled entity of 
that other, or 

(iii) two or more persons or 
companies, each of which is a 
controlled entity of that other; or 

(b) it is a subsidiary entity of a person 
or company that is that other’s 
subsidiary entity. 

(4) For the purposes of subsection (1) of 
Item 11.2, the provision of services 
includes the provision of brokerage 
services in connection with execution of 
portfolio transactions for the mutual fund. 

11.3 Dealer Manager Disclosure 

If the mutual fund is dealer managed, disclose this 
fact and that the mutual fund is subject to the 
restrictions set out in section 4.1 of National 
Instrument 81-102, and summarize section 4.1 of 
National Instrument 81-102. 

Item 12 - Fund Governance 

(1) Provide detailed information concerning the 
governance of the mutual fund, including 
information concerning 

(a) the mandate and responsibilities of the 
independent review committee and the 
reasons for any change in the 
composition of the independent review 
committee since the date of the most 
recently filed annual information form; 

(a.1)any other body or group that has 
responsibility for fund governance and the 
extent to which its members are 
independent of the manager of the mutual 
fund; and 

(b) descriptions of the policies, practices or 
guidelines of the mutual fund or the 
manager relating to business practices, 
sales practices, risk management 
controls and internal conflicts of interest, 
and if the mutual fund or the manager 
have no such policies, practices or 
guidelines, a statement to that effect. 

(2) If the mutual fund intends to use derivatives or 
sell securities short, describe the policies and 
practices of the mutual fund to manage the 
risks associated with engaging in those types 
of transactions. 

(3) In the disclosure provided under 
subsection (2), include disclosure of 

(a) whether there are written policies and 
procedures in place that set out the 

objectives and goals for derivatives 
trading and short selling and the risk 
management procedures applicable to 
those transactions; and 

(b) who is responsible for setting and 
reviewing the policies and procedures 
referred to in paragraph (a), how often 
are the policies and procedures reviewed, 
and the extent and nature of the 
involvement of the board of directors or 
trustee in the risk management process; 

(c) whether there are trading limits or other 
controls on derivative trading or short 
selling in place and who is responsible for 
authorizing the trading and placing limits 
or other controls on the trading; 

(d) whether there are individuals or groups 
that monitor the risks independent of 
those who trade; and 

(e) whether risk measurement procedures or 
simulations are used to test the portfolio 
under stress conditions. 

(4) If the mutual fund intends to enter into 
securities lending, repurchase or reverse 
repurchase transactions, describe the policies 
and practices of the mutual fund to manage 
the risks associated with those transactions. 

(5) In the disclosure provided under 
subsection (4), include disclosure of 

(a) the involvement of an agent to administer 
the transactions on behalf of the mutual 
fund, and the details of the instructions 
provided by the mutual fund to the agent 
under the agreement between the mutual 
fund and the agent; 

(b) whether there are written policies and 
procedures in place that set out the 
objectives and goals for securities 
lending, repurchase transactions or 
reverse repurchase transactions, and the 
risk management procedures applicable 
to the mutual fund’s entering into of those 
transactions; 

(c) who is responsible for setting and 
reviewing the agreement referred to in 
paragraph (a) and the policies and 
procedures referred to in paragraph (b), 
how often the policies and procedures are 
reviewed, and the extent and nature of 
the involvement of the board of directors 
or trustee in the risk management 
process; 

(d) whether there are limits or other controls 
in place on the entering into of those 
transactions by the mutual fund and who 
is responsible for authorizing those limits 
or other controls on those transactions; 
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(e) whether there are individuals or groups 
that monitor the risks independent of 
those who enter into those transactions 
on behalf of the mutual fund; and 

(f) whether risk measurement procedures or 
simulations are used to test the portfolio 
under stress conditions. 

(6) If the mutual fund held securities of other 
mutual funds during the year, provide details 
on how the manager of the mutual fund 
exercised its discretion with regard to the 
voting rights attached to the securities of the 
other mutual funds when the securityholders 
of the other mutual funds were called upon to 
vote. 

(7) Unless the mutual fund invests exclusively in 
non-voting securities, describe the policies 
and procedures that the mutual fund follows 
when voting proxies relating to portfolio 
securities including 

(a) the procedures followed when a vote 
presents a conflict between the interests 
of securityholders and those of the mutual 
fund’s manager, portfolio adviser, or any 
affiliate or associate of the mutual fund, 
its manager or its portfolio adviser; 

(b) any policies and procedures of the mutual 
fund’s portfolio adviser, or any other third 
party, that the mutual fund follows, or that 
are followed on the mutual fund’s behalf, 
to determine how to vote proxies relating 
to portfolio securities. 

State that the policies and procedures that the 
mutual fund follows when voting proxies 
relating to portfolio securities are available on 
request, at no cost, by calling [toll-free/collect 
call telephone number] or by writing to 
[address]. 

(8) State that the mutual fund’s proxy voting 
record for the most recent period ended June 
30 of each year is available free of charge to 
any securityholder of the mutual fund upon 
request at any time after August 31 of that 
year.  If the proxy voting record is available on 
the mutual fund’s website, provide the website 
address. 

(9) Describe the policies and procedures of the 
mutual fund relating to the monitoring, 
detection and deterrence of short-term trades 
of mutual fund securities by investors.  If the 
mutual fund has no such policies and 
procedures, provide a statement to that effect. 

(10) Describe any arrangements, whether formal 
or informal, with any person or company, to 
permit short-term trades in securities of the 
mutual fund, including 

(a) the name of such person or company, 
and 

(b) the terms of such arrangements, 
including 

(i) any restrictions imposed on the 
short-term trades; and 

(ii) any compensation or other 
consideration received by the 
manager, the mutual fund or any 
other party pursuant to such 
arrangements. 

INSTRUCTIONS: 

(1) The disclosure provided under this 
Item should make appropriate distinctions 
between the risks associated with the 
intended use by the mutual fund of 
derivatives for hedging purposes as 
against the mutual fund’s intended use of 
derivatives for non-hedging purposes. 

(2) If the mutual fund has an independent 
review committee, state in the disclosure 
provided under paragraph (1)(b) that 
NI 81-107 requires the manager to have 
policies and procedures relating to 
conflicts of interest. 

(3) The mutual fund’s proxy voting policies and 
procedures must address the requirements 
of section 10.2 of National Instrument 
81-106 Investment Fund Continuous 
Disclosure. 

Item 13 - Fees and Expenses 

13.1 Management Fee Rebate or Distribution 
Programs 

(1) Disclose details of all arrangements that are in 
effect or will be in effect during the currency of 
the annual information form that will result, 
directly or indirectly, in one securityholder in 
the mutual fund paying as a percentage of the 
securityholder’s investment in the mutual fund 
a management fee that differs from that 
payable by another securityholder. 

(2) In the disclosure required by subsection (1), 
describe 

(a) who pays the management fee; 

(b) whether a reduced fee is paid at the 
relevant time or whether the full fee is 
paid at that time with a repayment of a 
portion of the management fee to follow 
at a later date; 

(c) who funds the reduction or repayment of 
management fees, when the reduction or 
repayment is made and whether it is 
made in cash or in securities of the 
mutual fund; 

(d) whether the differing management fees 
are negotiable or calculated in 
accordance with a fixed schedule; 
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(e) if the management fees are negotiable, 
the factors or criteria relevant to the 
negotiations and state who negotiates the 
fees with the investor; 

(f) whether the differing management fees 
payable are based on the number or 
value of the securities of the mutual fund 
purchased during a specified period or 
the number or value of the securities of 
the mutual fund held at a particular time; 
and 

(g) any other factors that could affect the 
amount of the management fees payable. 

(3) Disclose the income tax consequences to the 
mutual fund and its securityholders of a 
management fee structure that results in one 
securityholder paying a management fee that 
differs from another. 

Item 14 - Income Tax Considerations 

(1) State in general terms the bases upon which 
the income and capital receipts of the mutual 
fund are taxed. 

(2) State in general terms the income tax 
consequences to the holders of the securities 
offered of 

(a) any distribution to the holders in the form 
of dividends or otherwise, including 
amounts reinvested in securities of the 
mutual fund; 

(b) the redemption of securities; 

(c) the issue of securities; and 

(d) any transfers between mutual funds. 

Item 15 - Remuneration of Directors, Officers and 
 Trustees 

(1) If the management functions of the mutual 
fund are carried out by employees of the 
mutual fund, provide for those employees the 
disclosure concerning executive 
compensation that is required to be provided 
for executive officers of an issuer under 
securities legislation. 

(2) Describe any arrangements under which 
compensation was paid or payable by the 
mutual fund during the most recently 
completed financial year of the mutual fund, 
for the services of directors of the mutual fund, 
members of an independent board of 
governors or advisory board of the mutual 
fund and members of the independent review 
committee of the mutual fund, including the 
amounts paid, the name of the individual and 
any expenses reimbursed by the mutual fund 
to the individual 

(a) in that capacity, including any additional 
amounts payable for committee 
participation or special assignments; and 

(b) as consultant or expert. 

(3) For a mutual fund that is a trust, describe the 
arrangements, including the amounts paid and 
expenses reimbursed, under which 
compensation was paid or payable by the 
mutual fund during the most recently 
completed financial year of the mutual fund for 
the services of the trustee or trustees of the 
mutual fund. 

INSTRUCTION: 

The disclosure required under Item 15(1) regarding 
executive compensation for management functions 
carried out by employees of a mutual fund must be 
made in accordance with the disclosure 
requirements of Form 51-102F6 Statement of 
Executive Compensation. 

Item 16 - Material Contracts 

(1) List and provide particulars of 

(a) the articles of incorporation, continuation 
or amalgamation, the declaration of trust 
or trust agreement of the mutual fund, the 
limited partnership agreement or any 
other constating or establishing 
documents of the mutual fund; 

(b) any agreement of the mutual fund or 
trustee with the manager of the mutual 
fund; 

(c) any agreement of the mutual fund, the 
manager or trustee with the portfolio 
adviser or portfolio advisers of the mutual 
fund; 

(d) any agreement of the mutual fund, the 
manager or trustee with the custodian of 
the mutual fund; 

(e) any agreement of the mutual fund, the 
manager or trustee with the principal 
distributor of the mutual fund; and 

(f) any other contract or agreement that is 
material to the mutual fund. 

(2) State a reasonable time at which and place 
where the contracts or agreements listed in 
response to subsection (1) may be inspected 
by prospective or existing securityholders. 

(3) Include, in describing particulars of contracts, 
the date of, parties to, consideration paid by 
the mutual fund under, termination provisions 
of, and general nature of, the contracts. 

INSTRUCTION: 

This Item does not require disclosure of contracts 
entered into in the ordinary course of business of 
the mutual fund. 

Item 17 - Legal and Administrative Proceedings 

(1) Describe briefly any ongoing legal and 
administrative proceedings material to the 
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mutual fund, to which the mutual fund, its 
manager or principal distributor is a party. 

(2) For all matters disclosed under subsection (1), 
disclose 

(a) the name of the court or agency having 
jurisdiction; 

(b) the date on which the proceeding was 
instituted; 

(c) the principal parties to the proceeding; 

(d) the nature of the proceeding and, if 
applicable, the amount claimed; and 

(e) whether the proceedings are being 
contested and the present status of the 
proceedings. 

(3) Provide similar disclosure about any 
proceedings known to be contemplated. 

(4) Describe the penalties or sanctions imposed 
and the grounds on which they were imposed 
or the terms of any settlement agreement and 
the circumstances that gave rise to the 
settlement agreement, if the manager of the 
mutual fund, or a director or officer of the 
mutual fund or the partner, director or officer 
of the manager of the mutual fund has, 

(a) in the 10 years before the date of the 
simplified prospectus, been subject to any 
penalties or sanctions imposed by a court 
or securities regulator relating to trading 
in securities, promotion or management 
of a publicly-traded mutual fund, or theft 
of fraud, or been subject to any other 
penalties or sanctions imposed by a court 
or regulatory body that would be likely to 
be considered important to a reasonable 
investor in determining whether to 
purchase securities of the mutual fund; or 

(b) in the 10 years before the date of the 
simplified prospectus but after the date 
that National Instrument 81-101 came 
into force, entered into a settlement 
agreement with a court, securities 
regulatory or other regulatory body, in 
relation to any of the matters referred to 
in paragraph (a). 

(5) If the manager of the mutual fund, or a 
director or officer of the mutual fund or the 
partner, director or officer of the manager of 
the mutual fund has, within the 10 years 
before the date of the simplified prospectus, 
been subject to any penalties or sanctions 
imposed by a court or securities regulator 
relating to trading in securities, promotion or 
management of a publicly traded mutual fund, 
or theft or fraud, or has entered into a 
settlement agreement with a regulatory 
authority in relation to any of these matters, 
describe the penalties or sanctions imposed 

and the grounds on which they were imposed 
or the terms of the settlement agreement. 

Item 18 - Other Material Information 

(1) Give particulars of any other material facts 
relating to the securities proposed to be 
offered that are not otherwise required to be 
disclosed by this Form or the SP Form. 

(2) Provide any specific disclosure required or 
permitted to be disclosed in a prospectus 
under securities legislation that is not 
otherwise required to be disclosed by this 
Form. 

(3) Subsection (2) does not apply to requirements 
of securities legislation that are form 
requirements for a prospectus. 

INSTRUCTION: 

The disclosure provided under subsection (2) may 
also be provided under Item 12 of Part A or Item 14 
of Part B of the SP Form.  If the disclosure is 
provided under one of these Items, it need not be 
provided under this Item. 

Item 19 - Certificate of the Mutual Fund 

(1) Include a certificate of the mutual fund that 
states: 

(a) for a simplified prospectus and annual 
information form, 

 “This annual information form, together 
with the simplified prospectus and the 
documents incorporated by reference into 
the simplified prospectus, constitute full, 
true and plain disclosure of all material 
facts relating to the securities offered by 
the simplified prospectus, as required by 
the securities legislation of [insert the 
jurisdictions in which qualified] and do not 
contain any misrepresentations.” 

(b) for an amendment to a simplified 
prospectus or annual information form 
that does not restate the simplified 
prospectus or annual information form, 

 “This amendment no. [specify 
amendment number and date], together 
with the [amended and restated] annual 
information form dated [specify], 
[amending and restating the annual 
information form dated [specify],] [as 
amended by (specify prior amendments 
and dates)] and the [amended and 
restated] simplified prospectus dated 
[specify], [amending and restating the 
simplified prospectus dated [specify],] [as 
amended by (specify prior amendments 
and dates)] and the documents 
incorporated by reference into the 
[amended and restated] simplified 
prospectus, [as amended,] constitute full, 
true and plain disclosure of all material 
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facts relating to the securities offered by 
the [amended and restated] simplified 
prospectus, [as amended,] as required by 
the securities legislation of [insert the 
jurisdictions in which qualified] and do not 
contain any misrepresentations.”, and 

(c) for an amendment that amends and 
restates a simplified prospectus or annual 
information form, 

 “This amended and restated annual 
information form dated [specify], 
amending and restating the annual 
information form dated [specify] [,as 
amended by (specify prior amendments 
and dates)], together with the [amended 
and restated] simplified prospectus dated 
[specify] [, amending and restating the 
simplified prospectus dated [specify]] [,as 
amended by (specify prior amendments 
and dates)] and the documents 
incorporated by reference into the 
[amended and restated] simplified 
prospectus, [as amended,] constitute full, 
true and plain disclosure of all material 
facts relating to the securities offered by 
the [amended and restated] simplified 
prospectus, [as amended,] as required by 
the securities legislation of [insert the 
jurisdictions in which qualified] and do not 
contain any misrepresentations.” 

(1.1) For a non-offering prospectus, change 
“securities offered by the simplified 
prospectus” to “securities previously issued by 
the mutual fund” wherever it appears in the 
statement in Item 19(1)(a). 

(2) The certificate required to be signed by the 
mutual fund shall, if the mutual fund is 
established as a trust, be signed 

(a) if any trustee of the mutual fund is an 
individual, by each individual who is a 
trustee or by a duly authorized attorney of 
the individual; or 

(b) if any trustee of the mutual fund is a body 
corporate, by the duly authorized signing 
officer or officers of the body corporate. 

(3) Despite subsection (2), if the declaration of 
trust or trust agreement establishing the 
mutual fund delegates the authority to do so, 
or otherwise authorizes a person to do so, the 
certificate form required to be signed by the 
trustee or trustees of the mutual fund may be 
signed by the person to whom the authority is 
delegated or who is authorized. 

(4) Despite subsections (2) and (3), if the trustee 
of the mutual fund is also its manager, the 
certificate shall indicate that it is being signed 
by the person or company both in its capacity 
of trustee and in its capacity as manager of 

the mutual fund and shall be signed in the 
manner prescribed by Item 20. 

Item 20 - Certificate of the Manager of the Mutual 
Fund 

(1) Include a certificate of the manager of the 
mutual fund in the same form as the certificate 
signed by the mutual fund. 

(2) The certificate shall, if the manager is a 
company, be signed by the chief executive 
officer and the chief financial officer of the 
manager, and on behalf of the board of 
directors of the manager by any two directors 
of the manager other than the chief executive 
officer or chief financial officer, duly authorized 
to sign. 

(3) Despite subsection (2), if the manager has 
only three directors, two of whom are the chief 
executive officer and chief financial officer, the 
certificate required by subsection (2) to be 
signed on behalf of the board of directors of 
the manager shall be signed by the remaining 
director of the manager. 

Item 21 - Certificate of Each Promoter of the Mutual 
Fund 

(1) Include a certificate of each promoter of the 
mutual fund in the same form as the certificate 
signed by the mutual fund. 

(2) The certificate to be signed by the promoter 
shall be signed by any officer or director of the 
promoter duly authorized to sign. 

Item 22 - Certificate of the Principal Distributor of the 
Mutual Fund 

(1) Include a certificate of the principal distributor 
of the mutual fund that states: 

“To the best of our knowledge, information 
and belief, this annual information form, 
together with the simplified prospectus and 
the documents incorporated by reference 
into the simplified prospectus, constitute full, 
true and plain disclosure of all material facts 
relating to the securities offered by the 
simplified prospectus, as required by the 
securities legislation of [insert the 
jurisdictions in which qualified] and do not 
contain any misrepresentations.” 

(2) The certificate to be signed by the principal 
distributor shall be signed by any officer or 
director of the principal distributor duly 
authorized to sign. 

INSTRUCTION: 

For a mutual fund that has a principal distributor, the 
certificate required by this Item is necessary to satisfy the 
requirements of securities legislation that an underwriter 
sign a certificate to a prospectus. 
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Item 23 - Exemptions and Approvals 

(1) Describe all exemptions from, or approvals 
under, this Instrument, National 
Instrument 81-102, National 
Instrument 81-105 or National Policy 
Statement No. 39, obtained by the mutual 
fund or the manager that continue to be relied 
upon by the mutual fund or the manager. 

(2) Include the disclosure required by 
subsection (1) in the section of the annual 
information form that describes the matter to 
which the exemption pertains. 

Item 24 - Back Cover 

(1) State on the back cover the name of the 
mutual fund or funds included in the annual 
information form or the mutual fund family, as 
well as the name, address and telephone 
number of the manager of the mutual fund or 
funds. 

(2) State, in substantially the following words: 

 Additional information about the Fund[s] 
is available in the Fund [‘s / s’] Fund 
Facts, management reports of fund 
performance and financial statements. 

 You can get a copy of these documents 
at no cost by calling [toll-free/collect] 
[insert the toll-free telephone number or 
telephone number where collect calls are 
accepted, as required by section 3.4 of 
the Instrument], or from your dealer or by 
e-mail at [insert e-mail address]. 

 These documents and other information 
about the Fund[s], such as information 
circulars and material contracts, are also 
available on the [insert name of mutual 
fund manager] internet site at [insert 
fund’s Internet site] or at www.sedar.com. 
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PART 1 - PURPOSE OF THE COMPANION POLICY 

1.1 Purpose of the Companion Policy - The purpose 
of this Companion Policy is to state the views of 
the Canadian Securities Administrators (CSA or 
we) on various matters relating to the Instrument, 
including, 

(a) a discussion of the general approach taken by 
the CSA in, and the general regulatory 
purpose for, the Instrument; 

(b) explanation and discussion of various parts of 
the Instrument; and 

(c) examples of some matters described in the 
Instrument. 

PART 2 - PURPOSE AND GENERAL APPROACH OF 
THE INSTRUMENT 

2.1 Purpose of the Instrument 

(1) The purpose of the Instrument is to ensure 
that the offering disclosure regime for mutual 
funds provides investors with disclosure 
documents that clearly and concisely state 
information that investors should consider in 
connection with an investment decision about 
the mutual fund, while recognizing that 
different investors have differing needs in 
receiving disclosure. 

(2) The disclosure regime for mutual funds is built 
on two main principles: 

 providing investors with key information 
about a mutual fund; and 

 providing the information in a simple, 
accessible and comparable format. 

(3) We use the following approaches in the 
Instrument to achieve the principles referred 
to in subsection (2): 

1. The Instrument has been designed so 
that fund companies prepare offering 
disclosure documents that investors 
would find helpful in making investment 
decisions. 

2. The Instrument contemplates the use of 
two disclosure documents by a mutual 
fund: 

 a simplified prospectus; and 

 a summary document called the 
‘fund facts’, which contains key 
information about a mutual fund. 

Together with the financial statements, 
the management reports of fund 
performance and other documents 
incorporated by reference, these 

documents contain full, true and plain 
disclosure about the mutual fund. 

3. Subsection 4.1(1) of the Instrument 
requires that the simplified prospectus 
and fund facts document be prepared 
using plain language and in a format that 
assists in readability and comprehension. 
The Instrument and related forms provide 
detailed requirements on the content and 
format of these documents. 

(4) Mutual funds, managers and participants in 
the mutual fund industry should prepare 
disclosure documents and carry out delivery in 
a manner that is consistent with the spirit and 
intent of the Instrument. 

2.1.1 Fund Facts Document 

(1) The Instrument requires that the fund facts 
document be in plain language, be no longer 
than 4 pages in length, and highlight key 
information important to investors, including 
performance, risk and cost.  The fund facts 
document is incorporated by reference into 
the simplified prospectus. 

(2) The Instrument and Form 81-101F3 set out 
detailed requirements on the content and 
format of a fund facts document, while 
allowing some flexibility to accommodate 
different kinds of mutual funds. The 
requirements are designed to ensure that the 
information in a fund facts document of a 
mutual fund is clear, concise, understandable 
and easily comparable with information in the 
fund facts document of other mutual funds. 

(3) To help write the fund facts document in plain 
language, mutual fund companies can use the 
Flesch-Kincaid methodology to assess the 
readability of a fund facts document. The 
Flesch-Kincaid grade level scale is a 
methodology that rates the readability of a text 
to a corresponding grade level and can be 
determined by the use of Flesch-Kincaid tests 
built into commonly used word processing 
programs. The CSA will generally consider a 
grade level of 6.0 or less on the Flesch-
Kincaid grade level scale to indicate that a 
fund facts document is written in plain 
language. For French-language documents, 
mutual fund companies may wish to consider 
using other appropriate readability tools. 

(4) The Instrument requires delivery of the fund 
facts document, which satisfies the 
prospectus delivery requirements under 
applicable securities legislation. The CSA also 
encourages the use and distribution of the 
fund facts document as a key part of the sales 
process in helping to inform investors about 
mutual funds they are considering for 
investment. 

(5) [Repealed] 
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2.2 Simplified Prospectus 

(1) A simplified prospectus is the prospectus for 
the purposes of securities legislation. While 
the Instrument requires delivery of a fund facts 
document to an investor in connection with a 
purchase, an investor may also request 
delivery a copy of the simplified prospectus, or 
any other documents incorporated by 
reference into the simplified prospectus. 

(2) The Instrument and Form 81-101F1 set out 
detailed requirements on the content and 
format of a simplified prospectus. The 
requirements enable the information about a 
mutual fund to be clear, concise, 
understandable, well-organized and to easily 
compare one mutual fund with another. 

(3)  A person granted an exemption from a 
requirement in Form 81-101F1 or Form 81-
101F2 prior to January 6, 2022, is exempt, 
after January 5, 2022, from any substantially 
similar requirement in Form 81-101F1.  

(4)  A person granted an exemption from a 
requirement in securities legislation prior to 
January 6, 2022 on the condition that certain 
disclosure be provided in an annual 
information form prepared in accordance with 
Form 81-101F2, may, after January 5, 2022, 
provide such disclosure in a simplified 
prospectus prepared in accordance with Form 
81-101F1. 

2.3 [Repealed] 

2.4 Financial Statements and Management Reports 
of Fund Performance 

The Instrument requires that the mutual fund’s 
most recently audited financial statements, any 
interim financial reports filed after those audited 
statements, the mutual fund’s most recently filed 
annual management report of fund performance 
and any interim management report of fund 
performance filed after that annual management 
report be provided upon request to any person or 
company requesting them. Like the fund facts 
document, these financial statements and 
management reports of fund performance are 
incorporated by reference into the simplified 
prospectus. The result is that future filings of these 
documents will be incorporated by reference into 
the simplified prospectus, while superseding the 
financial statements and management reports of 
fund performance previously filed. 

2.5 Filing and Delivery of Documents 

(1) Section 2.3 of the Instrument distinguishes 
between documents that are required by 
securities legislation to be “filed” with the 
securities regulatory authority or regulator and 
those that must be “delivered” or “sent” to the 
securities regulatory authority or regulator. 
Documents that are “filed” are on the public 
record. Documents that are “delivered” or 

“sent” are not necessarily on the public record. 
All documents required to be filed under the 
Instrument must be filed in accordance with 
National Instrument 13-101 System for 
Electronic Document Analysis and Retrieval 
(SEDAR). 

(2) Section 1.1 of the Instrument defines 
“business day” as any day other than a 
Saturday, Sunday or a statutory holiday. In 
some cases, a statutory holiday may only be a 
statutory holiday in one jurisdiction. The 
definition of business day should be applied in 
each local jurisdiction in which a prospectus is 
being filed. For example, section 5.1.2 of the 
Instrument states that the date of the 
certificate in a simplified prospectus must be 
within 3 business days before the filing of the 
simplified prospectus. The certificates in the 
simplified prospectus are dated Day 1. Day 2 
is a statutory holiday in Québec but not in 
Alberta. If the simplified prospectus is filed in 
both Alberta and Québec, it must be filed no 
later than Day 4 in order to comply with the 
requirement in section 5.1.2 of the Instrument, 
despite the fact that Day 2 was not a business 
day in Québec. If the simplified prospectus is 
filed only in Québec, it could be filed on Day 5. 

2.5.1 Personal Information Forms 

(1) If mutual funds are relying upon a previously 
delivered personal information form or 
predecessor personal information form, 
mutual funds are reminded that the responses 
to certain questions in the form must still be 
correct.  Accordingly, in order to meet these 
requirements mutual funds should obtain 
appropriate confirmations from the individual 
concerned. 

(2) Paragraphs 2.3(1.1)(c) and 2.3(2.1)(c) of the 
Instrument require that in certain 
circumstances a mutual fund deliver a copy of 
a previously delivered personal information 
form, or “alternative information that is 
satisfactory to the regulator”. Our 
interpretation of what would potentially be 
alternative information that is satisfactory to 
the regulator is, with respect to the previous 
delivery of an individual’s personal information 
form, the System for Electronic Document 
Analysis and Retrieval (SEDAR) project 
number and name of the issuer.  In most 
cases this information will be sufficient.  Staff 
will contact mutual funds in cases where it is 
not.  Mutual funds wishing to proceed in this 
manner should provide the information in the 
cover letter for the preliminary or pro forma 
simplified prospectus. 

(3) If a mutual fund is delivering a copy of a 
previously delivered personal information form 
pursuant to paragraphs 2.3(1.1)(c) and 
2.3(2.1)(c) of the instrument, the mutual fund 
should deliver it as a personal information 
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form on SEDAR, in the same way that a new 
personal information form would be delivered. 

2.6 Supporting Documents 

(1) [Repealed] 

(2) Subsection 2.3(6) of the Instrument permits 
certain material contracts to be filed with 
certain commercial or financial information 
deleted in order to keep this information 
confidential. For example, specific fees and 
expenses and non-competition clauses could 
be kept confidential under this provision. In 
these cases, the benefits of disclosing the 
information to the public are outweighed by 
the potentially adverse consequences to 
mutual fund managers and portfolio advisers. 
However, the basic terms of these 
agreements must be included in the contracts 
that are filed, such as provisions relating to 
the term and termination of the agreements 
and the rights and responsibilities of the 
parties to the agreements. 

2.7 Amendments 

(1) Subsection 2.3(5.1) of the Instrument requires 
an amendment to a simplified prospectus to 
be filed whenever an amendment to a fund 
facts document is filed. If the substance of the 
amendment to the fund facts document would 
not require a change to the text of the 
simplified prospectus, the amendment to the 
simplified prospectus would consist only of the 
certificate page referring to the mutual fund to 
which the amendment to the fund facts 
document pertains. 

(2) Paragraph 2.1(1)(e) of the Instrument requires 
a mutual fund to file an amendment to a fund 
facts document when a material change to the 
mutual fund occurs that requires a change to 
the disclosure in the fund facts document. 
This mirrors the requirement in 
paragraph 11.2(1)(d) of National Instrument 
81-106 Investment Fund Continuous 
Disclosure.  We would not generally consider 
changes to the top 10 investments, 
investment mix or year-by-year returns of the 
mutual fund to be material changes. We would 
generally consider changes to the mutual 
fund’s investment objective to be material 
changes under securities legislation. 

(2.1) General Instruction (8.1) of Form 81-101F3 
permits a mutual fund to disclose a material 
change and proposed fundamental change, 
such as a proposed merger, in an amended 
and restated fund facts document. We would 
permit flexibility in selecting the appropriate 
section of the amended and restated fund 
facts document to describe the material 
change or proposed fundamental change. 
However, we also expect that the variable 
sections of the fund facts document, such as 
the Top 10 investments and investment mix, 

to be updated within 60 days before the date 
of the fund facts document. In addition, if a 
mutual fund completes a calendar year or files 
a management report of fund performance 
prior to the filing of the amended and restated 
fund facts document, we expect the fund facts 
document to reflect the updated information. 

(3) A commercial copy of an amended and 
restated simplified prospectus can be created 
by reprinting the entire document or by putting 
stickers on an existing document that provide 
the new text created by the amendment. If 
stickers are used, one sticker will be required 
for the substance of the amendments and a 
separate sticker will be required for the cover 
page of the document that describes the type 
and date of the document, as applicable. 

(4) Subsection 2.2(4) of the Instrument requires 
that any amendment to a fund facts document 
can only take the form of an amended and 
restated fund facts document. Accordingly, the 
commercial copy of an amended and restated 
fund facts document can only be created by 
reprinting the entire document. 

(5) The requirements in section 2.2 of the 
Instrument apply to an amendment to a full 
simplified prospectus and to an amendment 
only to a Part A or Part B section of a 
simplified prospectus in cases where the 
Part A and Part B sections are bound 
separately. Section 2.2 of the Instrument 
requires amendments to various parts of a 
multiple SP to be evidenced as follows: 

1. Multiple SP with Part A and the Part B 
sections bound together. An 
amendment to either or both of the Part A 
or Part B sections could be in the form of 
a free standing amending instrument that 
would be delivered to investors with the 
rest of the multiple SP. The amending 
instrument would be identified, in 
accordance with subsection 2.2(3) of the 
Instrument, as “Amendment No. [insert 
number], dated [date of amendment] to 
the simplified prospectus document for 
the [name of funds] dated [date of original 
document]”. Or, the amendment could be 
in the form of a restated and amended 
multiple SP document, identified as such 
in accordance with subsection 2.2(3). 

2. Multiple SP with Part A and the Part B 
sections bound separately. If there is 
an amendment to the Part A section of 
the document but not to a Part B section, 
the amendment could be in the form of an 
amending document or an amended and 
restated Part A document. An amending 
document could be identified as 
“Amendment No. [insert number], dated 
[date of amendment], to the Part A 
section of the simplified prospectuses of 
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the [name of funds] dated [original date of 
multiple SP]”, and the amended and 
restated Part A document could be 
identified as “Amended and Restated 
Simplified Prospectuses dated [date of 
amendment] of the [name of funds], 
amending and restating the Simplified 
Prospectuses dated [original date of 
document]”. 

3. In the circumstances described in 
paragraph 2 above, no amendment is 
required to be made to the Part B 
sections of the multiple SP. The footer 
that is required by Item 1 of Part B of 
Form 81-101F1 to be on the bottom of 
each page of a Part B section will 
continue to show the date of the original 
Part A document. For this reason, the 
amended Part A document must be 
identified in a way that shows the date of 
the amendments and the original date of 
the document so that investors know that 
it relates to the corresponding Part B 
sections. 

4. If there is an amendment to a Part B 
section of a multiple SP with Part A and 
Part B sections bound separately the 
amendment must be made by way of an 
amended and restated Part B document, 
whether or not an amendment is being 
made to the Part A section. If no 
amendment to the Part A section is being 
made, no amendment is required to the 
Part A document. The amended and 
restated Part B document will include a 
statement in the footer required by Item 1 
of Part B of Form 81-101F1 that identifies 
the document as a document that 
amends and restates the original Part B 
document. 

(6) Subsection 2.2(4) of the Instrument requires 
an amendment to a fund facts document to be 
in the form of an amended and restated fund 
facts document. An amended fund facts 
document does not have to be otherwise 
identified, except for the date of the 
amendment. 

(7) An amendment to a prospectus of a mutual 
fund, even if it amends and restates the 
prospectus, does not change the date under 
Canadian securities legislation by which the 
mutual fund must renew the prospectus. That 
date, which is commonly referred to as the 
“lapse date” for the prospectus, remains that 
date established under securities legislation. 
An amendment to a fund facts document will 
also not change the lapse date for a 
prospectus. 

(8) Securities legislation says that a person or 
company must not distribute securities, unless 
a preliminary prospectus and a prospectus 

have been filed and receipts have been 
issued by the securities regulatory authority or 
regulator. This requirement also applies to 
mutual funds. If a mutual fund adds a new 
class or series of securities to a simplified 
prospectus that is referable to a new separate 
portfolio of assets, a preliminary simplified 
prospectus must be filed, together with a 
preliminary fund facts document. However, if 
the new class or series of securities is 
referable to an existing portfolio of assets, the 
new class or series may be added by an 
amendment to the simplified prospectus. In 
this case, a preliminary fund facts document 
for the new class or series must still be filed, 
as set out in subparagraph 2.1(1)(d)(iii) of the 
instrument. 

2.8 Websites 

Section 2.3.1 of the Instrument requires a mutual 
fund to post its fund facts document on its 
designated website. A fund facts document should 
remain on the designated website at least until the 
next fund facts document for the mutual fund is 
posted. A fund facts document must be displayed 
in an easily visible and accessible location on the 
designated website. It should also be presented in 
a format that is convenient for both reading online 
and printing on paper. 

PART 3 - PLAIN LANGUAGE AND PRESENTATION 

3.1 Plain Language 

Subsection 4.1(1) of the Instrument requires that a 
simplified prospectus and fund facts document be 
written in plain language. The reason for using 
“plain language” is to communicate in a way that 
the audience could immediately understand what 
you tell them. The plain language approach 
focuses on the needs and abilities of the audience 
to ensure that the content of a communication is 
relevant, the organization of the information is 
logical, the language is appropriate and the 
presentation is visually appealing. 

Mutual funds should consider the following plain 
language techniques in preparing their documents: 

 Organize the document into clear, concise 
sections, paragraphs and sentences. 

 Use: 

 common everyday words 

 technical, legal and business terms only 
when unavoidable and provide clear and 
concise explanations for them 

 the active voice 

 short sentences and paragraphs 

 a conversational and personal tone 

 examples and illustrations to explain 
abstract concepts. 
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 Avoid: 

 superfluous words 

 unnecessary technical, legal and 
business jargon 

 vague boilerplate wording 

 glossaries and defined terms unless they 
aid in understanding the disclosure 

 abstractions by using more concrete 
terms or examples 

 excessive detail 

 multiple negatives. 

3.2 Presentation 

(1) Subsection 4.1(1) requires that a simplified 
prospectus and fund facts document be 
presented in a format that assists in 
readability and comprehension. The 
Instrument and related forms also set out 
certain aspects of a simplified prospectus and 
fund facts document that must be presented in 
a required format, requiring some information 
to be presented in the form of tables, charts or 
diagrams. Within these requirements, mutual 
funds have flexibility in the format used for 
simplified prospectuses and fund facts 
documents. 

The formatting of documents can contribute 
substantially to the ease with which the 
document can be read and understood. 
Mutual funds should consider using the 
following formatting ideas when preparing 
their documents: 

 reasonably-sized, easy-to-read typefaces 

 headings that are clearly differentiated 
from the body text 

 bulleted or numbered lists 

 margins, boxes or shading to highlight 
information or for supplementary 
information 

 tables, graphs and diagrams for complex 
information 

 “question and answer” format to organize 
information 

 sufficient white space on each page 

 images, colour, lines and other graphical 
elements 

 avoiding the use of upper-case, bold, 
italic or underlining in blocks of text 

 avoiding full-justified margins. 

(2) We think documents would be easier to read 
and understand with the use of the design 

features set out in subsection (1). The use of 
logos and pictures that accurately depict 
aspects of the mutual fund industry, the 
mutual fund or mutual fund family or products 
and services offered by the mutual fund family 
may also aid in comprehension and 
readability. However we think that an 
excessive use or crowding of design features 
might make the documents more difficult to 
read or understand. 

(3) On occasion, we have seen amendments to 
simplified prospectuses prepared in highly 
legal and technical styles. For example, some 
amendments merely reference specific lines 
or sections of a simplified prospectus that are 
being amended, without providing the reader 
with a restated section or an explanation for 
the changes. In addition, some amendments 
have been presented in the form of 
photocopies of some other documents, such 
as meeting materials, with the word 
“amendment” written on the top of the 
photocopy. We think that these approaches 
are inappropriate ways of amending a 
simplified prospectus under the Instrument. 

Material changes to mutual funds must be 
described in a format that assists in readability 
and comprehension, as required by 
subsection 4.1(1) of the Instrument. 
Amendments should be expressed clearly, 
and in a manner that enables the reader to 
easily read and understand both the 
amendment and the revised sections of the 
relevant document. This manner of expression 
may require the preparation of either an 
amended and restated simplified prospectus 
or a clearly worded amendment insert for the 
existing simplified prospectus. Any 
amendment to a fund facts document must be 
in the form of an amended and restated fund 
facts document. 

PART 4 - THE MULTIPLE SP 

4.1 General Provisions Relating to a Multiple SP 

(1) A consolidated “simplified prospectus” 
pertaining to a number of mutual funds is in 
law a number of separate simplified 
prospectuses, one simplified prospectus for 
each mutual fund.  Further, a receipt issued 
by the securities regulatory authority or 
regulator in connection with a consolidated 
“simplified prospectus” in law represents a 
separate receipt for the simplified prospectus 
pertaining to each mutual fund. The 
Instrument and Form 81-101F1 make clear 
that a simplified prospectus under the 
Instrument pertains to one mutual fund and 
use the term “multiple SP” to refer to a 
document that contains more than one 
simplified prospectus. 
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(2) Under the Instrument, a simplified prospectus 
consists of two sections: a Part A section, 
which provides introductory information about 
the mutual fund, general information about 
mutual funds and information applicable to the 
mutual funds managed by the mutual fund 
organization, and a Part B section, which 
contains specific information about the mutual 
fund. 

(3) The Instrument states that simplified 
prospectuses must not be consolidated to 
form a multiple SP unless the Part A 
section of each simplified prospectus is 
substantially similar.  We think the term 
“substantially similar” would be applicable in 
this context if there is a high degree of 
similarity among the Part A sections of the 
simplified prospectuses that are proposed to 
be consolidated.  This option would be 
available generally to mutual funds in the 
same mutual fund family that are administered 
by the same entities and operated in the same 
manner.  There may be some deviation 
among the disclosure that would be provided 
for some of the mutual funds; those deviations 
have been largely contemplated by Form 81-
101F1. 

(4) In order to maximize flexibility for mutual fund 
organizations and improve the accessibility of 
disclosure provided to investors, the 
Instrument allows the Part B sections of a 
multiple SP to be bound separately from the 
Part A section.  In addition, the Instrument 
permits the physical separation of each Part B 
section that pertains to a different mutual fund.  
This would permit an investor to be provided 
with a Part A section that described the 
mutual fund family and mutual fund 
organization generally, and only the mutual 
fund-specific disclosure that relates to the 
mutual fund or mutual funds in which the 
investor is interested.  This approach could 
permit a “back pocket” approach in which the 
Part B sections of a simplified prospectus 
could be inserted in a pocket of the Part A 
section of the document. 

(5) The Instrument contains no restrictions on 
how many simplified prospectuses can be 
consolidated into a multiple SP. 

4.2 Adding Additional Funds to a Multiple SP 

(1) Mutual funds may create and file a document 
that contains both a pro forma simplified 
prospectus and a preliminary simplified 
prospectus in order to include the disclosure 
of a new mutual fund in documents that 
already pertain to existing mutual funds. 

(2) A new mutual fund may be added to a multiple 
SP that contains final simplified prospectuses. 
In this case, an amended multiple SP 
containing disclosure of the new mutual fund, 

as well as a new fund facts document for each 
class or series of the new mutual fund would 
be filed. The preliminary filing would constitute 
the filing of a preliminary simplified prospectus 
and fund facts document for the new mutual 
fund, and a draft amended and restated 
simplified prospectus for each existing mutual 
fund. The final filing of documents would 
include a simplified prospectus and fund facts 
document for the new mutual fund, and an 
amended and restated simplified prospectus 
for each previously existing mutual fund. An 
amendment to an existing fund facts 
document would generally not be necessary.  

(3) An amendment to a prospectus of a mutual 
fund does not change the “lapse date” of the 
prospectus under Canadian securities 
legislation.  Mutual funds are encouraged to 
pay particular attention to this issue when 
following the procedures described in 
subsection (2). 

PART 4.1 - THE FUND FACTS DOCUMENT 

4.1.1 General Purposes 

The general purposes of the offering disclosure 
regime for mutual funds and of the fund facts 
document are described in section 2.1 of this 
Policy. 

This Part provides guidance to preparers of the 
fund facts document in meeting those purposes. 

A sample fund facts document is set out in 
Appendix A to this Policy. The sample is provided 
for illustrative purposes only. 

4.1.2 Multiple Class Mutual Funds 

The purpose for the requirements on the content 
and format of a fund facts document is to give 
investors the opportunity to easily compare the key 
information of one mutual fund to another. For 
many mutual funds, the class or series may affect 
not only the management expense ratio and 
performance, but a number of other considerations 
as well, such as minimum investment amounts, 
distributions, suitability, dealer compensation and 
sales charge options. For this reason, the 
Instrument requires a fund facts document to be 
prepared for each class and each series of a 
mutual fund that is referable to the same portfolio 
of assets. 

4.1.3 Filings 

(1) Section 2.1 of the Instrument requires that a 
fund facts document for each class and series 
of the securities of a mutual fund be filed 
concurrently with the mutual fund’s simplified 
prospectus. 

(2) The most recently filed fund facts document 
for a mutual fund is incorporated by reference 
into the simplified prospectus under 
section 3.1 of the Instrument, with the result 
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that any fund facts document filed under the 
Instrument after the date of receipt for the 
simplified prospectus supersedes the fund 
facts document previously filed. 

(3) Section 2.3.1 of the Instrument requires a fund 
facts document filed under Part 2 of the 
Instrument to be posted by the mutual fund on 
its designated website. Only a final fund facts 
document filed under the Instrument should 
be posted on a designated website. A 
preliminary or pro forma fund facts document, 
for example, should not be posted. 

4.1.4 Additional Information 

Paragraph 4.1(3)(d) of the Instrument requires a 
fund facts document to include only information 
that is specifically mandated or permitted by the 
required Form 81-101F3. 

4.1.5 Format 

The Instrument requires a mutual fund to use the 
headings and sub-headings stipulated in the 
Instrument and Form 81-101F3. 

PART 5 - THE SIMPLIFIED PROSPECTUS 

5.1 General Purposes 

The general purposes of a simplified prospectus 
are described in section 2.1 of this Policy.  This 
Part provides guidance to preparers of simplified 
prospectuses in meeting those purposes. 

5.2 Catalogue Approach 

The Instrument requires that a multiple SP must 
present the fund-specific, or Part B, disclosure 
about each fund using a catalogue approach.  That 
is, the disclosure about each mutual fund must be 
presented separately from the disclosure about 
each other mutual fund. 

5.2.1 Accessibility of a Simplified Prospectus 

Mutual funds, managers, and dealers should 
encourage investors who want more information 
about a mutual fund to request and read the 
simplified prospectus and any of the documents 
incorporated by reference into the simplified 
prospectus. The Instrument requires that a 
simplified prospectus or any of the documents 
incorporated by reference be sent within three 
business days of a request. 

5.3 Additional Information 

(1) Paragraph 4.1(2)(a) of the Instrument 
provides that a simplified prospectus must 
provide all information briefly and concisely. 
Paragraph 4.1(2)(e) of the Instrument requires 
that a simplified prospectus must include only 
educational material or information that is 
specifically mandated or permitted by Form 
81-101F1. 

(2) Deleted 

(3) Item 12 of Part A and Item 14 of Part B of 
Form 81-101F1 permit disclosure of 
information required or permitted by securities 
legislation or by an order or ruling of the 
securities regulatory authority pertaining to the 
mutual fund that is not otherwise required to 
be disclosed by Form 81-101F1.  This addition 
has been made to ensure that such 
information is not technically prohibited from 
being included in a simplified prospectus by 
paragraph 4.1(2)(e) of the Instrument.  
Instruction (1) to Item 12 of Part A of 
Form 81-101F1 contains examples of the type 
of disclosure that may be appropriately 
included under these Items. 

5.4 Inclusion of Educational Material 

(1) Paragraph 4.1(2)(e) of the Instrument permits 
educational material to be included in a 
simplified prospectus. There are no 
requirements on the location of any 
educational material. However, the CSA 
thinks that educational material will be more 
useful if placed close to mandated disclosure 
to which it substantively relates. 

(2) Educational material contained in a simplified 
prospectus is subject to the general 
requirements of the Instrument and should be 
presented in a manner consistent with the rest 
of the simplified prospectus. That is, the 
educational material should be concise, clear 
and not detract from the clarity or presentation 
of the information in the simplified prospectus. 

(3) The definition of “educational material” 
contained in section 1.1 of the Instrument 
excludes material that promotes a particular 
mutual fund or mutual fund family, or the 
products or services offered by the mutual 
fund or mutual fund family.  A mutual fund, 
mutual fund family or those products or 
services may be referred to in educational 
material as an example if the reference does 
not promote those entities, products or 
services. Mutual funds should ensure that any 
material included within, attached to or bound 
with a simplified prospectus is educational 
material within the meaning of this definition. 

5.5 Format 

A simplified prospectus must use the headings and 
specified sub-headings exactly as they are set out 
in the Instrument. If no sub-headings are specified, 
a simplified prospectus may include additional sub-
headings under the required headings. 

PART 6 – [REPEALED] 

PART 7 - DELIVERY 

7.1 Delivery of the Simplified Prospectus 

The Instrument contemplates delivery to all 
investors of a fund facts document in accordance 
with the requirements in securities legislation. It 
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does not require the delivery of the simplified 
prospectus, or any other documents incorporated 
by reference into the simplified prospectus, unless 
requested. Mutual funds or dealers may also 
provide investors with any of the other disclosure 
documents incorporated by reference into the 
simplified prospectus. 

7.2  Pre-Sale Delivery of the Fund Facts Document  

(1)  The Instrument requires a fund facts 
document to be delivered before a dealer 
accepts an instruction for the purchase of a 
security of a mutual fund. The purpose of pre-
sale delivery of a fund facts document is to 
provide a purchaser with key information 
about the mutual fund that will inform a 
purchase decision. What constitutes “before” 
is intended to be flexible, provided it occurs 
within a reasonable timeframe before the 
purchaser’s instruction to purchase. 
Accordingly, the Canadian securities 
regulatory authorities would generally expect 
that delivery of a fund facts document will 
occur within a timeframe that provides a 
purchaser with a reasonable opportunity to 
consider the information in the fund facts 
document before proceeding with the 
transaction. It should not be delivered so far in 
advance of the purchase of a security of a 
mutual fund that the delivery cannot be said to 
have any connection with the purchaser’s 
instruction to purchase the mutual fund. 

(2)  Where a purchaser has already received a 
fund facts document for a particular class or 
series of securities of a mutual fund, it is not 
necessary to deliver to the purchaser another 
fund facts document for a subsequent 
purchase of that same class or series of 
securities of a mutual fund, unless a more 
recent version of the fund facts document has 
been filed. 

7.3  Post-Sale Delivery of the Fund Facts Document 

(1)  While the Instrument generally requires pre-
sale delivery of the fund facts document, it 
also sets out specific requirements that would 
permit post-sale delivery of the fund facts 
document in circumstances where the 
purchaser has indicated that they require the 
purchase of a security of a mutual fund to be 
completed immediately, or by a specified time, 
and it is not reasonably practicable for the 
dealer to effect pre-sale delivery of the fund 
facts document within the timeframe specified 
by the purchaser. 

(2) The requirements for post-sale delivery of the 
fund facts document are set out in section 
3.2.02 and should be interpreted consistently 
with the dealer’s general duties to act fairly, 
honestly and in good faith and to establish 
and maintain a compliance system in 
accordance with securities legislation. 

Accordingly, the Canadian securities 
regulatory authorities expect dealers will adapt 
their business models to comply with the 
general requirement for pre-sale delivery of 
the fund facts document. 

(3) Section 3.2.02 requires dealers to provide a 
summary of the information contained in the 
fund facts document. This should include 
describing the purpose of the fund facts 
document, the type of information it contains, 
and advising purchasers that they are entitled 
to receive and review the fund facts document 
before the purchase of a security of a mutual 
fund. Where the purchaser consents to post-
sale delivery of the fund facts document, 
dealers are required to provide verbal 
disclosure of certain information contained in 
the fund facts document. This would include a 
description of the fundamental features of the 
mutual fund and what it primarily invests in, as 
well as the investment risk level of the mutual 
fund. The Canadian securities regulatory 
authorities would not generally consider it 
necessary to disclose the information included 
in the fund facts document under “Top 10 
investments” or “Investment mix”. In disclosing 
the suitability of the mutual fund for particular 
investors, dealers would be required to 
describe the characteristics of the investor for 
whom the mutual fund may or may not be an 
appropriate investment, and the portfolios for 
which the mutual fund is and is not suited. In 
terms of providing an overview of any costs 
associated with buying, selling and owning the 
mutual fund, the information provided should, 
at a minimum, include a discussion of any 
applicable sales charges, as well as ongoing 
fund expenses (e.g., MER and TER), and any 
applicable trailing commissions. Information 
related to sales charges and trailing 
commissions is also required as part of pre-
trade disclosure requirements set out in 
National Instrument 31-103 Registration 
Requirements, Exemptions and Ongoing 
Registrant Obligations. Finally, dealers would 
also be required to provide purchasers with a 
summary of any applicable right to withdraw 
from a purchase within two days after receipt 
of the fund facts document and to rescind a 
purchase within 48 hours after receipt of the 
trade confirmation for the purchase. This latter 
requirement is intended to alert purchasers to 
the fact that they will have an opportunity to 
consider the information in the fund facts 
document that will be delivered or sent post-
sale and, based on that information, 
determine whether they want to cancel their 
purchase of the mutual fund securities at that 
time.  

(4) Where a purchaser consents to receive 
delivery of the fund facts document after 
entering into the purchase of a security of a 
mutual fund, the consent will only be valid for 
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the particular transaction. A dealer cannot rely 
on a blanket consent from a purchaser to 
carry out post-sale delivery of the fund facts 
document for other purchases of mutual fund 
securities. 

(5) In accordance with existing practices, dealers 
must establish internal policies and 
procedures to ensure delivery of the fund facts 
document occurs in accordance with Part 3. 
Dealers must maintain evidence of delivery of 
the fund facts document, as well as receipt of 
purchaser consents to receive delivery of the 
fund facts document after entering into the 
purchase of a security of a mutual fund. 
Dealers must also maintain adequate records 
to evidence that satisfactory disclosure about 
the fund facts document has been provided to 
purchasers in compliance with section 3.2.02. 
Such records should also indicate why 
delivery of the fund facts document was 
impracticable in the circumstances. The 
Canadian securities regulatory authorities 
expect that dealers will follow their current 
practices to maintain evidence of required 
disclosures to sufficiently document delivery of 
the fund facts document. 

(6) The Instrument does not specify a particular 
manner of evidencing a purchaser’s consent 
to allow delivery of the fund facts document 
after entering into the purchase of a security 
of a mutual fund. In particular, the Instrument 
does not require dealers to obtain written 
consent from clients. The Canadian securities 
regulatory authorities expect that dealers will 
follow their current policies and procedures for 
tracking and monitoring client instructions and 
authorizations. 

(7) The Canadian securities regulatory authorities 
expect that dealers will remain faithful to the 
overall objective of ensuring that purchasers 
are provided with a fund facts document prior 
to accepting instructions to purchase a 
security of a mutual fund. Although the 
instrument allows for post-sale delivery of the 
fund facts document in certain limited 
circumstances, the Canadian securities 
regulatory authorities expect that post-sale 
delivery of the fund facts document will be the 
exception rather than the norm. The Canadian 
securities regulatory authorities may examine 
practices or arrangements that raise the 
suspicion of being structured to permit dealers 
to do indirectly what they cannot do directly 
and that are inconsistent with the overall intent 
of providing key information to investors at a 
time that is most relevant to their purchase 
decision. 

(8) Section 3.2.03 sets out an exception from the 
requirement to deliver a fund facts document 
for subsequent purchases of a mutual fund 
made pursuant to a pre-authorized purchase 

plan provided certain conditions are met. One 
of these conditions requires investors to be 
provided with an initial notice indicating, 
among other things, that they will not receive 
a fund facts document unless they specifically 
request it. The notice must also specify how a 
fund facts document can be obtained. 
Investors must also be provided with an 
annual notice reminding them about how they 
can request a fund facts document. The 
Canadian securities regulatory authorities 
expect that both the initial notice and the 
annual notice will be presented in a clear, 
comprehensible and prominent manner so 
that investors can easily ascertain how they 
can avail themselves of the option to request 
a fund facts document. 

7.4 Methods of Delivery 

(1)  The methods of delivery of a fund facts 
document are consistent with methods of 
delivery of a prospectus under securities 
legislation. A fund facts document required to 
be delivered or sent under Part 3 of the 
Instrument may be delivered or sent 
electronically, subject to the purchaser’s 
consent. Electronic delivery may include 
providing an electronic copy of a fund facts 
document to the purchaser in the form of an e-
mail attachment or providing a hyperlink to the 
fund facts document. 

(2) The Canadian securities regulatory authorities 
will not consider the making of a fund facts 
document available on a mutual fund’s 
designated website, or referring an investor to 
a general website address where the fund 
facts document can be found to constitute 
delivery under the Instrument, even if the 
investor consents to that method of delivery. 

(3) Where a hyperlink is provided to the 
purchaser, the link should lead the purchaser 
directly to the specific fund facts document for 
the applicable class or series of the mutual 
fund being purchased. Consideration should 
be given to ensuring that the hyperlink 
remains accessible to the purchaser for so 
long as the purchaser may reasonably need to 
consult it. 

(4) In the case of online transactions conducted 
through order execution service accounts, 
there may be a number of ways in which 
compliance with the requirement for pre-sale 
delivery of the fund facts document could be 
achieved. For example, dealers could 
consider the use of a “pop-up” notice 
informing the purchaser that a fund fact 
document is available for review and provide a 
hyperlink to the relevant fund facts document. 
Dealers could also consider requiring the 
purchaser to “click through” the fund facts 
document prior to accepting their purchase 
order. 
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(5) In addition to the requirements in the 
Instrument and the guidance in this section, 
dealers may want to refer to National Policy 
11-201 Electronic Delivery of Documents for 
additional guidance. 

7.5 Consolidation of Fund Facts Documents 

(1)  For the purposes of pre-sale delivery, 
subsection 5.2(2) of the Instrument allows a 
fund facts document to be combined with one 
or more fund facts documents, provided the 
size of the document does not make the 
presentation of the information inconsistent 
with the principles of simplicity, accessibility 
and comparability. For example, a fund facts 
document may be combined with fund facts 
documents of other classes or series of 
securities of the same mutual fund, other 
mutual funds from the same fund family, or 
other mutual funds of a similar type from 
different fund families. In making this 
determination, mutual funds, managers and 
participants in the mutual fund industry should 
consider the ability of an investor to easily find 
and use the information that is relevant to the 
particular mutual funds securities they are 
considering purchasing, and whether a 
reasonable person in the circumstances would 
come to the same conclusion. We think a 
document combining more than 10 fund facts 
documents may discourage an investor from 
finding and reading each fund facts document 
and obscure key information, which is 
inconsistent with the principles of simplicity, 
accessibility and comparability. 

(2) Where multiple fund facts documents are 
being delivered electronically in compliance 
with the pre-sale delivery requirement, 
subsection 5.2(3) prohibits those fund facts 
documents from being combined into a single 
e-mail attachment. The use of a hyperlink that 
directs the investor to a single document 
combining all the relevant fund facts would 
also be prohibited under the Instrument. 
Instead, a dealer would be expected to 
provide individual attachments or hyperlinks 
for each fund facts document that is required 
to be delivered. 

(3) When delivery of the fund facts document 
occurs after the purchase transaction, 
subsections 5.2(4) to (6) of the Instrument 
permit a fund facts document to be combined 
with certain other materials or documents. 
With the exception of a general front cover, a 
table of contents or a trade confirmation, 
subsection 5.2(7) requires the fund facts 
document to be located as the first item in the 
package of documents or materials. 

7.6  Preparation of Disclosure Documents in Other 
Languages  

Nothing in the Instrument prevents the simplified 
prospectus or fund facts document from being 
prepared in other languages, provided that these 
documents are delivered or sent in addition to any 
disclosure document filed and required to be 
delivered in accordance with the Instrument. The 
Canadian securities regulatory authorities would 
consider such documents to be sales 
communications. 

7.7  Delivery of Documents by a Mutual Fund  

Section 3.3 of the Instrument requires that a mutual 
fund deliver or send to a person or company, upon 
request and free of charge, a simplified prospectus 
or documents incorporated by reference. The 
Canadian securities regulatory authorities are of 
the view that compliance with this specifically-
mandated requirement by an unregistered entity is 
not a breach of the registration requirements of 
securities legislation. 

7.8 Delivery of Separate Part A and Part B 
Sections 

Mutual fund organizations that create physically 
separate Part B sections are reminded that any 
obligation to provide the simplified prospectus 
would be satisfied only by the delivery of both the 
Part A and Part B sections of a simplified 
prospectus. 

7.9  Delivery of Non-Educational Material 

The Instrument and related forms contain no 
restrictions on the delivery of non-educational 
material such as promotional brochures with the 
simplified prospectus. This type of material may, 
therefore, be delivered with, but cannot be included 
within, or attached to, the simplified prospectus. 
The Instrument does not permit the binding of 
educational and non-educational material with the 
fund facts document. The intention of the 
Instrument is not to unreasonably encumber the 
fund facts document with additional documents. 

PART 8 - COMMENTARY ON INVESTMENT AND 
RELATED DISCLOSURE 

8.1 Investment Disclosure 

Form 81-101F1 requires detailed disclosure 
concerning a number of aspects of the investment 
approach taken by a mutual fund, including 
disclosure concerning fundamental investment 
objectives, investment strategies, risk and risk 
management. Form 81-101F3 also contains a 
summarized form of this disclosure. For many 
mutual funds, the best persons to prepare and 
review the disclosure would be the portfolio 
advisers of the mutual fund and we think mutual 
funds should generally involve them in preparing 
and reviewing this disclosure. 
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8.2 Portfolio Advisers 

Item 4.2 of Part A of Form 81-101F1 requires 
disclosure concerning the individuals employed by 
the manager or portfolio adviser that make 
investment decisions. Part 11 of National 
Instrument 81-106 Investment Fund Continuous 
Disclosure requires a simplified prospectus to be 
amended if a material change occurs in the affairs 
of the mutual fund that results in a change to the 
disclosure in the simplified prospectus and fund 
facts document. Section 7.1 of Companion Policy 
81-106CP Investment Fund Continuous Disclosure 
discusses when a departure of a high-profile 
individual from a portfolio adviser of a mutual fund 
may constitute a material change for the mutual 
fund. If the departure is not a material change for 
the mutual fund, there is no requirement to amend 
a simplified prospectus, as long as the simplified 
prospectus contains full, true and plain disclosure 
about the mutual fund. 

PART 9 - NEED FOR MULTIPLE OR SEPARATE 
APPLICATIONS 

9.1 Need for Multiple or Separate Applications 

(1) The CSA note that a person or company that 
obtains an exemption from a provision of the 
Instrument need not apply again for the same 
exemption at the time of each simplified 
prospectus and fund facts document refiling, 
unless there has been some change in an 
important fact relating to the granting of the 
exemption. 

(2) The principle described in subsection (1) does 
not necessarily apply to applications required 
to be made under the Regulations to the 
Securities Act (Quebec) for relief from 
provisions of those Regulations that are 
substantially similar to those contained in the 
Instrument.  In that case, an application may 
be required with each refiling of a simplified 
prospectus and fund facts document of a 
mutual fund. 

(3) In Quebec, it may be necessary to apply for 
exemptions from the equivalent sections in the 
Act and the Regulations. 

PART 10 - EXEMPTIONS 

10.1 Applications Involving Novel or Substantive 
Issues 

Section 6.2 of the Instrument allows exemptive 
relief from form and content requirements for a 
simplified prospectus or a fund facts document to 
be evidenced by way of issuance of a receipt.  In 
cases where the CSA thinks that an application for 
exemptive relief raises novel and substantive 
issues, or raises a novel policy concern, the CSA 
may request that such applications follow the 
process set out in National Policy 11-203 Process 
for Exemptive Relief Applications in Multiple 
Jurisdictions. This will likely be the case for 
applications seeking exemptive relief from the form 

and content requirements of the fund facts 
document.
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APPENDIX A - SAMPLE FUND FACTS DOCUMENT 
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NATIONAL INSTRUMENT 41-101 
GENERAL PROSPECTUS REQUIREMENTS 

PART 1 - DEFINITIONS AND INTERPRETATIONS 

1.1 Definitions - In this Instrument 

“accredited investor” has the same meaning as in 
section 1.1 of NI 45-106; 

“acquisition” has the same meaning as in Part 8 of 
NI 51-102; 

“acquisition date” has the same meaning as in 
section 1.1 of NI 51-102; 

“acquisition of related businesses” has the same 
meaning as in Part 8 of NI 51-102; 

“Aequitas personal information form” means a 
personal information form for an individual 
prepared pursuant to Aequitas NEO Exchange Inc. 
Form 3, as amended from time to time; 

“alternative credit support” has the same meaning 
as in section 13.4 of NI 51-102;  

“alternative mutual fund” has the same meaning as 
in section 1.1 of NI 81-102; 

“asset-backed security” has the same meaning as 
in section 1.1 of NI 51-102; 

“base offering” means the number or principal 
amount of the securities distributed under a 
prospectus by an issuer or selling securityholder, 
excluding 

(a) any over-allotment option granted in 
connection with the distribution, or the 
securities issuable on the exercise of any 
such over-allotment option, and 

(b) securities issued or paid as compensation 
to a person or company for acting as an 
underwriter in respect of securities that are 
distributed under the prospectus, on an “as-
if-converted” basis if these securities 
include securities that are convertible or 
exchangeable securities; 

“board of directors” has the same meaning as in 
section 1.1 of NI 51-102; 

“business acquisition report” has the same 
meaning as in section 1.1 of NI 51-102; 

“business day” means any day other than a 
Saturday, a Sunday or a statutory holiday; 

“class” has the same meaning as in section 1.1 of 
NI 51-102; 

“credit supporter” has the same meaning as in 
section 13.4 of NI 51-102; 

“custodian” means the institution appointed by an 
investment fund to act as custodian of the portfolio 
assets of the investment fund; 

“date of transition to IFRS” has the same meaning 
as in section 1.1 of NI 51-102; 

“derivative” means an instrument, agreement or 
security, the market price, value or payment 
obligation of which is derived from, referenced to, 
or based on an underlying interest; 

“designated foreign jurisdiction” has the same 
meaning as in section 1.1 of NI 52-107;  

“designated rating organization” has the same 
meaning as in National Instrument 44-101 Short 
Form Prospectus Distributions;  

“designated website” has the same meaning as in 
National Instrument 81-106 Investment Fund 
Continuous Disclosure;  

“DRO affiliate” has the same meaning as in section 
1 of NI 25-101; 

“equity investee” has the same meaning as in 
section 1.1 of NI 51-102; 

“equity security” means a security of an issuer that 
carries a residual right to participate in the 
earnings of the issuer and, on the liquidation or 
winding up of the issuer, in its assets; 

“ETF” or “exchange-traded mutual fund” means a 
mutual fund in continuous distribution, the 
securities of which are 

(a) listed on an exchange, and 

(b) trading on an exchange or an alternative 
trading system; 

“ETF facts document” means a completed Form 
41-101F4; 

“executive officer” means, for an issuer or an 
investment fund manager, an individual who is 

(a) a chair, vice-chair or president, 

(a.1) a chief executive officer or chief financial 
officer, 

(b) a vice-president in charge of a principal 
business unit, division or function including 
sales, finance or production, or 

(c) performing a policy-making function in 
respect of the issuer or investment fund 
manager;  

“final prospectus notice” means, 

(a) in British Columbia, New Brunswick, 
Newfoundland and Labrador, Nova Scotia, 
Ontario and Saskatchewan, a written 
communication relating to a final prospectus 
if that communication is permitted by a 
provision in securities legislation listed 
opposite the jurisdiction in Appendix E, or 

(b) in every other jurisdiction of Canada, a 
written communication relating to a final 
prospectus that only 
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(i) identifies the security proposed to be 
issued, 

(ii) states the price of the security, and 

(iii) states the name and address of a 
person or company from whom 
purchases of the security may be made 
and from whom a final prospectus may 
be obtained; 

“financial statements” includes interim financial 
reports; 

“first IFRS financial statements” has the same 
meaning as in section 1.1 of NI 51-102; 

“foreign disclosure requirements” has the same 
meaning as in section 1.1 of NI 52-107; 

“Form 41-101F1” means Form 41-101F1 
Information Required in a Prospectus of this 
Instrument; 

“Form 41-101F2” means Form 41-101F2 
Information Required in an Investment Fund 
Prospectus of this Instrument; 

“Form 41-101F3” means Form 41-101F3 
Information Required in a Scholarship Plan 
Prospectus of this Instrument; 

“Form 41-101F4” means Form 41-101F4 
Information Required in an ETF Facts Document 
of this Instrument; 

“Form 44-101F1” means Form 44-101F1 Short 
Form Prospectus of NI 44-101; 

“Form 51-101F1” means Form 51-101F1 
Statement of Reserves Data and Other Oil and 
Gas Information of NI 51-101; 

“Form 51-101F2” means Form 51-101F2 Report 
on Reserves Data by Independent Qualified 
Reserves Evaluator or Auditor of NI 51-101; 

“Form 51-101F3” means Form 51-101F3 Report of 
Management and Directors on Oil and Gas 
Disclosure of NI 51-101; 

“Form 51-102F1” means Form 51-102F1 
Management’s Discussion & Analysis of NI 51-
102; 

“Form 51-102F2” means Form 51-102F2 Annual 
Information Form of NI 51-102; 

“Form 51-102F4” means Form 51-102F4 Business 
Acquisition Report of NI 51-102; 

“Form 51-102F5” means Form 51-102F5 
Information Circular of NI 51-102; 

“Form 51-102F6” means Form 51-102F6 
Statement of Executive Compensation of NI 51-
102; 

“Form 51-102F6V” means Form 51-102F6V 
Statement of Executive Compensation - Venture 
Issuers of NI 51-102; 

“Form 52-110F1” means Form 52-110F1 Audit 
Committee Information Required in an AIF of 
NI 52-110; 

“Form 52-110F2” means Form 52-110F2 
Disclosure by Venture Issuers of NI 52-110; 

“Form 58-101F1” means Form 58-101F1 
Corporate Governance Disclosure of NI 58-101; 

“Form 58-101F2” means Form 58-101F2 
Corporate Governance Disclosure (Venture 
Issuers) of NI 58-101; 

“full and unconditional credit support” means 

(a) alternative credit support that 

(i) entitles the holder of the securities to 
receive payment from the credit 
supporter, or enables the holder to 
receive payment from the issuer, within 
15 days of any failure by the issuer to 
make a payment, and 

(ii) results in the securities receiving the 
same credit rating as, or a higher credit 
rating than, the credit rating they would 
have received if payment had been fully 
and unconditionally guaranteed by the 
credit supporter, or would result in the 
securities receiving such a rating if they 
were rated, or 

(b) a full and unconditional guarantee of the 
payments to be made, as interpreted in 
section 1.5, by the issuer of securities, as 
stipulated in the terms of the securities or in 
an agreement governing rights of holders of 
the securities, that results in the holder of 
such securities being entitled to receive 
payment from the credit supporter within 
15 days of any failure by the issuer to make 
a payment; 

“independent review committee” means an 
independent review committee under NI 81-107; 

“information circular” has the same meaning as in 
section 1.1 of NI 51-102; 

“interim period” has the same meaning as in 

(a) section 1.1 of NI 51-102 for an issuer other 
than an investment fund, or 

(b) section 1.1 of NI 81-106 for an investment 
fund; 

“investment dealer” has the same meaning as in 
section 1.1 of National Instrument 31-103 
Registration Requirements, Exemptions and 
Ongoing Registrant Obligations; 

“IPO venture issuer” means an issuer that 

(a) files a long form prospectus, 

(b) is not a reporting issuer in any jurisdiction 
immediately before the date of the final long 
form prospectus, and 
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(c) at the date of the long form prospectus, 
does not have any of its securities listed or 
quoted, has not applied to list or quote any 
of its securities, and does not intend to 
apply to list or quote any of its securities, on 

(i) the Toronto Stock Exchange,  

(i.1) Aequitas NEO Exchange Inc., 

(ii) a U.S. marketplace, or 

(iii) a marketplace outside of Canada and the 
United States of America, other than the 
Alternative Investment Market of the 
London Stock Exchange or the PLUS 
markets operated by PLUS Markets 
Group plc; 

“issuer’s GAAP” has the same meaning as in 
section 1.1 of NI 52-107;  

“junior issuer” means an issuer 

(a) that files a preliminary prospectus, 

(b) that is not a reporting issuer in any 
jurisdiction, 

(c) whose total consolidated assets as at the 
date of the most recent statement of 
financial position of the issuer included in 
the preliminary prospectus are less than 
$10,000,000, 

(d) whose consolidated revenue as shown in 
the most recent annual statement of 
comprehensive income of the issuer 
included in the preliminary prospectus is 
less than $10,000,000, and 

(e) whose equity as at the date of the most 
recent statement of financial position of the 
issuer included in the preliminary 
prospectus is less than $10,000,000,  

taking into account all adjustments to asset, 
revenue and equity calculations necessary to 
reflect each significant proposed acquisition of a 
business or related business by an issuer that 
has progressed to a state where a reasonable 
person would believe that the likelihood of the 
issuer completing the acquisition is high, and 
each completed significant acquisition of a 
business or related business that was 
completed, 

(f) for paragraphs (c) and (e), before the date 
of the preliminary prospectus and after the 
date of the issuer’s most recent statement 
of financial position included in the 
preliminary prospectus as if each 
acquisition had taken place as at the date of 
the issuer's most recent statement of 
financial position included in the preliminary 
prospectus, and 

(g) for paragraph (d), after the last day of the 
most recent annual statement of 

comprehensive income of the issuer 
included in the preliminary prospectus as if 
each acquisition had taken place at the 
beginning of the issuer’s most recently 
completed financial year for which a 
statement of comprehensive income is 
included in the preliminary prospectus; 

“labour sponsored or venture capital fund” has the 
same meaning as in section 1.1 of NI 81-106;  

“lead underwriter” means, in respect of a syndicate 
of underwriters, 

(a) the underwriter designated under the 
underwriting agreement to act as the 
manager of the syndicate, or 

(b) if more than one underwriter is designated 
under the underwriting agreement to act as 
a manager of the syndicate, the underwriter 
designated under the agreement to have 
primary decision-making authority; 

“limited-use version” means a template version in 
which the spaces for information have been 
completed in accordance with any of the following: 

(a) subsection 13.7(2) or 13.8(2); 

(b) subsection 7.6(2) of NI 44-101; 

(c) subsection 9A.3(2) of NI 44-102; 

(d) subsection 4A.3(3) of NI 44-103; 

“long form prospectus” means a prospectus filed in 
the form of Form 41-101F1, Form 41-101F2 or 
Form 41-101F3; 

“marketing materials” means a written 
communication intended for potential investors 
regarding a distribution of securities under a 
prospectus that contains material facts relating to 
an issuer, securities or an offering but does not 
include the following: 

(a) a prospectus or any amendment; 

(b) a standard term sheet; 

(c) a preliminary prospectus notice; 

(d) a final prospectus notice; 

“marketplace” has the same meaning as in section 
1.1 of NI 51-102; 

“material contract” means any contract that an 
issuer or any of its subsidiaries is a party to, that is 
material to the issuer; 

“mineral project” has the same meaning as in 
section 1.1 of NI 43-101; 

“NI 14-101” means National Instrument 14-101 
Definitions; 

“NI 25-101” means National Instrument 25-101 
Designated Rating Organizations; 
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“NI 33-105” means National Instrument 33-105 
Underwriting Conflicts; 

“NI 43-101” means National Instrument 43-101 
Standards of Disclosure for Mineral Projects; 

“NI 44-101” means National Instrument 44-101 
Short Form Prospectus Distributions; 

“NI 44-102” means National Instrument 44-102 
Shelf Distributions;  

“NI 44-103” means National Instrument 44-103 
Post-Receipt Pricing;  

“NI 45-106” means National Instrument 45-106 
Prospectus Exemptions; 

“NI 51-101” means National Instrument 51-101 
Standards of Disclosure for Oil and Gas Activities; 

“NI 51-102” means National Instrument 51-102 
Continuous Disclosure Obligations; 

“NI 52-107” means National Instrument 52-107 
Acceptable Accounting Principles and Auditing 
Standards; 

“NI 52-110” means National Instrument 52-110 
Audit Committees; 

“NI 58-101” means National Instrument 58-101 
Disclosure of Corporate Governance Practices; 

“NI 81-101” means National Instrument 81-101 
Mutual Fund Prospectus Disclosure; 

“NI 81-102” means National Instrument 81-102 
Investment Funds; 

“NI 81-106” means National Instrument 81-106 
Investment Fund Continuous Disclosure; 

“NI 81-107” means National Instrument 81-107 
Independent Review Committee for Investment 
Funds; 

“non-voting security” means a restricted security 
that does not carry the right to vote generally, 
except for a right to vote that is mandated, in 
special circumstances, by law; 

“old financial year” means the financial year of an 
issuer that immediately precedes a transition year; 

“over-allocation position” means the amount, 
determined as at the closing of a distribution, by 
which the aggregate number or principal amount of 
securities that are sold by one or more 
underwriters of the distribution exceeds the base 
offering; 

“over-allotment option” means a right granted to 
one or more underwriters by an issuer or a selling 
securityholder of the issuer in connection with the 
distribution of securities under a prospectus to 
acquire, for the purposes of covering the 
underwriter’s over-allocation position, a security of 
an issuer that has the same designation and 
attributes as a security that is distributed under 
such prospectus, and which 

(a) expires not later than the 60th day after the 
date of the closing of the distribution, and 

(b) is exercisable for a number or principal 
amount of securities that is limited to the 
lesser of 

(i) the over-allocation position, and 

(ii) 15% of the base offering;  

“personal information form” means, 

(a) a completed Schedule 1 of Appendix A, 

(b) a completed TSX/TSXV personal 
information form submitted by an individual 
to the Toronto Stock Exchange, or to the 
TSX Venture Exchange, to which is 
attached a completed certificate and 
consent in the form set out in Schedule 
1 - Part B of Appendix A, or 

(c) a completed Aequitas personal information 
form submitted by an individual to Aequitas 
NEO Exchange Inc., to which is attached a 
completed certificate and consent in the 
form set out in Schedule 1 - Part B of 
Appendix A; 

“plan summary” means a document prepared in 
accordance with the requirements of Part A of 
Form 41-101F3; 

“predecessor personal information form” means, 

(a) a completed Schedule 1 of Appendix A in 
the form that was in effect from March 17, 
2008 until May 14, 2013, or 

(b) a completed TSX/TSXV personal 
information form to which is attached a 
completed certificate and consent in the 
form that was in effect from March 17, 2008 
until May 14, 2013; 

“preliminary prospectus notice” means, 

(a) in a jurisdiction other than Québec, a 
communication relating to a preliminary 
prospectus if that communication is 
permitted by a provision in securities 
legislation listed opposite the jurisdiction in 
Appendix D, or 

(b) in Québec, a written communication relating 
to a preliminary prospectus that only 

(i) identifies the security proposed to be 
issued, 

(ii) states the price of the security, if 
determined, and 

(iii) states the name and address of a 
person or company from whom 
purchases of the security may be 
made and from whom a preliminary 
prospectus may be obtained; 
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“principal securityholder” means a person or 
company who beneficially owns, or controls or 
directs, directly or indirectly, voting securities 
carrying 10% or more of the voting rights attached 
to any class of voting securities of the issuer; 

“private issuer” has the same meaning as in 
section 2.4 of NI 45-106; 

“profit or loss attributable to owners of the parent” 
has the same meaning as in Canadian GAAP 
applicable to publicly accountable enterprises; 

“profit or loss from continuing operations 
attributable to owners of the parent” has the same 
meaning as in Canadian GAAP applicable to 
publicly accountable enterprises; 

“publicly accountable enterprise” has the same 
meaning as in Part 3 of NI 52-107; 

“related credit supporter” of an issuer means a 
credit supporter of the issuer that is an affiliate of 
the issuer; 

“restricted security” means an equity security that 
is not a preferred security of an issuer if any of the 
following apply: 

(a) there is another class of securities of the 
issuer that carries a greater number of 
votes per security relative to the equity 
security, 

(b) the conditions attached to the class of 
equity securities, the conditions attached to 
another class of securities of the issuer, or 
the issuer’s constating documents have 
provisions that nullify or significantly restrict 
the voting rights of the equity securities, 

(c) the issuer has issued another class of 
equity securities that entitle the owners of 
securities of that other class to participate in 
the earnings or assets of the issuer to a 
greater extent, on a per security basis, than 
the owners of the first class of equity 
securities, or 

(d) except in Ontario and British Columbia, the 
regulator determines that the equity security 
is a restricted security; 

“restricted security reorganization” means any 
event resulting in the creation of restricted 
securities, directly or through the creation of 
subject securities or securities that are, directly or 
indirectly, convertible, or exercisable or 
exchangeable for, restricted securities or subject 
securities or any change in the rights attaching to 
restricted securities, subject securities or securities 
that are, directly or indirectly, convertible into, or 
exercisable or exchangeable for, restricted 
securities or subject securities, including 

(a) any 

(i) amendment to an issuer’s constating 
documents, 

(ii) resolution of the board of directors of 
an issuer setting the terms of a series 
of securities of the issuer, or 

(iii) restructuring, recapitalization, 
reclassification, arrangement, 
amalgamation or merger, or 

(b) if the issuer has one or more classes of 
restricted securities outstanding, an 
amendment to an issuer’s constating 
documents to increase 

(i) the per security voting rights attached 
to any class of securities without at 
the same time making a proportionate 
increase in the per security voting 
rights attached to any other securities 
of the issuer, or 

(ii) the number of a class of securities 
authorized, other than a restricted 
security; 

“restricted security term” means each of the terms 
“non-voting security”, “subordinate voting security”, 
and “restricted voting security”; 

“restricted voting security” means a restricted 
security that carries a right to vote subject to a 
restriction on the number or percentage of 
securities that may be voted or owned by one or 
more persons or companies, unless the restriction 
is 

(a) permitted or prescribed by statute or 
regulation, and 

(b) is applicable only to persons or companies 
that are not citizens or residents of Canada 
or that are otherwise considered as a result 
of any law applicable to the issuer to be 
non-Canadians; 

“restructuring transaction” has the same meaning 
as in section 1.1 of NI 51-102;  

“retrospective” has the same meaning as in 
section 1.1 of NI 51-102; 

“retrospectively” has the same meaning as in 
section 1.1 of NI 51-102; 

“reverse takeover” has the same meaning as in 
section 1.1 of NI 51-102; 

“reverse takeover acquirer” has the same meaning 
as in section 1.1 of NI 51-102; 

“road show” means a presentation to potential 
investors, regarding a distribution of securities 
under a prospectus, conducted by one or more 
investment dealers on behalf of an issuer in which 
one or more executive officers, or other 
representatives, of the issuer participate; 

“SEC issuer” has the same meaning as in section 
1.1 of NI 52-107; 
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“short form prospectus” means a prospectus filed 
in the form of Form 44-101F1; 

“special warrant” means a security that, by its 
terms or the terms of an accompanying contractual 
obligation, 

(a) entitles or requires the holder to acquire 
another security without payment of 
material additional consideration and 
obliges the issuer of either security to 
undertake efforts to file a prospectus to 
qualify the distribution of the other security, 
or 

(b) entitles or requires the holder to acquire 
another security without payment of 
material additional consideration and the 
issuer files a prospectus to qualify the 
distribution of the other security; 

“standard term sheet” means a written 
communication intended for potential investors 
regarding a distribution of securities under a 
prospectus that contains no information other than 
that referred to in subsections 13.5(2) and (3), 
subsections 13.6(2) and (3), subsections 7.5(2) 
and (3) of NI 44-101, subsections 9A.2(2) and (3) 
of NI 44-102 or subsections 4A.2(2) and (3) of NI 
44-103, relating to an issuer, securities or an 
offering, but does not include the following: 

(a) a preliminary prospectus notice; 

(b) a final prospectus notice; 

“subject security” means a security that results, or 
would result if and when issued, in an existing 
class of securities being considered restricted 
securities; 

“subordinate voting security” means a restricted 
security that carries a right to vote, if there are 
securities of another class outstanding that carry a 
greater right to vote on a per security basis; 

“successor credit rating organization” has the 
same meaning as in National Instrument 44-101 
Short Form Prospectus Distributions; 

“template version” means a version of a document 
with spaces for information to be added in 
accordance with any of the following: 

(a) subsection 13.7(2) or 13.8(2); 

(b) subsection 7.6(2) of NI 44-101; 

(c) subsection 9A.3(2) of NI 44-102; 

(d) subsection 4A.3(3) of NI 44-103; 

“transition year” means the financial year of an 
issuer or business in which the issuer or business 
changes its financial year-end; 

“TSX/TSXV personal information form” means a 
personal information form for an individual 
pursuant to Toronto Stock Exchange Form 4 or 

TSX Venture Exchange Form 2A, each as 
amended from time to time; 

“U.S. AICPA GAAS” has the same meaning as in 
section 1.1 of NI 52-107;  

“U.S. GAAP” has the same meaning as in section 
1.1 of NI 52-107; 

“U.S. marketplace” has the same meaning as in 
section 1.1 of NI 51-102;  

“U.S. PCAOB GAAS” has the same meaning as in 
section 1.1 of NI 52-107; 

“venture issuer” has the same meaning as in 
section 1.1 of NI 51-102 except the “applicable 
time” is the date the prospectus is filed; 

“waiting period” means the period of time between 
the issuance of a receipt by the regulator for a 
preliminary prospectus and the issuance of a 
receipt by the regulator for a final prospectus. 

1.2 Interpretation of “prospectus”, “preliminary 
prospectus”, “final prospectus”, “long form 
prospectus”, and “short form prospectus”  

(1) In this Instrument, a reference to a 
“prospectus” includes a preliminary long 
form prospectus, a final long form 
prospectus, a preliminary short form 
prospectus, and a final short form 
prospectus. 

(2) In this Instrument, a reference to a 
“preliminary prospectus” includes a 
preliminary long form prospectus and a 
preliminary short form prospectus. 

(3) In this Instrument, a reference to a “final 
prospectus” includes a final long form 
prospectus and a final short form 
prospectus. 

(4) In this Instrument, a reference to a “long 
form prospectus” includes a preliminary 
long form prospectus and a final long form 
prospectus. 

(5) In this Instrument, a reference to a “short 
form prospectus” includes a preliminary 
short form prospectus and a final short form 
prospectus. 

(6) Despite subsections (1), (2), and (3), in 
Form 41-101F1, Form 41-101F2, Form 41-
101F3 and Form 41-101F4, 

(a) a reference to a “prospectus” only 
includes a preliminary long form 
prospectus and a final long form 
prospectus, 

(b) a reference to a “preliminary 
prospectus” only includes a preliminary 
long form prospectus, and 

(c) a reference to a “final prospectus” only 
includes a final long form prospectus.  
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1.3 Interpretation of “business” - In this Instrument, 
unless otherwise stated, a reference to a business 
includes an interest in an oil and gas property to 
which reserves, as defined in NI 51-101, have 
been specifically attributed. 

1.4 Interpretation of “affiliate” - In this Instrument, 
an issuer is an affiliate of another issuer if the 
issuer would be an affiliate of the other issuer 
under subsection 1.1(2) of NI 51-102. 

1.5 Interpretation of “payments to be made” - For 
the purposes of the definition of “full and 
unconditional credit support”, payments to be 
made by an issuer of securities as stipulated in the 
terms of the securities include 

(a) any amounts to be paid as dividends in 
accordance with, and on the dividend 
payment dates stipulated in, the provisions 
of the securities, whether or not the 
dividends have been declared, and 

(b) any discretionary dividends, provided that 
the terms of the securities or an agreement 
governing rights of holders of the securities 
expressly provides that the holder of the 
securities will be entitled, once the 
discretionary dividend is declared, to 
receive payment from the credit supporter 
within 15 days of any failure by the issuer to 
pay the declared dividend. 

PART 2 - REQUIREMENTS FOR ALL PROSPECTUS 
DISTRIBUTIONS 

2.1 Application of the Instrument 

(1) Subject to subsection (2), this Instrument 
applies to a prospectus filed under 
securities legislation, a distribution of 
securities subject to the prospectus 
requirement and a purchase of securities of 
an ETF. 

(2) This Instrument does not apply to a 
prospectus filed under NI 81-101 or a 
distribution of securities under such a 
prospectus. 

2.2 Language 

(1) An issuer must file a prospectus and any 
other document required to be filed under 
this Instrument or NI 44-101 in French or in 
English. 

(2) In Québec, a prospectus and any document 
required to be incorporated by reference 
into a prospectus must be in French or in 
French and English. 

(3) Despite subsection (1), if an issuer files a 
document only in French or only in English 
but delivers to an investor or prospective 
investor a version of the document in the 
other language, the issuer must file that 
other version not later than when it is first 

delivered to the investor or prospective 
investor. 

(4) If an issuer files a document under this 
Instrument that is a translation of a 
document prepared in a language other 
than French or English, the issuer must 

(a) attach a certificate as to the accuracy 
of the translation to the filed document, 
and 

(b) make a copy of the document in the 
original language available on request.  

2.3 General requirements 

(1) An issuer must not file its first amendment 
to a preliminary prospectus more than 90 
days after the date of the receipt for the 
preliminary prospectus. 

(1.1) An issuer must not file a final prospectus 
more than 90 days after the date of the 
receipt for the preliminary prospectus or an 
amendment to the preliminary prospectus 
which relates to the final prospectus. 

(1.2) If an issuer files an amendment to a 
preliminary prospectus, the final prospectus 
must be filed within 180 days from the date 
of the receipt of the preliminary prospectus. 

(2) An issuer must not file 

(a) a prospectus more than three business 
days after the date of the prospectus, 
and 

(b) an amendment to a prospectus more 
than three business days after the date 
of the amendment to the prospectus. 

2.4 Special warrants 

(1) An issuer must not file a prospectus or an 
amendment to a prospectus to qualify the 
distribution of securities issued upon the 
exercise of special warrants or other 
securities acquired on a prospectus-exempt 
basis unless holders of the special warrants 
or other securities have been provided with 
a contractual right of rescission. 

(2) A contractual right of rescission under 
subsection (1) must provide that, if a holder 
of a special warrant who acquires another 
security of the issuer on exercise of the 
special warrant as provided for in the 
prospectus is, or becomes, entitled under 
the securities legislation of a jurisdiction to 
the remedy of rescission because of the 
prospectus or an amendment to the 
prospectus containing a misrepresentation, 

(a) the holder is entitled to rescission of 
both the holder’s exercise of its special 
warrant and the private placement 



National Instrument 41-101 

 

- 10 - 

transaction under which the special 
warrant was initially acquired, 

(b) the holder is entitled in connection with 
the rescission to a full refund of all 
consideration paid to the underwriter or 
issuer, as the case may be, on the 
acquisition of the special warrant, and 

(c) if the holder is a permitted assignee of 
the interest of the original special 
warrant subscriber, the holder is 
entitled to exercise the rights of 
rescission and refund as if the holder 
was the original subscriber. 

PART 3 - FORM OF PROSPECTUS 

3.1 Form of prospectus 

(1) Subject to subsections (2), (2.1) and (3), an 
issuer filing a prospectus must file the 
prospectus in the form of Form 41-101F1. 

(2) An issuer that is an investment fund, other 
than a scholarship plan, filing a prospectus 
must file the prospectus in the form of Form 
41-101F2. 

(2.1) An issuer that is a scholarship plan filing a 
prospectus must file the prospectus in the 
form of Form 41-101F3. 

(3) An issuer that is qualified to file a short form 
prospectus may file a short form 
prospectus. 

PART 3A - SCHOLARSHIP PLAN PROSPECTUS 
REQUIREMENTS 

3A.1 Plain language and presentation 

(1) A scholarship plan prospectus must be 
prepared using plain language and in a 
format that assists in readability and 
comprehension. 

(2) A scholarship plan prospectus must 

(a) present all information briefly and 
concisely, 

(b) present the items listed in Parts A to D 
of Form 41-101F3 in the order set out 
in those parts, 

(c) use only the headings and sub-
headings prescribed by Form 41-101F3 
unless stated otherwise, 

(d) contain only information that is 
specifically mandated or permitted by 
Form 41-101F3, and 

(e) not incorporate by reference into the 
scholarship plan prospectus, 
information that is required to be 
included in a scholarship plan 
prospectus. 

(3) A plan summary must 

(a) be prepared for each scholarship plan 
offered under a scholarship plan 
prospectus or multiple scholarship plan 
prospectus, and 

(b) not exceed 4 pages in length.  

3A.2. Combinations of documents 

(1) Subject to subsection (2), a scholarship 
plan prospectus may be consolidated with 
one or more scholarship plan prospectuses 
to a form a multiple scholarship plan 
prospectus. 

(2) A scholarship plan prospectus must not be 
consolidated with one or more scholarship 
plan prospectuses to form a multiple 
scholarship plan prospectus unless the 
portions of each scholarship plan 
prospectus prepared in accordance with 
the requirements of Parts B and D of 
Form 41-101F3 are substantially similar. 

3A.3 Order of contents of bound documents - If 
documents are attached to, or bound with, a 
scholarship plan prospectus or multiple 
scholarship plan prospectus 

(a) the scholarship plan prospectus or multiple 
scholarship plan prospectus must be the 
first document contained in the package, 
and 

(b) no pages must come before the scholarship 
plan prospectus or multiple scholarship plan 
prospectus other than, at the option of the 
scholarship plan, a general front cover and 
table of contents pertaining to the entire 
package. 

3A.4 Plan summary 

(1) Despite section 3A.3, a plan summary must 
not be attached to, or bound with, any other 
part of a scholarship plan prospectus, or to 
any other document, except as provided in 
this section. 

(2) A plan summary of a scholarship plan may 
be attached to or bound with one or more 
plan summaries of other scholarship plans if 
the binding, to a reasonable person, would 
help present the information in a simple, 
accessible and comparable format. 

3A.5 Documents to be delivered or sent upon 
request 

(1) On request by a person or company, a 
scholarship plan must deliver or send a copy 
of one or more the following documents free 
of charge to the person or company: 

(a) the scholarship plan prospectus or 
multiple scholarship plan prospectus; 
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(b) any document incorporated by 
reference into the scholarship plan 
prospectus; 

(c) any portion of a document described in 
paragraph (a) or (b). 

(2) A document requested under subsection (1) 
must be delivered or sent within 3 business 
days of receipt of the request. 

PART 3B - ETF FACTS DOCUMENT REQUIREMENTS 

3B.1 Application - This Part applies only to an ETF. 

3B.2 Plain language and presentation 

(1) An ETF facts document must be prepared 
using plain language and be in a format that 
assists in readability and comprehension. 

(2) An ETF facts document must 

(a) be prepared for each class and each 
series of securities of an ETF in 
accordance with Form 41-101F4, 

(b) present the items listed in the Part I 
section of Form 41-101F4 and the 
items listed in the Part II section of 
Form 41-101F4 in the order stipulated 
in those parts, 

(c) use the headings and sub-headings 
stipulated in Form 41-101F4, 

(d) contain only the information that is 
specifically required or permitted to be 
in Form 41-101F4, 

(e) not incorporate any information by 
reference, and 

(f) not exceed four pages in length. 

3B.3 Preparation in the required form - Despite 
provisions in securities legislation relating to the 
presentation of the content of a prospectus, an 
ETF facts document for an ETF must be prepared 
in accordance with this Instrument. 

3B.4 Websites 

(1) The ETF must post on its designated 
website an ETF facts document filed under 
this Part as soon as practicable and, in any 
event, within 10 days after the date that the 
document is filed. 

(2) An ETF facts document posted on the 
website referred to in subsection (1) must 

(a) be displayed in a manner that would be 
considered prominent to a reasonable 
person, and 

(b) not be combined with another ETF 
facts document. 

(3) [Repealed] 

PART 3C - DELIVERY OF ETF FACTS DOCUMENTS 
FOR INVESTMENT FUNDS 

3C.1 Application - This Part applies only to an ETF.  

3C.2 Obligation to deliver ETF facts documents  

(1) The obligation to deliver or send a 
prospectus under securities legislation does 
not apply in respect of an ETF. 

(2) A dealer acting as agent for a purchaser 
who receives an order for the purchase of a 
security of an ETF must, unless the dealer 
has previously done so, deliver or send to 
the purchaser the most recently filed ETF 
facts document for the applicable class or 
series of securities of the ETF not later than 
midnight on the second business day after 
entering into the purchase of the security. 

(3) In Nova Scotia, an ETF facts document is a 
prescribed disclosure document for the 
purposes of subsection 76(1A) of the 
Securities Act (Nova Scotia). 

(4) In Nova Scotia, a security of an ETF is a 
prescribed investment fund security for the 
purposes of subsections 76(1B) and (1C) of 
the Securities Act (Nova Scotia). 

(5) In Ontario, an ETF facts document is a 
disclosure document prescribed under 
subsection 71(1.1) of the Securities Act 
(Ontario). 

(6) In Ontario, a security of an ETF is an 
investment fund security prescribed for the 
purposes of subsections 71(1.2) and (1.3) 
of the Securities Act (Ontario). 

3C.2.1 Delivery of ETF facts documents for no-
trailing-commission ETF switches  

(1) In this section, 

“no-trailing-commission ETF switch” 
means, in respect of a client of a 
participating dealer, a purchase of 
securities of a class or series of an ETF in 
respect of which an investment fund 
manager does not pay the participating 
dealer a trailing commission immediately 
following a redemption of securities of 
another class or series of the ETF in 
respect of which the investment fund 
manager pays the participating dealer a 
trailing commission, if all of the following 
apply: 

(a) the aggregate value of the securities 
purchased is the same as the 
aggregate value of the securities 
redeemed; 

(b) there are no material differences 
between the class or series of 
securities purchased and the class or 
series of securities redeemed other 
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than the rate of management fees 
charged in respect of the two classes 
or series;  

(c)  the participating dealer, who executed 
the purchase and redemption of the 
securities, was not required by 
securities legislation or the rules of an 
SRO applicable to the dealer to make a 
suitability determination in respect of 
the client in connection with those 
securities; 

“suitability determination” has the same 
meaning as in section 1.1 of National 
Instrument 81-105 Mutual Fund Sales 
Practices. 

(2)   Despite subsection 3C.2(2), a dealer is not 
required to deliver or send to the purchaser 
of a security of an ETF the most recently 
filed ETF facts document for the applicable 
class or series of securities of the ETF in 
connection with a no-trailing-commission 
ETF switch. 

3C.2.2 Delivery of ETF facts documents for 
subsequent purchases under a pre-authorized 
purchase plan or a portfolio rebalancing plan  

(1)  In this section: 

 “portfolio rebalancing plan” has the same 
meaning as in section 1.1 of National 
Instrument 81-101 Mutual Fund Prospectus 
Disclosure; 

 “pre-authorized purchase plan” has the 
same meaning as in section 1.1 of National 
Instrument 81-101 Mutual Fund Prospectus 
Disclosure. 

(2)  Despite subsection 3C.2(2), a dealer is not 
required to deliver or send to the purchaser 
the most recently filed ETF facts document 
for the applicable class or series of 
securities of the ETF in connection with a 
purchase of a security of an ETF made 
pursuant to a pre-authorized purchase plan 
or a portfolio rebalancing plan if all of the 
following apply: 

(a) the purchase is not the first purchase 
under the plan; 

(b)  the dealer has provided a notice to the 
purchaser that states 

(i) that the purchaser will not receive 
an ETF facts document after the 
date of the notice, unless the 
purchaser specifically requests the 
document, 

(ii)   that the purchaser is entitled to 
receive upon request, at no cost to 
the purchaser, the most recently 
filed ETF facts document by calling 
a specified toll-free number, or by 

sending a request by mail or e-mail 
to a specified address or e-mail 
address, 

(iii) how to access the ETF facts 
document electronically, 

(iv) that the purchaser will not have a 
right of withdrawal under securities 
legislation for subsequent 
purchases of a security of an ETF 
under the plan, but will continue to 
have a right of action if there is a 
misrepresentation in the prospectus 
or any document incorporated by 
reference into the prospectus, and 

(v) that the purchaser may terminate 
the plan at any time; 

(c)  at least annually during the term of 
the plan, the dealer notifies the 
purchaser in writing of how the 
purchaser can request the most 
recently filed ETF facts document; 

(d)  the dealer delivers or sends the most 
recently filed ETF facts document to 
the purchaser if the purchaser 
requests the document. 

3C.2.3 Delivery of ETF facts documents for managed 
accounts and permitted clients 

(1)  In this section: 

“managed account” has the same 
meaning as in section 1.1 of National 
Instrument 31-103 Registration 
Requirements, Exemptions and Ongoing 
Registrant Obligations; 

“permitted client” has the same meaning 
as in section 1.1 of National Instrument 31-
103 Registration Requirements, 
Exemptions and Ongoing Registrant 
Obligations. 

 (2)  Despite subsection 3C.2(2), a dealer is not 
required to deliver or send to the purchaser 
the most recently filed ETF facts document 
for the applicable class or series of 
securities of the ETF in connection with the 
purchase of a security of the ETF if either 
of the following apply: 

 (a) the purchase is made in a managed 
account; 

 (b) the purchaser is a permitted client that 
is not an individual. 

3C.2.4 Delivery of ETF facts documents for automatic 
switch programs 

 (1)  In this section: 

 “automatic switch” has the same 
meaning as in section 1.1 of National 
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Instrument 81-101 Mutual Fund 
Prospectus Disclosure; 

 “automatic switch program” has the 
same meaning as in section 1.1 of 
National Instrument 81-101 Mutual Fund 
Prospectus Disclosure. 

(2)  Despite subsection 3C.2(2), a dealer is 
not required to deliver or send to the 
purchaser the most recently filed ETF 
facts document for the applicable class or 
series of securities of the ETF in 
connection with the purchase of a 
security of the ETF made as an automatic 
switch pursuant to an automatic switch 
program if all of the following apply: 

 (a)  the purchase is not the first 
purchase under the automatic 
switch program; 

 (b) the dealer has provided a notice to 
the purchaser that states 

  (i) that the purchaser will not 
receive an ETF facts 
document after the date of the 
notice, unless the purchaser 
specifically requests the 
document, 

  (ii) that the purchaser is entitled 
to receive upon request, at no 
cost to the purchaser, the 
most recently filed ETF facts 
document by calling a 
specified toll-free number, or 
by sending a request by mail 
or e-mail to a specified 
address or e-mail address, 

  (iii) how to access the ETF facts 
document electronically, and 

  (iv) that the purchaser will not 
have a right of withdrawal 
under securities legislation for 
subsequent purchases of a 
security of an ETF under the 
automatic purchase program, 
but will continue to have a 
right of action if there is a 
misrepresentation in the 
prospectus or any document 
incorporated by reference into 
the prospectus; 

(c)   at least annually, the dealer notifies 
the purchaser in writing of how the 
purchaser can request the most 
recently filed ETF facts document; 

(d)  the dealer delivers or sends the most 
recently filed ETF facts document to 
the purchaser if the purchaser 
requests the document; 

(e)  with respect to the first purchase 
under the automatic switch program, 
the ETF facts document delivered or 
sent to the purchaser included the 
ETF facts automatic switch program 
information as defined in Appendix F. 

3C.3 Combinations of ETF facts documents for 
delivery purposes 

(1) An ETF facts document delivered or sent 
under section 3C.2, 3C.2.2 or 3C.2.4 must 
not be combined with any other materials or 
documents including, for greater certainty, 
another ETF facts document, except one or 
more of the following: 

(a) a general front cover pertaining to 
the package of combined materials 
and documents; 

(b) a trade confirmation which discloses 
the purchase of securities of the 
ETF; 

(c) an ETF facts document of another 
ETF if that ETF facts document is 
also being delivered or sent under 
section 3C.2; 

(d) the prospectus of the ETF; 

(e) any material or document 
incorporated by reference into the 
prospectus; 

(f) an account application document; 

(g) a registered tax plan application or 
related document. 

(2) If a trade confirmation referred to in 
subsection (1)(b) is combined with an ETF 
facts document, any other disclosure 
documents required to be delivered or sent 
to satisfy a regulatory requirement for 
purchases listed in the trade confirmation 
may be combined with the ETF facts 
document. 

(3) If an ETF facts document is combined with 
any of the materials or documents referred 
to in subsection (1), a table of contents 
specifying all documents must be combined 
with the ETF facts document, unless the 
only other documents combined with the 
ETF facts document are the general front 
cover permitted under paragraph (1)(a) or 
the trade confirmation permitted under 
paragraph (1)(b). 

(4) If one or more ETF facts documents are 
combined with any of the materials or 
documents referred to in subsection (1), 
only the general front cover permitted under 
paragraph (1)(a), the table of contents 
required under subsection (3) and the trade 
confirmation permitted under paragraph 
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(1)(b) may be placed in front of those ETF 
facts documents. 

3C.4 Combinations of ETF facts documents for filing 
purposes - For the purposes of sections 6.2, 9.1 
and 9.2, an ETF facts document may be combined 
with another ETF facts document in a prospectus. 

3C.5 Time of receipt 

(1) For the purpose of this Part, where the latest 
ETF facts document referred to in 
subsection 3C.2(2) is sent by prepaid mail, it 
shall be deemed conclusively to have been 
received in the ordinary course of mail by 
the person or company to whom it was 
addressed. 

(2) Subsection (1) does not apply in Ontario. 

(3) Subsection (1) does not apply in Québec. 

[Note: In Ontario, the same time of receipt is 
reflected in an amendment to s. 71(4) of the 
Securities Act (Ontario).] 

3C.6 Dealer as agent 

(1) For the purpose of this Part, a dealer acts as 
agent of the purchaser if the dealer is acting 
solely as agent of the purchaser with respect 
to the purchase and sale in question and 
has not received and has no agreement to 
receive compensation from or on behalf of 
the vendor with respect to the purchase and 
sale. 

(2) Subsection (1) does not apply in Ontario. 

(3) Subsection (1) does not apply in Québec.  

(4) Subsection (1) does not apply in British 
Columbia. 

[Note: In Ontario, the same agency rule is reflected 
in an amendment to s. 71(7) of the Securities Act 
(Ontario).] 

3C.7 Purchaser’s right of action for failure to deliver 
or send  

(1) A purchaser has a right of action if an ETF 
facts document is not delivered or sent as 
required by subsection 3C.2(2), as the 
purchaser would otherwise have when a 
prospectus is not delivered or sent as 
required under securities legislation and, for 
that purpose, an ETF facts document is a 
prescribed document under the statutory 
right of action. 

(2) In Alberta, instead of subsection (1), section 
206 of the Securities Act (Alberta) applies. 

(3) In Manitoba, instead of subsection (1), 
section 141.2 of the Securities Act 
(Manitoba) applies and the ETF facts 
document is a prescribed document for the 
purposes of section 141.2. 

(4) In Nova Scotia, instead of subsection (1), 
section 141 of the Securities Act (Nova 
Scotia) applies. 

(5) In Ontario, instead of subsection (1), section 
133 of the Securities Act (Ontario) applies. 

(6) In Québec, instead of subsection (1), section 
214.1 of the Securities Act (Québec) 
applies. 

(7) In British Columbia, for the purpose of 
subsection (1), “statutory right of action” 
means section 135 of the Securities Act 
(British Columbia). 

(8) In Saskatchewan, instead of subsection (1), 
section 141 of The Securities Act, 1988 
applies. 

PART 4 - FINANCIAL STATEMENTS AND RELATED 
DOCUMENTS IN A LONG FORM PROSPECTUS 

4.1 Application 

(1) An issuer, other than an investment fund, 
that files a long form prospectus must 
include in the long form prospectus the 
financial statements and the management’s 
discussion and analysis required by this 
Instrument. 

(2) Subject to Part 15, an investment fund that 
files a long form prospectus must include in 
the long form prospectus the financial 
statements and the management reports of 
fund performance required by this 
Instrument. 

(3) For the purposes of this Part, “financial 
statements” do not include pro forma 
financial statements. 

4.2 Audit of financial statements 

(1) Any financial statements included in a long 
form prospectus filed in the form of Form 
41-101F1 must be audited in accordance 
with NI 52-107 unless an exception in 
section 32.5 or subsection 35.1(3) of 
Form 41-101F1 applies. 

(2) Any financial statements, other than an 
interim financial report, included in or 
incorporated by reference into a long form 
prospectus of an investment fund filed in the 
form of Form 41-101F2 or Form 41-101F3 
must meet the audit requirements of Part 2 
of NI 81-106. 

 

4.3 Review of unaudited financial statements 

(1) Subject to subsection (2) and (3), any 
unaudited financial statements included in, 
or incorporated by reference into, a long 
form prospectus must have been reviewed 
in accordance with the relevant standards 
set out in the Handbook for a review of 
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financial statements by the person or 
company’s auditor or a review of financial 
statements by a public accountant. 

(2) Subsection (1) does not apply to an 
investment fund’s unaudited financial 
statements filed after the date of filing of the 
prospectus that are incorporated by 
reference into the prospectus under Part 15. 

(3) If NI 52-107 permits the financial statements 
of the person or company in subsection (1) 
to be audited in accordance with 

(a) U.S. AICPA GAAS, the unaudited 
financial statements may be reviewed 
in accordance with the review 
standards issued by the American 
Institute of Certified Public 
Accountants, 

(a.1) U.S. PCAOB GAAS, the unaudited 
financial statements may be reviewed 
in accordance with the review 
standards issued by the Public 
Company Accounting Oversight Board 
(United States of America), 

(b) International Standards on Auditing, 
the unaudited financial statements may 
be reviewed in accordance with 
International Standards on Review 
Engagement issued by the 
International Auditing and Assurance 
Standards Board, or 

(c) auditing standards that meet the 
foreign disclosure requirements of the 
designated foreign jurisdiction to which 
the person or company is subject, the 
unaudited financial statements 

(i) may be reviewed in accordance with 
review standards that meet the 
foreign disclosure requirements of 
the designated foreign jurisdiction, or 

(ii) do not have to be reviewed if 

(A) the designated foreign jurisdiction 
does not have review standards for 
unaudited financial statements, 
and 

(B) the long form prospectus includes 
disclosure that the unaudited 
financial statements have not been 
reviewed. 

4.4 Approval of financial statements and related 
documents 

(1) An issuer must not file a long form 
prospectus unless each financial statement, 
each management’s discussion and 
analysis, and each management report of 
fund performance, as applicable, of a 
person or company included in, or 
incorporated by reference into, the long 

form prospectus has been approved by the 
board of directors of the person or 
company. 

(2) An investment fund that is a trust must not 
file a long form prospectus unless each 
financial statement and each management 
report of fund performance of the 
investment fund included in, or incorporated 
by reference into, the long form prospectus 
has been approved by the trustee or 
trustees of the investment fund or another 
person or company authorized to do so by 
the constating documents of the investment 
fund. 

PART 5 - CERTIFICATES 

5.1 Interpretation - For the purposes of this Part, 

(a) “issuer certificate form” means a certificate 
in the form set out in 

(i) section 37.2 of Form 41-101F1, 

(ii) section 39.1 of Form 41-101F2, 

(ii.1) section 9.1 of Part D of Form 41-101F3, 

(iii) section 21.2 of Form 44-101F1, 

(iv) NI 44-102 in 

(A) section 1.1 of Appendix A, 

(B) section 2.1 of Appendix A, 

(C) section 1.1 of Appendix B, or 

(D) section 2.1 of Appendix B, or 

(v) NI 44-103 in 

(A) paragraph 7 of subsection 3.2(1), or 

(B) paragraph 3 of subsection 4.5(2), and 

(b) “underwriter certificate form” means a 
certificate in the form set out in 

(i) section 37.3 of Form 41-101F1, 

(ii) section 39.3 of Form 41-101F2, 

(ii.1) section 9.3 of Part D of Form 41-101F3, 

(iii) section 21.3 of Form 44-101F1, 

(iv) NI 44-102 in 

(A) section 1.2 of Appendix A, 

(B) section 2.2 of Appendix A, 

(C) section 1.2 of Appendix B, or 

(D) section 2.2 of Appendix B, or 

(v) NI 44-103 in 

(A) paragraph 8 of subsection 3.2(1), 
or 

(B) paragraph 4 of subsection 4.5(2). 
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5.2 Date of certificates - The date of the certificates 
in a prospectus or an amendment to a prospectus 
must be the same as the date of the prospectus or 
the amendment to the prospectus, as applicable. 

5.3 Certificate of issuer 

(1) Except in Ontario, a prospectus must 
contain a certificate signed by the issuer. 

[Note: In Ontario, section 58 of the Securities Act 
(Ontario) imposes a similar requirement that a 

prospectus contain a certificate of the issuer.]1 

(2) A prospectus certificate that is required to 
be signed by the issuer under this 
Instrument or other securities legislation 
must be in the applicable issuer certificate 
form. 

5.4 Corporate issuer 

(1) Except in Ontario, if the issuer is a 
company, a prospectus certificate that is 
required to be signed by the issuer under 
this Instrument or other securities legislation 
must be signed 

(a) by the chief executive officer and the 
chief financial officer of the issuer, and 

(b) on behalf of the board of directors, by 

(i) any two directors of the issuer, other 
than the persons referred to in 
paragraph (a) above, or 

(ii) if the issuer has only three directors, 
two of whom are the persons 
referred to in paragraph (a), all of the 
directors of the issuer. 

(2) Except in Ontario, if the regulator is satisfied 
that either or both of the chief executive 
officer or chief financial officer cannot sign a 
certificate in a prospectus, the regulator 
may accept a certificate signed by another 
officer. 

[Note: In Ontario, section 58 of the Securities Act 
(Ontario) imposes similar requirements regarding 
who must sign the issuer certificate.] 

5.5 Trust issuer 

(1) If the issuer is a trust, a prospectus 
certificate that is required to be signed by 

 

 

1In Ontario, a number of prospectus related requirements in this 
Instrument are either set out in the Securities Act (Ontario) or 
Ontario does not have a similar requirement. We have identified 
carve-outs from the Instrument where a similar requirement is 
set out in the Securities Act (Ontario). Where no corresponding 
statutory provision has been identified for an Ontario carve-out, 

the issuer under this Instrument or other 
securities legislation must be signed by 

(a) the individuals who perform functions 
for the issuer similar to those performed 
by the chief executive officer and the 
chief financial officer of a company, and 

(b) two trustees of the issuer, on behalf of 
the trustees of the issuer. 

(2) If a trustee that is signing the certificate of 
the issuer is 

(a) an individual, the individual must sign 
the certificate, 

(b) a company, the certificate must be 
signed 

(i) by the chief executive officer and 
the chief financial officer of the 
trustee, and 

(ii) on behalf of the board of directors 
of the trustee, by 

(A) any two directors of the 
trustee, other than the persons 
referred to in subparagraph (i), 
or 

(B) if the trustee has only three 
directors, two of whom are the 
persons referred to in 
subparagraph (i), all of the 
directors of the trustee, 

(c) a limited partnership, the certificate 
must be signed by each general partner 
of the limited partnership as described 
in subsection 5.6(2) in relation to an 
issuer that is a limited partnership, or 

(d) not referred to in paragraphs (a), (b) or 
(c), the certificate may be signed by any 
person or company with authority to 
bind the trustee. 

(3) Despite subsections (1) and (2), if the issuer 
is an investment fund and the declaration of 
trust, trust indenture or trust agreement 
establishing the investment fund delegates 
the authority to do so, or otherwise 
authorizes an individual or company to do 
so, the certificate may be signed by the 
individual or company to whom the authority 

Ontario has generally not adopted a similar requirement. Notes 
included in this Instrument have been inserted for convenience 
of reference only and do not form part of this Instrument or have 
any force or effect as a rule or policy. 
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is delegated or that is authorized to sign the 
certificate. 

(4) Despite subsections (1) and (2), if the 
trustees of an issuer, other than an 
investment fund, do not perform functions 
for the issuer similar to those performed by 
the directors of a company, the trustees are 
not required to sign the prospectus 
certificate of the issuer provided that at least 
two individuals who do perform functions for 
the issuer similar to those performed by the 
directors of a company sign the certificate. 

(5) If the regulator is satisfied that an individual 
who performs functions for the issuer similar 
to those performed by either the chief 
executive officer or the chief financial officer 
of a company cannot sign a certificate in a 
prospectus, the regulator may accept a 
certificate signed by another individual. 

5.6 Limited partnership issuer 

(1) If the issuer is a limited partnership, a 
prospectus certificate that is required to be 
signed by the issuer under this Instrument or 
other securities legislation must be signed 
by 

(a) the individuals who perform functions 
for the issuer similar to those performed 
by the chief executive officer and the 
chief financial officer of a company, and 

(b) each general partner of the issuer. 

(2) If a general partner of the issuer is 

(a) an individual, the individual must sign 
the certificate, 

(b) a company, the certificate must be 
signed 

(i) by the chief executive officer and 
the chief financial officer of the 
general partner, and 

(ii) on behalf of the board of directors 
of the general partner, by 

(A) any two directors of the 
general partner, other than the 
persons referred to in 
subparagraph (i), or 

(B) if the general partner has only 
three directors, two of whom 
are the persons referred to in 
subparagraph (i), all of the 
directors of the general 
partner, 

(c) a limited partnership, the certificate 
must be signed by each general partner 
of the limited partnership and, for 
greater certainty, this subsection 

applies to each general partner required 
to sign, 

(d) a trust, the certificate must be signed by 
the trustees of the general partner as 
described in subsection 5.5(2) in 
relation to an issuer that is a trust, or 

(e) not referred to in paragraphs (a) to (d), 
the certificate may be signed by any 
person or company with authority to 
bind the general partner. 

(3) If the regulator is satisfied that an individual 
who performs functions for the issuer similar 
to those performed by either the chief 
executive officer or the chief financial officer 
of a company cannot sign a certificate in a 
prospectus, the regulator may accept a 
certificate signed by another individual. 

5.7 Other issuer - If an issuer is not a company, trust 
or limited partnership, a prospectus certificate that 
is required to be signed by the issuer under this 
Instrument or other securities legislation must be 
signed by the persons or companies that, in 
relation to the issuer, are in a similar position or 
perform a similar function to the persons or 
companies required to sign under sections 5.4, 5.5 
and 5.6. 

5.8 Reverse takeovers - Except in Ontario, if an 
issuer is involved in a proposed reverse takeover 
that has progressed to a state where a reasonable 
person would believe that the likelihood of the 
reverse takeover being completed is high, a 
prospectus must contain a certificate, in the 
applicable issuer certificate form, signed 

(a) by the chief executive officer and the chief 
financial officer of the reverse takeover 
acquirer, and 

(b) on behalf of the board of directors of the 
reverse takeover acquirer, by 

(i) any two directors of the reverse takeover 
acquirer, other than the persons referred 
to in paragraph (a) above, or 

(ii) if the reverse takeover acquirer has only 
three directors, two of whom are the 
persons referred to in paragraph (a), all of 
the directors of the reverse takeover 
acquirer. 

5.9 Certificate of underwriter 

(1) Except in Ontario, a prospectus must 
contain a certificate signed by each 
underwriter who, with respect to the 
securities offered by the prospectus, is in a 
contractual relationship with the issuer or a 
securityholder whose securities are being 
offered by the prospectus. 

[Note: In Ontario, subsection 59(1) of the 
Securities Act (Ontario) imposes a similar 
requirement that a prospectus contain a certificate 
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signed by each underwriter in a contractual 
relationship with the issuer.] 

(2) A prospectus certificate that is required to 
be signed by an underwriter under this 
Instrument or other securities legislation 
must be in the applicable underwriter 
certificate form. 

(3) Except in Ontario, with the consent of the 
regulator, a certificate in a prospectus may 
be signed by the underwriter’s agent duly 
authorized in writing by the underwriter. 

[Note: In Ontario, subsection 59(2) of the 
Securities Act (Ontario) provides a similar 
discretion to the Director to permit the certificate to 
be signed by an underwriter’s agent.] 

5.10 Certificate of investment fund manager 

(1) If the issuer has an investment fund 
manager, a prospectus must contain a 
certificate, in the applicable issuer certificate 
form, signed by the investment fund 
manager. 

(2) If the investment fund manager is a 
company, the certificate must be signed 

(a) by the chief executive officer and the 
chief financial officer of the investment 
fund manager, and 

(b) on behalf of the board of directors, by 

(i) any two directors of the investment 
fund manager, other than the 
persons referred to in paragraph 
(a) above, or 

(ii) if the investment fund manager 
has only three directors, two of 
whom are the persons referred to 
in paragraph (a), all of the directors 
of the investment fund manager. 

(3) If the investment fund manager is a 
limited partnership, the certificate must 
be signed by the general partner of 
such limited partnership as described in 
subsection 5.6(2) in relation to an issuer 
that is a limited partnership. 

5.10.1 Certificate of principal distributor 

(1) If the issuer is an investment fund that has a 
principal distributor, a prospectus must 
contain a certificate, in the applicable 
underwriter certificate form, signed by the 
principal distributor. 

(2) The certificate to be signed by the principal 
distributor must be signed by an officer or 
director of the principal distributor who is 
authorized to sign. 

5.11 Certificate of promoter 

(1) Except in Ontario, a prospectus must 
contain a certificate signed by each 
promoter of the issuer. 

[Note: In Ontario, subsection 58(1) of the 
Securities Act (Ontario) imposes a similar 
requirement that a prospectus shall contain a 
certificate signed by each promoter of the issuer.] 

(2) A prospectus certificate required to be 
signed by a promoter under this Instrument 
or other securities legislation must be in the 
applicable issuer certificate form. 

(3) Except in Ontario, the regulator may require 
any person or company who was a 
promoter of the issuer within the two 
preceding years to sign a certificate to the 
prospectus, in the applicable issuer 
certificate form. 

[Note: In Ontario, subsection 58(6) of the 
Securities Act (Ontario) provides the Director with 
similar discretion to require a person or company 
who was a promoter of the issuer within the two 
preceding years to sign a prospectus certificate, 
subject to such conditions as the Director 
considers proper.] 

(4) Despite subsection (3), in British Columbia, 
the powers of the regulator with respect to 
the matters described in subsection (3) are 
set out in the Securities Act (British 
Columbia). 

(5) Except in Ontario, with the consent of the 
regulator, a certificate of a promoter in a 
prospectus may be signed by an agent duly 
authorized in writing by the person or 
company required to sign the certificate. 

[Note: In Ontario, subsection 58(7) of the 
Securities Act (Ontario) provides the Director with 
similar discretion to permit a certificate in a 
prospectus to be signed by an agent of a 
promoter.] 

5.12 Certificate of credit supporter 

(1) If there is a related credit supporter of the 
issuer or a subsidiary of the issuer, a 
prospectus must contain a certificate of the 
related credit supporter, in the applicable 
issuer certificate form, signed 

(a)  by the chief executive officer and the 
chief financial officer of the credit 
supporter, and 

(b)  on behalf of the board of directors of the 
credit supporter, by 

(i) any two directors of the credit 
supporter, other than the persons 
referred to in paragraph (a) above, 
or 
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(ii) if the credit supporter has only 
three directors, two of whom are 
the persons referred to in 
paragraph (a), all of the directors of 
the credit supporter. 

(2) With the consent of the regulator, a 
certificate in a prospectus may be signed by 
the credit supporter’s agent duly authorized 
in writing by the credit supporter. 

(3) Except in Ontario, the regulator may require 
any other person or company that is a credit 
supporter of either the issuer or a subsidiary 
of the issuer to sign a certificate to the 
prospectus, in the applicable issuer 
certificate form. 

[Note: In Ontario, subsection 58(6) of the 
Securities Act (Ontario) provides the Director with 
similar discretion to require a person or company 
who is a guarantor of the securities being 
distributed to sign a prospectus certificate, subject 
to such conditions as the Director considers 
proper.] 

(4) Despite subsection (3), in British Columbia, 
the powers of the regulator with respect to 
the matters described in subsection (3) are 
set out in the Securities Act (British 
Columbia). 

5.13 Certificate of selling securityholders 

(1) Except in Ontario, the regulator may require 
any person or company that is a selling 
securityholder to sign a certificate to the 
prospectus, in the applicable issuer 
certificate form. 

(2)  Despite subsection (1), in British Columbia, 
the powers of the regulator with respect to 
the matters described in subsection (1) are 
set out in the Securities Act (British 
Columbia). 

5.14 Certificate of operating entity 

(1) For the purposes of this section, the term 
“operating entity” means, in relation to an 
issuer, a person or company through which 
the business of the issuer, or a material part 
of the business of the issuer, is conducted 
and for which the issuer is required under 
securities legislation, or has undertaken, to 
provide to its securityholders separate 
financial statements of the person or 
company if the issuer’s financial statements 
do not include consolidated information 
concerning the person or company. 

(2) A prospectus of an issuer that is a trust 
must contain a certificate, in the applicable 
issuer certificate form, signed 

(a) by the chief executive officer and the 
chief financial officer of the operating 
entity, and 

(b) on behalf of the board of directors of 
the operating entity, by 

(i) any two directors of the operating 
entity, other than the persons 
referred to in paragraph (a) above, 
or 

(ii) if the operating entity has only 
three directors, two of whom are 
the persons referred to in 
paragraph (a), all of the directors 
of the operating entity. 

5.15 Certificate of other persons 

(1) Except in Ontario, the regulator may, in its 
discretion, require any person or company 
to sign a certificate to the prospectus, in the 
form that the regulator considers 
appropriate. 

(2) Despite subsection (1), in British Columbia, 
the powers of the regulator with respect to 
the matters described in subsection (1) are 
set out in the Securities Act (British 
Columbia). 

PART 6 - AMENDMENTS 

6.1 Form of amendment 

(1) An amendment to a prospectus must be 
either 

(a) an amendment that does not fully 
restate the text of the prospectus, or 

(b) an amended and restated prospectus. 

(2) An amendment to a prospectus must be 
identified as follows: 

(a) for an amendment that does not restate 
the text of the prospectus: 

“Amendment no. [insert amendment 
number] dated [insert date of 
amendment] to [identify prospectus] 
dated [insert date of prospectus being 
amended].”; or 

(b) for an amended and restated 
prospectus: 

“Amended and restated [identify 
prospectus] dated [insert date of 
amendment], amending and restating 
[identify prospectus] dated [insert 
date of prospectus being amended].” 

(3) Despite subsections (1) and (2), an 
amendment to a plan summary must be 
prepared in accordance with Part A of 
Form 41-101F3 without any further 
identification, and dated as of the date 
the plan summary is being amended. 

(4) An amendment to an ETF facts 
document must be prepared in 
accordance with Form 41-101F4 
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without any further identification, and 
dated as of the date the ETF facts 
document is being amended. 

6.2 Required documents for filing an 
amendment - An issuer that files an amendment 
to a prospectus must 

(a) file a signed copy of the amendment, 

(b) deliver to the regulator a copy of the 
prospectus blacklined to show the changes 
made by the amendment, if the amendment is 
also a restatement of the prospectus, 

(c) file or deliver any supporting documents 
required under this Instrument or other 
securities legislation to be filed or delivered 
with a prospectus, unless the documents 
originally filed or delivered with the prospectus 
are correct as of the date the amendment is 
filed, 

(d) in case of an amendment to a final 
prospectus, file any consent letter required to 
be filed with a final prospectus, dated as of the 
date of the amendment, and 

(e) in the case of an ETF, if the amendment 
relates to information in the ETF facts 
document, 

(i) file an amendment to the ETF facts 
document, and 

(ii) deliver to the regulator a copy of the ETF 
facts document, blacklined to show 
changes, including text deletions, from 
the latest ETF facts document previously 
filed. 

6.2.1 Required documents for filing an amendment 
to an ETF facts document - An ETF that files an 
amendment to an ETF facts document must, 
unless section 6.2 applies, 

(a) file an amendment to the corresponding 
prospectus, certified in accordance with 
Part 5, 

(b) deliver to the regulator a copy of the ETF facts 
document, blacklined to show changes, 
including text deletions, from the latest ETF 
facts document previously filed, and 

(c) file or deliver any other supporting documents 
required under this Instrument or other 
securities legislation, unless the documents 
originally filed or delivered are correct as of 
the date the amendment is filed. 

6.3 Auditor’s comfort letter - An issuer must deliver 
a new auditor’s comfort letter, if an amendment to 

(a) a preliminary long form prospectus materially 
affects, or relates to, an auditor’s comfort 
letter delivered under subparagraph 9.1(b)(iii), 

(b) a preliminary short form prospectus materially 
affects, or relates to, an auditor’s comfort 

letter delivered under subparagraph 4.1(b)(ii) 
of NI 44-101. 

6.4  Delivery of amendments - Except in Ontario, an 
issuer must deliver an amendment to a preliminary 
prospectus as soon as practicable to each 
recipient of the preliminary prospectus according 
to the record of recipients required to be 
maintained under securities legislation. 

[Note: In Ontario, subsection 57(3) of the 
Securities Act (Ontario) imposes a similar 
requirement regarding the delivery of amendments 
to a preliminary prospectus.] 

6.5 Amendment to a preliminary prospectus 

(1) Except in Ontario, if, after a receipt for a 
preliminary prospectus is issued but before 
a receipt for the final prospectus is issued, a 
material adverse change occurs, an 
amendment to the preliminary prospectus 
must be filed as soon as practicable, but in 
any event within 10 days after the day the 
change occurs. 

[Note: In Ontario, subsection 57(1) of the 
Securities Act (Ontario) imposes a similar 
requirement to file an amendment to a preliminary 
prospectus where there has been a material 
adverse change.] 

(2) The regulator must issue a receipt for an 
amendment to a preliminary prospectus as 
soon as practicable after the amendment is 
filed. 

6.6 Amendment to a final prospectus 

(1) Except in Ontario, if, after a receipt for a 
final prospectus is issued but before the 
completion of the distribution under the final 
prospectus, a material change occurs, an 
issuer must file an amendment to the final 
prospectus as soon as practicable, but in 
any event within 10 days after the day the 
change occurs. 

[Note: In Ontario, subsection 57(1) of the 
Securities Act (Ontario) imposes a similar 
requirement to file an amendment to a final 
prospectus where there has been a material 
change.] 

(2) Except in Ontario, if, after a receipt for a 
final prospectus or an amendment to the 
final prospectus is issued but before the 
completion of the distribution under the final 
prospectus or the amendment to the final 
prospectus, securities in addition to the 
securities previously disclosed in the final 
prospectus or the amendment to the final 
prospectus are to be distributed, an 
amendment to the final prospectus 
disclosing the additional securities must be 
filed, as soon as practicable, but in any 
event within 10 days after the decision to 
increase the number of securities offered. 
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[Note: In Ontario, subsection 57(2) of the 
Securities Act (Ontario) imposes a similar 
requirement to file an amendment to a prospectus 
any time there is a proposed distribution of 
securities in addition to that disclosed under the 
prospectus.] 

(3) Except in Ontario, the regulator must issue 
a receipt for an amendment to a final 
prospectus filed under this section unless 
the regulator considers that there are 
grounds set out in securities legislation that 
would cause the regulator not to issue the 
receipt for a prospectus. 

[Note: In Ontario, subsection 57(2.1) of the 
Securities Act (Ontario) imposes a similar 
obligation for the Director to issue a receipt for an 
amendment to a prospectus unless there are 
proper grounds for refusing the receipt.] 

(4) Except in Ontario, the regulator must not 
refuse to issue a receipt under subsection 
(3) without giving the issuer who filed the 
prospectus an opportunity to be heard. 

[Note: In Ontario, subsections 57(2.1) and 61(3) of 
the Securities Act (Ontario) impose a similar 
restriction on the Director to refuse to issue a 
receipt for a prospectus without first giving an 
issuer an opportunity to be heard.] 

(5) Except in Ontario, an issuer must not 
proceed with a distribution or additional 
distribution if an amendment to a final 
prospectus is required to be filed until a 
receipt for the amendment to the final 
prospectus is issued by the regulator. 

[Note: In Ontario, subsection 57(2.2) of the 
Securities Act (Ontario) imposes a similar 
restriction in respect of a distribution or additional 
distribution before a receipt is issued for an 
amendment to the final prospectus.] 

(6) Subsection (5) does not apply to an 
investment fund in continuous distribution. 

[Note: In Ontario, section 2.2 of OSC Rule 41-801 
Implementing National Instrument 41-101 General 
Prospectus Requirements and Consequential 
Amendments provides a similar exemption for an 
investment fund in continuous distribution from the 
requirement to obtain a receipt prior to making a 
distribution or additional distribution under an 
amendment to a final prospectus.] 

PART 7 - NON-FIXED PRICE OFFERINGS AND 
REDUCTION OF OFFERING PRICE UNDER A FINAL 
PROSPECTUS [NOT REPRODUCED] 

PART 8 - BEST EFFORTS DISTRIBUTIONS [NOT 
REPRODUCED] 

PART 8A - RIGHTS OFFERINGS [NOT REPRODUCED] 

PART 9 - REQUIREMENTS FOR FILING A LONG 
FORM PROSPECTUS 

9.1 Required documents for filing a preliminary or 
pro forma long form prospectus 

(1) An issuer that files a preliminary or pro 
forma long form prospectus must 

(a) file the following with the preliminary or 
pro forma long form prospectus 

(i)    Signed Copy - in the case of a 
preliminary long form prospectus, a 
signed copy of the preliminary long 
form prospectus; 

(ii) Documents Affecting the Rights of 
Securityholders - a copy of the 
following documents, and any 
amendments to the following 
documents, that have not 
previously been filed: 

(A) articles of incorporation, 
amalgamation, continuation or 
any other constating or 
establishing documents of the 
issuer, unless the constating or 
establishing document is a 
statutory or regulatory 
instrument, 

(B) by-laws or other corresponding 
instruments currently in effect, 

(C) any securityholder or voting 
trust agreement that the issuer 
has access to and that can 
reasonably be regarded as 
material to an investor in 
securities of the issuer, 

(D) any securityholders’ rights 
plans or other similar plans, 
and 

(E) any other contract of the issuer 
or a subsidiary of the issuer 
that creates or can reasonably 
be regarded as materially 
affecting the rights or 
obligations of the issuer’s 
securityholders generally; 

(iii) Material Contracts - a copy of any 
material contract required to be 
filed under section 9.3; 

(iv) Investment Fund Documents - if 
the issuer is an investment fund, 
the documents filed under 
subparagraphs (ii) and (iii) must 
include a copy of 

(A) any declaration of trust or trust 
agreement of the investment 
fund, limited partnership 
agreement, or any other 
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constating or establishing 
documents of the investment 
fund, 

(B) any agreement of the 
investment fund or the trustee 
with the manager of the 
investment fund, 

(C) any agreement of the 
investment fund, the manager 
or trustee with the portfolio 
advisers of the investment 
fund, 

(D) any agreement of the 
investment fund, the manager 
or trustee with the custodian of 
the investment fund, and 

(E) any agreement of the 
investment fund, the manager 
or trustee with the principal 
distributor of the investment 
fund; 

(iv.1) if the issuer is a scholarship plan, 
in addition to the documents filed 
under subparagraph (iv), a copy of 
the scholarship plan contract for 
the scholarship plan under the 
prospectus; 

(iv.2) if the issuer is an ETF, in addition 
to the documents filed under 
subparagraph (iv), an ETF facts 
document for each class or series 
of securities of the ETF; 

(v) Mining Reports - if the issuer has 
a mineral project, the technical 
reports required to be filed with a 
preliminary long form prospectus 
under NI 43-101; 

(vi) Reports and Valuations - a copy  
of each report or valuation 
referred to in the preliminary long 
form prospectus for which a 
consent is required to be filed 
under section 10.1 and that has 
not previously been filed, other 
than a technical report that 

(A) deals with a mineral project or 
oil and gas activities, and 

(B) is not otherwise required to be 
filed under subparagraph (v); 
and 

(vii) Marketing Materials - a copy of any 
template version of the marketing 
materials required to be filed under 
paragraph 13.7(1)(e); and 

(b) deliver to the regulator, concurrently 
with the filing of the preliminary or pro 

forma long form prospectus, the 
following: 

(i)  Blackline Copy of the 
Prospectus - in the case of a pro 
forma prospectus, a copy of the pro 
forma prospectus blacklined to 
show changes and the text of 
deletions from the latest prospectus 
filed; 

(i.1) Blackline Copy of the ETF Facts 
Document - in the case of a pro 
forma prospectus for an ETF, a 
copy of the pro forma ETF facts 
document for each class or series 
of securities of the ETF blacklined 
to show changes and the text of 
deletions from the latest ETF facts 
document previously filed; 

(ii)  Personal Information Form and 
Authorization to Collect, Use and 
Disclose Personal Information - a 
completed personal information 
form for, 

(A)  each director and executive 
officer of the issuer, 

(B) each promoter of the issuer, 
and  

(C)  if the promoter is not an 
individual,  

 (l) in the case of an issuer 
that is not an investment 
fund, each director and 
executive officer of the 
promoter, and 

 (ll)  in the case of an issuer 
that is an investment fund, 
and the promoter is not the 
manager of the investment 
fund, each director and 
executive officer of the 
promoter; 

(iii)  Auditor’s Comfort Letter regarding 
Audited Financial Statements - if a 
financial statement of an issuer or a 
business included in, or 
incorporated by reference into, a 
preliminary or pro forma long form 
prospectus is accompanied by an 
unsigned auditor’s report, a signed 
letter addressed to the regulator 
from the auditor of the issuer or of 
the business, as applicable, 
prepared in accordance with the 
form suggested for this 
circumstance in the Handbook; and 

(iv)  Marketing Materials - a copy of any 
template version of the marketing 
materials required to be delivered 
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under paragraph 13.7(4)(c) or 
13.12(2)(c). 

(1.1)  Despite subparagraph 9.1(1)(b)(ii), an 
investment fund is not required to deliver a 
personal information form for an individual 
referred to in subparagraph (1)(b)(ii) if the 
individual has submitted a Form 33-109F4 
Registration of Individuals and Review of 
Permitted Individuals under National 
Instrument 33-109 Registration Information. 

(2) Despite subparagraph (1)(b)(ii), an issuer is 
not required to deliver to the regulator a 
personal information form for an individual if 
the issuer, another issuer or, if the issuer is 
an investment fund, the manager of the 
investment fund issuer or another investment 
fund issuer, previously delivered a personal 
information form for the individual and all of 
the following are satisfied: 

(a) the certificate and consent included in 
or attached to the personal information 
form was executed by the individual 
within three years preceding the date of 
filing of the preliminary or pro-forma 
long form prospectus; 

(b) the responses given by the individual to 
questions 6 through 10 of the 
individual’s personal information form 
are correct as at a date that is within 30 
days of the filing of the preliminary or 
pro-forma long form prospectus; 

(c) if the personal information form was 
previously delivered to the regulator by 
another issuer, the issuer delivers to 
the regulator, concurrently with the filing 
of the preliminary or pro forma long 
form prospectus, a copy of the 
previously delivered personal 
information form or alternative 
information that is satisfactory to the 
regulator. 

(3)  Until May 14, 2016, subparagraph (1)(b)(ii) 
does not apply to an issuer in respect of the 
delivery of a personal information form for 
an individual if the issuer or, if the issuer is 
an investment fund, the manager of the 
investment fund issuer, previously delivered 
to the regulator a predecessor personal 
information form for the individual and all of 
the following are satisfied: 

(a) the certificate and consent included in 
or attached to the predecessor personal 
information form was executed by the 
individual within three years preceding 
the date of filing of the preliminary or 
pro-forma long form prospectus; 

(b) the responses given by the individual to 
questions 4(B) and (C) and questions 6 
through 9 or, in the case of a 
TSX/TSXV personal information form in 
effect after September 8, 2011, 
questions 6 through 10, of the 
individual’s predecessor personal 
information form are correct as at a date 
that is within 30 days of the filing of the 
preliminary or pro-forma long form 
prospectus. 

9.2 Required documents for filing a final long form 
prospectus - An issuer that files a final long form 
prospectus must 

(a) file the following with the final long form 
prospectus: 

(i) Signed Copy - a signed copy of the final 
long form prospectus; 

(ii) Documents Affecting the Rights of 
Securityholders - a copy of any 
document described under 
subparagraph 9.1(1)(a)(ii) that has not 
previously been filed; 

(iii) Material Contracts - a copy of each 
material contract required to be filed 
under section 9.3 that has not 
previously been filed under 
subparagraph 9.1(1)(a)(iii); 

(iv) Investment Fund Documents - a copy of 
any document described under 
subparagraph 9.1(1)(a)(iv), (iv.1) or 
(iv.2) that has not previously been filed; 

(v) Other Reports and Valuations - a copy 
of any report or valuation referred to in 
the final long form prospectus, for which 
a consent is required to be filed under 
section 10.1 and that has not previously 
been filed, other than a technical report 
that 

(A) deals with a mineral project or oil 
and gas activities of the issuer, and 

(B) is not otherwise required to be filed 
under subparagraph 9.1(1)(a)(v) or 
(vi); 

(vi) Issuer’s Submission to Jurisdiction - a 
submission to jurisdiction and 
appointment of agent for service of 
process of the issuer in the form set out 
in Appendix B, if an issuer is 
incorporated or organized in a foreign 
jurisdiction and does not have an office 
in Canada; 

(vii) Non-Issuer’s Submission to 
Jurisdiction - a submission to 
jurisdiction and appointment of agent for 
service of process of 

(A) each selling securityholder, 
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(A.1) each director of the issuer, and 

(B) any other person or company that 
provides or signs a certificate under 
Part 5 or other securities 
legislation, other than an issuer,  

in the form set out in Appendix C, if the 
person or company is incorporated or 
organized in a foreign jurisdiction and 
does not have an office in Canada or is 
an individual who resides outside of 
Canada; 

(viii) Expert’s Consents - the consents 
required to be filed under section 10.1; 

(ix) Credit Supporter’s Consent - the written 
consent of the credit supporter to the 
inclusion of its financial statements in 
the final long form prospectus, if 
financial statements of a credit 
supporter are required under Item 33 of 
Form 41-101F1 to be included in a final 
long form prospectus and a certificate of 
the credit supporter is not required 
under section 5.12 to be included in the 
final long form prospectus; 

(x) Undertaking in Respect of Credit 
Supporter Disclosure - an undertaking 
of the issuer to file the periodic and 
timely disclosure of a credit supporter 
similar to the disclosure provided under 
section 12.1 of Form 44-101F1, so long 
as the securities being distributed are 
issued and outstanding; 

(xi) Undertaking in Respect of Continuous 
Disclosure - An undertaking of the 
issuer to provide to its securityholders 
separate financial statements for an 
operating entity that investors need to 
make an informed decision about 
investing in the issuer’s securities if 

(A) the issuer is an income trust that is 
formed as a mutual fund trust as 
that term is used in the Income Tax 
Act (Canada), other than an 
“investment fund” as defined in 
section 1.1 of NI 81-106, 

(B) the underlying business or income 
producing assets of the operating 
entity generate net cash flow 
available for distribution to the 
issuer’s securityholders, and 

(C) the issuer’s performance and 
prospects depend primarily on the 
performance and operations of the 
operating entity; 

(xii) Undertaking to File Agreements, 
Contracts and Material Contracts - if an 
agreement, contract or declaration of 
trust under subparagraph (ii) or (iv) or a 

material contract under subparagraph 
(iii) has not been executed before the 
filing of the final long form prospectus 
but will be executed on or before the 
completion of the distribution, the issuer 
must file with the securities regulatory 
authority, no later than the time of filing 
of the final long form prospectus, an 
undertaking of the issuer to the 
securities regulatory authority to file the 
agreement, contract, declaration of trust 
or material contract promptly and in any 
event no later than seven days after 
execution of the agreement, contract, 
declaration of trust or material contract; 

(xii.1) Undertaking to File Unexecuted 
Documents - if a document referred to 
in subparagraph (ii) does not need to be 
executed in order to become effective 
and has not become effective before 
the filing of the final long form 
prospectus, but will become effective on 
or before the completion of the 
distribution, the issuer must file with the 
securities regulatory authority, no later 
than the time of filing of the final long 
form prospectus, an undertaking of the 
issuer to the securities regulatory 
authority to file the document promptly 
and in any event no later than seven 
days after the document becomes 
effective; 

(xiii) Undertaking in Respect of Restricted 
Securities - for distributions of 
non-voting securities, an undertaking of 
the issuer to give notice to holders of 
non-voting securities of a meeting of 
securityholders if a notice of such a 
meeting is given to its registered 
holders of voting securities; and 

(xiv) Marketing Materials - a copy of any 
template version of the marketing 
materials required to be filed under 
paragraph 13.7(1)(e), 13.7(7)(a), 
13.8(1)(e) or 13.8(7)(b) that has not 
previously been filed; and 

(b) deliver to the regulator, no later than the 
filing of the final long form prospectus 

(i) Blackline Copy of the Prospectus - a 
copy of the final long form prospectus 
blacklined to show changes from the 
preliminary or pro forma long form 
prospectus; 
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(i.1) Blackline Copy of the ETF Facts 
Document - in the case of a final long 
form prospectus for an ETF, a copy of 
the ETF facts document for each class 
or series of securities of the ETF 
blacklined to show changes and the text 
of deletions from the preliminary or pro 
forma ETF facts document; 

(ii) Communication with Exchange - if the 
issuer has made an application to list 
the securities being distributed on an 
exchange in Canada, a copy of a 
communication in writing from the 
exchange stating that the application for 
listing has been made and has been 
accepted subject to the issuer meeting 
the requirements for listing of the 
exchange; 

(iii) Marketing Materials - a copy of any 
template version of the marketing 
materials required to be delivered under 
paragraph 13.7(4)(c), 13.8(4)(c) or 
13.12(2)(c) that has not previously been 
delivered; 

(iv) Evidence of financial ability - the 
evidence of financial ability required to 
be delivered under section 8A.4 if it has 
not previously been delivered; and 

(v) Evidence of fair value - the evidence of 
fair value required to be delivered under 
subsection 8A.2(2) if it has not 
previously been delivered. 

9.3 Material contracts 

(1) Unless previously filed, an issuer that files a 
long form prospectus must file a material 
contract entered into 

(a) since the beginning of the last financial 
year ending before the date of the 
prospectus, or 

(b) before the beginning of the last financial 
year ending before the date of the 
prospectus if that material contract is 
still in effect. 

(2) Despite subsection (1), an issuer is not 
required to file a material contract entered 
into in the ordinary course of business 
unless the material contract is 

(a) a contract to which directors, officers, 
promoters, selling securityholders or 
underwriters are parties, other than a 
contract of employment, 

(b) a continuing contract to sell the majority 
of the issuer’s products or services or to 
purchase the majority of the issuer’s 
requirements of goods, services, or raw 
materials, 

(c) a franchise or licence or other 
agreement to use a patent, formula, 
trade secret, process or trade name, 

(d) a financing or credit agreement with 
terms that have a direct correlation with 
anticipated cash distributions, 

(e) an external management or external 
administration agreement, or 

(f) a contract on which the issuer’s 
business is substantially dependent. 

(3) A provision in a material contract filed 
pursuant to subsections (1) or (2) may be 
omitted or marked to be unreadable if an 
executive officer of the issuer reasonably 
believes that disclosure of that provision 
would be seriously prejudicial to the 
interests of the issuer or would violate 
confidentiality provisions. 

(4) Subsection (3) does not apply if the 
provision relates to 

(a) debt covenants and ratios in financing 
or credit agreements, 

(b)  events of default or other terms relating 
to the termination of the material 
contract, or 

(c) other terms necessary for 
understanding the impact of the 
material contract on the business of the 
issuer. 

(5)  If a provision is omitted or marked to be 
unreadable under subsection (3), the issuer 
must include a description of the type of 
information that has been omitted or marked 
to be unreadable immediately after the 
provision in the copy of the material contract 
filed by the issuer. 

(6) Despite subsections (1) and (2), an issuer is 
not required to file a material contract 
entered into before January 1, 2002 if the 
issuer is a reporting issuer in at least one 
jurisdiction immediately before filing the 
prospectus. 

PART 10 - CONSENTS AND LICENCES, 
REGISTRATIONS AND APPROVALS 

10.1 Consents of experts 

(1) Subject to subsection (1.1), an issuer must 
file the written consent of 

(a) any solicitor, auditor, accountant, 
engineer, or appraiser, 

(b) any notary in Québec, and 

(c) any person or company whose 
profession or business gives authority 
to a statement made by that person or 
company. 
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(1.1) Subsection (1) does not apply unless the 
person or company is named in a 
prospectus or an amendment to a 
prospectus directly or, if applicable, in a 
document incorporated by reference into the 
prospectus or amendment, 

(a) as having prepared or certified any part 
of the prospectus or the amendment, 

(b) as having opined on financial 
statements from which selected 
information included in the prospectus 
has been derived and which audit 
opinion is referred to in the prospectus 
directly or in a document incorporated 
by reference, or 

(c) as having prepared or certified a report, 
valuation, statement or opinion referred 
to in the prospectus or the amendment 
directly or in a document incorporated 
by reference. 

(2) A consent referred to in subsection (1) must 

(a) be filed no later than the time the final 
prospectus or the amendment to the 
final prospectus is filed or, for the 
purposes of future financial statements 
that have been incorporated by 
reference in a prospectus under 
subsection 15.2(3), no later than the 
date that those financial statements are 
filed, 

(b) state that the person or company being 
named consents 

(i) to being named, and 

(ii) to the use of that person or 
company’s report, valuation, 
statement or opinion, 

(c) refer to the report, valuation, statement 
or opinion stating the date of the report, 
valuation, statement or opinion, and 

(d) contain a statement that the person or 
company referred to in subsection (1) 

(i) has read the prospectus, and 

(ii) has no reason to believe that there 
are any misrepresentations in the 
information contained in it that are 

(A) derived from the report, 
valuation, statement or 
opinion, or 

(B) within the knowledge of the 
person or company as a result 
of the services performed by 
the person or company in 
connection with the report, 
financial statements, valuation, 
statement or opinion. 

(3) In addition to any other requirement of this 
section, the consent of an auditor or 
accountant must also state 

(a) the dates of the financial statements on 
which the report of the person or 
company is made, and 

(b) that the person or company has no 
reason to believe that there are any 
misrepresentations in the information 
contained in the prospectus that are 

(i) derived from the financial 
statements on which the person or 
company has reported, or 

(ii) within the knowledge of the person 
or company as a result of the audit 
of the financial statements. 

(4) Subsection (1) does not apply to a 
designated rating organization or its DRO 
affiliate that issues a rating to the securities 
being distributed under the prospectus. 

10.2 Licences, registrations and approvals - If the 
proceeds of the distribution will be used to 
substantially fund a material undertaking that 
would constitute a material departure from the 
business or operations of the issuer and the issuer 
has not obtained all material licences, registrations 
and approvals necessary for the stated principal 
use of proceeds, 

(a) the issuer must appoint a registered dealer 
authorized to make the distribution, a 
Canadian financial institution, or a lawyer who 
is a practicing member in good standing with a 
law society of a jurisdiction in which the 
securities are being distributed, or a notary in 
Québec, to hold in trust all funds received 
from subscriptions until all material licences, 
registrations and approvals necessary for the 
stated principal use of proceeds have been 
obtained, and 

(b) if all material licences, registrations and 
approvals necessary for the operation of the 
stated principal use of proceeds have not 
been obtained within 90 days from the date of 
receipt of the final prospectus, the trustee 
must return the funds to subscribers. 

PART 11 - OVER-ALLOCATION AND 
UNDERWRITERS [NOT REPRODUCED] 

PART 12 - RESTRICTED SECURITIES 

12.1 Application - This Part does not apply to 

(a)  securities of mutual funds, 

(b) securities that carry a right to vote subject to 
a restriction on the number or percentage of 
securities that may be voted or owned by 
persons or companies that are not citizens 
or residents of Canada or that are otherwise 
considered as a result of any law applicable 
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to the issuer to be non-Canadians, but only 
to the extent of the restriction, and 

(c) securities that are subject to a restriction, 
imposed by any law governing the issuer, 
on the level of ownership of the securities 
by a person, company or combination of 
persons or companies, but only to the 
extent of the restriction. 

12.2 Use of restricted security term 

(1) An issuer must not refer to a security in a 
prospectus by a term or a defined term that 
includes the word “common” unless the 
security is an equity security to which are 
attached voting rights exercisable in all 
circumstances, irrespective of the number 
or percentage of securities owned, that are 
not less, per security, than the voting rights 
attached to any other outstanding security 
of the issuer. 

(2) An issuer must not refer in a prospectus to 
a term or defined term that includes the 
word “preference” or “preferred”, unless the 
security is a security, other than an equity 
security, to which is attached a preference 
or right over any class of equity security of 
the issuer. 

(3) If restricted securities are referred to in the 
constating documents of the issuer by a 
term that is different from the appropriate 
restricted security term, the restricted 
securities may be described, in one place 
only in the prospectus, by the term used in 
the constating documents of the issuer; 
provided that, the description is not on the 
front page of the prospectus and is in the 
same type face and type size as that used 
generally in the body of the prospectus. 

(4) A class of securities that is or may become 
restricted securities must be referred to in a 
prospectus using a term or a defined term 
that includes the appropriate restricted 
security term. 

12.3 Prospectus filing eligibility 

(1) Subject to subsection (3), an issuer must not 
file a prospectus under which restricted 
securities, subject securities or securities 
that are, directly or indirectly, convertible 
into, or exercisable or exchangeable for, 
restricted securities or subject securities, are 
distributed unless 

(a) the distribution has received prior 
majority approval of the securityholders 
of the issuer in accordance with 
applicable law, including approval on a 
class basis if required and excluding 
any votes attaching at the time to 
securities held, directly or indirectly, by 

affiliates of the issuer or control persons 
of the issuer, or 

(b)  at the time of any restricted security 
reorganization related to the securities 
to be distributed 

(i) the restricted security 
reorganization received prior 
majority approval of the 
securityholders of the issuer in 
accordance with applicable law, 
including approval on a class basis 
if required and excluding any votes 
attaching at the time to securities 
held, directly or indirectly, by 
affiliates of the issuer or control 
persons of the issuer, 

(ii) the issuer was a reporting issuer in 
at least one jurisdiction, and 

(iii) no purposes or business reasons 
for the creation of restricted 
securities were disclosed that are 
inconsistent with the purpose of the 
distribution. 

(2) Subject to subsection (3), for each approval 
referred to in subsection (1), the issuer must 
have provided prior written disclosure in an 
information circular or notice to its 
securityholders that included 

(a) the name of each affiliate of the issuer 
that was a beneficial owner of securities 
of the issuer and the number of 
securities beneficially owned, directly or 
indirectly, by the affiliate as of the date 
of the information circular or notice to 
the extent known to the issuer after 
reasonable inquiry, 

(b) the name of each control person and 
the number of securities beneficially 
owned, directly or indirectly, by the 
control person as of the date of the 
information circular or notice, to the 
extent known to the issuer after 
reasonable inquiry, 

(c) a statement of the number of votes 
attaching to the securities that were 
excluded for the purpose of the 
approval to the extent known to the 
issuer after reasonable inquiry, and 

(d) the purpose and business reasons for 
the creation of restricted securities. 

(3) Subsections (1) and (2) do not apply if 

(a) the securities offered by the prospectus 
are of an existing class of restricted 
securities that were created before 
December 21, 1984, 



National Instrument 41-101 

 

- 28 - 

(b) the issuer was a private issuer 
immediately before filing the 
prospectus, 

(c) the securities offered by the prospectus 
are of the same class as securities 
distributed under a previous prospectus 
that was filed by an issuer that was, at 
the time of filing the previous 
prospectus, a private issuer, 

(d) the securities offered by the prospectus 
are previously unissued restricted 
securities distributed by way of stock 
dividend in the ordinary course to 
securityholders instead of a cash 
dividend if at the time of distribution 
there is a published market for the 
restricted securities, 

(e) the securities offered by the prospectus 
are distributed as a stock split that takes 
the form of a distribution of previously 
unissued restricted securities by way of 
stock dividend to holders of the same 
class of restricted securities if at the 
time of distribution there is a published 
market for the restricted securities and 
the distribution is part of a concurrent 
distribution by way of stock dividend to 
holders of all equity securities under 
which all outstanding equity securities 
of the issuer are increased in the same 
proportion, or 

(f) as of a date not more than seven days 
before the date of the prospectus, the 
issuer expects that in each local 
jurisdiction in which the prospectus will 
be filed the number of securities of each 
class of equity securities held by 
registered holders whose last address 
as shown on the books of the issuer is 
in the local jurisdiction, or beneficially 
owned by persons or companies in the 
local jurisdiction, will be less than two 
percent of the outstanding number of 
securities of the class after giving effect 
to the proposed distribution. 

PART 13 - ADVERTISING AND MARKETING IN 
CONNECTION WITH PROSPECTUS OFFERINGS OF 
ISSUERS OTHER THAN INVESTMENT FUNDS [NOT 
REPRODUCED] 

PART 13A - ADVERTISING AND MARKETING IN 
CONNECTION WITH PROSPECTUS OFFERINGS OF 
INVESTMENT FUNDS 

13A.1 Application - This Part applies to investment 
funds filing a prospectus in the form of Form 41-
101F2 or Form 41-101F3. 

13A.2 Legend for communications during the waiting 
period 

(1) A preliminary prospectus notice or other 
communication used in connection with a 
prospectus offering during the waiting period 
must contain the following legend, or words 
to the same effect: 

A preliminary prospectus containing 
important information relating to these 
securities has been filed with securities 
commissions or similar authorities in 
certain jurisdictions of Canada. The 
preliminary prospectus is still subject to 
completion or amendment. Copies of 
the preliminary prospectus may be 
obtained from [insert name and contact 
information for dealer or other relevant 
person or company]. There will not be 
any sale or acceptance of an offer to 
buy the securities until a receipt for the 
final prospectus has been issued. 

(2) If the preliminary prospectus notice or other 
communication is in writing, include the 
wording required under subsection (1) in 
bold type that is at least as large as that 
used generally in the body of the text. 

13A.3 Legend for communications following receipt 
for the final prospectus 

(1) A final prospectus notice or other 
communication used in connection with a 
prospectus offering following the issuance of 
a receipt for the final prospectus must 
contain the following legend, or words to the 
same effect: 

This offering is made only by 
prospectus. The prospectus contains 
important detailed information about 
the securities being offered. Copies of 
the prospectus may be obtained from 
[insert name and contact information 
for dealer or other relevant person or 
company]. Investors should read the 
prospectus before making an 
investment decision. 

(2) If the final prospectus notice or other 
communication is in writing, include the 
wording required under subsection (1) in 
bold type that is at least as large as that 
used generally in the body of the text. 

13A.4  Advertising during the waiting period - If the 
issuer is an investment fund, an advertisement 
used in connection with a prospectus offering 
during the waiting period may state only the 
following information: 

(a) whether the security represents a share in an 
incorporated entity or an interest in an 
unincorporated entity; 

(b) the name of the issuer; 
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(c) the price of the security; 

(d) the fundamental investment objectives of the 
investment fund; 

(e) the name of the manager of the investment 
fund; 

(f) the name of the portfolio manager of the 
investment fund; 

(g) the name and address of a person or 
company from whom a preliminary prospectus 
may be obtained and purchases of securities 
may be made; 

(h) how many securities will be made available; 

(i) whether the security is or will be a qualified 
investment for a registered retirement savings 
plan, registered retirement income fund, 
registered education savings plan or tax free 
savings account or qualifies, or will qualify, the 
holder for special tax treatment. 

PART 14 - CUSTODIANSHIP OF PORTFOLIO ASSETS 
OF AN INVESTMENT FUND 

14.1 General 

(1) This Part applies to an investment fund that 
prepares a prospectus in accordance with 
this Instrument, other than an investment 
fund subject to NI 81-102. 

(2) Subject to sections 14.8 and 14.9, all 
portfolio assets of an investment fund must 
be held under the custodianship of one 
custodian that satisfies the requirements of 
section 14.2. 

(3) No manager of an investment fund may act 
as a custodian or sub-custodian of the 
investment fund. 

14.2 Who may act as custodian or sub-custodian 

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

(a) a bank listed in Schedule I, II or III of 
the Bank Act (Canada); 

(b) a trust company that 

(i) is incorporated and licenced or 
registered under the laws of 
Canada or a jurisdiction, and 

(ii) has equity, as reported in its most 
recent audited financial statement, 
of not less than $10,000,000; 

(c) a company that is incorporated under 
the laws of Canada or a jurisdiction and 
is an affiliate of a bank or trust company 
referred to in paragraph (a) or (b), if 

(i) the company has equity, as 
reported in its most recent audited 

financial statements that have been 
made public, of not less than 
$10,000,000, or 

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

(2) If portfolio assets are held outside of 
Canada by a sub-custodian, the sub-
custodian must be one of the following: 

(a) an entity referred to in subsection (1); 

(b) an entity that 

(i) is incorporated or organized under 
the law of a country, or a political 
subdivision of a country, other than 
Canada, 

(ii) is regulated as a banking institution 
or trust company by the 
government, or an agency of the 
government of the country or 
political subdivision of the country 
under whose laws it is incorporated 
or organized, and 

(iii) has equity, as reported in its most 
recent audited financial statements 
of not less than the equivalent of 
$100,000,000; 

(c) an affiliate of an entity referred to in 
paragraph (a) or (b) if 

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

(ii) the entity referred to in paragraphs 
(a) or (b) has assumed 
responsibility for all of the custodial 
obligations of the affiliate for that 
investment fund. 

14.3 Standard of care 

(1) The custodian and each sub-custodian of an 
investment fund, in carrying out their duties 
concerning the safekeeping of, and dealing 
with, the portfolio assets of the investment 
fund, must exercise 

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

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

(2) No investment fund may relieve the 
custodian or a sub-custodian of the 
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investment 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) An investment fund may indemnify a 
custodian or sub-custodian against legal 
fees, judgments and amounts paid in 
settlement, actually and reasonably incurred 
by that entity in connection with custodial or 
sub-custodial services provided by that 
entity to the investment fund, if those fees, 
judgments and amounts were not incurred 
as a result of a breach of the standard of 
care described in subsection (1). 

(4) No investment fund may incur the cost of 
any portion of liability insurance that insures 
a custodian or sub-custodian for a liability, 
except to the extent that the custodian or 
sub-custodian may be indemnified for that 
liability under this section. 

14.4 Appointment of sub-custodian 

(1) 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, 

(a) in the case where the appointment is by 
the custodian, the investment fund 
gives written consent to each 
appointment, 

(b) in the case where the appointment is by 
a sub-custodian, the investment fund 
and the custodian of the investment 
fund give written consent to each 
appointment, 

(c) the sub-custodian is an entity described 
in subsection 14.2(1) or (2), as 
applicable, 

(d) the arrangements under which a sub-
custodian is appointed are such that the 
investment fund may enforce rights 
directly, or require the custodian or a 
sub-custodian to enforce rights on 
behalf of the investment fund, to the 
portfolio assets held by the appointed 
sub-custodian, and 

(e) the appointment is otherwise in 
compliance with this Instrument. 

(2) Despite paragraphs (1)(a) and (b), a general 
consent to the appointment of persons or 
companies that are part of an international 
network of sub-custodians within the 
organization of the custodian appointed by 
the investment fund or the sub-custodian 
appointed by the custodian is sufficient if 
that general consent is part of an agreement 
governing the relationship between the 

investment fund and the appointed 
custodian or the custodian and the 
appointed sub-custodian. 

(3) A custodian or sub-custodian must provide 
to the investment fund a list of each person 
or company that is appointed sub-custodian 
under a general consent referred to in 
subsection (2). 

14.5 Content of agreements 

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

(a) the location of portfolio assets, 

(b) the appointment of a sub-custodian, if 
any, 

(c) the provision of lists of sub-custodians, 

(d) the method of holding portfolio assets, 

(e) the standard of care and responsibility 
for loss, 

(f) review and compliance reports, and 

(g) the safekeeping of portfolio assets on 
terms consistent with the agreement 
between the investment fund and the 
custodian for an agreement between a 
custodian and a sub-custodian. 

(2) The provisions of an agreement referred to 
under subsection (1) must comply with the 
requirements of this Part. 

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

(a) provide for the creation of any security 
interest on the portfolio assets except 
for a good faith claim for payment of the 
fees and expenses of the custodian or 
sub-custodian for acting in that capacity 
or to secure the obligations of the 
investment fund to repay borrowings by 
the investment fund from a custodian or 
sub-custodian for the purpose of settling 
portfolio transactions, or 

(b) contain a provision that would require 
the payment of a fee to the custodian or 
sub-custodian for the transfer of the 
beneficial ownership of portfolio assets, 
other than for safekeeping and 
administrative services in connection 
with acting as custodian or sub-
custodian. 

14.6 Review and compliance reports 

(1) The custodian of an investment fund must, 
on a periodic basis and at least annually, 

(a) review the agreements referred to in 
section 14.5 to determine if those 
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agreements are in compliance with this 
Part, 

(b) make reasonable enquiries to ensure 
that each sub-custodian is an entity 
referred to in subsection 14.2(1) or (2), 
as applicable, and 

(c) make or cause to be made any changes 
that may be necessary to ensure that 

(i) the agreements are in compliance 
with this Part, and 

(ii) each sub-custodian is an entity 
referred to in subsection 14.2(1) or 
(2), as applicable. 

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

(a) of the names and addresses of all sub-
custodians of the investment fund, 

(b) if the agreements are in compliance 
with this Part, and 

(c) if, to the best of the knowledge and 
belief of the custodian, each sub-
custodian is an entity that satisfies the 
requirements of subsection 14.2(1) or 
(2), 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. 

14.7 Holding of portfolio assets and payment of 
fees 

(1) Except as provided in subsections (2) and 
(3) and sections 14.8 and 14.9, portfolio 
assets 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 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 the 
investment fund or the 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) A custodian or sub-custodian of an 
investment fund may deposit portfolio 
assets with a depository or a clearing 
agency that operates a book-based system. 

(4) The custodian or sub-custodian of an 
investment fund arranging for the deposit of 
portfolio assets with, and their delivery to, a 
depository, or clearing agency, that 
operates a book-based system must ensure 
that the records of any of the applicable 
participants in that book-based system or 
the custodian contain an account number or 
other designation sufficient to show that the 
beneficial ownership of the portfolio assets 
is vested in the investment fund. 

(5) No investment fund may pay a fee to a 
custodian or sub-custodian for the transfer 
of beneficial ownership of portfolio assets 
other than for safekeeping and 
administrative services in connection with 
acting as custodian or sub-custodian. 

14.8 Custodial provisions relating to derivatives and 
securities lending, repurchases and reverse 
repurchase agreements 

(1) For the purposes of subsection (4), 
“specified derivative” has the same meaning 
as in NI 81-102. 

(2) 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 margin 
already held by the dealer on behalf of the 
investment fund, exceed 10% of the net 
assets of the investment fund, taken at 
market value as at the time of deposit. 

(3) An investment fund may deposit portfolio 
assets with a dealer as margin for 
transactions outside Canada involving 
clearing corporation options, options on 
futures or standardized futures if 

(a) in the case of standardized futures and 
options on futures, the dealer is a 
member of a futures exchange or, in 
the case of clearing corporation 
options, is a member of a stock 
exchange, and, as a result in either 
case, is subject to a regulatory audit, 

(b) the dealer has a net worth, determined 
from its most recent audited financial 
statements that have been made 
public, in excess of the equivalent of 
$50 million, and 

(c) the amount of margin deposited does 
not, when aggregated with the amount 
of margin already held by the dealer on 
behalf of the investment fund, exceed 
10% of the net assets of the investment 
fund, taken at market value as at the 
time of deposit. 
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(4) An investment fund may deposit with its 
counterparty portfolio assets over which it 
has granted a security interest in connection 
with a particular specified derivatives 
transaction. 

(5) The agreement by which portfolio assets 
are deposited in accordance with 
subsection (2), (3) or (4) must require the 
person or company holding the portfolio 
assets to ensure that its records show that 
the investment fund is the beneficial owner 
of the portfolio assets. 

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

14.8.1 Custodial provisions relating to short sales 

(1) For the purposes of subsection (2), 
“borrowing agent” has the same meaning as 
in NI 81-102. 

(2) Except where the borrowing agent is the 
investment fund’s custodian or sub-
custodian, if an investment fund deposits 
portfolio assets with a borrowing agent as 
security in connection with a short sale of 
securities, the market value of portfolio 
assets deposited with the borrowing agent 
must not, when aggregated with the market 
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 
the investment fund at the time of deposit. 

(3) An investment fund must not deposit 
portfolio assets as security in connection 
with a short sale of securities with a dealer 
in Canada unless that dealer is a registered 
dealer and is a member of the Investment 
Industry Regulatory Organization of 
Canada. 

(4) An investment fund must not deposit 
portfolio assets as security in connection 
with a short sale of securities with a dealer 
outside Canada unless that dealer 

(a) is a member of a stock exchange and 
is subject to a regulatory audit, and 

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

14.9 Separate account for paying expenses - An 
investment fund may deposit cash in Canada with 
an entity referred to in paragraph (a) or (b) of 
subsection 14.2(1) to facilitate the payment of 
regular operating expenses of the investment fund. 

PART 15 - DOCUMENTS INCORPORATED BY 
REFERENCE BY INVESTMENT FUNDS 

15.1  Application - This Part applies only to an 
investment fund in continuous distribution. 

15.2 Incorporation by reference 

(1) An investment fund must incorporate by 
reference into its long form prospectus, by 
means of a statement to that effect, the filed 
documents listed in 

(a) section 37.1 of Form 41-101F2 for 
investment funds other than scholarship 
plans, and 

(b) subsection 4.1(1) of Part B of Form 41-
101F3 for scholarship plans. 

(2) If an investment fund does not incorporate 
by reference into its long form prospectus a 
document referred to in subsection (1), the 
document is deemed, for the purposes of 
securities legislation, to be incorporated by 
reference in the investment fund’s long form 
prospectus as of the date of the long form 
prospectus. 

(3) An investment fund must incorporate by 
reference in its long form prospectus, by 
means of a statement to that effect, the 
subsequently filed documents referred to in 

(a) section 37.2 of Form 41-101F2 for 
investment funds other than scholarship 
plans, and 

(b) subsection 4.1(2) of Part B of Form 41-
101F3 for scholarship plans. 

(4) If an investment fund does not incorporate 
by reference into its long form prospectus a 
document referred to in subsection (3), the 
document is deemed, for the purposes of 
securities legislation, to be incorporated by 
reference in the investment fund’s long form 
prospectus as of the date the investment 
fund filed the document. 

15.3 Documents to be delivered or sent upon 
request 

(1) An ETF must deliver or send to any person 
or company that requests the prospectus of 
the ETF or any of the documents 
incorporated by reference into the 
prospectus, a copy of the prospectus or 
requested document. 

(2) A document requested under subsection (1) 
must be delivered or sent within three 
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business days of receipt of the request and 
free of charge. 

PART 16 - DISTRIBUTION OF PRELIMINARY 
PROSPECTUS AND DISTRIBUTION LIST 

16.1  Distribution of preliminary prospectus and 
distribution list - Except in Ontario, any dealer 
distributing a security during the waiting period 
must 

(a) send a copy of the preliminary prospectus to 
each prospective purchaser who indicates an 
interest in purchasing the security and 
requests a copy of such preliminary 
prospectus, and 

(b) maintain a record of the names and 
addresses of all persons and companies to 
whom the preliminary prospectus has been 
forwarded. 

[Note: In Ontario, sections 66 and 67 of the 
Securities Act (Ontario) impose similar 
requirements regarding the distribution of a 
preliminary prospectus and maintaining a 
distribution list.] 

PART 17 - LAPSE DATE 

17.1 Pro forma prospectus 

(1) In this Part, “pro forma prospectus” means a 
long form prospectus that complies with the 
requirements described in subsection (2). 

(2) A pro forma prospectus must be prepared in 
the form of a long form prospectus in 
accordance with Form 41-101F1, Form 41-
101F2 or Form 41-101F3, as applicable, 
and other securities legislation, except that 
a pro forma prospectus is not required to 
contain prospectus certificates or to comply 
with sections 4.2, 4.3 and 4.4 of this 
Instrument. 

(3) This Part does not apply to a prospectus 
filed in accordance with NI 44-101, NI 44-
102 or NI 44-103. 

17.2 Refiling of prospectus 

(1) This section does not apply in Ontario. 

(2) In this section, “lapse date” means, with 
reference to the distribution of a security 
that has been qualified under a prospectus, 
the date that is 12 months after the date of 
the most recent final prospectus relating to 
the security. 

(3) An issuer must not continue the distribution 
of a security to which the prospectus 
requirement applies after the lapse date 
unless the issuer files a new prospectus 
that complies with securities legislation and 
a receipt for that new prospectus is issued 
by the regulator. 

(4) Despite subsection (3), a distribution may 
be continued for a further 12 months after a 
lapse date if, 

(a) the issuer delivers a pro forma 
prospectus not less than 30 days 
before the lapse date of the previous 
prospectus; 

(b) the issuer files a new final prospectus 
not later than 10 days after the lapse 
date of the previous prospectus; and 

(c) a receipt for the new final prospectus is 
issued by the regulator within 20 days 
after the lapse date of the previous 
prospectus. 

(5) The continued distribution of securities after 
the lapse date does not contravene 
subsection (3) unless and until any of the 
conditions of subsection (4) are not 
complied with. 

(6) Subject to any extension granted under 
subsection (7), if a condition in subsection 
(4) is not complied with, a purchaser may 
cancel a purchase made in a distribution 
after the lapse date in reliance on 
subsection (4) within 90 days after the 
purchaser first became aware of the failure 
to comply with the condition. 

(7) The regulator may, on an application of a 
reporting issuer, extend, subject to such 
terms and conditions as it may impose, the 
times provided by subsection (4) where in 
its opinion it would not be prejudicial to the 
public interest to do so. 

[Note: In Ontario, section 62 of the Securities Act 
(Ontario) imposes similar requirements and 
procedures regarding refiling of prospectuses.] 

PART 18 - STATEMENT OF RIGHTS 

18.1 Statement of rights - Except in Ontario, a 
prospectus must contain a statement of the rights 
given to a purchaser under securities legislation in 
case of a failure to deliver the prospectus or in 
case of a misrepresentation in a prospectus. 

[Note: In Ontario, section 60 of the Securities Act 
(Ontario) imposes a similar requirement for the 
inclusion of a statement of rights in a prospectus.] 

PART 19 - EXEMPTION 

19.1 Exemption 

(1) The regulator or the securities regulatory 
authority may grant an exemption from the 
provisions of 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 
regulator may grant such an exemption. 
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(3) Except in Alberta and Ontario, an 
exemption referred to in subsection (1) is 
granted under the statute referred to in 
Appendix B of NI 14-101 opposite the name 
of the local jurisdiction. 

19.2  Application for exemption - An application made 
to the securities regulatory authority or regulator 
for an exemption from the provisions of this 
Instrument must include a letter or memorandum 
describing the matters relating to the exemption, 
and indicating why consideration should be given 
to the granting of the exemption. 

19.3 Evidence of exemption 

(1) Subject to subsection (2) and without 
limiting the manner in which an exemption 
under this Part may be evidenced, the 
granting under this Part of an exemption, 
other than an exemption from 
subsection 2.2(2), may be evidenced by the 
issuance of a receipt for a final prospectus 
or an amendment to a final prospectus. 

(2) The issuance of a receipt for a final 
prospectus or an amendment to a final 
prospectus is not evidence that the 
exemption has been granted unless 

(a) the person or company that sought the 
exemption sent to the regulator 

(i) the letter or memorandum referred 
to in section 19.2 on or before the 
date of the filing of the pro forma or 
preliminary prospectus, or 

(ii) the letter or memorandum referred 
to in section 19.2 after the date of 
the filing of the pro forma or 
preliminary prospectus and 
received a written 
acknowledgement from the 
regulator that the exemption may 
be evidenced in the manner set 
out in subsection (1), and 

(b) the regulator has not before, or 
concurrently with, the issuance of the 
receipt sent notice to the person or 
company that sought the exemption, 
that the exemption sought may not be 
evidenced in the manner set out in 
subsection (1). 

PART 20 - EFFECTIVE DATE AND REPEAL 

20.1 [Repealed] 

20.2 Effective Date - This Instrument comes into force 
on March 17, 2008. 

20.3  Repeal - National Instrument 41-101 Prospectus 
Disclosure Requirements, which came into force 
on December 31, 2000, is repealed. 
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APPENDIX A - PERSONAL INFORMATION FORM AND 
AUTHORIZATION OF INDIRECT COLLECTION, USE 
AND DISCLOSURE OF PERSONAL INFORMATION 

[NOT REPRODUCED] 
 
 

APPENDIX B - ISSUER FORM OF SUBMISSION TO 
JURISDICTION AND APPOINTMENT OF AGENT FOR 

SERVICE OF PROCESS [NOT REPRODUCED] 
 

APPENDIX C - NON-ISSUER FORM OF SUBMISSION 
TO JURISDICTION AND APPOINTMENT OF AGENT 
FOR SERVICE OF PROCESS [NOT REPRODUCED] 

 

APPENDIX D - PRELIMINARY PROSPECTUS NOTICE 
PROVISIONS [NOT REPRODUCED] 

 

APPENDIX E - FINAL PROSPECTUS NOTICE 
PROVISIONS [NOT REPRODUCED] 
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APPENDIX F TO NATIONAL INSTRUMENT 41-101 
ETF Facts Automatic Switch Program Information for 

Section 3C.2.4 

For the purposes of paragraph 3C.2.4(2)(e),“ETF facts 
automatic switch program information” means a 
completed Form 41-101F4 Information Required in an 
ETF Facts Document modified as follows: 

(a) the heading under item 1(d) of Part I includes the 
name of each class or series of securities of the ETF 
in the automatic switch program; 

(b) the brief introduction to the ETF facts document 
under item 1(h) of Part I includes the name of each 
class or series of securities of the ETF in the 
automatic switch program; 

(c)  item 2(1) of Part I includes, for each class or series 
of securities of the ETF in the automatic switch 
program, the date the securities of the class or series 
first became available to the public; 

(d) item 2(1) of Part I includes the management expense 
ratio of only the class or series of securities of the 
ETF in the automatic switch program with the highest 
management fee; 

(e) the “Quick Facts” table referred to in item 2(1) of Part 
1 includes a footnote that states all of the following: 

(i) that the ETF facts document pertains to all of the 
classes or series of securities of the ETF in the 
automatic switch program;  

(ii) that further details about the automatic switch 
program are disclosed in the “How much does it 
cost?” section of the ETF facts document;  

(iii) that further details, about the minimum 
investment amount applicable to each of the 
classes or series of securities of the ETF in the 
automatic switch program, are disclosed in the 
fee decrease table under the sub-heading “ETF 
expenses” of the ETF facts document;  

(iv) that the management expense ratio of each of 
the classes or series of securities of the ETF in 
the automatic switch program is disclosed in the 
“ETF expenses” section of the ETF facts 
document; 

(f) item 2(2) of Part I includes the ticker symbols of each 
of class or series of securities of the ETF in the 
automatic switch program; 

(g) item 2(2) of Part I includes the average daily volume 
of only the class or series of securities of the ETF in 
the automatic switch program with the highest 
management fee;  

(h) item 2(2) of Part I includes the number of days 
traded of only the class or series of securities of the 
ETF in the automatic switch program with the highest 
management fee;  

(i) item 2(3) of Part I includes the market price of only 
the class or series of securities of the ETF in the 

automatic switch program with the highest 
management fee;  

(j) item 2(3) of Part I includes the net asset value of only 
the class or series of securities of the ETF in the 
automatic switch program with the highest 
management fee; 

(k) item 2(3) of Part I includes the average bid-ask 
spread of only the class or series of securities of the 
ETF in the automatic switch program with the highest 
management fee;  

(l) item 5(1) of Part I includes all of the following as part 
of the introduction: 

(i) under the heading “How has the ETF 
performed?”, the name of only the class or 
series of securities of the ETF with the highest 
management fees;  

(ii) a statement explaining that the performance for 
each of the classes or series of securities of the 
ETF in the automatic switch program will be 
similar to the performance of the class or series 
of securities of the ETF with the highest 
management fee, but will vary as a result of the 
difference in fees, as set out in the fee decrease 
table under the sub-heading “ETF expenses”; 

(m) item 5(3), (4) and (5) of Part I, under the sub-
headings “Year-by-year returns,” “Best and worst 3-
month returns,” and “Average return”, includes the 
required performance data relating only to the class 
or series of securities of the ETF with the highest 
management fee; 

(n) item 1(1.1) of Part II includes all of the following:  

(i) under the heading “How much does it cost?”, in 
the introductory statement, the name of each 
class or series of securities of the ETF in the 
automatic switch program; 

(ii) as a part of the introductory statement, a 
summary of the automatic switch program that 
includes all of the following: 

(A) an explanation that the automatic switch 
program offers separate classes or series of 
securities of the ETF that charge 
progressively lower management fees;  

(B) an explanation of the scenarios in which the 
automatic switches will be made, including, 
for greater certainty, the scenario in which 
automatic switches will be made due to the 
purchaser no longer meeting the minimum 
investment amount for a particular class or 
series of securities of the ETF; 

(C) a statement that a purchaser will not pay 
higher management fees as a result of the 
automatic switches than those charged to 
the class or series of securities of the ETF 
with the highest management fee;   

(D) a statement that information about the 
progressively lower management fees for 
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the classes or series of securities of the 
ETF in the automatic switch program is 
available in the fee decrease table under 
the sub-heading “ETF expenses” of the ETF 
facts document;  

(E) a statement that further details about the 
automatic switch program are disclosed in 
specific sections of the prospectus of the 
ETF; 

(F) a statement that purchasers should speak 
to their representative for more information 
about the automatic switch program; 

(o) if the ETF is not newly established, item 1(1.3)(2) of 
Part II includes all of the following:  

(i) the management expense ratio and ETF 
expenses of each of the classes or series of 
securities of the ETF in the automatic switch 
program or, if certain expense information is not 
available for a particular class or series of 
securities, the words “not available” in the 
corresponding part of the table;  

(ii) a row in the “Annual rate” table  

(A) in which the first column states “For every 
$1,000 invested, this equals:”, and  

(B) that discloses the respective equivalent 
dollar amounts of the ETF expenses of 
each class or series of securities of the ETF 
in the automatic switch program included in 
the table for every $1,000 invested; 

(p) item 1(1.3)(2) of Part II includes, at the end of the 
disclosure under the sub-heading “ETF expenses”, 
all of the following:  

(i) a table that includes  

(A) the name of, and minimum investment 
amounts associated with, each class or 
series of securities of the ETF in the 
automatic switch program, and  

(B) the combined management and 
administration fee decrease of each class or 
series of securities of the ETF in the 
automatic switch program from the 
management fee of the class or series of 
securities of the ETF with the highest 
management fee, disclosed as a 
percentage;  

(ii) an introduction to the table referred to in 
subparagraph (i) stating that the table sets out 
the combined management and administration 
fee decrease of each class or series of 
securities the ETF in the automatic switch 
program from the management fee of the class 
or series of securities of the ETF with the 
highest management fee;  

(q) if all the classes or series of securities of the ETF in 
the automatic switch program are not newly 

established, item 1(1.3)(3) of Part II includes all of 
the following: 

(i) a statement that the class or series of securities 
of the ETF with the highest management fee has 
the highest management fee among all of the 
classes or series of securities of the ETF in the 
automatic switch program;  

(ii) a statement above the “Annual rate” table 
required under item 1(1.3)(2) of Part II stating 
“As of [the date of the most recently filed 
management report of fund performance], the 
ETF expenses were as follows:”; 

(r) if some of the classes or series of securities of the 
ETF in the automatic switch program are newly 
established, item 1(1.3)(3) of Part II includes all of 
the following:  

(i) a statement that the class or series of securities 
of the ETF with the highest management fee has 
the highest management fee among all of the 
classes or series of securities of the ETF in the 
automatic switch program;  

(ii) a statement disclosing that the ETF expenses 
information is not available for certain classes or 
series of securities of the ETF in the automatic 
switch program because they are new;  

(iii) a statement above the “Annual rate” table 
required under item 1(1.3)(2) of Part II stating 
“As of [the date of the most recently filed 
management report of fund performance], the 
ETF expenses were as follows:”;  

(s) if the ETF is newly established, item 1(1.3)(4) of Part 
II includes all of the following:  

(i) a statement that the class or series of securities 
of the ETF with the highest management fee has 
the highest management fee among all of the 
classes or series of securities of the ETF in the 
automatic switch program;  

(ii) the rate of the management fee of only the class 
or series of securities of the ETF with the 
highest management fee; 

(iii) a statement that the operating expenses and 
trading costs are not yet available because the 
ETF is new. 
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FORM 41-101F2 
INFORMATION REQUIRED IN AN INVESTMENT FUND 

PROSPECTUS 

GENERAL INSTRUCTIONS 

(1) The objective of the prospectus is to provide 
information concerning the investment fund 
that an investor needs in order to make an 
informed investment decision. This Form sets 
out specific disclosure requirements that are in 
addition to the general requirement under 
securities legislation to provide full, true and 
plain disclosure of all material facts relating to 
the securities to be distributed. This Form does 
not prohibit including information beyond what 
the Form requires. Further, certain rules of 
specific application impose prospectus 
disclosure obligations in addition to those 
described in this Form.  

(2) Terms used and not defined in this Form that 
are defined or interpreted in the Instrument 
must bear that definition or interpretation. 
Other definitions are set out in NI 14-101 
Definitions. 

(3) In determining the degree of detail required, a 
standard of materiality must be applied. 
Materiality is a matter of judgment in the 
particular circumstance, and is determined in 
relation to an item’s significance to investors, 
analysts and other users of the information. An 
item of information, or an aggregate of items, 
is considered material if it is probable that its 
omission or misstatement would influence or 
change an investment decision with respect to 
the investment fund’s securities. In 
determining whether information is material, 
take into account both quantitative and 
qualitative factors. The potential significance of 
items must be considered individually rather 
than on a net basis, if the items have an 
offsetting effect.  

(4) Unless an item specifically requires disclosure 
only in the preliminary prospectus, the 
disclosure requirements set out in this Form 
apply to both the preliminary prospectus and 
the prospectus. Details concerning the price 
and other matters dependent upon or relating 
to price, such as the number of securities 
being distributed, may be left out of the 
preliminary prospectus, along with specifics 
concerning the plan of distribution, to the 
extent that these matters have not been 
decided.  

(5) The disclosure must be understandable to 
readers and presented in an easy-to-read 
format. The presentation of information should 
comply with the plain language principles listed 
in section 4.1 of Companion Policy 41-101CP 
General Prospectus Requirements. If technical 
terms are required, clear and concise 
explanations should be included. 

(6) No reference need be made to inapplicable 
items and, unless otherwise required in this 
Form, negative answers to items may be 
omitted. 

(7) The disclosure required in this Form must be 
presented in the order and using the headings 
specified in the Form. If no sub-heading for an 
Item is stipulated in this Form, an investment 
fund may include sub-headings under the 
required headings. 

(8) Where the term “investment fund” is used, it 
may be necessary, in order to meet the 
requirement for full, true and plain disclosure 
of all material facts, to also include disclosure 
with respect to the investment fund’s 
investees. If it is more likely than not that a 
person or company will become an investee, it 
may be necessary to also include disclosure 
with respect to the person or company. For 
this purpose, investees include entities that are 
consolidated, proportionately consolidated, or 
accounted for using the equity method. 

(9) If disclosure is required as of a specific date 
and there has been a material change or 
change that is otherwise significant in the 
required information subsequent to that date, 
present the information as of the date of the 
change or a date subsequent to the change 
instead. 

(10) If the term “class” is used in any item to 
describe securities, the term includes a series. 

(11) Where performance data is presented in the 
prospectus, annual compound returns must be 
presented for standard applicable performance 
periods of 1, 3, 5 and 10 year periods and the 
period since inception unless otherwise 
specified by the requirements of this Form. 
Performance data for periods of less than one 
year must not be presented. Hypothetical or 
back-tested performance data must not be 
presented. 

(12) An investment fund that has more than one 
class or series that are referable to the same 
portfolio may treat each class or series as a 
separate investment fund for the purposes of 
this Form, or may combine disclosure of one 
or more of the classes or series in one 
prospectus.  If disclosure pertaining to more 
than one class or series is combined in one 
prospectus, separate disclosure in response to 
each item in this Form must be provided for 
each class or series unless the responses 
would be identical for each class or series.  

(13) A section, part, class or series of a class of 
securities of an investment fund that is 
referable to a separate portfolio is considered 
to be a separate investment fund for the 
purposes of this Form. An investment fund that 
has more than one class or series of securities 
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referable to separate portfolios may combine 
disclosure of one or more of the classes or 
series in one prospectus if each class or series 
is managed by the same manager. If 
disclosure pertaining to more than one class or 
series is combined in one prospectus, 
separate disclosure in response to each item 
in this Form must be provided for each class or 
series unless the responses would be identical 
for each class or series. 

PROSPECTUS FORM 

Item 1 - Cover Page Disclosure 

1.1 Preliminary Prospectus Disclosure 

Every preliminary prospectus must have printed in 
red ink and in italics at the top of the cover page 
immediately above the disclosure required in 
section 1.2 the following, with the bracketed 
information completed: 

“A copy of this preliminary prospectus has 
been filed with the securities regulatory 
authority(ies) in [each of/certain of the 
provinces/provinces and territories of 
Canada] but has not yet become final for 
the purpose of the sale of securities. 
Information contained in this preliminary 
prospectus may not be complete and may 
have to be amended. The securities may 
not be sold until a receipt for the prospectus 
is obtained from the securities regulatory 
authority(ies).” 

INSTRUCTION: 

Investment funds must complete the bracketed 
information by  

(a) inserting the names of each jurisdiction in 
which the investment fund intends to offer 
securities under the prospectus; 

(b) stating that the filing has been made in each 
of the provinces of Canada or each of the 
provinces and territories of Canada; or 

(c) identifying the filing jurisdictions by 
exception (i.e., every province of Canada or 
every province and territory of Canada, 
except [excluded jurisdictions]). 

1.2 Required Statement  

State in italics at the top of the cover page the 
following: 

“No securities regulatory authority has 
expressed an opinion about these securities 
and it is an offence to claim otherwise.” 

1.3 Basic Disclosure about the Distribution 

(1) State the following immediately below the 
disclosure required under sections 1.1 and 

1.2 with the bracketed information 
completed: 

“[PRELIMINARY OR PRO FORMA] 
PROSPECTUS 

[INITIAL PUBLIC OFFERING OR NEW ISSUE 
AND/OR  

SECONDARY OFFERING OR 
CONTINUOUS OFFERING] 

[Date] 

[Name of investment fund] 

[number and type of securities qualified for 
distribution under the prospectus and the 
price per security] 

[type of fund - state the following:  “This 
investment fund is a [labour sponsored or 
venture capital fund, alternative mutual fund, 
non-redeemable investment fund or 
exchange-traded mutual fund, or, if the 
issuer is another type of investment fund, 
state the type of fund].”   

If securities of the investment fund are 
intended to be listed or quoted on an 
exchange or marketplace and conditional 
listing approval has been received, state the 
following: “[Name of exchange or 
marketplace] has conditionally approved the 
[listing/quotation] of the [type of securities 
qualified for distribution under the prospectus 
and to be listed/quoted], subject to the [name 
of investment fund] fulfilling all of the 
requirements of the [name of exchange or 
marketplace] on or before [date] .”]” 

(2) Briefly describe the investment objectives of 
the investment fund and provide a cross-
reference to sections in the prospectus 
where information about the investment 
objectives is provided. 

(3) State the name of the manager and portfolio 
adviser of the investment fund and provide a 
cross-reference to sections in the 
prospectus where information about the 
manager and portfolio adviser is provided. 

(4) If the mutual fund to which the prospectus 
pertains is an alternative mutual fund, 
include a statement explaining that the fund 
is permitted to invest in asset classes or use 
investment strategies that are not permitted 
for other types of mutual funds and explain 
how exposure to the asset classes or the 
adoption of the investment strategies may 
affect investors’ risk of losing money on their 
investment in the fund. 
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1.4 Distribution  

(1) Subsections (2) - (8) do not apply to an 
investment fund in continuous distribution. 

(2) If the securities are being distributed for 
cash, provide the information called for 
below, in substantially the following tabular 
form or in a note to the table: 

 Price to 
public 

(a) 

Underwriting 
discounts or 
commission 

(b) 

Proceeds to 
issuer or selling 
securityholders 

(c) 

Per Security    

Total    

 

(3) Describe the terms of any over-allotment 
option or any option to increase the size of 
the distribution before closing. 

(3.1) If there may be an over-allocation position 
provide the following disclosure: 

“A purchaser who acquires [insert 
type of securities qualified for 
distribution under the prospectus] 
forming part of the underwriters’ 
over-allocation position acquires 
those securities under this 
prospectus, regardless of whether 
the over-allocation position is 
ultimately filled through the exercise 
of the over-allotment option or 
secondary market purchases.” 

(4) If the distribution of the securities is to be on 
a best efforts basis, and a minimum offering 
amount 

(a) is required for the issuer to achieve one 
or more of the purposes of the offering, 
provide totals for both the minimum and 
maximum offering amount, or 

(b) is not required for the issuer to achieve 
any of the purposes of the offering, 
state the following in boldface type: 

“There is no minimum amount of 
funds that must be raised under this 
offering.   This means that the issuer 
could complete this offering after 
raising only a small proportion of the 
offering amount set out above.” 

(5) If debt securities are being distributed at a 
premium or a discount, state in boldface 
type the effective yield if held to maturity. 

(6) Disclose separately those securities that are 
underwritten, those under option and those 
to be sold on a best efforts basis, and, in 
the case of a best efforts distribution, the 
latest date that the distribution is to remain 
open. 

(7) In column (b) of the table, disclose only 
commissions paid or payable in cash by the 
investment fund or selling securityholder 
and discounts granted. Set out in a note to 
the table 

(a) commissions or other consideration 
paid or payable by persons or 
companies other than the investment 
fund or selling securityholder, 

(b) consideration other than discounts 
granted and cash paid or payable by 
the investment fund or selling 
securityholder, including warrants and 
options, and 

(c) any finder’s fees or similar required 
payment. 

(8) If a security is being distributed for the 
account of a selling securityholder, state the 
name of the securityholder and a cross-
reference to the applicable section in the 
prospectus where further information about 
the selling securityholder is provided. State 
the portion of the expenses of the 
distribution to be borne by the selling 
securityholder and, if none of the expenses 
of the distribution are being borne by the 
selling securityholder, include a statement 
to that effect and discuss the reason why 
this is the case. 

(9) If a minimum subscription amount is 
required from each subscriber, provide 
details of the minimum subscription 
requirements. 

INSTRUCTIONS: 

(1) Estimate amounts, if necessary. For 
non-fixed price distributions that are being 
made on a best efforts basis, disclosure of 
the information called for by the table may 
be set forth as a percentage or a range of 
percentages and need not be set forth in 
tabular form. 

(2)  If debt securities are being distributed, also 
express the information in the table as a 
percentage. 

1.5 Offering Price in Currency Other than Canadian 
Dollar  

If the offering price of the securities being 
distributed is disclosed in a currency other than the 
Canadian dollar, disclose in boldface type the 
currency. 

1.6 Non-fixed Price Distributions  

If the securities are being distributed at non-fixed 
prices, disclose  

(a) the discount allowed or commission payable 
to the underwriter, 
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(b) any other compensation payable to the 
underwriter and, if applicable, that the 
underwriter’s compensation will be increased 
or decreased by the amount by which the 
aggregate price paid for the securities by the 
purchasers exceeds or is less than the gross 
proceeds paid by the underwriter to the 
investment fund or selling securityholder, 

(c) that the securities to be distributed under the 
prospectus will be distributed, as applicable, 
at 

(i) prices determined by reference to the 
prevailing price of a specified security in a 
specified market, 

(ii) market prices prevailing at the time of 
sale,  

(iii) prices to be negotiated with purchasers, 
or 

(iv) the net asset value of a security, 

(d) that prices may vary from purchaser to 
purchaser and during the period of 
distribution, 

(e) if the price of the securities is to be 
determined by reference to the prevailing 
price of a specified security in a specified 
market, the price of the specified security in 
the specified market at the latest practicable 
date,  

(f) if the price of the securities will be the market 
price prevailing at the time of the sale, the 
market price at the latest practicable date, and 

(g) the net proceeds or, if the distribution is to be 
made on a best efforts basis, the minimum 
amount of net proceeds, if any, to be received 
by the investment fund or selling 
securityholder.  

1.7 Pricing Disclosure 

If the offering price or the number of securities 
being distributed, or an estimate of the range of 
the offering price or the number of securities being 
distributed, has been publicly disclosed in a 
jurisdiction or a foreign jurisdiction as of the date of 
the preliminary prospectus, include this information 
in the preliminary prospectus.  

1.8 Reduced Price Distributions  

If an underwriter wishes to be able to decrease 
the price at which securities are distributed for 
cash from the initial offering price fixed in the 
prospectus, include in boldface type a 
cross-reference to the section in the prospectus 
where disclosure concerning the possible price 
decrease is provided. 

1.9 Market for Securities 

(1) Identify the exchange(s) and quotation 
system(s), if any, on which securities of the 

investment fund of the same class as the 
securities being distributed are traded or 
quoted and the market price of those 
securities as of the latest practicable date. 

(2) Disclose any intention to stabilize the 
market. Provide a cross-reference to the 
section in the prospectus where further 
information about market stabilization is 
provided. 

(3) If no market for the securities being 
distributed under the prospectus exists or is 
expected to exist upon completion of the 
distribution, state the following in boldface 
type: 

“There is no market through which 
these securities may be sold and 
purchasers may not be able to resell 
securities purchased under this 
prospectus. This may affect the 
pricing of the securities in the 
secondary market, the transparency 
and availability of trading prices, the 
liquidity of the securities, and the 
extent of issuer regulation. See ‘Risk 
Factors’.”  

(4) Subsection (3) does not apply to an 
investment fund in continuous distribution.  

1.10 Risk Factors  

Include a cross-reference to sections in the 
prospectus where information about the risks of an 
investment in the securities being distributed is 
provided. State any significant risks including 
leverage. 

1.11 Underwriter(s)  

(1) State the name of each underwriter. 

(2) If applicable, comply with the requirements 
of NI 33-105 for front page prospectus 
disclosure.  

(3) Other than a labour sponsored or venture 
capital fund or alternative mutual fund, if 
there is no underwriter involved in the 
distribution, provide a statement in boldface 
type to the effect that no underwriter has 
been involved in the preparation of the 
prospectus or performed any review or 
independent due diligence of the contents 
of the prospectus. 

1.12 [Repealed]   

1.13 Restricted Securities 

Describe the number and class or classes of 
restricted securities being distributed using the 
appropriate restricted security terms in the same 
type face and type size as the rest of the 
description. 
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1.14 Enforcement of Judgements Against Foreign 
Persons or Companies 

If the investment fund, investment fund manager or 
any other person or company that is signing or 
providing a certificate under Part 5 of the 
Instrument or other securities legislation, or any 
person or company for whom the issuer is required 
to file a consent under Part 10 of the Instrument, is 
incorporated, continued, or otherwise organized 
under the laws of a foreign jurisdiction or resides 
outside of Canada, state the following on the cover 
page or under a separate heading elsewhere in the 
prospectus, with the bracketed information 
completed: 

“The [investment fund, investment fund 
manager or any other person or company] is 
incorporated, continued or otherwise 
organized under the laws of a foreign 
jurisdiction or resides outside of Canada.  

[the person or company named below] has 
appointed the following agent(s) for service 
of process: 

Name of Person 
or Company 

Name and 
Address of 
Agent  

  

Purchasers are advised that it may not be 
possible for investors to enforce judgments 
obtained in Canada against any person or 
company that is incorporated, continued or 
otherwise organized under the laws of a 
foreign jurisdiction or resides outside of 
Canada, even if the party has appointed an 
agent for service of process.” 

1.15 Documents Incorporated by Reference  

For an investment fund in continuous distribution, 
state in substantially the following words: 

“Additional information about the fund is 
available in the following documents: 

 the most recently filed ETF Facts 
for each class or series of 
securities of the ETF; [insert if 
applicable] 

 the most recently filed annual 
financial statements; 

 any interim financial reports filed 
after those annual financial 
statements; 

 the most recently filed annual 
management report of fund 
performance; 

 any interim management report of 
fund performance filed after that 

annual management report of 
fund performance. 

These documents are incorporated by 
reference into this prospectus which means 
that they legally form part of this prospectus. 
Please see the “Documents Incorporated by 
Reference” section for further details.” 

Item 2 - Table of Contents 

2.1 Table of Contents 

Include a table of contents. 

Item 3 - Summary of Prospectus 

3.1 Prospectus Summary  

Under the heading “Prospectus Summary” include 
the information listed in sections 3.2 to 3.6. 

3.2 Cautionary Language  

At the beginning of the summary, include a 
statement in italics in substantially the following 
form: 

“The following is a summary of the principal 
features of this distribution and should be 
read together with the more detailed 
information and financial data and 
statements contained elsewhere in this 
prospectus [[if applicable] or incorporated by 
reference in the prospectus]. 

3.3 General 

(1) Briefly summarize information appearing 
elsewhere in the prospectus that, in the 
opinion of the investment fund or selling 
securityholder, would be most likely to 
influence the investor’s decision to purchase 
the securities being distributed. Include a 
description of 

(a) how the investment fund has been 
organized (corporation, trust, etc.), 

(b) the securities to be distributed, including 
the offering price and expected net 
proceeds, 

(c) the investment objectives, 

(d)  the investment strategies, 

(e) the use of leverage, including all of the 
following: 

(i) the maximum aggregate exposure 
to borrowing, short selling and 
specified derivatives the investment 
fund is permitted to have, 
expressed as a percentage 
calculated in accordance with 
section 2.9.1 of NI 81-102, 

(ii) a brief description of any other 
restrictions on the investment 
fund’s use of leverage, and 



Form 41-101F2 

 

- 8 - 

(iii) a brief description of any limits that 
apply to each source of leverage. 

(f) the use of proceeds, 

(g) risk factors, 

(h) income tax considerations, 

(i) all available purchase options and state, 
if applicable, that the choice of different 
purchase options requires the investor 
to pay different fees and expenses and 
if applicable, that the choice of different 
purchase options affects the amount of 
compensation paid to a dealer,  

(j) the redemption features, 

(k) the distribution policy, 

(l) the termination provisions, 

(m) if restricted securities, subject securities 
or securities directly or indirectly 
convertible into or exercisable or 
exchangeable for restricted securities or 
subject securities are to be distributed 
under the prospectus, 

(i) include a summary of the 
information required by section 
21.6, and 

(ii) include, in boldface type, a 
statement of the rights the holders 
of restricted securities do not have 
if the holders do not have all of the 
rights referred to in section 21.6, 
and 

(n) whether the investment fund is eligible 
as an investment for registered 
retirement savings plans, registered 
retirement income plans, registered 
education savings plans or deferred 
profit sharing plans. 

(2) For each item summarized under subsection 
(1), provide a cross-reference to the 
information in the prospectus, 

INSTRUCTIONS: 

(1) For the purposes of Item 3.3(1)(e)(i), a fund 
must calculate its maximum total assets by 
aggregating the maximum value of its long 
positions, short positions and the maximum 
amount that may be borrowed. 

(2) For the purposes of the disclosure required 
by Item 3.3(1)(e)(ii), the term “specified 
derivative” has the same meaning as in NI 
81-102.  The description of an investment 
fund’s use of leverage under Item 
3.3(1)(e)(ii) must provide investors with 
sufficient information to understand the 
magnitude of the market exposure of the 
investment fund as compared to the amount 

of money raised by the investment fund 
from investors. 

3.4 Organization and Management of the 
Investment Fund  

(1) Provide, under the sub-heading 
"Organization and Management of the 
[name of investment fund]", information 
about the manager, trustee, portfolio 
adviser, promoter, custodian, registrar and 
transfer agent, auditor, principal distributor 
and securities lending agent of the 
investment fund in the form of a diagram or 
table. 

(2) For each entity listed in the diagram or 
table, briefly describe the services provided 
by that entity and the relationship of that 
entity to the manager. 

(3) For each entity listed in the diagram or 
table, other than the manager of the 
investment fund, provide the municipality 
and the province or country where it 
principally provides its services to the 
investment fund. Provide the complete 
municipal address for the manager of the 
investment fund.  

INSTRUCTIONS: 

(1)  The information required to be disclosed in 
this section must be presented prominently, 
using enough space so that it is easy to 
read. 

(2)  Briefly describe the services provided by the 
listed entities. For instance, the manager 
may be described as "manages the overall 
business and operations of the fund", and a 
portfolio adviser may be described as 
"provides investment advice to the manager 
about the investment portfolio of the fund" 
or "manages the investment portfolio of the 
fund”. 

3.5 Underwriter(s) 

(1) Under the sub-heading “Underwriters” or 
“Agents”, as applicable, state the name of 
each underwriter or agent.  

(2) If an underwriter has agreed to purchase all 
of the securities being distributed at a 
specified price and the underwriter’s 
obligations are subject to conditions, state 
the following, with the bracketed information 
completed: 

“We, as principals, conditionally offer 
these securities, subject to prior sale, 
if, as and when issued by [name of 
investment fund] and accepted by us 
in accordance with the conditions 
contained in the underwriting 
agreement referred to under “Plan of 
Distribution”.” 
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(3) If an underwriter has agreed to purchase a 
specified number or principal amount of the 
securities at a specified price, state that the 
securities are to be taken up by the 
underwriter, if at all, on or before a date not 
later than 42 days after the date of the 
receipt for the final prospectus.  

(4) Provide the following tabular information: 

Underwriter’s 
Position 

Maximum 
size or 
number 
of 
securities 
available 

Exercise 
period/ 
Acquisition 
date 

Exercise 
price or 
average 
acquisition 
price 

Over-allotment 
option 

   

Compensation 
option 

   

Any other option 
granted by 
investment fund 
or insider of 
investment fund 
to underwriter 

   

Total securities 
under option 
issuable to 
underwriter 

   

Other 
compensation 
securities 
issuable to 
underwriter 

   

INSTRUCTION: 

If the underwriter has been granted compensation 
securities, state, in a footnote, whether the 
prospectus qualifies the grant of all or part of the 
compensation securities and provide a cross-
reference to the applicable section in the 
prospectus where further information about the 
compensation securities is provided. 

3.6 Fees, Expenses and Returns 

(1)  Set out information about the fees and 
expenses payable by the investment fund 
and by investors in the investment fund 
under the sub-heading "Summary of Fees 
and Expenses". 

(2) The information required by this section 
must be a summary of the fees, charges 
and expenses of the investment fund and 
investors presented in the form of the 
following table, appropriately completed, 
and introduced using substantially the 
following words: 

"This table lists the fees and 
expenses that you may have to pay if 
you invest in the [insert the name of 
the investment fund]. You may have 
to pay some of these fees and 
expenses directly. The Fund may 
have to pay some of these fees and 

expenses, which will therefore 
reduce the value of your investment 
in the Fund." 

Fees and Expenses Payable by the Fund 

Type of Fee  Amount and Description 

  

Fees and Expenses Payable Directly by You 

Type of Fee  Amount and Description 

 

(3) Describe the following fees and expenses in 
the table referred to in subsection (2): 

Fees and Expenses Payable by the Fund  

(a) Fees payable to the Underwriters for 
Selling the Securities 

(b) Expenses of the Issue 

(c) Management Fees [See Instruction (1)] 

(d) Incentive or Performance Fees 

(e) Portfolio Adviser Fees 

(f) Counterparty Fees (if any) 

(g) Operating Expenses [See Instructions 
(2) and (3)] 

(h) Other Fees and Expenses [specify 
type] [specify amount] 

Fees and Expenses Payable Directly by 
You 

(i) Sales Charges [specify percentage, as 
a percentage of _____ ] 

(j) Service Fees  [specify percentage, as a 
percentage of _____ ] 

(k) Redemption Fees [specify percentage, 
as a percentage of _____ , or specify 
amount] 

(l) Registered Tax Plan Fees [include this 
disclosure and specify the type of fees 
if the registered tax plan is sponsored 
by the investment fund and is 
described in the prospectus][specify 
amount] 

(m) Other Fees and Expenses [specify 
type] [specify amount]. 

(4) For investment funds other than mutual 
funds, under the sub-heading “Annual 
Returns, Management Expense Ratio and 
Trading Expense Ratio”, provide, in the 
following table, returns for each of the past 
five years, the management expense ratio 
for each of the past five years and the 
trading expense ratio for each of the past 
five years as disclosed in the most recently 
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filed annual management report of fund 
performance of the investment fund: 

 [specify 
year] 

[specify 
year] 

[specify 
year] 

[specify 
year] 

[specify 
year] 

Annual 
Returns 

………. ………. ………. ………. ………. 

MER ………. ………. ………. ………. ………. 

TER ………. ………. ………. ………. ………. 

 

“MER” means management expense ratio 
based on management fees and operating 
expenses (excluding commissions and 
other portfolio transaction costs) expressed 
as an annualized percentage of daily 
average net asset value. 

 

“TER” means trading expense ratio and 
represents total commissions and other 
portfolio transaction costs expressed as an 
annualized percentage of daily average net 
asset value. 

INSTRUCTIONS: 

(1)  List the amount of the management fee, 
including any performance or incentive fee, 
for each investment fund separately. 

(2) Under "Operating Expenses", state whether 
the investment fund pays all of its operating 
expenses and list the main components of 
those expenses. If the investment fund pays 
only certain operating expenses and is not 
responsible for payment of all such 
expenses, adjust the statement in the table 
to reflect the proper contractual 
responsibility of the investment fund and 
indicate who is responsible for the payment 
of these expenses. 

(3)  Show all fees or expenses payable by the 
investment fund (e.g. brokerage) and 
investors in the investment fund. The 
description of fees must also include sales 
and trailing commissions paid either by the 
investment fund or the investor. 

Item 4 - Overview of the Structure of the Investment 
Fund 

4.1 Legal Structure 

(1) Under the heading “Overview of the Legal 
Structure of the Fund”, state the full 
corporate name of the investment fund or, if 
the investment fund is an unincorporated 
entity, the full name under which it exists 
and carries on business and the 
address(es) of the investment fund’s head 
and registered office. 

(2) State the statute under which the 
investment fund is incorporated or 
continued or organized or, if the investment 

fund is an unincorporated entity, the laws of 
the jurisdiction or foreign jurisdiction under 
which the investment fund is established 
and exists. Describe the substance of any 
material amendments to the articles or other 
constating or establishing documents of the 
investment fund. 

(3) State whether the investment fund would be 
considered a mutual fund under securities 
legislation. 

Item 5 - Investment Objectives 

5.1 Investment Objectives 

(1)  Set out under the heading "Investment 
Objectives" the fundamental investment 
objectives of the investment fund, including 
information that describes the fundamental 
nature of the investment fund, or the 
fundamental features of the investment 
fund, that distinguish it from other 
investment funds. 

(2)  If the investment fund 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, include 
this fact as a fundamental investment 
objective of the investment fund and 

(a)  identify the person or company 
providing the guarantee or insurance, 

(b)  provide the material terms of the 
guarantee or insurance, including the 
maturity date of the guarantee or 
insurance, 

(c)  if applicable, state that the guarantee or 
insurance does not apply to the amount 
of any redemptions before the maturity 
date of the guarantee or before the 
death of the securityholder and that 
redemptions before that date would be 
based on the net asset value of the 
investment fund at the time, and 

(d)  modify any other disclosure required by 
this section appropriately. 

INSTRUCTIONS: 

(1) State the type or types of securities, such 
as money market instruments, bonds or 
equity securities, in which the investment 
fund will primarily invest under normal 
market conditions. 

(2)  If the investment fund primarily invests, or 
intends to primarily invest, or if its name 
implies that it will primarily invest 

(a) in a particular type of issuer, such as 
foreign issuers, small capitalization 
issuers or issuers located in emerging 
market countries, 
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(b)  in a particular geographic location or 
industry segment, or 

(c) in portfolio assets other than securities,  

the investment fund's fundamental 
investment objectives must so indicate. 

(3) If a particular investment strategy is an 
essential aspect of the investment fund, as 
evidenced by the name of the investment 
fund or the manner in which the investment 
fund is marketed, disclose this strategy as 
an investment objective. This instruction 
would be applicable, for example, to an 
investment fund that described itself as an 
"investment fund that invests primarily 
through the use of derivatives". 

(4) If the mutual fund is an alternative mutual 
fund, describe the features of the mutual 
fund that cause it to fall within the definition 
of “alternative mutual fund” in NI 81-102. If 
those features involve the use of leverage, 
disclose the sources of leverage (i.e., 
borrowing, short selling, use of derivatives) 
the alternative mutual fund is permitted to 
use and the maximum aggregate exposure 
to those sources of leverage the alternative 
mutual fund is permitted to have, as a 
percentage calculated in accordance with 
section 2.9.1 of NI 81-102. 

Item 6 - Investment Strategies 

6.1 Investment Strategies 

(1) Describe under the heading "Investment 
Strategies"  

(a) the principal investment strategies that 
the investment fund intends to use in 
achieving its investment objectives,  

(b) the use of leverage, including both of 
the following: 

(i) a brief description of any 
restrictions on the investment 
fund’s use of leverage; 

(ii) a brief description of any limits that 
apply to each source of leverage. 

(c)  the process by which the investment 
fund's portfolio adviser selects 
securities for the fund's portfolio, 
including any investment approach, 
philosophy, practices or techniques 
used by the portfolio adviser or any 
particular style of portfolio management 
that the portfolio adviser intends to 
follow. 

(2) Indicate what types of securities, other than 
those held by the investment fund in 
accordance with its fundamental investment 
objectives, may form part of the investment 

fund's portfolio assets under normal market 
conditions. 

(3) If the investment fund intends to use 
derivatives 

(a)  for hedging purposes only, state that 
the investment fund may use 
derivatives for hedging purposes only, 
or 

(b) for non-hedging purposes, or for 
hedging and non-hedging purposes, 
briefly describe 

(i) how derivatives are or will be used 
in conjunction with other securities 
to achieve the investment fund’s 
investment objectives, 

(ii) the types of derivatives expected to 
be used and give a brief description 
of the nature of each type, and 

(iii) the limits of the investment fund’s 
use of derivatives. 

(4) If the investment fund may depart 
temporarily from its fundamental investment 
objectives as a result of adverse market, 
economic, political or other considerations, 
disclose any temporary defensive tactics the 
investment fund’s portfolio adviser may use 
or intends to use in response to such 
conditions. 

(5) If the investment fund intends to enter into 
securities lending, repurchase or reverse 
repurchase transactions, briefly describe 

(a)  how those transactions are or will be 
entered into in conjunction with other 
strategies and investments of the 
investment fund to achieve the 
investment fund’s investment 
objectives, 

(b)  the types of those transactions to be 
entered into and give a brief description 
of the nature of each type, and 

(c)  the limits of the investment fund’s 
entering into those transactions. 

(6) If the investment fund intends to sell 
securities short 

(a) state that the investment fund may sell 
securities short; and 

(b) briefly describe 

(i) the short selling process, and 

(ii) how short sales of securities are or 
will be entered into in conjunction 
with other strategies and 
investments of the investment fund 
to achieve the investment fund’s 
investment objectives. 
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(7) In the case of an investment fund that 
borrows cash in accordance with subsection 
2.6(2) of NI 81-102, 

(a) state that the investment fund is 
permitted to borrow cash and the 
maximum amount the fund is permitted 
to borrow, and 

(b)  briefly describe how borrowing will be 
used in conjunction with other strategies 
of the investment fund to achieve its 
investment objectives and the material 
terms of the borrowing arrangements. 

INSTRUCTIONS: 

(1) For the purposes of Item 6.1(1)(b)(i), a fund 
must calculate its maximum total assets by 
aggregating the maximum value of its long 
positions, short positions and the maximum 
amount that may be borrowed. 

(2) For the purposes of the disclosure required 
by  Item 6.1(1)(b)(ii), the term “specified 
derivative” has the same meaning as in NI 
81-102.  The description of an investment 
fund’s use of leverage under Item 
6.1(1)(b)(ii) must provide investors with 
sufficient information to understand the 
magnitude of the market exposure of the 
investment fund as compared to the amount 
of money raised by the investment fund 
from investors. 

6.2 Overview of the Investment Structure 

(1) Under the sub-heading, “Overview of the 
Investment Structure”, describe, including a 
diagram for complex structures, the overall 
structure of the underlying investment or 
investments made or to be made by the 
investment fund, including any direct or 
indirect investment exposure. Include in the 
description and the diagram any 
counterparties under a forward or swap 
agreement entered into with the investment 
fund or its manager, the nature of the 
portfolio of securities being purchased by 
the investment fund, any indirect investment 
exposure that is related to the return of the 
investment fund and any collateral or 
guarantees given as part of the overall 
structure of the underlying investment or 
investments made by the investment fund.   

(2) If the securities distributed under the 
prospectus are being issued in connection 
with a restructuring transaction, describe by 
way of a diagram or otherwise the 
intercorporate relationships both before and 
after the completion of the proposed 
transaction.  

Item 7 - Overview of the Sector(s) that the Fund 
Invests in 

7.1 Sector(s) that the Fund Invests in 

(1) Under the heading “Overview of the 
Sector[(s)] that the Fund Invests in”, if the 
investment fund invests or intends to invest 
in a specific sector(s), briefly describe the 
sector(s) that the investment fund has been 
or will be investing in.  

(2) Include in the description known material 
trends, events or uncertainties in the 
sector(s) that the investment fund invests or 
intends to invests in that might reasonably 
be expected to affect the investment fund.  

7.2 Significant Holdings in Other Entities  

For a labour sponsored or venture capital fund, 
include in substantially the tabular form below, the 
following information as at a date within 30 days of 
the date of the prospectus with respect to each 
entity, 5 percent or more of whose securities of 
any class are beneficially owned directly or 
indirectly by the fund. 

Significant Holdings of the [name of the labour 
sponsored or venture capital fund] 

Name and 
Address of Entity 

Nature of 
Entities’ 
Principal 
Business 

Percentage of 
Securities of 
each Class 
Owned by Fund 

----- ----- ----- 

 

Item 8 - Investment Restrictions 

8.1 Investment Restrictions 

(1) Under the heading “Investment 
Restrictions”, describe any restrictions on 
investments adopted by the investment 
fund, beyond what is required under 
securities legislation.  

(2) If the investment fund has received the 
approval of the securities regulatory 
authorities to vary any of the investment 
restrictions and practices contained in 
securities legislation, provide details of the 
permitted variations.  

(3) Describe the nature of any securityholder or 
other approval that may be required in order 
to change the fundamental investment 
objectives and any of the material 
investment strategies to be used to achieve 
the investment objectives.  
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Item 9 - Management Discussion of Fund 
Performance 

9.1 Management Discussion of Fund Performance 

Unless the investment fund’s most recently filed 
management report of fund performance is 
incorporated by reference under Item 37 or 
attached to the prospectus under Item 38, provide, 
under the heading “Management Discussion of 
Fund Performance”, management’s discussion of 
fund performance in accordance with sections 2.3, 
2.4, 2.5, 3, 4, 5 and 6 of Part B of Form 81-106F1 
for the period covered by the financial statements 
required under Item 38. 

Item 10 - Fees and Expenses 

10.1 Fees and Expenses 

Under the heading “Fees and Expenses”, set out 
information about all of the fees and expenses 
payable by the investment fund and by investors in 
the investment fund.  

INSTRUCTION: 

Describe each fee paid by the investment fund and 
by the investor in this section separately. The 
description of fees must also include sales and 
trailing commissions paid either by the investment 
fund or the investor. 

Item 11 - Annual Returns and Management Expense 
Ratio 

11.1 Annual Returns, Management Expense Ratio 
and Trading Expense Ratio 

For investment funds other than mutual funds, 
under the heading “Annual Returns, Management 
Expense Ratio and Trading Expense Ratio”, 
provide, in the following table, returns for each of 
the past five years, the management expense ratio 
for each of the past five years and the trading 
expense ratio for each of the past five years as 
disclosed in the most recently filed annual 
management report of fund performance of the 
investment fund: 

 [specify 
year] 

[specify 
year] 

[specify 
year] 

[specify 
year] 

[specify 
year] 

Annual 
Returns 

………. ………. ………. ………. ………. 

MER ………. ………. ………. ………. ………. 

TER ………. ………. ………. ………. ………. 

 

“MER” means management expense ratio based 
on management fees and operating expenses 
(excluding commissions and other portfolio 
transaction costs) expressed as an annualized 
percentage of daily average net asset value. 

“TER” means trading expense ratio and 
represents total commissions and other portfolio 
transaction costs expressed as an annualized 
percentage of daily average net asset value.” 

Item 12 - Risk Factors 

12.1 Risk Factors 

(1) Under the heading “Risk Factors”, describe 
the risk factors material to the investment 
fund that a reasonable investor would 
consider relevant to an investment in the 
securities being distributed, such as the 
risks associated with any particular aspect 
of the fundamental investment objectives 
and investment strategies.  

(2) Include a discussion of general market, 
political, market sector, liquidity, interest 
rate, foreign currency, diversification, 
leverage, credit, legal and operational risks, 
as appropriate.  

(3) Include a brief discussion of general 
investment risks applicable to the 
investment fund, such as specific company 
developments, stock market conditions and 
general economic and financial conditions 
in those countries where the investments of 
the investment fund are listed for trading.  

(4) As applicable, describe the risks associated 
with the investment fund entering into 

(a) derivative transactions for non-hedging 
purposes, 

(b) securities lending, repurchase or 
reverse repurchase transactions; and 

(c) short sales of securities. 

(5) If there is a risk that purchasers of the 
securities distributed may become liable to 
make an additional contribution beyond the 
price of the security, disclose the risk. 

INSTRUCTIONS:  

(1) Describe risks in the order of seriousness 
from the most serious to the least serious. 

(2) A risk factor must not be de-emphasized by 
including excessive caveats or conditions. 

12.2 Investment Risk Classification Methodology 

For an ETF, 

(a)  state in words substantially similar to the 
following: 

“The investment risk level of this ETF is 
required to be determined in 
accordance with a standardized risk 
classification methodology that is 
based on the ETF’s historical volatility 
as measured by the 10-year standard 
deviation of the returns of the ETF.”; 

(b)  if the ETF has less than 10 years of 
performance history and complies with Item 4 
of Appendix F Investment Risk Classification 
Methodology to National Instrument 81-102 
Investment Funds, provide a brief description 
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of the other fund or reference index, as 
applicable; if the other fund or reference index 
has been changed since the most recently 
filed prospectus, provide details of when and 
why the change was made; and 

(c)  disclose that the standardized risk 
classification methodology used to identify the 
investment risk level of the ETF is available on 
request, at no cost, by calling [toll free/collect 
call telephone number] or by writing to 
[address]. 

Item 13 - Distribution Policy 

13.1 Distribution Policy 

Under the heading “Distribution Policy”, describe 
the distribution policy, including 

(a) whether distributions are made by the 
investment fund in cash or reinvested in 
securities of the investment fund, 

(b) the targeted amount of any 
distributions, 

(c) whether the distributions are 
guaranteed or not, and  

(d) when the distributions are made. 

Item 14 - Purchases of Securities 

14.1 Purchases of Securities 

(1) Under the heading “Purchases of 
Securities”, describe the procedure followed 
or to be followed by investors who desire to 
purchase securities of the investment fund 
or switch them for securities of other 
investment funds.  

(2) Describe how the issue price of the 
securities of the investment fund is 
determined.  

(3) Describe how the securities of the 
investment fund are distributed.  If sales are 
effected through a principal distributor, give 
brief details of any arrangements with the 
principal distributor.  

(4) Describe all available purchase options and 
state, if applicable, that the choice of 
different purchase options requires the 
investor to pay different fees and expenses 
and if applicable, that the choice of different 
purchase options affects the amount of 
compensation paid to a dealer.  

(5) If applicable, disclose that a dealer may 
make provision in arrangements that it has 
with an investor that will require the investor 
to compensate the dealer for any losses 
suffered by the dealer in connection with a 
failed settlement of a purchase of securities 
of the investment fund caused by the 
investor.  

(6) If applicable, for an investment fund that is 
being sold on a best efforts basis, state 
whether the issue price will be fixed during 
the initial distribution period, and state when 
the investment fund will begin issuing 
securities at the net asset value of a 
security of the investment fund.  

Item 15 - Redemption of Securities 

15.1 Redemption of Securities 

(1) Under the heading “Redemption of 
Securities”, describe how investors may 
redeem securities of the investment fund, 
including 

(a) the procedures followed, or to be 
followed, by an investor who desires to 
redeem securities of the investment 
fund and specifying the procedures to 
be followed and the documents to be 
delivered before a redemption order 
pertaining to securities of the 
investment fund will be accepted by the 
investment fund for processing and 
before payment of the proceeds of 
redemption will be made by the 
investment fund, 

(a.1)  the dates on which securities of the 
investment fund will be redeemed,  

(a.2)  the dates on which payment of the 
proceeds of redemption will be made by 
the investment fund, 

(b) how the redemption price of the 
securities is determined and, if 
applicable, state that the redemption 
price of the securities is based on the 
net asset value of a security of that 
class, or series of a class, next 
determined after the receipt by the 
investment fund of the redemption 
order, and 

(c) the circumstances under which the 
investment fund may suspend 
redemptions of the securities of the 
investment fund. 

(2)  If the proceeds of redemption are computed 
by reference to the net asset value per 
security and amounts may be deducted from 
the net asset value per security, describe 
each amount that may be deducted and the 
entity to which each amount is paid. If there 
is a maximum amount or percentage that 
may be deducted from the net asset value 
per security, disclose that amount or 
percentage. 

15.2 Short-term Trading  

For an investment fund in continuous distribution, 
under the sub-heading “Short-Term Trading”, 
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(a) describe the adverse effects, if any, that 
short-term trades in securities of the 
investment fund by an investor may have on 
other investors in the investment fund, 

(b) describe the restrictions, if any, that may be 
imposed by the investment fund to deter 
short-term trades, including the 
circumstances, if any, under which such 
restrictions may not apply, 

(c) where the investment fund does not impose 
restrictions on short-term trades, state the 
specific basis for the view of the manager 
that it is appropriate for the investment fund 
not to do so, and 

(d) describe any arrangements, whether formal 
or informal, with any person or company, to 
permit short-term trades in securities of the 
investment fund, including the name of such 
person or company and the terms of such 
arrangements, including any restrictions 
imposed on the short-term trades and any 
compensation or other consideration 
received by the manager, the investment 
fund or any other party pursuant to such 
arrangements. 

INSTRUCTION: 

For the disclosure required by section 15.2, 
include a brief description of the short-term 
trading activities in the investment fund that are 
considered by the manager to be inappropriate 
or excessive. If the manager imposes a short-
term trading fee, include a cross-reference to the 
disclosure provided under Item 10 of this Form. 

Item 16 - Consolidated Capitalization 

16.1 Consolidated Capitalization 

(1) This section does not apply to an 
investment fund in continuous distribution. 

(2) Under the heading “Consolidated 
Capitalization”, describe any material 
change in, and the effect of the material 
change on, the share and loan capital of the 
investment fund, on a consolidated basis, 
since the date of the investment fund’s 
financial statements for its most recently 
completed financial period included in the 
prospectus, including any material change 
that will result from the issuance of the 
securities being distributed under the 
prospectus. 

Item 17 - Prior Sales 

17.1 Prior Sales  

(1) Subsection (2) does not apply to an 
investment fund in continuous distribution. 

(2) Under the heading “Prior Sales”, for each 
class of securities of the investment fund 
distributed under the prospectus and for 

securities that are convertible into those 
classes of securities, state, for the 12-month 
period before the date of the prospectus, 

(a) the price at which the securities have 
been issued or are to be issued by the 
investment fund or sold by the selling 
securityholder,   

(b) the number of securities issued or sold 
at that price, and  

(c)  the date on which the securities were 
issued or sold. 

17.2 Trading Price and Volume 

(1) For each class of securities of the 
investment fund that is traded or quoted on 
a Canadian marketplace, identify the 
marketplace and the price ranges and 
volume traded or quoted on the Canadian 
marketplace on which the greatest volume 
of trading or quotation generally occurs. 

(2) If a class of securities of the investment 
fund is not traded or quoted on a Canadian 
marketplace but is traded or quoted on a 
foreign marketplace, identify the foreign 
marketplace and the price ranges and 
volume traded or quoted on the foreign 
marketplace on which the greatest volume 
or quotation generally occurs. 

(3) Provide the information required under 
subsections (1) and (2) on a monthly basis 
for each month or, if applicable, partial 
months of the 12-month period before the 
date of the prospectus. 

Item 18 - Income Tax Considerations 

18.1 Status of the Investment Fund  

Under the heading “Income Tax Considerations” 
and under the sub-heading “Status of the 
Investment Fund”, briefly describe the status of the 
investment fund for income tax purposes.  Also 
disclose whether the investment fund is eligible as 
an investment for registered retirement savings 
plans, registered retirement income plans, 
registered education savings plans or deferred 
profit sharing plans.  

18.2 Taxation of the Investment Fund  

Under the sub-heading “Taxation of the Investment 
Fund”, state in general terms the bases upon 
which the income and capital receipts of the 
investment fund are taxed.  

18.3 Taxation of Securityholders  

Under the sub-heading “Taxation of 
Securityholders”, state in general terms the income 
tax consequences to the holders of the securities 
offered of 

(a)  any distribution to the securityholders in the 
form of income, capital, dividends or 
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otherwise, including amounts reinvested in 
securities of the investment fund, 

(b)  the redemption of securities, and 

(c) the issue of securities. 

18.4 Taxation of Registered Plans 

Under the sub-heading “Taxation of Registered 
Plans”, explain the tax treatment applicable to 
securities of the investment fund held in a 
registered tax plan.  

18.5 Tax Implications of the Investment Fund’s 
Distribution Policy 

Under the sub-heading “Tax Implications of the 
Investment Fund’s Distribution Policy”, describe the 
impact of the investment fund’s distribution policy 
on a taxable investor who acquires securities of the 
investment fund late in a calendar year.  

Item 19 - Organization and Management Details of the 
Investment Fund 

19.1 Management of the Investment Fund  

(1) Under the heading “Organization and 
Management Details of the Investment 
Fund” and under the sub-heading “Officers 
and Directors of the Investment Fund”,  

(a) list the name and municipality of 
residence of each director and 
executive officer of the investment fund 
and indicate their respective positions 
and offices held with the investment 
fund and their respective principal 
occupations during the five preceding 
years, 

(b) state the period or periods during which 
each director has served as a director 
and when his or her term of office will 
expire, 

(c) [Repealed] 

(d) disclose the board committees of the 
investment fund and identify the 
members of each committee, 

(e) if the principal occupation of a director 
or executive officer of the investment 
fund is acting as an executive officer of 
a person or company other than the 
investment fund, disclose that fact and 
state the principal business of the 
person or company, and 

(f) for an investment fund that is a limited 
partnership, provide the information 
required by this subsection for the 
general partner of the investment fund, 
modified as appropriate.  

(2) Under the sub-heading “Cease Trade 
Orders and Bankruptcies”, if a director or 
executive officer of the investment fund is, 

as at the date of the prospectus or pro forma 
prospectus, as applicable, or was within 
10 years before the date of the prospectus 
or pro forma prospectus, as applicable, a 
director, chief executive officer or chief 
financial officer of any other issuer, that: 

(a) was subject to an order that was issued 
while the director or executive officer 
was acting in the capacity as director, 
chief executive officer or chief financial 
officer, or 

(b) was subject to an order that was issued 
after the director or executive officer 
ceased to be a director, chief executive 
officer or chief financial officer and 
which resulted from an event that 
occurred while that person was acting in 
the capacity as director, chief executive 
officer or chief financial officer, 

state the fact and describe the basis on 
which the order was made and whether the 
order is still in effect. 

(3) For the purposes of subsection (2), “order” 
means 

(a) a cease trade order, 

(b) an order similar to a cease trade order, 
or 

(c) an order that denied the relevant 
investment fund access to any 
exemption under securities legislation, 
that was in effect for a period of more 
than 30 consecutive days. 

(4) If a director or executive officer of the 
investment fund 

(a) is, as at the date of the prospectus or 
pro forma prospectus, as applicable, or 
has been within the 10 years before the 
date of the prospectus or pro forma 
prospectus, as applicable, a director or 
executive officer of any issuer that, 
while that person was acting in that 
capacity, or within a year of that person 
ceasing to act in that capacity, became 
bankrupt, made a proposal under any 
legislation relating to bankruptcy or 
insolvency or was subject to or 
instituted any proceedings, 
arrangement or compromise with 
creditors or had a receiver, receiver 
manager or trustee appointed to hold its 
assets, state the fact, or 

(b) has, within the 10 years before the date 
of the prospectus or pro forma 
prospectus, as applicable, become 
bankrupt, made a proposal under any 
legislation relating to bankruptcy or 
insolvency, or become subject to or 
instituted any proceedings, 
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arrangement or compromise with 
creditors, or had a receiver, receiver 
manager or trustee appointed to hold 
the assets of the director or executive 
officer, state the fact. 

(5) Under the heading “Organization and 
Management Details of the Investment 
Fund” and under the sub-heading “Manager 
of the Investment Fund”, provide the 
complete municipal address of the manager 
and details of the manager of the investment 
fund, including the history and background 
of the manager and any overall investment 
strategy or approach used by the manager 
in connection with the investment fund. 

(6) Under the sub-heading “Duties and Services 
to be Provided by the Manager”, provide a 
description of the duties and services that 
the manager will be providing to the 
investment fund. 

(7) Under the sub-heading “Details of the 
Management Agreement”, provide a brief 
description of the essential details of any 
management agreement that the manager 
has entered into or will be entering into with 
the investment fund, including any 
termination rights. 

(8) Under the sub-heading “Officers and 
Directors of the Manager of the Investment 
Fund”, 

(a) list the name and municipality of 
residence of each partner, director and 
executive officer of the manager of the 
investment fund and indicate their 
respective positions and offices held 
with the manager and their respective 
principal occupations within the five 
preceding years, 

(b) if a partner, director or executive officer 
of the manager has held more than one 
office with the manager within the past 
five years, state only the current office 
held, and 

(c) if the principal occupation of a partner, 
director or executive officer of the 
manager is with an organization other 
than the manager of the investment 
fund, state the principal business in 
which the organization is engaged. 

(9) Under the sub-heading “Cease Trade 
Orders and Bankruptcies of the Manager”, 
provide the information required under 
subsections (2) and (4) for the directors and 

executive officers of the manager of the 
investment fund, modified as appropriate. 

(10) Under the heading “Ownership of Securities 
of the Investment Fund and of the Manager” 
disclose 

(a) the percentage of securities of each 
class or series of voting or equity 
securities owned of record or 
beneficially, in aggregate, by all the 
directors and executive officers of the 
investment fund 

(i) in the investment fund if the 
aggregate level of ownership 
exceeds 10 percent, 

(ii) in the manager, or 

(iii) in any person or company that 
provides services to the investment 
fund or the manager; and 

(b) the percentage of securities of each 
class or series of voting or equity 
securities owned of record or 
beneficially, in aggregate, by all the 
directors and executive officers of the 
manager of the investment fund 

(i) in the investment fund if the 
aggregate level of ownership 
exceeds 10 percent, 

(ii) in the manager, or 

(iii) in any person or company that 
provides services to the investment 
fund or the manager; and 

(c) the percentage of securities of each 
class or series of voting or equity 
securities owned of record or 
beneficially, in aggregate, by all the 
independent review committee 
members of the investment fund 

(i) in the investment fund if the 
aggregate level of ownership 
exceeds 10 percent, 

(ii) in the manager, or 

(iii) in any person or company that 
provides services to the investment 
fund or the manager. 

(11) If the management functions of the 
investment fund are carried out by 
employees of the investment fund, disclose 
in respect of those employees the disclosure 
concerning executive compensation that is 
required to be provided for executive officers 
of an issuer under securities legislation. 

(12) Describe any arrangements under which 
compensation was paid or payable by the 
investment fund during the most recently 
completed financial year of the investment 
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fund, for the services of directors of the 
investment  fund, members of an 
independent board of governors or advisory 
board of the investment fund and members 
of the independent review committee of the 
investment fund, including the amounts paid, 
the name of the individual and any expenses 
reimbursed by the investment fund to the 
individual 

(a) in that capacity, including any additional 
amounts payable for committee 
participation or special assignments; 
and 

(b) as a consultant or expert. 

(13) For an investment fund that is a trust, 
describe the arrangements, including the 
amounts paid and expenses reimbursed, 
under which compensation was paid or 
payable by the investment fund during the 
most recently completed financial year of the 
investment fund for the services of the 
trustee or trustees of the investment fund. 

INSTRUCTIONS: 

(1) The disclosure required by subsections (2) 
and (4) also applies to any personal holding 
companies of any of the persons referred to 
in subsections (2) and (4). 

(2) A management cease trade order which 
applies to directors and executive officers of 
the investment fund is an “order” for the 
purposes of paragraph (2)(a) and must be 
disclosed, whether or not the director, chief 
executive officer or chief financial officer 
was named in the order. 

(3) For the purposes of this section, a late filing 
fee, such as a filing fee that applies to the 
late filing of an insider report, is not a 
“penalty or sanction”. 

(4) The disclosure in paragraph (2)(a) only 
applies if the director or executive officer of 
the investment fund was a director, chief 
executive officer or chief financial officer 
when the order was issued against the 
relevant investment fund. The investment 
fund does not have to provide disclosure if 
the director or executive officer became a 
director, chief executive officer or chief 
financial officer after the order was issued.  

(5) The disclosure required under Item 19.1(11) 
regarding executive compensation for 
management functions carried out by 
employees of an investment fund must be 
made in accordance with the disclosure 
requirements of Form 51-102F6. 

19.2 Portfolio Adviser  

(1) Under the sub-heading “Portfolio Adviser”  

(a) state the municipality and the province 
or country where the portfolio adviser 
principally provides its services to the 
investment fund and give details of the 
portfolio adviser of the investment fund, 
including the history and background of 
the portfolio adviser,  

(b) state the extent to which investment 
decisions are made by certain 
individuals employed by the portfolio 
adviser and whether those decisions 
are subject to the oversight, approval or 
ratification of a committee, and 

(c) state the name, title, and length of time 
of service of the person or persons 
employed by or associated with the 
portfolio adviser of the investment fund 
who is or are principally responsible for 
the day-to-day management of a 
material portion of the portfolio of the 
investment fund, implementing a 
particular material strategy or managing 
a particular segment of the portfolio of 
the investment fund, and each person’s 
business experience in the last five 
years. 

(2) Under the sub-heading “Details of the 
Portfolio Advisory Agreement”, provide a 
brief description of the essential details of 
any portfolio advisory agreement that the 
portfolio adviser has entered into or will be 
entering into with the investment fund or the 
manager of the investment fund, including 
any termination rights. 

19.2.1 Brokerage Arrangements 

Under the sub-heading “Brokerage Arrangements”, 

(a) If any brokerage transactions involving 
the client brokerage commissions of the 
investment fund have been or might be 
directed to a dealer in return for the 
provision of any good or service, by the 
dealer or a third party, other than order 
execution, state 

(i) the process for, and factors 
considered in, selecting a dealer to 
effect securities transactions for the 
investment fund, including whether 
receiving goods or services in 
addition to order execution is a 
factor, and whether and how the 
process may differ for a dealer that 
is an affiliated entity; 

(ii) the nature of the arrangements 
under which order execution goods 
and services or research goods 
and services might be provided;  
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(iii) each type of good or service, other 
than order execution, that might be 
provided; and  

(iv) the method by which the portfolio 
adviser makes a good faith 
determination that the investment 
fund, on whose behalf the portfolio 
adviser directs any brokerage 
transactions involving client 
brokerage commissions to a dealer 
in return for the provision of any 
order execution goods and services 
or research goods and services, by 
the dealer or a third party, receives 
reasonable benefit considering 
both the use of the goods or 
services and the amount of client 
brokerage commissions paid;  

(b) If any brokerage transactions involving 
the client brokerage commissions of the 
investment fund have been or might be 
directed to a dealer in return for the 
provision of any good or service, by the 
dealer or a third party, other than order 
execution, since the date of the 
investment fund’s last prospectus or last 
annual information form, whichever one 
is the most recent, state 

(i) each type of good or service, other 
than order execution, that has been 
provided to the manager or the 
portfolio adviser of the investment 
fund; and 

(ii) the name of any affiliated entity that 
provided any good or service 
referred to in subparagraph (i), 
separately identifying each 
affiliated entity and each type of 
good or service provided by each 
affiliated entity; and 

(c) If any brokerage transactions involving 
the client brokerage commissions of the 
investment fund have been or might be 
directed to a dealer in return for the 
provision of any good or service, by the 
dealer or a third party, other than order 
execution, state that the name of any 
other dealer or third party that provided 
a good or service referred to in 
paragraph (b)(i), that was not disclosed 
under paragraph (b)(ii), will be provided 
upon request by contacting the 
investment fund or investment fund 
family at [insert telephone number] or at 
[insert investment fund or investment 
fund family e-mail address].  

INSTRUCTIONS: 

Terms defined in NI 23-102 - Use of Client 
Brokerage Commissions have the same meaning 
where used in this Item. 

19.3 Conflicts of Interest  

Under the sub-heading “Conflicts of Interest”, 
disclose particulars of existing or potential material 
conflicts of interest between 

(1) the investment fund and a director or 
executive officer of the investment fund, 

(2) the investment fund and the manager or 
any director or executive officer of the 
manager of the investment fund, and 

(3) the investment fund and the portfolio 
adviser or any director or executive officer 
of the portfolio adviser of the investment 
fund. 

19.4 Independent Review Committee 

Under the sub-heading “Independent Review 
Committee”, provide a description of the 
independent review committee of the investment 
fund, including 

(a) the mandate and responsibilities of the 
independent review committee, 

(b) the composition of the independent 
review committee (including the names 
of its members), and the reasons for 
any change in its composition since the 
date of the most recently filed annual 
information form or prospectus of the 
investment fund, as applicable, 

(c) that the independent review committee 
prepares a report at least annually of its 
activities for securityholders which is 
available on the investment fund’s 
website at [insert the investment fund’s 
designated website address], or at the 
securityholder’s request at no cost, by 
contacting the [investment 
fund/investment fund family] at 
[investment fund’s/investment fund 
family’s email address], and 

(d) the amount of fees and expenses 
payable in connection with the 
independent review committee by the 
investment fund, including any amounts 
payable for committee participation or 
special assignments, and state whether 
the investment fund pays all of the fees 
payable to the independent review 
committee. 

19.5 Trustee 

Under the sub-heading “Trustee”, provide details 
of the trustee of the investment fund, including the 
municipality and the province or country where the 
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trustee principally provides its services to the 
investment fund. 

19.6 Custodian 

(1) Under the sub-heading “Custodian”, state 
the name, municipality of the principal or 
head office, and nature of business of the 
custodian and any principal sub-custodian 
of the investment fund. 

(2) Describe generally the sub-custodial 
arrangements of the investment fund. 

INSTRUCTION: 

A "principal sub-custodian" is a sub-custodian to 
whom custodial authority has been delegated in 
respect of a material portion or segment of the 
portfolio assets of the investment fund. 

19.7 Auditor 

Under the sub-heading “Auditor”, state the name 
and address of the auditor of the investment fund. 

19.8 Transfer Agent and Registrar  

Under the sub-heading, “Transfer Agent and 
Registrar”, for each class of securities, state the 
name of the investment fund’s transfer agent(s), 
registrar(s), trustee, or other agent appointed by 
the investment fund to maintain the securities 
register and the register of transfers for such 
securities and indicate the location (by 
municipalities) of each of the offices of the 
investment fund or transfer agent, registrar, trustee 
or other agent where the securities, register and 
register of transfers are maintained or transfers of 
securities are recorded.  

19.9 Promoters 

(1) For a person or company that is, or has 
been within the two years immediately 
preceding the date of the prospectus or pro 
forma prospectus, a promoter of the 
investment fund, state under the sub-
heading “Promoter” 

(a) the person or company’s name and 
municipality and the province or country 
of residence, 

(b) the number and percentage of each 
class of voting securities and equity 
securities of the investment fund 
beneficially owned, or controlled or 
directed, directly or indirectly, by the 
person or company,  

(c) the nature and amount of anything of 
value, including money, property, 
contracts, options or rights of any kind 
received or to be received by the 
promoter directly or indirectly from the 
investment fund, and the nature and 
amount of any assets, services or other 

consideration received or to be received 
by the investment fund in return, and 

(d) for an asset acquired within the two 
years before the date of the preliminary 
prospectus or pro forma prospectus, or 
to be acquired, by the investment fund 
from a promoter, 

(i) the consideration paid or to be paid 
for the asset and the method by 
which the consideration has been 
or will be determined, 

(ii) the person or company making the 
determination referred to in 
subparagraph (i) and the person or 
company’s relationship with the 
investment fund, the promoter, or 
an affiliate of the investment fund 
or of the promoter, and 

(iii) the date that the asset was 
acquired by the promoter and the 
cost of the asset to the promoter. 

(2) If a promoter referred to in subsection (1) is, 
as at the date of the prospectus or pro forma 
prospectus, as applicable, or was within 
10 years before the date of the prospectus 
or pro forma prospectus, as applicable, a 
director, chief executive officer or chief 
financial officer of any person or company, 
that  

(a) was subject to an order that was issued 
while the promoter was acting in the 
capacity as director, chief executive 
officer or chief financial officer, or 

(b) was subject to an order that was issued 
after the promoter ceased to be a 
director, chief executive officer or chief 
financial officer and which resulted from 
an event that occurred while the 
promoter was acting in the capacity as 
director, chief executive officer or chief 
financial officer,  

state the fact and describe the basis on 
which the order was made and whether the 
order is still in effect. 

(3) For the purposes of subsection (2), “order” 
means: 

(a) a cease trade order, 

(b) an order similar to a cease trade order, 
or 

(c) an order that denied the relevant person 
or company access to any exemption 
under securities legislation 

that was in effect for a period of more than 
30 consecutive days.  
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(4) If a promoter referred to in subsection (1)  

(a) is, as at the date of the prospectus or 
pro forma prospectus, as applicable, or 
has been within the 10 years before the 
date of the prospectus or pro forma 
prospectus, as applicable, a director or 
executive officer of any person or 
company that, while the promoter was 
acting in that capacity, or within a year 
of that person ceasing to act in that 
capacity, became bankrupt, made a 
proposal under any legislation relating 
to bankruptcy or insolvency or was 
subject to or instituted any proceedings, 
arrangement or compromise with 
creditors or had a receiver, receiver 
manager or trustee appointed to hold its 
assets, state the fact, or 

(b) has, within the 10 years before the date 
of the prospectus or pro forma 
prospectus, as applicable, become 
bankrupt, made a proposal under any 
legislation relating to bankruptcy or 
insolvency, or become subject to or 
instituted any proceedings, 
arrangement or compromise with 
creditors, or had a receiver, receiver 
manager or trustee appointed to hold 
the assets of the promoter, state the 
fact.  

(5) Describe the penalties or sanctions imposed 
and the grounds on which they were 
imposed or the terms of the settlement 
agreement and the circumstances that gave 
rise to the settlement agreement, if a 
promoter referred to in subsection (1) has 
been subject to 

(a) any penalties or sanctions imposed by a 
court relating to provincial and territorial 
securities legislation or by a provincial 
and territorial securities regulatory 
authority or has entered into a 
settlement agreement with a provincial 
and territorial securities regulatory 
authority, or  

(b) any other penalties or sanctions 
imposed by a court or regulatory body 
that would be likely to be considered 
important to a reasonable investor in 
making an investment decision. 

(6) Despite subsection (5), no disclosure is 
required of a settlement agreement entered 
into before December 31, 2000 unless the 
disclosure would likely be considered to be 
important to a reasonable investor in making 
an investment decision.  

INSTRUCTIONS: 

(1) The disclosure required by subsections (2), 
(4) and (5) also applies to any personal 

holding companies of any of the persons 
referred to in subsections (2), (4), and (5). 

(2) A management cease trade order which 
applies to a promoter referred to in 
subsection (1) is an “order” for the purposes 
of paragraph (2)(a) and must be disclosed, 
whether or not the director, chief executive 
officer or chief financial officer was named 
in the order. 

(3) For the purposes of this section, a late filing 
fee, such as a filing fee that applies to the 
late filing of an insider report, is not a 
“penalty or sanction”. 

(4) The disclosure in paragraph (2)(a) only 
applies if the promoter was a director, chief 
executive officer or chief financial officer 
when the order was issued against the 
person or company. The investment fund 
does not have to provide disclosure if the 
promoter became a director, chief executive 
officer or chief financial officer after the 
order was issued.  

19.10 Principal Distributor 

(1) If applicable, state the name and address of 
the principal distributor of the investment 
fund. 

(2) Describe the circumstances under which 
any agreement with the principal distributor 
of the investment fund may be terminated 
and include a brief description of the 
essential terms of this agreement. 

19.11 Securities Lending Agent 

(1) Under the sub-heading “Securities Lending 
Agent”, state the name of each securities 
lending agent of the investment fund and 
the municipality of each securities lending 
agent’s principal or head office. 

(2) State whether any securities lending agent 
of the investment fund is an affiliate or 
associate of the manager of the investment 
fund. 

(3)  Briefly describe the essential terms of each 
agreement with each securities lending 
agent.  Include the amount of collateral 
required to be delivered in connection with a 
securities lending transaction as a 
percentage of the market value of the 
loaned securities, and briefly describe any 
indemnities provided in, and the termination 
provisions of, each such agreement.  

19.12 Lender 

(1) State the name of each person or company 
that has entered into an agreement to lend 
money to the investment fund or provides a 
line of credit or similar lending arrangement 
to the investment fund. 
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(2) State whether the person or company 
named in subsection (1) is an affiliate or 
associate of the manager of the investment 
fund. 

19.13 Designated Website 

State, in substantially the following words: 

“An investment fund is required to post certain 
regulatory disclosure documents on a designated 
website. The designated website(s) of the 
investment fund(s) this document pertains to can 
be found at the following location(s): [insert the 
investment fund’s designated website address or 
addresses, as applicable].” 

Item 20 - Calculation of Net Asset Value 

20.1 Calculation of Net Asset Value  

Under the heading “Calculation of Net Asset 
Value”,  

(a)  describe how the net asset value of the 
investment fund is calculated, and 

(b)  state the frequency at which the net 
asset value is calculated and the date 
and time of day at which it is calculated. 

20.2 Valuation Policies and Procedures 

Under the sub-heading “Valuation Policies and 
Procedures of the Investment Fund”,  

(a) describe the methods used to value the 
various types or classes of assets of the 
investment fund and its liabilities for the 
purpose of calculating net asset value,  

(a.1) if the valuation principles and practices 
established by the manager differ from 
Canadian GAAP, describe the 
differences, and 

(b) if the manager has discretion to deviate 
from the investment fund's valuation 
practices described in paragraph (a), 
disclose when and to what extent that 
discretion may be exercised and, if it 
has been exercised in the past three 
years, provide an example of how it has 
been exercised or, if it has not been 
exercised in the past three years, so 
state. 

20.3 Reporting of Net Asset Value 

Under the sub-heading “Reporting of Net Asset 
Value”, describe 

(a) how the net asset value and net asset 
value per security of the investment 
fund will be made available at no cost 
(e.g. designated website, toll-free 
telephone line, etc.), and 

(b) the frequency at which the net asset 
value and net asset value per security is 
disclosed. 

Item 21 - Description of the Securities Distributed 

21.1 Equity Securities  

If equity securities of the investment fund are being 
distributed, under the heading “Attributes of the 
Securities” and under the sub-heading “Description 
of the Securities Distributed” state the description 
or the designation of the class of equity securities 
distributed and describe all material attributes and 
characteristics, including 

(a) dividend or distribution rights, 

(b) voting rights, 

(c) rights upon dissolution, termination or 
winding-up, 

(d) pre-emptive rights, 

(e) conversion or exchange rights, 

(f) redemption, retraction, purchase for 
cancellation or surrender provisions, 

(g) sinking or purchase fund provisions,  

(h) provisions permitting or restricting the 
issuance of additional securities and 
any other material restrictions, and 

(i) provisions requiring a securityholder to 
contribute additional capital.  

21.2 Debt Securities  

If debt securities are being distributed, under the 
heading “Attributes of the Securities” and under the 
sub-heading “Description of the Securities 
Distributed”, describe all material attributes and 
characteristics of the indebtedness and the 
security, if any, for the debt, including 

(a) provisions for interest rate, maturity and 
premium, if any, 

(b) conversion or exchange rights, 

(c) redemption, retraction, purchase for 
cancellation or surrender provisions, 

(d) sinking or purchase fund provisions, 

(e) the nature and priority of any security 
for the debt securities, briefly identifying 
the principal properties subject to lien or 
charge, 

(f) provisions permitting or restricting the 
issuance of additional securities, the 
incurring of additional indebtedness and 
other material negative covenants, 
including restrictions against payment of 
distributions and restrictions against 
giving security on the assets of the 
investment fund, and provisions as to 
the release or substitution of assets 
securing the debt securities, 

(g) the name of the trustee under any 
indenture relating to the debt securities 
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and the nature of any material 
relationship between the trustee or any 
of its affiliates and the investment fund 
or any of its affiliates, and 

(h) any financial arrangements between the 
investment fund and any of its affiliates 
or among its affiliates that could affect 
the security for the indebtedness. 

21.3 [Repealed]  

21.4 Other Securities  

If securities other than the securities mentioned 
above are being distributed, under the heading 
“Attributes of the Securities” and under the sub-
heading “Description of the Securities Distributed”, 
describe fully the material attributes and 
characteristics of those securities. 

21.5 Special Warrants  

If the prospectus is used to qualify the distribution 
of securities issued upon the exercise of special 
warrants or other securities acquired on a 
prospectus-exempt basis, disclose that holders of 
such securities have been provided with a 
contractual right of rescission and provide the 
following disclosure in the prospectus, with the 
bracketed information completed: 

“The issuer has granted to each holder of a 
special warrant a contractual right of 
rescission of the prospectus-exempt 
transaction under which the special warrant 
was initially acquired.  The contractual right 
of rescission provides that if a holder of a 
special warrant who acquires another 
security of the issuer on exercise of the 
special warrant as provided for in the 
prospectus is, or becomes, entitled under 
the securities legislation of a jurisdiction to 
the remedy of rescission because of the 
prospectus or an amendment to the 
prospectus containing a misrepresentation,  

(a) the holder is entitled to rescission of 
both the holder’s exercise of its special 
warrant and the private placement 
transaction under which the special 
warrant was initially acquired,  

(b) the holder is entitled in connection with 
the rescission to a full refund of all 
consideration paid to the underwriter or 
issuer, as the case may be, on the 
acquisition of the special warrant, and  

(c) if the holder is a permitted assignee of 
the interest of the original special 
warrant subscriber, the holder is 
entitled to exercise the rights of 
rescission and refund as if the holder 
was the original subscriber.”  

INSTRUCTION: 

If the prospectus is qualifying the distribution of 
securities issued upon the exercise of securities 
other than special warrants, replace the term 
“special warrant” with the type of the security being 
distributed. 

21.6 Restricted Securities 

(1) If the investment fund has outstanding, or 
proposes to distribute under a prospectus, 
restricted securities, subject securities or 
securities that are, directly or indirectly, 
convertible into or exercisable or 
exchangeable for restricted securities or 
subject securities, provide a detailed 
description of 

(a) the voting rights attached to the 
restricted securities that are the subject 
of the distribution or that will result from 
the distribution, either directly or 
following a conversion, exchange or 
exercise, and the voting rights, if any, 
attached to the securities of any other 
class of securities of the investment 
fund that are the same as or greater 
than, on a per security basis, those 
attached to the restricted securities, 

(b) any significant provisions under 
applicable corporate and securities law 
that do not apply to the holders of the 
restricted securities that are the subject 
of the distribution or that will result from 
the distribution, either directly or 
following a conversion, exchange or 
exercise, but do apply to the holders of 
another class of equity securities, and 
the extent of any rights provided in the 
constating documents or otherwise for 
the protection of holders of the 
restricted securities, 

(c) any rights under applicable corporate 
law, in the constating documents or 
otherwise, of holders of restricted 
securities that are the subject of the 
distribution or that will result from the 
distribution, either directly or following a 
conversion, exchange or exercise, to 
attend, in person or by proxy, meetings 
of holders of equity securities of the 
investment fund and to speak at the 
meetings to the same extent that 
holders of equity securities are entitled, 
and 

(d) how the investment fund complied with, 
or the basis upon which it was exempt 
from, the requirements of Part 12 of the 
Instrument. 

(2) If holders of restricted securities do not have 
all of the rights referred to in subsection (1), 
the detailed description referred to in that 
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subsection must include, in boldface type, a 
statement of the rights the holders do not 
have. 

(3) If the investment fund is required to include 
the disclosure referred to in subsection (1), 
state the percentage of the aggregate voting 
rights attached to the investment fund’s 
securities that will be represented by 
restricted securities after effect has been 
given to the issuance of the securities being 
offered. 

21.7 Modification of Terms 

(1) Describe provisions about the modification, 
amendment or variation of any rights 
attached to the securities being distributed. 

(2) If the rights of holders of securities may be 
modified otherwise than in accordance with 
the provisions attached to the securities or 
the provisions of the governing statute 
relating to the securities, explain briefly. 

21.8 Ratings 

(1) If the investment fund has asked for and 
received a credit rating, or if the investment 
fund is aware that it has received any other 
kind of rating, including a stability rating or a 
provisional rating, from one or more credit 
rating organizations for securities of the 
investment fund that are outstanding, or will 
be outstanding, and the rating or ratings 
continue in effect, disclose  

(a) each rating received from a credit rating 
organization, 

(b) for each rating disclosed under 
paragraph (a), the name of the credit 
rating organization that has assigned 
the rating, 

(c) a definition or description of the 
category in which each credit rating 
organization rated the securities and the 
relative rank of each rating within the 
organization’s overall classification 
system, 

(d) an explanation of what the rating 
addresses and what attributes, if any, of 
the securities are not addressed by the 
rating, 

(e) any factors or considerations identified 
by the credit rating organization as 
giving rise to unusual risks associated 
with the securities, 

(f) a statement that a credit rating or a 
stability rating is not a recommendation 
to buy, sell or hold securities and may 
be subject to revision or withdrawal at 
any time by the credit rating 
organization, and  

(g) any announcement made by, or any 
proposed announcement known to the 
investment fund that is to be made by, a 
credit rating organization to the effect 
that the organization is reviewing or 
intends to revise or withdraw a rating 
previously assigned and required to be 
disclosed under this section. 

(2) If payments were, or reasonably will be, 
made to a credit rating organization that 
provided a rating described in subsection 
(1), state that fact and state whether any 
payments were made to the credit rating 
organization in respect of any other service 
provided to the investment fund by the credit 
rating organization during the last two years. 

INSTRUCTIONS:  

There may be factors relating to a security that 
are not addressed by a credit rating organization 
when they give a rating. For example, in the 
case of cash settled derivative instruments, 
factors in addition to the creditworthiness of the 
issuer, such as the continued subsistence of the 
underlying interest or the volatility of the price, 
value or level of the underlying interest may be 
reflected in the rating analysis.  Rather than 
being addressed in the rating itself, these factors 
may be described by a credit rating organization 
by way of a superscript or other notation to a 
rating. Any such attributes must be discussed in 
the disclosure under this section. 

A provisional rating received before the 
investment funds most recently completed 
financial year is not required to be disclosed 
under this section. 

21.9 Other Attributes   

(1) If the rights attaching to the securities being 
distributed are materially limited or qualified 
by the rights of any other class of securities, 
or if any other class of securities ranks 
ahead of or equally with the securities being 
distributed, include information about the 
other securities that will enable investors to 
understand the rights attaching to the 
securities being distributed. 

(2) If securities of the class being distributed 
may be partially redeemed or repurchased, 
state the manner of selecting the securities 
to be redeemed or repurchased. 

INSTRUCTION: 

This section requires only a brief summary of the 
provisions that are material from an investment 
standpoint. The provisions attaching to the 
securities being distributed or any other class of 
securities do not need to be set out in full. They 
may, in the investment fund’s discretion, be 
attached as a schedule to the prospectus. 
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Item 22 - Securityholder Matters 

22.1 Meetings of Securityholders  

Under the heading “Securityholder Matters” and 
under the sub-heading “Meetings of 
Securityholders”, describe the circumstances, 
processes and procedures for holding any 
securityholder meeting and for any extraordinary 
resolution. 

22.2 Matters Requiring Securityholder Approval 

Under the sub-heading “Matters Requiring 
Securityholder Approval”, describe the matters that 
require securityholder approval. 

22.3 Amendments to Declaration of Trust 

For an investment fund established pursuant to a 
declaration of trust, under the sub-heading 
“Amendments to the Declaration of Trust”, 
describe the circumstances, processes and 
procedures required to amend the declaration of 
trust.  

22.4 Reporting to Securityholders  

Under the sub-heading “Reporting to 
Securityholders” describe the information or 
reports that will be delivered or made available to 
securityholders and the frequency with which such 
information or reports will be delivered or made 
available to securityholders, including any 
requirements under securities legislation. 

Item 23 - Termination of the Fund 

23.1 Termination of the Fund 

Under the heading “Termination of the Fund”, 
describe the circumstances in which the investment 
fund will be terminated, including: 

(a) the date of termination, 

(b) how the value of the securities of the 
investment fund at termination will be 
determined, 

(c) whether securityholders will receive 
cash or any other type of payment upon 
termination, 

(d) the details of any rollover transaction, if 
securityholders will receive securities of 
another investment fund as part of a 
rollover transaction upon termination,  

(e) how the assets of the investment fund 
will be distributed upon termination, and 

(f) if the investment fund is an alternative 
mutual fund, disclose whether the 
investment fund will be wound up 
without the approval of securityholders 
if the net asset value per security falls 
below a certain predetermined level, 
and, if so, the net asset value per 
security at which this will occur.  

Item 24 - Use of Proceeds 

24.1 Application 

This Item does not apply to an investment fund in 
continuous distribution.  

24.2 Proceeds 

(1) Under the heading “Use of Proceeds”, state 
the estimated net proceeds to be received 
by the investment fund or selling 
securityholder or, in the case of a non-fixed 
price distribution or a distribution to be 
made on a best efforts basis, the minimum 
amount, if any, of net proceeds to be 
received by the investment fund or selling 
securityholder from the sale of the securities 
distributed. 

(2) Describe in reasonable detail and, if 
appropriate, using tabular form, each of the 
principal purposes, with approximate 
amounts, for which the net proceeds will be 
used by the investment fund.  

(3) If the prospectus is used for a special 
warrant or similar transaction, state the 
amount that has been received by the 
issuer of the special warrants or similar 
securities on the sale of the special 
warrants or similar securities. 

24.3 Other Sources of Funding  

If any material amounts of other funds are to be 
used in conjunction with the proceeds, state the 
amounts and sources of the other funds. 

24.4 Financing by Special Warrants, etc.  

(1) If the prospectus is used to qualify the 
distribution of securities issued upon the 
exercise of special warrants or the exercise 
of other securities acquired on a 
prospectus-exempt basis, describe the 
principal purposes for which the proceeds of 
the prospectus-exempt financing were used 
or are to be used.  

(2) If all or a portion of the funds have been 
spent, explain how the funds were spent. 

Item 25 - Plan of Distribution 

25.1 Plan of Distribution 

Under the heading “Plan of Distribution”, briefly 
describe the plan of distribution.  

25.2 Name of Underwriters  

(1) If the securities are being distributed by an 
underwriter, state the name of the 
underwriter and describe briefly the nature 
of the underwriter’s obligation to take up 
and pay for the securities.   

(2) Disclose the date by which the underwriter 
is obligated to purchase the securities.   
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25.3 Disclosure of Conditions to Underwriters’ 
Obligations  

If securities are distributed by an underwriter that 
has agreed to purchase all of the securities at a 
specified price and the underwriter’s obligations are 
subject to conditions, 

(a) include a statement in substantially the 
following form, with the bracketed 
information completed and with 
modifications necessary to reflect the 
terms of the distribution: 

“Under an agreement dated 
[insert date of agreement] 
between [insert name of 
investment fund or selling 
securityholder] and [insert 
name(s) of underwriter(s)], as 
underwriter[s], [insert name of 
investment fund or selling 
securityholder] has agreed to sell 
and the underwriter[s] [has/have] 
agreed to purchase on [insert 
closing date] the securities at a 
price of [insert offering price], 
payable in cash to [insert name 
of investment fund or selling 
securityholder] against delivery. 
The obligations of the 
underwriter[s] under the 
agreement may be terminated at 
[its/their] discretion on the basis 
of [its/their] assessment of the 
state of the financial markets and 
may also be terminated upon the 
occurrence of certain stated 
events. The underwriter[s] 
[is/are], however, obligated to 
take up and pay for all of the 
securities if any of the securities 
are purchased under the 
agreement.”, and 

(b) describe any other conditions and 
indicate any information known that is 
relevant to whether such conditions will 
be satisfied. 

25.4 Best Efforts Offering  

Outline briefly the plan of distribution of any 
securities being distributed other than on the basis 
described in section 25.3. 

25.5 Minimum Distribution  

If securities are being distributed on a best efforts 
basis and minimum funds are to be raised, state 

(a) the minimum funds to be raised, 

(b) that the investment fund must appoint a 
registered dealer authorized to make 
the distribution, a Canadian financial 
institution, or a lawyer who is a 
practising member in good standing 

with a law society of a jurisdiction in 
which the securities are being 
distributed, or a notary in Québec, to 
hold in trust all funds received from 
subscriptions until the minimum amount 
of funds stipulated in paragraph (a) has 
been raised, and 

(c) that if the minimum amount of funds is 
not raised within the distribution period, 
the trustee must return the funds to the 
subscribers without any deductions. 

25.6 Determination of Price  

Disclose the method by which the distribution price 
has been or will be determined and, if estimates 
have been provided, explain the process of 
determining the estimates. 

25.7 Stabilization  

If the investment fund, a selling securityholder or 
an underwriter knows or has reason to believe that 
there is an intention to over-allot or that the price of 
any security may be stabilized to facilitate the 
distribution of the securities, describe the nature of 
these transactions, including the anticipated size of 
any over-allocation position, and explain how the 
transactions are expected to affect the price of the 
securities.   

25.8 Reduced Price Distributions  

If the underwriter may decrease the offering price 
after the underwriter has made a reasonable effort 
to sell all of the securities at the initial offering price 
disclosed in the prospectus in accordance with the 
procedures permitted by the Instrument and NI 81-
102, disclose this fact and that the compensation 
realised by the underwriter will be decreased by 
the amount that the aggregate price paid by 
purchasers for the securities is less than the gross 
proceeds paid by the underwriter to the investment 
fund or selling securityholder.  

25.9 Listing Application  

If application has been made to list or quote the 
securities being distributed, include a statement, in 
substantially the following form, with the bracketed 
information completed: 

“The investment fund has applied to 
[list/quote] the securities distributed under 
this prospectus on [name of exchange or 
other market]. [Listing/Quotation] will be 
subject to the investment fund fulfilling all 
the listing requirements of [name of 
exchange or other market].” 

25.10 Conditional Listing Approval 

If application has been made to list or quote the 
securities being distributed on an exchange or 
marketplace and conditional listing approval has 
been received, include a statement, in 
substantially the following form, with the bracketed 
information completed: 
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“[name of exchange or marketplace] has 
conditionally approved the [listing/quotation] 
of these securities. [Listing/Quotation] is 
subject to the [name of investment fund]’s 
fulfilling all of the requirements of the [name 
of exchange or marketplace] on or before 
[date], [including distribution of these 
securities to a minimum number of public 
securityholders].” 

25.11 Constraints  

If there are constraints imposed on the ownership 
of securities of the investment fund to ensure that 
the investment fund has a required level of 
Canadian ownership, describe the mechanism, if 
any, by which the level of Canadian ownership of 
the securities of the investment fund will be 
monitored and maintained. 

25.12 Special Warrants Acquired by Underwriters or 
Agents  

Disclose the number and dollar value of any 
special warrants acquired by any underwriter or 
agent and the percentage of the distribution 
represented by those special warrants.   

Item 26 - Relationship Between Investment Fund or 
Selling Securityholder and Underwriter 

26.1 Relationship Between Investment Fund or 
Selling Securityholder and Underwriter 

(1) Under the heading “Relationship between 
Investment Fund [or Selling Securityholder] 
and Underwriter”, if the investment fund or 
selling securityholder is a connected issuer 
or related issuer of an underwriter of the 
distribution, or if the selling securityholder is 
also an underwriter, comply with the 
requirements of NI 33-105.  

(2) For the purposes of subsection (1), 
“connected issuer” and “related issuer” have 
the same meanings as in NI 33-105.  

Item 27 [Repealed] 

Item 28 - Principal Holders of Securities of the 
Investment Fund and Selling Securityholders 

28.1 Principal Holders of Securities of the 
Investment Fund and Selling Securityholders 

(1) Under the heading “Principal Holders of 
Securities of the Investment Fund [and 
Selling Securityholders]”, provide the 
following information for each principal 
securityholder of the investment fund, if 
known or if ought to be known by the 
investment fund or the manager and, if any 
securities are being distributed for the 
account of a securityholder, for each selling 
securityholder, as of a specified date not 
more than 30 days before the date of the 

prospectus or pro forma prospectus, as 
applicable: 

(a) the name, 

(b) the number or amount of securities 
owned, controlled or directed of the 
class being distributed, 

(c) the number or amount of securities of 
the class being distributed for the 
account of the securityholder,  

(d) the number or amount of securities of 
the investment fund of any class to be 
owned, controlled or directed after the 
distribution, and the percentage that 
number or amount represents of the 
total outstanding, and 

(e) whether the securities referred to in 
paragraphs (b), (c) or (d) are owned 
both of record and beneficially, of 
record only, or beneficially only. 

(2) If securities are being distributed in 
connection with a restructuring transaction, 
indicate, to the extent known, the holdings of 
each person or company described in 
paragraph (1)(a) that will exist after effect 
has been given to the transaction. 

(3) If any of the securities being distributed are 
being distributed for the account of a 
securityholder and those securities were 
purchased by the selling securityholder 
within the two years preceding the date of 
the prospectus or pro forma prospectus, as 
applicable, state the date the selling 
securityholder acquired the securities and, 
if the securities were acquired in the 
12 months preceding the date of the 
prospectus or pro forma prospectus, as 
applicable, the cost to the securityholder 
in the aggregate and on an average 
cost-per-security basis. 

(4) If, to the knowledge of the investment fund 
or the underwriter of the securities being 
distributed, more than 10 percent of any 
class of voting securities of the investment 
fund is held, or is to be held, subject to any 
voting trust or other similar agreement, 
disclose, to the extent known, the 
designation of the securities, the number or 
amount of the securities held or to be held 
subject to the agreement and the duration of 
the agreement. State the names and 
addresses of the voting trustees and outline 
briefly their voting rights and other powers 
under the agreement. 

(5) If, to the knowledge of the investment fund 
or the underwriter of the securities being 
distributed, any principal securityholder or 
selling securityholder is an associate or 
affiliate of another person or company 
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named as a principal securityholder, 
disclose, to the extent known, the material 
facts of the relationship, including any basis 
for influence over the investment fund held 
by the person or company other than the 
holding of voting securities of the investment 
fund. 

(6) In addition to the above, include in a 
footnote to the table the required 
calculation(s) on a fully-diluted basis. 

(7) Describe any material change to the 
information required to be included in the 
prospectus under subsection (1) to the date 
of the prospectus. 

INSTRUCTION: 

If a company, partnership, trust or other 
unincorporated entity is a principal 
securityholder of an investment fund, disclose, 
to the extent known, the name of each individual 
who, through ownership of or control or direction 
over the securities of the company, trust or other 
unincorporated entity, or membership in the 
partnership, as the case may be, is a principal 
securityholder of that entity. 

Item 29 - Interests of Management and Others in 
Material Transactions 

29.1 Interests of Management and Others in Material 
Transactions 

Under the heading “Interests of Management and 
Others in Material Transactions”, describe, and 
state the approximate amount of, any material 
interest, direct or indirect, of any of the following 
persons or companies in any transaction within the 
three years before the date of the prospectus or 
pro forma prospectus that has materially affected 
or is reasonably expected to materially affect the 
investment fund:  

(a) a director or executive officer of the 
investment fund or the investment fund 
manager,  

(b) a person or company that beneficially 
owns, or controls or directs, directly or 
indirectly, more than 10 percent of any 
class or series of the outstanding voting 
securities of the investment fund or the 
investment fund manager, and  

(c) an associate or affiliate of any of the 
persons or companies referred to in 
paragraphs (a) or (b). 

29.2 Underwriting Discounts  

Disclose any material underwriting discounts or 
commissions upon the sale of securities by the 
investment fund if any of the persons or 
companies listed under section 29.1 were or are to 
be an underwriter or are associates, affiliates or 
partners of a person or company that was or is to 
be an underwriter. 

INSTRUCTIONS:  

(1) The materiality of an interest is to be 
determined on the basis of the significance 
of the information to investors in light of all 
the circumstances of the particular case. 
The importance of the interest to the person 
having the interest, the relationship of the 
parties to the transaction with each other 
and the amount involved are among the 
factors to be considered in determining the 
significance of the information to investors. 

(2) Give a brief description of the material 
transaction. Include the name of each 
person or company whose interest in any 
transaction is described and the nature of 
the relationship to the investment fund. 

(3) For any transaction involving the purchase 
of assets by or sale of assets to the 
investment fund, state the cost of the assets 
to the purchaser, and the cost of the assets 
to the seller if acquired by the seller within 
three years before the transaction.  

(4) This Item does not apply to any interest 
arising from the ownership of securities of 
the investment fund if the securityholder 
receives no extra or special benefit or 
advantage not shared on an equal basis by 
all other holders of the same class of 
securities or all other holders of the same 
class of securities who are resident in 
Canada. 

(5) No information need be given under this 
Item for a transaction if 

(a) the rates or charges involved in the 
transaction are fixed by law or 
determined by competitive bids, 

(b) the interest of a specified person or 
company in the transaction is solely 
that of a director of another company 
that is a party to the transaction, 

(c) the transaction involves services as a 
bank or other depository of funds, a 
transfer agent, registrar, trustee under 
a trust indenture or other similar 
services, or 

(d) the transaction does not involve 
remuneration for services and the 
interest of the specified person or 
company arose from the beneficial 
ownership, direct or indirect, of less 
than ten percent of any class of equity 
securities of another company that is 
party to the transaction and the 
transaction is in the ordinary course of 
business of the investment fund. 

(6) Describe all transactions not excluded 
above that involve remuneration (including 
an issuance of securities), directly or 
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indirectly, to any of the specified persons or 
companies for services in any capacity 
unless the interest of the person or 
company arises solely from the beneficial 
ownership, direct or indirect, of less than ten 
percent of any class of equity securities of 
another company furnishing the services to 
the investment fund.  

Item 30 - Proxy Voting Disclosure 

30.1 Proxy Voting Disclosure for Portfolio 
Securities Held 

Under the heading “Proxy Voting Disclosure for 
Portfolio Securities Held”, include the disclosure 
required by subsection 10.2(3) of NI 81-106. 

Item 31 - Material Contracts 

31.1 Material Contracts 

Under the heading “Material Contracts”, list and 
provide particulars of 

(a) the articles of incorporation, the 
declaration of trust or trust agreement of 
the investment fund or any other 
constating document, if any, 

(b) any agreement of the investment fund 
or trustee with the manager of the 
investment fund, 

(c) any agreement of the investment fund, 
the manager or trustee with the portfolio 
adviser of the investment fund, 

(d) any agreement of the investment fund, 
the manager or trustee with the 
custodian of the investment fund, 

(e) any agreement of the investment fund, 
the manager or trustee with the 
underwriters or agents of the 
investment fund, 

(f) any swap or forward agreement of the 
investment fund, the manager or trustee 
with a counterparty that is material to 
the investment fund fulfilling its 
investment objectives, 

(g) any agreement of the investment fund, 
the manager or trustee with the 
principal distributor of the investment 
fund, and 

(h) any other contract or agreement that 
can reasonably be regarded as material 
to an investor in the securities of the 
investment fund. 

INSTRUCTIONS: 

(1) Set out a complete list of all contracts for 
which particulars must be given under this 
section, indicating those that are disclosed 
elsewhere in the prospectus. Particulars 
need only be provided for those contracts 

that do not have the particulars given 
elsewhere in the prospectus. 

(2) Particulars of contracts must include the 
dates of, parties to, consideration provided 
for in, termination provisions, general nature 
and key terms of, the contracts. 

Item 32 - Legal and Administrative Proceedings 

32.1 Legal and Administrative Proceedings 

Under the heading “Legal and Administrative 
Proceedings”, describe briefly any ongoing legal 
and administrative proceedings material to the 
investment fund, to which the investment fund, its 
manager or principal distributor is a party. 

32.2 Particulars of the Proceedings  

(1) For all matters disclosed under section 32.1, 
disclose 

(a) the name of the court or agency having 
jurisdiction, 

(b) the date on which the proceeding was 
instituted, 

(c) the principal parties to the proceeding, 

(d)  the nature of the proceeding and, if 
applicable, the amount claimed, and 

(e)  whether the proceeding is being 
contested and the present status of the 
proceeding. 

(2) Provide similar disclosure about any 
proceedings known to be contemplated. 

32.3 Penalties and Sanctions 

Describe the penalties or sanctions imposed and 
the grounds on which they were imposed or the 
terms of any settlement agreement and the 
circumstances that gave rise to the settlement 
agreement, if, within the 10 years before the date 
of the prospectus or pro forma prospectus, the 
manager of the investment fund, a director or 
executive officer of the investment fund or a 
partner, director or executive officer of the manager 
of the investment fund has  

(a) been subject to any penalties or 
sanctions imposed by a court or a 
securities regulatory authority relating to 
Canadian securities legislation, 
promotion or management of an 
investment fund, theft or fraud or has 
entered into a settlement agreement 
before a court or with a regulatory body 
in relation to any of these matters, or 

(b) been subject to any other penalties or 
sanctions imposed by a court or 
regulatory body or has entered into any 
other settlement agreement before a 
court or with a regulatory body that 
would likely be considered important to 
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a reasonable investor in determining 
whether to purchase securities of the 
investment fund. 

Item 33 - Experts 

33.1 Names of Experts  

Under the heading “Experts”, name each person or 
company 

(a) who is named as having prepared or 
certified a report, valuation, statement 
or opinion in the prospectus or an 
amendment to the prospectus, and 

(b) whose profession or business gives 
authority to the report, valuation, 
statement or opinion made by the 
person or company. 

33.2 Interests of Experts  

(1) Disclose all registered or beneficial 
interests, direct or indirect, in any securities 
or other property of the investment fund or 
of an associate or affiliate of the investment 
fund received or to be received by a person 
or company whose profession or business 
gives authority to a statement made by the 
person or company and who is named as 
having prepared or certified a part of the 
prospectus or prepared or certified a report 
or valuation described or included in the 
prospectus.  

(2) For the purpose of subsection (1), if the 
ownership is less than one percent, a 
general statement to that effect is sufficient.  

(3) If a person, or a director, officer or 
employee of a person or company referred 
to in subsection (1) is or is expected to be 
elected, appointed or employed as a 
director, officer or employee of the 
investment fund or of any associate or 
affiliate of the investment fund, disclose the 
fact or expectation. 

(4) Despite subsection (1), an auditor who is 
independent in accordance with the 
auditor’s rules of professional conduct in a 
jurisdiction of Canada or has performed an 
audit in accordance with US GAAS is not 
required to provide the disclosure in 
subsection (1) if there is disclosure that the 
auditor is independent in accordance with 
the auditor’s rules of professional conduct in 
a jurisdiction of Canada or that the auditor 
has complied with the SEC’s rules on 
auditor independence. 

INSTRUCTIONS: 

(1) Section 33.2 does not apply to the 
investment fund’s predecessor auditors, if 
any, for those periods when they were not 
the investment fund’s auditor. 

(2) Section 33.2 does not apply to registered or 
beneficial interests, direct or indirect, held 
through mutual funds. 

Item 34 - Exemptions and Approvals 

34.1 Exemptions and Approvals 

Under the heading “Exemptions and Approvals”, 
describe all exemptions from or approvals under 
securities legislation obtained by the investment 
fund or the manager of the investment fund that 
continue to be relied upon by the investment fund 
or the manager, including all exemptions to be 
evidenced by the issuance of a receipt for the 
prospectus pursuant to section 19.3 of the 
Instrument. 

Item 35 - Other Material Facts 

35.1 Other Material Facts 

Under the heading “Other Material Facts”, using 
sub-headings as appropriate, give particulars of 
any material facts about the securities being 
distributed that are not disclosed under any other 
section and are necessary in order for the 
prospectus to contain full, true and plain disclosure 
of all material facts relating to the securities to be 
distributed. 

Item 36 - Purchasers’ Statutory Rights of Withdrawal 
and Rescission 

36.1 General  

For investment funds other than mutual funds, 
under the heading “Purchasers’ Statutory Rights of 
Withdrawal and Rescission” include a statement in 
substantially the following form, with bracketed 
information completed: 

“Securities legislation in [certain of the 
provinces [and territories] of Canada/the 
Province of [insert name of local jurisdiction, 
if applicable]] provides purchasers with the 
right to withdraw from an agreement to 
purchase securities. This right may be 
exercised within two business days after 
receipt or deemed receipt of a prospectus 
and any amendment. [In several of the 
provinces/provinces and territories], [T/t]he 
securities legislation further provides a 
purchaser with remedies for rescission [or [, 
in some jurisdictions,] revisions of the price 
or damages] if the prospectus and any 
amendment contains a misrepresentation or 
is not delivered to the purchaser, provided 
that the remedies for rescission [, revisions 
of the price or damages] are exercised by 
the purchaser within the time limit 
prescribed by the securities legislation of 
the purchaser’s province [or territory].  The 
purchaser should refer to any applicable 
provisions of the securities legislation of the 
purchaser’s province [or territory] for the 
particulars of these rights or consult with a 
legal adviser.” 



Form 41-101F2 

 

- 31 - 

36.2 Mutual Funds  

For an investment fund that is a mutual fund, other 
than an ETF, under the heading “Purchasers’ 
Statutory Rights of Withdrawal and Rescission”, 
state in words substantially similar to the following: 

“Securities legislation in [certain of the 
provinces [and territories] of Canada/the 
Province of [insert name of local jurisdiction, 
if applicable]] provides purchasers with the 
right to withdraw from an agreement to 
purchase mutual fund securities within two 
business days after receipt of a prospectus 
and any amendment or within 48 hours after 
the receipt of a confirmation of a purchase 
of such securities. If the agreement is to 
purchase such securities under a 
contractual plan, the time period during 
which withdrawal may be made may be 
longer.  [In several of the 
provinces/provinces and territories], [T/t]he 
securities legislation further provides a 
purchaser with remedies for rescission [or [, 
in some jurisdictions,] revisions of the price 
or damages] if the prospectus and any 
amendment contains a misrepresentation or 
is not delivered to the purchaser, provided 
that the remedies for rescission [, revisions 
of the price or damages] are exercised by 
the purchaser within the time limit 
prescribed by the securities legislation of 
the purchaser’s province [or territory].  The 
purchaser should refer to the applicable 
provisions of the securities legislation of the 
province [or territory] for the particulars of 
these rights or should consult with a legal 
adviser.” 

36.2.1  Exchange-traded Mutual Funds 

For an investment fund that is an ETF, under the 
heading “Purchasers’ Statutory Rights of 
Rescission”, state in words substantially similar to 
the following: 

“Securities legislation in [certain of the 
provinces [and territories] of Canada/the 
Province of [insert name of local jurisdiction, 
if applicable]] provides purchasers with the 
right to withdraw from an agreement to 
purchase ETF securities within 48 hours 
after the receipt of a confirmation of a 
purchase of such securities.  [In several of 
the provinces/provinces and territories], 
[T/t]he securities legislation further provides 
a purchaser with remedies for rescission [or 
[, in some jurisdictions,] revisions of the 
price or damages] if the prospectus and any 
amendment contains a misrepresentation, 
or non-delivery of the ETF Facts, provided 
that the remedies for rescission [, revisions 
of the price or damages] are exercised by 
the purchaser within the time limit 
prescribed by the securities legislation of 
the purchaser’s province [or territory].  

The purchaser should refer to the applicable 
provisions of the securities legislation of the 
province [or territory] for the particulars of 
these rights or should consult with a legal 
adviser.” 

36.3 Non-fixed Price Offerings  

In the case of a non-fixed price offering, if 
applicable in the jurisdiction in which the 
prospectus is filed, replace the second sentence in 
the disclosure in section 36.1 with a statement in 
substantially the following form: 

“This right may only be exercised within two 
business days after receipt or deemed 
receipt of a prospectus and any 
amendment, irrespective of the 
determination at a later date of the 
purchase price of the securities distributed.” 

Item 37 - Documents Incorporated by Reference 

37.1 Mandatory Incorporation by Reference  

If the investment fund is in continuous distribution, 
incorporate by reference the following documents 
in the prospectus, by means of the following 
statement in substantially the following words 
under the heading “Documents Incorporated by 
Reference”: 

“Additional information about the fund is 
available in the following documents: 

1. The most recently filed ETF Facts for 
each class or series of securities of the 
ETF, filed either concurrently with or after 
the date of the prospectus. [insert if 
applicable] 

2. The most recently filed comparative 
annual financial statements of the 
investment fund, together with the 
accompanying report of the auditor. 

3. Any interim financial reports of the 
investment fund filed after those annual 
financial statements. 

4. The most recently filed annual 
management report of fund performance 
of the investment fund. 

5. Any interim management report of fund 
performance of the investment fund filed 
after that annual management report of 
fund performance. 

These documents are incorporated by 
reference into the prospectus, which 
means that they legally form part of this 
document just as if they were printed as 
part of this document. You can get a copy of 
these documents, at your request, and at no 
cost, by calling [toll-free/collect] [insert the 
toll-free telephone number or telephone 
number where collect calls are accepted] or 
from your dealer. 
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These documents are available on the 
investment fund’s website at [insert the 
investment fund’s designated website 
address], or by contacting the [investment 
fund/investment fund family] at [insert 
investment fund’s /investment fund family’s 
email address]. 

These documents and other information 
about the fund are available on the Internet 
at www.sedar.com.” 

37.2 Mandatory Incorporation by Reference of 
Future Documents  

If the investment fund is in continuous distribution, 
state that any documents, of the type described in 
section 37.1, if filed by the investment fund after 
the date of the prospectus and before the 
termination of the distribution, are deemed to be 
incorporated by reference in the prospectus. 

Item 38 - Financial Disclosure 

38.1 Financial Statements  

(1) Unless incorporated by reference under 
Item 37, include in the prospectus the 
comparative annual financial statements 
and the auditor’s report prepared in 
accordance with NI 81-106 for the 
investment fund’s most recently completed 
financial year.  

(2) If an investment fund’s most recent financial 
year ended within 90 days of the date of the 
prospectus referred to in subsection (1), the 
investment fund may treat the previous year 
as the most recently completed financial 
year under subsection (1).  

(3) If the investment fund has not completed its 
first financial year, the fund must include in 
the prospectus audited financial statements 
and the auditor’s report prepared in 
accordance with NI 81-106 for the period 
from the date of the fund’s formation to a 
date not more than 90 days before the date 
of the prospectus and as at a date not more 
than 90 days before the date of the 
prospectus, as applicable.  

(4) Despite subsections (1) and (3), if the 
investment fund is a newly established fund, 
include in the prospectus the opening 
statement of financial position of the 
investment fund, accompanied by the 
auditor’s report prepared in accordance with 
NI 81-106.  

38.2 Interim Financial Reports 

Unless incorporated by reference under Item 37, 
include in the prospectus financial statements for 
the investment fund prepared in accordance with 
NI 81-106 for the interim period that began 
immediately after the financial year to which the 
annual financial statements required to be included 

in the prospectus under section 38.1 relate, if the 
prospectus is filed 60 days or more after the end of 
that interim period.   

38.3 Management Reports of Fund Performance 

Unless incorporated by reference under Item 37, 
include in the prospectus the most recently filed 
interim management report of fund performance, if 
filed after the most recently filed annual 
management report of fund performance and 
include the most recently filed annual 
management report of fund performance. 

Item 39 - Certificates 

39.1 Certificate of the Investment Fund  

Include a certificate of the investment fund in the 
following form: 

“This prospectus [,together with the 
documents incorporated herein by 
reference,] constitutes full, true and plain 
disclosure of all material facts relating to the 
securities offered by this prospectus as 
required by the securities legislation of 
[insert the jurisdictions in which qualified].” 

39.2 Certificate of the Manager  

Include a certificate of the manager of the 
investment fund in the same form as the certificate 
of the investment fund. 

39.3 Certificate of the Underwriter  

Where a person or company is required to provide 
a certificate in the underwriter certificate form, the 
certificate must state: 

“To the best of our knowledge, information 
and belief, this prospectus [,together with 
the documents incorporated herein by 
reference,] constitutes full, true and plain 
disclosure of all material facts relating to the 
securities offered by this prospectus as 
required by the securities legislation of 
[insert the jurisdictions in which qualified].” 

39.4 Certificate of the Promoter  

If there is a promoter of the investment fund, 
include a certificate in the same form as the 
certificate of the investment fund. 

39.5 Amendments  

(1) For an amendment to a prospectus that 
does not restate the prospectus, change 
“prospectus” to “prospectus dated [insert 
date] as amended by this amendment” 
wherever it appears in the statements in 
sections 39.1 to 39.4. 

(2) For an amended and restated prospectus, 
change “prospectus” to “amended and 
restated prospectus” wherever it appears in 
the statements in sections 39.1 to 39.4. 
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39.6 Non-offering Prospectus  

For a non-offering prospectus, change “securities 
offered by this prospectus” to “securities previously 
issued by the investment fund” wherever it 
appears in the statements in sections 39.1 to 39.4. 
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FORM 41-101F4 
INFORMATION REQUIRED IN AN ETF FACTS 

DOCUMENT 

GENERAL INSTRUCTIONS: 

General 

(1)  This Form describes the disclosure required in 
an ETF facts document for an ETF.  Each Item 
of this Form outlines disclosure requirements. 
Instructions to help you provide this disclosure 
are in italic type. 

(2)  Terms defined in National Instrument 41-101 
General Prospectus Requirements, National 
Instrument 81-102 Investment Funds, National 
Instrument 81-105 Mutual Fund Sales Practices 
or National Instrument 81-106 Investment Fund 
Continuous Disclosure and used in this Form 
have the meanings that they have in those 
national instruments. 

(3)  An ETF facts document must state the required 
information concisely and in plain language. 

(4)  Respond as simply and directly as is reasonably 
possible. Include only the information necessary 
for a reasonable investor to understand the 
fundamental and particular characteristics of the 
ETF. 

(5)  National Instrument 41-101 General Prospectus 
Requirements requires the ETF facts document 
to be presented in a format that assists in 
readability and comprehension. This Form does 
not mandate the use of a specific format or 
template to achieve these goals. However, ETFs 
must use, as appropriate, tables, captions, bullet 
points or other organizational techniques that 
assist in presenting the required disclosure 
clearly and concisely. 

(6)  This Form does not mandate the use of a 
specific font size or style but the text must be of 
a size and style that is legible. Where the ETF 
facts document is made available online, 
information must be presented in a way that 
enables it to be printed in a readable format. 

(7)  An ETF facts document can be produced in 
colour or in black and white, and in portrait or 
landscape orientation. 

(8)  Except as permitted by subsection (9), an ETF 
facts document must contain only the 
information that is specifically mandated or 
permitted by this Form. In addition, each Item 
must be presented in the order and under the 
heading or sub-heading stipulated in this Form. 

(9)  An ETF facts document may contain a brief 
explanation of a material change or a proposed 
fundamental change. The disclosure may be 
included in a textbox before Item 2 of Part I or in 
the most relevant section of the ETF facts 
document. If necessary, the ETF may provide a 

cross-reference to a more detailed explanation 
at the end of the ETF facts document. 

(10)  An ETF facts document must not contain design 
elements (e.g., graphics, photos, artwork) that 
detract from the information disclosed in the 
document. 

Contents of an ETF Facts Document 

(11)  Unless the exception in section 3C.2.4 of 
National Instrument 41-101 General Prospectus 
Requirements applies, an ETF facts document 
must disclose information about only one class 
or series of securities of an ETF. ETFs that have 
more than one class or series that are referable 
to the same portfolio of assets must prepare a 
separate ETF facts document for each class or 
series. 

(12)  The ETF facts document must be prepared on 
letter-size paper and must consist of two Parts: 
Part I and Part II. 

(13)  The ETF facts document must begin with the 
responses to the Items in Part I of this Form. 

(14)  Part I must be followed by the responses to the 
Items in Part II of this Form. 

(15)  Each of Part I and Part II must not exceed one 
page in length, unless the required information 
in any section causes the disclosure to exceed 
this limit. Where this is the case, an ETF facts 
document must not exceed a total of four pages 
in length. 

(16)  For a class or series of securities of the ETF 
denominated in a currency other than the 
Canadian dollar, specify the other currency 
under the heading “Trading Information (12 
months ending [date])” and provide the dollar 
amounts in the other currency, where applicable, 
under the headings “How has the ETF 
performed?” and “How much does it cost?”. 

(17)  For items that must be as at a date within 
60 days before the date of the ETF facts 
document or over a period ending within 60 days 
before the date of the ETF facts document, the 
same date within 60 days before the date of the 
ETF facts document must be used and 
disclosed in the ETF facts document. 

(18)  An ETF must not attach or bind other documents 
to an ETF facts document, except those 
documents permitted under Part 3C of National 
Instrument 41-101 General Prospectus 
Requirements. 

Consolidation of ETF Facts Document into a Multiple 
ETF Facts Document 

(19)  ETF facts documents must not be consolidated 
with each other to form a multiple ETF facts 
document, except as permitted by Part 3C of 
National Instrument 41-101 General Prospectus 
Requirements. When a multiple ETF facts 
document is permitted under the Instrument, an 
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ETF must provide information about each of the 
ETFs described in the document on a fund-by-
fund or catalogue basis and must set out for 
each ETF separately the information required by 
this Form. Each ETF facts document must start 
on a new page and may not share a page with 
another ETF facts document. 

Multi-Class ETFs 

(20)  As provided in National Instrument 81-102 
Investment Funds, each section, part, class or 
series of a class of securities of an investment 
fund that is referable to a separate portfolio of 
assets is considered to be a separate 
investment fund. Those principles are applicable 
to this Form. 

PART I - INFORMATION ABOUT THE ETF 

Item 1 - Introduction 

Include at the top of the first page a heading 
consisting of: 

(a) the title “ETF Facts”; 

(b) the name of the manager of the ETF; 

(c) the name of the ETF to which the ETF facts 
document pertains; 

(d) if the ETF has more than one class or series of 
securities, the name of the class or series 
described in the ETF facts document; 

(e) the ticker symbol(s) for the class or series of 
securities of the ETF ; 

(f) the date of the document;   

(g) if the final prospectus of the ETF includes 
textbox disclosure on the cover page, substantially 
similar textbox disclosure on the ETF facts 
document;  

(h) a brief introduction to the document using 
wording substantially similar to the following: 

This document contains key information you 
should know about [insert name of the ETF]. 
You can find more details about this 
exchange-traded fund (ETF) in its prospectus. 
Ask your representative for a copy, contact 
[insert name of the manager of the ETF] at 
[insert if applicable the toll-free number and 
email address of the manager of the ETF] or 
visit [insert the ETF’s designated website]; 
and 

(i) state in bold type using wording substantially 
similar to the following: 

Before you invest, consider how the ETF 
would work with your other investments and 
your tolerance for risk. 

INSTRUCTIONS: 

(1)  The date for an ETF facts document that is 
filed with a preliminary prospectus or final 
prospectus must be the date of the 
preliminary prospectus or final prospectus, 
respectively. The date for an ETF facts 
document that is filed with a pro forma 
prospectus must be the date of the 
anticipated final prospectus. The date for 
an amended ETF facts document must be 
the date on which it is filed. 

(2)  If the investment objectives of the ETF are 
to track a multiple (positive or negative) of 
the daily performance of a specified 
underlying index or benchmark, provide 
textbox disclosure in bold type using 
wording substantially similar to the 
following: 

This ETF is an alternative mutual fund. It is 
permitted to invest in asset classes or use 
investment strategies that are not 
permitted for other types of mutual funds. 

This ETF is highly speculative. It uses 
leverage which magnifies gains and 
losses. It is intended for use in daily or 
short-term trading strategies by 
sophisticated investors. If you hold this 
ETF for more than one day, your return 
could vary considerably from the ETF’s 
daily target return. Any losses may be 
compounded. Don’t buy this ETF if you are 
looking for a longer-term investment. 

(3)  If the investment objectives of the ETF are 
to track the inverse performance of a 
specified underlying index or benchmark, 
provide textbox disclosure in bold type 
using wording substantially similar to the 
following: 

This ETF is an alternative mutual fund. It is 
permitted to invest in asset classes or use 
investment strategies that are not 
permitted for other types of mutual funds. 

This ETF is highly speculative. It is 
intended for use in daily or short-term 
trading strategies by sophisticated 
investors. If you hold this ETF for more 
than one day, your return could vary 
considerably from the ETF’s daily target 
return. Any losses may be compounded. 
Don’t buy this ETF if you are looking for a 
longer-term investment. 

(4)  If the ETF is an alternative mutual fund and 
Instruction (2) or (3) does not apply, 
provide textbox disclosure in bold type 
using wording substantially similar to the 
following: 

This ETF is an alternative mutual fund. It 
has the ability to invest in asset classes or 
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use investment strategies that are not 
permitted for other types of mutual funds. 

The specific features that differentiate this 
fund from other types of mutual funds 
include: [list the asset classes the 
alternative mutual fund invests in and the 
investment strategies used by the 
alternative mutual fund that cause it to fall 
within the definition of “alternative mutual 
fund”] 

[Explain how the listed features may affect 
investors’ risk of losing money on their 
investment in the alternative mutual fund], 

Item 2 - Quick Facts, Trading Information and Pricing 
Information 

(1)  Under the heading “Quick Facts”, include 
disclosure in the form of the following table: 

Date ETF started  
(see instruction 1) 

Total value on [date] 
(see instruction 2) 

Management expense ratio (MER)  
(see instruction 3) 

Fund manager 
(see instruction 4) 

Portfolio manager 
(see instruction 5) 

Distributions 
(see instruction 6) 

 

(2)  Under the heading “Trading Information (12 
months ending [date])”, include disclosure in 
the form of the following table: 

Ticker symbol  
(see instruction 7) 

Exchange  
(see instruction 8) 

Currency 
(see instruction 9) 

Average daily volume  
(see instruction 10) 

Number of days traded 
(see instruction 11) 

 

(3)  Under the heading “Pricing Information (12 
months ending [date])”, include disclosure in 
the form of the following table: 

Market price  
(see instruction 12) 

Net asset value (NAV) 
(see instruction 13) 

Average bid-ask spread  
(see instruction 14) 

 

(4)  Where updated Quick Facts, Trading 
Information and Pricing Information are 
posted on the designated website of the 
ETF, state the following: 

“For more updated Quick Facts, Trading 
Information and Pricing Information, visit 
[insert the ETF’s designated website].” 

(5)  An ETF may include the Committee on 
Uniform Securities Identification Procedures 
(CUSIP) number for the class or series of 
securities of the ETF at the bottom of the 
first page by stating: 

For dealer use only: CUSIP [insert CUSIP 
number] 

INSTRUCTIONS: 

(1)  Use the date that the securities of the class 
or series of the ETF described in the ETF 
facts document first became available to 
the public. 

(2)  Specify the net asset value (NAV) of the 
ETF as at a date within 60 days before the 
date of the ETF facts document. The 
amount disclosed must take into 
consideration all classes or series that are 
referable to the same portfolio of assets.  
For a newly established ETF, state that this 
information is not available because it is a 
new ETF. 

(3)  Use the management expense ratio (MER) 
disclosed in the most recently filed 
management report of fund performance 
for the ETF. The MER must be net of fee 
waivers or absorptions and, despite 
subsection 15.1(2) of National Instrument 
81-106 Investment Fund Continuous 
Disclosure, need not include any additional 
disclosure about the waivers or 
absorptions. For a newly established ETF 
that has not yet filed a management report 
of fund performance, state that the MER is 
not available because it is a new ETF. 

(4)  Specify the name of the fund manager of 
the ETF.  

(5)  Specify the name of the portfolio manager 
of the ETF. The ETF may also name the 
specific individual(s) responsible for 
portfolio selection and if applicable, the 
name of the sub-advisor(s). 

(6)  Include disclosure under this element of the 
“Quick Facts” only if distributions are a 
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fundamental feature of the ETF.  Disclose 
the expected frequency and timing of 
distributions. If there is a targeted amount 
for distributions, the ETF may include this 
information. 

(7)  Specify the ticker symbol(s) for the class or 
series of securities of the ETF. 

(8)  Specify the exchange(s) on which the class 
or series of securities of the ETF are listed. 

(9)  Specify the currency that the class or 
series of securities of the ETF is 
denominated. 

(10)  Disclose the consolidated (all trading 
venues) average daily trading volume of 
the class or series of securities of the ETF 
over a 12 month period ending within 60 
days before the date of the ETF facts 
document.  Include non-trading (zero 
volume) days in the average daily trading 
volume calculation.  For a newly 
established ETF, state that this information 
is not available because it is a new ETF.  
For an ETF that has not yet completed 12 
consecutive months, state that this 
information is not available because the 
ETF has not yet completed 12 consecutive 
months. 

(11)  Disclose the number of days the class or 
series of securities of the ETF has traded 
out of the total number of available trading 
days over a 12 month period ending within 
60 days before the date of the ETF facts 
document.  For a newly established ETF, 
state that this information is not available 
because it is a new ETF.  For an ETF that 
has not yet completed 12 consecutive 
months, state that this information is not 
available because the ETF has not yet 
completed 12 consecutive months. 

(12)  Disclose the range for the market price of 
the class or series of securities of the ETF 
by specifying the highest and lowest prices 
at which the class or series of securities of 
the ETF have traded on all trading venues 
over a 12 month period ending within 60 
days before the date of the ETF facts 
document.  The dollar amounts shown 
under this Item may be rounded to two 
decimal places.  For a newly established 
ETF, state that this information is not 
available because it is a new ETF.  For an 
ETF that has not yet completed 12 
consecutive months, state that this 
information is not available because the 
ETF has not yet completed 12 consecutive 
months. 

(13)  Disclose the range for the net asset value 
per share or unit of the class or series of 
securities of the ETF by specifying the 

highest and lowest net asset value per 
share or unit of the class or series of 
securities of the ETF over a 12 month 
period ending within 60 days of the date of 
the ETF facts document.  The dollar 
amounts shown under this Item may be 
rounded to two decimal places.  For a 
newly established ETF, state that this 
information is not available because it is a 
new ETF.  For an ETF that has not yet 
completed 12 consecutive months, state 
that this information is not available 
because the ETF has not yet completed 12 
consecutive months. 

(14)  Disclose the average bid-ask spread (the 
Average Bid-Ask Spread) for the class or 
series of the ETF being described in the 
ETF facts document.  The disclosure must 
comply with the following: 

 The Average Bid-Ask Spread must 
be calculated by taking the average 
of the daily average bid-ask spread 
(the Daily Bid-Ask Spread) using the 
bid and ask orders displayed on the 
primary Canadian listing exchange 
(the Listing Exchange) for the class 
or series of the ETF for each day the 
Listing Exchange was open for 
trading (each, a Trading Day) over 
the 12-month period ending within 
60 days before the date of the ETF 
facts document (the Time Period).  

 Each Daily Bid-Ask Spread must be 
calculated by taking the average of 
the intraday bid-ask spreads (each, 
an Intraday Bid-Ask Spread) for each 
Trading Day.   

 An Intraday Bid-Ask Spread must be 
calculated at each one second 
interval beginning 15 minutes after 
the opening and ending 15 minutes 
prior to the closing of the Listing 
Exchange (the Interval Points).  

 The bid price at each Interval Point 
(the Interval Bid Price) must be 
determined by multiplying each bid 
price by its displayed order amount in 
number of shares until the sum of 
$50,000 (Bid Market Depth) is 
reached then dividing by the total 
number of securities bid.  

 The ask price at each Interval Point 
(the Interval Ask Price) must be 
determined by multiplying each ask 
price by its displayed order amount in 
number of securities until the sum of 
$50,000 (Ask Market Depth) is 
reached then dividing by the total 
number of securities offered. 
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 The bid-ask spread at each Interval 
Point (the Interval Bid-Ask Spread) is 
determined by calculating the 
difference between the Interval Bid 
Price and the Interval Ask Price and 
dividing by the midpoint of the 
Interval Bid Price and Interval Ask 
Price.   

 If the Listing Exchange for the ETF 
does not have sufficient Bid Market 
Depth, bid orders from other 
Canadian marketplaces must be 
used to the extent necessary to 
arrive at the Bid Market Depth. 

 If the Listing Exchange for the ETF 
does not have sufficient Ask Market 
Depth, ask orders from other 
Canadian marketplaces must be 
used to the extent necessary to 
arrive at the Ask Market Depth.   

 If the Listing Exchange has sufficient 
Bid Market Depth or Ask Market 
Depth the ETF may, at its discretion, 
also include bid and ask orders from 
other Canadian marketplaces in its 
calculation of the Interval Bid-Ask 
Spread. 

If there is insufficient Bid Market Depth or 
Ask Market Depth at a particular Interval 
Point even after including data from all 
Canadian marketplaces, no Interval Bid-
Ask Spread can be calculated for that 
Interval Point.  In order to include the Daily 
Average Bid-Ask Spread for a particular 
Trading Day in the 12-month Average Bid-
Ask Spread calculation, the ETF must be 
able to calculate an Interval Bid-Ask 
Spread for at least 75% of the Interval 
Points in that Trading Day.  In order to 
calculate the 12-month Average Bid-Ask 
Spread, the ETF must be able to calculate 
a Daily Bid-Ask Spread for at least 75% of 
the Trading Days over the Time Period.  
For a newly established ETF, state that the 
Average Bid-Ask Spread is not available 
because it is a new ETF.  For an ETF that 
has not yet completed 12 consecutive 
months, state that the Average Bid-Ask 
Spread is not available because the ETF 
has not yet completed 12 consecutive 
months.  For an ETF that has completed 12 
consecutive months but does not have 
sufficient data to calculate the Average Bid-
Ask Spread, state the following: “This ETF 
did not have sufficient market depth 
($50,000) to calculate the average bid-ask 
spread.” 

Item 3 - Investments of the ETF 

(1)  Briefly set out under the heading “What 
does the ETF invest in?” a description of the 

fundamental nature of the ETF, or the 
fundamental features of the ETF that 
distinguish it from other ETFs.   

(1.1) For an alternative mutual fund that uses 
leverage 

(a) disclose the sources of leverage, and  

(b)  disclose the maximum aggregate 
exposure to those sources of 
leverage the alternative mutual fund 
is permitted to have, 

(2)  For an ETF that replicates an index, 

(a)  disclose the name or names of the 
permitted index or permitted indices 
on which the investments of the 
index ETF are based, and 

(b)  briefly describe the nature of that 
permitted index or those permitted 
indices. 

(3)  For an ETF that uses derivatives to 
replicate an index, state using wording 
substantially similar to the following: 

The ETF uses derivatives, such as options, 
futures and swaps, to get exposure to the 
[index/benchmark] without investing directly 
in the securities that make up the 
[index/benchmark]. 

(4)  Include an introduction to the information 
provided in response to subsection (5) and 
subsection (6) using wording substantially 
similar to the following: 

The charts below give you a snapshot of the 
ETF’s investments on [insert date]. The 
ETF’s investments will change. 

(5)  Unless the ETF is a newly established ETF, 
include under the sub-heading “Top 10 
investments [date]”, a table disclosing the 
following:  

(a)  the top 10 positions held by the ETF, 
each expressed as a percentage of 
the net asset value of the ETF;  

(b)  the percentage of net asset value of 
the ETF represented by the top 10 
positions;  

(c)  the total number of positions held by 
the ETF.  

(6)  Unless the ETF is a newly established ETF, 
under the sub-heading “Investment mix 
[date]” include at least one, and up to two, 
charts or tables that illustrate the investment 
mix of the ETF's investment portfolio. 

(7)  For a newly established ETF, state the 
following under the sub-headings “Top 10 
investments [date]” and “Investment mix 
[date]”: 
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This information is not available because 
this ETF is new.  

INSTRUCTIONS: 

(1)  Include in the information under “What 
does this ETF invest in?” a description of 
what the ETF primarily invests in, or 
intends to primarily invest in, or that its 
name implies that it will primarily invest in, 
such as 

(a)  particular types of issuers, such as 
foreign issuers, small capitalization 
issuers or issuers located in 
emerging market countries; 

(b)  particular geographic locations or 
industry segments; or 

(c)  portfolio assets other than 
securities. 

(2) Include a particular investment strategy 
only if it is an essential aspect of the ETF, 
as evidenced by the name of the ETF or 
the manner in which the ETF is marketed. 

(3)  If an ETF’s stated objective is to invest 
primarily in Canadian securities, specify the 
maximum exposure to investments in 
foreign markets. 

(3.1)  The alternative mutual fund’s aggregate 
exposure to sources of leverage must be 
expressed as a percentage calculated in 
accordance with section 2.9.1 of NI 81-102. 

(4)  The information under “Top 10 
investments” and “Investment mix” is 
intended to give a snapshot of the 
composition of the ETF’s investment 
portfolio. The information required to be 
disclosed under these sub-headings must 
be as at a date within 60 days before the 
date of the ETF facts document. The date 
shown must be the same as the one used 
in Item 2 for the total value of the ETF. 

(5)  If the ETF owns more than one class of 
securities of an issuer, those classes 
should be aggregated for the purposes of 
this Item, however, debt and equity 
securities of an issuer must not be 
aggregated. 

(6)  Portfolio assets other than securities 
should be aggregated if they have 
substantially similar investment risks and 
profiles. For instance, gold certificates 
should be aggregated, even if they are 
issued by different financial institutions. 

(7)  Treat cash and cash equivalents as one 
separate discrete category. 

(8)  In determining its holdings for purposes of 
the disclosure required by this Item, an 

ETF must, for each long position in a 
derivative that is held by the ETF for 
purposes other than hedging and for each 
index participation unit held by the ETF, 
consider that it holds directly the underlying 
interest of that derivative or its 
proportionate share of the securities held 
by the issuer of the index participation unit. 

(9)  If an ETF invests substantially all of its 
assets directly or indirectly (through the use 
of derivatives) in securities of one other 
mutual fund, list the 10 largest holdings of 
the other mutual fund and show the 
percentage of the other mutual fund’s net 
asset value represented by the top 10 
positions. If the ETF is not able to disclose 
this information as at a date within 60 days 
before the date of the ETF facts document, 
the ETF must include this information as 
disclosed by the other mutual fund in the 
other mutual fund’s most recently filed ETF 
facts document or fund facts document, or 
its most recently filed management report 
of fund performance, whichever is most 
recent. 

(10)  Indicate whether any of the ETF’s top 10 
positions are short positions. 

(11)  Each investment mix chart or table must 
show a breakdown of the ETF’s investment 
portfolio into appropriate subgroups and 
the percentage of the aggregate net asset 
value of the ETF constituted by each 
subgroup. The names of the subgroups are 
not prescribed and can include security 
type, industry segment or geographic 
location. The ETF should use the most 
appropriate categories given the nature of 
the ETF. The choices made must be 
consistent with disclosure provided under 
“Summary of Investment Portfolio” in the 
ETF’s management report of fund 
performance. 

(12)  In presenting the investment mix of the 
ETF, consider the most effective way of 
conveying the information to investors. All 
tables or charts must be clear and legible. 

(13)  For new ETFs where the information 
required to be disclosed under “Top 10 
investments” and “Investment mix” is not 
available, include the required sub-
headings and provide a brief statement 
explaining why the required information is 
not available. 

Item 4 - Risks  

(1) Under the heading “How risky is it?”, state 
the following:  

The value of the ETF can go down as well 
as up. You could lose money. 
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One way to gauge risk is to look at how 
much an ETF’s returns change over time. 
This is called “volatility”. 

In general, ETFs with higher volatility will 
have returns that change more over time. 
They typically have a greater chance of 
losing money and may have a greater 
chance of higher returns. ETFs with lower 
volatility tend to have returns that change 
less over time. They typically have lower 
returns and may have a lower chance of 
losing money.  

(2)  Under the sub-heading “Risk rating”, 

(a)  using the investment risk 
classification methodology 
prescribed by Appendix 
F - Investment Risk Classification 
Methodology to National Instrument 
81-102 Investment Funds, identify 
the ETF’s investment risk level on 
the following risk scale: 

Low Low to 
medium 

Medium Medium 
to high 

High 

 

(b)  unless the ETF is a newly 
established ETF, include an 
introduction to the risk scale which 
states the following: 

[Insert name of the manager of the 
ETF] has rated the volatility of this 
ETF as [insert investment risk level 
identified in paragraph (a) in bold 
type]. 

This rating is based on how much the 
ETF’s returns have changed from 
year to year. It doesn’t tell you how 
volatile the ETF will be in the future. 
The rating can change over time. An 
ETF with a low risk rating can still 
lose money. 

(c)  for a newly established ETF, include 
an introduction to the risk scale 
which states the following: 

[Insert name of the manager of the 
ETF] has rated the volatility of this 
ETF as [insert investment risk level 
identified in paragraph (a) in bold 
type]. 

Because this is a new ETF, the risk 
rating is only an estimate by [insert 
name of the manager of the ETF].  
Generally, the rating is based on how 
much the ETF’s returns have 
changed from year to year. It doesn’t 
tell you how volatile the ETF will be 
in the future. The rating can change 

over time. An ETF with a low risk 
rating can still lose money. 

(d)  following the risk scale, state using 
wording substantially similar to the 
following:  

For more information about the risk 
rating and specific risks that can 
affect the ETF’s returns, see the 
[insert cross-reference to the 
appropriate section of the ETF’s final 
prospectus] section of the ETF’s 
prospectus. 

(3)  If the ETF does not have any guarantee or 
insurance, under the sub-heading “No 
guarantees”, state using wording 
substantially similar to the following: 

ETFs do not have any guarantees. You may 
not get back the amount of money you 
invest. 

(4)  If the ETF has an insurance or guarantee 
feature protecting all or some of the 
principal amount of an investment in the 
ETF, under the sub-heading “Guarantees”: 

(a)  identify the person or company 
providing the guarantee or insurance; 
and 

(b)  provide a brief description of the 
material terms of the guarantee or 
insurance, including the maturity date 
of the guarantee or insurance. 

INSTRUCTIONS: 

Based upon the investment risk classification 
methodology prescribed by Appendix 
F - Investment Risk Classification Methodology to 
National Instrument 81-102 Investment Funds, as 
at the end of the period that ends within 60 days 
before the date of the ETF facts document, 
identify where the ETF fits on the continuum of 
investment risk levels by showing the full 
investment risk scale and highlighting the 
applicable category on the scale. Consideration 
should be given to ensure that the highlighted 
investment risk rating is easily identifiable. 

Item 5 - Past Performance 

(1)  Unless the ETF is a newly established ETF, 
under the heading “How has the ETF 
performed?”, include an introduction using 
wording substantially similar to the 
following: 

This section tells you how [name of 
class/series of securities described in the 
ETF facts document] [units/shares] of the 
ETF have performed over the past [insert 
number of calendar years shown in the bar 
chart required under paragraph (3)(a)] 
years.  Returns [add a footnote stating: 
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Returns are calculated using the ETF’s net 
asset value (NAV).] after expenses have 
been deducted. These expenses reduce the 
ETF’s returns.  (For an ETF that replicates 
an index, state: This means that the ETF’s 
returns may not match the returns of the 
[index/benchmark].) 

(2)  For a newly established ETF, under the 
heading “How has the ETF performed?”, 
include an introduction using the following 
wording: 

This section tells you how [name of 
class/series of securities described in the 
ETF facts document] [units/shares] of the 
ETF have performed, with returns 
calculated using the ETF’s net asset value 
(NAV).  However, this information is not 
available because the ETF is new.   

(3)  Under the sub-heading “Year-by-year 
returns”, 

(a)  for an ETF that has completed at 
least one calendar year: 

(i)  provide a bar chart that shows 
the annual total return of the 
ETF, in chronological order 
with the most recent year on 
the right of the bar chart, for 
the lesser of 

(A)  each of the 10 most 
recently completed 
calendar years, and  

(B)  each of the completed 
calendar years in which 
the ETF has been in 
existence and for which 
the ETF was a 
reporting issuer; and 

(ii)  include an introduction to the 
bar chart using wording 
substantially similar to the 
following: 

This chart shows how [name of class/series 
of securities described in the ETF facts 
document] [units/shares] of the ETF 
performed in each of the past [insert 
number of calendar years shown in the bar 
chart required under paragraph (a)]. The 
ETF dropped in value in [for the particular 
years shown in the bar chart required under 
paragraph (a), insert the number of years in 
which the value of the ETF dropped] of the 
[insert number of calendar years shown in 
the bar chart required in paragraph (a)(i)] 
years. The range of returns and change 
from year to year can help you assess how 
risky the ETF has been in the past. It does 

not tell you how the ETF will perform in the 
future. 

(b)  for an ETF that has not yet 
completed a calendar year, state the 
following: 

This section tells you how [name of 
class/series of securities described in the 
ETF facts document] [units/shares] of the 
ETF have performed in past calendar years.  
However, this information is not available 
because the ETF has not yet completed a 
calendar year. 

(c)  for a newly established ETF, state 
the following: 

This section tells you how [name of 
class/series of securities described in the 
ETF facts document] [units/shares] of the 
ETF have performed in past calendar years.  
However, this information is not available 
because the ETF is new. 

(4)  Under the sub-heading “Best and worst 3-
month returns”, 

(a)  for an ETF that has completed at 
least one calendar year: 

(i)  provide information for the 
period covered in the bar chart 
required under paragraph 
(3)(a) in the form of the 
following table: 

Return 3 months 
ending 

If you invested 
$1,000 at the 
beginning of 
the period 

Best 
return 

(see 
instruction 
7) 

(see 
instruction 9) 

Your investment 
would [rise/drop] 
to (see 
instruction 11). 

Worst 
return 

(see 
instruction 
8) 

(see 
instruction 
10) 

Your investment 
would [rise/drop] 
to (see 
instruction 12). 

 

(ii)  include an introduction to the 
table using wording 
substantially similar to the 
following: 

This table shows the best and 
worst returns for the [name of 
class/series of securities 
described in the ETF facts 
document] [units/shares] of 
the ETF in a 3-month period 
over the past [insert number of 
calendar years shown in the 
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bar chart required under 
paragraph (3)(a)]. The best 
and worst 3-month returns 
could be higher or lower in the 
future.  Consider how much of 
a loss you could afford to take 
in a short period of time. 

(b)  for an ETF that has not yet 
completed a calendar year, state the 
following: 

This section shows the best and 
worst returns for the [name of 
class/series of securities described in 
the ETF facts document] 
[units/shares] of the ETF in a 3-
month period.  However, this 
information is not available because 
the ETF has not yet completed a 
calendar year. 

(c)  for a newly established ETF, state 
the following: 

This section shows the best and 
worst returns for the [name of 
class/series of securities described in 
the ETF facts document] 
[units/shares] of the ETF in a 3-
month period.  However, this 
information is not available because 
the ETF is new. 

(5)  Under the sub-heading “Average return”, 

(a)  for an ETF that has completed at 
least 12 consecutive months, show 
the following: 

(i)  the final value of a 
hypothetical $1,000 
investment in the ETF as at 
the end of the period that ends 
within 60 days before the date 
of the ETF facts document 
and consists of the lesser of 

(A)  10 years, or 

(B)  the time since inception 
of the ETF;  and 

(ii)  the annual compounded rate 
of return that equates the 
hypothetical $1,000 
investment to the final value. 

(b)  for an ETF that has not yet 
completed 12 consecutive months, 
state the following: 

This section shows the value and 
annual compounded rate of return of 
a hypothetical $1,000 investment in 
[name of class/series of securities 
described in the ETF facts document] 
[units/shares] of the ETF.  However, 
this information is not available 

because the ETF has not yet 
completed 12 consecutive months. 

(c)  for a newly established ETF, state 
the following: 

This section shows the value and 
annual compounded rate of return of 
a hypothetical $1,000 investment in 
[name of class/series of securities 
described in the ETF facts document] 
[units/shares] of the ETF.  However, 
this information is not available 
because the ETF is new. 

INSTRUCTIONS: 

(1)  In responding to the requirements of this 
Item, an ETF must comply with the relevant 
sections of Part 15 of National Instrument 
81-102 Investment Funds as if those 
sections applied to an ETF facts document. 

(2)  Use a linear scale for each axis of the bar 
chart required by this Item. 

(3)  The x-axis and y-axis for the bar chart 
required by this Item must intersect at zero.  

(4)  An ETF that distributes different classes or 
series of securities that are referable to the 
same portfolio of assets must show 
performance data related only to the 
specific class or series of securities being 
described in the ETF facts document. 

(5)  The dollar amounts shown under this Item 
may be rounded up to the nearest dollar. 

(6)  The percentage amounts shown under this 
Item may be rounded to one decimal place. 

(7)  Show the best rolling 3-month return as at 
the end of the period that ends within 60 
days before the date of the ETF facts 
document. 

(8)  Show the worst rolling 3-month return as at 
the end of the period that ends within 60 
days before the date of the ETF facts 
document. 

(9)  Insert the end date for the best 3-month 
return period. 

(10)  Insert the end date for the worst 3-month 
return period. 

(11)  Insert the final value that would equate with 
a hypothetical $1,000 investment for the 
best 3-month return period shown in the 
table. 

(12)  Insert the final value that would equate with 
a hypothetical $1,000 investment for the 
worst 3-month return period shown in the 
table. 
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Item 6 - Trading ETFs 

Under the sub-heading “Trading ETFs”, state the 
following: 

ETFs hold a basket of investments, like mutual 
funds, but trade on exchanges like stocks. Here are 
a few things to keep in mind when trading ETFs:  

Pricing [in bold type] 

ETFs have two sets of prices: market price and net 
asset value (NAV). 

Market price 

ETFs are bought and sold on exchanges at the 
market price. The market price can change 
throughout the trading day. Factors like supply, 
demand, and changes in the value of an ETF’s 
investments can affect the market price.  

You can get price quotes any time during the trading 
day. Quotes have two parts: bid and ask.  

The bid is the highest price a buyer is willing to pay 
if you want to sell your ETF [units/shares]. The ask 
is the lowest price a seller is willing to accept if you 
want to buy ETF [units/shares]. The difference 
between the two is called the “bid-ask spread”.  

In general, a smaller bid-ask spread means the ETF 
is more liquid. That means you are more likely to get 
the price you expect. 

Net asset value (NAV) 

Like mutual funds, ETFs have a NAV. It is 
calculated after the close of each trading day and 
reflects the value of an ETF’s investments at that 
point in time.  

NAV is used to calculate financial information for 
reporting purposes - like the returns shown in this 
document.  

Orders [in bold type] 

There are two main options for placing trades: 
market orders and limit orders. A market order lets 
you buy or sell [units/shares] at the current market 
price. A limit order lets you set the price at which 
you are willing to buy or sell [units/shares]. 

Timing [in bold type] 

In general, market prices of ETFs can be more 
volatile around the start and end of the trading day. 
Consider using a limit order or placing a trade at 
another time during the trading day. 

Item 7 - Suitability 

Provide a brief statement of the suitability of the 
ETF for particular investors under the heading 
“Who is this ETF for?”. Describe the characteristics 
of the investor for whom the ETF may or may not 
be an appropriate investment, and the portfolios for 
which the ETF is and is not suited. 

INSTRUCTIONS: 

(1)  If the ETF is particularly unsuitable for certain 
types of investors or for certain types of 
investment portfolios, emphasize this aspect of 
the ETF. Disclose both the types of investors 
who should not invest in the ETF, with regard to 
investments on both a short- and long-term 
basis, and the types of portfolios that should not 
invest in the ETF. If the ETF is particularly 
suitable for investors who have particular 
investment objectives, this can also be 
disclosed. 

(2)  If there is textbox disclosure on the cover page 
pursuant to Item 1(g) of Part I of this form, the 
brief statement of the suitability of the ETF in 
Item 8 of Part I of this form must be consistent 
with any suitability disclosure in the textbox. 

Item 8 - Impact of Income Taxes on Investor Returns 

Under the heading “A word about tax”, provide a 
brief explanation of the income tax consequences 
for investors using wording substantially similar to 
the following: 

In general, you’ll have to pay income tax on 
any money you make on an ETF. How much 
you pay depends on the tax laws where you 
live and whether or not you hold the ETF in a 
registered plan such as a Registered 
Retirement Savings Plan, or a Tax-Free 
Savings Account. 

Keep in mind that if you hold your ETF in a 
non-registered account, distributions from the 
ETF are included in your taxable income, 
whether you get them in cash or have them 
reinvested. 

PART II - COSTS, RIGHTS AND OTHER 
INFORMATION 

Item 1 - Costs of Buying, Owning and Selling the ETF 

1.1 Introduction 

Under the heading “How much does it cost?”, state 
the following:  

This section shows the fees and expenses you 
could pay to buy, own and sell [name of the 
class/series of securities described in the ETF 
facts document] [units/shares] of the ETF.  
Fees and expenses - including trailing 
commissions - can vary among ETFs. Higher 
commissions can influence representatives to 
recommend one investment over another. Ask 
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about other ETFs and investments that may be 
suitable for you at a lower cost. 

1.2 Brokerage commissions 

Under the sub-heading “Brokerage commissions”, 
provide a brief statement using wording 
substantially similar to the following:  

You may have to pay a commission every time 
you buy and sell [units/shares] of the ETF. 
Commissions may vary by brokerage firm. 
Some brokerage firms may offer commission-
free ETFs or require a minimum purchase 
amount. 

1.3 ETF expenses 

(1)   Under the sub-heading “ETF expenses”, 
include an introduction using wording 
similar to the following:  

You don’t pay these expenses directly. 
They affect you because they reduce the 
ETF’s returns. 

(2)   Unless the ETF has not yet filed a 
management report of fund performance, 
provide information about the expenses of 
the ETF in the form of the following table: 

 Annual rate  
(as a % of the ETF’s 
value) 

Management expense ratio 
(MER) 

This is the total of the ETF’s 
management fee and 
operating expenses.  

(If the ETF pays a trailing 
commission, state the 
following: “This is the total of 
the ETF’s management fee 
(which includes the trailing 
commission) and operating 
expenses.”) 

(see instruction 1)  

(see instruction 2) 

Trading expense ratio (TER) 

These are the ETF’s trading 
costs. 

(see instruction 3) 

ETF expenses (see instruction 4) 

 

(3)   Unless the ETF has not yet filed a 
management report of fund performance, 
above the table required under subsection 
(2), include a statement using wording 
similar to the following:  

As of [see instruction 5], the ETF’s 
expenses were [insert amount included in 

table required under subsection (2)]% of its 
value. This equals $[see instruction 6] for 
every $1,000 invested. 

(4)   For an ETF that has not yet filed a 
management report of fund performance, 
state the following: 

The ETF’s expenses are made up of the 
management fee, operating expenses and 
trading costs. The [class’/series’/ETF’s] 
annual management fee is [see instruction 
7]% of the [class’/series’/ETF’s] value. As 
this [class/series/ETF] is new, operating 
expenses and trading costs are not yet 
available.  

(5)   If the ETF pays an incentive fee that is 
determined by the performance of the ETF, 
provide a brief statement disclosing the 
amount of the fee and the circumstances in 
which the ETF will pay it. 

(6)  Under the sub-heading “Trailing 
commission”, include a description using 
wording substantially similar to the 
following: 

The trailing commission is an ongoing 
commission. It is paid for as long as you 
own the ETF. It is for the services and 
advice that your representative and their 
firm provide to you.  

(7)  If the manager of the ETF or another 
member of the ETF’s organization does not 
pay trailing commissions, include a 
description using wording substantially 
similar to the following: 

This ETF doesn’t have a trailing 
commission. 

(8)   If the manager of the ETF or another 
member of the ETF’s organization pays 
trailing commissions, disclose the range of 
the rates of the trailing commission after 
providing a description using wording 
substantially similar to the following: 

[Insert name of the manager of the ETF] 
pays the trailing commission to your 
representative’s firm. It is paid from the 
ETF’s management fee and is based on the 
value of your investment.  

(9)   If the manager of the ETF or another 
member of the ETF’s organization pays 
trailing commissions for the class or series 
of securities of the ETF described in the 
ETF facts document but does not pay 
trailing commissions for another class or 
series of securities of the same ETF, state 
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using wording substantially similar to the 
following:  

This ETF also offers a [class/series] of 
[units/shares] that does not have a trailing 
commission.  Ask your representative for 
details. 

INSTRUCTIONS: 

(1)  If any fees or expenses otherwise payable 
by the ETF were waived or otherwise 
absorbed by a member of the organization 
of the ETF, despite subsection 15.1(2) of 
National Instrument 81-106 Investment 
Fund Continuous Disclosure, only include a 
statement in substantially the following 
words:  

[Insert name of the manager of the ETF] 
waived some of the ETF’s expenses. If it 
had not done so, the MER would have 
been higher. 

(2) Use the same MER that is disclosed in 
Item 2 of Part I of this Form.  If applicable, 
include a reference to any fixed 
administration fees in the management 
expense ratio description required in the 
table under Item 1.3(2) of Part II of this 
Form.  

(3)  Use the trading expense ratio disclosed in 
the most recently filed management report 
of fund performance for the ETF. 

(4)   The amount included for ETF expenses is 
the amount arrived at by adding the MER 
and the trading expense ratio. Use a bold 
font or other formatting to indicate that ETF 
expenses is the total of all ongoing 
expenses set out in the chart and is not a 
separate expense charged to the ETF. 

(5)   Insert the date of the most recently filed 
management report of fund performance. 

(6)   Insert the equivalent dollar amount of the 
ongoing expenses of the ETF for each 
$1,000 investment. 

(7)   The percentage disclosed for the 
management fee must correspond to the 
percentage shown in the fee table in the 
final prospectus. 

(8)   For an ETF that is required to include the 
disclosure under subsection (4), in the 
description of the items that make up ETF 
fees, include a reference to any fixed 
administrative fees, if applicable. Also 
disclose the amount of the fixed 
administration fee in the same manner as 
required for the management fee. The 

percentage disclosed for the fixed 
administration fee must correspond to the 
percentage shown in the fee table in the 
final prospectus. 

(9)   In disclosing the range of rates of trailing 
commissions, show both the percentage 
amount and the equivalent dollar amount 
for each $1,000 investment. 

1.4 Other Fees 

(1)   If applicable, provide the sub-heading 
“Other Fees”. 

(2)   Provide information about the amount of 
fees payable by an investor when they buy, 
hold, sell or switch units or shares of the 
ETF, substantially in the form of the 
following table: 

Fee What you pay 

Redemption Fee [Insert name of the 
manager of the ETF] may 
charge you up to [see 
instruction 1]% of the value 
of your [units/shares] you 
redeem or exchange 
directly from [insert name of 
the manager of the ETF]. 

(see instruction 1) 

Other fees [specify 
type] 

[specify amount] 

(see instructions 2 and 3) 

 

INSTRUCTIONS: 

(1)  The percentage disclosed for the 
redemption fee must correspond to the 
percentage shown in the final prospectus. 

(2)  Under this Item, it is necessary to include 
only those fees that apply to the particular 
class or series of securities of the ETF. 
Examples include management fees and 
administration fees payable directly by 
investors, and switch fees. This also 
includes any requirement for an investor to 
participate in a fee-based arrangement with 
their dealer in order to be eligible to 
purchase the particular class or series of 
securities of the ETF.  If there are no other 
fees associated with buying, holding, 
selling or switching units or shares of the 
ETF, replace the table with a statement to 
that effect. 

(3)  Provide a brief description of each fee 
disclosing the amount to be paid as a 
percentage (or, if applicable, a fixed dollar 
amount) and state who charges the fee. If 
the amount of the fee varies so that specific 
disclosure of the amount of the fee cannot 
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be disclosed include, where possible, the 
highest possible rate or range for that fee. 

Item 2 - Statement of Rights 

Under the heading “What if I change my mind?”, 
state using wording substantially similar to the 
following: 

Under securities law in some provinces and 
territories, you have the right to cancel your 
purchase within 48 hours after you receive 
confirmation of the purchase. 

In some provinces and territories, you also 
have the right to cancel a purchase, or in some 
jurisdictions, claim damages, if the prospectus, 
ETF Facts or financial statements contain a 
misrepresentation. You must act within the 
time limit set by the securities law in your 
province or territory. 

For more information, see the securities law of 
your province or territory or ask a lawyer.  

Item 3 - More Information about the ETF 

(1)   Under the heading “For more information”, 
state using wording substantially similar to 
the following: 

Contact [insert name of the manager of the 
ETF] or your representative for a copy of 
the ETF’s prospectus and other disclosure 
documents. These documents and the ETF 
Facts make up the ETF’s legal documents. 

(2)   State the name, address and toll-free 
telephone number of the manager of the 
ETF. If applicable, also state the e-mail 
address and website of the manager of the 
ETF.



Companion Policy 41-101CP 

 

- 1 - 

COMPANION POLICY 41-101CP 
TO NATIONAL INSTRUMENT 41-101 

GENERAL PROSPECTUS REQUIREMENTS 

TABLE OF CONTENTS

PART TITLE 

PART 1 - INTRODUCTION, INTERRELATIONSHIP 
WITH SECURITIES LEGISLATION, AND 
DEFINITIONS 

1.1 Introduction and purpose 
1.2 Interrelationship with other securities 

legislation 
1.3 Definitions 

PART 2 - GENERAL REQUIREMENTS 

2.1 Experience of officers and directors 
2.2  Role of underwriter 
2.2.1 Minimum offering amount 
2.3 Indirect distributions 
2.4 Over-allocation [Not Reproduced] 
2.5 Distribution of securities under a 

prospectus to an underwriter [Not 
Reproduced] 

2.6 Certificates 
2.7  Promoters of issuers of asset-backed 

securities 
2.8 Special warrants [Not Reproduced] 
2.9 Offerings of convertible, exchangeable 

or exercisable securities [Not 
Reproduced] 

2.10 Lapse date 
2.11 Rights offerings [Not Reproduced] 

PART 3 - FILING AND RECEIPTING REQUIREMENTS 

3.1 Extension of 90-day period for issuance 
of final receipt 

3.2 Confidential material change reports 
3.3 Supporting documents 
3.4 Consents of lawyers 
3.5 Documents affecting the rights of 

securityholders 
3.5.1 Personal information forms 
3.6 Material contracts 
3.7 Response letters and marked up copies 
3.8 Undertaking in respect of credit 

supporter disclosure, including financial 
statements 

3.9 Disclosure of investigations or 
proceedings 

3.10 Amendments 
3.11 Reduced price distributions 
3.12 Licences, registrations and approvals 
3.13 Registration requirements 

PART 4 - GENERAL CONTENT OF LONG FORM 
PROSPECTUS 

4.1 Style of long form prospectus 
4.1.1 Plan summary for a scholarship plan 
4.2 Pricing disclosure [Not Reproduced] 
4.3 Principal purposes - generally [Not 

Reproduced] 
4.4 MD&A [Not Reproduced] 

4.5 Distribution of asset-backed securities 
[Not Reproduced] 

4.6 Distribution of derivatives and 
underlying securities [Not Reproduced] 

4.7 Restricted securities [Not Reproduced] 
4.8 Credit supporter disclosure [Not 

Reproduced] 
4.9 Exemptions for certain issues of 

guaranteed securities [Not Reproduced] 
4.10 Previously disclosed material forward-

looking information 

PART 5 - CONTENT OF LONG FORM PROSPECTUS 
(FINANCIAL STATEMENTS) 

5.1 Exemptions from financial disclosure 
requirements 

5.1.1 Presentation of Financial Results 
5.2 General financial statement 

requirements 
5.3 Interpretation of issuer - primary 

business [Not Reproduced] 
5.4 Interpretation of issuer - predecessor 

entity [Not Reproduced] 
5.5 Sufficiency of financial history included 

in a long form prospectus [Not 
Reproduced] 

5.6 Applications for exemption from 
requirement to include financial 
statements of the issuer [Not 
Reproduced] 

5.7 Additional information 
5.8 Audit and review of financial statements 

included or incorporated by reference 
into a long form prospectus 

5.9 Financial statement disclosure for 
significant acquisitions [Not 
Reproduced] 

5.10 Financial statements for acquisitions of 
a predecessor entity, a business or 
businesses acquired by reporting and 
non-reporting issuers [Not Reproduced] 

PART 5A - ETF FACTS DOCUMENTS FOR ETFS 

5A.1 General purpose 
5A.2 Plain language and presentation 
5A.3 Filing 
5A.4 Website 
5A.5 Delivery 

PART 5B - EXEMPTIVE RELIEF TO FILE 
PROSPECTUS PREPARED IN 
ACCORDANCE WITH FORM 81-101F1 

5B.1 Previous Form Exemptions 



Companion Policy 41-101CP 

 

- 2 - 

PART 6 - ADVERTISING OR MARKETING ACTIVITIES 
IN CONNECTION WITH PROSPECTUS 
OFFERINGS OF ISSUERS OTHER THAN 
INVESTMENT FUNDS [NOT REPRODUCED] 

PART 6A - ADVERTISING AND MARKETING IN 
CONNECTION WITH PROSPECTUS 
OFFERINGS OF INVESTMENT FUNDS 

6A.1 Application 
6A.2 Scope 
6A.3 The prospectus requirement 
6A.4 Advertising or marketing activities 
6A.5 Pre-marketing and solicitation of 

expressions of interest 
6A.6 Advertising or marketing activities 

during the waiting period 
6A.7 Green Sheets 
6A.8 Advertising or marketing activities 

following the issuance of a receipt for a 
final prospectus 

6A.9 Sanctions and enforcement 
6A.10 Media reports and coverage 
6A.11 Disclosure practices 
6A.12 Misleading or untrue statements 

PART 7 - TRANSITION 

7.1 Transition - Application of Amendments 

APPENDIX A - FINANCIAL STATEMENT 
DISCLOSURE REQUIREMENTS FOR 
SIGNIFICANT ACQUISITIONS [NOT 
REPRODUCED] 

APPENDIX B - SAMPLE ETF FACTS DOCUMENT 

 



Companion Policy 41-101CP 

 

- 3 - 

COMPANION POLICY 41-101CP TO 
NATIONAL INSTRUMENT 41-101 

GENERAL PROSPECTUS REQUIREMENTS 

PART 1 - INTRODUCTION, INTERRELATIONSHIP 
WITH SECURITIES LEGISLATION, AND 
DEFINITIONS 

1.1 Introduction and purpose 

This Policy describes how the provincial and 
territorial securities regulatory authorities (or “we”) 
intend to interpret or apply the provisions of the 
Instrument. Some terms used in this Policy are 
defined or interpreted in the Instrument, NI 14-101, 
or a definition instrument in force in the jurisdiction. 

1.2 Interrelationship with other securities 
legislation 

This Policy 

(1) The Instrument applies to any prospectus 
filed under securities legislation and any 
distribution of securities subject to the 
prospectus requirement, other than a 
prospectus filed under NI 81-101 or a 
distribution of securities under such a 
prospectus, or unless otherwise stated. 
Parts of this Policy may not apply to all 
issuers. 

Local securities legislation 

(2) The Instrument, while being the primary 
instrument regulating prospectus 
distributions, is not exhaustive. Issuers 
should refer to the implementing law of the 
jurisdictions and other securities legislation 
of the local jurisdiction for additional 
requirements that may apply to the issuer’s 
prospectus distribution. 

Continuous disclosure (NI 51-102 and NI 81-106) 

(3) NI 51-102, NI 81-106 and other securities 
legislation imposes ongoing disclosure and 
filing obligations on reporting issuers. The 
regulator may consider issues raised in the 
context of a continuous disclosure review 
when determining whether it is in the public 
interest to refuse to issue a receipt for a 
prospectus. Consequently, unresolved 
issues may delay or prevent the issuance of 
a receipt. 

Reporting issuers are generally required to 
file periodic and timely disclosure 
documents under applicable securities 
legislation. Reporting issuers may also be 
required to file periodic and timely 
disclosure documents pursuant to an order 
issued by the securities regulatory authority 
or an undertaking to the securities 
regulatory authority. Failure to comply with 
any requirement to file periodic and timely 
disclosure documents could cause the 

regulator to refuse a receipt for the 
prospectus. 

Short form prospectus distributions (NI 44-101) [Not 
Reproduced] 

Shelf distributions (NI 44-102) [Not Reproduced] 

PREP procedures (NI 44-103) [Not Reproduced] 

Process for prospectus reviews in multiple 
jurisdictions (NP 11-202) 

(7) National Policy 11-202 Process for 
Prospectus Reviews in Multiple 
Jurisdictions (“NP 11-202”) describes the 
process for filing and review of 
prospectuses, including investment fund 
and shelf prospectuses, amendments to 
prospectuses and related materials in 
multiple jurisdictions. NP 11-202 represents 
the means by which an issuer can enjoy the 
benefits of co-ordinated review by the 
securities regulatory authorities in the 
various jurisdictions in which the issuer has 
filed a prospectus. Under NP 11-202, one 
securities regulatory authority acts as the 
principal regulator for all materials relating 
to a filer. 

1.3 Definitions 

Asset-backed security 

(1) The definition of “asset-backed security” is 
the same definition used in NI 51-102. 

The definition is designed to be flexible to 
accommodate future developments in 
asset-backed securities. For example, it 
does not include a list of “eligible” assets 
that can be securitized. Instead, the 
definition is broad, referring to “receivables 
or other financial assets” that by their terms 
convert into cash within a finite time period. 
These would include, among other things, 
notes, leases, instalment contracts and 
interest rate swaps, as well as other 
financial assets, such as loans, credit card 
receivables, accounts receivable and 
franchise or servicing arrangements. The 
reference to “and any rights or other 
assets...” in the definition is sufficiently 
broad to include “ancillary” or “incidental” 
assets, such as guarantees, letters of credit, 
financial insurance or other instruments 
provided as a credit enhancement for the 
securities of the issuer or which support the 
underlying assets in the pool, as well as 
cash arising upon collection of the 
underlying assets that may be reinvested in 
short-term debt obligations. 

The term, a “discrete pool” of assets, can 
refer to a single group of assets as a “pool” 
or to multiple groups of assets as a “pool”. 
For example, a group or pool of credit card 
receivables and a pool of mortgage 
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receivables can, together, constitute a 
“discrete pool” of assets. The reference to a 
“discrete pool” of assets is qualified by the 
phrase “fixed or revolving” to clarify that the 
definition covers “revolving” credit 
arrangements, such as credit card and 
short-term trade receivables, where 
balances owing revolve due to periodic 
payments and write-offs. 

While typically a pool of securitized assets 
will consist of financial assets owed by more 
than one obligor, the definition does not 
currently include a limit on the percentage 
of the pool of securitized assets that can be 
represented by one or more financial assets 
owing by the same or related obligors 
(sometimes referred to as an “asset 
concentration test”). 

Business day 

(2) Section 1.1 of the Instrument defines 
business day as any day other than a 
Saturday, Sunday or a statutory holiday. In 
some cases, a statutory holiday may only 
be a statutory holiday in one jurisdiction. 
The definition of business day should be 
applied in each local jurisdiction in which a 
prospectus is being filed. For example, 
subsection 2.3(2) of the Instrument states 
that an issuer must not file a prospectus 
more than three business days after the 
date of the prospectus. A prospectus is 
dated Day 1. Day 2 is a statutory holiday in 
Québec but not in Alberta. If the prospectus 
is filed in both Alberta and Québec, it must 
be filed no later than Day 4, despite the fact 
that Day 2 was not a business day in 
Québec. If the prospectus is filed only in 
Québec, it could be filed on Day 5. 

Accounting terms 

(3) The Instrument uses accounting terms that 
are defined or used in Canadian GAAP 
applicable to publicly accountable 
enterprises. In certain cases, some of those 
terms are defined differently in securities 
legislation. In deciding which meaning 
applies, you should consider that NI 14-101 
provides that a term used in the Instrument 
and defined in the securities statute of a 
local jurisdiction has the meaning given to it 
in the statute unless: (a) the definition in 
that statute is restricted to a specific portion 
of the statute that does not govern 
prospectuses; or (b) the context otherwise 
requires. 

Acceptable accounting principles other than 
Canadian GAAP applicable to publicly accountable 
enterprises 

(4) If an issuer is permitted under NI 52-107 to 
file financial statements in accordance with 

acceptable accounting principles other than 
Canadian GAAP applicable to publicly 
accountable enterprises, then the issuer 
may interpret any reference in the 
Instrument to a term or provision defined or 
used in Canadian GAAP applicable to 
publicly accountable enterprises as a 
reference to the corresponding term or 
provision in the other acceptable accounting 
principles. 

Financial statements prepared in accordance with 
different accounting principles 

(5) Issuers intending to include financial 
statements that are prepared in accordance 
with different accounting principles should 
consider the guidance in section 2.8 of 
Companion Policy 52-107CP Acceptable 
Accounting Principles and Auditing 
Standards. 

Rate-regulated activities 

(6) If a qualifying entity is relying on the 
exemption in paragraph 5.4(1)(a) of 
NI 52-107, then the qualifying entity may 
interpret any reference in the Instrument to 
a term or provision defined or used in 
Canadian GAAP applicable to publicly 
accountable enterprises as a reference to 
the corresponding term or provision in 
Part V of the Handbook. 

PART 2 - GENERAL REQUIREMENTS 

2.1 Experience of officers and directors 

Securities legislation requires that a securities 
regulatory authority or regulator refuse to issue a 
receipt for a prospectus if it appears that the 
proceeds received from the sale of securities to be 
paid to the treasury of the issuer, together with 
other resources of the issuer, will be insufficient to 
accomplish the purposes stated in the prospectus. 
In addition to financial resources, resources 
include people. If a sufficient number of the 
directors and officers of the issuer do not have 
relevant knowledge and experience, the securities 
regulatory authority or regulator may conclude that 
the human and other resources are insufficient to 
accomplish these purposes. If the requisite 
knowledge and experience are not possessed by 
the directors and officers, a securities regulatory 
authority or regulator may be satisfied that the 
human and other resources are sufficient if it is 
shown that the issuer has contracted to obtain the 
knowledge and experience from others. 

2.2  Role of underwriter 

The due diligence investigation undertaken by an 
underwriter in relation to the business of the issuer 
often results in enhanced quality of disclosure in 
the prospectus. In addition, an underwriter typically 
provides valuable advice regarding the pricing and 
marketing of securities. For these reasons, we 
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strongly encourage underwriter participation in 
prospectus offerings, particularly where the 
offering is an initial public offering. 

2.2.1 Minimum offering amount 

If the distribution of securities is being done on a 
best efforts basis, an issuer will need to determine 
if a minimum offering is required for the issuer to 
achieve one or more of the stated purposes 
of the offering, as expressed in the “Use of 
Proceeds” section of the prospectus. If this is the 
case, the issuer will need to provide a minimum 
and maximum offering amount. Otherwise, the 
issuer is required to provide the cautionary 
statement prescribed in paragraph 1.4(3)(b) of 
Form 41-101F1. 

Although an issuer may determine that a minimum 
offering amount is not necessary for the 
prospectus offering, a regulator may reasonably 
infer that a minimum offering amount is 
appropriate in certain circumstances. This could 
occur, for example, if we have concerns that a 
minimum amount of proceeds must be raised in 
order for the issuer to achieve its stated objectives. 
Also, if we have concerns about an issuer 
continuing as a going concern, we may take the 
view that the issuer cannot achieve its stated 
objectives unless a minimum offering amount is 
raised. The imposition of a minimum offering 
amount by a regulator derives from the general 
responsibility of a regulator under securities laws 
to refuse a receipt for a prospectus if it appears 
that the aggregate of the proceeds from the sale of 
the securities under the prospectus and other 
resources of the issuer are insufficient to 
accomplish the purposes stated in the prospectus, 
or if it would not be in the public interest to issue a 
receipt. A benefit of the imposition of a minimum 
offering amount is that if the issuer fails to raise the 
minimum amount, investors benefit from an 
investor protection mechanism that facilitates the 
return of their subscription funds to them, if 
previously deposited. 

2.3 Indirect distributions 

Securities legislation prohibits a person from 
distributing a security unless a prospectus is filed 
and receipted or the distribution is exempt from the 
prospectus requirement. Securities legislation also 
prohibits a person from trading in a security where 
the trade would be a distribution of such security, 
unless a prospectus is filed and receipted or the 
distribution is exempt from the prospectus 
requirement. Securities legislation defines 
distribution as including a trade in a security that 
has not been previously issued, a trade out of a 
control block and any transaction or series of 
transactions involving a purchase and sale of or a 
repurchase and resale in the course of or 
incidental to a distribution. In Québec, the 
definition of “distribution” is broad enough to 
include these transactions. 

Occasionally, a prospectus is filed to qualify 
securities for sale to one purchaser or to a small 
group of related purchasers where it appears that 
the purchaser does not have a bona fide intention 
to invest in the securities but rather is acquiring the 
securities with a view to immediately reselling 
them in the secondary market. This can be the 
case where the purchaser is a lender to the issuer 
or where the securities are issued as consideration 
for the acquisition of assets. 

Where the offering and subsequent resale are in 
substance a single distribution, in order to comply 
with securities legislation, the distribution to the 
public purchasers should be made by way of 
prospectus in order that the subsequent 
purchasers have the benefit of prospectus 
disclosure and all the rights and remedies provided 
to prospectus purchasers under securities 
legislation. 

Considerations relevant to determining whether a 
distribution under a prospectus is only one 
transaction in a series of transactions in the course 
of or incidental to the ultimate distribution include: 

 the number of persons or companies who 
are likely to purchase securities in each 
transaction; 

 whether the purchasers’ traditional business 
is that of financing as opposed to investing; 

 whether a purchaser is likely to acquire more 
of a specified class of securities of the issuer 
than it is legally entitled to, or practically 
wishes to, hold (e.g., more than 10% of a 
class of equity securities where the 
purchaser wishes to avoid becoming an 
insider or 20% of a class of equity securities 
where the purchaser wishes to avoid 
becoming a control person); 

 the type of security distributed (e.g., loan 
repayment rights) and whether or not the 
security is convertible into publicly traded 
securities of the issuer; 

 whether the purchase price of the securities 
is set at a substantial discount to their 
market price; and 

 whether the purchaser is committed to hold 
the securities it acquires for any specified 
time period. 

2.4 Over-allocation [Not Reproduced] 

2.5 Distribution of securities under a prospectus to 
an underwriter [Not Reproduced] 

2.6 Certificates 

Public interest 

(1) Securities legislation provides the regulator 
with discretion to refuse a receipt for a 
prospectus where it is not in the public 
interest to issue the receipt. Securities 
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legislation imposes statutory liability in 
connection with prospectus disclosure to 
provide investors with a remedy if a 
prospectus does not contain full, true and 
plain disclosure of all material facts relating 
to the securities being distributed and to 
protect the integrity of the Canadian public 
markets. Where an offering is structured in 
a manner that circumvents the objects and 
purposes of securities legislation and 
results in a person or company accessing 
the Canadian public markets, who is not 
clearly accountable for the information in 
the prospectus, the regulator may have 
significant public interest concerns. Such 
public interest concerns will be addressed 
on a case by case basis as part of the 
analysis of whether a receipt should be 
issued for a final prospectus. There may be 
circumstances in which it will be appropriate 
for the regulator to request a person or 
company, that is not otherwise required to 
do so, to certify a prospectus as a means of 
resolving such public interest concerns. For 
example, where it appears that a person or 
company is organizing its business and 
affairs to avoid a requirement to sign a 
prospectus certificate or to avoid prospectus 
liability, a regulator may conclude that there 
is sufficient public interest concerns that the 
regulator should require that person or 
company to certify a prospectus. 

Discretion of the regulator to request certificates 

(2) Subsection 5.15(1) of the Instrument 
provides the regulator in each jurisdiction 
except Ontario with the discretion to require 
additional certificates. The exercise of this 
discretion will generally be informed by 
public interest concerns, including those 
discussed in subsection (1) above. 

Signatories 

(3) Part 5 of the Instrument contains 
requirements regarding who must sign 
prospectus certificates. Certificates signed 
on behalf of the identified signatories by an 
agent or attorney will generally not be 
acceptable. For example, an income trust 
issuer with an active board of trustees 
would be required to arrange for the 
signature of two trustees on behalf of the 
board, rather than the signature of an 
attorney or agent. 

Trustee certificates 

(4) Subsection 5.5(4) of the Instrument 
provides an exception to the trust certificate 
requirement where the trustees of the issuer 
do not perform functions similar to those of 
corporate directors. In this type of situation, 
a prospectus certificate is instead required 
from two individuals who do perform those 

functions for the issuer on behalf of all such 
individuals. In a situation where a regulated 
trust company is a trustee but does not 
perform functions similar to those of 
corporate directors, the regulated trust 
company and its officers and directors will 
not be required to sign a prospectus 
certificate if two other individuals who 
perform those functions do provide a 
certificate. 

Chief executive officer and chief financial officer 

(5) The Instrument and other securities 
legislation require that prospectus 
certificates of certain persons or companies 
are to be signed by the chief executive 
officer and chief financial officer of such 
persons or companies. The terms chief 
executive officer and chief financial officer 
should be read to include the individuals 
who have the responsibilities normally 
associated with these positions or act in a 
similar capacity. This determination should 
be made irrespective of an individual’s 
corporate title or whether that individual is 
employed directly or acts pursuant to an 
agreement or understanding. 

Selling securityholder certificates 

(6) Subsection 5.13(1) of the Instrument 
provides the regulator in each jurisdiction 
except Ontario with the discretion to require 
selling securityholders to sign a prospectus 
certificate. Under securities legislation, 
selling securityholders are liable for 
misrepresentations in a prospectus whether 
or not they sign a prospectus certificate. 
There are circumstances, however, where 
the regulator may determine that it is in the 
public interest to require the selling 
securityholder to affirmatively certify the 
prospectus. Generally, the regulator would 
only exercise this discretion where the 
securities being distributed by the selling 
securityholder represent a substantial 
portion of the securities being distributed 
under the prospectus. 

2.7  Promoters of issuers of asset-backed 
securities 

Securities legislation in some jurisdictions in 
Canada define “promoter” and require, in certain 
circumstances, a promoter of an issuer to assume 
statutory liability for prospectus disclosure. 
Asset-backed securities are commonly issued by a 
“special purpose” entity, established for the sole 
purpose of facilitating one or more asset-backed 
offerings. The securities regulatory authorities are 
of the opinion that special purpose issuers of 
asset-backed securities will have a promoter 
because someone will typically have taken the 
initiative in founding, organizing or substantially 
reorganizing the business of the issuer. We 



Companion Policy 41-101CP 

 

- 7 - 

interpret the business of such issuers to include 
the business of issuing asset-backed securities 
and entering into the supporting contractual 
arrangements. 

For example, in the context of a securitization 
program under which assets of one or more 
related entities are financed by issuing 
asset-backed securities (sometimes called a 
“single seller program”), we will usually consider 
an entity transferring or originating a significant 
portion of such assets, an entity initially agreeing 
to provide on-going collection, administrative or 
similar services to the issuer, and the entity for 
whose primary economic benefit the asset-backed 
program is established, to be a promoter of the 
issuer if it took the initiative in founding, organizing 
or substantially reorganizing the business of the 
issuer. Persons or companies contracting with the 
issuer to provide credit enhancements, liquidity 
facilities or hedging arrangements or to be a 
replacement servicer of assets, and investors who 
acquire subordinated investments issued by the 
issuer, will not typically be promoters of the issuer 
solely by virtue of such involvement. 

In the context of a securitization program 
established to finance assets acquired from 
numerous unrelated entities (sometimes called a 
“multi-seller program”), we will usually consider the 
person or company (frequently a bank or an 
investment bank) establishing and administering 
the program in consideration for the payment of an 
on-going fee, for example, to be a promoter of the 
issuer if it took the initiative in founding, organizing 
or substantially reorganizing the business of the 
issuer. Individual sellers of the assets into a multi-
seller program are not ordinarily considered to be 
promoters of the issuer, despite the economic 
benefits accruing to such persons or companies 
from utilizing the program. As with single-seller 
programs, other persons or companies contracting 
with the issuer to provide services or other benefits 
to the issuer of the asset-backed securities will not 
typically be promoters of the issuer solely by virtue 
of such involvement. 

Where an entity is determined to be a promoter of 
an issuer at the time of the issuer’s initial public 
offering, the entity continues to be a promoter of 
the issuer, in the case of subsequent offerings by 
the issuer, if the entity’s relationship to the issuer 
and involvement in the offerings remains 
substantially the same. Accordingly, where an 
entity establishes a special purpose issuer to act 
as a dedicated securitization vehicle, and the 
prospectus filed in connection with a subsequent 
offering continues to include disclosure relating to 
the entity’s securitization program, we will expect 
the entity to certify the prospectus as a promoter. 

While we have included this discussion of 
promoters as guidance to issuers of asset-backed 
securities, the question of whether a particular 
person or company is a “promoter” of an issuer is 

ultimately a question of fact to be determined in 
light of the particular circumstances. 

2.8 Special warrants [Not Reproduced] 

2.9 Offerings of convertible, exchangeable or 
exercisable securities [Not Reproduced] 

2.10 Lapse date 

An amendment to a prospectus, even if it amends 
and restates the prospectus, does not change the 
lapse date under section 17.2 of the Instrument or 
other securities legislation. An amendment to an 
ETF facts document also does not change the 
lapse date for a prospectus of an ETF. 

2.11 Rights offerings [Not Reproduced] 

PART 3 - FILING AND RECEIPTING REQUIREMENTS 

3.1 Extension of 90-day period for issuance of final 
receipt 

The effect of subsection 2.3(1) of the Instrument is 
to ensure that issues are not being marketed by 
means of preliminary prospectuses containing 
outdated information. 

3.2 Confidential material change reports 

An issuer cannot meet the standard of “full, true 
and plain” disclosure, while a material change 
report has been filed but remains undisclosed 
publicly. Accordingly, an issuer who has filed a 
confidential material change report may not file a 
prospectus until the material change that is the 
subject of the report is generally disclosed or the 
decision to implement the change has been 
rejected and the issuer so notified the regulator of 
each jurisdiction where the confidential material 
change report was filed, and an issuer may not file 
a confidential material change report during a 
distribution and continue with the distribution. If 
circumstances arise that cause an issuer to file a 
confidential material change report during the 
distribution period of securities under a 
prospectus, the issuer should cease all activities 
related to the distribution until 

(a) the material change is generally disclosed and 
an amendment to the prospectus is filed, if 
required, or 

(b) the decision to implement the material change 
has been rejected and the issuer has so 
notified the regulator of each jurisdiction 
where the confidential material change report 
was filed. 

3.3 Supporting documents 

Material that is filed in a jurisdiction will be made 
available for public inspection in that jurisdiction, 
subject to the provisions of securities legislation in 
the local jurisdiction regarding confidentiality of 
filed material. Material that is delivered to a 
regulator, but not filed, is not generally required 
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under securities legislation to be made available 
for public inspection. 

3.4 Consents of lawyers 

The names of lawyers or law firms frequently 
appear in prospectuses in two ways. First, the 
underwriters, the issuer and selling securityholders 
may name the lawyers upon whose advice they 
are relying. Second, the opinions of counsel that 
the securities may be eligible for investment under 
certain statutes may be expressed or opinions on 
the tax consequences of the investment may be 
given. 

In the first case, we are of the view that the lawyer 
is not, in the words of subsection 10.1(1.1) of the 
Instrument, named as having prepared or certified 
a part of the prospectus and is not named as 
having prepared or certified a report, valuation, 
statement or opinion referred to in the prospectus. 
Accordingly, this subsection does not require the 
written consent of the lawyer. In the second case, 
because the opinions or similar reports are 
prepared for the purpose of inclusion in the 
prospectus, we are of the view that this subsection 
applies and requires the consent. 

3.5 Documents affecting the rights of 
securityholders 

(1) Subclause 9.1(a)(ii)(A) of the Instrument 
requires issuers to file copies of their 
articles of incorporation, amalgamation, 
continuation or any other constating or 
establishing documents, unless the 
document is a statutory or regulatory 
instrument. This carve out for a statutory or 
regulatory instrument is very narrow. For 
example, the carve out would apply to 
Schedule I or Schedule II banks under the 
Bank Act, whose charter is the Bank Act. It 
would not apply when only the form of the 
constating document is prescribed under 
statute or regulation, such as articles under 
the Canada Business Corporations Act. 

(2) Subclause 9.1(a)(ii)(E) of the Instrument 
requires issuers to file copies of contracts 
that can reasonably be regarded as 
materially affecting the rights of their 
securityholders generally. A warrant 
indenture is one example of this type of 
contract. We would expect that contracts 
entered into in the ordinary course of 
business would not usually affect the rights 
of securityholders generally, and so would 
not be required to be filed under this 
subclause. 

3.5.1 Personal information forms 

(1) If issuers are relying upon a previously 
delivered personal information form or 
predecessor personal information form 
pursuant to subsections 9.1(2) or 9.1(3) of 
the Instrument, issuers are reminded of 

paragraphs 9.1(2)(b) and 9.1(3)(b), which 
require that the responses to certain 
questions in the form must still be correct. 
Accordingly, in order to meet these 
requirements issuers should obtain 
appropriate confirmations from the 
individual concerned. 

(2) Paragraph 9.1(2)(c) of the Instrument 
requires that in certain circumstances an 
issuer deliver a copy of a previously 
delivered personal information form, or 
“alternative information that is satisfactory to 
the regulator”. Our interpretation of what 
would potentially be alternative information 
satisfactory to the regulator is, with respect 
to the previous delivery of an individual’s 
personal information form, the System for 
Electronic Document Analysis and Retrieval 
(SEDAR) project number and name of 
issuer. In most cases this information will be 
sufficient. Staff will contact issuers in cases 
where it is not. Issuers wishing to proceed 
in this manner should provide the 
information in the cover letter for the 
preliminary or pro forma long form 
prospectus. 

(3) If an issuer is delivering a copy of a 
previously delivered personal information 
form pursuant to paragraph 9.1(2)(c) of the 
Instrument, the issuer should deliver it as a 
personal information form on SEDAR, in the 
same way that a new personal information 
form would be delivered. 

3.6 Material contracts 

Definition 

(1) Under section 1.1 of the Instrument, a 
material contract is defined as a contract 
that an issuer or any of its subsidiaries is a 
party to, that is material to the issuer. A 
material contract generally includes a 
schedule, side letter or exhibit referred to in 
the material contract and any amendment to 
the material contract. The redaction and 
omission provisions in subsections 9.3(3) 
and (4) of the Instrument apply to these 
schedules, side letters, exhibits or 
amendments. 

Filing requirements 

(2) Subject to the exceptions in paragraphs 
9.3(2)(a) through (f) of the Instrument, 
subsection 9.3(2) of the Instrument provides 
an exemption from the filing requirement for 
a material contract entered into in the 
ordinary course of business. Whether an 
issuer entered into a material contract in the 
ordinary course of business is a question of 
fact that the issuer should consider in the 
context of its business and industry. 
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Paragraphs 9.3(2)(a) through (f) of the 
Instrument describe specific types of 
material contracts that are not eligible for 
the ordinary course of business exemption. 
Accordingly, if subsection 9.3(1) of the 
Instrument requires an issuer to file a 
material contract of a type described in 
these paragraphs, the issuer must file that 
material contract even if the issuer entered 
into it in the ordinary course of business. 

Contract of employment 

(3) Paragraph 9.3(2)(a) of the Instrument 
provides that a material contract with certain 
individuals is not eligible for the ordinary 
course of business exemption, unless it is a 
“contract of employment”. One way for 
issuers to determine whether a contract is a 
contract of employment is to consider 
whether the contract contains payment or 
other provisions that are required disclosure 
under Form 51-102F6 as if the individual 
were a named executive officer or director 
of the issuer. 

External management and external administration 
agreements 

(4) Under paragraph 9.3(2)(e) of the 
Instrument, external management and 
external administration agreements are not 
eligible for the ordinary course of business 
exemption. External management and 
external administration agreements include 
agreements between the issuer and a third 
party, the issuer’s parent entity, or an 
affiliate of the issuer, under which the latter 
provides management or other 
administrative services to the issuer. 

Material contracts on which the issuer’s business is 
substantially dependent 

(5) Paragraph 9.3(2)(f) of the Instrument 
provides that a material contract on which 
the “issuer’s business is substantially 
dependent” is not eligible for the ordinary 
course of business exemption. Generally, a 
contract on which the issuer’s business is 
substantially dependent is a contract so 
significant that the issuer’s business 
depends on the continuance of the contract. 
Some examples of this type of contract 
include 

(a) a financing or credit agreement 
providing a majority of the issuer’s 
capital requirements for which 
alternative financing is not readily 
available at comparable terms, 

(b) a contract calling for the acquisition 
or sale of substantially all of the 
issuer’s property, plant and 
equipment, long-lived assets, or total 
assets, and 

(c) an option, joint venture, purchase or 
other agreement relating to a mining 
or oil and gas property that 
represents a majority of the issuer’s 
business. 

Confidentiality provisions 

(6) Under subsection 9.3(3) of the Instrument, 
an issuer may omit or redact a provision of 
a material contract that is required to be 
filed if an executive officer of the issuer 
reasonably believes that disclosure of the 
omitted or redacted provision would violate 
a confidentiality provision. A provision of the 
type described in paragraphs 9.3(4)(a), (b) 
or (c) of the Instrument may not be omitted 
or redacted even if disclosure would violate 
a confidentiality provision, including a 
blanket confidentiality provision covering the 
entire material contract. 

When negotiating material contracts with 
third parties, reporting issuers should 
consider their disclosure obligations under 
securities legislation. A regulator or 
securities regulatory authority may consider 
granting an exemption to permit a provision 
of the type listed in subsection 9.3(4) of the 
Instrument to be redacted if 

(a) the disclosure of that provision would 
violate a confidentiality provision, and 

(b) the material contract was negotiated 
before the effective date of the 
Instrument. 

The regulator may consider the following 
factors, among others, in deciding whether to 
grant an exemption: 

(c) whether an executive officer of the 
issuer reasonably believes that the 
disclosure of the provision would be 
prejudicial to the interests of the issuer; 

(d) whether the issuer is unable to obtain a 
waiver of the confidentiality provision 
from the other party. 

Disclosure seriously prejudicial to interests of issuer 

(7) Under subsection 9.3(3) of the Instrument, 
an issuer may omit or redact certain 
provisions of a material contract that is 
required to be filed if an executive officer of 
the issuer reasonably believes that 
disclosure of the omitted or redacted 
provision would be seriously prejudicial to 
the interests of the issuer. One example of 
disclosure that may be seriously prejudicial 
to the interests of the issuer is disclosure of 
information in violation of applicable 
Canadian privacy legislation. However, in 
situations where securities legislation 
requires disclosure of the particular type of 
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information, applicable privacy legislation 
generally provides an exemption for the 
disclosure. Generally, disclosure of 
information that an issuer or other party has 
already publicly disclosed is not seriously 
prejudicial to the interests of the issuer. 

Terms necessary for understanding impact on 
business of issuer 

(8) An issuer may not omit or redact a provision 
of a type described in paragraph 9.3(4)(a), 
(b), or (c) of the Instrument. Paragraph 
9.3(4)(c) of the Instrument provides that an 
issuer may not omit or redact “terms 
necessary for understanding the impact of 
the material contract on the business of the 
issuer”. Terms that may be necessary for 
understanding the impact of the material 
contract on the business of the issuer 
include the following: 

(a) the duration and nature of a patent, 
trademark, license, franchise, 
concession, or similar agreement; 

(b) disclosure about related party 
transactions; 

(c) contingency, indemnification, anti-
assignability, take-or-pay clauses, or 
change-of-control clauses. 

Summary of omitted or redacted provisions 

(9) Under subsection 9.3(5) of the Instrument, 
an issuer must include a description of the 
type of information that has been omitted or 
redacted in the copy of the material contract 
filed by the issuer. A brief one-sentence 
description immediately following the 
omitted or redacted information is generally 
sufficient. 

3.7 Response letters and marked up copies 

In response to a comment letter for a preliminary 
prospectus, an issuer should include draft wording 
for the changes it proposes to make to a 
prospectus to address staff’s comments. When the 
comments of the various securities regulators 
have been resolved, an issuer should clearly mark 
a draft of the prospectus with all proposed 
changes from the preliminary prospectus and 
submit it as far as possible in advance of the filing 
of final material. These procedures may prevent 
delay in the issuing of a receipt for the prospectus, 
particularly if the number or extent of changes are 
substantial. 

3.8 Undertaking in respect of credit supporter 
disclosure, including financial statements 

Under subparagraph 9.2(a)(x) of the Instrument, an 
issuer must file an undertaking to file the periodic 
and timely disclosure of a credit supporter. For 
credit supporters that are reporting issuers with a 
current AIF (as defined in NI 44-101), the 

undertaking will likely be to continue to file the 
documents it is required to file under NI 51-102. 
For credit supporters registered under the 1934 
Act, the undertaking will likely be to file the types of 
documents that would be required to be 
incorporated by reference into a Form S-3 or 
Form F-3 registration statement. For other credit 
supporters, the types of documents to be filed 
pursuant to the undertaking will be determined 
through discussions with the regulators on a case-
by-case basis. 

If an issuer, a parent credit supporter, and a 
subsidiary credit supporter satisfy the conditions of 
the exemption in section 34.3 of Form 41-101F1, 
an undertaking may provide that the subsidiary 
credit supporter will file periodic and timely 
disclosure if the issuer and the credit supporters 
no longer satisfy the conditions of the exemption in 
that section. 

If an issuer and a credit supporter satisfy the 
conditions the exemption in section 34.4 of 
Form 41-101F1, an undertaking may provide that 
the credit supporter will file periodic and timely 
disclosure if the issuer and the credit supporter no 
longer satisfy the conditions of the exemption in 
that section. 

For the purposes of such an undertaking, 
references to disclosure included in the prospectus 
should be replaced with references to the issuer or 
parent credit supporter’s continuous disclosure 
filings. For example, if an issuer and subsidiary 
credit supporter(s) plan to continue to satisfy the 
conditions of the exemption in section 34.4 of 
Form 41-101F1 for continuous disclosure filings, 
the undertaking should provide that the issuer will 
file with its consolidated financial statements, 

(a) a statement that the financial results of the 
credit supporter(s) are included in the 
consolidated financial results of the issuer if 

(i) the issuer continues to have limited 
independent operations, and 

(ii) the impact of any subsidiaries of the 
issuer on a combined basis, excluding the 
credit supporter(s) but including any 
subsidiaries of the credit supporter(s) that 
are not themselves credit supporters, on 
the consolidated financial statements of 
the issuer continues to be minor, or 

(b) for any periods covered by issuer’s 
consolidated financial statements, 
consolidating summary financial 
information for the issuer presented in the 
format set out in subparagraph 34.4(e)(ii) 
of Form 41-101F1. 

3.9 Disclosure of investigations or proceedings 

Securities legislation provides that, subject to 
certain conditions, the securities regulatory 
authorities or the regulator must issue a receipt for 
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a prospectus unless it appears that it would not be 
in the public interest to do so. The securities 
regulatory authority or the regulator will consider 
whether there are ongoing or recently concluded 
investigations or proceedings relating to 

 an issuer, 

 a promoter, 

 a principal securityholder, director or officer 
of the issuer, or 

 an underwriter or other person or company 
involved in a proposed distribution 

when it determines if it should refuse to issue a 
receipt for the prospectus. That decision will be 
made on a case-by-case basis and will depend 
upon the facts known at the time. 

If the facts and circumstances do not warrant the 
denial of a receipt for a prospectus, securities 
legislation nonetheless imposes an obligation to 
provide full, true and plain disclosure of all material 
facts relating to the securities offered by the 
prospectus. Disclosure of an ongoing or recently 
concluded investigation or proceeding relating to a 
person or company involved in a proposed 
distribution may be necessary to meet this 
standard. The circumstances in which disclosure 
will be required and the nature and extent of the 
disclosure will also be determined on a case-by-
case basis. In making this determination, all 
relevant facts, including the allegations that gave 
rise to the investigation or proceeding, the status of 
the investigation or proceeding, the seriousness of 
the alleged breaches that are the subject of the 
investigation or proceeding and the degree of 
involvement in the proposed distribution by the 
person or company under investigation will be 
considered. 

3.10 Amendments 

(1) Subsection 6.5(1) of the Instrument and 
other securities legislation provides that if a 
material adverse change occurs after a 
receipt for a preliminary prospectus is 
obtained, an amendment to the preliminary 
prospectus must be filed as soon as 
practicable, but in any event within 10 days 
after the change occurs. If a preliminary 
prospectus indicates the number or value of 
the securities to be distributed under the 
prospectus, an increase in the number or 
value is, absent unusual circumstances, 
unlikely to constitute a material adverse 
change requiring an amendment to the 
preliminary prospectus. 

(2) If, after filing a preliminary prospectus, an 
issuer decides to attach or add to the 
securities offered under a prospectus a right 
to convert into, or a warrant to acquire, the 
security of the issuer being offered under 
the preliminary prospectus, the attachment 

or addition of the conversion feature or 
warrant is, absent unusual circumstances, 
unlikely to constitute a material adverse 
change requiring an amendment to the 
preliminary prospectus. 

(3) Securities legislation provides that no 
person or company shall distribute 
securities, unless a preliminary prospectus 
and a prospectus have been filed and 
receipts have been issued by the securities 
regulatory authority or regulator. If an issuer 
intends to add a new class of securities to 
the distribution under the prospectus after 
the preliminary prospectus has been filed 
and receipted, we interpret this requirement 
to mean an issuer must file an amended 
and restated preliminary prospectus. 

Similarly, if an issuer wishes to add a new 
class of securities to a prospectus before 
the distribution under that prospectus is 
completed the issuer must file a preliminary 
prospectus for that class of securities and 
an amended and restated prospectus and 
obtain receipts for both the preliminary 
prospectus and the amended prospectus. 
Alternatively the issuer may file a separate 
preliminary prospectus and prospectus for 
the new class of securities. We interpret this 
requirement to also apply to mutual funds. If 
a mutual fund adds a new class or series of 
securities to a prospectus that is referable 
to a new separate portfolio of assets, a 
preliminary prospectus and preliminary ETF 
facts document must be filed. However, if 
the new class or series of securities is 
referable to an existing portfolio of assets, 
the new class or series may be added by 
way of amendment to the prospectus. 

In this case, a preliminary ETF facts 
document for the new class or series must 
still be filed. 

(4) Any changes to the terms or conditions of 
the security being distributed, such as the 
deletion of a conversion feature, may 
constitute a material adverse change 
requiring an amendment to the preliminary 
prospectus. 

(5) Under securities legislation, a regulator 
must not issue a receipt for a prospectus in 
certain circumstances, including if the 
regulator considers it prejudicial to the 
public interest to do so. The purpose of 
subsection 6.6(3) of the Instrument is to 
clarify that these receipt refusal grounds 
apply to an amendment to a final 
prospectus or a final short form prospectus 
in certain jurisdictions. 

(6) Marketing materials prepared under 
section 13.7 or 13.8 of the Instrument 
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cannot amend a preliminary prospectus, a 
final prospectus or any amendment. 

3.11 Reduced price distributions 

Subsection 7.2(3) of the Instrument permits an 
issuer to reduce the offering price of the securities 
being distributed without filing an amendment to 
the prospectus if certain conditions are satisfied. 
Satisfying the conditions in this subsection means 
the underwriter’s compensation should decrease 
by the amount that the aggregate price paid by 
purchasers for the securities is less than the 
gross proceeds paid by the underwriter to the 
issuer or selling securityholder. Section 20.8 of 
Form 41-101F1 requires disclosure of this fact. 

3.12 Licences, registrations and approvals 

For the purposes of section 10.2 of the Instrument, 
we would generally conclude that an issuer has all 
material licences, registrations and approvals 
necessary for the stated principal use of proceeds 
if the issuer could use a material portion of the 
proceeds of the distribution in the manner 
described in the prospectus without obtaining the 
licence, registration or approval. 

3.13 Registration requirements 

Issuers filing a prospectus and other market 
participants are reminded to ensure that members 
of underwriting syndicates are in compliance with 
registration requirements under securities 
legislation in each jurisdiction in which syndicate 
members are participating in the distribution of 
securities under the prospectus. Failure to comply 
with the registration requirements could cause the 
regulator to refuse to issue a receipt for the 
prospectus. 

PART 4 - GENERAL CONTENT OF LONG FORM 
PROSPECTUS 

4.1 Style of long form prospectus 

Securities legislation requires that a long form 
prospectus contain “full, true and plain” disclosure. 
Issuers should apply plain language principles 
when they prepare a long form prospectus 
including: 

 using short sentences; 

 using definite everyday language; 

 using the active voice; 

 avoiding superfluous words; 

 organizing the document into clear, concise 
sections, paragraphs and sentences; 

 avoiding jargon; 

 using personal pronouns to speak directly to 
the reader; 

 avoiding reliance on glossaries and defined 
terms unless it facilitates understanding of 
the disclosure; 

 avoiding vague boilerplate wording; 

 avoiding abstract terms by using more 
concrete terms or examples; 

 avoiding multiple negatives; 

 using technical terms only when necessary 
and explaining those terms; 

 using charts, tables and examples where it 
makes disclosure easier to understand. 

Question and answer and bullet point formats are 
consistent with the disclosure requirements of the 
Instrument. 

4.1.1 Plan summary for a scholarship plan 

To help write the plan summary for a scholarship 
plan in plain language, scholarship plan providers 
may use the Flesch-Kincaid methodology to 
assess the readability of a plan summary. The 
Flesch-Kincaid grade level scale is a methodology 
that rates the readability of a text to a 
corresponding grade level and can be determined 
by the use of Flesch-Kincaid tests built into 
commonly used word processing programs. For 
French-language documents, scholarship plan 
providers may wish to consider using other 
appropriate readability tools. 

4.2 Pricing disclosure [Not Reproduced] 

4.3 Principal purposes - generally [Not 
Reproduced] 

4.4 MD&A [Not Reproduced] 

4.5 Distribution of asset-backed securities [Not 
Reproduced] 

4.6 Distribution of derivatives and underlying 
securities [Not Reproduced] 

4.7 Restricted securities [Not Reproduced] 

4.8 Credit supporter disclosure [Not Reproduced] 

4.9 Exemptions for certain issues of guaranteed 
securities [Not Reproduced] 

4.10 Previously disclosed material forward-looking 
information 

If an issuer, at the time it files a long form 
prospectus, 

(a) has previously disclosed to the public material 
forward-looking information for a period that is 
not yet complete, and 

(b) is aware of events and circumstances that are 
reasonably likely to cause actual results to 
differ materially from the material forward-
looking information, 

the issuer should discuss those events and 
circumstances, and the expected differences from 
the material forward-looking information, in the 
long form prospectus. 



Companion Policy 41-101CP 

 

- 13 - 

PART 5 - CONTENT OF LONG FORM PROSPECTUS 
(FINANCIAL STATEMENTS) 

5.1 Exemptions from financial disclosure 
requirements 

Request for exemptions from financial disclosure 
should be made in accordance with Part 19 of the 
Instrument, which requires the issuer to make 
submissions in writing along with the reasons for 
the request. Written submissions should be filed at 
the time the preliminary long form prospectus is 
filed, and include any proposed alternative 
disclosure. If the application involves a novel and 
substantive issue or raises a novel public policy 
concern, issuers should use the pre-filing 
procedures under NP 11-202. Issuers that are not 
filing their prospectuses under NP 11-202 should 
also follow the principles outlined and procedures 
set out in NP 11-202. 

5.1.1 Presentation of Financial Results 

Canadian GAAP applicable to publicly accountable 
enterprises provides an issuer two alternatives in 
presenting its income: (a) in one single statement 
of comprehensive income, or (b) in a statement 
of comprehensive income with a separate income 
statement. If an issuer presents its income 
using the second alternative, both statements 
must be filed to satisfy the requirements of this 
Instrument. (See subsections 32.2(1.1) and 
32.3(3) of Form 41-101F1). 

5.2 General financial statement requirements 

If an issuer has filed annual financial statements or 
interim financial report for periods that are more 
recent than those that the issuer must otherwise 
include in a long form prospectus before it files 
the prospectus, sections 32.6 and 35.8 of 
Form 41-101F1 require the issuer to include those 
financial statements in the long form prospectus. 
Issuers should update the disclosure in the 
prospectus accordingly in order to satisfy the 
requirement that the long form prospectus contain 
full, true and plain disclosure of all material facts 
relating to the securities being distributed. 
However, if historical financial information derived 
from more recent annual financial statements or 
interim financial report is released to the public by 
the issuer before the financial statements are filed, 
the prospectus should include the information 
included in the news release or public 
communication. There is no specific requirement 
in the Instrument to otherwise update the 
prospectus, or pro forma financial statements to 
reflect the more recent information. 

We think the directors of an issuer should 
endeavor to consider and approve financial 
statements in a timely manner and should not 
delay the approval and filing of the financial 
statements for the purpose of avoiding their 
inclusion in a long form prospectus. Once the 
directors have approved an issuer’s financial 

statements, the issuer should file them as soon as 
possible. 

5.3 Interpretation of issuer - primary business [Not 
Reproduced] 

5.4 Interpretation of issuer - predecessor entity 
[Not Reproduced] 

5.5 Sufficiency of financial history included in a 
long form prospectus [Not Reproduced] 

5.6 Applications for exemption from requirement 
to include financial statements of the issuer 
[Not Reproduced] 

5.7 Additional information 

An issuer may find it necessary, in order to meet 
the requirement for full, true and plain disclosure 
contained in securities legislation, to include 
certain additional information in its long form 
prospectus, such as separate financial statements 
of a subsidiary of the issuer in a long form 
prospectus, even if the financial statements of the 
subsidiary are included in the consolidated 
financial statements of the issuer. For example, 
separate financial statements of a subsidiary may 
be necessary to help explain the risk profile and 
nature of the operations of the subsidiary. 

5.8 Audit and review of financial statements 
included or incorporated by reference into a 
long form prospectus 

(1) Part 4 of the Instrument requires that all 
financial statements included in a long form 
prospectus be audited, except financial 
statements specifically exempted in the 
Instrument. This requirement extends to 
financial statements of subsidiaries and 
other entities even if the financial 
statements are not required to be included 
in the long form prospectus but have been 
included at the discretion of the issuer. 

(2) NI 52-107 requires that financial 
statements, other than acquisition 
statements, that are required to be audited 
by securities legislation, such as this 
Instrument, be accompanied by an auditor’s 
report that expresses an unmodified opinion 
if they were audited in accordance with 
Canadian GAAS or International Standards 
on Auditing, or contain an unqualified 
opinion if they were audited in accordance 
with U.S. PCAOB GAAS. This requirement 
applies to all financial statements included 
in the long form prospectus under Item 32 
of Form 41-101F1, including financial 
statements from entities acquired or to be 
acquired that are the primary business or 
the predecessor of the issuer. For greater 
clarity, subsections 3.12(3) and 4.12(6) of 
NI 52-107 only apply to financial statements 
included in the long form prospectus 
pursuant to Item 35 of Form 41-101F1. 
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Relief may be granted to non-reporting 
issuers in appropriate circumstances to 
permit the auditor’s report on financial 
statements to contain a qualified opinion 
relating to opening inventory if there is a 
subsequent audited period of at least six 
months on which the auditor’s report 
expresses an unmodified opinion and the 
business is not seasonal. Issuers 
requesting this relief should be aware that 
NI 51-102 requires an issuer’s comparative 
financial statements be accompanied by an 
auditors’ report that expresses an 
unmodified opinion. 

5.9 Financial statement disclosure for significant 
acquisitions [Not Reproduced] 

5.10 Financial statements for acquisitions of a 
predecessor entity, a business or businesses 
acquired by reporting and non-reporting 
issuers [Not Reproduced] 

PART 5A - ETF FACTS DOCUMENTS FOR ETFS 

5A.1 General purpose 

(1) The Instrument requires that the ETF facts 
document be in plain language, be no 
longer than four pages in length, and 
highlight key information important to 
investors, including performance, risk and 
cost. The ETF facts document is 
incorporated by reference into the 
prospectus. A sample ETF facts document 
is set out in Appendix B to this Policy. The 
sample is provided for illustrative purposes 
only. 

(2) The Instrument and Form 41-101F4 set out 
detailed requirements on the content and 
format of an ETF facts document, while 
allowing some flexibility to accommodate 
different kinds of ETFs. The Instrument 
requires an ETF facts document to include 
only information that is specifically 
mandated or permitted by the required 
Form 41-101F4 and to use the headings 
and sub-headings stipulated in the 
Instrument and Form 41-101F4. The 
requirements are designed to ensure that 
the information in an ETF facts document of 
an ETF is clear, concise, understandable 
and easily comparable with information in 
the ETF facts documents of other ETFs. 

(3) The CSA encourages the use and 
distribution of the ETF facts document as a 
key part of the sales process in helping to 
inform investors about ETFs they are 
considering for investment. 

5A.2 Plain language and presentation 

(1) Section 3B.2 of the Instrument requires that 
an ETF facts document be written in plain 
language. Issuers should apply the plain 

language principles set out in section 4.1 
when they prepare an ETF facts document. 

(2) Section 3B.2 of the Instrument requires that 
an ETF facts document be presented in a 
format that assists in readability and 
comprehension. The Instrument and Form 
41-101F4 also set out certain aspects of an 
ETF facts document that must be presented 
in a required format, requiring some 
information to be presented in the form of 
tables, charts or diagrams. Within these 
requirements, ETFs have flexibility in the 
format used for ETF facts documents. 

The formatting of documents can contribute 
substantially to the ease with which the 
document can be read and understood. 

(3) To help write the ETF facts document in 
plain language, the Flesch-Kincaid 
methodology can be used to assess the 
readability of an ETF facts document. The 
Flesch-Kincaid grade level scale is a 
methodology that rates the readability of a 
text to a corresponding grade level and can 
be determined by the use of Flesch-Kincaid 
tests built into commonly used word 
processing programs. The CSA will 
generally consider a grade level of 6.0 or 
less on the Flesch-Kincaid grade level 
scale to indicate that an ETF facts 
document is written in plain language. For 
French-language documents, ETF 
companies may wish to consider using 
other appropriate readability tools. 

5A.3 Filing 

(1) Subparagraph 9.1(1)(a)(iv.2) of the 
Instrument requires that an ETF facts 
document for each class and series of the 
securities of an ETF be filed concurrently 
with the prospectus. 

(2) The most recently filed ETF facts document 
for an ETF is incorporated by reference into 
the prospectus under section 15.2 of the 
Instrument, with the result that any ETF 
facts document filed under the Instrument 
after the date of receipt for the prospectus 
supersedes the ETF facts document 
previously filed. 

(3) Any amendment to an ETF facts document 
must be in the form of an amended and 
restated ETF facts document. Accordingly, 
the commercial copy of an amended and 
restated ETF facts document can only be 
created by reprinting the entire document. 

(4) An amendment to the ETF facts document 
should be filed when there is a material 
change to the ETF that requires a change to 
the disclosure in the ETF facts document. 
This is consistent with the requirement in 
paragraph 11.2(1)(d) of National Instrument 
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81-106 Investment Fund Continuous 
Disclosure. We would not generally 
consider changes to the top 10 investments, 
investment mix or year-by-year returns of 
the ETF to be material changes. We would 
generally consider changes to the ETF’s 
investment objective or risk level to be 
material changes under securities 
legislation. 

(5) Subsection 6.2(e) of the Instrument requires 
an amendment to a prospectus to be filed 
whenever an amendment to an ETF facts 
document is filed. If the substance of the 
amendment to the ETF facts document 
would not require a change to the text of the 
prospectus, the amendment to the 
prospectus would consist only of the 
certificate page referring to the ETF to 
which the amendment to the ETF facts 
document pertains. 

(6) General Instruction (9) of Form 41-101F4 
permits an ETF to disclose a material 
change and proposed fundamental change, 
such as a proposed merger, in an amended 
and restated ETF facts document. We 
would permit flexibility in selecting the 
appropriate section of the amended and 
restated ETF facts document to describe 
the material change or proposed 
fundamental change. However, we also 
expect that the variable sections of the ETF 
facts document, such as the Top 10 
investments and investment mix, to be 
updated within 60 days before the date of 
the ETF facts document. In addition, if an 
ETF completes a calendar year or files a 
management report of fund performance 
prior to the filing of the amended and 
restated ETF facts document, we expect the 
ETF facts document to reflect the updated 
information. 

5A.4 Website 

(1) Section 3B.4 of the Instrument requires an 
ETF to post its ETF facts document on its 
designated website. An ETF facts document 
should remain on the designated website at 
least until the next ETF facts document for 
the ETF is posted. Only a final ETF facts 
document filed under this Instrument should 
be posted to a designated website. A 
preliminary or pro forma ETF facts 
document, for example, should not be 
posted. An ETF facts document must be 
displayed in an easily visible and accessible 
location on the designated website. It 
should also be presented in a format that is 
convenient for both reading online and 
printing on paper. 

(2) Many ETFs have fund profiles which they 
can choose to make available on their 
designated website, or another website. 

These profiles provide summary information 
about the ETF that supplements the 
information contained in the ETF Facts and 
that is typically updated on a more frequent 
basis. In cases where the ETF Facts makes 
a cross-reference on the ETF’s designated 
website or another website to highlight the 
availability of more up-to-date trading and 
pricing information for that ETF, the 
information should be presented in a 
manner that is consistent with what is 
disclosed under the Quick Facts, Trading 
Information and Pricing Information sections 
of the ETF Facts, including the manner of 
calculating the information that is presented. 

5A.5 Delivery 

(1) The Instrument contemplates delivery to all 
investors of an ETF facts document in 
accordance with the requirements in 
securities legislation. It does not require the 
delivery of the prospectus, or any other 
documents incorporated by reference into 
the prospectus, unless requested. ETFs or 
dealers may also provide purchasers with 
any of the other disclosure documents 
incorporated by reference into the 
prospectus. 

(2) For delivery of the ETF facts document, 
subsection 3C.3(1) of the Instrument 
permits an ETF facts document to be 
combined with certain other materials or 
documents. With the exception of a general 
front cover, a table of contents or a trade 
confirmation, subsection 3C.3(4) requires 
the ETF facts document to be located as 
the first item in the package of documents 
or materials. 

(3) Nothing in the Instrument prevents an ETF 
facts document from being prepared in 
other languages, provided that these 
documents are delivered or sent in addition 
to any disclosure document filed and 
required to be delivered in accordance with 
the Instrument. We would consider such 
documents to be sales communications. 

(4) The Instrument and related forms 
contain no restrictions on the delivery of 
non-educational material such as 
promotional brochures with the prospectus. 
This type of material may, therefore, be 
delivered with, but cannot be included 
within, or attached to, the prospectus. The 
Instrument does not permit the binding of 
educational and non-educational material 
with the ETF facts document. The intention 
of the Instrument is not to unreasonably 
encumber the ETF facts document with 
additional documents. 
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PART 5B - EXEMPTIVE RELIEF TO FILE 
PROSPECTUS PREPARED IN 
ACCORDANCE WITH FORM 81-101F1 

5B.1 Previous Form Exemptions – A mutual fund 
granted an exemption to file a simplified 
prospectus prepared in accordance with Form 
81-101F1 and an annual information form 
prepared in accordance with Form 81-101F2 in 
lieu of a prospectus prepared in accordance 
with Form 41-101F2, may comply with such an 
exemption after January 5, 2022 by filing a 
simplified prospectus in accordance with Form 
81-101F1.  

PART 6 -  ADVERTISING OR MARKETING ACTIVITIES 
IN CONNECTION WITH PROSPECTUS 
OFFERINGS OF ISSUERS OTHER THAN 
INVESTMENT FUNDS [NOT REPRODUCED] 

PART 6A - ADVERTISING AND MARKETING IN 
CONNECTION WITH PROSPECTUS 
OFFERINGS OF INVESTMENT FUNDS 

6A.1 Application 

This Part applies to investment funds filing a 
prospectus in the form of Form 41-101F2 or Form 
41-101F3. 

6A.2 Scope 

(1) The discussion below is focused on the 
impact of the prospectus requirement on 
advertising or marketing activities in 
connection with a prospectus offering. 

(2) Issuers and other persons or companies 
that engage in advertising or marketing 
activities should also consider the impact of 
the requirement to register as a dealer in 
each jurisdiction where such advertising or 
marketing activities are undertaken. In 
particular, the persons or companies would 
have to consider whether their activities 
result in the party being in the business of 
trading in securities. For further information, 
refer to section 1.3 of Companion Policy 31-
103CP Registration Requirements, 
Exemptions and Ongoing Registrant 
Obligations. 

(3) Advertising or marketing activities are also 
subject to regulation under securities 
legislation and other rules, including those 
relating to disclosure, and insider trading 
and registration, which are not discussed 
below. 

6A.3 The prospectus requirement 

(1) Securities legislation generally provides that 
no one may trade in a security where that 
trade would be a distribution unless the 
prospectus requirement has been satisfied, 
or an exemption is available. 

(2)  The analysis of whether any particular 
advertising or marketing activity is 

prohibited by virtue of the prospectus 
requirement turns largely on whether the 
activity constitutes a trade and, if so, 
whether such a trade would constitute a 
distribution. 

(3)  In Québec, since securities legislation has 
been designed without the notion of a 
“trade”, the analysis is dependent solely on 
whether the advertising or marketing 
activities constitute a distribution. 

Definition of “trade” 

(4)  Securities legislation (other than the 
securities legislation of Québec) defines a 
“trade” in a non-exhaustive manner to 
include, among other things: 

 any sale or disposition of a security for 
valuable consideration, 

 any receipt by a registrant of an order 
to buy or sell a security, or 

 any act, advertisement, solicitation, 
conduct or negotiation directly or 
indirectly in furtherance of any of the 
foregoing. 

(5)  Any advertising or marketing activities that 
can be reasonably regarded as intended to 
promote a distribution of securities would be 
“conduct in furtherance” of the distribution of 
a security and, therefore, would fall within 
the definition of a trade. 

Definition of distribution 

(6)  Even though advertising or marketing 
activities constitute a “trade” for the 
purposes of securities legislation (other than 
the securities legislation of Québec), they 
would be prohibited by virtue of the 
prospectus requirement only if they also 
constitute a distribution under securities 
legislation. Securities legislation (other than 
the securities legislation of Québec) defines 
a distribution to include a “trade” in, among 
other things, previously unissued securities 
and securities that form part of a control 
block. 

(7) The definition of distribution under the 
securities legislation of Québec includes the 
endeavour to obtain or the obtaining of 
subscribers or purchasers of previously 
unissued securities. 

Prospectus exemptions 

(8) It has been suggested by some that 
advertising or marketing activities, even if 
clearly made in furtherance of a distribution, 
could be undertaken in certain 
circumstances on a prospectus exempt 
basis. Specifically, it has been suggested 
that if an exemption from the prospectus 
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requirement is available in respect of a 
specific distribution (even though the 
securities will be distributed under a 
prospectus), advertising or marketing 
related to such distribution would be exempt 
from the prospectus requirement. This 
analysis is premised on an argument that 
the advertising or marketing activities 
constitute one distribution that is exempt 
from the prospectus requirement while the 
actual sale of the security to the purchaser 
constitutes a second discrete distribution 
effected pursuant to the prospectus. 

(9)  We are of the view that this analysis is 
contrary to securities legislation. In these 
circumstances, the distribution in respect of 
which the advertising or marketing activities 
are undertaken is the distribution pursuant 
to the anticipated prospectus. Advertising or 
marketing must be viewed in the context of 
the prospectus offering and as an activity in 
furtherance of that distribution. If it were 
otherwise, the overriding concerns implicit 
and explicit in securities legislation 
regarding equal access to information, 
conditioning of the market, tipping and 
insider trading, and the provisions of the 
legislation designed to ensure such access 
to information and curb such abuses, could 
be easily circumvented. 

(10) We recognize that an issuer and a dealer 
may have a demonstrable bona fide 
intention to effect an exempt distribution 
and this distribution may be abandoned in 
favour of a prospectus offering. In these 
very limited circumstances, there may be 
two separate distributions. From the time 
when it is reasonable for a dealer to expect 
that a bona fide exempt distribution will be 
abandoned in favour of a prospectus 
offering, the general rules relating to 
advertising or marketing activities that 
constitute an act in furtherance of a 
distribution will apply. 

6A.4 Advertising or marketing activities 

(1) The prospectus requirement applies to any 
act, advertisement, solicitation, conduct or 
negotiation directly or indirectly in 
furtherance of a distribution unless a 
prospectus exemption is available. 
Accordingly, advertising or marketing 
activities intended to promote the 
distribution of securities, in any form, would 
be prohibited by virtue of the prospectus 
requirement. Advertising or marketing 
activities subject to the prospectus 
requirement may be oral, written or 
electronic and include the following: 

 television or radio advertisements or 
commentaries; 

 published materials; 

 correspondence; 

 records; 

 videotapes or similar material; 

 market letters; 

 research reports; 

 circulars; 

 promotional seminar text; 

 telemarketing scripts; 

 reprints or excerpts of any other sales 
literature. 

(2) Advertising or marketing activities that are 
not in furtherance of a distribution of 
securities would not generally fall within the 
definition of a distribution and, therefore, 
would not be prohibited by virtue of the 
prospectus requirement. The following 
activities would not generally be subject to 
the prospectus requirement: 

 advertising and publicity campaigns 
that are aimed at either selling products 
or services of the issuer or raising 
public awareness of the issuer; 

 communication of factual information 
concerning the business of the issuer 
that is released in a manner, timing and 
form that is consistent with the regular 
past communications practices of the 
issuer if that communication does not 
refer to or suggest the distribution of 
securities; 

 the release or filing of information that 
is required to be released or filed 
pursuant to securities legislation. 

(3) Any activities that form part of a plan or 
series of activities undertaken in anticipation 
or in furtherance of a distribution would 
usually trigger the prospectus requirement, 
even if they would be permissible if viewed 
in isolation. Similarly, we may still consider 
advertising or marketing activities that do 
not indicate that a distribution of securities 
is contemplated to be in furtherance of a 
distribution by virtue of their timing and 
content. In particular, where a private 
placement or other exempt distribution 
occurs prior to or contemporaneously with a 
prospectus offering, we may consider 
activities undertaken in connection with the 
exempt distribution as being in furtherance 
of the prospectus offering. 
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6A.5 Pre-marketing and solicitation of expressions 
of interest 

(1) In general, any advertising or marketing 
activities undertaken in connection with a 
prospectus prior to the issuance of a receipt 
for the preliminary prospectus are prohibited 
under securities legislation by virtue of the 
prospectus requirement. 

(2) A distribution of securities commences at 
the time when: 

 a dealer has had discussions with an 
issuer or a selling securityholder, or 
with another dealer that has had 
discussions with an issuer or a selling 
securityholder about the distribution, 
and 

 those distribution discussions are of 
sufficient specificity that it is reasonable 
to expect that the dealer (alone or 
together with other dealers) will 
propose to the issuer or the selling 
securityholder an underwriting of the 
securities. 

(3) We understand that many dealers 
communicate on a regular basis with clients 
and prospective clients concerning their 
interest in purchasing various securities of 
various issuers. We will not generally 
consider such ordinary course 
communications as being made in 
furtherance of a distribution. However, from 
the commencement of a distribution, 
communications by the dealer, with a 
person or company designed to have the 
effect of determining the interest that it, or 
any person or company that it represents, 
may have in purchasing securities of the 
type that are the subject of distribution 
discussions, that are undertaken by any 
director, officer, employee or agent of the 
dealer 

(a) who participated in or had actual 
knowledge of the distribution 
discussions, or 

(b) whose communications were 
directed, suggested or induced by a 
person referred to in (a), or another 
person acting directly or indirectly at 
or upon the direction, suggestion or 
inducement of a person referred to in 
(a), 

are considered to be in furtherance of the 
distribution and contrary to securities 
legislation. 

(4) From the commencement of the distribution 
no communications, market making, or 
other principal trading activities in securities 
of the type that are the subject of 

distribution discussions may be undertaken 
by a person referred to in paragraph 3(a) 
above, or at or upon the direction, 
suggestion or inducement of a person or 
persons referred to in paragraph 3(a) or (b) 
until the earliest of 

 the issuance of a receipt for a 
preliminary prospectus in respect of the 
distribution, and 

 the time at which the dealer determines 
not to pursue the distribution. 

6A.6 Advertising or marketing activities during the 
waiting period 

(1) Securities legislation provides an exception 
to the prospectus requirement for limited 
advertising or marketing activities during the 
waiting period between the issuance of the 
receipt for the preliminary prospectus and 
the receipt for the final prospectus. Despite 
the prospectus requirement, it is permissible 
during the waiting period to: 

(a) distribute a preliminary prospectus 
notice (as defined in the Instrument) 
that: 

 “identifies” the securities 
proposed to be issued, 

 states the price of such 
securities, if then determined, 
and 

 states the name and address 
of a person or company from 
whom purchases of securities 
may be made, 

provided that any such notice states 
the name and address of a person or 
company from whom a preliminary 
prospectus may be obtained, 

(b) distribute the preliminary prospectus, 
and 

(c) solicit expressions of interest from a 
prospective purchaser, if prior to such 
solicitation or forthwith after the 
prospectus purchaser indicates an 
interest in purchasing the securities, a 
copy of the preliminary prospectus is 
forwarded to the prospectus 
purchaser. 

(2) The use of any other marketing information 
or materials during the waiting period would 
result in the violation of the prospectus 
requirement. 

(3) The “identification” of the security 
contemplated by paragraph 6A.6(1)(a) 
above does not permit an issuer or dealer to 
include a summary of the commercial 
features of the issue. These details are set 
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out in the preliminary prospectus which is 
intended as the main disclosure vehicle 
pending the issuance of the final receipt. 
The purpose of the permitted advertising or 
marketing activities during the waiting 
period is essentially to alert the public to the 
availability of the preliminary prospectus. 

(4) For the purpose of identifying a security as 
contemplated by paragraph 6A.6(1)(a) 
above, the advertising or marketing material 
may only: 

 indicate whether a security represents 
debt or a share in an incorporated 
entity or an interest in a non-corporate 
entity, 

 name the issuer if the issuer is a 
reporting issuer, or name and describe 
briefly the business of the issuer if the 
issuer is not already a reporting issuer 
(the description of the business should 
be cast in general terms and should not 
attempt to summarize the proposed 
use of proceeds), 

 indicate, without giving details, whether 
the security qualifies the holder for 
special tax treatment, and 

 indicate how many securities will be 
available. 

6A.7 Green Sheets 

(1) Some dealers prepare summaries of the 
principal terms of an offering, sometimes 
referred to as green sheets. Typically green 
sheets include information beyond the 
limited information for which an exemption 
to the prospectus requirement is available 
during the waiting period. If so, we would 
consider the distribution of a green sheet to 
a potential investor to contravene the 
prospectus requirement. 

(2) Including material information in a green 
sheet or other marketing communication 
that is not contained in the preliminary 
prospectus could indicate a failure to 
provide in the preliminary prospectus full, 
true and plain disclosure of all material facts 
relating to the securities offered by the 
prospectus and result in the prospectus 
certificate containing a misrepresentation. 

(3) We may request copies of green sheets and 
other advertising or marketing materials as 
part of our prospectus review procedures. 
Any discrepancies between the content of a 
green sheet and the preliminary prospectus 
could result in the delay or refusal of a 
receipt for a final prospectus and, in 
appropriate circumstances, could result in 
enforcement action. 

6A.8 Advertising or marketing activities following 
the issuance of a receipt for a final prospectus 

Advertising or marketing activities that are not 
prohibited by the prospectus requirement during 
the waiting period may also be undertaken on the 
same basis after a receipt has been issued for the 
final prospectus relating to the distribution. In 
addition, the prospectus and any document filed 
with or referred to in the prospectus may be 
distributed. 

6A.9 Sanctions and enforcement 

Any contravention of the prospectus requirement 
through advertising or marketing activities is a 
serious matter that could result in a cease trade 
order in respect of the preliminary prospectus to 
which such advertising or marketing activities 
relate. In addition, a receipt for a final prospectus 
relating to any such offering may be refused. In 
appropriate circumstances, enforcement 
proceedings may be initiated. 

6A.10 Media reports and coverage 

(1) We recognize that an issuer does not have 
control over media coverage; however, an 
issuer should take appropriate precautions 
to ensure that media coverage which can 
reasonably be considered to be in 
furtherance of a distribution of securities 
does not occur after a decision has been 
made to file a preliminary prospectus or 
during the waiting period. 

(2) We may investigate the circumstances 
surrounding media coverage of an issuer 
which appears immediately prior to or 
during the waiting period and which can 
reasonably be considered as being in 
furtherance of a distribution of securities. 
Action will be taken in appropriate 
circumstances. 

6A.11 Disclosure practices 

At a minimum, participants in all prospectus 
distributions should consider the following 
practices to avoid contravening securities 
legislation: 

 We do not consider it appropriate for a 
director or an officer of an issuer to give 
interviews to the media immediately prior to 
or during the waiting period. It may be 
appropriate, however, for a director or officer 
to respond to unsolicited inquiries of a 
factual nature made by shareholders, 
securities analysts, financial analysts, the 
media and others who have a legitimate 
interest in such information. 

 Because of the prospectus requirement, an 
issuer is not permitted to provide information 
during a prospectus distribution that goes 
beyond what is disclosed in the prospectus. 
Therefore, during the prospectus distribution 
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(which commences as described in 
subsection 6A.5(2) of this Policy and ends 
following closing), a director or officer of an 
issuer can only make a statement 
constituting a forecast, projection or 
prediction with respect to future financial 
performance if the statement is also 
contained in the prospectus. 

 We understand that underwriters and legal 
counsel sometimes only advise the working 
group members of the pre-marketing and 
marketing restrictions under securities 
legislation. However, there are often 
situations where officers and directors of the 
issuer outside of the working group also 
come into contact with the media before or 
after the filing of a preliminary prospectus. 
Any discussions between these individuals 
and the media will also be subject to these 
same restrictions. Working group members, 
including underwriters and legal counsel, will 
usually want to ensure that any other officers 
and directors of the issuer (as well as the 
officers and directors of a promoter or a 
selling securityholder) who may come into 
contact with the media are also fully aware of 
the marketing and disclosure restrictions. 

 One way for issuers, dealers and other 
market participants to ensure that advertising 
or marketing activities contrary to securities 
legislation are not undertaken (intentionally 
or through inadvertence) is to develop, 
implement, maintain and enforce disclosure 
procedures. 

6A.12 Misleading or untrue statements 

In addition to the prohibitions on advertising and 
marketing activities that result from the prospectus 
requirement, securities legislation in certain 
jurisdictions prohibits any person or company from 
making any misleading or untrue statement that 
would reasonably be expected to have a 
significant effect on the market value of securities. 
Therefore, in addition to ensuring that advertising 
or marketing activities are carried out in 
compliance with the prospectus requirement, 
issuers, dealers and their advisers must ensure 
that any statements made in the course of 
advertising or marketing activities are not untrue or 
misleading and otherwise comply with securities 
legislation. 

PART 7 - TRANSITION 

7.1 Transition - Application of Amendments 

The amendments to the Instrument and this Policy 
which came into effect on January 1, 2011 only 
apply to a preliminary prospectus, an amendment 
to a preliminary prospectus, a final prospectus or 
an amendment to a final prospectus of an issuer 
which includes financial statements of the issuer in 

respect of periods relating to financial years 
beginning on or after January 1, 2011. 

APPENDIX A - FINANCIAL STATEMENT 
DISCLOSURE REQUIREMENTS FOR SIGNIFICANT 
ACQUISITIONS [NOT REPRODUCED]
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APPENDIX B - SAMPLE ETF FACTS DOCUMENT  
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NATIONAL INSTRUMENT 81-102 
INVESTMENT FUNDS 

PART 1 - DEFINITIONS AND APPLICATION 

1.1 Definitions - In this Instrument 

“acceptable clearing corporation” [Repealed] 

“advertisement” means a sales communication that 
is published or designed for use on or through a 
public medium; 

“alternative mutual fund” means a mutual fund, 
other than a precious metals fund, that has 
adopted fundamental investment objectives that 
permit it to invest in physical commodities or 
specified derivatives, to borrow cash or engage in 
short selling in a manner not permitted for other 
mutual funds under this Instrument; 

“asset allocation service” means an administrative 
service under which the investment of a person or 
company is allocated, in whole or in part, among 
mutual funds to which this Instrument applies and 
reallocated among those mutual funds and, if 
applicable, other assets according to an asset 
allocation strategy; 

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

“borrowing agent” means any of the following: 

(a) a custodian or sub-custodian that holds assets 
in connection with a short sale transaction by 
an investment fund; 

(b) a qualified dealer from whom an investment 
fund borrows securities in order to sell them 
short; 

“cash cover” means any of the following assets of a 
an investment fund that are held by the investment 
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 investment fund or from a 
short sale of securities made by the investment 
fund: 

(a) cash; 

(b) cash equivalents; 

(c) synthetic cash; 

(d) receivables of the investment fund arising 
from the disposition of portfolio assets, net of 
payables arising from the acquisition of 
portfolio assets; 

(e) securities purchased by the investment fund in 
a reverse repurchase transaction under 

section 2.14, to the extent of the cash paid for 
those securities by the investment fund; 

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

(g) each floating rate evidence of indebtedness if 

(i) the floating interest rate of the 
indebtedness is reset no later than every 
185 days, and 

(ii) the principal amount of the indebtedness 
will continue to have a market value of 
approximately par at the time of each 
change in the rate to be paid to the 
holders of the evidence of indebtedness; 

(h) securities issued by a money market fund; 

“cash equivalent” means an evidence of 
indebtedness that has a remaining term to maturity 
of 365 days or less and that is issued, or fully and 
unconditionally guaranteed as to principal and 
interest, by 

(a) the government of Canada or the government 
of a jurisdiction, 

(b) the government of the United States of 
America, the government of one of the states 
of the United States of America, the 
government of another sovereign state or a 
permitted supranational agency, if, in each 
case, the evidence of indebtedness has a 
designated rating, 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; 

“cleared specified derivative” means a bilateral 
specified derivative that is accepted for clearing by 
a regulated clearing agency; 

“clearing corporation” means an organization 
through which trades in specified derivatives 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 investment objective to 
track the performance of another investment fund; 

“conventional convertible security” means a 
security of an issuer that is, according to its terms, 
convertible into, or exchangeable for, other 
securities of the issuer, or of an affiliate of the 
issuer; 

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

“conventional warrant or right” means a security of 
an issuer, other than a clearing corporation, that 
gives the holder the right to purchase securities of 
the issuer or of an affiliate of the issuer; 

“currency cross hedge” means the substitution by 
an investment fund of a risk to one currency for a 
risk to another currency, if neither currency is a 
currency in which the investment fund determines 
its net asset value per security and the aggregate 
amount of currency risk to which the investment 
fund is exposed is not increased by the 
substitution; 

“custodian” means the institution appointed by an 
investment fund to hold portfolio assets of the 
investment fund; 

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

“dealer managed mutual fund” [Repealed] 

“dealer manager” means 

(a) a specified dealer that acts as a portfolio 
adviser, 

(b) a portfolio adviser in which a specified dealer, 
or a partner, director, officer, salesperson or 
principal shareholder of a specified dealer, 
directly or indirectly owns of record or 
beneficially, or exercises control or direction 
over, securities carrying more than 10 percent 
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); 

“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 

(a) either 

(i) 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 
depreciation in the market price, value or 
level of one or more underlying interests 
on a predetermined date or dates, or 

(ii) the security provides the holder with a 
right to convert or exchange the security 
into or for the underlying interest or to 
purchase the underlying interest, and 

(b) on the date of acquisition by the mutual fund, 
the percentage of the purchase price 
attributable to the component of the security 

that is not linked to an underlying interest is 
less than 80 percent of the purchase price 
paid by the mutual fund; 

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

“designated rating” means a credit rating from a 
designated rating organization listed below, from a 
DRO affiliate of an organization listed below, from a 
designated rating organization that is a successor 
credit rating organization of an organization listed 
below or from a DRO affiliate of the successor 
credit rating organization, that is at or above one of 
the following corresponding rating categories, or 
that is at or above a category that replaces one of 
the following corresponding rating categories, if 

(a) there has been no announcement from the 
designated rating organization, from a DRO 
affiliate of the organization, from a designated 
rating organization that is a successor credit 
rating organization or from a DRO affiliate of 
the successor credit rating organization, of 
which the investment fund or its manager is or 
reasonably should be aware that the credit 
rating of the security or instrument to which 
the designated rating was given may be 
down-graded to a rating category that is not 
referred to in this definition, and 

(b) no designated rating organization listed below, 
no DRO affiliate of an organization listed 
below, no designated rating organization that 
is a successor credit rating organization of an 
organization listed below and no DRO affiliate 
of such successor credit rating organization, 
has rated the security or instrument in a rating 
category that is not referred to in this 
definition: 

Designated 
Rating 

Organization 

Commercial 
Paper/Short 
Term Debt 

Long Term 
Debt 

DBRS Limited R-1 (low) A 

Fitch Ratings, 
Inc. 

F1 A 

Moody’s 
Canada Inc. 

P-1 A2 

S&P Global 
Ratings 
Canada 

A-1 (Low) A 

 

“designated rating organization” means, if 
designated under securities legislation, any of 

(a) DBRS Limited, Fitch Ratings, Inc., Moody’s 
Canada Inc. or S&P Global Ratings Canada, 
or 
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(b) a successor credit rating organization of a 
credit rating organization listed in paragraph 
(a); 

“designated website” has the meaning ascribed to 
that term in National Instrument 81-106 Investment 
Fund Continuous Disclosure; 

“DRO affiliate” has the same meaning as in 
section 1 of National Instrument 25-101 Designated 
Rating Organizations; 

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

“fixed portfolio ETF” [Repealed] 

“fixed portfolio investment fund” means an 
exchange-traded mutual fund not in continuous 
distribution or a non-redeemable investment fund 
that 

(a) has fundamental investment objectives that 
include holding and maintaining a fixed 
portfolio of publicly traded equity securities of 
one or more issuers the names of which are 
disclosed in its prospectus, and 

(b) trades the securities referred to in paragraph 
(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 determined over the term of the obligation 
by reference to a commonly used benchmark 
interest rate and that satisfies any of the following: 

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

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

(i) the government of Canada or the 
government of a jurisdiction of Canada; 

(ii) the government of the United States of 
America, the government of one of the 
states of the United States of America, 
the government of another sovereign 
state or a permitted supranational 
agency, if, in each case, the evidence of 
indebtedness has a designated rating; 

“forward contract” means an agreement, not 
entered into with, or traded on, a stock exchange or 
futures exchange or cleared by a clearing 
corporation, to do one or more of the following on 

terms or at a price established by or determinable 
by reference to the agreement and at or by a time 
in the future established by or determinable by 
reference to the agreement: 

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

2. Settle in cash instead of delivery; 

“fundamental investment objectives” means the 
investment objectives of an investment fund that 
define both the fundamental nature of the 
investment fund and the fundamental investment 
features of the investment fund that distinguish it 
from other investment funds; 

“futures exchange” means an association or 
organization operated to provide the facilities 
necessary for the trading of standardized futures; 

“government security” means an evidence of 
indebtedness issued, or fully and unconditionally 
guaranteed as to principal and interest, by any of 
the government of Canada, the government of a 
jurisdiction or the government of the United States 
of America; 

“guaranteed mortgage” means a mortgage fully 
and unconditionally guaranteed, or insured, by the 
government of Canada, by the government of a 
jurisdiction or by an agency of any of those 
governments or by a corporation approved by the 
Office of the Superintendent of Financial 
Institutions to offer its services to the public in 
Canada as an insurer of mortgages; 

“hedging” means the entering into of a transaction, 
or a series of transactions, and the maintaining of 
the position or positions resulting from the 
transaction or series of transactions 

(a) if 

(i) the intended effect of the transaction, or 
the intended cumulative effect of the 
series of transactions, is to offset or 
reduce a specific risk associated with all 
or a portion of an existing investment or 
position or group of investments or 
positions, 

(ii) the transaction or series of transactions 
results in a high degree of negative 
correlation between changes in the value 
of the investment or position, or group of 
investments or positions, being hedged 
and changes in the value of the 
instrument or instruments with which the 
investment or position is hedged, and 

(iii) there are reasonable grounds to believe 
that the transaction or series of 
transactions no more than offset the 
effect of price changes in the investment 
or position, or group of investments or 
positions, being hedged, or 
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(b) if the transaction, or series of transactions, is 
a currency cross hedge; 

“IIROC” means the Investment Industry Regulatory 
Organization of Canada; 

“illiquid asset” means 

(a) 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 net 
asset value per security of the investment 
fund, or 

(b) a restricted security held by an investment 
fund; 

“independent review committee” means the 
independent review committee of the investment 
fund established under National Instrument 81-107 
Independent Review Committee for Investment 
Funds; 

“index mutual fund” means a mutual fund that has 
adopted fundamental investment objectives that 
require the mutual fund to 

(a) hold the securities that are included in a 
permitted index or permitted indices of the 
mutual fund in substantially the same 
proportion as those securities are reflected in 
that permitted index or those permitted 
indices, or 

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

“index participation unit” means a security traded 
on a stock exchange in Canada or the United 
States and issued by an issuer the only purpose of 
which is to 

(a) hold the securities that are included in a 
specified widely-quoted market index in 
substantially the same proportion as those 
securities are reflected in that index, or 

(b) invest in a manner that causes the issuer to 
replicate the performance of that index; 

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

“investment fund conflict of interest reporting 
requirements” means the provisions of securities 
legislation that are referred to in Appendix E; 

“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, 

(a) 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 the non-redeemable 
investment fund; 

“Joint Regulatory Financial Questionnaire and 
Report” [Repealed] 

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

(a) an option, entitles the investment fund to elect 
to purchase, sell, receive or deliver the 
underlying interest or, instead, pay or receive 
cash, 

(b) a standardized future or forward contract, 
obliges the investment fund to accept delivery 
of the underlying interest or, instead, pay or 
receive cash, 

(c) a call option on futures, entitles the investment 
fund to elect to assume a long position in 
standardized futures, 

(d) a put option on futures, entitles the investment 
fund to elect to assume a short position in 
standardized futures, and 

(e) a swap, obliges the investment fund to accept 
delivery of the underlying interest or receive 
cash; 

“management expense ratio” means the ratio, 
expressed as a percentage, of the expenses of an 
investment fund to its average net asset value, 
calculated in accordance with Part 15 of National 
Instrument 81-106 Investment Fund Continuous 
Disclosure; 

“manager” means an investment fund manager; 

“manager-prescribed number of units” means, in 
relation to an exchange-traded mutual fund that is 
in continuous distribution, the number of units 
determined by the manager from time to time for 
the purposes of subscription orders, exchanges, 
redemptions or for other purposes; 

“material change” has the meaning ascribed to that 
term in National Instrument 81-106 Investment  
Fund Continuous Disclosure; 

“member of the organization” has the meaning 
ascribed to that term in National Instrument 81-105 
Mutual Fund Sales Practices; 

“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 real property in order to secure 
a debt; 
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“mutual fund conflict of interest investment 
restrictions” [Repealed] 

“mutual fund conflict of interest reporting 
requirements” [Repealed] 

“mutual fund rating entity” means an entity 

(a)  that rates or ranks the performance of mutual 
funds or asset allocation services through an 
objective methodology that is 

(i)  based on quantitative performance 
measurements, 

(ii)  applied consistently to all mutual funds or 
asset allocation services rated or ranked 
by it, and 

(iii)  disclosed on the entity’s website, 

(b)  that is not a member of the organization of 
any mutual fund, and 

(c)  whose services to assign a rating or ranking to 
any mutual fund or asset allocation service 
are not procured by the promoter, manager, 
portfolio adviser, principal distributor or 
participating dealer of any mutual fund or 
asset allocation service, or any of their 
affiliates; 

“net asset value” means the value of the total 
assets of the investment fund less the value of the 
total liabilities, other than net assets attributable to 
securityholders, of the investment fund, as at a 
specific date, determined in accordance with 
Part 14 of National Instrument 81-106 Investment 
Fund Continuous Disclosure; 

“NI 81-107” means National Instrument 81-107 
Independent Review Committee for Investment 
Funds; 

“non-resident sub-adviser” means a person or 
company providing portfolio management advice 

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

(b) that advises a portfolio adviser to an 
investment fund, and 

(c) that is not registered under securities 
legislation in the jurisdiction in which the 
portfolio adviser that it advises is located; 

“non-redeemable investment fund” has the 
meaning ascribed to that term in National 
Instrument 81-106 Investment Fund Continuous 
Disclosure; 

“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 quantity 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; 

“option on futures” means an option the underlying 
interest of which is a standardized future; 

“order receipt office” means, for a mutual fund 

(a) the principal office of the mutual fund, 

(b) the principal office of the principal distributor 
of the mutual fund, or 

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

“overall rating or ranking” means a rating or ranking 
of a mutual fund or asset allocation service that is 
calculated from standard performance data for one 
or more performance measurement periods, which 
includes the longest period for which the mutual 
fund or asset allocation service is required under 
securities legislation to calculate standard 
performance data, other than the period since the 
inception of the mutual fund; 

“participating dealer” means a dealer other than the 
principal distributor that distributes securities of a 
mutual fund; 

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

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

“permitted gold certificate” [Repealed] 

“permitted index” means, in relation to a mutual 
fund, a market index that is 

(a) both 

(i) administered by an organization that is 
not affiliated with any of the mutual fund, 
its manager, its portfolio adviser or its 
principal distributor, and 

(ii) available to persons or companies other 
than the mutual fund, or 

(b) widely recognized and used; 

“permitted precious metal” means gold, silver, 
platinum or palladium; 

“permitted precious metal certificate” means a 
certificate representing a permitted precious metal 
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if the permitted precious metal is held in Canada in 
the form of bars or wafers and is 

(a) available for delivery in Canada, free of 
charge, to or to the order of the holder of the 
certificate, 

(b) in the case of a certificate representing gold, 
of a minimum fineness of 995 parts per 1000, 

(c) in the case of a certificate representing silver, 
platinum or palladium, of a minimum fineness 
of 999 parts per 1000, and 

(d) if not purchased from a bank listed in 
Schedule, I, II or III of the Bank Act (Canada), 
fully insured against loss and bankruptcy by 
an insurance company licensed under the 
laws of Canada or a jurisdiction; 

“permitted supranational agency” means the 
African Development Bank, the Asian Development 
Bank, the Caribbean Development Bank, the 
European Bank for Reconstruction and 
Development, the European Investment Bank, the 
Inter-American Development Bank, the 
International Bank for Reconstruction and 
Development and the International Finance 
Corporation; 

“physical commodity”, means, electricity, water, or, 
in an original or processed state, an agricultural 
product, forest product, product of the sea, mineral, 
metal, hydrocarbon fuel product, precious stone or 
other gem; 

“portfolio adviser” means a person or company that 
provides investment advice or portfolio 
management services under a contract with the 
investment fund or with the manager of the 
investment fund; 

“portfolio asset” means an asset of an investment 
fund; 

“precious metals fund” means a mutual fund that 
has adopted a fundamental investment objective to 
invest primarily in one or more permitted precious 
metals; 

“pricing date” means, for the sale of a security of a 
mutual fund, the date on which the net asset value 
per security of the mutual fund is calculated for the 
purpose of determining the price at which that 
security is to be issued; 

“principal distributor” means a person or company 
through whom securities of a mutual fund are 
distributed under an arrangement with the mutual 
fund or its manager that provides 

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

(b) a feature that gives or is intended to give the 
person or company 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 an 
investment fund, any quotation of a price for any of 
the following: 

(a) a fixed income security made through the 
inter-dealer bond market, 

(b) a foreign currency forward or foreign currency 
option in the interbank market; 

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

“qualified security” means 

(a) an evidence of indebtedness that is issued, or 
fully and unconditionally guaranteed as to 
principal and interest, by 

(i) the government of Canada or the 
government of a jurisdiction, 

(ii) the government of the United States of 
America, the government of one of the 
states of the United States of America, 
the government of another sovereign 
state, or a permitted supranational 
agency, if, in each case, the evidence of 
indebtedness has a designated rating, or 

(iii) 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, or 

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

“redemption payment date” [Repealed] 

“regulated clearing agency” has the meaning 
ascribed to that term in National Instrument 94-101 
Mandatory Central Counterparty Clearing of 
Derivatives; 

“report to securityholders” means a report that 
includes annual financial statements or interim 
financial reports, or an annual or interim 
management report of fund performance, and that 
is delivered to securityholders of an investment 
fund; 

“restricted security” means a security, other than a 
specified derivative, the resale of which is restricted 
or limited by a representation, undertaking or 
agreement by the investment fund or by the 
investment fund’s predecessor in title, or by law; 
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“sales communication” means a communication 
relating to, and by, an investment fund or asset 
allocation service, its promoter, manager, portfolio 
adviser, principal distributor, a participating dealer 
or a person or company providing services to any 
of them, that 

(a)  is made 

(i) to a securityholder of the investment fund 
or participant in the asset allocation 
service, or 

(ii) to a person or company 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 following documents of 
the investment fund: 

1. A prospectus or preliminary or pro forma 
prospectus. 

2. [Repealed] 

3. A fund facts document or preliminary or 
pro forma fund facts document. 

3.1 An ETF facts document or preliminary or 
pro forma ETF facts document. 

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

5. A trade confirmation.  

6. A statement of account. 

7. Annual or interim management report of 
fund performance; 

“scholarship plan” has the meaning ascribed to that 
term in section 1.1 of National Instrument 81-106 
Investment Fund Continuous Disclosure; 

“short position” means a position held by an 
investment fund that, for 

(a) an option, obliges the investment fund, at the 
election of another, to purchase, sell, receive 
or deliver the underlying interest, or, instead, 
pay or receive cash, 

(b) a standardized future or forward contract, 
obliges the investment fund, at the election of 
another, to deliver the underlying interest or, 
instead, pay or receive cash, 

(c) a call option on futures, obliges the investment 
fund, at the election of another, to assume a 
short position in standardized futures, and 

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

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

“specified asset-backed security” means a security 
that 

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

(b) by its terms entitles an investor in that security 
to a return of the investment of that investor at 
or by a time established by or determinable by 
reference to an agreement, except as a result 
of losses incurred on, or the non-performance 
of, the financial assets; 

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

(a) acting solely in respect of mutual fund 
securities;  

(b) acting solely in respect of transactions in 
which a person or company registered in the 
category of exempt market dealer in a 
jurisdiction is permitted to engage; 

“specified derivative” means an instrument, 
agreement or security, the market price, value or 
payment obligations of which are derived from, 
referenced to or based on an underlying interest, 
other than 

(a) a conventional convertible security, 

(b) a specified asset backed security, 

(c) an index participation unit, 

(d) a government or corporate strip bond, 

(e) a capital, equity dividend or income share of a 
subdivided equity or fixed income security, 

(f) a conventional warrant or right, or 

(g) 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 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: 
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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 appointed to hold portfolio 
assets of the investment fund in accordance with 
section 6.1 by either the custodian or a 
sub-custodian of the investment fund; 

“successor credit rating organization” means, with 
respect to a credit rating organization, any credit 
rating organization that succeeded to or otherwise 
acquired all or substantially all of another credit 
rating organization’s business in Canada, whether 
through a restructuring transaction or otherwise, if 
that business was, at any time, owned by the first 
mentioned credit rating organization; 

“swap” means an agreement that provides for 

(a) an exchange of principal amounts, 

(b) the obligation to make, and the right to 
receive, cash payments based upon the 
value, level or price, or on relative changes or 
movements of the value, level or price, of one 
or more underlying interests, which payments 
may be netted against each other, or 

(c) the right or obligation to make, and the right or 
obligation to receive, physical delivery of an 
underlying interest instead of the cash 
payments referred to in paragraph (b); 

“synthetic cash” means a position that in aggregate 
provides the holder with the economic equivalent of 
the return on a banker’s acceptance accepted by a 
bank listed in Schedule I of the Bank Act (Canada) 
and that consists of 

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

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

(ii) the ratio between the value of the 
portfolio of shares and the standardized 
future is such that, for any change in the 
value of one, a change of similar 
magnitude occurs in the value of the 
other 

(b) a long position in the evidences of 
indebtedness issued, or fully and 
unconditionally guaranteed as to principal and 
interest, by any of the government 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 

(i) 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 

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

“underlying interest” means, for a specified 
derivative, the security, commodity, financial 
instrument, currency, interest rate, foreign 
exchange rate, economic indicator, index, basket, 
agreement, benchmark or any other reference, 
interest or variable, and, if applicable, the 
relationship between any of the foregoing, from, to 
or on which the market price, value or payment 
obligation of the specified derivative is derived, 
referenced or based; 

“underlying market exposure” means, for a position 
of an investment fund in 

(a) an option, the quantity of the underlying 
interest of the option position multiplied by the 
market value of one unit of the underlying 
interest, multiplied, in turn, by the delta of the 
option, 

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

(c) a swap, the underlying market exposure, as 
calculated under paragraph (b), for the long 
position of the investment fund in the swap, 

“U.S. GAAP” has the same meaning as in section 
1.1. of National Instrument 52-107 Acceptable 
Accounting Principles and Auditing Standards;  

“U.S. AICPA GAAS” has the same meaning as in 
section 1.1 of National Instrument 52-107 
Acceptable Accounting Principles and Auditing 
Standards; 

“U.S. PCAOB GAAS” has the same meaning as in 
section 1.1. of National Instrument 52-107 
Acceptable Accounting Principles and Auditing 
Standards. 
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1.2  Application 

(1) This Instrument applies only to 

(a) a mutual fund that offers or has offered 
securities under a prospectus for so long 
as the mutual fund remains a reporting 
issuer, 

(a.1)a non-redeemable investment fund that is 
a reporting issuer, and  

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

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

(2.1) Despite subsection (1), section 2.5.1 also 
applies to an investment fund that is not a 
reporting issuer. 

(3) Despite subsection (1), in Québec, in respect 
of investment funds organized under an Act to 
establish the Fonds de solidarité des 
travailleurs du Québec (F.T.Q.) (chapter F-
3.2.1), an Act to establish Fondaction, le 
Fonds de développement de la Confédération 
des syndicats nationaux pour la coopération 
et l'emploi (chapter F-3.1.2), or an Act 
constituting Capital régional et coopératif 
Desjardins (chapter C-6.1), the following 
requirements apply: 

(a) section 2.6.1 and sections 2.7 to 2.17; 

(b) Part 6; 

(c) Part 15, except for paragraph 15.8(2)(b); 

(d) Part 19; 

(e) Part 20. 

(4)  For greater certainty, in British Columbia, if a 
provision of this Instrument conflicts or is 
inconsistent with a provision of the Employee 
Investment Act (British Columbia) or the Small 
Business Venture Capital Act (British 
Columbia), the provision of the Employee 
Investment Act or the Small Business Venture 
Capital Act, as the case may be, prevails. 

(5) Despite paragraph (1)(a.1), the following 
provisions do not apply to a non-redeemable 
investment fund that was established before 
October 4, 2018, unless the fund has filed a 
prospectus for which a receipt was issued 
after that date: 

(a) sections 2.1 and 2.4, 

(b) paragraphs 2.6(1)(a), (b) and (c), and 
subsection 2.6(2), and 

(c) sections 2.6.1, 2.6.2 and 2.9.1. 

1.3 Interpretation 

(1) Each section, part, class or series of a class of 
securities of an investment fund that is 
referable to a separate portfolio of assets is 
considered to be a separate investment fund 
for purposes of this Instrument. 

(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. 

(3) [Repealed] 

PART 2 - INVESTMENTS 

2.1 Concentration Restriction 

(1) A mutual fund, other than an alternative 
mutual fund, must not purchase a security of 
an issuer, enter into a specified derivatives 
transaction or purchase an index participation 
unit if, immediately after the transaction, more 
than 10% of its net asset value, would be 
invested in securities of any one issuer. 

(1.1) An alternative mutual fund or a non-
redeemable investment fund must not 
purchase a security of an issuer, enter into a 
specified derivatives transaction or purchase 
an index participation unit if, immediately after 
the transaction, more than 20% of its net 
asset value would be invested in securities of 
any one issuer. 

(2) Subsections (1) and (1.1) do not apply to the 
purchase of any of the following: 

(a) a government security; 

(b) a security issued by a clearing 
corporation; 

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

(d) an index participation unit that is a 
security of an investment fund; 

(e) an equity security if the purchase is made 
by a fixed portfolio iinvestment fund in 
accordance with its investment 
objectives. 

(3) For the purposes of this section, for each long 
position in a specified derivative that is held by 
an investment fund for a purpose other than 
hedging and for each index participation unit 
held by the investment fund, the investment 
fund is considered to hold directly the 
underlying interest of that specified derivative 
or its proportionate share of the securities held 
by the issuer of the index participation unit. 

(4) Despite subsection (3), for the purposes of 
this section, an investment fund is considered 
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to not hold a security or instrument if that 
security or instrument is a component of, but 
represents less than 10% of, 

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

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

Editor’s Note: The references to Form 81-101F1 in 
subsection (5) below are to the requirements that existed 
prior to the amendments that came into force on January 
6, 2022. Please see subsection (5) of Item 4 and 
subsection (7) of Item 9 of Part B of Form 81-101F1 
effective as of January 6, 2022. 

(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 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. 

2.2 Control Restrictions 

(1) An investment fund must not purchase a 
security of an issuer 

(a)  if, immediately after the purchase, the 
investment fund would hold securities 
representing more than 10% of 

(i) the votes attaching to the 
outstanding voting securities of the 
issuer; or 

(ii) the outstanding equity securities of 
the issuer; or 

(b)  for the purpose of exercising control over, 
or management of, the issuer. 

(1.1) Subsection (1) does not apply to the purchase 
of any of the following: 

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

(b) an index participation unit that is a 
security of an investment fund. 

(2) If an investment fund acquires a security of an 
issuer other than as the result of a purchase, 
and the acquisition results in the investment 
fund exceeding the limits described in 
paragraph (1)(a), the investment fund must as 
quickly as is commercially reasonable, and in 
any event no later than 90 days after the 
acquisition, reduce its holdings of those 
securities so that it does not hold securities 
exceeding those limits. 

(3) In determining its compliance with the 
restrictions contained in this section, an 
investment fund must 

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

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

2.3 Restrictions Concerning Types of Investments 

(1)  A mutual fund must not do any of the 
following: 

(a) purchase real property; 

(b) purchase a mortgage, other than a 
guaranteed mortgage; 

(c) 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 precious metal 
certificate, other than a permitted 
precious metal certificate; 

(e) purchase a permitted precious 
metal, a permitted precious metal 
certificate, or a specified derivative 
of which the underlying interest is a 
physical commodity if, immediately 
after the purchase, more than 10% 
of the mutual fund’s net asset value 
would be made up of permitted 
precious metals, permitted precious 
metal certificates, or specified 
derivatives of which the underlying 
interests are physical commodities; 

(f) purchase a physical commodity, 
except to the extent permitted by 
paragraph (d) or (e); 

(g) purchase, sell or use a specified 
derivative other than in compliance 
with sections 2.7 to 2.11; or 

(h) [Repealed] 

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

(1.1) Paragraphs (1)(d), (e) and (f) do not apply 
to an alternative mutual fund. 

(1.2) Paragraph (1)(e) does not apply to a 
precious metals fund with respect to 
purchasing a permitted precious metal, a 
permitted precious metal certificate or a 
specified derivative of which the underlying 
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interest is one or more permitted precious 
metals. 

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

(a) purchase real property; 

(b) purchase a mortgage, other than a 
guaranteed mortgage; 

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

(3) For the purposes of this section, for each 
long position in a specified derivative that is 
held by an investment fund for a purpose 
other than hedging and for each index 
participation unit or underlying investment 
fund held by the investment fund, the 
investment fund is considered to hold 
directly the underlying interest of that 
specified derivative or its proportionate 
share of the assets held by the issuer of the 
index participation unit or underlying 
investment fund. 

(4) Despite subsection (3), for the purposes of 
this section, an investment fund is 
considered to not hold a security or 
instrument if that security or instrument is a 
component of, but represents less than 10% 
of, 

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

(b) the securities held by the issuer of 
an index participation unit or 
underlying investment fund. 

2.4 Restrictions Concerning Illiquid Assets 

(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 hold, 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, take all 
necessary steps to reduce the percentage 
of its net asset value made up of illiquid 
assets to 15% or less. 

(4) A non-redeemable investment fund must 
not purchase an illiquid asset if, immediately 
after the purchase, more than 20% of its net 

asset value would be made up of illiquid 
assets. 

(5) A non-redeemable investment fund must 
not hold, for a period of 90 days or more, 
more than 25% of its net asset value in 
illiquid assets. 

(6) If more than 25% of the net asset value of a 
non-redeemable investment fund is made 
up of illiquid assets, the non-redeemable 
investment fund must, as quickly as 
commercially reasonable, take all 
necessary steps to reduce the percentage 
of its net asset value made up of illiquid 
assets to 25% or less. 

2.5 Investments in Other Investment Funds 

(1) For the purposes of this section, an 
investment fund is considered to be holding 
a security of another investment fund if 

(a) it holds securities issued by the other 
investment fund, or 

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

(2) An investment fund must not purchase or 
hold a security of another investment fund 
unless: 

(a)  if the investment fund is a mutual fund, 
other than an alternative mutual fund, 
either of the following applies: 

(i) the other investment fund is a 
mutual fund, other than an 
alternative mutual fund, that is 
subject to this Instrument; 

(ii) the other investment fund is an 
alternative mutual fund or a non-
redeemable investment fund that is 
subject to this Instrument and, at 
the time of the purchase of that 
security, the investment fund holds 
no more than 10% of its net asset 
value in securities of alternative 
mutual funds and non-redeemable 
investment funds. 

(a.1)  if the investment fund is an alternative 
mutual fund or a non-redeemable 
investment fund, one or both of the 
following apply: 

(i)  the other investment fund is subject 
to this Instrument; 

(ii) the other investment fund complies 
with the provisions of this 
Instrument applicable to an 
alternative mutual fund or a non-
redeemable investment fund; 
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(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)  the other investment fund is a 
reporting issuer in a jurisdiction, 

(c.1)  [Repealed] 

(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 investment fund in 
relation to its purchases or 
redemptions of the securities of the 
other investment fund if the other 
investment fund is managed by the 
manager or an affiliate or associate of 
the manager of the investment fund, 
and 

(f) no sales fees or redemption fees are 
payable by the investment fund in 
relation to its purchases or 
redemptions of securities of the other 
investment fund that, to a reasonable 
person, would duplicate a fee payable 
by an investor in the investment fund. 

(3) Paragraphs (2)(a), (a.1) and (c) do not 
apply if the security 

(a) is an index participation unit issued by 
an investment fund, or 

(b) is issued by another investment fund 
established with the approval of the 
government of a foreign jurisdiction 
and the only means by which the 
foreign jurisdiction permits investment 
in the securities of issuers of that 
foreign jurisdiction is through that type 
of investment fund. 

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

(a) is a clone fund, or 

(b) in accordance with this 
section purchases or holds securities 

(i) of a money market fund, or 

(ii) that are index participation units 
issued by an investment fund. 

(5) Paragraphs (2)(e) and (f) do not apply to 
brokerage fees incurred for the purchase or 
sale of securities issued by an investment 
fund that are listed for trading on a stock 
exchange. 

(6) 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 

(a) must not vote any of those securities, 
and 

(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. 

2.5.1 Investments in Other Investment Funds by 
Funds Not Reporting Issuers  

(1)  In this section, “significant interest” and 
“substantial security holder” have the 
meaning, 

(a)  except in British Columbia, ascribed to 
those terms in the investment fund 
conflict of interest investment 
restrictions, and  

(b)  in British Columbia, ascribed to those 
terms in section 2 of BC Instrument 81-
513 Self-Dealing. 

(2) The investment fund conflict of interest 
investment restrictions and the investment 
fund conflict of interest reporting 
requirements do not apply to an investment 
fund that is not a reporting issuer and that 
purchases or holds securities of another 
investment fund that is not a reporting issuer 
if 

(a)  the investment fund’s securities are 
distributed solely under an exemption 
from the prospectus requirement,  

(b)  the purchase or holding is in 
accordance with paragraphs 2.5(2)(b), 
(d), (e) and (f), 

(c)  the other investment fund prepares 
annual financial statements for its most 
recently completed financial year, and 
obtains an auditor’s report with respect 
to those statements, within 90 days 
after the end of that financial year,  

(d) the other investment fund prepares 
interim financial statements for its most 
recently completed interim period within 
60 days after the end of that interim 
period,  
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(e)  the audited annual financial statements 
referred to in paragraph (c) and the 
interim financial statements referred to 
in paragraph (d) are prepared in 
accordance with Canadian GAAP 
applicable to publicly accountable 
enterprises, IFRS or U.S. GAAP,  

(f)  the audited annual financial statements 
referred to in paragraph (c) are audited 
in accordance with Canadian GAAS, 
International Standards on Auditing, 
U.S. AICPA GAAS or U.S. PCAOB 
GAAS and the auditor’s report referred 
to in paragraph (c) expresses an 
unmodified or unqualified opinion, as 
applicable,  

(g)  the other investment fund complies with 
section 2.4,  

(h)  the other investment fund has the same 
redemption and valuation dates as the 
investment fund,  

(i)  any purchase of the other fund’s 
securities is made at a price that equals 
the net asset value per security of the 
other fund calculated in accordance 
with section 14.2 of National Instrument 
81-106 Investment Fund Continuous 
Disclosure,  

(j) before an investor purchases securities 
of the investment fund, the investor is 
provided a document that discloses 

(i)  that the fund may purchase 
securities of other related funds 
from time to time,  

(ii)  that the manager of the fund is 
any of the following, as applicable:  

(A)  the manager of each of the 
other funds;  

(B)  the portfolio adviser of each 
of the other funds;  

(C)  an affiliate of the manager of 
each of the other funds;  

(D)  an affiliate of the portfolio 
adviser of each of the other 
funds, 

(iii)  the approximate or maximum 
percentage of net assets of the 
fund that is intended to be 
invested in securities of the other 
fund,  

(iv)  the fees, expenses and any 
performance or special incentive 
distributions payable by the other 
fund,  

(v)  the process or criteria used to 
select the other fund,  

(vi)  for each officer, director or 
substantial security holder of the 
fund’s manager, or of the fund, 
that has a significant interest in 
the other fund, the approximate 
amount of the significant interest 
that each officer, director or 
substantial securityholder holds in 
the other fund expressed as a 
percentage of the other fund’s net 
asset value, and any conflicts of 
interest or potential conflicts of 
interest,  

(vii)  if the officers, directors and 
substantial securityholders of the 
fund’s manager or of the fund, in 
aggregate, hold a significant 
interest in the other fund, 

(A)  the actual or approximate 
amount of the significant 
interest they hold, on an 
aggregate basis, expressed 
as a percentage of the other 
fund’s net asset value, and  

(B)  any conflicts of interest or 
potential conflicts of interest, 
and  

(viii)  that investors are entitled to 
receive, on request and free of 
charge,  

(A)  a copy of the offering 
memorandum or other 
similar disclosure document 
of each other fund, if 
available, and  

(B)  the audited annual financial 
statements, accompanied by 
an auditor’s report, and 
interim financial statements, 
if any, relating to each other 
fund, and 

(k) investors are informed annually of their 
right to receive, on request and free of 
charge, a copy of the documents referred 
to in subparagraph (j)(viii). 

(3) The investment fund conflict of interest 
investment restrictions and the investment 
fund conflict of interest reporting 
requirements do not apply to an investment 
fund that is not a reporting issuer and that 
purchases or holds securities of another 
investment fund if the other investment fund 
is a reporting issuer and the purchase or 
holding is in accordance with section 2.5. 
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2.6 Borrowing and Other Investment Practices 

(1) An investment fund must not, 

(a) borrow cash or provide a security interest 
over any of its portfolio assets unless 

(i) the transaction is a temporary 
measure to accommodate requests 
for the redemption of securities of the 
investment fund while the investment 
fund effects an orderly liquidation of 
portfolio assets, or to permit the 
investment fund to settle portfolio 
transactions and, after giving effect 
to all transactions undertaken under 
this subparagraph, the outstanding 
amount of all borrowings of the 
investment fund does not exceed 5% 
of its net asset value at the time of 
the borrowing, 

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

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

(iv)  in the case of an exchange-traded 
mutual fund that is not in continuous 
distribution or a non-redeemable 
investment fund, the transaction is to 
finance the acquisition of its portfolio 
securities and the outstanding 
amount of all borrowings is repaid on 
the closing of its initial public offering; 

(b) purchase securities on margin, unless 
permitted by section 2.7 or 2.8; 

(c) sell securities short other than in 
compliance with section 2.6.1, unless 
permitted by section 2.7 or 2.8; 

(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; 

(f) lend cash or portfolio assets other than 
cash; 

(g) guarantee securities or obligations of a 
person or company; or 

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

(2) Despite paragraphs (1)(a) and (b), an 
alternative mutual fund or a non-redeemable 
investment fund may borrow cash or provide a 
security interest over any of its portfolio assets 
if each of the following apply: 

(a) any borrowing of cash is 

(i) from an entity described in section 
6.2 or 6.3, and 

(ii) if the lender is an affiliate or 
associate of the investment fund 
manager of the alternative mutual 
fund or non-redeemable investment 
fund, under a borrowing agreement 
approved by the independent review 
committee as required under section 
5.2 of NI 81-107; 

(b) the borrowing agreement is in 
accordance with normal industry practice 
and on standard commercial terms for the 
type of transaction; 

(c) the value of cash borrowed, when 
aggregated with the value of all 
outstanding borrowing by the alternative 
mutual fund or non-redeemable 
investment fund, does not exceed 50% of 
the alternative mutual fund or non-
redeemable investment fund’s net asset 
value. 

2.6.1 Short Sales 

(1) An investment fund may sell a security short if 

(a) the security sold short is sold for cash; 

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

(i) a security that the investment fund is 
otherwise not permitted by securities 
regulations to purchase at the time of 
the short sale transaction; 

(ii) an illiquid asset; 

(iii) a security of an investment fund 
other than an index participation unit; 
and 

(c) at the time the investment fund sells the 
security short, 

(i) the investment fund has borrowed or 
arranged to borrow from a borrowing 
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agent the security that is to be sold 
under the short sale, 

(ii) if the investment fund is a mutual 
fund, other than an alternative mutual 
fund, the aggregate market value of 
the 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, 

(iii) if the investment fund is a mutual 
fund, other than an alternative mutual 
fund, the aggregate market value of 
the securities sold short by the 
mutual fund does not exceed 20% of 
the net asset value of the mutual 
fund, 

(iv) if the investment fund is an 
alternative mutual fund or a 
non-redeemable investment fund, the 
aggregate market value of the 
securities of the issuer of the 
securities sold short by the 
investment fund, other than 
government securities sold short by 
an alternative mutual fund or 
non-redeemable investment fund, 
does not exceed 10% of the net 
asset value of the investment fund, 
and 

(v) if the investment fund is an 
alternative mutual fund or a non-
redeemable investment fund, the 
aggregate market value of the 
securities sold short by the 
investment fund does not exceed 
50% of the net asset value of the 
investment fund. 

(2) A mutual fund other than an alternative 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 the securities 
sold short by the mutual fund on a daily mark-
to-market basis. 

(3) A mutual fund, other than an alternative 
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. 

2.6.2 Total Borrowing and Short Sales 

(1) Despite sections 2.6 and 2.6.1, an investment 
fund must not borrow cash or sell securities 
short if, immediately after entering into a cash 
borrowing or short selling transaction, the 
aggregate value of cash borrowed combined 
with the aggregate market value of the 
securities sold short by the investment fund 

would exceed 50% of the investment fund’s 
net asset value. 

(2) Despite sections 2.6 and 2.6.1, if the 
aggregate value of cash borrowed combined 
with the aggregate market value of the 
securities sold short by the investment fund 
exceeds 50% of the investment fund’s net 
asset value, the investment fund must, as 
quickly as is commercially reasonable, take all 
necessary steps to reduce the aggregate 
value of cash borrowed combined with the 
aggregate market value of securities sold 
short to 50% or less of the investment fund’s 
net asset value. 

2.7 Transactions in Specified Derivatives for 
Hedging and Non-hedging Purposes 

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

(a) in the case of an option, the option is a 
clearing corporation option; 

(b) the option, debt-like security, swap or 
forward contract, has a designated rating; 

(c) the equivalent debt of the counterparty, or 
of a person or company that has fully and 
unconditionally guaranteed the 
obligations of the counterparty in respect 
of the option, debt-like security, swap or 
forward contract, has a designated rating; 

(d) the option, debt-like security, swap or 
forward contract is a cleared specified 
derivative. 

(2) If the credit rating of an option, debt-like 
security, swap or forward contract, or the 
credit rating of the equivalent debt of the writer 
or guarantor of the option, debt-like security, 
swap or forward contract, falls below the level 
of designated rating while the option, debt-like 
security, swap or forward contract is held by 
an investment fund , the investment fund must 
take the steps that are reasonably required to 
close out its position in the option, debt-like 
security, swap or forward contract in an 
orderly and timely fashion, unless either of the 
following applies: 

(a) the option is a clearing corporation option; 

(b) the option, debt-like security, swap or 
forward contract is a cleared specified 
derivative. 

(3) Despite any other provisions contained in this 
Part, an investment fund may enter into a 
trade to close out all or part of a position in a 
specified derivative, in which case the cash 
cover held to cover the underlying market 
exposure of the part of the position that is 
closed out may be released. 
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(4) The mark-to-market value of the exposure of 
an investment fund under its specified 
derivatives positions with any one 
counterparty, 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 investment fund unless either of 
the following applies: 

(a) the specified derivative is a cleared 
specified derivative; 

(b) the equivalent debt of the counterparty, or 
of a person or company that has fully and 
unconditionally guaranteed the 
obligations of the counterparty in respect 
of the specified derivative, has a 
designated rating. 

(5) The mark-to-market value of specified 
derivatives positions of an investment fund 
with any one counterparty must be, for the 
purposes of subsection (4), 

(a) if the investment 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 investment 
fund; and 

(b) in all other cases, the aggregated 
mark-to-market value of the specified 
derivative positions of the investment 
fund. 

(6) Subsections (1), (2) and (3) do not apply to an 
alternative mutual fund or a non-redeemable 
investment fund. 

2.8 Transactions in Specified Derivatives for 
Purposes Other than Hedging 

(0.1) This section does not apply to an alternative 
mutual fund. 

(1) A mutual fund must not 

(a) purchase a debt-like security that has an 
options component or an option, unless, 
immediately after the purchase, not more 
than 10 percent of its net asset value 
would be made up of those instruments 
held for purposes other than hedging; 

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

(i) an equivalent quantity of the 
underlying interest of the option, 

(ii) a right or obligation, exercisable at 
any time that the option is 
exercisable, to acquire an equivalent 
quantity of the underlying interest of 
the option, and cash cover that, 
together with margin on account for 

the position, is not less than the 
amount, if any, by which the strike 
price of the right or obligation to 
acquire the underlying interest 
exceeds the strike price of the option, 
or 

(iii) a combination of the positions 
referred to in subparagraphs (i) and 
(ii) that is sufficient, without recourse 
to other assets of the mutual fund, to 
enable the mutual fund to satisfy its 
obligations to deliver the underlying 
interest of the option; 

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

(i) 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, 

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

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

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

(e) open or maintain a short position in a 
standardized future or forward contract, 
unless the mutual fund holds 

(i) an equivalent quantity of the 
underlying interest of the future or 
contract, 

(ii) a right or obligation to acquire an 
equivalent quantity of the underlying 
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interest of the future or contract and 
cash cover that together with margin 
on account for the position is not less 
than the amount, if any, by which the 
strike price of the right or obligation 
to acquire the underlying interest 
exceeds the forward price of the 
contract, or 

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

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

(i) for periods when the mutual fund 
would be entitled to receive 
payments under the swap, the 
mutual fund holds cash cover in an 
amount that, together with margin on 
account for the swap and the market 
value of the swap, is not less than, 
on a daily mark-to-market basis, the 
underlying market exposure of the 
swap; and 

(ii) for periods when the mutual fund 
would be required to make payments 
under the swap, the mutual fund 
holds 

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

(B) a right 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 

(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 I of the Bank Act 
(Canada) that would produce the same 

annualized return as the synthetic cash 
position is then producing. 

2.9 Transactions in Specified Derivatives for 
Hedging Purposes 

(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 derivatives by a non-redeemable 
investment fund for hedging purposes. 

2.9.1 Aggregate Exposure to Borrowing, Short 
Selling and Specified Derivatives  

(1) An alternative mutual fund or non-redeemable 
investment fund’s aggregate exposure to cash 
borrowing, short selling and specified 
derivatives transactions must not exceed 
300% of the fund’s net asset value. 

(2) For the purposes of subsection (1), an 
alternative mutual fund or non-redeemable 
investment fund’s aggregate exposure is the 
sum of the following, divided by the fund’s net 
asset value: 

(a) the aggregate value of the alternative 
mutual fund’s or non-redeemable 
investment fund’s outstanding 
indebtedness under any borrowing 
agreements to which subsection 2.6(2) 
applies, 

(b) the aggregate market value of all 
securities sold short by the alternative 
mutual fund or non-redeemable 
investment fund as permitted by 
section 2.6.1, and 

(c) the aggregate notional amount of 
the alternative mutual fund’s or 
non-redeemable investment fund’s 
specified derivatives positions, minus the 
aggregate notional amount of the 
specified derivative positions that are 
hedging transactions. 

(3) For the purposes of this section the alternative 
mutual fund or non-redeemable investment 
fund must include in its calculation its 
proportionate share of the assets of any 
underlying investment fund for which a similar 
calculation is required. 

(4) An alternative mutual fund or non-redeemable 
investment fund must determine its aggregate 
exposure in accordance with subsection (2) as 
of the close of business of each day on which 
it calculates a net asset value. 

(5) If the alternative mutual fund or 
non-redeemable investment fund’s aggregate 
exposure as determined in accordance with 
subsection (2) exceeds 300% of its net 
asset value, the alternative mutual fund or 
non-redeemable investment fund must, as 
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quickly as is commercially reasonable, take all 
necessary steps to reduce the aggregate 
exposure to 300% of its net asset value or 
less. 

2.10 Adviser Requirements 

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

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

(b) the portfolio adviser contractually agrees 
with the investment fund to be 
responsible for any loss that arises out of 
the failure of the non-resident sub-adviser 

(i) 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 

(ii) 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 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 

(a) 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 

(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 or company in connection with 
services provided by a non-resident 
sub-adviser for which the portfolio adviser has 
assumed responsibility under 
paragraph (1)(b), only if 

(a) those fees, judgments and amounts were 
not incurred as a result of a breach of the 
standard of care described in 
subsection (1) or (2); and 

(b) the investment fund has reasonable 
grounds to believe that the action or 
inaction that caused the payment of the 
fees, judgments and amounts paid in 

settlement was in the best interests of the 
investment fund. 

(4) An investment fund must not incur the cost of 
any portion of liability insurance that insures a 
person or company for a liability except to the 
extent that the person or company may be 
indemnified for that liability under this section. 

2.11 Commencement of Use of Specified 
Derivatives and Short Selling by an Investment 
Fund 

(0.1) This section does not apply to an alternative 
mutual fund. 

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

(a) 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 a mutual fund intending to 
engage in the activity; 

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

(i) the disclosure required in a 
prospectus for an exchange-traded 
mutual fund that is not in continuous 
distribution, or a non-redeemable 
investment fund, intending to engage 
in the activity; 

(ii) 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 
engage in the activity and the disclosure 
referred to in paragraph (a) or (a.1), 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 that is not in 
continuous distribution, or to a non-
redeemable investment fund, if each 
prospectus of the investment fund filed since 
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its inception has contained the disclosure 
referred to in paragraph (1)(a.1). 

2.12 Securities Loans 

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

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

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

3. Securities are loaned by the investment 
fund in exchange for collateral. 

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

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

(a) is received by the investment fund 
either before or at the same time as it 
delivers the loaned securities; and 

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

6. The collateral to be delivered to the 
investment fund is one or more of 

(a) cash; 

(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 

(d) irrevocable letters of credit issued by 
a Canadian financial institution that is 
not the counterparty, or an affiliate of 
the counterparty, of the investment 
fund in the transaction, if evidences 
of indebtedness of the Canadian 
financial institution that are rated as 
short term debt by a designated 
rating organization or its DRO 
affiliate have a designated rating. 

7. The collateral and loaned securities are 
marked to market on each business day, 
and the amount of collateral in the 

possession of the investment fund is 
adjusted on each business day to ensure 
that the market value of collateral 
maintained by the investment fund in 
connection with the transaction is at least 
102 percent of the market value of the 
loaned securities. 

8. If an event of default by a borrower 
occurs, the investment fund, in addition to 
any other remedy available under the 
agreement or applicable law, has the right 
under the agreement to retain and 
dispose of the collateral to the extent 
necessary to satisfy its claims under the 
agreement. 

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

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

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

12. Immediately after the investment fund 
enters into the transaction, the aggregate 
market value of all securities loaned by 
the investment fund in securities lending 
transactions and not yet returned to it or 
sold by the investment fund in repurchase 
transactions under section 2.13 and not 
yet repurchased does not exceed 50% of 
the net asset value of the investment 
fund. 

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

(a) qualified securities having a remaining 
term to maturity no longer than 90 days; 

(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) An investment 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 collateral 
in the transaction. 
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2.13 Repurchase Transactions 

(1) Despite any other provision of this Instrument, 
an investment fund may enter into a 
repurchase transaction if the following 
conditions are satisfied for the transaction: 

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

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

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

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

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

(a) is received by the investment fund 
either before or at the same time as it 
delivers the sold securities; and 

(b) is in an amount equal to at least 
102 percent of the market value of 
the sold securities. 

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 percent 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 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 260 of the 
ITA. 

10. The term of the repurchase agreement, 
before any extension or renewal that 
requires the consent of both the 
investment fund and the purchaser, is not 
more than 30 days. 

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

(2) An investment fund may hold cash delivered 
to it as consideration for sold securities in a 
repurchase transaction or may use the cash to 
purchase 

(a) qualified securities having a remaining 
term to maturity no longer than 30 days; 

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

(c) a combination of the securities referred  
to in paragraphs (a) and (b). 

2.14 Reverse Repurchase Transactions 

(1) Despite any other provision of this Instrument, 
an investment fund may enter into a reverse 
repurchase transaction if the following 
conditions are satisfied for the transaction: 

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

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

3. Qualified 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 

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

(b) have a market value equal to at least 
102 percent of the cash paid for the 
securities by the investment fund. 

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

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

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

9. The term of the reverse repurchase 
agreement, before any extension or 
renewal that requires the consent of both 
the seller and the investment fund, is not 
more than 30 days. 

2.15 Agent for Securities Lending, Repurchase and 
Reverse Repurchase Transactions 

(1) 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. 

(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 

(a) the investment fund and the manager 
provide instructions to the agent on the 
parameters to be followed in entering into 
the type of transactions to which the 
agreement pertains; 

(b) the agent agrees to comply with this 
Instrument, accepts the standard of care 
referred to in subsection (5) and agrees 
to ensure that all transactions entered 

into by it on behalf of the investment fund 
will comply with this Instrument; and 

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

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

2.16 Controls and Records 

(1) An investment fund must not enter into 
transactions under sections 2.12, 2.13 or 2.14 
unless, 

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

(b) for reverse repurchase transactions 
directly entered into by the investment 
fund without an agent, the manager has 
established and maintains appropriate 
internal controls, procedures and records. 

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

(a) a list of approved borrowers, purchasers 
and sellers based on generally accepted 
creditworthiness standards; 

(b) as applicable, transaction and credit limits 
for each counterparty; and 

(c) collateral diversification standards. 

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

(a) review the agreements with any agent 
appointed under section 2.15 to 
determine if the agreements are in 
compliance with this Instrument; 

(b) review the internal controls described in 
subsection (2) to ensure their continued 
adequacy and appropriateness; 

(c) make reasonable enquiries as to whether 
the agent is administering the securities 
lending, repurchase or reverse 
repurchase transactions of the investment 
fund in a competent and responsible 
manner, in conformity with the 
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requirements of this Instrument and in 
conformity with the agreement between 
the agent, the manager and the 
investment fund entered into under 
subsection 2.15(4); 

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

(e) make or cause to be made any changes 
that may be necessary to ensure that 

(i) the agreements with agents are in 
compliance with this Instrument; 

(ii) the internal controls described in 
subsection (2) are adequate and 
appropriate, 

(iii) the securities lending, repurchase or 
reverse repurchase transactions of 
the investment fund are administered 
in the manner described in 
paragraph (c), and 

(iv) the terms of each agreement 
between the investment fund and an 
agent entered into under 
subsection 2.15(4) are appropriate. 

2.17 Commencement of Securities Lending, 
Repurchase and Reverse Repurchase 
Transactions by an Investment Fund 

(1)  An investment fund must not enter into 
securities lending, repurchase or reverse 
repurchase transactions unless, 

(a)  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 continuous 
distribution or of a non-redeemable 
investment fund, the investment fund 
issues a news release that contains 
both of the following: 

(i) the disclosure required in 
a prospectus for an 
exchange-traded mutual 
fund that is not in continuous 
distribution, or a 
non-redeemable investment 
fund, entering into those types 
of transactions; 

(ii) the date on which the 
investment fund intends to 
begin entering into those types 
of transactions; and 

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

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

(3)  Paragraph (1)(c) does not apply to a mutual 
fund, other than an exchange-traded mutual 
fund that is not in continuous distribution, if 
each prospectus of the mutual fund filed 
since its inception contains the disclosure 
referred to in paragraph (1)(a). 

(4) Subsection (1) does not apply to an 
exchange-traded mutual fund that is not in 
continuous distribution, or to a non-
redeemable investment fund, if each 
prospectus of the investment fund filed 
since its inception contains the disclosure 
referred to in paragraph (1)(b). 

2.18 Money Market Fund 

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

(a) it has all of its assets invested in any of 
the following: 

(i)  cash, 

(ii) cash equivalents, 

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

(iv)  a floating rate evidence of 
indebtedness if 

(A) the floating interest rate of 
the indebtedness is reset no 
later than every 185 days, 
and 

(B) the principal amount of the 
indebtedness will continue to 
have a market value of 
approximately par at the time 
of each change in the rate to 
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be paid to the holders of the 
evidence of indebtedness, or 

(v)  securities issued by one or more 
money market funds, 

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

(i)  180 days, and 

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

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

(d) it has not less than 

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

(ii)  15% of its assets invested in cash or 
readily convertible into cash within 
one week. 

(2) Despite any other provision of this Instrument, 
a mutual fund that describes itself as 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”. 

PART 3 - NEW MUTUAL FUNDS 

3.1 Initial Investment in a New Mutual Fund 

(1) A person or company must not file a 
prospectus for a newly established mutual 
fund unless 

(a) an investment 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 

(i) the manager, a portfolio adviser, a 
promoter or a sponsor of the mutual 
fund, 

(ii) the partners, directors, officers or 
securityholders of any of the 
manager, a portfolio adviser, a 
promoter or a sponsor of the mutual 
fund, or 

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

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

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

3.2 Prohibition Against Distribution - If a prospectus 
of a mutual fund contains the disclosure described 
in paragraph 3.1(1)(b), the mutual fund must not 
distribute any securities unless the subscriptions 
described in that disclosure, together with payment 
for the securities subscribed for, have been 
received. 

3.3 Prohibition Against Reimbursement of 
Organization Costs 

(1) 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 fund facts document, 
initial prospectus 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. 

PART 4 - CONFLICTS OF INTEREST 

4.1 Prohibited Investments 

(1) A dealer managed investment fund must not 
knowingly make an investment in a class of 
securities of an issuer during, or for 60 days 
after, the period in which the dealer manager 
of the investment fund, or an associate or 
affiliate of the dealer manager of the 
investment fund, acts as an underwriter in the 
distribution of securities of that class of 
securities, except as a member of the selling 
group distributing five percent or less of the 
securities underwritten. 

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

(b) does not have access before 
implementation to information concerning 
investment decisions made on behalf of 
the dealer managed investment fund; and 

(c) does not influence, other than through 
research, statistical and other reports 
generally available to clients, the 
investment decisions made on behalf of 
the dealer managed investment fund. 

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

(4) Subsection (1) does not apply to an 
investment in a class of securities of a 
reporting issuer if, 

(a) at the time of the investment,  

(i)  the independent review committee 
of the dealer managed investment 
fund has approved the transaction 
in accordance with subsection 
5.2(2) of NI 81-107, and 

(ii)  the distribution of securities of the 
reporting issuer is made by 
prospectus or under an exemption 
from the prospectus requirement; 

(b) during the 60 days after the period 
referred to in subsection (1), any of the 
following apply: 

 (i)  the investment is made on an 
exchange on which the securities of 
the reporting issuer are listed and 
traded; 

(ii)  if the security is a debt security that 
does not trade on an exchange, the 
ask price is readily available and the 
price paid is not higher than the 
available ask price of the debt 
security at the time of the 
investment, and 

(c) no later than the time the dealer managed 
investment fund files its annual financial 
statements, the manager of the dealer 
managed investment fund files the 
particulars of each investment made by 
the dealer managed investment fund 
during its most recently completed 
financial year. 

(4.1) [Repealed] 

(5) The provisions of securities legislation that are 
referred to in Appendix C do not apply with 
respect to an investment in a class of 

securities of an issuer referred to in 
subsection (4) if the investment is made in 
accordance with that subsection. 

4.2 Self-Dealing 

(1) An investment fund must not purchase a 
security from, sell a security to, or enter into a 
securities lending, repurchase or reverse 
repurchase transaction under section 2.12, 
2.13 or 2.14 with any of the following persons 
or companies: 

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

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

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

4. A person or company, 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. 

(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 or 
company that would be selling to, or 
purchasing from, the investment fund would 
be doing so as principal. 

4.3 Exception 

(1) Section 4.2 does not apply to a purchase or 
sale of a security by an investment fund if the 
price payable for the security is: 

(a) not more than the ask price of the 
security as reported by any available 
public quotation in common use, in the 
case of a purchase by the investment 
fund; or 

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

(2) Section 4.2 does not apply to a purchase or 
sale of a class of debt securities by an 
investment fund from, or to, another 
investment fund managed by the same 
manager or an affiliate of the manager, if, at 
the time of the transaction 

(a) the investment fund is purchasing from, 
or selling to, another investment fund to 
which NI 81-107 applies; 

(b) the independent review committee of the 
investment fund has approved the 



National Instrument 81-102 

 

- 27 - 

transaction under subsection 5.2(2) of 
NI 81-107; and 

(c) the transaction complies with 
subsection 6.1(2) of NI 81-107. 

4.4 Liability and Indemnification 

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

(a) 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 

(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, 

(a) 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 

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

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

(a) those fees, judgments and amounts were 
not incurred as a result of a breach of the 
standard of care described in 
subsection (1) or (2); and 

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

(4) An investment fund must not incur the cost of 
any portion of liability insurance that insures a 
person or company for a liability except to the 
extent that the person or company may be 
indemnified for that liability under this section. 

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

(a) a director of the investment fund; 

(b) a custodian or sub-custodian of the 
investment fund, except as set out in 
subsection (6). 

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

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: 

(a) the basis of the calculation of a fee or 
expense that is charged to the investment 
fund or directly to its securityholders by 
the investment fund or its manager in 
connection with the holding of securities 
of the investment fund is changed in a 
way that could result in an increase in 
charges to the investment fund or to its 
securityholders; 

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

(b) the manager of the investment fund is 
changed, unless the new manager is an 
affiliate of the current manager; 

(c) the fundamental investment objectives of 
the investment fund are changed; 

(d) [Repealed];  

(e) the investment fund decreases the 
frequency of the calculation of its net 
asset value per security; 

(f) the investment fund undertakes a 
reorganization with, or transfers its assets 
to, another issuer, if 

(i) the investment fund ceases to 
continue after the reorganization or 
transfer of assets, and 

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

(g) the investment fund undertakes a 
reorganization with, or acquires assets 
from, another issuer, if 

(i) the investment fund continues after 
the reorganization or acquisition of 
assets, 

(ii) the transaction results in the 
securityholders of the other issuer 
becoming securityholders in the 
investment fund, and 

(iii) the transaction would be a material 
change to the investment fund, 

(h) the investment fund implements any of 
the following: 

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

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

(iii) a restructuring into an issuer that is 
not an investment fund. 

(2) An investment fund must not bear any of the 
costs or expenses associated with a 
restructuring referred to in paragraph (1)(h). 

5.2 Approval of Securityholders 

(1) Unless a greater majority is required by the 
constating documents of the investment fund, 
the laws applicable to the investment fund or 
an applicable agreement, the approval of the 
securityholders of the investment fund to a 
matter referred to in subsection 5.1(1) must be 
given by a resolution passed by at least a 
majority of the votes cast at a meeting of the 
securityholders of the investment fund duly 
called and held to consider the matter. 

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

(3) Despite subsection 5.1(1) and subsections (1) 
and (2), if the constating documents of the 
investment fund so provide, the holders of 
securities of a class or series of a class of 
securities of an investment fund must not be 
entitled to vote on a matter referred to in 
subsection 5.1(1) if they, as holders of the 
class or series of a class, are not affected by 
the action referred to in subsection 5.1(1). 

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) 

(a) if 

(i) the investment fund is at arm’s length 
to the person or company charging 
the fee or expense to the investment 
fund referred to in 
paragraphs 5.1(1)(a) and (a.1), 

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

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

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

(i) the mutual fund is permitted by this 
Instrument to be described as a 
“no-load” fund, 

(ii) the prospectus of the mutual fund 
discloses that securityholders will be 
sent a written notice at least 60 days 
before the effective date of a change 
that is to be made that could result in 
an increase in charges to the mutual 
fund, and 

(iii) the notice referred to in 
subparagraph (ii) is actually sent at 
least 60 days before the effective 
date of the change. 

(2) 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 paragraph 5.1(1)(f) if either of the 
following paragraphs apply: 

(a) all of the following apply: 

(i) the independent review committee of 
the investment fund has approved 
the change under subsection 5.2(2) 
of NI 81-107; 

(ii) the investment fund is being 
reorganized with, or its assets are 
being transferred to, another 
investment fund to which this 
Instrument and NI 81-107 apply and 
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that is managed by the manager, or 
an affiliate of the manager, of the 
investment fund; 

(iii) all of the following apply to the 
reorganization or transfer of assets of 
the investment fund: 

(A)  subparagraph 5.6(1)(a)(i), 
clause 5.6(1)(a)(ii)(A), 
subparagraph 5.6(1)(a)(iii) and 
subparagraph 5.6(1)(a)(iv);  

(B)  subparagraph 5.6(1)(b)(i);  

(C)  paragraph 5.6(1)(c);  

(D)  paragraph 5.6(1)(d);  

(E)  paragraph 5.6(1)(g);  

(F)  paragraph 5.6(1)(h);  

(G)  paragraph 5.6(1)(i);  

(H)  paragraph 5.6(1)(j);  

(I)  paragraph 5.6(1)(k); 

(iv) the prospectus of the investment 
fund discloses that, although the 
approval of securityholders may not 
be obtained before making the 
change, 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: 

(i)  the investment fund is a non-
redeemable investment fund that is 
being reorganized with, or its assets 
are being transferred to, a mutual 
fund that is 

(A) a mutual fund to which this 
Instrument and NI 81-107 
apply, 

(B) managed by the manager, or 
an affiliate of the manager, of 
the investment fund, 

(C) not in default of any 
requirement of securities 
legislation, and 

(D) a reporting issuer in the local 
jurisdiction and the mutual 
fund has a current 
prospectus in the local 
jurisdiction; 

(ii)  the transaction is a tax-deferred 
transaction under subsection 85(1) of 
the ITA; 

(iii)  the securities of the investment fund 
do not give securityholders of the 
investment fund the right to request 
that the investment fund redeem the 
securities; 

(iv)  since its inception, there has been no 
market through which securityholders 
of the investment fund could sell 
securities of the investment fund; 

(v)  every prospectus of the investment 
fund discloses that 

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

 (B) the investment fund will, 
within 30 months following 
the completion 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; 

(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). 

5.3.1 Change of Auditor of an Investment Fund - The 
auditor of an investment fund must not be changed 
unless 

(a) the independent review committee of the 
investment fund has approved the change of 
auditor under subsection 5.2(2) of NI 81-107; 

(b) the prospectus of the investment fund 
discloses that, although the approval of 
securityholders will not be obtained before 
making the change, securityholders will be 
sent a written notice at least 60 days before 
the effective date of the change, and 
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(c) the notice referred to in paragraph (b) to 
securityholders is sent 60 days before the 
effective date of the change. 

5.4 Formalities Concerning Meetings of 
Securityholders 

(1) A meeting of securityholders of an investment 
fund called to consider any matter referred to 
in subsection 5.1(1) must be called on written 
notice sent at least 21 days before the date of 
the meeting. 

(2) The notice referred to in subsection (1) must 
contain or be accompanied by the following: 

(a) a statement in an information circular that 
includes all of the following: 

(i)  a description of the change or 
transaction proposed to be made or 
entered into; 

(ii)  in the case of a matter referred to in 
paragraph 5.1(1)(a) or (a.1), the effect 
that the change would have had on 
the management expense ratio of the 
investment fund if the change were in 
effect throughout the investment 
fund’s last completed financial year; 

(iii) in the case of a matter referred to in 
paragraph 5.1(1)(b), 

(A)  all material information regarding 
the business, management and 
operations of the new manager, 
including, for greater certainty, 
details of the history and 
background of its executive 
officers and directors within the 
5 years preceding the date of 
the notice or statement, 

(B)  a description of all material 
effects the change will have on 
the business, operations or 
affairs of the investment fund, 

(C)  a description of all material 
effects the change will have on 
the investment fund’s 
securityholders, and 

(D)  a description of any material 
changes made to any material 
contract regarding the 
administration of the investment 
fund; 

(iv)  the date of the proposed 
implementation of the change or 
transaction; 

(b) all information and documents required to 
be sent in order to comply with the 
applicable proxy solicitation provisions of 
securities legislation for the meeting. 

5.5 Approval of Securities Regulatory Authority 

(1) The approval of the securities regulatory 
authority or regulator is required before 

(a) [Repealed] 

(a.1) [Repealed] 

(b) a reorganization or transfer of assets of 
an investment fund is implemented, if the 
transaction will result in the 
securityholders of the investment fund 
becoming securityholders in another 
issuer; or 

(c) [Repealed] 

(d) an investment fund suspends, other than 
under section 10.6, the rights of 
securityholders to request that the 
investment fund redeem their securities. 

(2) [Repealed] 

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

5.6 Pre-Approved Reorganizations and Transfers 

(1)  Despite subsection 5.5(1), the approval of 
the securities regulatory authority or 
regulator is not required to implement a 
transaction referred to in paragraph 
5.5(1)(b) if all of the following paragraphs 
apply: 

(a)  the investment fund is being 
reorganized with, or its assets are 
being transferred to, another 
investment fund to which this 
Instrument applies, and all of the 
following apply: 

(i) the other investment fund is 
managed by the manager, or an 
affiliate of the manager, of the 
investment fund; 

(ii) either of the following apply: 

(A)  a reasonable person would 
consider the other 
investment fund to have 
substantially similar 
fundamental investment 
objectives and valuation 
procedures, and a 
substantially similar fee 
structure, to those of the 
investment fund;  

(B)  if the other investment fund 
has different fundamental 
investment objectives or 
valuation procedures or a 
different fee structure, the 
following apply: 
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(I)  the manager 
reasonably believes 
that the transaction is 
in the best interests of 
the investment fund 
despite the 
differences;  

(II)  the circular referred to 
in subparagraph (f)(i) 
includes disclosure of 
the differences and 
explains why the 
manager is of the 
belief that the 
transaction is in the 
best interests of the 
investment fund 
despite the 
differences; 

(iii) the other investment fund is not 
in default of any requirement of 
securities legislation; 

(iv) the other investment fund is a 
reporting issuer in the local 
jurisdiction and, if it is a mutual 
fund, has a current prospectus 
in the local jurisdiction; 

(b)  either of the following apply: 

(i)  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;  

(ii) if the transaction is not a 
"qualifying exchange” within the 
meaning of section 132.2 of the 
ITA or a tax-deferred transaction 
under subsection 85(1), 85.1(1), 
86(1) or 87(1) of the ITA, the 
following apply: 

(A) the manager reasonably 
believes that the 
transaction is in the best 
interests of the 
investment fund despite 
the tax treatment of the 
transaction; 

(B)  the circular referred to in 
subparagraph (f)(i)  

(I)  discloses that the 
transaction is not 
a "qualifying 
exchange” within 
the meaning of 
section 132.2 of 
the ITA or a tax-
deferred 

transaction under 
subsection 85(1), 
85.1(1), 86(1) or 
87(1) of the ITA,  

(II)  discloses the 
reason why the 
transaction is not 
structured so that 
subparagraph (i) 
applies, and  

(III)  explains why the 
manager is of the 
belief that the 
transaction is in 
the best interests 
of the investment 
fund despite the 
tax treatment of 
the transaction; 

(c)  the transaction contemplates the 
wind-up of the investment fund as 
soon as reasonably possible following 
the transaction; 

(d)  the portfolio assets of the investment 
fund to be acquired by the other 
investment fund as part of the 
transaction 

(i) may be acquired by the other 
investment fund in compliance 
with this Instrument, and 

(ii) are acceptable to the portfolio 
adviser of the other investment 
fund and consistent with the 
other investment fund’s 
fundamental investment 
objectives; 

(e)  the transaction is approved 

(i) by the securityholders of the 
investment fund in accordance 
with paragraph 5.1(1)(f), unless 
subsection 5.3(2) applies, and 

(ii) if required, by the 
securityholders of the other 
investment fund in accordance 
with paragraph 5.1(1)(g); 

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

(i) a circular that, in addition to 
other requirements prescribed 
by law, describes the proposed 
transaction, the investment fund 
into which the investment fund 
will be reorganized, the income 
tax considerations for the 
investment funds participating in 
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the transaction and their 
securityholders, and, if the 
investment fund is a corporation 
and the transaction involves its 
shareholders becoming 
securityholders of an investment 
fund that is established as a 
trust, a description of the 
material differences between 
being a shareholder of a 
corporation and being a 
securityholder of a trust, 

(ii) if the other investment fund is a 
mutual fund, the most recently 
filed fund facts document or 
ETF facts document for the 
other investment fund, and 

(iii) a statement that securityholders 
may, in respect of the 
reorganized investment fund, 

(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: 

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

(II) [Repealed] 

(III) as applicable, the 
most recently filed 
fund facts 
document; 

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

(V) the most recently 
filed annual and 
interim 
management 
reports of fund 
performance, or 

(B)  access those documents 
at the designated 
website address; 

(g)  the investment fund has complied with 
Part 11 of National Instrument 81-106 
Investment Fund Continuous 
Disclosure in connection with the 
making of the decision to proceed with 
the transaction by the board of 

directors of the manager of the 
investment fund or of the investment 
fund; 

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

(i)  if the investment fund is a mutual fund, 
securityholders of the investment fund 
continue to have the right to redeem 
securities of the investment fund up to 
the close of business on the business 
day immediately before the effective 
date of the transaction; 

(j)  if the investment fund is a non-
redeemable investment fund, all of the 
following apply: 

(i) the investment fund issues and 
files a news release that 
discloses the transaction; 

(ii) 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; 

(iii) 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 securities regulatory authority or 
regulator is not required to implement 
a transaction referred to in 
paragraph 5.5(1)(b) if all the conditions in 
paragraph 5.3(2)(b) are satisfied and the 
independent review committee of the 
mutual fund involved in the transaction has 
approved the transaction in accordance with 
subsection 5.2(2) of NI 81-107.  

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

5.7 Applications 

(1) An application for an approval required 
under section 5.5 must contain, 

(a) [Repealed] 

(b) if the application is required by 
paragraph 5.5(1)(b), 

(i) details of the proposed 
transaction, 

(ii) details of the total annual returns 
of the investment fund and, if the 
other issuer is an investment 
fund, the other issuer for each of 
the previous five years, 

(iii) a description of the differences 
between, as applicable, the 
fundamental investment 
objectives, investment strategies, 
valuation procedures and fee 
structure of the investment fund 
and the other issuer and any 
other material differences 
between the investment fund and 
the other issuer, and 

(iv) a description of those elements of 
the proposed transaction that 
make section 5.6 inapplicable; 

(c) [Repealed] 

(d) if the application relates to a matter 
that would constitute a material 
change for the investment fund, a draft 
amendment to the prospectus and, if 
applicable, to the fund facts document 
of the investment fund reflecting the 
change; and 

(e) if the matter is one that requires the 
approval of securityholders, 
confirmation that the approval has 
been obtained or will be obtained 
before the change is implemented. 

(2) An investment fund that applies for an 
approval under paragraph 5.5(1)(d) must 

(a) make that application to the securities 
regulatory authority or regulator in the 
jurisdiction in which the head office or 
registered office of the investment 
fund is situated; and 

(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) An investment 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 

(a) the securities regulatory authority or 
regulator in the jurisdiction in which 
the head office or registered office of 
the investment fund is situated has 
granted approval to the application 
made under paragraph (2)(a); and 

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

(i) the securities regulatory authority 
or regulator has refused to grant 
approval to the application, or 

(ii) this subsection may not be relied 
upon by the investment fund in 
the local jurisdiction. 

5.8 Matters Requiring Notice 

(1) A person or company must not continue to 
act as manager of an investment fund 
following a direct or indirect change of 
control of the person or company unless 

(a) notice of the change of control was 
given to all securityholders of the 
investment fund at least 60 days 
before the change; and 

(b) the notice referred to in paragraph (a) 
contains the information that would be 
required by law to be provided to 
securityholders if securityholder 
approval of the change were required 
to be obtained. 

(2) 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. 

5.8.1 Termination of a Non-Redeemable Investment 
Fund 

(1) A non-redeemable investment fund must 
not terminate unless the investment fund 



National Instrument 81-102 

 

- 34 - 

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 referred to in 
paragraph 5.1(1)(f). 

5.9 Relief from Certain Regulatory Requirements 

(1) The investment fund conflict of interest 
investment restrictions and the investment 
fund conflict of interest reporting requirements 
do not apply to a transaction referred to in 
paragraph 5.5(1)(b) if the approval of the 
securities regulatory authority or regulator has 
been given to the transaction. 

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

5.10 [Repealed] 

PART 6 - CUSTODIANSHIP OF PORTFOLIO ASSETS 

6.1 General 

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

(2) 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 

(a) 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. 

(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  

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

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

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

(c) the arrangements under which a 
sub-custodian is appointed are such that 
the investment fund may enforce rights 
directly, or require the custodian or a 
sub-custodian to enforce rights on behalf 
of the investment fund, to the portfolio 
assets held by the appointed 
sub-custodian, and 

(d) the appointment is otherwise in 
compliance with this Instrument. 

(4) The written consent referred to in 
paragraphs (3)(a) and (a.1) may be in the 
form of a general consent, contained in the 
agreement governing the relationship between 
the investment fund and the custodian, or the 
custodian and the sub-custodian, to the 
appointment of entities that are part of an 
international network of sub-custodians within 
the organization of the appointed custodian or 
sub-custodian. 

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

(6) Despite any other provisions of this Part, the 
manager of an investment fund must not act 
as custodian or sub-custodian of the 
investment fund. 

6.2 Entities Qualified to Act as Custodian or 
Sub-Custodian for Assets Held in Canada - 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, II or III of the Bank 
Act (Canada); 

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 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: 

(a) the company has equity, as reported in its 
most recent audited financial statements, 
of not less than $10,000,000; 

(b) the bank or trust company has assumed 
responsibility for all of the custodial 
obligations of the company for that 
investment fund. 
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6.3  Entities Qualified to Act as Sub-Custodian for 
Assets Held outside Canada - If portfolio assets 
are held outside of Canada by a sub-custodian, 
the sub-custodian must be one of the following: 

1. an entity referred to in section 6.2; 

2. an entity that 

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

(b) is regulated as a banking institution or 
trust company by the government, or an 
agency of the government, of the country 
under the laws of which it is incorporated 
or organized, or a political subdivision of 
that country, and 

(c) has equity, as reported in its most recent 
audited financial statements, of not less 
than the equivalent of $100,000,000; 

3. an affiliate of an entity referred to in 
paragraph 1 or 2 if either of the following 
applies: 

(a)  the affiliate has equity, as reported in its 
most recent audited financial 
statements, 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. 

6.4 Contents of Custodian and Sub-Custodian 
Agreements 

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

(a) the location of portfolio assets, 

(b) any appointment of a sub-custodian, 

(c) requirements concerning lists of 
sub-custodians, 

(d) the method of holding portfolio assets, 

(e) the standard of care and responsibility for 
loss, and 

(f) requirements concerning review and 
compliance reports. 

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

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

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

(a) provide for the creation of any security 
interest on the portfolio assets of the 
investment fund except for a good faith 
claim for payment of the fees and 
expenses of the custodian or a sub-
custodian for acting in that capacity or to 
secure the obligations of the investment 
fund to repay borrowings by the 
investment fund from the custodian or a 
sub-custodian for the purpose of settling 
portfolio transactions; or 

(b) contain a provision that would require the 
payment of a fee to the custodian or a 
sub-custodian for the transfer of the 
beneficial ownership of portfolio assets of 
the investment fund, other than for 
safekeeping and administrative services 
in connection with acting as custodian or 
sub-custodian. 

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 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 portfolio assets 
of the investment fund with a depository, or a 
clearing agency, that operates a book-based 
system. 

(4) The custodian or a sub-custodian of an 
investment fund arranging for the deposit of 
portfolio assets of the investment fund with, 
and their delivery to, a depository, or clearing 
agency, that operates a book-based system 
must ensure that the records of any of the 
applicable participants in that book-based 
system or of the custodian contain an account 
number or other designation sufficient to show 
that the beneficial ownership of the portfolio 
assets is vested in the investment fund. 

(5) An investment fund must not pay a fee to the 
custodian or a sub-custodian of the 
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investment fund for the transfer of beneficial 
ownership of portfolio assets of the investment 
fund other than for safekeeping and 
administrative services in connection with 
acting as custodian or sub-custodian. 

6.6 Standard of Care 

(1) The custodian and each sub-custodian of an 
investment fund, in carrying out their duties 
concerning the safekeeping of, and dealing 
with, the portfolio assets of the investment 
fund, must exercise 

(a) the degree of care, diligence and skill that 
a reasonably prudent person would 
exercise in the circumstances; or 

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

(2) An investment fund must not relieve the 
custodian or a sub-custodian of the 
investment 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) An investment fund may indemnify the 
custodian or a sub-custodian against legal 
fees, judgments and amounts paid in 
settlement, actually and reasonably incurred 
by that entity in connection with custodial or 
sub-custodial services provided by that entity 
to the investment fund, if those fees, 
judgments and amounts were not incurred as 
a result of a breach of the standard of care 
imposed by subsection (1). 

(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. 

6.7 Review and Compliance Reports 

(1) The custodian of an investment fund must, on 
a periodic basis not less frequently than 
annually, 

(a) review the custodian agreement and all 
sub-custodian agreements of the 
investment fund to determine if those 
agreements are in compliance with this 
Part; 

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

(c) make or cause to be made any changes 
that may be necessary to ensure that 

(i) the custodian and sub-custodian 
agreements are in compliance with 
this Part; and 

(ii) all sub-custodians of the investment 
fund satisfy the applicable 
requirements of section 6.2 or 6.3. 

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

(a) of the names and addresses of all 
sub-custodians of the investment fund; 

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

(c) whether, to the best of the knowledge 
and belief of the custodian, each 
sub-custodian 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. 

6.8 Custodial Provisions relating to Borrowing, 
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, standardized futures or cleared 
specified derivatives with a member of a 
regulated clearing agency or 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 margin already held by the member 
or dealer on behalf of the investment fund, 
exceed 10% of the net asset value of the 
investment fund as at the time of deposit. 

(2) An investment fund may deposit portfolio 
assets with a member of a regulated clearing 
agency or with a dealer as margin for 
transactions outside Canada involving 
clearing corporation options, options on 
futures, standardized futures or cleared 
specific derivatives if 

(a) the member or dealer is a member of a 
regulated clearing agency, futures 
exchange or stock exchange, and, as a 
result in any case, is subject to a 
regulatory audit, 

(b) the member or dealer has a net worth, 
determined from its most recent audited 
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financial statements, in excess of the 
equivalent of $50 million, and 

(c) the amount of margin deposited does not, 
when aggregated with the amount of 
margin already held by the member or 
dealer on behalf of the investment fund, 
exceed 10% of the net asset value of the 
investment fund, as at the time of deposit. 

(3) An investment fund may deposit with its 
counterparty portfolio assets over which it has 
granted a security interest in connection with a 
particular specified derivatives transaction. 

(3.1) An investment fund may deposit with its 
lender, portfolio assets over which it has 
granted a security interest in connection with a 
borrowing agreement to which section 2.6 
applies. 

(4) The agreement by which portfolio assets are 
deposited in accordance with subsection (1), 
(2), (3) or (3.1) must require the person or 
company holding the portfolio assets to 
ensure that its records show that the 
investment fund is the beneficial owner of the 
portfolio assets. 

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

6.8.1 Custodial Provisions relating to Short Sales 

(1)  Unless 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, 

(a) in the case of a mutual fund, other than 
an alternative mutual fund, exceed 10% 
of the net asset value of the mutual fund 
at the time of deposit, and  

(b) in the case of an alternative mutual fund 
or a non-redeemable investment fund, 
exceed 25% of the net asset value of the 
alternative mutual fund or 
non-redeemable investment fund at the 
time of deposit,  

(2)  An investment fund must not deposit portfolio 
assets as security in connection with a short 
sale of securities with a dealer in Canada 
unless the dealer is a registered dealer and is 
a member of IIROC. 

(3)  An investment fund must not deposit portfolio 
assets as security in connection with a short 
sale of securities with a dealer outside of 
Canada unless that dealer 

(a)  is a member of a stock exchange and is 
subject to a regulatory audit; and 

(b)  has a net worth, determined from its most 
recent audited financial statements, in 
excess of the equivalent of $50 million. 

6.9 Separate Account for Paying Expenses -  An 
investment fund may deposit cash in Canada with 
an entity referred to in paragraph 1 or 2 of 
section 6.2 to facilitate the payment of regular 
operating expenses of the investment fund. 

PART 7 - INCENTIVE FEES 

7.1 Incentive Fees  

(1) A mutual fund, other than an alternative 
mutual fund, must not pay, or enter into 
arrangements that would require it to pay, and 
securities of a mutual fund must not be sold 
on the basis that an investor would be 
required to pay, a fee that is determined by 
the performance of the mutual fund unless 

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

(i) reflects the market sectors in which 
the mutual fund invests according to 
its fundamental investment 
objectives, 

(ii) is available to persons or companies 
other than the mutual fund and 
persons providing services to it, and 

(iii) 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 period 
for which the performance fee was paid; 
and 

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

(2) An alternative mutual fund must not pay, or 
enter into arrangements that would require it 
to pay, and must not sell securities of an 
alternative mutual fund on the basis that an 
investor would be required to pay, a fee that is 
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determined by the performance of the 
alternative mutual fund unless 

(a) the payment of the fee is based on the 
cumulative total return of the alternative 
mutual fund for the period that began 
immediately after the last period for which 
the performance fee was paid, and 

(b) the method of calculating the fee is 
described in the alternative mutual fund’s 
prospectus. 

7.2 Multiple Portfolio Advisers - Section 7.1 applies 
to fees payable to a portfolio adviser of a mutual 
fund that has more than one portfolio adviser, if 
the fees are calculated on the basis of the 
performance of the portfolio assets under 
management by that portfolio adviser, as if those 
portfolio assets were a separate mutual fund. 

PART 8 - CONTRACTUAL PLANS 

8.1 Contractual Plans - A person or company must 
not sell securities of a mutual fund by way of a 
contractual plan unless 

(a) the contractual plan was established, and its 
terms described in a prospectus that was filed 
with the securities regulatory authority, before 
the date that this Instrument came into force; 

(b) there have been no changes made to the 
contractual plan or the rights of 
securityholders under the contractual plan 
since the date that this Instrument came into 
force; and 

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

PART 9 - SALE OF SECURITIES OF AN INVESTMENT 
FUND 

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. 

9.1 Transmission and Receipt of Purchase Orders 

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

(1) Each purchase order for securities of a mutual 
fund received by a participating dealer at a 
location that is not its principal office must, on 
the day the order is received, be sent by same 
day or next day courier, same day or next day 
priority post, telephone or electronic means, 
without charge to the person or company 
placing the order or to the mutual fund, to the 
principal office of the participating dealer or a 
person or company providing services to the 
participating dealer. 

(2) Each purchase order for securities of a mutual 
fund received by a participating dealer at its 
principal office, a person or company 
providing services to the participating dealer, 
or by the principal distributor of the mutual 
fund at 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 day priority 
post, telephone or electronic means, without 
charge to the person or company placing the 
order or to the mutual fund, to an order receipt 
office of the mutual fund. 

(3) Despite subsections (1) and (2), a purchase 
order for securities of a mutual fund received 
at a location referred to in those 
subsections after normal business hours on a 
business day, or on a day that is not a 
business day, may be sent, in the manner and 
to the place required by those subsections, on 
the next business day. 

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

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

(b) despite subsections (1) and (2), send 
electronically on the next business day a 
purchase order received after the time 
specified under paragraph (a). 

(5) A mutual fund is deemed to have received a 
purchase order for securities of the mutual 
fund when the order is received at an order 
receipt office of the mutual fund. 

(6) Despite subsection (5), a mutual fund may 
provide that a purchase order for securities of 
the mutual fund received at an order receipt 
office of the mutual fund after a specified time 
on a business day, or on a day that is not a 
business day, will 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 each purchase 
order received in a jurisdiction is sent, by the 
time it is sent to the order receipt office of the 
mutual fund under subsection (2), to a person 
responsible for the supervision of trades made 
on behalf of clients for the principal distributor 
or participating dealer in the jurisdiction. 
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9.2 Acceptance of Purchase Orders - A mutual fund 
may reject a purchase order for the purchase of 
securities of the mutual fund if 

(a) the rejection of the order is made no later than 
one business day after receipt by the mutual 
fund of the order; 

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

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

9.3 Issue Price of Securities 

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

(2) 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, 

(a) as far as reasonably practicable, be a 
price that causes dilution of the net asset 
value of other outstanding securities of 
the investment fund at the time the 
security is issued, and 

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

9.4 Delivery of Funds and Settlement 

(1) A principal distributor, a participating dealer, 
or a person or company providing services to 
the principal distributor or participating dealer 
must forward any cash or securities received 
for payment of the issue price of securities of 
a mutual fund to an order receipt office 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 
second business day after the pricing date. 

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

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

(b) by making good delivery of securities if 

(i) the mutual fund would at the time of 
payment be permitted to purchase 
those securities, 

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

(iii) the value of the securities is at least 
equal to the issue price of the 
securities of the mutual fund for 
which they are payment, valued as if 
the securities were portfolio assets of 
the mutual fund. 

(3) [Repealed] 

(4) If payment of the issue price of the securities 
of a mutual fund to which a purchase order 
pertains is not made on or before the second 
business day after the pricing date or if the 
mutual fund has been paid the issue price by 
a cheque or method of payment that is 
subsequently not honoured, 

(a) 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 
third business day after the pricing date 
or on the day on which the mutual fund 
first knows that the method of payment 
will not be honoured; and 

(b) the amount of the redemption proceeds 
derived from the redemption must be 
applied to reduce the amount owing to 
the mutual fund on the purchase of the 
securities and any banking costs incurred 
by the mutual fund in connection with 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 less than the 
issue price of the securities and any banking 
costs incurred by the mutual fund in 
connection with the dishonoured cheque, 

(a) if the mutual fund has a principal 
distributor, the principal distributor must 
pay, immediately upon notification by the 
mutual fund, to the mutual fund the 
amount of the deficiency; or 

(b) if the mutual fund does not have a 
principal distributor, the participating 
dealer that delivered the relevant 
purchase order to the mutual fund must 
pay immediately, upon notification by the 
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mutual fund, to the mutual fund the 
amount of the deficiency. 

PART 9.1 - WARRANTS AND SPECIFIED 
DERIVATIVES 

9.1.1  Issuance of Warrants or Specified 
Derivatives - An investment fund must not 

(a) issue a conventional warrant or right, or 

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

PART 10 - REDEMPTION OF SECURITIES OF AN 
INVESTMENT FUND 

10.1 Requirements for Redemptions 

(1) An investment fund must not pay redemption 
proceeds unless 

(a) if the security of the investment fund to be 
redeemed is represented by a certificate, 
the investment fund has received the 
certificate or appropriate indemnities in 
connection with a lost certificate; and 

(b) either 

(i) the investment fund has received a 
written redemption order, duly 
completed and executed by or on 
behalf of the securityholder, or 

(ii) the investment fund permits the 
making of redemption orders by 
telephone or electronic means by, or 
on behalf of, a securityholder who 
has made prior arrangements with 
the investment fund in that regard 
and the relevant redemption order is 
made in compliance with those 
arrangements. 

(2) An investment fund may establish reasonable 
requirements applicable to securityholders 
who wish to have the investment fund redeem 
securities, not contrary to this Instrument, as 
to procedures to be followed and documents 
to be delivered by the following times: 

(a) in the case of a mutual 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 the mutual fund; 

(a.1)  in the case of an exchange-traded 
mutual fund that is not in continuous 
distribution or of a non-redeemable 
investment fund, by the time of delivery of 
a redemption order; 

(b) by the time of payment of redemption 
proceeds. 

(2.1) If disclosed in its prospectus, an alternative 
mutual fund may include, as part of the 

requirements contemplated in subsection (2), 
a provision that securityholders of the 
alternative mutual fund may not redeem their 
securities for a period up to 6 months after the 
date on which the receipt is issued for the 
initial prospectus of the alternative mutual 
fund. 

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

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

(b) a description of the requirements 
established by the investment fund under 
subsection (2); 

(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 or company providing 
services to the investment fund to which a 
redemption order may be made; 

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

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

(4) The statement referred to in subsection (3) is 
not required to be separately provided, in any 
year, if the requirements are described in any 
document that is sent to all securityholders in 
that year. 

10.2 Transmission and Receipt of Redemption 
Orders 

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

(1) Each redemption order for securities of a 
mutual fund received by a participating dealer 
at a location that is not its principal office 
must, on the day the order is received, be sent 
by same day or next day courier, same day or 
next day priority post, telephone or electronic 
means, without charge to the relevant 
securityholder or to the mutual fund, to the 
principal office of the participating dealer or a 
person or company providing services to the 
participating dealer. 

(2) Each redemption order for securities of a 
mutual fund received by a participating dealer 
at its principal office, by the principal 
distributor of the mutual fund at a location that 
is not an order receipt office of the mutual 
fund, or a person or company providing 
services to the participating dealer or principal 
distributor must, on the day the order is 
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received, be sent by same day or next day 
courier, same day or next day priority post, 
telephone or electronic means, without charge 
to the relevant securityholder or to the mutual 
fund, to an order receipt office of the mutual 
fund. 

(3) Despite subsections (1) and (2), a redemption 
order for securities of a mutual fund received 
at a location referred to in those 
subsections after normal business hours on a 
business day, or on a day that is not a 
business day, may be sent, in the manner and 
to the place required by those subsections, on 
the next business day. 

(4) A participating dealer, a principal distributor, 
or a person or company providing services to 
the participating dealer or principal distributor, 
that sends redemption orders electronically 
may 

(a) 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 fund or all 
requirements of the mutual fund established 
under paragraph 10.1(2)(a) have been 
satisfied, whichever is later. 

(6) If a mutual fund determines that its 
requirements established under 
paragraph 10.1(2)(a) have not been satisfied, 
the mutual fund must notify the securityholder 
making the redemption order, by the close of 
business on the business day after the date of 
the delivery to the mutual fund of the 
incomplete redemption order, that its 
requirements established under 
paragraph 10.1 (2)(a) have not been satisfied 
and must specify procedures still to be 
followed or the documents still to be delivered 
by that securityholder. 

(7) Despite subsection (5), a mutual fund may 
provide that orders for the redemption of 
securities that are received at an order receipt 
office of the mutual fund after a specified time 
on a business day, or on a day that is not a 
business day, will be considered to be 
received by the mutual fund on the next 
business day following the day of actual 
receipt. 

10.3 Redemption Price of Securities 

(1) The redemption price of a security of a mutual 
fund to which a redemption order pertains 
must be the net asset value per security of 
that class, or series of a class, next 
determined after the receipt by the mutual 
fund of the order. 

(2)  Despite subsection (1), the redemption price 
of a security of an exchange-traded mutual 
fund that is not in continuous distribution may 
be a price that is less than the net asset value 
of the security and that is determined on a 
date specified in the exchange-traded mutual 
fund’s prospectus. 

(3)  Despite subsection (1), the redemption price 
of a security of an exchange-traded mutual 
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 be 
a price that is more than the net asset value of 
the security determined on a redemption date 
specified in the prospectus of the investment 
fund. 

(5) Despite subsection (1), an alternative mutual 
fund may redeem securities of the alternative 
mutual fund at a price that is equal to the net 
asset value for those securities determined on 
the first or second business day after the date 
of receipt by the alternative mutual fund of the 
redemption order if 

(a) the alternative mutual fund has 
established a policy providing for the 
redemption price to be calculated on such 
a basis, and  

(b) the policy has been disclosed in the 
alternative mutual fund’s prospectus 
before the policy’s implementation.  

10.4 Payment of Redemption Proceeds 

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

(a) within two business days after the date of 
calculation of the net asset value per 
security used in establishing the 
redemption price; or 
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(b) if payment of the redemption proceeds 
was not made at the time referred to in 
paragraph (a) because a requirement 
established under paragraph 10.1(2)(b) or 
a requirement of subsection 10.1(1) had 
not been satisfied, within two 
business days of 

(i) the satisfaction of the relevant 
requirement; or 

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

(1.1) Despite subsection (1), an exchange-traded 
mutual fund that is not in continuous 
distribution or an alternative mutual fund must 
pay the redemption proceeds for securities 
that are the subject of a redemption order no 
later than 15 business days after the valuation 
date on which the redemption price was 
established. 

(1.2) A non-redeemable investment fund must pay 
the redemption proceeds for securities that 
are the subject of a redemption order no later 
than 15 business days after the valuation date 
on which the redemption price was 
established. 

(2) The redemption proceeds for a redeemed 
security, less any applicable investor fees, 
must be paid to or to the order of the 
securityholder of the security. 

(3) An investment fund must pay the redemption 
proceeds for a redeemed security by using 
any or a combination of the following methods 
of payment: 

(a) by paying cash in the currency in which 
the net asset value per security of the 
redeemed security was calculated; or 

(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. 

(4) [Repealed] 

(5) If the redemption proceeds for a redeemed 
security are paid in currency, an investment 
fund is deemed to have made payment 

(a) 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 securityholder of the 
securities; or 

(b) if the securityholder has requested that 
redemption proceeds be delivered in a 
currency other than that permitted in 
subsection (3), when the investment fund 
delivers the redemption proceeds to the 
manager or principal distributor of the 
investment fund for conversion into that 
currency and delivery forthwith to the 
securityholder. 

10.5 Failure to Complete Redemption Order 

(1) If a requirement of a mutual fund referred to in 
subsection 10.1(1) or established under 
paragraph 10.1(2)(b) has not been satisfied 
on or before the close of business on the tenth 
business day after the date of the redemption 
of the relevant securities, and, in the case of a 
requirement established under 
paragraph 10.1(2)(b), the mutual fund does 
not waive satisfaction of the requirement, the 
mutual fund must 

(a) issue, to the person or company that 
immediately before the redemption held 
the securities that were redeemed, a 
number of securities equal to the number 
of securities that were redeemed, as if the 
mutual fund had received from the person 
or company on the tenth business day 
after the redemption, and accepted 
immediately before the close of business 
on the tenth business day after the 
redemption, an order for the purchase of 
that number of securities; and 

(b) apply the amount of the redemption 
proceeds to the payment of the issue 
price of the securities. 

(2) If the amount of the issue price of the 
securities referred to in subsection (1) is less 
than the redemption 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 

(a) if the mutual fund has a principal 
distributor, the principal distributor must 
pay immediately to the mutual fund the 
amount of the deficiency; 

(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 
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must pay immediately to the mutual fund 
the amount of the deficiency. 

10.6 Suspension of Redemptions 

(1) An investment fund may suspend the right of 
securityholders to request that the investment 
fund redeem its securities for the whole or any 
part of a period during which either of the 
following occurs: 

(a) normal trading is suspended on a stock 
exchange, options exchange or futures 
exchange within or outside Canada on 
which securities are listed and posted for 
trading, or on which specified derivatives 
are traded, if those securities or specified 
derivatives represent more than 50% by 
value, or underlying market exposure, of 
the total assets of the investment fund 
without allowance for liabilities and if 
those securities or specified derivatives 
are not traded on any other exchange 
that represents a reasonably practical 
alternative for the investment fund; 

(b) in the case of a clone fund, the 
investment fund whose performance it 
tracks has suspended redemptions. 

(2) An investment fund that has an obligation to 
pay the redemption proceeds for securities 
that have been redeemed in accordance with 
subsection 10.4(1), (1.1) or (1.2) may 
postpone payment during a period in which 
the right of securityholders to request 
redemption of their securities is suspended, 
whether that suspension was made under 
subsection (1) or pursuant to an approval of 
the securities regulatory authority or regulator. 

(3) An investment fund must not accept a 
purchase order for securities of the investment 
fund during a period in which it is exercising 
rights under subsection (1) or at a time in 
which it is relying on an approval of the 
securities regulatory authority or regulator 
contemplated by paragraph 5.5(1)(d). 

PART 11 - COMMINGLING OF CASH 

11.1 Principal Distributors and Service Providers  

(1) Cash received by a principal distributor of a 
mutual fund, by a person or company 
providing services to the mutual fund or the 
principal distributor, or by a person or 
company 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 investment fund, 
until disbursed as permitted by subsection (3), 

(a) must be accounted for separately and be 
deposited in a trust account or trust 
accounts established and maintained in 

accordance with the requirements of 
section 11.3, and 

(b) may be commingled only with cash 
received by the principal distributor or 
service provider for the sale or on the 
redemption of other investment fund 
securities. 

(2) Except as permitted by subsection (3), the 
principal distributor, a person or company 
providing services to the mutual fund or 
principal distributor, or a person or company 
providing services to the non-redeemable 
investment fund, must not use any of the cash 
referred to in subsection (1) to finance its own 
or any other operations in any way. 

(3) The principal distributor or person or company 
providing services to an investment fund or 
principal distributor may withdraw cash from a 
trust account referred to in paragraph (1)(a) 
for any of the following purposes: 

(a) remitting to the investment fund the 
amount or, if subsection (5) applies, the 
net amount, to be invested in the 
securities of the investment fund; 

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

(c) paying fees, charges and expenses that 
are payable by an investor in connection 
with the purchase, conversion, holding, 
transfer or redemption of securities of the 
investment fund. 

(4) All interest earned on cash held in a trust 
account referred to in paragraph (1)(a) must 
be paid to securityholders or to each of the 
investment funds to which the trust account 
pertains, pro rata based on cash flow, 

(a) 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. 

(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. 

11.2 Participating Dealers 

(1) Cash received by a participating dealer, or by 
a person or company providing services to a 
participating dealer, for investment in, or on 
the redemption of, securities of a mutual fund, 
or on the distribution of assets of a mutual 
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fund, until disbursed as permitted by 
subsection (3) 

(a) must be accounted for separately and 
must be deposited in a trust account or 
trust accounts established and 
maintained in accordance with 
section 11.3; and 

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

(2) Except as permitted by subsection (3), the 
participating dealer or person or company 
providing services to the participating dealer 
must not use any of the cash referred to in 
subsection (1) to finance its own or any other 
operations in any way. 

(3) A participating dealer or person or company 
providing services to the participating dealer 
may withdraw cash from a trust account 
referred to in paragraph (1)(a) for the purpose 
of 

(a) remitting to the mutual fund or the 
principal distributor of the mutual fund the 
amount or, if subsection (5) applies, the 
net amount, to be invested in the 
securities of the mutual fund; 

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

(c) paying fees, charges and expenses that 
are payable by an investor in connection 
with the purchase, conversion, holding, 
transfer or redemption of securities of the 
mutual fund. 

(4) All interest earned on cash held in a trust 
account referred to in paragraph (1)(a) must 
be paid to securityholders or to each of the 
mutual funds to which the trust account 
pertains, pro rata based on cash flow, 

(a) 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. 

(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 must 
permit the mutual fund and the principal 

distributor, through their respective auditors or 
other designated representatives, to examine 
the books and records of the participating 
dealer to verify the compliance with this 
section of the participating dealer or person 
providing services. 

11.3 Trust Accounts - A principal distributor or 
participating dealer, a person or company 
providing services to the principal distributor or 
participating dealer, or a person or company 
providing services to an investment fund that 
deposits cash into a trust account in accordance 
with section 11.1 or 11.2 must 

(a) advise, in writing, the financial institution with 
which the account is opened at the time of the 
opening of the account and annually 
thereafter, that 

(i) the account is established for the purpose 
of holding client funds in trust, 

(ii) the account is to be labelled by the 
financial institution as a “trust account”, 

(iii) the account is not to be accessed by any 
person other than authorized 
representatives of the principal distributor 
or participating dealer, of a person or 
company providing services to the 
principal distributor or participating dealer 
or of a person or company providing 
services to the investment fund, and 

(iv) the cash in the trust account may not be 
used to cover shortfalls in any accounts 
of the principal distributor or participating 
dealer, of a person or company providing 
services to the principal distributor or 
participating dealer, or of a person or 
company providing services to the 
investment fund; 

(b) ensure that the trust account bears interest at 
rates equivalent to comparable accounts of 
the financial institution; and 

(c) ensure that any charges against the trust 
account are not paid or reimbursed out of the 
trust account. 

11.4 Exemption 

(1) Sections 11.1 and 11.2 do not apply to a 
member of IIROC. 

(1.1) Except in Québec, sections 11.1 and 11.2 do 
not apply to a member of the MFDA. 

(1.2) In Québec, sections 11.1 and 11.2 do not 
apply to a mutual fund dealer. 

(1.3) Section 11.1 does not apply to CDS Clearing 
and Depository Services Inc. 

(2) A participating dealer that is a member of an 
SRO referred to in subsection (1) or (1.1) or, 
in Québec, that is a mutual fund dealer, must 
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permit the mutual fund and the principal 
distributor, through their respective auditors or 
other designated representatives, to examine 
the books and records of the participating 
dealer to verify the participating dealer’s 
compliance with the requirements of its 
association or exchange, or the requirements 
applicable to the mutual fund dealer under the 
regulations in Québec, that relate to the 
commingling of cash. 

11.5 Right of Inspection - The investment fund, its 
trustee, manager and principal distributor must 
ensure that all contractual arrangements made 
between any of them and any person or company 
providing services to the investment fund permit 
the representatives of the investment fund, its 
manager and trustee to examine the books and 
records of those persons or companies in order to 
monitor compliance with this Instrument. 

PART 12 - COMPLIANCE REPORTS 

12.1 Compliance Reports 

(1) A mutual fund, other than an exchange-traded 
mutual fund that is not in continuous 
distribution, that does not have a principal 
distributor must complete and file, within 
140 days after the financial year end of the 
mutual fund 

(a) 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 

(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) a report in the form contained in 
Appendix B-2 describing compliance by 
the principal distributor during that 
financial year with the applicable 
requirements of Parts 9, 10 and 11; and 

(b) a report by the auditor of the principal 
distributor or by the auditor of the mutual 
fund, in the form contained in 
Appendix B-2, concerning the report 
referred to in paragraph (a). 

(3) Each participating dealer that distributes 
securities of a mutual fund in a financial year 
of the participating dealer must complete and 
file, within 90 days after the end of that 
financial year 

(a) a report in the form contained in 
Appendix B-3 describing compliance by 
the participating dealer during that 

financial year with the applicable 
requirements of Parts 9, 10 and 11 in 
connection with its distribution of 
securities of all mutual funds in that 
financial year; and 

(b) a report by the auditor of the participating 
dealer, in the form contained in 
Appendix B-3, concerning the report 
referred to in paragraph (a). 

(4) Subsections (2) and (3) do not apply to a 
member of IIROC. 

(4.1) Except in Québec, subsections (2) and (3) do 
not apply to a member of the MFDA. 

(4.2) In Québec, subsections (2) and (3) do not 
apply to a mutual fund dealer. 

PART 13 - [REPEALED] 

PART 14 - RECORD DATE 

14.0.1 Application - This Part does not apply to an 
exchange-traded mutual fund. 

14.1 Record Date - The record date for determining the 
right of securityholders of a mutual fund to receive 
a dividend or distribution by the mutual fund must 
be one of 

(a) the day on which the net asset value per 
security is determined for the purpose 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 

(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). 

PART 15 - SALES COMMUNICATIONS AND 
PROHIBITED REPRESENTATIONS 

15.1 Ability to Make Sales Communications - Sales 
communications pertaining to an investment fund 
must be made by a person or company in 
accordance with this Part. 

15.2 Sales Communications - General 
Requirements 

(1) Despite any other provision of this Part, a 
sales communication must not  

(a) be untrue or misleading; or 

(b) include a statement that conflicts with 
information that is contained in the 
preliminary prospectus, the preliminary 
fund facts document, the prospectus or 
the fund facts document, as applicable, 

(i) of an investment fund, or 
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(ii) in which an asset allocation service 
is described. 

(2) All performance data or disclosure specifically 
required by this Instrument and contained in a 
written sales communication must be at least 
as large as 10-point type. 

15.3 Prohibited Disclosure in Sales 
Communications 

(1) A sales communication must not compare the 
performance of an investment fund or asset 
allocation service with the performance or 
change of any benchmark or investment 
unless 

(a) it includes all facts that, if disclosed, 
would be likely to alter materially the 
conclusions reasonably drawn or implied 
by the comparison; 

(b) it presents data for each subject of the 
comparison for the same period or 
periods; 

(c) it explains clearly any factors necessary 
to make the comparison fair and not 
misleading; and 

(d) in the case of a comparison with a 
benchmark 

(i) the benchmark existed and was 
widely recognized and available 
during the period for which the 
comparison is made, or 

(ii) the benchmark did not exist for all or 
part of the period, but a 
reconstruction or calculation of what 
the benchmark would have been 
during that period, calculated on a 
basis consistent with its current basis 
of calculation, is widely recognized 
and available. 

(2) A sales communication for a mutual fund or 
asset allocation service that is prohibited by 
paragraph 15.6(1)(a) from disclosing 
performance data must not provide 
performance data for any benchmark or 
investment other than a mutual fund or asset 
allocation service under common 
management with the mutual fund or asset 
allocation service to which the sales 
communication pertains. 

(2.1) A sales communication for a non-redeemable 
investment fund that is restricted by paragraph 
15.6(1)(a) from disclosing performance data 
must not provide performance data for any 
benchmark or investment, other than a non-
redeemable investment fund under common 
management with the non-redeemable 
investment fund to which the sales 
communication pertains. 

(3) Despite subsection (2), a sales 
communication for an index mutual fund may 
provide performance data for the index on 
which the investments of the mutual fund are 
based if the index complies with the 
requirements for benchmarks contained in 
paragraph (1)(d). 

(4) A sales communication must not refer to a 
performance rating or ranking of a mutual fund 
or asset allocation service unless 

(a) the rating or ranking is prepared by a 
mutual fund rating entity; 

(b) standard performance data is provided for 
any mutual fund or asset allocation 
service for which a performance rating or 
ranking is given; 

(c) 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; and 

(d)  the rating or ranking is based on a 
published category of mutual funds that 

(i)  provides a reasonable basis for 
evaluating the performance of the 
mutual fund or asset allocation 
service, and 

(ii)  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: 

(i)  the name of the category within 
which the mutual fund or asset 
allocation service is rated or ranked, 
including the name of the 
organization that maintains the 
category, 

(ii)  the number of mutual funds in the 
applicable category for each period 
of standard performance data 
required under paragraph (c), 

(iii)  the name of the mutual fund rating 
entity that provided the rating or 
ranking, 

(iv)  the length of the period or the first 
day of the period on which the rating 
or ranking is based, and its ending 
date, 

(v)  a statement that the rating or ranking 
is subject to change every month, 

(vi)  the criteria on which the rating or 
ranking is based, and 
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(vii)  if the rating or ranking consists of a 
symbol rather than a number, the 
meaning of the symbol, and 

(f)  the rating or ranking is to the same 
calendar month end that is 

(i)  not more than 45 days before the 
date of the appearance or use of the 
advertisement in which it is included, 
and 

(ii)  not more than three months before 
the date of first publication of any 
other sales communication in which it 
is included. 

(4.1) Despite paragraph (4)(c), a sales 
communication may refer to an overall rating 
or ranking 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 

(a) 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 downgraded; and 

(c) no designated rating organization or any 
of its DRO affiliates is currently rating the 
securities at a lower level. 

(6) A sales communication must not refer to a 
mutual fund as, or imply that it is, a money 
fund, cash fund or money market fund unless, 
at the time the sales communication is used 
and for each period for which money market 
fund standard performance data is provided, 
the mutual fund is and was a money market 
fund under this Instrument. 

(7) A sales communication must not state or 
imply that a registered retirement savings 
plan, registered retirement income fund or 
registered education savings plan in itself, 
rather than the investment fund to which the 
sales communication relates, is an 
investment. 

15.4 Required Disclosure and Warnings in Sales 
Communications 

(1) A written sales communication must 

(a) bear the name of the dealer that 
distributed the sales communication; and 

(b) if the sales communication is not an 
advertisement, contain the date of first 
publication of the sales communication. 

(2) A sales communication that includes a rate of 
return or a mathematical table illustrating the 
potential effect of a compound rate of return 
must contain a statement in substantially the 
following words: 

[The rate of return or mathematical table 
shown] is used only to illustrate the effects 
of the compound growth rate and is not 
intended to reflect future values of [the 
investment fund or asset allocation service] 
or returns on investment [in the investment 
fund or from the use of the asset allocation 
service]. 

(3) A sales communication, other than a report to 
securityholders, of a mutual fund that is not a 
money market fund and that does not contain 
performance data must contain a warning in 
substantially the following words: 

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: 

[If the securities of the non-redeemable 
investment fund are listed or quoted on an 
exchange or other market, state the following:] 
“You will usually pay brokerage fees to your 
dealer if you purchase or sell [units or shares] 
of the investment fund on [state the exchange 
or other market on which the securities of the 
investment fund are listed or quoted]. If the 
[units or shares] are purchased or sold on 
[state the exchange or other market], 
investors may pay more than the current 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.” 

[State the following in all cases:] “There are 
ongoing fees and expenses associated with 
owning [units or shares] of an investment 
fund. An investment fund must prepare 
disclosure documents that contain key 
information about the fund. You can find more 
detailed information about the fund in these 
documents. Investment funds are not 
guaranteed, their values change frequently 
and past performance may not be repeated.”. 
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(4) A sales communication, other than a report to 
securityholders, of a money market fund that 
does not contain performance data 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.  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. 

(5) A sales communication for an asset allocation 
service that does not contain 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 
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. 

(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 [dividends or 
distributions] and does [do] not take into 
account sales, redemption, distribution or 
optional charges or income taxes payable 
by any securityholder that would have 
reduced returns.  Mutual funds are not 
guaranteed, their values change frequently 
and past performance may not be repeated. 

(6.1) A sales communication, other than a report to 
securityholders, of a non-redeemable 
investment fund that contains performance 
data must contain a warning in substantially 
the following words: 

[If the securities of the non-redeemable 
investment fund are listed or quoted on an 
exchange or other market, state the following:] 
“You will usually pay brokerage fees to your 
dealer if you purchase or sell [units or shares] 
of the investment fund on [state the exchange 
or other market on which the securities of the 
investment fund are listed or quoted]. If the 
[units or shares] are purchased or sold on 
[state the exchange or other market], 
investors may pay more than the current 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.” 

[State the following in all cases:] “There are 
ongoing fees and expenses associated with 
owning [units or shares] of an investment 
fund. An investment fund must prepare 
disclosure documents that contain key 
information about the fund. You can find more 
detailed information about the fund in these 
documents. 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 [dividends or 
distributions] and does [do] not take into 
account [state the following, as applicable:] 
[certain fees such as redemption fees or 
optional charges or] income taxes payable by 
any securityholder that would have reduced 
returns. Investment funds are not guaranteed, 
their values change frequently and past 
performance may not be repeated.”. 

(7) A sales communication, other than a report to 
securityholders, of a money market fund that 
contains performance data must contain 

(a) 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 
performance data provided assumes 
reinvestment of distributions only and 
does not take into account sales, 
redemption, distribution or optional 
charges or income taxes payable by 
any securityholder that would have 
reduced returns.  Mutual fund 
securities are not covered by the 
Canada Deposit Insurance 
Corporation or by any other 
government deposit insurer.  There 
can be no assurances that the fund 
will be 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 
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to you.  Past performance may not be 
repeated. 

and 

(b) a statement in substantially the following 
words, immediately following the 
performance data: 

This is an annualized historical yield 
based on the seven day period ended 
on [date] [annualized in the case of 
effective yield by compounding the 
seven day return] and does not 
represent an actual one year return. 

(8) A sales communication for an asset allocation 
service 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 
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.  The indicated rate[s] of return is 
[are] the historical annual compounded total 
return[s] assuming the investment strategy 
recommended by the asset allocation 
service is used and after deduction of the 
fees and charges in respect of the service.  
The return[s] is [are] based on the historical 
annual compounded total returns of the 
participating funds including changes in 
[share] [unit] value and reinvestment of all 
[dividends or distributions] and does [do] not 
take into account sales, redemption, 
distribution or optional charges or income 
taxes payable by any securityholder in 
respect of a participating fund that would 
have reduced returns.  Mutual funds are not 
guaranteed, their values change frequently 
and past performance may not be repeated. 

(9) A sales communication distributed 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 must contain a 
warning in substantially the following words: 

A preliminary prospectus relating to the fund 
has been filed with certain Canadian 
securities commissions or similar 
authorities.  You cannot buy [units] [shares] 
of the fund until the relevant securities 
commissions or similar authorities issue 
receipts for the prospectus of the fund. 

(10) A sales communication for an investment fund 
or asset allocation service that purports to 
arrange a guarantee or insurance in order to 
protect all or some of the principal amount of 

an investment in the investment fund or asset 
allocation service must 

(a) identify the person or company providing 
the guarantee or insurance; 

(b) provide the material terms of the 
guarantee or insurance, including the 
maturity date of the guarantee or 
insurance; 

(c) if applicable, state that the guarantee or 
insurance does not apply to the amount 
of any redemptions before the maturity 
date of the guarantee or before the death 
of the securityholder and that 
redemptions before that date would be 
based on the net asset value per security 
of the investment fund at the time; and 

(d) modify any other disclosure required by 
this section appropriately. 

(11) The warnings referred to in this section must 
be communicated in a manner that a 
reasonable person would consider clear and 
easily understood at the same time as, and 
through the medium by which, the related 
sales communication is communicated. 

15.5 Disclosure Regarding Distribution Fees 

(1) A person or company must not describe a 
mutual fund in a sales communication as a 
“no-load fund” or use words of like effect if on 
a purchase or redemption of securities of the 
mutual fund investor fees are payable by an 
investor or if any fees, charges or expenses 
are payable by an investor to a participating 
dealer of the mutual fund named in the sales 
communication, other than 

(a) fees and charges related to specific 
optional services; 

(b) for a mutual fund that is not a money 
market fund, redemption fees on the 
redemption of securities of the mutual 
fund that are redeemed within 90 days 
after the purchase of the securities, if the 
existence of the fees is disclosed in the 
sales communication, or in the 
prospectus of the mutual fund; or 

(c) costs that are payable only on the set-up 
or closing of a securityholder’s account 
and that reflect the administrative costs of 
establishing or closing the account, if the 
existence of the costs is disclosed in the 
sales communication, or in the 
prospectus of the mutual fund. 

(2) If a sales communication describes a mutual 
fund as “no-load” or uses words to like effect, 
the sales communication must 

(a) indicate the principal distributor or a 
participating dealer through which an 
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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 

(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 mutual fund or the 
use of an asset allocation service must be 
expressed in a sales communication as 
a percentage of the amount paid by the 
purchaser and as a percentage of the net 
amount invested if a reference is made to 
sales charges or commissions. 

15.6 Performance Data - General Requirements 

(1) A sales communication pertaining to an 
investment fund or asset allocation service 
must not contain performance data of the 
investment fund or asset allocation service 
unless all of the following paragraphs apply: 

(a)  one of the following subparagraphs 
applies: 

(i)  in the case of a mutual fund, 
either of the following applies: 

(A) the mutual fund has 
distributed securities under 
a prospectus in a 
jurisdiction for a period of at 
least 12 consecutive 
months; 

(B) the mutual fund previously 
existed as a non-
redeemable investment 
fund and has been a 
reporting issuer in a 
jurisdiction for a period of at 
least 12 consecutive 
months; 

(ii)  in the case of a non-redeemable 
investment fund, the non-
redeemable investment fund has 
been a reporting issuer in a 
jurisdiction for at least 12 
consecutive months; 

(iii)  in the case of an asset allocation 
service, the asset allocation 
service has been operated for at 
least 12 consecutive months and 
has invested only in participating 

funds each of which has 
distributed securities under a 
prospectus in a jurisdiction for at 
least 12 consecutive months; 

(iv)  if the sales communication 
pertains to an investment fund or 
asset allocation service that does 
not satisfy subparagraph (i), (ii) 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; 

(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 equal to or larger than that used to 
present the other performance data; 

(c)  the performance data reflects or includes 
references to all elements of return; 

(d)  except as permitted by subsection 15.3(3), 
the sales communication does not contain 
performance data for a period that is, 

(i)  in the case of a mutual fund, 
before the time when the mutual 
fund offered its securities under a 
prospectus; 

(ii) in the case of a non-redeemable 
investment fund, before the non-
redeemable investment fund was 
a reporting issuer; 

(iii) in the case of an asset allocation 
service, before the asset 
allocation service commenced 
operation. 

(2)  Despite subparagraph (1)(d)(i), a sales 
communication pertaining to a mutual fund 
referred to in clause (1)(a)(i)(B) that contains 
performance data of the mutual fund must 
include performance data for the period that 
the fund existed as a non-redeemable 
investment fund and was a reporting issuer. 

15.7 Advertisements - An advertisement for a mutual 
fund or asset allocation service must not compare 
the performance of the mutual fund or asset 
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allocation service with any benchmark or 
investment other than 

(a) one or more mutual funds or asset allocation 
services that are under common management 
or administration with the mutual fund or asset 
allocation service to which the advertisement 
pertains; 

(b) one or more mutual funds or asset allocation 
services that have fundamental investment 
objectives that a reasonable person would 
consider similar to the mutual fund or asset 
allocation service to which the advertisement 
pertains; or 

(c) an index. 

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 investment 
other than any of the following: 

(a) one or more non-redeemable investment 
funds that are under common management or 
administration with the non-redeemable 
investment fund to which the advertisement 
pertains; 

(b) one or more non-redeemable investment 
funds that have fundamental investment 
objectives that a reasonable person would 
consider similar to the non-redeemable 
investment fund to which the advertisement 
pertains; 

(c) an index. 

15.8 Performance Measurement Periods Covered by 
Performance Data 

(1) A sales communication, other than a report to 
securityholders, that relates to a money 
market fund may provide standard 
performance data only if 

(a) the standard performance data has been 
calculated for the most recent seven day 
period for which it is practicable to 
calculate, taking into account publication 
deadlines; and 

(b) the seven day period does not start more 
than 45 days before the date of the 
appearance, use or publication of the 
sales communication. 

(2) A sales communication, other than a report to 
securityholders, that relates to an asset 
allocation service, or to an investment fund 
other than a money market fund must not 
provide standard performance data unless, 

(a) to the extent applicable, the standard 
performance data has been calculated for 
10, 5, 3 and one 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)  in the case of a non-redeemable 
investment fund that has been a reporting 
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 

(i) not more than 45 days before the 
date of the appearance or use of the 
advertisement in which it is included, 
and 

(ii) not more than three months before 
the date of first publication of any 
other sales communication in which it 
is included. 

(3) A report to securityholders must not contain 
standard performance data unless 

(a) to the extent applicable, the standard 
performance data has been calculated for 
10, 5, 3 and one 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) in the case of a non-redeemable 
investment fund that has been a reporting 
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 day as of which 
the statement of financial position of the 
financial statements contained in the 
report to securityholders was prepared. 

(4) A sales communication must clearly identify 
the periods for which performance data is 
calculated. 

15.9 Changes affecting Performance Data 

(1) If, during or after a performance measurement 
period of performance data contained in a 
sales communication, there have been 
changes in the business, operations or affairs 
of the investment fund or asset allocation 
service to which the sales communication 
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pertains that could have materially affected 
the performance of the investment fund or 
asset allocation service, the sales 
communication must contain 

(a) 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 

(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 with, or acquired 
assets from, another investment fund in a 
transaction that was a material change for the 
investment fund or would have been a 
material change for the investment fund had 
this Instrument been in force at the time of the 
transaction, then, in any sales communication 
of the investment fund, 

(a) the investment fund must provide 
summary disclosure of the transaction; 

(b) the investment fund may include its 
performance data covering any part of a 
period before the transaction only if it also 
includes the performance data for the 
other fund for the same periods; 

(c) the investment fund must not include its 
performance data for any part of a period 
after the transaction unless 

(i) 12 months have passed since the 
transaction, or 

(ii) the investment fund includes in the 
sales communication the 
performance data for itself and the 
other investment fund referred to in 
paragraph (b); and 

(d) the investment fund must not include any 
performance data for any period that is 
composed of both time before and after 
the transaction. 

15.10 Formula for Calculating Standard Performance 
Data 

(1) The standard performance data of an 
investment fund must be calculated in 
accordance with this Part. 

(2) In this Part 

“current yield” means the yield of a money 
market fund expressed as a percentage and 

determined by applying the following 
formula: 

current yield = [seven 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: 

effective yield = [(seven day return 
+ 1)365/7 -1] x 100; 

“seven day return” means the income yield 
of an account of a securityholder in a 
money market fund that is calculated by 

(a) determining the net change, exclusive of 
new subscriptions other than from the 
reinvestment of distributions or proceeds 
of redemption of securities of the money 
market fund, in the value of the account, 

(b) subtracting all fees and charges of the 
type referred to in paragraph 15.11(1)3 
for the seven day period, and 

(c) dividing the result by the value of the 
account at the beginning of the seven day 
period; 

“standard performance data” means, as 
calculated in each case in accordance with 
this Part, 

(a)  for a money market fund, either of the 
following: 

(i) the current yield; 

(ii) the current yield and effective yield, if 
the effective yield is reported in a 
type size that is at least equal to that 
of the current yield, and 

(b)  for any investment fund other than a 
money market fund, the total return; 

“total return” means the annual 
compounded rate of return for an 
investment fund for a period that would 
equate the initial value to the redeemable 
value at the end of the period, expressed as 
a percentage, and determined by applying 
the following formula: 

total return = [(redeemable value/initial 
value)(1/N) - 1] x 100 

where 

N = the length of the performance 
measurement period in years, with a 
minimum value of 1. 

(3) If there are fees and charges of the type 
described in paragraph 15.11(1)1 relevant to 
the calculation of redeemable value and initial 
value of the securities of an investment fund, 
the redeemable value and initial value of 
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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. 

(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: 

(a) “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” = 

R x (1 + D1 /P1 ) x (1 + D2 /P2 ) x (1 + D3 /P3) … 

x (1 + Dn /Pn ) 

where 

R = the net asset value of one unit or 
security of the investment fund at 
the end of the performance 
measurement period, 

D = the dividend or distribution amount 
per security of the investment fund 
at the time of each distribution, 

P = the dividend or distribution 
reinvestment price per security of 
the investment fund at the time of 
each distribution, and 

n = the number of dividends or 
distributions during the performance 
measurement period. 

(5) Standard performance data of an asset 
allocation service must be based upon the 
standard performance data of its participating 
funds. 

(6) Performance data 

(a) for an investment fund other than a 
money market fund must be calculated to 
the nearest one-tenth of one percent; and 

(b) for a money market fund must be 
calculated to the nearest one-hundredth 
of one percent. 

15.11 Assumptions for Calculating Standard 
Performance Data 

(1) 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 

(a) are accrued or paid in proportion to 
the length of the performance 
measurement period; 

(b) if structured in a manner that would 
result in the 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 services. 

3. All fees and charges payable by the 
investment fund are accrued or paid. 

4. Dividends or distributions by the 
investment fund are reinvested in the 
investment fund at the net asset value per 
security of the investment fund on the 
reinvestment dates during the 
performance measurement period. 

5. There are no non-recurring fees and 
charges that are payable by some or all 
securityholders and no recurring fees and 
charges that are payable by some but not 
all securityholders. 

6. In the case of a mutual fund, a complete 
redemption occurs at the end of the 
performance measurement period so that 
the ending redeemable value includes 
elements of return that have been 
accrued but not yet paid to 
securityholders. 

7. In the case of a non-redeemable 
investment fund, a complete redemption 
occurs at the net asset value of one 
security at the end of the performance 
measurement period so that the ending 
redeemable value includes elements of 
return that have been accrued but not yet 
paid to securityholders. 

(2) The following assumptions must be made in 
the calculation of standard performance data 
of an asset allocation service: 

1. Fees and charges that are payable by 
participants in the asset allocation service 

(a) are accrued or paid in proportion to 
the length of the performance 
measurement period; 

(b) if structured in a manner that would 
result in the performance information 
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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 services. 

3. The investment strategy recommended 
by the asset allocation service is utilized 
for the performance measurement period. 

4. Transfer fees are 

(a) accrued or paid; 

(b) if structured in a manner that would 
result in the performance information 
being dependent on the size of an 
investment, calculated on the basis 
of an account equal to the greater of 
$10,000 or the minimum amount that 
may be invested; and 

(c) if the fees and charges are fully 
negotiable, calculated on the basis of 
the average fees paid by an account 
of the size referred to in 
paragraph (b). 

5. A complete redemption occurs at the end 
of the performance measurement period 
so that the ending redeemable value 
includes elements of return that have 
been accrued but not yet paid to 
securityholders. 

(3) The calculation of standard performance data 
must be based on actual historical 
performance and the fees and charges 
payable by the investment fund and 
securityholders, or the asset allocation service 
and participants, in effect during the 
performance measurement period. 

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 

(a) whether the security represents a share in a 
corporation or an interest in a non-corporate 
entity; 

(b) the name of the mutual fund and its manager; 

(c) the fundamental investment objectives of the 
mutual fund; 

(d) without giving details, whether the security is 
or will be a qualified investment for a 
registered retirement savings plan, registered 
retirement income fund or registered 
education savings plan or qualifies or will 
qualify the holder for special tax treatment; 
and 

(e) any additional information permitted by 
securities legislation. 

15.13 Prohibited Representations 

(1) Securities issued by an unincorporated 
investment fund must be described by a term 
that is not and does not include the word 
“shares”. 

(2) A communication by an investment fund or 
asset allocation service, its promoter, 
manager, portfolio adviser, principal 
distributor, participating dealer or a person 
providing services to the investment fund or 
asset allocation service must not describe the 
investment fund as an alternative mutual fund 
or as a vehicle for investors to participate in 
the speculative trading of, or leveraged 
investment in, derivatives, unless the 
investment fund is an alternative mutual fund. 

15.14 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. 

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. 

3. A sales communication for a new class or 
series of security must not contain 
performance data for the existing class or 
series unless the sales communication clearly 
explains any differences between the new 
class or series and the existing class or series 
that could affect performance. 
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PART 15.1 -  INVESTMENT RISK CLASSIFICATION 
METHODOLOGY 

15.1.1 Use of Investment Risk Classification 
Methodology - A mutual fund must 

(a)  determine its investment risk level, at least 
annually, in accordance with Appendix F 
Investment Risk Classification Methodology and 

(b)  disclose its investment risk level in the fund facts 
document in accordance with Part I, Item 4 of 
Form 81-101F3, or the ETF facts document in 
accordance with Part I, Item 4 of Form 41-101F4, 
as applicable. 

PART 16 - [REPEALED] 

PART 17 - [REPEALED] 

PART 18 - SECURITYHOLDER RECORDS 

18.1 Maintenance of Records - An investment fund 
that is not a corporation must maintain, or cause to 
be maintained, up to date records of 

(a) the names and latest known addresses of 
each securityholder of the investment fund; 

(b) the number and class or series of a class of 
securities held by each securityholder of the 
investment fund; and 

(c) the date and details of each issue and 
redemption of securities, and each 
distribution, of the investment fund. 

18.2 Availability of Records 

(1) An investment fund that is not a corporation 
must make, or cause to be made, the records 
referred to in section 18.1 available for 
inspection, free of charge, during normal 
business 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, 
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 securityholder of the investment 
fund, provide, or cause to be provided, to the 
securityholder a copy of the records referred 
to in paragraphs 18.1(a) and (b) if the 
securityholder 

(a) has agreed in writing that the information 
contained in the register will not be used 
by the securityholder for any purpose 
other than attempting to influence the 
voting of securityholders of the 
investment fund or a matter relating to the 
administration of the investment fund; and 

(b) has paid a reasonable fee to the 
investment fund that does not exceed the 
reasonable costs to the investment fund 
of providing the copy of the register. 

PART 19 - EXEMPTIONS AND APPROVALS 

19.1 Exemption 

(1) The regulator or 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 
regulator may grant such an exemption. 

19.2 Exemption or Approval under Prior Policy 

(1) A mutual fund that has obtained, from the 
regulator or securities regulatory authority, an 
exemption or waiver from, or approval under, 
a provision of National Policy Statement No. 
39 before this Instrument came into force is 
exempt from any substantially similar 
provision of this Instrument, 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 or securities 
regulatory authority, approval under National 
Policy Statement 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 
Instrument comes into force, send to the 
regulator a letter or memorandum containing 
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(a) a brief description of the nature of the 
exemption from, or approval under, 
National Policy Statement No. 39 
previously obtained; and 

(b) the provision in the Instrument that is 
substantially similar to the provision in 
National Policy Statement No. 39 from or 
under which the exemption or approval 
was previously obtained. 

19.3 Revocation of Exemptions 

(1) A mutual fund that has obtained an exemption 
or waiver from, or approval under, National 
Policy Statement No. 39 or this Instrument 
before December 31, 2003, that relates to a 
mutual fund investing in other mutual funds, 
may no longer rely on the exemption, waiver 
or approval as of December 31, 2004. 

(2) In British Columbia, subsection (1) does not 
apply. 

PART 20 - TRANSITIONAL 

20.1 Effective Date - This Instrument comes into force 
on February 1, 2000. 

20.2 Sales Communications - Sales communications, 
other than advertisements, that were printed 
before December 31, 1999 may be used until 
August 1, 2000, despite any requirements in this 
Instrument. 

20.3 Reports to Securityholders - This Instrument 
does not apply to reports to securityholders 

(a) printed before February 1, 2000; or 

(b) that include only financial statements that 
relate to financial periods that ended before 
February 1, 2000. 

20.4 Mortgage Funds 

(1) Paragraphs 2.3(1)(b) and (c) do not apply to a 
mutual fund that has adopted fundamental 
investment objectives to permit it to invest in 
mortgages in accordance with National Policy 
Statement No. 29 if 

(a) a National Instrument replacing National 
Policy Statement No. 29 has not come 
into force; 

(b) the mutual fund was established, and has 
a prospectus for which a receipt was 
issued, before the date that this 
Instrument came into force; and 

(c) the mutual fund complies with National 
Policy Statement No. 29. 

(2)  If a non-redeemable investment fund has 
adopted fundamental investment objectives to 
permit it to invest in mortgages, paragraph 
2.3(2)(b) does not apply to the non-
redeemable investment fund if the non-
redeemable investment fund was established, 

and has a prospectus for which a receipt was 
issued, on or before September 22, 2014. 

20.5 Delayed Coming into Force 

(1) Despite section 20.1, subsection 4.4(1) does 
not come into force until August 1, 2000. 

(2) Despite section 20.1, the following provisions 
of this Instrument do not come into force until 
February 1, 2001: 

1. Subsection 2.4(2). 

2. Subsection 2.7(4). 

3. Subsection 6.4(1). 

4. Subsection 6.8(4). 
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APPENDIX A - [REPEALED]
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APPENDIX B-1 - COMPLIANCE REPORT 

TO: [The appropriate securities regulatory 
authorities] 

FROM: [Name of mutual fund] 

RE:  Compliance Report on National 
Instrument 81-102  
For the year ended [insert date] 

We hereby confirm that we have complied with the 
applicable requirements of Parts 9, 10 and 11 of National 
Instrument 81-102 for the year ended [insert date] [except 
as follows:] [list exceptions, if any]. 

[NAME of mutual fund] 

 

Signature 

 

 

Name and office of the person executing this report 

 

 

Date 
 

APPENDIX B-1 - AUDIT REPORT 

TO: [The appropriate securities regulatory 
authorities] 

RE:  Compliance Report on National 
Instrument 81-102 
For the year ended [insert date] 

We have audited [name of mutual fund]’s report made 
under section 12.1 of National Instrument 81-102 
regarding its compliance for the year ended [insert date] 
with the applicable requirements of Parts 9, 10 and 11 of 
that National Instrument.  Compliance with these 
requirements is the responsibility of the management of 
[name of mutual fund] (the “Fund”).  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 
includes examining, on a test basis, evidence supporting 
the assertions in management’s compliance report. 

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 
National Instrument 81-102. 

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 

 

 

Date 

 

 

Chartered Accountants 
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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 National 
Instrument 81-102   
For the year ended [insert date] 

FOR: [Name(s) of the mutual fund (the “Fund[s]”)] 

We hereby confirm that we have complied with the 
applicable requirements of Parts 9, 10 and 11 of National 
Instrument 81-102 in respect of the Fund[s] for the year 
ended [insert date] [except as follows:] [list exceptions, if 
any]. 

[NAME of the Distributor] 

 

Signature 

 

 

Name and office of the person executing this report 

 

 

Date 
 

APPENDIX B-2 - AUDIT REPORT 

TO: [The appropriate securities regulatory 
authorities] 

RE:  Compliance Report on National Instrument 
81-102 For the year ended [insert date] 

We have audited [name of principal distributor]’s report 
made under section 12.1 of National Instrument 81-102 
regarding its compliance for the year ended [insert date] 
with the applicable requirements of Parts 9, 10 and 11 of 
that National Instrument in respect of the [name of mutual 
funds] (the “Funds”).  Compliance with these 
requirements is the responsibility of the management of 
[name of principal distributor] (the “Company”).  Our 
responsibility is to express an opinion on management’s 
compliance report based on our audit. 

We conducted our audit in accordance with 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. 

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 National Instrument 81-102 in respect of the 
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 

 

 

Date 

 

 

Chartered Accountants 
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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 National 
Instrument 81-102 
For the year ended [insert date] 

We hereby confirm that we have sold mutual fund 
securities to which National Instrument 81-102 is 
applicable.  In connection with our activities in distributing 
these securities, we have complied with the applicable 
requirements of Parts 9, 10 and 11 of National 
Instrument 81-102 for the year ended [insert date] [except 
as follows:] [list exceptions, if any]. 

[NAME of the Distributor] 

 

Signature 

 

 

Name and office of the person executing this report 

 

 

Date 
 

APPENDIX B-3 - AUDIT REPORT 

TO: [The appropriate securities regulatory 
authorities] 

RE:  Compliance Report on National 
Instrument 81-102 For the year ended [insert 
date] 

We have audited [name of participating dealer]’s report 
made under section 12.1 of National Instrument 81-102 
regarding its compliance for the year ended [insert date] 
with the applicable requirements of Parts 9, 10 and 11 of 
that National Instrument 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 
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 National Instrument 81-102 in respect of sales 
of mutual fund securities. 

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 

 

 

Date 

 

 

Chartered Accountants 
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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 National Instrument 
31-103 Registration 
Requirements, Exemptions 
and Ongoing Registrant 
Obligations 

Newfoundland and 
Labrador 

s.191 of Reg 805/96 
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APPENDIX D - INVESTMENT FUND CONFLICT OF 
INTEREST INVESTMENT RESTRICTIONS 

Jurisdiction Securities Legislation 

Reference 

All Jurisdictions Paragraphs 13.5(2)(a) 

and (b) of National 

Instrument 31-103 

Registration 

Requirements, 

Exemptions and Ongoing 

Registrant Obligations 

and subsection 4.1(2) of 

this Instrument 

Alberta ss. 185(2) and (3) of the 

Securities Act (Alberta) 

British Columbia s. 6(2) of BC Instrument 

81-513 Self-Dealing 

New Brunswick s. 137(2) of the Securities 

Act (New Brunswick) 

Newfoundland and 

Labrador 

ss. 112(2), 112(3), 

119(2)(a) and 119(2)(b) 

of the Securities Act 

(Newfoundland and 

Labrador) 

Nova Scotia ss. 119(2) and (3) of the 

Securities Act (Nova 

Scotia) 

Ontario ss. 111(2) and (3) of the 

Securities Act (Ontario) 

Saskatchewan ss. 120(2) and (3) of the 

The Securities Act, 1988 

(Saskatchewan) 
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APPENDIX E - INVESTMENT FUND CONFLICT OF 
INTEREST REPORTING REQUIREMENTS 

Jurisdiction Securities Legislation 

Reference 

Alberta Paragraph 191(1)(a) of 

the Securities Act 

(Alberta) 

British Columbia Paragraph 9(a) of BC 

Instrument 81-513 Self-

Dealing 

New Brunswick Paragraph 143(1)(a) of 

the Securities Act (New 

Brunswick) 

Newfoundland and 

Labrador 

Paragraph 118(1)(a) of 

the Securities Act 

(Newfoundland and 

Labrador) 

Nova Scotia Paragraph 125(1)(a) of 

the Securities Act (Nova 

Scotia) 

Ontario Item 117(1)1 of the 

Securities Act (Ontario) 

Saskatchewan Paragraph 126(1)(a) of 

The Securities Act, 1988 

(Saskatchewan) 
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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 and 
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.” 

Item 1 - Investment risk level 

(1)  Subject to subsection (2), to determine the 
“investment risk level” of a mutual fund, 

(a)  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. 

Standard Deviation 

Range 

Investment Risk Level 

0 to less than 6 Low 

6 to less than 11 Low to medium 

11 to less than 16 Medium 

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: 

(a) 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: 

(1) 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 National 
Instrument 81-106 Investment Fund 
Continuous Disclosure. 

(3) In deciding whether to exercise the discretion 
to increase a mutual fund’s investment risk 
level as permitted in subsection (2) above, 
consideration should be given as to whether 
the standard deviation calculation applied 
under the Investment Risk Classification 
Methodology may result in a risk level that is 
below the manager’s own expectations for the 
mutual fund. This can occur, for example, 
when a mutual fund employs investment 
strategies that produce an atypical or non-
normal distribution of performance results. In 
such circumstances mutual funds are 
encouraged to consider supplementing the 
Investment Risk Classification Methodology 
with other factors or risk metrics in order to 
determine whether it would be appropriate to 
make an upward adjustment of the mutual 
fund’s risk level to better reflect the features of 
the mutual fund. 

Item 2 - Standard deviation 

(1) A mutual fund must calculate its standard 
deviation for the most recent 10 years as 
follows: 

 

(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: 

(a) 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; 

(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 corresponds to the date on which the 
securities of the series or class were first issued to 
investors. 
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Item 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 

(1) 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 Instrument, 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 

(a) 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 

(a) using the return history of the mutual 
fund, and 

(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 

(1)  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 

(a)  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 

(i)  a brief description of the reference 
index, and 

(ii)  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 

(a) contains a high proportion of the 
securities represented, or expected to be 
represented, in the mutual fund’s 
portfolio, 

(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, 
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(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, 

(f) has investable constituents and has 
security allocations that represent 
investable position sizes, for the mutual 
fund, and 

(g) 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 
Instrument, 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 Instrument, 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. 
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COMPANION POLICY 81-102CP TO 
NATIONAL INSTRUMENT 81-102 INVESTMENT 

FUNDS 

PART 1 - PURPOSE 

1.1 Purpose - The purpose of this Policy is to state 
the views of the Canadian securities regulatory 
authorities on various matters relating to National 
Instrument 81-102 Investment Funds (the 
“Instrument”), including 

(a) the interpretation of various terms used in the 
Instrument; 

(b) recommendations concerning the operating 
procedures that the Canadian securities 
regulatory authorities suggest that investment 
funds subject to the Instrument, or persons 
performing services for the investment funds, 
adopt to ensure compliance with the 
Instrument; 

(c) discussions of circumstances in which the 
Canadian securities regulatory authorities 
have granted relief from particular 
requirements of National Policy Statement 
No. 39 (“NP39”), the predecessor to the 
Instrument, and the conditions that those 
authorities imposed in granting that relief; and 

(d) recommendations concerning applications for 
approvals required under, or relief from, 
provisions of the Instrument. 

PART 2 - COMMENTS ON DEFINITIONS CONTAINED 
IN THE INSTRUMENT 

2.01 “alternative mutual fund”   

(1)  This term replaced the term “commodity pool” 
that was previously defined under the National 
Instrument 81-104 Commodity Pools (NI 81-
104). Mutual funds that were commodity pools 
under NI 81-104 are deemed to be alternative 
mutual funds under this Instrument. 

(2)  The definition of “alternative mutual fund” 
contemplates that the fund’s fundamental 
investment objectives will reflect those 
features that distinguish the alternative mutual 
fund from more conventional mutual funds. 
Therefore if an existing mutual were to convert 
to an alternative mutual fund, we would expect 
such a change to necessitate changes to the 
mutual fund’s investment objectives that 
would require securityholder approval under 
Part 5 of the Instrument. 

(3)  The Instrument does not mandate a naming 
convention for mutual funds. However, it is our 
view that a mutual fund with the word 
“alternative” in its name could be misleading 
or cause confusion in the marketplace if that 
mutual fund is not an alternative mutual fund. 
We would generally expect that the only 

mutual funds that would use that term in their 
name would be alternative mutual funds. 

2.1 “asset allocation service” - The definition of 
“asset allocation service” in the Instrument 
includes only specific administrative services in 
which an investment in mutual funds subject to the 
Instrument is an integral part.  The Canadian 
securities regulatory authorities do not view this 
definition as including general investment services 
such as discretionary portfolio management that 
may, but are not required to, invest in mutual funds 
subject to this Instrument. 

2.2 “cash equivalent”  - The definition of “cash 
equivalent” in the Instrument includes certain 
evidences of indebtedness of Canadian financial 
institutions.  This includes banker’s acceptances. 

2.3 “clearing corporation” - The definition of 
“clearing corporation” in the Instrument includes 
both incorporated and unincorporated 
organizations, which may, but need not, be part of 
an options or futures exchange. 

2.3.1 “cleared specified derivative” – the definition of 
“cleared specified derivative” is intended to apply 
to derivatives transactions that take place through 
the facilities of a “regulated clearing agency” as 
defined in National Instrument 94-101 Mandatory 
Central Clearing of Derivatives. The Instrument 
provides exemptions from certain of the provisions 
governing the use of cleared specified derivatives 
by investment funds. These exemptions are 
intended to facilitate the use of the clearing 
infrastructure in compliance with international 
requirements for mandatory clearing of derivatives, 
although the exemptions also apply in respect of 
cleared specified derivatives that are not subject to 
mandatory clearing obligations. 

2.4 “debt-like security” - Paragraph (b) of the 
definition of “debt-like security” in the Instrument 
provides that the value of the component of an 
instrument that is not linked to the underlying 
interest of the instrument must account for less 
than 80% of the aggregate value of the instrument 
in order that the instrument be considered a 
debt-like security.  The Canadian securities 
regulatory authorities have structured this 
provision in this manner to emphasize what they 
consider the most appropriate manner to value 
these instruments.  That is, one should first value 
the component of the instrument that is not linked 
to the underlying interest, as this is often much 
easier to value than the component that is linked 
to the underlying interest.  The Canadian 
securities regulatory authorities recognize the 
valuation difficulties that can arise if one attempts 
to value, by itself, the component of an instrument 
that is linked to the underlying interest. 

2.4.1 “designated rating” and “designated rating 
organization” - The Canadian securities 
regulatory authorities recognize there are existing 
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contracts that use the predecessor terms 
“approved credit rating”, “approved rating” and 
“approved credit rating organization”.  The content 
of the new definitions “designated rating” and 
“designated rating organization” is substantially the 
same as the content of their respective 
predecessor terms, only the terminology has 
changed.  Therefore, it is reasonable to interpret 
the predecessor terms as having the same 
meaning as the definition of “designated rating” 
and “designated rating organization” in the 
Instrument as applicable. 

2.5 “fundamental investment objectives” 

(1) The definition of “fundamental investment 
objectives” is relevant in connection with 
paragraph 5.1(1)(c) of the Instrument, which 
requires that the approval of securityholders of 
an investment fund be obtained before any 
change is made to the fundamental 
investment objectives of the investment fund.  
The fundamental investment objectives of an 
investment fund are required to be disclosed 
in a prospectus under Part B of 
Form 81-101F1 Contents of Simplified 
Prospectus or under the requirements of Form 
41-101F2 Information Required in an 
Investment Fund Prospectus. The definition of 
“fundamental investment objectives” 
contained in the Instrument uses the language 
contained in the disclosure requirements of 
Form 81-101F1 and Form 41-101F2, and the 
definition should be read to include the 
matters that would have to be disclosed under 
the Item of the applicable form concerning 
“Fundamental Investment Objectives”.  
Accordingly, any change to the investment 
fund requiring a change to that disclosure 
would trigger the requirement for 
securityholder approval under 
paragraph 5.1(1)(c) of the Instrument. 

(2) Form 41-101F2 and Part B of Form 81-101F1 
set out, among other things, the obligation that 
an investment fund disclose in a prospectus 
both its fundamental investment objectives 
and its investment strategies.  The matters 
required to be disclosed under the Item of the 
applicable form relating to “Investment 
Strategies” are not “fundamental investment 
objectives” under the Instrument. 

(3) Generally speaking, the “fundamental 
investment objectives” of an investment fund 
are those attributes that define its fundamental 
nature.  For example, investment funds that 
are guaranteed or insured, or that pursue a 
highly specific investment approach such as 
index funds or derivative funds, may be 
defined by those attributes.  Often the manner 
in which an investment fund is marketed will 
provide evidence as to its fundamental nature; 
an investment fund whose advertisements 
emphasize, for instance, that investments are 

guaranteed likely will have the existence of a 
guarantee as a “fundamental investment 
objective”. 

(4) [Deleted] 

(5) One component of the definition of 
“fundamental investment objectives” is that 
those objectives distinguish an investment 
fund from other investment  funds.  This 
component does not imply that the 
fundamental investment objectives for each 
investment  fund must be unique. Two or 
more investment  funds can have identical 
fundamental investment objectives. 

2.6 “guaranteed mortgage” - A mortgage insured 
under the National Housing Act (Canada) or 
similar provincial statutes is a “guaranteed 
mortgage” for the purposes of the Instrument. 

2.7 “hedging” 

(1) One component of the definition of “hedging” 
is the requirement that hedging transactions 
result in a “high degree of negative correlation 
between changes in the value of the 
investment or position, or group of 
investments or positions, being hedged and 
changes in the value of the instrument or 
instruments with which the investment or 
position is hedged”.  The Canadian securities 
regulatory authorities are of the view that 
there need not be complete congruence 
between the hedging instrument or 
instruments and the position or positions 
being hedged if it is reasonable to regard the 
one as a hedging instrument for the other, 
taking into account the closeness of the 
relationship between fluctuations in the price 
of the two and the availability and pricing of 
hedging instruments. 

(2) The definition of “hedging” includes a 
reference to the “maintaining” of the position 
resulting from a hedging transaction or series 
of hedging transactions.  The inclusion of this 
component in the definition requires an 
investment fund to ensure that a transaction 
continues to offset specific risks of the 
investment  fund in order that the transaction 
be considered a “hedging” transaction under 
the Instrument; if the “hedging” position 
ceases to provide an offset to an existing risk 
of an investment fund, then that position is no 
longer a hedging position under the 
Instrument, and can be held by the investment  
fund only in compliance with the specified 
derivatives rules of the Instrument that apply 
to non-hedging positions.  The component of 
the definition that requires the “maintaining” of 
a hedge position does not mean that an 
investment fund is locked into a specified 
derivatives position; it simply means that the 
specified derivatives position must continue to 
satisfy the definition of “hedging” in order to 
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receive hedging treatment under the 
Instrument. 

(3) Paragraph (b) of the definition of “hedging” 
has been included to ensure that currency 
cross hedging continues to be permitted under 
the Instrument.  Currency cross hedging is the 
substitution of currency risk associated with 
one currency for currency risk associated with 
another currency, if neither currency is a 
currency in which the investment  fund 
determines its net asset value per security 
and the aggregate amount of currency risk to 
which the investment  fund is exposed is not 
increased by the substitution.  Currency cross 
hedging is to be distinguished from currency 
hedging, as that term is ordinarily used.  
Ordinary currency hedging, in the context of 
investment  funds, would involve replacing the 
investment  fund’s exposure to a “non-net 
asset value” currency with exposure to a 
currency in which the investment  fund 
calculates its net asset value per security.  
That type of currency hedging is subject to 
paragraph (a) of the definition of “hedging”. 

2.8 “illiquid asset” - A portfolio asset of a mutual 
fund that meets the definition of “illiquid asset” will 
be an illiquid asset even if a person or company, 
including the manager or the portfolio adviser of a 
mutual fund or a partner, director or officer of the 
manager or portfolio adviser of a mutual fund or 
any of their respective associates or affiliates, has 
agreed to purchase the asset from the mutual 
fund.  That type of agreement does not affect the 
words of the definition, which defines “illiquid 
asset” in terms of whether that asset cannot be 
readily disposed of through market facilities on 
which public quotations in common use are widely 
available. 

2.9 “manager” - The definition of “manager” under 
the Instrument only applies to the person or 
company that actually directs the business of the 
investment  fund, and does not apply to others, 
such as trustees, that do not actually carry out this 
function.  Also, a “manager” would not include a 
person or company whose duties are limited to 
acting as a service provider to the investment  
fund, such as a portfolio adviser. 

2.10 “option” - The definition of “option” includes 
warrants, whether or not the warrants are listed on 
a stock exchange or quoted on an 
over-the-counter market. 

2.11 “performance data“- The term “performance data” 
includes data on an aspect of the investment 
performance of an investment fund, an asset 
allocation service, security, index or benchmark.  
This could include data concerning return, volatility 
or yield.  The Canadian securities regulatory 
authorities note that the term “performance data” 
would not include a rating prepared by an 
independent organization reflecting the credit 
quality, rather than the performance, of, for 

instance, an investment fund’s portfolio or the 
participating funds of an asset allocation service. 

2.12 “public medium” - An “advertisement” is defined 
in the Instrument to mean a sales communication 
that is published or designed for use on or through 
a “public medium”.  The Canadian securities 
regulatory authorities interpret the term “public 
medium” to include print, television, radio, tape 
recordings, video tapes, computer disks, the 
Internet, displays, signs, billboards, motion 
pictures and telephones. 

2.13 “purchase” 

(1) The definition of a “purchase”, in connection 
with the acquisition of a portfolio asset by an 
investment fund, means an acquisition that is 
the result of a decision made and action taken 
by the investment  fund. 

(2) The Canadian securities regulatory authorities 
consider that the following types of 
transactions would generally be purchases of 
a security by an investment fund under the 
definition: 

1. The investment fund effects an ordinary 
purchase of the security, or, at its option, 
exercises, converts or exchanges a 
convertible security held by it. 

2. The investment  fund receives the 
security as consideration for a security 
tendered by the investment  fund into a 
take-over bid. 

3. The investment fund receives the security 
as the result of a merger, amalgamation, 
plan of arrangement or other 
reorganization for which the investment  
fund voted in favour. 

4. The investment  fund receives the 
security as a result of the automatic 
exercise of an exchange or conversion 
right attached to another security held by 
the investment  fund in accordance with 
the terms of that other security or the 
exercise of that exchange or conversion 
right at the option of the investment  fund. 

5.   

(a) The investment  fund has become 
legally entitled to dispose of the 
collateral held by it under a securities 
loan or repurchase agreement and to 
apply proceeds of realization to 
satisfy the obligations of the 
counterparty of the investment  fund 
under the transaction, and 

(b) sufficient time has passed after the 
event described in paragraph (a) to 
enable the investment  fund to sell 
the collateral in a manner that 
maintains an orderly market and that 
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permits the preservation of the best 
value for the investment  fund. 

(3) The Canadian securities regulatory authorities 
consider that the following types of 
transactions would generally not be purchases 
of a security by an investment  fund under the 
definition: 

1. The investment  fund receives the 
security as a result of a compulsory 
acquisition by an issuer following 
completion of a successful take-over bid. 

2. The investment fund receives the security 
as a result of a merger, amalgamation, 
plan of arrangement or other 
reorganization that the investment  fund 
voted against. 

3. The investment fund receives the security 
as the result of the exercise of an 
exchange or conversion right attached to 
a security held by the investment  fund 
made at the discretion of the issuer of the 
security held by the investment  fund. 

4. The investment fund declines to tender 
into an issuer bid, even though its 
decision is likely to result in an increase in 
its percentage holdings of a security 
beyond what the investment  fund would 
be permitted under the Instrument to 
purchase. 

2.14 “restricted security” - A special warrant is a form 
of restricted security and, accordingly, the 
provisions of the Instrument applying to restricted 
securities apply to special warrants. 

2.15 “sales communication” 

(1) The term “sales communication” includes a 
communication by an investment fund to (i) a 
securityholder of the investment fund and (ii) a 
person or company that is not a securityholder 
if the purpose of the communication is to 
induce the purchase of securities of the 
investment fund.  A sales communication 
therefore does not include a communication 
solely between an investment fund or its 
promoter, manager, principal distributor or 
portfolio adviser and a participating dealer, or 
between the principal distributor or a 
participating dealer and its registered 
salespersons, that is indicated to be internal 
or confidential and that is not designed to be 
passed on by any principal distributor, 
participating dealer or registered salesperson 
to any securityholder of, or potential investor 
in, the investment  fund.  In the view of the 
Canadian securities regulatory authorities, if a 
communication of that type were so passed 
on by the principal distributor, participating 
dealer or registered salesperson, the 
communication would be a sales 
communication made by the party passing on 

the communication if the recipient of the 
communication were a securityholder of the 
investment  fund or if the intent of the principal 
distributor, participating dealer or registered 
salesperson in passing on the communication 
were to induce the purchase of securities of 
the investment  fund. 

(2) The term “sales communication” is defined in 
the Instrument such that the communication 
need not be in writing and includes any oral 
communication.  The Canadian securities 
regulatory authorities are of the view that the 
requirements in the Instrument pertaining to 
sales communications would apply to 
statements made at an investor conference to 
securityholders or to others to induce the 
purchase of securities of the investment  fund. 

(3) The Canadian securities regulatory authorities 
are of the view that image advertisements that 
are intended to promote a corporate identity or 
the expertise of an investment fund manager 
fall outside the definition of “sales 
communication”.  However, an advertisement 
or other communication that refers to a 
specific investment fund or funds or promotes 
any particular investment portfolio or strategy 
would be a sales communication and 
therefore be required to include warnings of 
the type now described in section 15.4 of the 
Instrument. 

(4) In the case of an investment fund, 
paragraph (b) of the definition of a “sales 
communication” in the Instrument excludes 
sales communications contained in certain 
documents that the investment fund is 
required to prepare, including audited or 
unaudited financial statements, statements of 
account and confirmations of trade.  The 
Canadian securities regulatory authorities are 
of the view that if information is contained in 
these types of documents that is not required 
to be included by securities legislation, any 
such additional material is not excluded by 
paragraph (b) of the definition of sales 
communication and may, therefore, constitute 
a sales communication if the additional 
material otherwise falls within the definition of 
that term in the Instrument. 

2.16 “specified derivative” 

(1) The term “specified derivative” is defined to 
mean an instrument, agreement or security, 
the market price, value or payment obligations 
of which are derived from, referenced to or 
based on an underlying interest.  Certain 
instruments, agreements or securities that 
would otherwise be specified derivatives 
within the meaning of the definition are then 
excluded from the definition for purposes of 
the Instrument. 
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(2) Because of the broad ambit of the lead in 
language to the definition, it is impossible to 
list every instrument, agreement or security 
that might be caught by that lead in language 
but that is not considered to be a derivative in 
any normal commercial sense of that term. 
The Canadian securities regulatory authorities 
consider conventional floating rate debt 
instruments, securities of an investment fund, 
American depositary receipts and instalment 
receipts generally to be within this category, 
and generally will not treat those instruments 
as specified derivatives in administering the 
Instrument. 

(3) However, the Canadian securities regulatory 
authorities note that these general exclusions 
may not be applicable in cases in which a 
mutual fund invests in one of the vehicles 
described in subsection (2) with the result that 
the mutual fund obtains or increases exposure 
to a particular underlying interest in excess of 
the limit set out in section 2.1 of the 
Instrument. In such circumstances, the 
Canadian securities regulatory authorities are 
likely to consider that instrument a specified 
derivative under the Instrument. 

2.17 “standardized future” - The definition of 
“standardized future” refers to an agreement 
traded on a futures exchange.  This type of 
agreement is called a “futures contract” in the 
legislation of some jurisdictions, and an “exchange 
contract” in the legislation of some other 
jurisdictions (such as British Columbia and 
Alberta).  The term “standardized future” is used in 
the Instrument to refer to these types of contracts, 
to avoid conflict with existing local definitions. 

2.18 “swap” - The Canadian securities regulatory 
authorities are of the view that the definition of a 
swap in the Instrument would include conventional 
interest rate and currency swaps, as well as equity 
swaps. 

PART 3 - INVESTMENTS 

3.1 [Deleted] 

3.2 Index Mutual Funds 

(1) An “index mutual fund” is defined in 
section 1.1 of the Instrument as a mutual fund 
that has adopted fundamental investment 
objectives that require it to 

(a) hold the securities that are included in a 
permitted index or permitted indices of 
the mutual fund in substantially the same 
proportion as those securities are 
reflected in that permitted index or 
permitted indices; or 

(b) invest in a manner that causes the mutual 
fund to replicate the performance of that 
permitted index or those permitted 
indices. 

(2) This definition includes only mutual funds 
whose entire portfolio is invested in 
accordance with one or more permitted 
indices. The Canadian securities regulatory 
authorities recognize that there may be mutual 
funds that invest part of their portfolio in 
accordance with a permitted index or indices, 
with a remaining part of the portfolio being 
actively managed. Those mutual funds cannot 
avail themselves of the relief provided by 
subsection 2.1(5) of the Instrument, which 
provides relief from the “10 % rule” contained 
in subsection 2.1(1) of the Instrument, 
because they are not “index mutual funds”. 
The Canadian securities regulatory authorities 
acknowledge that there may be circumstances 
in which the principles behind the relief 
contained in subsection 2.1(5) of the 
Instrument is also applicable to 
“partially-indexed” mutual funds. Therefore, 
the Canadian securities regulatory authorities 
will consider applications from those types of 
mutual funds for relief analogous to that 
provided by subsection 2.1(5) of the 
Instrument. 

(3) It is noted that the manager of an index 
mutual fund may make a decision to base all 
or some of the investments of the mutual fund 
on a different permitted index than a permitted 
index previously used. This decision might be 
made for investment reasons or because that 
index no longer satisfies the definition of 
“permitted index” in the Instrument. It is noted 
that this decision by the manager will be 
considered by the Canadian securities 
regulatory authorities generally to constitute a 
change of fundamental investment objectives, 
thereby requiring securityholder approval 
under paragraph 5.1(1)(c) of the Instrument. 
In addition, this decision would also constitute 
a material change for the mutual fund, thereby 
requiring an amendment to the prospectus of 
the mutual fund and the issuing of a press 
release under Part 11 of National 
Instrument 81-106 Investment Fund 
Continuous Disclosure. 

3.2.1 Control Restrictions - An investment fund 
generally holds a passive stake in the businesses 
in which it invests; that is, an investment fund 
generally does not seek to obtain control of, or 
become involved in, the management of investee 
companies.  This key restriction on the type of 
investment activities that may be undertaken by an 
investment fund is codified in section 2.2 of the 
Instrument.  Exceptions to this are labour 
sponsored or venture capital funds, where some 
degree of involvement in the management of the 
investees is generally an integral part of the 
investment strategy. 

In determining whether an investment fund 
exercises control over, or is involved in the 
management of, an investee company, for the 
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purposes of compliance with section 2.2 of the 
Instrument, the Canadian securities regulatory 
authorities will generally consider indicators, 
including the following: 

(a) any right of the investment fund to appoint 
directors, or observers, of the board of the 
investee company; 

(b) any right of the investment fund to restrict the 
management of the investee company, or to 
approve or veto decisions made by the 
management of the investee company; 

(c) any right of the investment  fund to restrict the 
transfer of securities by other securityholders 
of the investee company. 

The Canadian securities regulatory authorities will 
take the above factors into consideration when 
considering the nature of an investment fund’s 
investment in an issuer to determine whether the 
investment fund is in compliance with section 2.2 of 
the Instrument.  The Canadian securities regulatory 
authorities will also refer to the applicable 
accounting standards in determining whether an 
investment fund is exercising control over an 
issuer. 

3.3 Special Warrants - An investment fund is required 
by subsection 2.2(3) of the Instrument to assume 
the conversion of each special warrant it holds.  
This requirement is imposed because the nature of 
a special warrant is such that there is a high 
degree of likelihood that its conversion feature will 
be exercised shortly after its issuance, once a 
prospectus relating to the underlying security has 
been filed. 

3.3.1 Illiquid Assets 

(1) The Canadian securities regulatory authorities 
expect the manager of an investment fund 
(whether a mutual fund or a non-redeemable 
investment fund) to establish an effective liquidity 
risk management policy that considers the liquidity 
of the types of assets in which the investment fund 
will be invested, and the fund's obligations and 
other liabilities (for example, meeting redemption 
requests, or margin calls from derivative 
counterparties). Appropriate internal limits for the 
investment fund's liquidity needs, in line with its 
investment strategies, should be established. 

(2) As portfolio assets may become illiquid when 
market conditions change, the Canadian securities 
regulatory authorities are of the view that the 
manager should regularly measure, monitor and 
manage the liquidity of the investment fund's 
portfolio assets, keeping in mind the time to 
liquidate each portfolio asset, the price the asset 
may be sold at and the pattern of redemption 
requests. 

(3) Furthermore, the Canadian securities regulatory 
authorities are of the view that illiquid assets are 
generally more difficult to value, for the purposes 

of calculating an investment fund's net asset value, 
than assets which are liquid. As a result, where a 
non-redeemable investment fund has a large 
proportion of its assets invested in illiquid assets, 
this raises concerns about the accuracy of the 
fund's net asset value and the amount of any fees 
calculated with reference to net asset value. 
Accordingly, staff of the Canadian securities 
regulatory authorities may raise comments or 
questions in the course of their reviews of the 
prospectuses or continuous disclosure documents 
of non-redeemable investment funds where such 
funds have a significant proportion of their assets 
invested in illiquid assets. 

3.4 Investment in Other Investment Funds 

(1) [Deleted] 

(2) Subsection 2.5(7) of the Instrument provides 
that certain investment restrictions and 
reporting requirements do not apply to 
investments in other investment funds made 
in accordance with section 2.5 of the 
Instrument.  In some cases, an investment 
fund’s investments in other investment  funds 
will be exempt from the requirements of 
section 2.5 of the Instrument because of an 
exemption granted by the regulator or 
securities regulatory authority.  In these 
cases, assuming the investment fund 
complies with the terms of the exemption, its 
investments in other investment  funds would 
be considered to have been made in 
accordance with section 2.5 of the Instrument.  
It is also noted that subsection 2.5(7) of the 
Instrument applies only with respect to an 
investment fund’s investments in other 
investment  funds, and not for any other 
investment or transaction. 

(3) Section 2.5.1 of the Instrument provides that 
certain investment restrictions and reporting 
requirements do not apply to investments by 
investment funds that are not reporting 
issuers, including investments in other 
investment funds that are not reporting 
issuers, made in accordance with the 
conditions in section 2.5.1 of the Instrument. 
Paragraphs 2.5.1(2)(c) to (f) of the Instrument 
also specify the accounting preparation and 
auditing standards that apply to the 
preparation and auditing of financial 
statements of an underlying fund in which an 
investment fund that is not a reporting issuer, 
determines to invest in reliance on the 
exemption. 

3.5 Instalments of Purchase 
Price - Paragraph 2.6(d) of the Instrument 
prohibits an investment fund from purchasing 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.  This prohibition does not extend 
to the purchase of securities that are paid for on 



Companion Policy 81-102CP 

 - 8 - 

an instalment basis in which the total purchase 
price and the amounts of all instalments are fixed 
at the time the first instalment is made. 

3.6 Purchase of Evidences of 
Indebtedness - Paragraph 2.6(f) of the Instrument 
prohibits an investment fund from lending either 
cash or a portfolio asset other than cash.  The 
Canadian securities regulatory authorities are of 
the view that the purchase of an evidence of 
indebtedness, such as a bond or debenture, a loan 
participation or loan syndication as permitted by 
paragraph 2.3(1)(i) or (2)(c) of the Instrument, or 
the purchase of a preferred share that is treated as 
debt for accounting purposes, does not constitute 
the lending of cash or a portfolio asset. 

3.6.1 Cash Borrowing – Subsection 2.6(2) of the 
Instrument permits an alternative mutual fund or 
non-redeemable investment fund to borrow cash 
for investment purposes (including investing on 
margin) from an entity that meets the criteria of a 
fund custodian or subcustodian under section 6.2 
or 6.3, and can include the fund’s own custodian 
or subcustodian. This provision also permits a fund 
to borrow cash from a lender that is an affiliate or 
associate of the fund’s investment fund manager 
provided independent review committee approval 
is granted. 

3.7 Securities Lending, Repurchase and Reverse 
Repurchase Transactions 

(1) Section 2.12, 2.13 and 2.14 of the Instrument 
each contains a number of conditions that 
must be satisfied in order that an investment 
fund may enter into a securities lending, 
repurchase or reverse repurchase transaction 
in compliance with the Instrument. It is 
expected that, in addition to satisfying these 
conditions, the manager on behalf of the 
investment fund, in co-ordination with an 
agent, will ensure that the documentation 
evidencing these types of transactions 
contains customary provisions to protect the 
investment fund and to document the 
transaction properly. Among other things, 
these provisions would normally include: 

(a) a definition of an “event of default” under 
the agreement, which would include 
failure to deliver cash or securities, or to 
promptly pay to the investment fund 
amounts equal to dividends and interest 
paid, and distributions made, on loaned 
or sold securities, as required by the 
agreement; 

(b) provisions giving non-defaulting parties 
rights of termination, rights to sell the 
collateral, rights to purchase identical 
securities to replace the loaned securities 
and legal rights of set off in connection 
with their obligations if an event of default 
occurs; and 

(c) provisions that deal with, if an event of 
default occurs, how the value of collateral 
or securities held by the non-defaulting 
party that is in excess of the amount 
owed by the defaulting party will be 
treated. 

(2) Section 2.12, 2.13 and 2.14 of the Instrument 
each imposes a requirement that an 
investment fund that has entered into a 
securities lending, repurchase or reverse 
repurchase transaction hold cash or securities 
of at least 102 % of the market value of the 
securities or cash held by the investment 
fund’s counterparty under the transaction. It is 
noted that the 102 % requirement is a 
minimum requirement, and that it may be 
appropriate for the manager of an investment 
fund, or the agent acting on behalf of the 
investment fund, to negotiate the holding of a 
greater amount of cash or securities if 
necessary to protect the interests of the 
investment fund in a particular transaction, 
having regard to the level of risk for the 
investment fund in the transaction. In addition, 
if the recognized best practices for a particular 
type of transaction in a particular market calls 
for a higher level of collateralization than 
102 %, it is expected that, absent special 
circumstances, the manager or the agent 
would ensure that its arrangements reflect the 
relevant best practices for that transaction. 

(3) Paragraph 3 of subsection 2.12(1) of the 
Instrument refers to securities lending 
transactions in terms of securities that are 
“loaned” by an investment fund in exchange 
for collateral. Some securities lending 
transactions are documented so that title to 
the “loaned” securities is transferred from the 
“lender” to the “borrower”. The Canadian 
securities regulatory authorities do not 
consider this fact as sufficient to disqualify 
those transactions as securities loan 
transactions within the meaning of the 
Instrument, so long as the transaction is in 
fact substantively a loan. References 
throughout the Instrument to “loaned” 
securities, and similar references, should be 
read to include securities “transferred” under a 
securities lending transaction. 

(4) Subparagraph 6(d) of subsection 2.12(1) 
permits the use of irrevocable letters of credit 
as collateral in securities lending transactions. 
The Canadian securities regulatory authorities 
believe that at a minimum, the prudent use of 
letters of credit will involve the following 
arrangements: 

(a) the investment fund should be allowed to 
draw down any amount of the letter of 
credit at any time by presenting its sight 
draft and certifying that the borrower is in 
default of its obligations under the 
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securities lending agreement, and the 
amount capable of being drawn down 
would represent the current market value 
of the outstanding loaned securities or the 
amount required to cure any other 
borrower default; and 

(b) the letter of credit should be structured so 
that the lender may draw down, on the 
date immediately preceding its expiration 
date, an amount equal to the current 
market value of all outstanding loaned 
securities on that date. 

(5) Paragraph 9 of subsection 2.12(1) and 
paragraph 8 of subsection 2.13(1) of the 
Instrument each provides that the agreement 
under which an investment fund enters into a 
securities lending or repurchase transaction 
include a provision requiring the investment 
fund’s counterparty to promptly pay to the 
investment fund, among other things, 
distributions made on the securities loaned or 
sold in the transaction. In this context, the 
term “distributions” should be read broadly to 
include all payments or distributions of any 
type made on the underlying securities, 
including without limitation, distributions of 
property, stock dividends, securities received 
as the result of splits, all rights to purchase 
additional securities and full or partial 
redemption proceeds. This extended meaning 
conforms to the meaning given the term 
“distributions” in several standard forms of 
securities loan agreements widely used in the 
securities lending and repurchase markets. 

(6) Sections 2.12, 2.13 and 2.14 of the Instrument 
each make reference to the “delivery” and 
“holding” of securities or collateral by the 
investment fund. The Canadian securities 
regulatory authorities note that these terms 
will include the delivery or holding by an agent 
for an investment fund. In addition, the 
Canadian securities regulatory authorities 
recognize that under ordinary market practice, 
agents pool collateral for securities 
lending/repurchase clients; this pooling of 
itself is not considered a violation of the 
Instrument. 

(7) Sections 2.12, 2.13 and 2.14 of the Instrument 
each require that the securities involved in a 
securities lending, repurchase or reverse 
repurchase transaction be marked to market 
daily and adjusted as required daily. It is 
recognized that market practice often involves 
an agent marking to market a portfolio at the 
end of a business day, and effecting the 
necessary adjustments to a portfolio on the 
next business day. So long as each action 
occurs on each business day, this market 
practice is not a breach of the Instrument. 

(8) As noted in subsection (7), the Instrument 
requires the daily marking to market of the 

securities involved in a securities lending, 
repurchase or reverse repurchase transaction. 
The valuation principles used in this marking 
to market may be those generally used by the 
agent acting for the investment fund, even if 
those principles deviate from the principles 
that are used by the investment fund in 
valuing its portfolio assets for the purposes of 
calculating net asset value. 

(9) Paragraph 6 of subsection 2.13(1) of the 
Instrument imposes a requirement concerning 
the delivery of sales proceeds to the 
investment fund equal to 102 % of the market 
value of the securities sold in the transaction. 
It is noted that accrued interest on the sold 
securities should be included in the calculation 
of the market value of those securities. 

(10) Section 2.15 of the Instrument imposes the 
obligation on a manager of an investment fund 
to appoint an agent or agents to administer its 
securities lending and repurchase 
transactions, and makes optional the ability of 
a manager to appoint an agent or agents to 
administer its reverse repurchase 
transactions. A manager that appoints more 
than one agent to carry out these functions 
may allocate responsibility as it considers 
best. For instance, it may be appropriate that 
one agent be responsible for domestic 
transactions, with one or more agents 
responsible for off shore transactions. 
Managers should ensure that the various 
requirements of sections 2.15 and 2.16 of the 
Instrument are satisfied for all agents. 

(11) It is noted that the responsibilities of an agent 
appointed under section 2.15 of the 
Instrument include all aspects of acting on 
behalf of an investment fund in connection 
with securities lending, repurchase or reverse 
repurchase agreements. This includes acting 
in connection with the reinvestment of 
collateral or securities held during the life of a 
transaction. 

(12) Subsection 2.15(3) of the Instrument requires 
that an agent appointed by an investment fund 
to administer its securities lending, repurchase 
or reverse repurchase transactions shall be a 
custodian or sub-custodian of the investment 
fund. It is noted that the provisions of Part 6 of 
the Instrument generally apply to the agent in 
connection with its activities relating to 
securities lending, repurchase or reverse 
repurchase transactions. The agent must 
have been appointed as custodian or 
sub-custodian in accordance with section 6.1, 
and must satisfy the other requirements of 
Part 6 in carrying out its responsibilities. 

(13) Subsection 2.15(4) of the Instrument provides 
that the manager of an investment fund must 
not authorize an agent to enter into securities 
lending, repurchase or, if applicable, reverse 
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repurchase transactions on behalf of the 
investment fund unless there is a written 
agreement between the agent, the manager 
and the investment fund that deals with 
certain prescribed matters. Subsection (4) 
requires that the manager and the investment 
fund, in the agreement, provide instructions to 
the agent on the parameters to be followed in 
entering into the type of transaction to which 
the agreement pertains. The parameters 
would normally include: 

(a) details on the types of transactions that 
may be entered into by the investment 
fund; 

(b) types of portfolio assets of the investment 
fund to be used in the transaction; 

(c) specification of maximum transaction 
size, or aggregate amount of assets that 
may be committed to transactions at any 
one time; 

(d) specification of permitted counterparties; 

(e) any specific requirements regarding 
collateralization, including minimum 
requirements as to amount and 
diversification of collateralization, and 
details on the nature of the collateral that 
may be accepted by the investment fund; 

(f) directions and an outline of 
responsibilities for the reinvestment of 
cash collateral received by the investment 
fund under the program to ensure that 
proper levels of liquidity are maintained at 
all times; and 

(g) duties and obligations on the agent to 
take action to obtain payment by a 
borrower of any amounts owed by the 
borrower. 

(14) The definition of “cash cover” contained in 
section 1.1 of the Instrument requires that the 
portfolio assets used for cash cover not be 
“allocated for specific purposes”. Securities 
loaned by a mutual fund in a securities lending 
transaction have been allocated for specific 
purposes and therefore cannot be used as 
cash cover by the mutual fund for its specified 
derivatives obligations. 

(15) An investment fund sometimes needs to vote 
securities held by it in order to protect its 
interests in connection with corporate 
transactions or developments relating to the 
issuers of the securities. The manager and the 
portfolio adviser of an investment fund, or the 
agent of the investment fund administering a 
securities lending program on behalf of the 
investment fund, should monitor corporate 
developments relating to securities that are 
loaned by the investment fund in securities 
lending transactions, and take all necessary 

steps to ensure that the investment fund can 
exercise a right to vote the securities when 
necessary. This may be done by way of a 
termination of a securities lending transaction 
and recall of loaned securities, as described in 
paragraph 11 of subsection 2.12(1) of the 
Instrument. 

(16) As part of the prudent management of a 
securities lending, repurchase or reverse 
repurchase program, managers of investment 
funds, together with their agents, should 
ensure that transfers of securities in 
connection with those programs are effected 
in a secure manner over an organized market 
or settlement system. For foreign securities, 
this may entail ensuring that securities are 
cleared through central depositories. 
Investment funds and their agents should pay 
close attention to settlement arrangements 
when entering into securities lending, 
repurchase and reverse repurchase 
transactions. 

3.7.1 Money Market Funds - Section 2.18 of the 
Instrument imposes daily and weekly liquidity 
requirements on money market funds. Specifically, 
money market funds must keep 5% of their assets 
invested in cash or readily convertible into cash 
within one day, and 15% of their assets invested in 
cash or readily convertible into cash within one 
week. Assets that are “readily convertible to cash” 
would generally be short-term, highly liquid 
investments that are readily convertible to known 
amounts of cash and which are subject to an 
insignificant risk of changes in value. Such assets 
can be sold in the ordinary course of business 
within one business day (in the case of the daily 
liquidity requirement) or within five business days 
(in the case of the weekly liquidity requirement) at 
approximately the value ascribed to them by the 
money market fund. The Canadian securities 
regulatory authorities note that the securities do 
not have to mature within the one and five 
business day periods. For example, direct 
obligations of the Canadian or U.S. government, or 
of a provincial government, that mature after one 
or five business days but that can be readily 
converted to cash within one or five business 
days, would likely be eligible for the 5% and 15% 
liquidity requirements. 

3.8 Prohibited Investments 

(1) Subsection 4.1(4) of the Instrument permits 
a dealer managed investment fund to make 
an investment otherwise prohibited by 
subsection 4.1(1) of the Instrument and the 
corresponding provisions in securities 
legislation referred to in Appendix C to the 
Instrument if the independent review 
committee of the dealer managed 
investment fund has approved the 
transaction under subsection 5.2(2) of 
National Instrument 81-107 Independent 
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Review Committee for Investment Funds 
(“NI 81-107”).  The Canadian securities 
regulatory authorities expect the independent 
review committee may contemplate giving its 
approval as a standing instruction, as 
contemplated in section 5.4 of NI 81-107. For 
purchases of debt securities made during the 
60-day period after distribution, commentary 7 
to section 6.1 of NI 81-107 provides guidance 
to assist in determining if the ask price for a 
debt security is readily available. 

(2) Subsection 4.3(2) of the instrument permits an 
investment fund to purchase a class of debt 
securities from, or sell a class of debt 
securities to, another investment fund 
managed by the same manager or an affiliate 
of the manager where the price payable for 
the security is not publicly available, if the 
independent review committee of the 
investment fund has approved the transaction 
under subsection 5.2(2) of NI-81-107 and the 
requirements in section 6.1 of NI-81-107 have 
been met.  The Canadian securities regulatory 
authorities expect the independent review 
committee may contemplate giving its 
approval as a standing instruction, as 
contemplated in section 5.4 of NI-81-107. 

(3) In providing its approval under 
paragraph 4.3(2) of the Instrument, the 
Canadian securities regulatory authorities 
expect the independent review committee to 
have satisfied itself that the price of the 
security is fair.  It may do this by considering 
the price quoted on a marketplace (e.g., 
CanPx or TRACE), or by obtaining a quote 
from an independent, arm’s-length purchaser 
or seller, immediately before the purchase or 
sale. 

PART 4 - USE OF SPECIFIED DERIVATIVES 

4.1 Exercising Options on 
Futures - Paragraphs 2.8(1)(d) and (e) of the 
Instrument prohibit a mutual fund from, among 
other things, opening and maintaining a position in 
a standardized future except under the conditions 
referred to in those paragraphs.  Opening and 
maintaining a position in a standardized future 
could be effected through the exercise by a mutual 
fund of an option on futures.  Therefore, it should 
be noted that a mutual fund cannot exercise an 
option on futures and assume a position in a 
standardized future unless the applicable 
provisions of paragraphs 2.8(1)(d) or (e) are 
satisfied. 

4.2 Registration Matters - The Canadian securities 
regulatory authorities remind industry participants 
of the following requirements contained in 
securities legislation: 

1. An investment fund may only invest in or use 
clearing corporation options and 
over-the-counter options if the portfolio 

adviser advising with respect to these 
investments 

(a) is permitted, either by virtue of 
registration as an adviser under the 
securities legislation or commodity futures 
legislation of the jurisdiction in which the 
portfolio adviser is providing the advice or 
an exemption from the requirement to be 
registered, to provide that advice to the 
investment fund under the laws of that 
jurisdiction; and 

(b) has satisfied all applicable option 
proficiency requirements of that 
jurisdiction. 

2. An investment fund may invest in or use 
futures and options on futures only if the 
portfolio adviser advising with respect to these 
investments or uses is registered as an 
adviser under the securities or commodity 
futures legislation of the jurisdiction in which 
the portfolio adviser is providing the advice, if 
this registration is required in that jurisdiction, 
and meets the proficiency requirements for 
advising with respect to futures and options on 
futures in the jurisdiction. 

3. A portfolio adviser of an investment fund that 
receives advice from a non-resident 
sub-adviser as contemplated by section 2.10 
of the Instrument is not relieved from the 
registration requirements described in 
paragraphs 1 and 2. 

4. In Ontario, a non-resident sub-adviser is 
required, under the commodity futures 
legislation of Ontario, to be registered in 
Ontario if it provides advice to another 
portfolio adviser of an investment fund in 
Ontario concerning the use of standardized 
futures by the investment fund. Section 2.10 
of the Instrument does not exempt the 
non-resident sub-adviser from this 
requirement.  A non-resident sub-adviser 
should apply for an exemption in Ontario if it 
wishes to carry out the arrangements 
contemplated by section 2.10 without being 
registered in Ontario under that legislation. 

4.3 Leveraging 

(1) The investment restrictions in the Instrument 
are in part intended to prevent the use of 
specified derivatives for the purpose of 
leveraging the assets of a mutual fund. The 
definition of “hedging” prohibits leveraging 
with respect to specified derivatives used for 
hedging purposes. The provisions of 
subsection 2.8(1) of the Instrument restrict 
leveraging with respect to specified 
derivatives used for non-hedging purposes. 

(2) Alternative mutual funds however, are 
exempted from section 2.8 and are instead 
subject to the restrictions on the use of 
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leverage set out in section 2.9.1 of the 
Instrument, which limit exposure to certain 
sources of leverage to no more than 300% of 
an alternative mutual fund’s net asset value. 
The calculation in section 2.9.1 requires an 
investment fund to determine the notional 
amount of its specified derivatives positions. 
While the Instrument does not define notional 
amount, in this context we would expect it to 
be determined in regard to the value of the 
underlying reference asset, as if the specified 
derivative position were converted into the 
equivalent position in the underlying reference 
asset at the time of the calculation. 

4.4 Cash Cover - The definition of “cash cover” in the 
Instrument prescribes the securities or other 
portfolio assets that may be used to satisfy the 
cash cover requirements relating to specified 
derivatives positions of mutual funds required by 
Part 2 of the Instrument.  The definition of “cash 
cover” includes various interest bearing securities; 
the definition includes interest accrued on those 
securities, and so mutual funds are able to include 
accrued interest for purposes of cash cover 
calculations. 

PART 5 - LIABILITY AND INDEMNIFICATION 

5.1 Liability and Indemnification 

(1) Subsection 4.4(1) of the Instrument contains 
provisions that require that any agreement or 
declaration of trust under which a person or 
company acts as manager of an investment 
fund provide that the manager is responsible 
for any loss that arises out of the failure of it, 
and of any person or company retained by it 
or the investment fund to discharge any of the 
manager’s responsibilities to the investment 
fund, to satisfy the standard of care referred to 
in that section.  Subsection 4.4(2) of the 
Instrument provides that an investment fund 
must not relieve the manager from that 
liability. 

(2) The purpose of these provisions is to ensure 
that the manager remains responsible to the 
investment fund and therefore indirectly to its 
securityholders for the duty of care that is 
imposed by the securities legislation of most 
jurisdictions, and to clarify that the manager is 
responsible for ensuring that service providers 
perform to the level of that standard of care.  
The Instrument does not regulate the 
contractual relationships between the 
manager and service providers; whether a 
manager can seek indemnification from a 
service provider that fails to satisfy that 
standard of care is a contractual issue 
between those parties. 

(3) Subsection 4.4(5) of the Instrument provides 
that section 4.4 does not apply to any losses 
to an investment fund or securityholder arising 
out of an action or inaction by a custodian or 

sub-custodian or by a director of an 
investment fund.  A separate liability regime is 
imposed, on custodians or sub-custodians by 
section 6.6 of the Instrument.  Directors are 
subject to the liability regime imposed by the 
relevant corporate legislation. 

5.2 Securities Lending, Repurchase and Reverse 
Repurchase Transactions 

(1) As described in section 5.1, section 4.4 of the 
Instrument is designed to ensure that the 
manager of an investment fund is responsible 
for any loss that arises out of the failure of it, 
and of any person or company retained by it 
or the investment fund to discharge any of the 
manager’s responsibilities to the investment 
fund, to satisfy the standard of care referred to 
in that section. 

(2) The retention by a manager of an agent under 
section 2.15 of the Instrument to administer 
the investment fund’s securities lending, 
repurchase or reverse repurchase 
transactions does not relieve the manager 
from ultimate responsibility for the 
administration of those transactions in 
accordance with the Instrument and in 
conformity with the standard of care imposed 
on the manager by statute and required to be 
imposed on the agent in the relevant 
agreement by subsection 2.15(4) of the 
Instrument. 

(3) Under subsection 2.15(3) of the Instrument, 
the custodian or sub-custodian of an 
investment fund must be the agent appointed 
to act on behalf of the investment fund to 
administer securities lending, repurchase or 
reverse repurchase transactions of the 
investment fund. The activities of the agent, 
as custodian or sub-custodian, are not within 
the responsibility of the manager of the 
investment fund, as provided for in 
subsection 4.4(5) of the Instrument. However, 
the activities of the agent, in its role as 
administering the investment funds’ securities 
lending, repurchase or reverse repurchase 
transactions, are within the ultimate 
responsibility of the manager, as provided for 
in subsection 4.4(6) of the Instrument. 

PART 6 - SECURITYHOLDER MATTERS 

6.1 Meetings of Securityholders - Subsection 5.4(1) 
of the Instrument imposes a requirement that a 
meeting of securityholders of an investment fund 
called for the purpose of considering any of the 
matters referred to in subsection 5.1(1) of the 
Instrument must be called on notice sent at least 
21 days before the date of the meeting.  Industry 
participants are reminded that the provisions of 
National Instrument 54-101 Communication with 
Beneficial Owners of Securities of a Reporting 
Issuer, or a successor instrument, may apply to 
any meetings of securityholders of investment 
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funds and that those provisions may require that a 
longer period of notice be given. 

6.2 Limited Liability 

(1) Investment funds generally are structured in a 
manner that ensures that investors are not 
exposed to the risk of loss of an amount more 
than their original investment.  This is a very 
important and essential attribute of investment 
funds. 

(2) Investment funds that are structured as 
corporations do not raise pressing liability 
problems because of the limited liability 
regime of corporate statutes. 

(3) Investment funds that are structured as limited 
partnerships may raise some concerns about 
the loss of limited liability if limited partners 
participate in the management or control of 
the partnership.  The Canadian securities 
regulatory authorities encourage managers of 
investment funds that are structured as limited 
partnerships to consider this issue in 
connection with the holding of meetings of 
securityholders, even if required under 
subsection 5.1(1) of the Instrument.  In 
addition, in the view of the Canadian 
securities regulatory authorities, all managers 
of investment funds that are structured as 
limited partnerships should include a 
discussion of this issue as a risk factor in 
prospectuses. 

6.3 Calculation of Fees 

(1) Paragraph 5.1(1)(a) of the Instrument requires 
securityholder approval before the basis of the 
calculation of a fee or expense that is charged 
to an investment fund is changed in a way that 
could result in an increase in charges to the 
investment fund.  The Canadian securities 
regulatory authorities note that the phrase 
“basis of the calculation” includes any 
increase in the rate at which a particular fee is 
charged to the investment fund. 

(2) The Canadian securities regulatory authorities 
are of the view that the requirement of 
paragraph 5.1(1)(a) of the Instrument would 
not apply in instances where the change to 
the basis of the calculation is the result of 
separate individual agreements between the 
manager of the investment fund and individual 
securityholders of the investment fund, and 
the resulting increase in charges is payable 
directly or indirectly by those individual 
securityholders only. 

6.4. Fund Conversions 

(1) For the purposes of 
subparagraphs 5.1(1)(h)(i), (ii) and (iii) of the 
Instrument, the Canadian securities regulatory 
authorities consider that any change that will 
restructure an investment fund from its 

original structure requires the prior approval of 
the securityholders of the investment fund. 
For example, a non-redeemable investment 
fund may be designed to convert into a mutual 
fund on a specified date, or it may be 
designed to convert into a mutual fund after a 
specified date if the securities of the 
investment fund have traded at a specified 
discount to their net asset value per security 
for more than a set period of time. In each 
case, when the event that triggers the 
conversion occurs, the redemption feature of 
the securities of the non-redeemable 
investment fund changes and the securities of 
the non-redeemable investment fund will 
typically become redeemable at their net 
asset value per security daily. This change in 
the redemption feature of the securities of the 
investment fund may not be implemented 
unless securityholder approval has been 
obtained under subparagraph 5.1(1)(h)(i) of 
the Instrument. Another example of a change 
requiring securityholder approval is where an 
investment fund seeks to obtain control, or 
become involved in the management, of 
companies in which it invests, which is 
inconsistent with the nature of an investment 
fund. In such a situation, the investment fund 
would be required to obtain securityholder 
approval under subparagraph 5.1(1)(h)(iii) of 
the Instrument, in order to convert into a 
non-investment fund issuer, before it could 
become involved in the management of, or 
exercise control over, investees. 

 (2) For the purposes of subsection 5.1(2) of the 
Instrument, the Canadian securities regulatory 
authorities consider the costs and expenses 
associated with a change referred to in 
paragraph 5.1(1)(h) of the Instrument to 
include costs associated with the 
securityholder meeting to obtain approval of 
the change, the costs of preparing and filing a 
prospectus to commence continuous 
distribution of securities if the investment fund 
is converting from a non-redeemable 
investment fund to a mutual fund in 
continuous distribution, and brokerage 
commissions payable as a result of any 
portfolio realignment necessary to carry out 
the transaction. 

PART 7 - CHANGES 

7.1 [Repealed] 

7.2 Mergers of Investment Funds - Subsection 
5.6(1) of the Instrument provides that mergers of 
investment funds may be carried out on the 
conditions described in that subsection without 
prior approval of the securities regulatory authority. 
The Canadian securities regulatory authorities 
consider that the types of transactions 
contemplated by subsection 5.6(1) of the 
Instrument when carried out in accordance with 
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the conditions of that subsection address the 
fundamental regulatory concerns raised by 
mergers of investment funds. This includes 
circumstances where a transaction does not 
satisfy the pre-approval criteria in clause 
5.6(1)(a)(ii)(A) or subparagraph 5.6(1)(b)(i) but 
certain conditions are satisfied. In particular, the 
manager must come to the determination that the 
transaction is in the best interests in the 
investment fund and explain that view in the 
materials sent to securityholders. In circumstances 
where portfolios of the consolidating investment 
funds will be required to be realigned before a 
merger, the Canadian securities regulatory 
authorities note that paragraph 5.6(1)(h) of the 
Instrument provides that none of the costs and 
expenses associated with the transaction may be 
borne by the investment fund. Brokerage 
commissions payable as a result of any portfolio 
realignment necessary to carry out the transaction 
would, in the view of the Canadian securities 
regulatory authorities, be costs and expenses 
associated with the transaction. 

7.3 Regulatory Approval for Reorganizations 

(1) Paragraph 5.7(1)(b) of the Instrument requires 
certain details to be provided in respect of an 
application for regulatory approval required by 
paragraph 5.5(1)(b) that is not automatically 
approved under subsection 5.6(1).  The 
Canadian securities regulatory authorities will 
be reviewing this type of proposed 
transaction, among other things, to ensure 
that adequate disclosure of the differences 
between the issuers participating in the 
proposed transaction is given to 
securityholders of the investment fund that will 
be merged, reorganized or amalgamated with 
another issuer. 

(2) If an investment fund is proposed to be 
merged, amalgamated or reorganized with an 
investment fund that has a net asset value 
that is smaller than the net asset value of the 
terminating investment fund, the Canadian 
securities regulatory authorities will consider 
the implications of the proposed transaction 
on the smaller continuing investment fund.  
The Canadian securities regulatory authorities 
believe that this type of transaction generally 
would constitute a material change for the 
smaller continuing investment fund, thereby 
triggering the requirements of 
paragraph 5.1(1)(g) of the Instrument and Part 
11 of National Instrument 81-106 Investment 
Fund Continuous Disclosure. 

7.4 [Repealed] 

7.5 Circumstances in Which Approval of 
Securityholders Not Required 

(1) Subsection 5.3(2) of the Instrument provides 
that an investment fund’s reorganization with, 
or transfer of assets to another issuer may be 

carried out on the conditions described in 
paragraph 5.3(2)(a) or (b) without the prior 
approval of the securityholders of the 
investment fund. 

(2) If the manager refers the change 
contemplated in subsection 5.3(2) of the 
Instrument to the investment fund’s 
independent review committee, and 
subsequently seeks the approval of the 
securityholders of the investment fund, the 
Canadian securities regulatory authorities 
expect the manager to include a description of 
the independent review committee’s 
determination in the written notice to 
securityholders referred to in section 5.4 of the 
Instrument. 

(3) The Canadian securities regulatory authorities 
expect the written notice referred to in 
subparagraph 5.3(2)(a)(iv) and (v) of the 
Instrument to include, at a minimum, the 
expected date of the reorganization, the name 
of the other investment fund with which the 
investment fund will be reorganized, how a 
securityholder of the investment fund may 
obtain a copy of the other investment fund's 
fund facts or simplified prospectus, as 
applicable, and a description of the 
determination of the investment fund's 
independent review committee with respect to 
the reorganization. 

7.6 Change of Auditor - Section 5.3.1 of the 
Instrument requires that the independent review 
committee of the investment fund give its prior 
approval to the manager before the auditor of the 
investment fund may be changed. 

7.7 Connection to NI 81-107 - There may be matters 
under subsection 5.1(1) of the Instrument that may 
also be a conflict of interest matter as defined in 
NI 81-107.  The Canadian securities regulatory 
authorities expect any matter under 
subsection 5.1(1) of the Instrument subject to 
review by the independent review committee to be 
referred by the manager to the independent review 
committee before seeking the approval of 
securityholders of the investment fund.  The 
Canadian securities regulatory authorities further 
expect the manager to include a description of the 
independent review committee’s determination in 
the written notice to securityholders referred to 
subsection 5.4(2) of the Instrument. 

7.8 Termination of an Investment Fund -- 
Subsection 5.8(2) of the Instrument requires a 
mutual fund that is terminating to give notice of the 
termination to all securityholders of the mutual 
fund. Section 5.8.1 of the Instrument requires a 
non-redeemable investment fund that is 
terminating to issue and file a press release 
announcing the termination. Investment funds for 
which the termination is a material change must 
also comply with the requirements of Part 11 of 
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National Instrument 81-106 Investment Fund 
Continuous Disclosure. 

PART 8 - CUSTODIANSHIP OF PORTFOLIO ASSETS 

8.1 Standard of Care - The standard of care 
prescribed by section 6.6 of the Instrument is a 
minimum standard only.  Similarly, the provisions 
of section 6.5 of the Instrument, designed to 
protect an investment fund from loss in the event 
of the insolvency of those holding its portfolio 
assets, are minimum requirements.  The Canadian 
securities regulatory authorities are of the view 
that the requirements set out in section 6.5 may 
require custodians and sub-custodians to take 
such additional steps as may be necessary or 
desirable properly to protect the portfolio assets of 
the investment fund in a foreign jurisdiction and to 
ensure that those portfolio assets are unavailable 
to satisfy the claims of creditors of the custodian or 
sub-custodian, having regard to creditor protection 
and bankruptcy legislation of any foreign 
jurisdiction in which portfolio assets of an 
investment fund may be located. 

8.2 Book-Based System 

(1) Subsection 6.5(3) of the Instrument provides 
that a custodian or sub-custodian of an 
investment fund may arrange for the deposit 
of portfolio assets of the investment fund with 
a depository, or clearing agency, that operates 
a book-based system.  Such depositories or 
clearing agencies include The Canadian 
Depository For Securities Limited, the 
Depository Trust Company or any other 
domestic or foreign depository or clearing 
agency that is incorporated or organized 
under the laws of a country or a political 
subdivision of a country and operates a 
book-based system in that country or political 
subdivision or operates a transnational 
book-based system. 

(2) A depository or clearing agency that operates 
a book-based system used by an investment 
fund is not considered to be a custodian or 
sub-custodian of the investment fund. 

8.3 Compliance - Paragraph 6.7(1)(c) of the 
Instrument requires the custodian of an investment 
fund to make any changes periodically that may be 
necessary to ensure that the custodian and 
sub-custodian agreements comply with Part 6, and 
that there is no sub-custodian of the investment 
fund that does not satisfy the applicable 
requirements of sections 6.2 or 6.3.  The Canadian 
securities regulatory authorities note that 
necessary changes to ensure this compliance 
could include a change of sub-custodian. 

PART 9 - CONTRACTUAL PLANS 

9.1 Contractual Plans - Industry participants are 
reminded that the term “contractual plan” used in 
Part 8 of the Instrument is a defined term in the 
securities legislation of most jurisdictions, and that 

contractual plans as so defined are not the same 
as automatic or periodic investment plans.  The 
distinguishing feature of a contractual plan is that 
sales charges are not deducted at a constant rate 
as investments in mutual fund securities are made 
under the plan; rather, proportionately higher sales 
charges are deducted from the investments made 
during the first year, or in some plans the first 
two years. 

PART 10 - SALES AND REDEMPTIONS OF 
SECURITIES 

10.1 General - The purposes of Parts 9, 10 and 11 of 
the Instrument include ensuring that 

(a) investors’ cash is received by an investment 
fund promptly; 

(b) the opportunity for loss of an investors’ cash 
before investment in the investment fund is 
minimized; and 

(c) the investment fund or the appropriate 
investor receives all interest that accrues on 
cash during the periods between delivery of 
the cash by an investor until investment in the 
investment fund, in the case of the purchase 
of investment fund securities, or between 
payment of the cash by the investment fund 
until receipt by the investor, in the case of 
redemptions. 

10.2 Interpretation 

(1) [Deleted] 

(2) The Instrument refers to “securityholders” of 
an investment fund in several provisions. 
Investment funds must keep a record of the 
holders of their securities.  An investment fund 
registers a holder of its securities on this 
record as requested by the person or 
company placing a purchase order or as 
subsequently requested by that registered 
securityholder. The Canadian securities 
regulatory authorities are of the view that an 
investment fund is entitled to rely on its 
register of holders of securities to determine 
the names of such holders and in its 
determination as to whom it is to take 
instructions from. 

(3) Accordingly, when the Instrument refers to 
“securityholder” of an investment fund, it is 
referring to the securityholder registered as a 
holder of securities on the records of the 
investment fund.  If that registered 
securityholder is a participating dealer acting 
for its client, the investment fund deals with 
and takes instructions from that participating 
dealer.  The Instrument does not regulate the 
relationship between the participating dealer 
and its client for whom the participating dealer 
is acting as agent.  The Canadian securities 
regulatory authorities note however, that the 
participating dealer should, as a matter of 



Companion Policy 81-102CP 

 - 16 - 

prudent business practice, obtain appropriate 
instructions, in writing, from its client when 
dealing with the client’s beneficial holdings in 
an investment fund. 

10.3 Receipt of Orders 

(1) A principal distributor or participating dealer of 
a mutual fund should endeavour, to the extent 
possible, to receive cash to be invested in the 
mutual fund at the time the order to which they 
pertain is placed. 

(2) A dealer receiving an order for redemption 
should, at the time of receipt of the investor’s 
order, obtain from the investor all relevant 
documentation required by the mutual fund in 
respect of the redemption including, without 
limitation, any written request for redemption 
that may be required by the mutual fund, duly 
completed and executed, and any certificates 
representing the mutual fund securities to be 
redeemed, so that all required documentation 
is available at the time the redemption order is 
transmitted to the mutual fund or to its 
principal distributor for transmittal to the 
mutual fund. 

10.4 Backward Pricing - Subsections 9.3(1) and 
10.3(1) of the Instrument provide that the issue 
price or the redemption price of a security of a 
mutual fund to which a purchase order or 
redemption order pertains shall be the net asset 
value per security, next determined after the 
receipt by the mutual fund of the relevant order.  
For clarification, the Canadian securities regulatory 
authorities emphasize that the issue price and 
redemption price cannot be based upon any net 
asset value per security calculated before receipt 
by the mutual fund of the relevant order. 

10.5 Coverage of Losses 

(1) Subsection 9.4(6) of the Instrument provides 
that certain participating dealers may be 
required to compensate a mutual fund for a 
loss suffered as the result of a failed 
settlement of a purchase of securities of the 
mutual fund.  Similarly, subsection 10.5(3) of 
the Instrument provides that certain 
participating dealers may be required to 
compensate a mutual fund for a loss suffered 
as the result of a redemption that could not be 
completed due to the failure to satisfy the 
requirements of the mutual fund concerning 
redemptions. 

(2) The Canadian securities regulatory authorities 
have not carried forward into the Instrument 
the provisions contained in NP39 relating to a 
participating dealer’s ability to recover from 
their clients or other participating dealers any 
amounts that they were required to pay to a 
mutual fund.  If participating dealers wish to 
provide for such rights they should make the 
appropriate provisions in the contractual 

arrangements that they enter into with their 
clients or other participating dealers. 

10.6 Issue Price of Securities for Non-Redeemable 
Investment Funds 

(1) Paragraph 9.3(2)(a) of the Instrument 
provides that the issue price of the securities 
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 the other outstanding securities of the 
investment fund at the time the security is 
issued. The Canadian securities regulatory 
authorities consider that, to satisfy this 
requirement, the issue price of the securities 
should generally not be a price that is less 
than the net asset value per security of that 
class, or series of a class, determined on the 
date of issuance. However, the Canadian 
securities regulatory authorities recognize that 
the determination of what is "reasonably 
practicable" is fact-specific and will vary 
depending on the type of offering or issuance. 

(2) For example, the Canadian securities 
regulatory authorities generally expect that 
any issuances of new securities of a non-
redeemable investment fund in connection 
with a merger of the fund, or any issuances of 
new securities to the manager of the non-
redeemable investment fund as payment of 
management fees, be issued at a price that is 
not less than the NAV per security on the date 
of issuance. However, the Canadian securities 
regulatory authorities have observed when an 
existing non-redeemable investment fund 
issues new securities under a prospectus, the 
issue price typically exceeds the net asset 
value per security on the day before the date 
of the prospectus, such that the net proceeds 
of the offering on a per unit basis is no less 
than the net asset value per security on the 
day before the date of the prospectus. The 
Canadian securities regulatory authorities do 
not consider this issue price to cause dilution 
to the net asset value of other outstanding 
securities of the investment fund. 

PART 11 - COMMINGLING OF CASH 

11.1 Commingling of Cash 

(1) Part 11 of the Instrument requires principal 
distributors and participating dealers to 
account separately for cash they may receive 
for the purchase of, or upon the redemption 
of, investment fund securities.  Those principal 
distributors and participating dealers are 
prohibited from commingling any cash so 
received with their other assets or with cash 
held for the purchase or upon the sale of 
securities of other types of securities.  The 
Canadian securities regulatory authorities are 
of the view that this means that dealers may 
not deposit into the trust accounts established 
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under Part 11 cash obtained from the 
purchase or sale of other types of securities 
such as guaranteed investment certificates, 
government treasury bills, segregated funds 
or bonds. 

(2) Subsections 11.1(2) and 11.2(2) of the 
Instrument state that principal distributors and 
participating dealers, respectively, may not 
use any cash received for the investment in 
investment fund securities to finance their own 
operations.  The Canadian securities 
regulatory authorities are of the view that any 
costs associated with returned client cheques 
that did not have sufficient funds to cover a 
trade (“NSF cheques”) are a cost of doing 
business and should be borne by the 
applicable principal distributor or participating 
dealer and should not be offset by interest 
income earned on the trust accounts 
established under Part 11 of the Instrument. 

(3) No overdraft positions should arise in these 
trust accounts. 

(4) Subsections 11.1(3) and 11.2(3) of the 
Instrument prescribe the circumstances under 
which a principal distributor or participating 
dealer, respectively, may withdraw funds from 
the trust accounts established under Part 11 
of the Instrument.  This would prevent the 
practice of “lapping”.  Lapping occurs as a 
result of the timing differences between trade 
date and settlement date, when cash of an 
investment fund client held for a trade which 
has not yet settled is used to settle a trade for 
another investment fund client who has not 
provided adequate cash to cover the 
settlement of that other trade on the 
settlement date. The Canadian securities 
regulatory authorities view this practice as a 
violation of subsections 11.1(3) and 11.2(3) of 
the Instrument. 

(5) Subsections 11.1(4) and 11.2(4) of the 
Instrument require that interest earned on 
cash held in the trust accounts established 
under Part 11 of the Instrument be paid to the 
applicable investment fund or its 
securityholders “pro rata based on cash flow”.  
The Canadian securities regulatory authorities 
are of the view that this requirement means, in 
effect, that the applicable investment fund or 
securityholder should be paid the amount of 
interest that the investment fund or 
securityholder would have received had the 
cash held in trust for that investment fund or 
securityholder been the only cash held in that 
trust account. 

(6) Paragraph 11.3(b) of the Instrument requires 
that trust accounts maintained in accordance 
with sections 11.1 or 11.2 of the Instrument 
bear interest “at rates equivalent to 
comparable accounts of the financial 
institution”.  A type of account that ordinarily 

pays zero interest may be used for trust 
accounts under sections 11.1 or 11.2 of the 
Instrument so long as zero interest is the rate 
of interest paid on that type of account for all 
depositors other than trust accounts. 

PART 12 - PUBLICATION OF NET ASSET VALUE PER 
SECURITY [REPEALED] 

PART 13 - PROHIBITED REPRESENTATIONS AND 
SALES COMMUNICATIONS 

13.1 Misleading Sales Communications 

(1) Part 15 of the Instrument prohibits misleading 
sales communications relating to investment 
funds and asset allocation services.  Whether 
a particular description, representation, 
illustration or other statement in a sales 
communication is misleading depends upon 
an evaluation of the context in which it is 
made.  The following list sets out some of the 
circumstances, in the view of the Canadian 
securities regulatory authorities, in which a 
sales communication would be misleading.  
No attempt has been made to enumerate all 
such circumstances since each sales 
communication must be assessed individually. 

1. A statement would be misleading if it 
lacks explanations, qualifications, 
limitations or other statements necessary 
or appropriate to make the statement not 
misleading. 

2. A representation about past or future 
investment performance would be 
misleading if it is 

(a) a portrayal of past income, gain or 
growth of assets that conveys an 
impression of the net investment 
results achieved by an actual or 
hypothetical investment that is not 
justified under the circumstances; 

(b) a representation about security of 
capital or expenses associated with 
an investment that is not justified 
under the circumstances or a 
representation about possible future 
gains or income; or 

(c) a representation or presentation of 
past investment performance that 
implies that future gains or income 
may be inferred from or predicted 
based on past investment 
performance or portrayals of past 
performance. 

3. A statement about the characteristics or 
attributes of an investment fund or an 
asset allocation service would be 
misleading if 

(a) it concerns possible benefits 
connected with or resulting from 
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services to be provided or methods 
of operation and does not give equal 
prominence to discussion of any 
risks or associated limitations; 

(b) it makes exaggerated or 
unsubstantiated claims about 
management skill or techniques; 
characteristics of the investment fund 
or asset allocation service; an 
investment in securities issued by the 
fund or recommended by the service; 
services offered by the fund, the 
service or their respective manager; 
or effects of government supervision; 
or 

(c) it makes unwarranted or incompletely 
explained comparisons to other 
investment vehicles or indices. 

4. A sales communication that quoted a 
third party source would be misleading if 
the quote were out of context and proper 
attribution of the source were not given. 

(2) Performance data information may be 
misleading even if it complies technically with 
the requirements of the Instrument.  For 
instance, subsections 15.8(1) and (2) of the 
Instrument contain requirements that the 
standard performance data for investment 
funds given in sales communications be for 
prescribed periods falling within prescribed 
amounts of time before the date of the 
appearance or use of the advertisement or 
first date of publication of any other sales 
communication.  That standard performance 
data may be misleading if it does not 
adequately reflect intervening events 
occurring after the prescribed period.  An 
example of such an intervening event would 
be, in the case of money market funds, a 
substantial decline in interest rates after the 
prescribed period. 

(3) An advertisement that presents information in 
a manner that distorts information contained in 
the preliminary prospectus or prospectus, or 
preliminary prospectus, preliminary fund facts 
document or prospectus, and fund facts 
document, as applicable, of an investment 
fund or that includes a visual image that 
provides a misleading impression will be 
considered to be misleading. 

(4) Any discussion of the income tax implications 
of an investment in an investment fund 
security should be balanced with a discussion 
of any other material aspects of the offering. 

(5) Paragraph 15.2(1)(b) of the Instrument 
provides that sales communications must not 
include any statement that conflicts with 
information that is contained in, among other 
things and as applicable, a prospectus or fund 

facts document.  The Canadian securities 
regulatory authorities are of the view that a 
sales communication that provides 
performance data in compliance with the 
requirements of Part 15 of the Instrument for 
time periods that differ from those shown in a 
prospectus, fund facts document or 
management report of fund performance does 
not violate the requirements of 
paragraph 15.2(1)(b) of the Instrument. 

(6) Subsection 15.3(1) of the Instrument permits 
an investment fund or asset allocation service 
to compare its performance to, among other 
things, other types of investments or 
benchmarks on certain conditions.  Examples 
of such other types of investments or 
benchmarks to which the performance of an 
investment fund or asset allocation service 
may be compared include consumer price 
indices; stock, bond or other types of indices; 
averages; returns payable on guaranteed 
investment certificates or other certificates of 
deposit; and returns from an investment in 
real estate. 

(7) Paragraph 15.3(1)(c) of the Instrument 
requires that if the performance of an 
investment fund or asset allocation service is 
compared to that of another investment or 
benchmark, the comparison sets out clearly 
any factors necessary to ensure that the 
comparison is fair and not misleading.  Such 
factors would include an explanation of any 
relevant differences between the investment 
fund or asset allocation service and the 
investment or benchmark to which it is 
compared.  Examples of such differences 
include any relevant differences in the 
guarantees of, or insurance on, the principal 
of or return from the investment or 
benchmark; fluctuations in principal, income or 
total return; any differing tax treatment; and, 
for a comparison to an index or average, any 
differences between the composition or 
calculation of the index or average and the 
investment portfolio of the investment fund or 
asset allocation service. 

13.2 Other Provisions 

(1) Subsection 15.9(1) of the Instrument imposes 
certain disclosure requirements for sales 
communications in circumstances in which 
there was a change in the business, 
operations or affairs of an investment fund or 
asset allocation service during or after a 
performance measurement period of 
performance data contained in the sales 
communication that could have materially 
affected the performance of the investment 
fund or asset allocation service.  Examples of 
these changes are changes in the 
management, investment objectives, portfolio 
adviser, ownership of the manager, fees and 
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charges, or of policies concerning the waiving 
or absorbing of fees and charges, of the 
investment fund or asset allocation service; or 
of a change in the characterization of a mutual 
fund as a money market fund.  A 
reorganization or restructuring of an 
investment fund that results in a conversion of 
a non-redeemable investment fund into a 
mutual fund, or the conversion of a mutual 
fund into a non-redeemable investment fund, 
would also be an example of such a change. 

(1.1) Subparagraph 15.6(1)(d)(i) of the Instrument 
prohibits a sales communication pertaining to 
a mutual fund from including performance 
data for a period that is before the time when 
the mutual fund offered its securities under a 
prospectus. Where the mutual fund has 
previously existed as a non-redeemable 
investment fund and has been a reporting 
issuer in a jurisdiction for a period of at least 
12 consecutive months, either as a mutual 
fund or a non-redeemable investment fund, 
subsection 15.6(2) requires any sales 
communication that contains performance 
data of the mutual fund to include 
performance data for the period that the fund 
existed as a non-redeemable investment fund. 
The Canadian securities regulatory authorities 
are of the view that performance data 
pertaining to a mutual fund that has converted 
from a non-redeemable investment fund 
should include both the periods before and 
after the converting transaction, similar to the 
past performance information presented in the 
mutual fund's management report of fund 
performance. Performance data must not be 
included for any period before the time the 
non-redeemable investment fund was a 
reporting issuer. 

(2) Paragraph 15.11(1)5 of the Instrument 
requires that no non-recurring fees and 
charges that are payable by some or all 
securityholders and no recurring fees and 
charges that are payable by some but not all 
securityholders be assumed in calculating 
standard performance data.  Examples of 
non-recurring types of fees and charges are 
front-end sales commissions and contingent 
deferred sales charges, and examples of 
recurring types of fees and charges are the 
annual fees paid by purchasers who 
purchased on a contingent deferred charge 
basis. 

(3) Paragraphs 15.11(1)2 and 15.11(2)2 of the 
Instrument require that no fees and charges 
related to optional services be assumed in 
calculating standard performance data. 
Examples of these fees and charges include 
transfer fees, except in the case of an asset 
allocation service, and fees and charges for 
registered retirement savings plans, registered 
retirement income funds, registered education 

savings plans, pre-authorized investment 
plans and systematic withdrawal plans. 

(4) The Canadian securities regulatory authorities 
are of the view that it is inappropriate and 
misleading for an investment fund that is 
continuing following a merger to prepare and 
use pro forma performance information or 
financial statements that purport to show the 
combined performance of the two funds 
during a period before their actual merger.  
The Canadian securities regulatory authorities 
are of the view that such pro forma 
information is hypothetical, involving the 
making of many assumptions that could affect 
the results. 

(5) Subsections 15.8(2) and (3) of the Instrument 
require disclosure of standard performance 
data of a mutual fund, in some circumstances, 
from “the inception of the mutual fund”. It is 
noted that paragraph 15.6(1)(d) generally 
prohibits disclosure of performance data for a 
period that is before the time when the mutual 
fund offered its securities under a prospectus 
or before an asset allocation service 
commenced operation. Also, each of 
Instruction (1) to Item 5 of Part B of 
Form 81-101F1 Contents of Simplified 
Prospectus and Instruction (1) to Item 2 of 
Part 1 of Form 81-10F3 Contents of Fund 
Facts Documents requires disclosure of the 
date on which a mutual fund’s securities first 
became available to the public as the date on 
which the mutual fund “started”. Therefore, 
consistent with these provisions, the words 
“inception of the mutual fund” in 
subsections 15.8(2) and (3) of the Instrument 
should be read as referring to the beginning of 
the distribution of the securities of the mutual 
fund under a prospectus of the mutual fund, 
and not from any previous time in which the 
mutual fund may have existed but did not offer 
its securities under a prospectus. If a mutual 
fund previously existed as a non-redeemable 
investment fund, the words "inception of the 
mutual fund" in subsections 15.8(2) and (3) of 
the Instrument should be read as referring to 
the date that the non-redeemable investment 
fund became a reporting issuer. 

(6) Paragraph 15.6(1)(a) of the Instrument 
contains a prohibition against the inclusion of 
performance data for a mutual fund that has 
been distributing securities for less than 
12 consecutive months. The creation of a new 
class or series of security of an existing 
mutual fund does not constitute the creation of 
a new mutual fund and therefore does not 
subject the mutual fund to the restrictions of 
paragraph 15.6(1)(a) unless the new class or 
series is referable to a new portfolio of assets. 

(7) Section 15.14 of the Instrument contains the 
rules relating to sales communications for 
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multi-class investment funds. Those rules are 
applicable to an investment fund that has 
more than one class of securities that are 
referable to the same portfolio of assets. 
Section 15.14 does not deal directly with asset 
allocation services. It is possible that asset 
allocation services could offer multiple 
“classes”; the Canadian securities regulatory 
authorities recommend that any sales 
communications for those services generally 
respect the principles of section 15.14 in order 
to ensure that those sales communications 
not be misleading. 

(8) The Canadian securities regulatory authorities 
believe that the use of hypothetical or pro 
forma performance data for new classes of 
securities of a multi-class investment fund 
would generally be misleading. 

13.3 Sales Communications of Non-Redeemable 
Investment Funds During the Waiting Period 
and the Distribution Period -- The Canadian 
securities regulatory authorities remind non-
redeemable investment funds of the restrictions 
contained in securities legislation relating to the 
distribution of material and advertising and 
marketing in connection with a prospectus offering 
during the waiting period and during the 
distribution period following the issuance of a 
receipt for the final prospectus. Part 15 of the 
Instrument does not vary any of the restrictions 
imposed during these periods 

PART 14 - [DELETED] 

PART 15 - SECURITYHOLDER RECORDS 

15.1 Securityholder Records 

(1) Section 18.1 of the Instrument requires the 
maintenance of securityholder records, 
including past records, relating to the issue 
and redemption of securities and distributions 
of the investment fund.  Section 18.1 of the 
Instrument does not require that these records 
need be held indefinitely.  It is up to the 
particular investment fund, having regard to 
prudent business practice and any applicable 
statutory limitation periods, to decide how long 
it wishes to retain old records. 

(2) The Canadian securities regulatory authorities 
are of the view that the requirements in 
section 18.1 to maintain securityholder 
records may be satisfied if the investment 
fund maintains up to date records of 
registered securityholders. Each investment 
fund may decide whether it wishes to maintain 
records of beneficial securityholders. 

PART 16 - EXEMPTIONS AND APPROVALS 

16.1 Need for Multiple or Separate 
Applications - The Canadian securities regulatory 
authorities note that a person or company that 
obtains an exemption from a provision of the 

Instrument need not apply again for the same 
exemption at the time of each prospectus or 
simplified prospectus refiling unless there has 
been some change in an important fact relating to 
the granting of the exemption.  This also applies to 
exemptions from NP39 granted before the 
Instrument; as provided in section 19.2 of the 
Instrument, it is not necessary to obtain an 
exemption from the corresponding provision of the 
Instrument. 

16.2 Exemptions under Prior Policies 

(1) Subsection 19.2(1) of the Instrument provides 
that a mutual fund that has obtained, from the 
regulatory or securities regulatory authority, 
an exemption from a provision of NP 39 
before the Instrument came into force is 
granted an exemption from any substantially 
similar provision of the Instrument, if any, on 
the same conditions, if any, contained in the 
earlier exemption. 

(2) The Canadian securities regulatory authorities 
are of the view that the fact that a number of 
small amendments have been made to many 
of the provisions of the Instrument from the 
corresponding provision of NP39 should not 
lead to the conclusion that the provisions are 
not “substantially similar”, if the general 
purpose of the provisions remain the same. 
For instance, even though some changes 
have been made in the Instrument, the 
Canadian securities regulatory authorities 
consider paragraph 2.2(1)(a) of the Instrument 
to be substantially similar to 
paragraph 2.04(1)(b) of NP39, in that the 
primary purpose of both provisions is to 
prohibit mutual funds from acquiring securities 
of an issuer sufficient to permit the mutual 
fund to control or significantly influence the 
control of that issuer. 

(3) The Canadian securities regulatory authorities 
are of the view that the new provisions of the 
Instrument relating to mutual funds investing 
in other mutual funds introduced on December 
31, 2003 are not “substantially similar” to 
those of the Instrument which they replace. 

16.3 Waivers and Orders concerning “Fund of 
Funds” 

(1) The Canadian securities regulatory authorities 
in a number of jurisdictions have provided 
waivers and orders from NP39 and securities 
legislation to permit “fund of funds” to exist 
and carry on investment activities not 
otherwise permitted by NP39 or securities 
legislation.  Some of those waivers and orders 
contained “sunset” provisions that provided 
that they expired when legislation or a policy 
or rule of the Canadian securities regulatory 
authorities came into force that effectively 
provided for a new “fund of funds” regime.  
For greater certainty, the Canadian securities 
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regulatory authorities note that the coming into 
force of the Instrument will not trigger the 
“sunset” of those waivers and orders. 

(2) For greater certainty, note that the coming into 
force of the Instrument did not trigger the 
“sunset” of those waivers and orders.  
However, the coming into force of section 19.3 
of the Instrument will effectively cause those 
waivers and orders to expire one year after its 
coming into force. 
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NATIONAL INSTRUMENT 81-104  
ALTERNATIVE MUTUAL FUNDS 

PART 1 - DEFINITIONS, APPLICATION AND 
INTERPRETATION 

1.1 Definitions 

(1) In this Instrument 

“alternative mutual fund” has the same meaning as in 
section 1.1 of NI 81-102; 

"Canadian Securities Course" means a course prepared 
and conducted by the Canadian Securities Institute and 
so named by that Institute 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 significant subject matter of the 
course; 

"Chartered Financial Analyst Program" means the three 
level 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 comes into force, every predecessor to that 
program, and every successor to that program that does 
not narrow the scope of the significant subject matter of 
the program; 

“commodity pool” [Repealed] 

"Derivatives Fundamentals Course" means a course 
prepared and conducted by the Canadian Securities 
Institute and so named by that Institute as of the date that 
this Instrument 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; 

“independent review committee” [Repealed] 

"mutual fund restricted individual" means an individual 
registered as a dealing representative of a registered 
dealer, if the activities of that individual are restricted to 
trading in securities of mutual funds;  

“precious metals fund” [Repealed] 

(2) Terms defined in National Instrument 81-102 and 
used in this Instrument have the respective 
meanings ascribed to them in National Instrument 
81-102. 

1.2 Application - This Instrument applies only to  

(a) an alternative mutual fund that 

(i) offers, or has offered, securities under a 
prospectus for so long as the alternative 
mutual fund remains a reporting issuer, or 

(ii) is filing a preliminary prospectus or its first 
prospectus; and 

(b) a person or company in respect of activities 
pertaining to an alternative mutual fund 
referred to in paragraph (a). 

1.3 Interpretation 

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

(2) [Repealed]. 

PART 2 - INVESTMENT RESTRICTIONS AND 
PRACTICES  [REPEALED] 

PART 3 - NEW COMMODITY POOLS [REPEALED] 

PART 4 - PROFICIENCY AND SUPERVISORY 
REQUIREMENTS 

4.1 Proficiency and Supervisory Requirements 

(1) No mutual fund restricted individual shall trade 
in a security of an alternative mutual fund 
unless that individual 

(a) has received at least a passing grade for 
the Canadian Securities Course; 

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

(c) has successfully completed the Chartered 
Financial Analyst Program; or 

(d) meets the proficiency standards 
applicable to trading in securities of 
alternative mutual funds required by a 
self-regulatory organization of which the 
individual, or his or her organization, is a 
member if the securities regulatory 
authority or regulator has completed any 
required review, approval or 
non-disapproval of the regulatory 
instrument of the self-regulatory 
organization that establishes those 
proficiency standards. 

(2) No principal distributor or participating dealer shall 
trade in a security of an alternative mutual fund in 
the local jurisdiction unless the individual 
designated by the principal distributor or 
participating dealer to be responsible for the 
supervision of trades of securities of alternative 
mutual funds in the local jurisdiction has received 
at least a passing grade for the Derivatives 
Fundamentals Course or has successfully 
completed the Chartered Financial Analyst 
Program. 

(3) Despite subsection (2), but subject to compliance 
with securities legislation, a principal distributor 
may agree to act as principal distributor of an 
alternative mutual fund and may trade in securities 
of an alternative mutual fund if all trades are 
effected through a participating dealer that 
satisfies the requirements of subsection (2). 

4.2 [Repealed] 
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PART 5 - INCENTIVE FEES [REPEALED]  

PART 6 - REDEMPTION OF SECURITIES OF A 
COMMODITY POOL [REPEALED]  

PART 7 - [REPEALED]  

PART 8 - CONTINUOUS DISCLOSURE FINANCIAL 
STATEMENTS [REPEALED]  

PART 9 - [REPEALED]  

PART 10 - EXEMPTION  

10.1 Exemption 

(1) 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 
regulator may grant such an exemption. 

PART 11- EFFECTIVE DATE AND TRANSITIONAL 

11.1  Effective Date - This Instrument comes into force 
on November 1, 2002. 

11.2  [Repealed] 
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ONTARIO INSTRUMENT 81-506  

TEMPORARY EXEMPTIONS FROM NATIONAL 
INSTRUMENT 81-104 ALTERNATIVE MUTUAL FUNDS 

(the “Order”) 

DEFINITIONS 

1.  Terms defined in the Securities Act (Ontario) 
(the “Act”), National Instrument 81-102 
Investment Funds (“NI 81-102”) and National 
Instrument 81-104 Alternative Mutual Funds 
(“NI 81-104”) have the same meaning in this 
Order. 

BACKGROUND 

2. Under Part 4 of NI 81-104, no mutual fund 
restricted individual may trade in a security of 
an alternative mutual fund unless the mutual 
fund restricted individual meets the proficiency 
requirements in subsection 4.1(1) (the 
“Proficiency Requirements”), and no principal 
distributor or participating dealer may trade in a 
security of an alternative mutual fund in a local 
jurisdiction unless the individual designated by a 
principal distributor or participating dealer to be 
responsible for the supervision of trades of 
those securities in the local jurisdiction (the 
“Supervisor”) meets the supervisory 
requirements in subsection 4.1(2) (the 
“Supervisory Requirements”). As part of the 
regulatory burden reduction initiative, the 
Ontario Securities Commission (the 
“Commission”) has recognized that the 
Proficiency Requirements and Supervisory 
Requirements have limited retail investor 
access to alternative investment strategies 
through the Mutual Fund Dealers Association of 
Canada dealer channel. 

3. In recognition of the challenges the Proficiency 
Requirements and Supervisory Requirements 
have created for the distribution of alternative 
mutual funds, providing mutual fund restricted 
individuals and Supervisors with additional 
course options that offer updated and relevant 
information on alternative mutual funds that 
would satisfy their Proficiency Requirements or 
Supervisory Requirements, respectively, will 
facilitate access to alternative investment 
strategies for retail investors while maintaining 
investor protection. These additional course 
options will expedite retail investor access to 
alternative mutual funds and better enable retail 
investors to benefit from additional portfolio 
diversification opportunities through alternative 
investment strategies. 

4.  Under subsection 143.11(2) of the Act, if the 
Commission considers that it would not be 
prejudicial to the public interest to do so, the 
Commission may, on application by an 
interested person or company or on its own 
initiative, make an order exempting a class of 
persons or companies, trades, intended trades, 

securities or derivatives from any requirement of 
Ontario securities law on such terms or 
conditions as may be set out in the order, 
effective for a period of no longer than 18 
months after the day on which it comes into 
force unless extended pursuant to paragraph 
(b) of subsection 143.11(3) of the Act.  

5.  The Commission is satisfied that, subject to the 
conditions of this Order, it would not be 
prejudicial to the public interest to provide, on 
an interim basis, exemptions to the Proficiency 
Requirements and the Supervisory 
Requirements that will assist mutual fund 
restricted individuals, principal distributors and 
participating dealers in the distribution of 
alternative mutual funds and facilitate 
investment diversification for retail investors 
while continuing to provide investor protection. 

ORDER 

6. Consequently, this Order provides for the 
following temporary exemptions. 

7.  Subject to the terms and conditions listed 
below, a mutual fund restricted individual may 
satisfy their Proficiency Requirements by 
complying with subsection 4.1(1) of NI 81-104, 
or by receiving a passing grade in any one of 
the following courses: 

 a.  Canadian Securities Institute (“CSI”) – 
Alternative Strategies: Hedge Funds 
and Liquid Alternatives for Mutual Fund 
Representatives Course (the “CSI 
Bridge Course”); 

 b.  IFSE Institute – Investing in Alternative 
Mutual Funds and Hedge Funds (the 
“IFSE Bridge Course”); 

 c.  CSI – Investment Funds in Canada 
Course, provided that the passing 
grade was received upon course 
materials and an examination that 
substantially contains the content of the 
CSI Bridge Course (the “Updated CSI 
Mutual Funds Course”); 

 d.  IFSE Institute – Canadian Investment 
Funds Course, provided that the 
passing grade was received upon 
course materials and an examination 
that substantially contains the content 
of the IFSE Bridge Course (the 
“Updated IFSE Mutual Funds Course”); 

 (the CSI Bridge Course, the IFSE Bridge 
Course, the Updated CSI Mutual Funds Course, 
and the Updated IFSE Mutual Funds Course 
are collectively referred to as the “Alternative 
Mutual Fund Courses”).  

8.  Subject to the terms and conditions listed 
below, a Supervisor may satisfy their 
Supervisory Requirements by complying with 
the relevant requirements in subsection 4.1(2) 
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of NI 81-104, or by receiving a passing grade in 
any one of the Alternative Mutual Fund 
Courses. 

TERMS AND CONDITIONS 

9.  A mutual fund restricted individual may rely on 
the exemption provided in this Order, provided 
that  

 a.  the mutual fund restricted individual 
trades only in securities of alternative 
mutual funds that are approved for sale 
by their registered dealer, and  

 b.  prior to the mutual fund restricted 
individual relying on this Order, the 
mutual fund restricted individual’s 
registered dealer provides a one-time 
notification to the Director of the 
Investment Funds and Structured 
Products Branch at the Commission by 
email at IFSPDirector@osc.gov.on.ca 
stating that mutual fund restricted 
individuals registered with the 
registered dealer intend to rely on this 
Order.  

10.  A Supervisor may rely on the exemption 
provided in this Order, provided that a. prior to 
the Supervisor relying on this Order, the 
principal distributor or participating dealer 
provides a one-time notification to the Director 
of the Investment Funds and Structured 
Products Branch at the Commission by email at 
IFSPDirector@osc.gov.on.ca stating that 
Supervisors registered with the principal 
distributor or participating dealer intend to rely 
on this Order. 

EFFECTIVE DATE AND TERM 

11.  This order comes into effect on January 28, 
2021 and will cease to be effective on January 
29, 2024. 

 
 



 

 

 

 

 
 
 
 

 

National Instrument 81-105 
Mutual Fund Sales Practices 



National Instrument 81-105 

 - 1 - 

NATIONAL INSTRUMENT 81-105 
MUTUAL FUND SALES PRACTICES 

TABLE OF CONTENTS 

PART TITLE 

PART 1 - DEFINITIONS, INTERPRETATION AND 
APPLICATION 

1.1 Definitions 
1.2 Interpretation 
1.3 Application 

PART 2 - GENERAL 

2.1 Restriction on Payments or Provision of 
Benefits 

2.2 Restrictions on Solicitation and 
Acceptance of Payments or Benefits 

2.3 Application of Instrument to Some 
Participating Dealers or 
Representatives 

PART 3 - PERMITTED COMPENSATION 

3.1 [Repealed] 
3.2 Trailing Commissions 

PART 4 - INTERNAL DEALER INCENTIVE PRACTICES 

4.1 Participating Dealers’ Practices 
4.2 Principal Distributors’ Practices 

PART 5 - MARKETING AND EDUCATIONAL 
PRACTICES 

5.1 Cooperative Marketing Practices 
5.2 Mutual Fund Sponsored Conferences 
5.3 Third Party Sponsored Educational 

Events 
5.4 Industry Association Sponsored Events 
5.5 Participating Dealer Sponsored Events 
5.6 Promotional Items and Business 

Promotion Activities 

PART 6 - PORTFOLIO TRANSACTIONS 

6.1 Reciprocal Commissions and Portfolio 
Transactions 

6.2 Obligations of Participating Dealers 
Executing Portfolio Transactions 

PART 7 - OTHER SALES PRACTICES 

7.1 Commission Rebates 
7.2 Financial Assistance 
7.3 Charitable Donations 
7.4 Tied Selling 

PART 8 - PROSPECTUS AND POINT OF SALE 
DISCLOSURE 

8.1 Disclosure of Sales Practices 
8.2 Disclosure of Equity Interests 
8.3 Disclosure Requirements If No 

Prospectus or Simplified Prospectus 

PART 9 - EXEMPTION 

9.1 Exemption 

PART 10 - TRANSITIONAL 

10.1 Effective Date 
10.2 Prospectus Disclosure 
 



National Instrument 81-105 

 - 2 - 

NATIONAL INSTRUMENT 81-105 
MUTUAL FUND SALES PRACTICES 

PART 1 - DEFINITIONS, INTERPRETATION AND 
APPLICATION 

1.1 Definitions - In this Instrument 

“direct costs” means reasonable, out-of-pocket costs and 
expenses directly attributable to 

(a) the production and presentation of a sales 
communication referred to in Part 5, or 

(b) the presentation and organization of a 
conference or seminar referred to in Part 5, 
other than any travel, accommodation or 
personal incidental expenses associated with 
the attendance of an individual at the 
conference or seminar; 

“equity interest” means, in relation to an issuer 

(a) if the issuer is a reporting issuer in any 
jurisdiction and its securities are listed on a 
Canadian stock exchange, the direct or 
indirect ownership of securities representing 
more than ten percent of any class of voting 
securities, equity securities or partnership 
units of the issuer, or 

(b) for all other issuers, the direct or indirect 
ownership of a voting security, equity security 
or partnership unit of the issuer; 

“equity security” means a security of an issuer that carries 
a residual right to participate in the earnings of the issuer 
and, upon the liquidation or winding up of the issuer, in 
the distribution of its assets; 

“IDA” means the Investment Dealers Association of 
Canada; 

“IFIC” means The Investment Funds Institute of Canada; 

“member of the organization” means, for a mutual fund 

(a) the manager of the mutual fund, 

(b) the principal distributor of the mutual fund, 

(c) the portfolio adviser of the mutual fund, 

(d) an associate or affiliate of any of the persons 
or companies referred to in paragraph (a), (b) 
or (c), or 

(e) a person or company that is organized by a 
member of the organization of the mutual fund 
as a vehicle to fund payment of commissions 
to participating dealers and that has a right to 
arrange for the distribution of the securities of 
the mutual fund; 

“mutual fund family” means two or more mutual funds that 
have 

(a) the same manager, or 

(b) managers that are affiliates of each other; and 

“representative” means, for a participating dealer, 

(a) a partner, director, officer or employee of the 
participating dealer, 

(b) an individual who trades securities on behalf 
of the participating dealer, whether or not the 
individual is employed by the dealer, and 

(c) any company through which a person referred 
to in paragraphs (a) or (b) carries on activities 
in connection with services provided to the 
participating dealer. 

“suitability determination” means a determination or other 
assessment required to be made under any of the 
following: 

(a)  section 13.3 of National Instrument 31-103 
Registration Requirements, Exemptions and 
Ongoing Registrant Obligations; 

(b)  the rules of the Investment Industry 
Regulatory Organization of Canada named in 
Appendix G of National Instrument 31-103 
Registration Requirements, Exemptions and 
Ongoing Registrant Obligations that are in 
effect, as amended from time to time, and that 
correspond to section 13.3 of National 
Instrument 31-103 Registration Requirements, 
Exemptions and Ongoing Registrant 
Obligations; 

(c)  except in Québec, a rule or policy of the 
Mutual Fund Dealers Association of Canada 
named in Appendix H of National Instrument 
31-103 Registration Requirements, 
Exemptions and Ongoing Registrant 
Obligations that are in effect, as amended 
from time to time, and that correspond to 
section 13.3 of National Instrument 31-103 
Registration Requirements, Exemptions and 
Ongoing Registrant Obligations. 

1.2 Interpretation - Terms defined in National 
Instrument 81-102 Investment Funds and used in 
this Instrument have the respective meanings 
ascribed to them in National Instrument 81-102 
Investment Funds. 

1.3 Application - This Instrument applies to 

(a) a distribution of securities of a mutual fund 
that offers or has offered securities under a 
prospectus or simplified prospectus for so 
long as the mutual fund remains a reporting 
issuer; and 

(b) a person or company in respect of activities 
pertaining to a mutual fund referred to in 
paragraph (a). 

PART 2 - GENERAL 

2.1 Restrictions on Payments or Provision of 
Benefits 

(1) No member of the organization of a mutual 
fund and no mutual fund shall, in connection 
with the distribution of securities of the mutual 
fund 
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(a) make a payment of money to a 
participating dealer or a representative of 
a participating dealer; 

(b) provide a non-monetary benefit to a 
participating dealer or a representative of 
a participating dealer; or 

(c) pay for or make reimbursement of a cost 
or expense incurred or to be incurred by a 
participating dealer or a representative of 
a participating dealer. 

(2) Despite subsection (1), a member of the 
organization of a mutual fund may 

(a) make a payment of money or provide a 
non-monetary benefit to a participating 
dealer, or pay for or make reimbursement 
of a cost or expense incurred or to be 
incurred by a participating dealer or its 
representatives, if permitted by Part 3 or 
5; and 

(b) provide a non-monetary benefit to a 
representative of a participating dealer, if 
permitted by Part 5. 

(3) A member of the organization of a mutual fund 
shall not, and shall not represent that it may, 
make a payment, provide a non-monetary 
benefit or pay for or make reimbursement of a 
cost or expense otherwise permitted by 
subsection (2) that is conditional on 

(a) the sale of a particular amount or value of 
securities of one or more mutual funds by 
a participating dealer or a representative; 
or 

(b) a particular amount or value of securities 
of one or more mutual funds being held in 
accounts of clients of a participating 
dealer or a representative. 

2.2 Restrictions on Solicitation and Acceptance of 
Payments or Benefits 

(1) No participating dealer and no representative 
of a participating dealer shall solicit or accept 
from a mutual fund or a member of the 
organization of the mutual fund, in connection 
with the distribution of securities of the mutual 
fund, the payment of money, the provision of a 
non-monetary benefit or payment or 
reimbursement for a cost or expense incurred 
or to be incurred by the participating dealer or 
representatives of the participating dealer. 

(2) Despite subsection (1), 

(a) a participating dealer may solicit and 
accept a payment of money, provision of 
a non-monetary benefit or payment or 
reimbursement for a cost or expense 
incurred or to be incurred by it or its 
representatives from a member of the 
organization of the mutual fund, if the 
member is permitted by Part 3 or 5 to 

make the payment, provide the benefit or 
make the payment or reimbursement; and 

(b) a representative of a participating dealer 
may accept the provision of a 
non-monetary benefit from a member of 
the organization of the mutual fund, if the 
member is permitted by Part 5 to provide 
the benefit. 

(3) Despite subsection (2), a participating dealer 
may not solicit or accept a payment of a 
trailing commission from a member of the 
organization of the mutual fund, in connection 
with securities of the mutual fund held in an 
account of a client of the participating dealer, 
if the participating dealer was not required to 
make a suitability determination in respect of 
the client in connection with those securities. 

2.3 Application of Instrument to Some 
Participating Dealers or Representatives 

(1) Nothing in this Instrument prohibits a person 
or company that is both a member of the 
organization of a mutual fund and a 
participating dealer of a mutual fund in a 
different mutual fund family from undertaking 
any activity, if 

(a) the activity is undertaken in the person or 
company’s capacity as a participating 
dealer of the mutual fund of which it is a 
participating dealer, and not in its 
capacity as a member of the organization 
of the mutual fund of which it is a 
member; and 

(b) a participating dealer is not prohibited by 
this Instrument from undertaking that 
activity. 

(2) Nothing in this Instrument prohibits a 
representative of a participating dealer that is 
also a member of the organization of a mutual 
fund from soliciting or accepting any payment, 
non-monetary benefit or reimbursement 
otherwise permitted by this Instrument from 
the participating dealer, if the payment, 
provision of the non-monetary benefit or 
reimbursement is made in the participating 
dealer’s capacity as a participating dealer and 
not in its capacity as a member of the 
organization of a mutual fund. 

PART 3 - PERMITTED COMPENSATION 

3.1 [Repealed] 

3.2 Trailing Commissions 

(1) A member of the organization of a mutual fund 
may pay to a participating dealer a trailing 
commission if 

(a) the obligation to make the payment arises 
after the time of a trade in securities of 
the mutual fund by a client of the 
participating dealer; 
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(a.1) the amount of the trailing commission is 
based on the value of securities of the 
mutual fund held in an account of the 
client as at a particular time or during a 
particular period; 

(b) the prospectus or simplified prospectus of 
the mutual fund discloses the range of 
rates of trailing commissions that may be 
paid and the method of calculation and 
relevant times or time periods used in 
determining the amount of those trailing 
commissions; 

(c) the method and time of calculation of the 
trailing commission and the relevant 
times or time periods used in determining 
the amount of the trailing commission are 
the same for all participating dealers of 
the mutual fund; and 

(d) the rate of the trailing commission does 
not increase 

(i) based on increases in the amount or 
value of securities of the mutual fund 
sold, or of mutual funds in the same 
mutual fund family as the mutual 
fund sold, or of any or all of the 
foregoing, 

(ii) based on increases in the amount or 
value of securities of the mutual fund, 
or of mutual funds in the same 
mutual fund family as the mutual 
fund, or of any or all of the foregoing, 
held in accounts of clients of the 
participating dealer, or 

(iii) for a particular period of the year in 
which the trailing commission is paid 
or earned. 

(2) A member of the organization of a mutual fund 
may establish policies and practices 
concerning the timing of payments of trailing 
commissions so long as all trailing 
commissions are paid within one year from 
the date earned. 

(3) Despite subsection (1), a member of the 
organization of a mutual fund may decline to 
pay a trailing commission to a participating 
dealer in connection with securities of the 
mutual fund held in the accounts of clients of 
the participating dealer if 

(a) the securities in respect of which no 
trailing commission is paid were acquired 
by those clients before the date that this 
Instrument came into force; 

(b) the amount of securities held in the 
accounts of those clients is below a 
threshold specified in the policy referred 
to in paragraph (c); and 

(c) the non-payment of the trailing 
commission is in conformity with a policy 
of the member of the organization of the 
mutual fund that was in place and was 
followed on July 1, 1997. 

(4) Despite subsection (1), no member of the 
organization of a mutual fund may pay a 
trailing commission to a participating dealer in 
connection with securities of the mutual fund 
held in an account of a client of the 
participating dealer if the member knows or 
ought reasonably to know that the 
participating dealer was not required to make 
a suitability determination in respect of the 
client in connection with those securities. 

PART 4 - INTERNAL DEALER INCENTIVE PRACTICES 

4.1 Participating Dealers’ Practices 

(1) No participating dealer shall provide an 
incentive to any of its representatives to 
recommend mutual funds of one mutual fund 
family over mutual funds of another mutual 
fund family. 

(2) Despite subsection (1), the compensation paid 
to a representative of a participating dealer by 
the participating dealer may reflect 
commissions received by the participating 
dealer from members of the organizations of 
mutual funds, so long as the compensation 
paid to a representative for the securities of a 
mutual fund sold or held, as a percentage of 
the commission paid to the participating 
dealer, is the same for all mutual fund 
families. 

4.2 Principal Distributors’ Practices 

(1) A principal distributor of a mutual fund that is 
also a participating dealer of another mutual 
fund shall not provide an incentive for any of 
its representatives to recommend a mutual 
fund of which it is a principal distributor over a 
mutual fund of which it is a participating 
dealer. 

(2) Despite subsection (1), the compensation paid 
to a representative of a principal distributor by 
the principal distributor may reflect 
commissions received by the principal 
distributor from members of the organization 
of which it is a member and members of 
organizations of other mutual funds if 

(a) the compensation paid to a 
representative for the securities of a 
mutual fund sold or held, as a percentage 
of the commission paid to the principal 
distributor, is the same for all mutual fund 
families, including the mutual fund family 
of the principal distributor; and 

(b) the commissions paid to the principal 
distributor in connection with the 
distribution of securities of a mutual fund 
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of which it is a principal distributor are not 
in excess of the commissions provided to 
any participating dealer in connection with 
the distribution of those securities. 

PART 5 - MARKETING AND EDUCATIONAL 
PRACTICES 

5.1 Cooperative Marketing Practices - A member of 
the organization of a mutual fund may pay, to a 
participating dealer, direct costs incurred by the 
participating dealer relating to a sales 
communication, investor conference or investor 
seminar prepared or presented by the participating 
dealer, if 

(a) the primary purpose of the sales 
communication, investor conference or 
investor seminar is to promote, or provide 
educational information concerning, the 
mutual fund, the mutual fund family of which 
the mutual fund is a member or mutual funds 
generally; 

(b) in the case of an investor conference or 
investor seminar, the conference or seminar is 
presented by the participating dealer to 
investors or potential investors of the mutual 
fund, another mutual fund in the same mutual 
fund family, or of mutual funds generally; 

(c) the participating dealer provides invoices for, 
or receipts evidencing payment of, the direct 
costs to be paid by a member of the 
organization of the mutual fund; 

(d) the aggregate direct costs of the sales 
communication, investor conference or 
investor seminar paid by all members of 
organizations of mutual funds do not exceed 
50 percent of the total direct costs incurred by 
the participating dealer; and 

(e) the sales communication discloses, or 
persons attending the investor conference or 
investor seminar are informed in writing of, the 
identity of all parties paying for a portion of the 
costs of the sales communication, investor 
conference or investor seminar. 

5.2 Mutual Fund Sponsored Conferences - A 
member of the organization of a mutual fund may 
provide a non-monetary benefit to a representative 
of a participating dealer by allowing him or her to 
attend a conference or seminar organized and 
presented by members of the organization of the 
mutual fund, if 

(a) the primary purpose of the conference or 
seminar is the provision of educational 
information about financial planning, investing 
in securities, mutual fund industry matters, the 
mutual fund, the mutual fund family of which 
the mutual fund is a member or mutual funds 
generally; 

(b) the selection of the representatives of the 
participating dealer to attend the conference 

or seminar is made exclusively by the 
participating dealer, uninfluenced by any 
member of the organization of the mutual 
fund; 

(c) the conference or seminar is held in 

(i) Canada, 

(ii) the continental United States of America, 
or 

(iii) a location where a portfolio adviser of the 
mutual fund carries on business, if the 
primary purpose of the conference or 
seminar is the provision of educational 
information about the investments or 
activities of the mutual fund carried on by 
that portfolio adviser; 

(d) no member of the organization of the mutual 
fund pays any travel, accommodation or 
personal incidental expenses associated with 
the attendance of the representative at the 
conference or seminar; and 

(e) the costs relating to the organization and 
presentation of the conference or seminar are 
reasonable having regard to the purpose of 
the conference or seminar. 

5.3 Third Party Sponsored Educational Events - A 
member of the organization of a mutual fund may, 
for a conference, seminar or course that is 
organized and presented by a person or company 
that is not a member of the organization of the 
mutual fund or a participating dealer, pay the 
registration fees of a representative of a 
participating dealer for the conference, seminar or 
course, if 

(a) the primary purpose of the conference, 
seminar or course is the provision of 
educational information about financial 
planning, investing in securities, mutual fund 
industry matters or mutual funds generally; 

(b) the participating dealer provides invoices for 
or receipts evidencing payment of the 
registration fees to be paid by a member of 
the organization of the mutual fund; 

(c) the selection of the representatives of the 
participating dealer to attend the conference, 
seminar or course is made exclusively by the 
participating dealer, uninfluenced by any 
member of the organization of the mutual 
fund; and 

(d) the conference, seminar or course is held in 
Canada or the continental United States of 
America. 

5.4 Industry Association Sponsored Events 

(1) Except as permitted by section 5.3 or 
subsection (2), no member of the organization 
of a mutual fund may pay money, provide 
non-monetary benefits or pay or reimburse 
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costs or expenses relating to a conference, 
seminar or course that is organized and 
presented by IFIC, the IDA or another trade or 
industry association. 

(2) A member of the organization of a mutual fund 
may pay, to IFIC, the IDA or their respective 
affiliates or associates, direct costs incurred 
by IFIC, the IDA or their respective affiliates or 
associates relating to a conference or seminar 
organized and presented by IFIC, the IDA or 
their respective affiliates or associates, if 

(a) the primary purpose of the conference or 
seminar is the provision of educational 
information about financial planning, 
investing in securities, mutual fund 
industry matters or mutual funds 
generally; 

(b) the members of the organization of 
mutual funds in a mutual fund family in 
aggregate pay not more than 10 percent 
of the total direct costs incurred by IFIC, 
the IDA or their respective affiliates or 
associates for the organization and 
presentation of the conference or 
seminar; 

(c) the selection of the representatives of a 
participating dealer to attend the 
conference or seminar is made 
exclusively by the participating dealer, 
uninfluenced by any member of the 
organization of the mutual fund; and 

(d) the conference or seminar is held in 
Canada or the continental United States 
of America. 

5.5 Participating Dealer Sponsored Events - A 
member of the organization of a mutual fund may 
pay, to a participating dealer, direct costs incurred 
by the participating dealer relating to a conference 
or seminar that is organized and presented by the 
participating dealer, and that is not an investor 
conference or investor seminar referred to in 
section 5.1, if 

(a) the primary purpose of the conference or 
seminar is the provision of educational 
information about financial planning, investing 
in securities, mutual fund industry matters, the 
mutual fund, the mutual fund family of which 
the mutual fund is a member or mutual funds 
generally; 

(b) the members of the organization of mutual 
funds in a mutual fund family in aggregate pay 
not more than 10 percent of the total direct 
costs incurred by the participating dealer for 
the organization and presentation of the 
conference or seminar; 

(c) the aggregate direct costs of the conference 
or seminar paid by all members of 
organizations of mutual funds do not exceed 

66 percent of the total direct costs incurred by 
the participating dealer; 

(d) the selection of the representatives of the 
participating dealer to attend the conference 
or seminar is made exclusively by the 
participating dealer, uninfluenced by any 
member of the organization of the mutual 
fund; and 

(e) the conference or seminar is held in 

(i) Canada, 

(ii) the continental United States of America, 
or 

(iii) a location where a portfolio adviser of the 
mutual fund carries on business, if the 
primary purpose of the conference or 
seminar is the provision of educational 
information about the investments or 
activities of the mutual fund carried on by 
that portfolio adviser. 

5.6 Promotional Items and Business Promotion 
Activities - A member of the organization of a 
mutual fund may provide to a representative of a 
participating dealer non-monetary benefits of a 
promotional nature and of minimal value, and a 
member of the organization of a mutual fund may 
engage in business promotion activities that result 
in a representative of a participating dealer 
receiving a non-monetary benefit if 

(a) the provision of the benefits and activities is 
neither so extensive nor so frequent as to 
cause a reasonable person to question 
whether the provision of the benefits or 
activities improperly influence the investment 
advice given by the representative to his or 
her clients; and 

(b) in the case of business promotion activities, 
no member of the organization of the mutual 
fund pays the travel, accommodation or 
personal incidental expenses associated with 
the attendance of the representative at the 
activities. 

PART 6 - PORTFOLIO TRANSACTIONS 

6.1 Reciprocal Commissions and Portfolio 
Transactions 

(1) No member of the organization of a mutual 
fund shall influence or attempt to influence 
how, or if, a participating dealer will pay or 
allocate in a particular manner to any 
representative all or part of a brokerage 
commission or of an amount representing the 
spread on a principal transaction arising from 
a portfolio transaction of the mutual fund 
executed by the participating dealer. 

(2) No member of the organization of a mutual 
fund shall direct a portfolio transaction of a 
mutual fund to a participating dealer or 
principal distributor of the mutual fund except 
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through individuals designated by the 
participating dealer or principal distributor as 
the institutional representatives of the 
participating dealer or principal distributor. 

(3) No member of the organization of a mutual 
fund shall advise a representative of a 
participating dealer or a person or company 
employed by a principal distributor, other than 
an individual referred to in subsection (2), of a 
portfolio transaction of the mutual fund to be 
directed to the participating dealer or principal 
distributor. 

(4) No member of the organization of a mutual 
fund shall direct, or offer or agree to direct, a 
portfolio transaction of the mutual fund to a 
participating dealer or principal distributor as 
inducement or reward for the participating 
dealer or principal distributor selling or having 
sold securities of the mutual fund or 
maintaining or having maintained particular 
levels of securities of the mutual fund in 
accounts of clients. 

(5) No participating dealer shall solicit or execute 
portfolio transactions of a mutual fund as 
inducement or reward for the participating 
dealer selling, or having sold, securities of the 
mutual fund or maintaining, or having 
maintained, particular levels of securities of 
the mutual fund in accounts of clients. 

6.2 Obligations of Participating Dealers Executing 
Portfolio Transactions - No participating dealer 
shall execute a portfolio transaction of a mutual 
fund unless it has been directed to the 
participating dealer through an individual 
designated by the participating dealer as an 
institutional representative of the participating 
dealer. 

PART 7 - OTHER SALES PRACTICES 

7.1 Commission Rebates 

(1) A participating dealer or representative of a 
participating dealer may pay all or part of a fee 
or commission payable by a securityholder on 
the redemption of securities of a mutual fund 
that occurs in connection with the purchase by 
the securityholder of securities of a mutual 
fund in a different mutual fund family, only if 

(a) the participating dealer, or a 
representative on behalf of the 
participating dealer, before taking any 
steps in connection with the redemption, 
provides the securityholder with written 
disclosure of the matters described in 
subsection (2) and obtains the written 
consent of the securityholder to the 
completion of the  redemption; and 

(b) the participating dealer is not a member 
of the organization of the mutual fund the 
securities of which are being acquired. 

(2) The written disclosure referred to in 
subsection (1) shall include 

(a) a reasonable estimate of the amount of 
the fee or commission being paid by the 
participating dealer on the redemption; 

(b) a reasonable estimate of the amount of 
the redemption charges to which the 
securityholder will be subject in 
connection with the securities of the 
mutual fund being acquired, expressed 
both as dollar amounts and 
as percentages of the value of the 
securities being redeemed, and the times 
at which those charges would be made; 
and 

(c) the tax consequences of the redemption. 

(3) No member of the organization of a mutual 
fund, other than a member that is also a 
participating dealer acting in compliance with 
subsection (1), shall pay to any person or 
company all or part of a fee or commission 
payable by a securityholder on the redemption 
of securities of another mutual fund that is not 
in the same mutual fund family. 

7.2 Financial Assistance 

(1) No member of the organization of a mutual 
fund shall provide financial assistance to a 
participating dealer of the mutual fund, a 
representative of the participating dealer or 
their respective associates or affiliates. 

(2) No participating dealer and no representative 
of a participating dealer of a mutual fund shall 
solicit or accept financial assistance from a 
member of the organization of the mutual 
fund. 

(3) Subsections (1) and (2) do not apply to 
financial assistance provided by 

(a) a Canadian financial institution in the 
ordinary course of its business, if no 
conditions to the provision of the financial 
assistance promote the distribution of 
securities of particular mutual funds; or 

(b) affiliates. 

7.3 Charitable Donations 

(1) No member of the organization of a mutual 
fund shall make a charitable donation if the 
tax credit or deduction arising from the 
donation benefits a participating dealer, a 
representative of a participating dealer or a 
person or company that is an associate or 
affiliate of a participating dealer or of a 
representative of a participating dealer. 

(2) Subsection (1) does not apply to a charitable 
donation made by a member of the 
organization of a mutual fund if the tax credit 
or deduction arising from the donation benefits 
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an affiliate of the member of the organization 
of the mutual fund. 

7.4 Tied Selling - No person or company shall require 
another person or company 

(a) to invest in securities of a particular mutual 
fund or mutual fund family, either as a 
condition or on terms that appear to a 
reasonable person to be a condition, of 
supplying or continuing to supply products or 
services; or 

(b) to purchase or use any products or services, 
either as a condition or on terms that appear 
to a reasonable person to be a condition, of 
selling securities of a particular mutual fund or 
mutual fund family. 

PART 8 - PROSPECTUS AND POINT OF SALE 
DISCLOSURE 

8.1 Disclosure of Sales Practices 

(1) A mutual fund shall provide in its prospectus 
or simplified prospectus a complete 
description of 

(a) all compensation payable by members of 
the organization of the mutual fund to all 
principal distributors and participating 
dealers of the mutual fund; and 

(b) the sales practices followed by the 
members of the organization of the 
mutual fund for distribution of securities of 
the mutual fund. 

8.2 Disclosure of Equity Interests 

(1) A mutual fund shall disclose in its prospectus 
or simplified prospectus the amount of any 
equity interest that 

(a) a member of the organization of the 
mutual fund has in a participating dealer; 

(b) a participating dealer and associates of 
the participating dealer, in aggregate, 
have in any member of the organization 
of the mutual fund; and 

(c) a representative of a participating dealer 
and associates of the representative, in 
aggregate, have in any member of the 
organization of the mutual fund. 

(2) If a member of the organization of a mutual 
fund is not a reporting issuer and the 
securities of the member are not listed on a 
Canadian stock exchange, the mutual fund is 
not required to provide the disclosure required 
by paragraph (1)(c) if it discloses 

(a) the aggregate equity interests held by all 
representatives of a participating dealer 
and their respective associates in the 
member of the organization of the mutual 
fund; and 

(b) the equity interests held by a 
representative of a participating dealer 
and associates of the representative if the 
representative and his or her associates 
have direct or indirect ownership of 
securities representing more than 
five percent of any class of voting 
securities, equity securities or partnership 
units of the member of the organization of 
the mutual fund. 

(3) For each trade of a security of a mutual fund 
that is required to make any of the disclosure 
described in this section, a participating dealer 
shall deliver to the purchaser a document that 
discloses the amount of any equity interest 
that 

(a) a member of the organization of the 
mutual fund has in the participating 
dealer; 

(b) the participating dealer and its 
associates, in aggregate, have in any 
member of the organization of the mutual 
fund; 

(c) the representatives of the participating 
dealer and associates of those 
representatives, in aggregate, have in 
any member of the organization of the 
mutual fund; and 

(d) the representative of the participating 
dealer that is acting on the trade, and 
associates of the representative, in 
aggregate, have in any member of the 
organization of the mutual fund. 

(4) No participating dealer shall complete a trade 
to which subsection (3) applies unless the 
participating dealer obtains the prior written 
consent of the purchaser to the completion of 
the trade after the purchaser has received the 
document required by subsection (3). 

(5) A participating dealer is not required to comply 
with subsections (3) and (4) for a trade if the 
purchaser in the trade has already been 
provided with a document under 
subsection (3) on a previous trade and the 
information contained in the document has not 
changed. 

8.3 Disclosure Requirements If No Prospectus or 
Simplified Prospectus - A mutual fund that does 
not have a current prospectus or simplified 
prospectus shall prepare a document containing 
the information required by this Instrument to be 
provided in a prospectus or simplified prospectus 
and deliver, or cause to be delivered, a copy of the 
document to each purchaser of securities of the 
mutual fund at or before the time of the applicable 
trade in securities of the mutual fund, other than a 
trade in connection with a dividend reinvestment 
plan of the mutual fund. 
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PART 9 - EXEMPTION 

9.1 Exemption 

(1) The regulator or securities regulatory authority 
may grant an exemption to 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 
securities regulatory authority may grant such 
an exemption. 

PART 10 - TRANSITIONAL 

10.1 Effective Date - This Instrument comes into force 
on May 1, 1998. 

10.2 Prospectus Disclosure - The prospectus of a 
mutual fund for which a receipt 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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COMPANION POLICY 81-105CP  
TO NATIONAL INSTRUMENT 81-105 
MUTUAL FUND SALES PRACTICES 

PART 1 - PURPOSE 

1.1 Purpose - The purpose of this Policy is to state 
the views of the Canadian securities regulatory 
authorities on various matters relating to National 
Instrument 81-105 Mutual Fund Sales Practices 
(the “Instrument”), including 

(a) a discussion of the general approach taken by 
the Canadian securities regulatory authorities 
in, and the general regulatory purpose for, the 
Instrument; 

(b) the interpretation of various terms used in the 
Instrument; and 

(c) examples of some of the matters described in 
the Instrument. 

PART 2 - GENERAL DISCUSSION OF THE 
INSTRUMENT 

2.1 Background 

(1) The Instrument has been adopted by the 
Canadian securities regulatory authorities as a 
response to the concern of many participants 
in the mutual fund industry that the 
pre-existing regulatory strategy of reliance on 
prospectus disclosure of sales practices, 
coupled with the discipline imposed by 
competitive market forces, were not sufficient 
to discourage sales practices and 
compensation arrangements that gave rise to 
questions as to whether participating dealers 
and their representatives were being induced 
to sell mutual fund securities on the basis of 
the incentives they were receiving as opposed 
to what was suitable for and in the best 
interests of their clients. 

(2) Mutual fund sales practices have been of 
interest and concern to the Canadian 
securities regulatory authorities and the 
mutual fund industry for a number of years.  In 
August 1991, The Investment Funds Institute 
of Canada (“IFIC”) issued its report on mutual 
fund sales incentives (the “1991 IFIC Report”).  
The 1991 IFIC Report was followed by the 
release, in October 1991, of the IFIC Code of 
Conduct (the “1991 IFIC Code”) dealing with 
sales incentives. 

The 1991 IFIC Code required enhanced 
disclosure of sales incentives offered as 
compensation for sales of mutual fund 

 

 

1“Regulatory Strategies for the Mid-‘90s – Recommendations for 
Regulating Investment Funds in Canada” prepared by Glorianne 
Stromberg for the Canadian Securities Administrators, January 
1995 at page 44. 

securities and also required that investors in 
mutual funds be provided with a separate 
“point-of-sale” disclosure statement advising 
investors of the sales incentives applicable 
to the purchase. 

(3) A substantial review of the investment fund 
industry was undertaken by Ontario Securities 
Commission (“OSC”) Commissioner Glorianne 
Stromberg at the request of the OSC in 
February 1994.  Her report “Regulatory 
Strategies for the 
Mid-‘90s - Recommendations for Regulating 
Investment Funds in Canada”, was prepared 
for the Canadian Securities Administrators 
(“CSA”) and released in January 1995. 

(4) Commissioner Stromberg noted in her report 
that as a result of competitive pressures 
“questionable sales practices and incentives 
have become commonplace in the industry”. 
She concluded that the regulatory strategy 
referred to in subsection (1) above would be 
an appropriate regulatory strategy if certain 
recommended fundamental changes were 

made to the regulation of sales practices.1 

(5) In response to Commissioner Stromberg’s 
report, IFIC, after extensive industry 
consultation, released its recommendations 
for a Code of Sales Practices for the Mutual 
Fund Industry dated March 29, 1996 (the 

“IFIC Code”).2  The IFIC Code stated in its 
preamble: 

The Draft Code is designed to establish the 
industry standard of conduct and to reflect 
its concern for investor protection.  The 
sales practices suggested in the Draft Code 
are designed to align the interests of the 
principal parties to the transaction, i.e. the 
investor, fund manager and, where 
applicable, third party fund distributor firm 
and salesperson, and to encourage long-
term relationships among them.  If 
implemented, the Draft Code would prohibit 
many sales practices which could result in 
conflicts of interest between the interests of 
an investor and those of the distributor firm, 
its salespersons and a fund manager.  IFIC 
believes that it is important, in the case of 
sales practices permitted under the Draft 
Code, that there be full disclosure of the 
sales practice in order that an investor is 
fully informed of the circumstances 
surrounding investment in mutual funds. 

2“Recommendations for a Code of Sales Practices for the Mutual 
Fund Industry” released by IFIC on March 29, 1996.  The IFIC 
Code was published in Ontario at (1996), 19 OSCB 2170. 
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(6) In the absence of a self-regulatory 
organization which could adopt the IFIC Code 
as a regulation applicable to all distributors of 
securities of mutual funds, IFIC recommended 
that the provisions of the IFIC Code be 
reflected in rules of the Canadian securities 
regulatory authorities.  This request was 
endorsed by the Investment Funds Steering 

Group.3 

(7) The Instrument is based on, and in Ontario, is 
an amended version of, a proposed Ontario 
rule regarding mutual fund sales practices (the 
“Ontario Draft Rule”) published for comment in 
Ontario on August 30, 1996 at (1996), 
19 OSCB 4734.  The Ontario Draft Rule 
reflected the approach taken in the IFIC Code 
and also reflected certain of the by-laws and 
rules of the IDA.  This Instrument reflects the 
discussions of the Canadian securities 
regulatory authorities of comments received in 
Ontario in respect of the Ontario Draft Rule.  
The Canadian securities regulatory authorities 
have made the Instrument in order to make 
mandatory, on an industry wide basis across 
Canada, restrictions on certain sales and 
business practices followed by participants in 
the mutual fund industry. 

2.2 General Purpose of the Instrument 

(1) The purpose of the Instrument is to ensure 
that the interests of investors remain 
uppermost in the actions of participants in the 
mutual fund industry by setting minimum 
standards of conduct to be followed by 
industry participants in their activities in 
distributing mutual fund securities.  The 
minimum standards of conduct established by 
the Instrument are designed to minimize the 
conflicts between the legitimate commercial 
goals of industry participants and the 
fundamental obligations outlined in 
subsection (2) that are owed by industry 
participants towards investors. 

(2) The Instrument prohibits certain sales 
practices and compensation arrangements 
that have developed and that the Canadian 
securities regulatory authorities consider 
undermine, compromise or conflict with the 
following fundamental obligations of industry 
participants to their investor clients: 

(a) investment recommendations should be 
made by a representative of a 
participating dealer to an investor based 
on the investor’s investment objectives 

 

 

3The Investment Funds Steering Group was established in June 
1995 by the Canadian Securities Administrators to consider the 
recommendations contained in Commissioner Stromberg’s 
report.  The Investment Funds Steering Group delivered its final 

and circumstances and must be suitable 
for that investor; 

(b) a participating dealer and its 
representatives have a primary obligation 
to act in the best interests of clients; 

(c) where an investor is relying on a 
participating dealer and a representative 
of a participating dealer to provide him or 
her with independent expertise and 
advice regarding options for mutual fund 
or other investments, the participating 
dealer and the representative of the 
participating dealer have a fiduciary 
obligation not to compromise the 
provision of this expertise and advice; 

(d) a participating dealer, as a registrant 
under securities legislation, is required to 
exercise adequate and appropriate 
supervision of its representatives who are 
dealing with clients to ensure compliance 
with all statutory and other legal 
obligations; 

(e) members of the organization of a mutual 
fund providing management services to a 
mutual fund have an obligation to act 
honestly, in good faith and in the best 
interests of the mutual fund and its 
securityholders; and 

(f) full, true and plain disclosure of all 
material facts concerning a mutual fund, 
including the compensation paid to 
participating dealers and their 
representatives and other sales practices 
followed in connection with the 
distribution of mutual fund securities, is 
essential to ensure that investors 
understand the nature of the investments 
they are making and the impact of fees 
and charges on them. 

(3) The Canadian securities regulatory authorities 
are aware that other sales practices or 
compensation arrangements could arise that 
also undermine or compromise the focus of 
industry participants in complying with the 
fundamental obligations outlined in 
subsection (2). The Canadian securities 
regulatory authorities expect participants in 
the mutual fund industry to be and remain 
faithful to their fundamental obligations to the 
investing public, and not to allow practices or 
arrangements to develop that threaten this 
high standard of conduct.  In this context, the 
restrictions on sales practices articulated by 

report, “The Stromberg Report – An Industry Perspective”, to the 
Canadian Securities Administrators in November 1996. 
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the Instrument should be seen as the 
minimum standards that should be followed by 
industry participants in order to fulfil their 
fundamental obligations. 

2.3 Application of the Instrument to Labour 
Sponsored Venture Capital Corporations 

(1) Labour-sponsored venture capital 
corporations (“LSVCCs”) are investment 
vehicles existing under the  Income Tax Act 
(Canada) and legislation of some jurisdictions. 
LSVCCs that are structured as mutual funds 
are regulated as mutual funds in a number of 
jurisdictions, including Ontario and British 
Columbia, subject to certain exemptions. 
LSVCCs are considered not to be mutual 
funds in Quebec under Quebec securities 
legislation.  LSVCCs are also considered not 
to be mutual funds in Manitoba; however, the 
Manitoba Securities Commission has issued a 
local instrument that makes LSVCCs in 
Manitoba subject to the Instrument. 

(2) The Canadian securities regulatory authorities 
consider LSVCCs to be subject to the 
Instrument except in those jurisdictions in 
which LSVCCs are considered not to be 
mutual funds, in the case of Quebec, or have 
specifically been made subject to the 
Instrument, in the case of Manitoba. 

(3) Section 2.1 of the Instrument prohibits a 
mutual fund from making a payment of money 
or providing a non-monetary benefit to a 
participating dealer or a representative of a 
participating dealer or paying for or making 
reimbursement of a cost or expense incurred 
or to be incurred by a participating dealer or 
representative of a participating dealer. Under 
the Instrument, all such payments or actions 
must be made by members of the 
organization of a mutual fund, not the mutual 
fund itself. 

(4) Costs relating to the distribution of securities 
of LSVCC’s are currently paid by the LSVCCs 
themselves for reasons related to the 
specialized organizational and legal structure 
of LSVCCs.  Therefore, the applicable 
Canadian securities regulatory authorities will 
entertain applications from LSVCCs for relief 
from the provisions of the Instrument that 
prohibit mutual funds from making the 
payments or effecting the actions described in 
section 2.1 of the Instrument.  The relief, if 
granted by the securities regulatory authority 
in a jurisdiction for an LSVCC, will permit the 
LSVCC to make those payments or take those 
actions, subject to all of the other 
requirements of the Instrument.  Under such 
relief, the LSVCC, for example, would be 
permitted to pay trailing commissions directly 
to participating dealers, but subject to the 
requirements of section 3.2 of the Instrument 

and any other condition imposed in 
connection with such relief. 

2.4 Indirect Avoidance of the Instrument 

(1) The Canadian securities regulatory authorities 
have in connection with the IFIC Code, on 
occasion, encountered creative ways in which 
arrangements have been structured that 
permit benefits to be provided by a mutual 
fund organization to a participating dealer in a 
manner that the Canadian securities 
authorities would regard as contrary to the 
clear spirit and intent of the IFIC Code. 

(2) The Canadian securities regulatory authorities 
may examine arrangements that raise the 
suspicion of being structured to permit a party 
to do indirectly what it cannot do directly. The 
Canadian securities regulatory authorities 
regard the prohibitions contained in the 
Instrument as prohibitions against both direct 
and indirect actions in relation to the subject 
matter of the prohibition. 

(3) For example, Part 2 of the Instrument contains 
the basic prohibitions of the Instrument 
against members of the organization of a 
mutual fund making payments, among other 
things, to participating dealers or their 
representatives in connection with the 
distribution of securities of the mutual fund.  
This provision prohibits both the direct and 
indirect payment of money from mutual fund 
organizations to dealers, and the Canadian 
securities regulatory authorities will not 
hesitate to look through an arrangement in 
which, for example, a mutual fund 
organization paid money to a third party in 
connection with the distribution of securities of 
the mutual fund, knowing that the money 
would flow back to the participating dealer. 

(4) It is noted that the draft of the Instrument that 
was published for comment contained a 
prohibition against indirect action.  The 
Canadian securities regulatory authorities 
note that that provision was deleted from the 
final version of the Instrument because, as a 
matter of legislative drafting, it was considered 
unnecessary to be included in the Instrument.  
No inference should be taken from the 
deletion that the principle contained in that 
provision is inapplicable to the Instrument. 

PART 3 - DEFINITION OF “REPRESENTATIVE”  

3.1 Definition of “representative”  

(1) [Repealed] 

(2) Paragraph (b) of the definition of 
“representative” includes personal holding 
companies of the persons referred to in 
paragraph (a) of the definition.  The Canadian 
securities regulatory authorities have included 
this paragraph to ensure that the provisions of 



Companion Policy 81-105CP 

 

 - 5 - 

the Instrument apply both to the persons who 
carry on activities through personal holding 
companies and to the holding companies 
themselves. 

PART 4 - DISCUSSION OF CERTAIN ASPECTS OF 
PART 2 OF THE INSTRUMENT 

4.1 The phrase “in connection with the distribution 
of securities” - The prohibitions and restrictions 
contained in sections 2.1 and 2.2 of the Instrument 
relate to actions taken “in connection with the 
distribution of securities” of a mutual fund.  The 
Canadian securities regulatory authorities are of 
the view that this phrase includes, without 
limitation, any activity done in furtherance of the 
sale, distribution or marketing of securities of 
mutual funds.  This would include promotional 
activities relating to the investment in securities or 
mutual funds generally, or educational activities 
concerning financial, investment or retirement 
planning that could involve a discussion of the 
advantages and disadvantages of mutual fund 
investments. Any compensation or non-monetary 
benefits given to solidify or promote a relationship 
between a member of the organization of a mutual 
fund and a participating dealer and its 
representatives would fall within the scope of 
these sections.  The phrase should not be 
interpreted restrictively or narrowly. 

4.1.1 Front-end load sales option  - The Canadian 
securities regulatory authorities are of the view 
that the Instrument does not preclude members of 
the organization of a mutual fund from facilitating 
the payment by a mutual fund investor to a 
participating dealer of a sales commission in 
connection with the purchase of mutual fund 
securities that is negotiated and agreed to 
exclusively between those two parties. For 
example, the participating dealer may remit to the 
member the gross proceeds of an investor’s 
purchase of mutual fund securities from which the 
member may then deduct and remit the sales 
commission to the participating dealer on the 
investor’s behalf pursuant to instructions received 
from the dealer. 

4.2 Non-Monetary Benefits 

(1) Part 2 of the Instrument contains restrictions 
and prohibitions on the provision of, among 
other things, non-monetary benefits to 
participating dealers and their representatives. 

(2) The Canadian securities regulatory authorities 
are of the view that the term “non-monetary 
benefits” includes any goods, services or 
other benefits that could be provided to or 
received by a person or company and that 
could be perceived by that person as being of 
benefit, advantage or value to him, her or it.  
The matters that are included in the term 
include, without limitation 

(a) domestic or foreign trips, food, beverages 
and accommodation, regardless of 
whether these benefits are provided in 
connection with attendance at a 
conference or other event sponsored by a 
member of the organization of a mutual 
fund; 

(b) entertainment, including the provision of 
tickets to concerts, theatre or sporting 
events, or the ability to participate in 
events such as golf tournaments; 

(c) gifts and non-cash gratuities; 

(d) invitations to educational seminars or 
conferences organized by members of 
the organization of a mutual fund; 

(e) attendance at educational seminars, 
conferences or courses; and 

(f) computer hardware, including networking 
hardware and general business software 
systems. 

(3) The term “non-monetary benefits” does not 
include the goods and services that are 
provided by mutual fund organizations to 
participating dealers to facilitate the marketing 
of securities of the mutual fund, such as 
brochures, educational material, supplies of 
prospectuses or simplified prospectuses and 
financial statements. 

(4) Some mutual fund organizations provide 
participating dealers with computer software 
that is designed to assist in determining which 
of the mutual funds of the organization are 
most appropriate for a client of the 
participating dealer, having regard to the 
investment objectives and financial condition 
of the client.  The Canadian securities 
regulatory authorities are of the view that the 
provision of this type of proprietary software is 
not a non-monetary benefit to the participating 
dealer and is in the nature of marketing 
materials as referred to in subsection (3). 

(5) However, the Canadian securities regulatory 
authorities consider that the provision of 
financial planning software of a more general 
nature, whether proprietary to the mutual fund 
organization or not, would likely constitute a 
non-monetary benefit.  In addition, other 
non-proprietary software that is provided to 
the participating dealer would generally be 
considered to be a non-monetary benefit. 

(6) The provision by a member of the 
organization of a mutual fund to a participating 
dealer of computer software, the only purpose 
of which is to facilitate the electronic interface 
between the participating dealer and the 
members of the organization of the mutual 
fund, is not considered to be included in the 
term “non-monetary benefits.” 
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4.3 The phrase “pay for or make reimbursement of 
a cost or expense incurred or to be incurred by 
a participating dealer or a representative of a 
participating dealer”  - Section 2.1 of the 
Instrument contains restrictions and prohibitions 
on the ability of a mutual fund and a member of 
the organization of a mutual fund to “pay for or 
make reimbursement of a cost or expense 
incurred or to be incurred by a participating dealer 
or a representative of a participating dealer”.  
Section 2.2 contains corresponding restrictions 
and prohibitions on the ability of a participating 
dealer and its representatives to solicit or accept 
such payments.  The Canadian securities 
regulatory authorities are of the view that this 
phrase includes direct or indirect reimbursement of 
costs or expenses, any payment that compensates 
a participating dealer or representative for such 
costs or expenses or any other method whereby 
the member of the organization of the mutual fund 
directly or indirectly bears the costs or expenses 
incurred. 

4.4 Exception for Some Participating Dealers and 
Representatives 

(1) Section 2.3 of the Instrument provides that 
nothing in the Instrument prohibits a person or 
company that is both a member of the 
organization of a mutual fund and a 
participating dealer of a mutual fund in a 
different mutual fund family from undertaking 
any activity, if 

(a) the activity is undertaken in the person or 
company’s capacity as a participating 
dealer of the mutual fund of which it is a 
participating dealer, and not in its 
capacity as a member of the organization 
of the mutual fund of which it is a 
member; and 

(b) a participating dealer is not prohibited by 
the Instrument from undertaking that 
activity. 

(2) That section is designed to respond to the fact 
that many registrants that are participating 
dealers will also be members of organizations 
of mutual funds; for example, a dealer that is 
owned by a bank will likely be an affiliate of 
the manager or principal distributor of a 
mutual fund sponsored by that bank and thus 
be a member of the organization of that 
mutual fund. 

(3) The Canadian securities regulatory authorities 
intend that a participating dealer that is also a 
member of the organization of a mutual fund 
will have the freedom to operate as a 
participating dealer without concern over 
technically breaching the restrictions on 
members of the organizations of mutual funds 
contained in the Instrument.  Some examples 
of how section 2.3 of the Instrument would be 
relevant to certain actions, assuming that the 

conditions of section 2.3 were satisfied, are as 
follows: 

(a) a participating dealer that is also a 
member of the organization of a mutual 
fund would not be constrained in how it 
compensates its own representatives or 
employees by the provisions of Part 2 of 
the Instrument; 

(b) a participating dealer that is also a 
member of the organization of a mutual 
fund would not be limited by the operation 
of section 5.1 of the Instrument in 
presenting an investor conference by the 
fact that the dealer may also be a 
member of the organization of the mutual 
fund; 

(c) section 5.2 of the Instrument would not 
prevent a participating dealer that is also 
a member of the organization of a mutual 
fund from paying the travel, 
accommodation and personal incidental 
expenses for its own representatives to 
attend conferences sponsored by the 
mutual fund organization; and 

(d) section 5.5 of the Instrument would not 
operate to subject a participating dealer 
to the limitations contained in that 
section if the dealer was sponsoring a 
conference for its own representatives; 
the dealer would be able to pay for its 
own costs even though technically, the 
dealer was a member of the organization 
of a mutual fund. 

(4) Similarly, by reason of subsection 2.3(2), the 
Instrument will not affect the ability of a 
representative of a participating dealer that is 
a member of the organization of a mutual fund 
to receive compensation otherwise permitted 
by the Instrument from the participating 
dealer. 

(5) The Canadian securities regulatory authorities 
note they would consider any action in which 
the relationship between a mutual fund 
organization and a participating dealer that 
was a member of the organization was used 
in an attempt to avoid the Instrument to be 
offensive to the Instrument. 

PART 5 - COMMISSIONS 

5.1 Method of Calculation - Paragraphs 3.1(b) and 
3.2(b) of the Instrument require the disclosure of 
the method of calculation used in determining the 
amount of sales commissions and trailing 
commissions.  The Canadian securities regulatory 
authorities are of the view that this requirement will 
be satisfied with disclosure of a general nature as 
to how those commissions are calculated; the 
authorities expect that this disclosure would 
describe, generally, that the amount of a 
commission is calculated through multiplying a 
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specified rate of commission by some aggregate 
dollar amount of securities sold or held as at a 
specified time. 

5.2 Bonus Commissions - Subparagraphs 3.1(c)(iii) 
and 3.2(1)(d)(iii) of the Instrument prevent the 
payment of “bonus commissions”, in which the 
rates of commissions paid or earned during a 
particular period of the year are higher than the 
rates of commissions paid or earned for any other 
time.  This provision should not be read to prevent 
a mutual fund from changing its general 
commission rates at some time during a year.  It is 
noted that in such circumstances, the mutual fund 
should amend its prospectus or simplified 
prospectus to disclose the change in general 
commission rates applicable to sales of its 
securities. 

5.3 Trailing Commission Thresholds 

(1) The Canadian securities regulatory authorities 
note that the IFIC Code permits a mutual fund 
organization to pay, and a participating dealer 
to accept, trailing commissions based on the 
assets in an individual representative’s client 
accounts, on a representative-by-
representative basis.  The IFIC Code further 
provides that a mutual fund organization could 
establish a payment policy whereby no trailing 
commission would be paid to a participating 
dealer in respect of a particular representative 
if the assets in the representative’s client 
accounts did not exceed $100,000. 

(2) The Canadian securities regulatory authorities 
consider that the effect of the rules 
established by subsection 2.1(3) and 
section 3.2 of the Instrument mean that 
mutual fund organizations can no longer 
establish the minimum asset thresholds 
referred to in the IFIC Code.  These 
sections require that the percentage that a 
trailing commission represents of the 
aggregate value of securities of a mutual fund 
held in accounts of clients of a participating 
dealer must be the same for that participating 
dealer, regardless of the aggregate value of 
securities of the mutual fund in accounts of 
clients of the participating dealer at any time 
or the aggregate level of sales of securities of 
the mutual fund by the participating dealer. 

(3) Subsection 3.2(3) of the Instrument provides a 
limited transitional exception to the general 
provisions of section 3.2 concerning minimum 
thresholds in relation to trailing commissions.  
Subsection 3.2(3) permits a member of the 
organization of a mutual fund not to pay a 
trailing commission in respect of securities of 
the mutual fund held in accounts of clients of 
the participating dealer in certain 
circumstances; namely that the non-payment 
be consistent with a policy established and 
followed on July 1, 1997, and that the 
securities with respect to which no trailing 

commission is paid must have been acquired 
by those clients before the date that the 
Instrument came into force.  The rules 
established by section 3.2 are not intended to 
retroactively affect existing arrangements 
between mutual fund organizations and 
participating dealers respecting securities 
acquired before the Instrument came into 
force. 

(4) The following examples are offered to 
illustrate the operation of subsection 3.2(3) of 
the Instrument.  In each case, assume that a 
mutual fund organization had in place on 
July 1, 1997 a policy of not paying trailing 
commissions in respect of securities held in 
accounts of clients of a participating dealer, on 
a representative-by-representative basis, if the 
aggregate value of securities in those 
accounts was less than $100,000. 

(a) At some time after the Instrument came 
into force, securities in client accounts 
totalled $75,000 in value, of which 
$50,000 were acquired before the 
Instrument came into force, and $25,000 
were acquired after the Instrument came 
into force. The mutual fund organization 
is entitled under the Instrument to decline 
to pay a trailing commission in respect of 
the $50,000 value of securities acquired 
before the Instrument came into force, but 
must pay a trailing commission on the 
$25,000 value of securities acquired after 
the Instrument came into force; and 

(b) At some time after the Instrument came 
into force, securities in client accounts 
totalled $125,000 in value, of which 
$50,000 were acquired before the 
Instrument came into force, and $75,000 
were acquired after the Instrument came 
into force. The mutual fund organization 
is required to pay trailing commissions on 
the $75,000 worth of the securities 
acquired after the Instrument came into 
force.  Also, since the $100,000 threshold 
established under the policy of the 
organization in place on July 1, 1997 was 
exceeded, the mutual fund organization 
would pay a trailing commission on all 
$125,000 value of securities held in the 
accounts. 

(5) The Canadian securities regulatory authorities 
note that mutual fund organizations are not 
required to continue to maintain those policies 
of not paying trailing commissions in the 
circumstances described in subsections (3) 
and (4).  As provided in paragraph 3.2(3)(c) of 
the Instrument, any non-payment of a trailing 
commission under section 3.2 must be in 
conformity with the pre-established policy of 
the mutual fund organization. 
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(6) The Instrument is intended to remove the 
conflicts inherent in representatives seeking to 
achieve specific asset and sales thresholds in 
order to receive compensation in respect of 
mutual fund sales.  An internal compensation 
system of a participating dealer whereby a 
representative is not paid any portion of a 
commission that is less than a specified dollar 
amount could be viewed as imposing 
indirectly an asset and sales threshold for that 
representative.  The Canadian securities 
regulatory authorities are concerned that the 
internal compensation systems of participating 
dealers not impose, in effect, an asset or 
sales threshold to be achieved by 
representatives in order to receive a 
commission paid by a mutual fund 
organization in respect of mutual fund sales. 

(7) The Canadian securities regulatory authorities 
have received questions as to whether a 
mutual fund organization is required to pay the 
same rate of commission, inclusive of trailing 
commissions, to all participating dealers that 
sell the securities of the mutual fund 
organization’s mutual fund family.  The 
Canadian securities regulatory authorities 
note that the Instrument does not require the 
same rate of commission to be paid.  
However, the Canadian securities regulatory 
authorities would consider that the rules set 
out in Part 3 of the Instrument prohibiting 
mutual fund organizations from setting 
minimum asset and sales thresholds in 
respect of commission payments would be 
offended if a mutual fund organization 
established a practice of only paying 
participating dealers commissions, or higher 
rates of commissions, if these dealers met a 
specified asset or sales threshold. 

5.4  Restriction on payment and acceptance of 
trailing commissions where no suitability 
determination made - Subsection 3.2(4) of the 
Instrument prohibits members of the organization 
of a mutual fund from paying trailing commissions 
to participating dealers who were not required to 
make a suitability determination for a client in 
connection with securities of the mutual fund held 
in an account of the client. Correspondingly, 
subsection 2.2(3) of the Instrument prohibits 
participating dealers from soliciting or accepting 
payment of trailing commissions from a member of 
the organization of the mutual fund when they 
were not required to make a suitability 
determination for a client in connection with 
securities of a mutual fund held in an account of 
the client. Consequently, participating dealers who 
are not subject to the obligation to make a 
suitability determination under National Instrument 
31-103 Registration Requirements, Exemptions 
and Ongoing Registrant Obligations or 
corresponding SRO rules may not solicit or accept 
such payments. In addition, members of the 

organization of a mutual fund should make 
available to participating dealers who are not 
required to make a suitability determination in 
respect of a client, a class or series of securities of 
a mutual fund that does not pay trailing 
commissions, which the dealer should offer to the 
client. 

We remind members of the organization of a 
mutual fund and participating dealers of their duty 
under section 11.1 of National Instrument 31-103 
Registration Requirements, Exemptions and 
Ongoing Registrant Obligations to establish, 
maintain and apply policies and procedures that 
establish a system of controls and supervision 
sufficient to provide reasonable assurance that the 
firm and each individual acting on its behalf 
complies with securities legislation, including the 
prohibitions in subsections 2.2(3) and 3.2(4). 

We expect members of the organization of a 
mutual fund and participating dealers to be diligent 
in complying with subsections 2.2(3) and 3.2(4). 
Participating dealers should be operating in a 
manner that enables members of the organization 
of a mutual fund to ascertain whether a suitability 
determination was required to be made in 
connection with the securities of the mutual fund 
held in an account of the dealers’ clients and 
members of the organization of a mutual fund 
should be aware of the information that a 
participating dealer makes available to them 
regarding whether a suitability determination was 
required to be made. 

PART 6 - INTERNAL DEALER INCENTIVE PRACTICES 

6.1 Internal Dealer Incentive 
Practices - Sections 4.1 and 4.2 of the Instrument 
permit different payments to be made by 
participating dealers to their representatives for 
different mutual funds if the difference in payments 
is a result of the different commissions received by 
the dealer from mutual fund organizations.  The 
Canadian securities regulatory authorities 
recognize that different mutual fund organizations 
may pay different levels of commissions to dealers 
and that there is no compelling reason to prevent 
those differentials from flowing through to the 
representatives. 

PART 7 - MARKETING AND EDUCATIONAL 
PRACTICES 

7.1 Definition of “direct costs”  

(1) The phrase “out-of-pocket” costs and 
expenses, used in the definition of “direct 
costs” contained in section 1.1 of the 
Instrument, does not include internal salary 
and overhead costs associated with the efforts 
of the participating dealer relating to the 
applicable sales communication or event.  The 
definition of “direct costs” specifically excludes 
any costs incurred by a participating dealer for 
travel, accommodation or personal incidental 
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expenses associated with the attendance of 
individuals at applicable events.  The 
Canadian securities regulatory authorities are 
of the view that those types of expenses form 
part of the cost of doing business for the 
participating dealer and may not be borne by 
mutual fund organizations. 

(2) Part 5 of the Instrument permits a member of 
the organization of a mutual fund to pay direct 
costs incurred by a participating dealer 
relating to certain sales communications or 
events on the conditions indicated, which 
include, in some circumstances, a condition 
that the participating dealer provide invoices 
or receipts for the costs to be paid by the 
member.  The Canadian securities regulatory 
authorities expect members of organizations 
of mutual funds to exercise reasonable 
diligence to ensure that the direct costs 
indicated on invoices or receipts received from 
participating dealers represent direct costs 
that are reasonable in the circumstances.  The 
Canadian securities regulatory authorities also 
expect participating dealers to exercise 
reasonable diligence to ensure that the direct 
costs indicated on invoices or receipts 
delivered to members of organizations of 
mutual funds represent direct costs incurred 
by the participating dealer. 

7.2 Cooperative Marketing Practices 

(1) Section 5.1 of the Instrument is designed to 
permit some cooperative marketing between 
mutual fund organizations and participating 
dealers, within the parameters set out in that 
section.  The Canadian securities regulatory 
authorities are aware that participating dealers 
conduct certain marketing on behalf of mutual 
fund organizations and accordingly have 
permitted a limited sharing of the costs of 
sales communications and investor 
conferences and seminars that are organized 
and presented by participating dealers on the 
conditions contained in section 5.1.  
Section 5.1, however, does not permit a 
participating dealer to receive compensation 
or reimbursement from a mutual fund 
organization for its general marketing 
expenses, such as, for example, costs 
associated with client appreciation events or 
general client mailings or sales 
communications that relate generally to the 
business or operations of the participating 
dealer.  Those costs may not be borne by 
mutual fund organizations. 

(2) Paragraph 5.1(c) of the Instrument requires a 
participating dealer to provide invoices for, or 
receipts evidencing payment of, the direct 
costs permitted under section 5.1 to be paid 
by a member of the organization of the mutual 
fund.  The Canadian securities regulatory 
authorities are of the view that a participating 

dealer may establish procedures to facilitate 
the efficient payment or reimbursement of 
these costs, and note the following in that 
regard. 

(a) It is not necessary that the 
reimbursement of these costs be 
processed by the head office of a 
participating dealer; participating dealers 
may deal with mutual fund organizations 
at an appropriately local office level.  
However, the Canadian securities 
regulatory authorities emphasize that the 
Instrument makes a distinction between 
actions taken by a “participating dealer” 
and by a “representative.” 
Paragraph 5.1(c) of the Instrument 
requires a participating dealer to provide 
the invoices and receipts to the mutual 
fund organization, and this action cannot 
be taken directly by representatives of the 
participating dealer; 

(b) The Canadian securities regulatory 
authorities would not object to 
participating dealers directing mutual fund 
organizations to pay suppliers or service 
providers directly, so long as the payment 
is otherwise permitted to be made under 
section 5.1 of the Instrument.  There is no 
need for the mutual fund organization to 
pay the participating dealer the relevant 
amount of the costs, who then must pay 
the supplier. 

(3) Paragraph 5.1(e) of the Instrument requires 
written disclosure of the identity of the parties 
paying for a portion of the costs of a sales 
communication, investor conference or 
investor seminar.  The Canadian securities 
regulatory authorities consider that this 
disclosure should be in sufficient detail to 
make clear that a clearly identified party has 
paid a portion of the costs.  As a result, the 
mere display of a party’s logo would be 
considered insufficient disclosure both 
because the display may not adequately 
identify the party or make clear that the party 
has paid some of the costs of the event. 

7.3 Mutual Fund Sponsored Conferences 

(1) Section 5.2 of the Instrument requires that the 
costs relating to the organization and 
presentation of a conference or seminar 
described in that section be reasonable, 
having regard to the purpose of the 
conference or seminar.  The Canadian 
securities regulatory authorities are of the 
view that “reasonable” costs in this context 
could include the provision of food and 
beverages for attendees at the conference or 
seminar, the provision of conference or 
seminar materials and the payment or waiver 
of registration fees at the conference or 
seminar.  The term “reasonable” costs would 
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not include gifts or entertainment provided to 
attendees other than as permitted by 
section 5.6 of the Instrument. 

(2) Section 5.2 of the Instrument requires that the 
selection of the representatives of a 
participating dealer to attend a mutual fund 
sponsored conference or seminar is to be 
made exclusively by the participating dealer, 
uninfluenced by the mutual fund organization.  
The Canadian securities regulatory authorities 
note that the restriction does not prevent 
mutual fund organizations from organizing 
events that are tailored to the interests of 
particular categories of representatives, and 
advising the participating dealers of the nature 
of those events.  So, for instance, a mutual 
fund organization would be free to organize 
events designed for junior representatives in 
which entry-level information concerning 
mutual funds was provided; the organization 
could advise the participating dealers that it 
would be appropriate that junior 
representatives attend.  Identifying specific 
representatives would not constitute 
compliance with section 5.2 of the Instrument. 

7.4 Third Party Sponsored Educational 
Events - Section 5.3 of the Instrument permits a 
member of the organization of a mutual fund to 
pay the registration fees of a representative of a 
participating dealer for a third party sponsored 
educational event referred to in that section.  The 
term “registration fees” should be read with its 
ordinary meaning and should not be read to 
include travel, accommodation or other incidental 
costs associated with the attendance of the 
representative at the event. 

7.5 Meaning of “Location”  - Subparagraphs 
5.2(c)(iii) and 5.5(e)(iii) of the Instrument permit 
the events to which sections 5.2 and 5.5 apply to 
take place in a location where a portfolio adviser of 
a mutual fund carries on business, subject to the 
condition contained in these subparagraphs.  The 
Canadian securities regulatory authorities note 
that the term “location” will be interpreted by them 
to mean the city or immediate locale where the 
portfolio adviser carries on business.  The 
Canadian securities authorities will regard as 
abusive any attempt to construe the term “location” 
in an excessively wide manner.  So, for example, 
for a portfolio adviser carrying on business from an 
office in London, England, “location” means 
London or the immediate vicinity; it does not mean 
England, the British Isles or Europe. 

7.6 Promotional Items and Business Promotion 
Activities 

(1) Section 5.6 of the Instrument permits the 
provision of “non-monetary benefits of a 
promotional nature” of minimal value.  
Examples of this type of benefit include 
reminder advertising such as pens, calendars, 

t-shirts, hats, coffee mugs, paperweights and 
golf balls. 

(2) Section 5.6 of the Instrument permits a 
member of the organization of a mutual fund 
family to engage in reasonable business 
promotion activities.  Examples of such 
activities include occasional meals or drinks, 
tickets to sporting events, concerts or the 
theatre or the ability to participate in events 
such as golf tournaments and other 
comparable entertainment. 

PART 8 - RECIPROCAL COMMISSIONS AND 
PORTFOLIO TRANSACTIONS 

8.1 Reciprocal Commissions and Portfolio 
Transactions 

(1) Part 6 of the Instrument is designed to ensure 
that “best execution” practices are followed in 
making brokerage arrangements for mutual 
funds.  It limits the connection between a 
participating dealer’s distribution activities in 
respect of a mutual fund and its activities in 
carrying out portfolio transactions for the 
mutual fund.  In this regard, subsection 6.1(2) 
and section 6.2 of the Instrument require that 
portfolio transactions for a mutual fund are to 
be carried out only through a representative of 
a participating dealer who has been 
designated as an institutional representative 
by that participating dealer.  The Canadian 
securities regulatory authorities expect that 
industry participants will not attempt to 
circumvent the intent of the Instrument by 
designating persons as institutional 
representatives to undertake portfolio 
transactions for mutual fund organizations if 
those persons have little or no other dealings 
with institutional accounts. 

(2) The Canadian securities regulatory authorities 
recognize that certain types of information 
sharing between a member of the 
organization of a mutual fund and a 
participating dealer or a principal distributor 
are legitimate.  For example, disclosure of 
trading history to a participating dealer while 
negotiating commission rates for future trades 
would not offend subsection 6.1(3) of the 
Instrument. 

PART 9 - OTHER SALES PRACTICES 

9.1 Commission Rebates - Subsection 7.1(2) of the 
Instrument requires disclosure of the tax 
consequences of a redemption.  The Canadian 
securities regulatory authorities expect that this 
disclosure will be of a general nature, showing the 
tax effects of a redemption for taxpayers at 
different marginal rates. 

9.2 Tied Selling 

(1) The Canadian securities regulatory authorities 
note that the “products or services” referred to 
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in paragraph 7.4(b) of the Instrument include 
the opening of an account. 

(2) The Canadian securities regulatory authorities 
made section 7.4 of the Instrument in 
response to a similar provision in the IFIC 
Code, but also as a result of their concern that 
certain industry participants could use their 
ability to provide services (such as making 
loans) to investors and use undue influence to 
require or otherwise improperly require or 
coerce such investors to acquire mutual fund 
securities as a condition of providing these 
services.  The Canadian securities regulatory 
authorities are aware that certain industry 
participants offer financial incentives or 
advantages to certain clients; the practice of 
offering these financial incentives or 
advantages is commonly referred to as 
“relationship pricing.”  Section 7.4 is not 
intended to prohibit so called “relationship 
pricing” or other beneficial selling 
arrangements similar to relationship pricing.  
For example, the Canadian securities 
regulatory authorities would consider that 
section 7.4 was not offended if a financial 
institution offered to make a loan to a 
customer on more favourable terms or 
conditions than the financial institution would 
otherwise offer to the customer, if as a 
condition to obtaining the favourable terms or 
conditions, the customer acquired securities of 
mutual funds sponsored by the financial 
institution.  Section 7.4 would be offended, 
however, if the financial institution refused to 
make a loan to that customer unless the 
customer acquired securities of mutual funds 
sponsored by the financial institution in 
circumstances, for example, where the 
customer otherwise met the financial 
institution’s criteria for making loans. 

PART 10 - DISCLOSURE REQUIREMENTS 

10.1 Disclosure of Equity Interests - Section 8.2 of 
the Instrument requires a mutual fund to disclose 
equity interests held by participating dealers and 
their representatives in members of the 
organization of the mutual fund.  The Canadian 
securities regulatory authorities note that the term 
“equity interest” is a defined term and has a 
different meaning depending on whether the 
relevant member of the organization of a mutual 
fund is a reporting issuer whose securities are 
listed on a Canadian stock exchange or not.  For 
example, for a member of an organization that is a 
reporting issuer whose securities are listed on a 
Canadian stock exchange, the threshold for 
disclosure of an equity holding by a participating 
dealer or a representative of a participating dealer 
is 10 percent of any class of securities of that 
member.  The Canadian securities regulatory 
authorities expect the mutual fund to use its 
reasonable best efforts to seek the relevant 
information from a member of the organization of 

the mutual fund that is a reporting issuer whose 
securities are listed on a Canadian stock 
exchange.  The Canadian securities regulatory 
authorities would not object to a mutual fund 
organization disclosing that the information 
disclosed in the prospectus is to the best of its 
knowledge. 

10.2 Disclosure Requirements - Section 8.3 of the 
Instrument sets out the disclosure requirements for 
distributions of securities of a mutual fund subject 
to the Instrument that are made under an 
exemption from the prospectus requirements of 
the securities legislation and in circumstances in 
which the mutual fund does not have a current 
prospectus or simplified prospectus available to be 
delivered to the purchaser of the securities of the 
mutual fund. 

PART 11 - EXEMPTIONS 

11.1 Exemptions 

(1) The procedure to obtain, in more than one 
jurisdiction, an exemption from the Instrument 
is as follows: 

(a) the applicant should file an application in 
writing simultaneously in all jurisdictions 
in which it requires an exemption; 

(b) the application should indicate the name 
of the principal jurisdiction selected by the 
applicant for the purpose of dealing with 
the application and, if applicable, any 
related prospectus filing and of each 
other jurisdiction where the application 
and, if applicable, a related prospectus is 
being filed; 

(c) the Canadian securities regulatory 
authority of the principal jurisdiction or the 
regulator in the principal jurisdiction will, 
on behalf of the applicant, contact the 
Canadian securities regulatory authorities 
or regulators in the other jurisdictions in 
which the application has been made for 
their comments concerning the 
application and will forward all comments 
to the issuer; and 

(d) the applicant should respond in writing to 
all comments to the Canadian securities 
regulatory authority in the principal 
jurisdiction, which will forward the 
response to the Canadian securities 
regulatory authorities in the other 
jurisdictions and again coordinate 
comments. 

(2) In order to enable the Canadian securities 
regulatory authorities to deal with applications 
on a timely basis, issuers are encouraged to 
file applications simultaneously in all 
jurisdictions in which they require an approval 
or an exemption. 
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NATIONAL INSTRUMENT 81-106 
INVESTMENT FUND CONTINUOUS DISCLOSURE 

PART 1 - DEFINITIONS AND APPLICATIONS 

1.1 Definitions - In this Instrument 

“annual management report of fund performance” 
means a document prepared in accordance with 
Part B of Form 81-106F1; 

“current value” means, for an asset held by, or a 
liability of, an investment fund, the value calculated 
in accordance with Canadian GAAP; 

“designated rating” has the same meaning as in 
National Instrument 81-102 Investment Funds;  

“designated website” means, in relation to an 
investment fund, a website designated by the fund 
under section 16.1.2; 

“education savings plan” means an agreement 
between one or more persons and another person 
or organization, in which the other person or 
organization agrees to pay or cause to be paid, to or 
for one or more beneficiaries designated in 
connection with the agreement, scholarship awards; 

“EVCC” means an employee venture capital 
corporation that does not have a restricted 
constitution, and is registered under Part 2 of the 
Employee Investment Act (British Columbia), 
R.S.B.C. 1996 c. 112, and whose business 
objective is making multiple investments; 

“financial statements” includes interim financial 
reports; 

“independent review committee” means the 
independent review committee of the investment 
fund established under National Instrument 81-107 
Independent Review Committee for Investment 
Funds; 

“independent valuation” means a valuation of the 
assets and liabilities, or of the venture investments, 
of a labour sponsored or venture capital fund that 
contains the opinion of an independent valuator as 
to the current value of the assets and liabilities, or of 
the venture investments, and that is prepared in 
accordance with Part 8; 

“independent valuator” means a valuator that is 
independent of the labour sponsored or venture 
capital fund and that has appropriate qualifications; 

“information circular” means a document prepared 
in accordance with Form 51-102F5 Information 
Circular; 

“interim management report of fund performance” 
means a document prepared in accordance with 
Part C of Form 81-106F1; 

“interim period” means, in relation to an investment 
fund, 

(a) a period of at least three months that ends six 
months before the end of a financial year of 
the investment fund, or 

(b) in the case of a transition year of the 
investment fund, a period commencing on the 
first day of the transition year and ending six 
months after the end of its old financial year; 

“intermediary” has the same meaning as in section 
1.1 of National Instrument 54-101 Communication 
with Beneficial Owners of Securities of a Reporting 
Issuer; 

“investment fund” means a mutual fund or a 
non-redeemable investment fund, and, for greater 
certainty in British Columbia, includes an EVCC and 
a VCC; 

“labour sponsored or venture capital fund” means 
an investment fund that is 

(a) a labour sponsored investment fund 
corporation or a labour sponsored venture 
capital corporation under provincial legislation, 

(b) a registered or prescribed labour sponsored 
venture capital corporation as defined in the 
ITA, 

(c) an EVCC, or 

(d) a VCC; 

“management expense ratio” means the ratio, 
expressed as a percentage, of the expenses of an 
investment fund to its average net asset value, 
calculated in accordance with Part 15; 

“management fees” means the total fees paid or 
payable by an investment fund to its manager or 
one or more portfolio advisers or sub-advisers, 
including incentive or performance fees, but 
excluding operating expenses of the investment 
fund; 

“management report of fund performance” means 
an annual management report of fund performance 
or an interim management report of fund 
performance; 

“material change” means, in relation to an 
investment fund, 

(a) a change in the business, operations or affairs 
of the investment fund that would be 
considered important by a reasonable investor 
in determining whether to purchase or 
continue to hold securities of the investment 
fund, or 

(b) a decision to implement a change referred to 
in paragraph (a) made 
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(i) by the board of directors of the 
investment fund or the board of directors 
of the manager of the investment fund or 
other persons acting in a similar capacity, 

(ii) by senior management of the investment 
fund who believe that confirmation of the 
decision by the board of directors or such 
other persons acting in a similar capacity 
is probable, or 

(iii) by senior management of the manager of 
the investment fund who believe that 
confirmation of the decision by the board 
of directors of the manager or such other 
persons acting in a similar capacity is 
probable; 

“material contract” means, for an investment fund, a 
document that the investment fund would be 
required to list in a simplified prospectus under item 
4.17 of Part A of Form 81-101F1 if the investment 
fund filed a simplified prospectus under National 
Instrument 81-101 Mutual Fund Prospectus 
Disclosure; 

“meeting” means, except in sections 10.2, 10.3 and 
16.3, a meeting of securityholders of an investment 
fund; 

“mutual fund in the jurisdiction” means an 
incorporated or unincorporated mutual fund that is a 
reporting issuer in, or that is organized under the 
laws of, the local jurisdiction, but does not include a 
private mutual fund; 

“National Instrument 51-102” means National 
Instrument 51-102 Continuous Disclosure 
Obligations; 

“National Instrument 81-107” means National 
Instrument 81-107 Independent Review Committee 
for Investment Funds; 

“net asset value” means the value of the total assets 
of the investment fund less the value of the total 
liabilities, other than net assets attributable to 
securityholders, of the investment fund, as at a 
specific date, determined in accordance with 
Part 14; 

“NOBO” has the same meaning as in section 1.1 of 
National Instrument 54-101 Communication with 
Beneficial Owners of Securities of a Reporting 
Issuer; 

“non-redeemable investment fund” means an issuer, 

(a) whose primary purpose is to invest money 
provided by its securityholders, 

(b) that does not invest, 

(i) for the purpose of exercising or seeking 
to exercise control of an issuer, other 

than an issuer that is a mutual fund or a 
non-redeemable investment fund, or 

(ii) for the purpose of being actively involved 
in the management of any issuer in which 
it invests, other than an issuer that is a 
mutual fund or a non-redeemable 
investment fund, and 

(c) that is not a mutual fund; 

“notice-and-access” means the delivery procedures 
referred to in section 12.2.1; 

“notification of meeting and record dates” has the 
same meaning as in section 1.1 of National 
Instrument 54-101 Communication with Beneficial 
Owners of Securities of a Reporting Issuer; 

“proximate intermediary” has the same meaning as 
in section 1.1 of National Instrument 54-101 
Communication with Beneficial Owners of Securities 
of a Reporting Issuer; 

“proxy-related materials” means securityholder 
materials relating to a meeting that a person or 
company that solicits proxies is required under 
corporate law or securities legislation to send to a 
registered holder or beneficial owner of the 
securities of an investment fund; 

“publicly accountable enterprise” means a publicly 
accountable enterprise as defined in the Handbook; 

“quarterly portfolio disclosure” means the disclosure 
prepared in accordance with Part 6; 

“scholarship award” means any amount, other than 
a refund of contributions, that is paid or payable 
directly or indirectly to further the education of a 
beneficiary designated under an education savings 
plan; 

“scholarship plan” means an arrangement under 
which contributions to education savings plans are 
pooled to provide scholarship awards to designated 
beneficiaries; 

“send” includes to deliver or forward, or arrange to 
deliver or forward, by any means; 

“statement of changes in financial position” means a 
statement of changes in equity or a statement of 
changes in net assets attributable to 
securityholders. 

“stratification” means procedures whereby a paper 
copy of the information circular and, if applicable, 
the financial statements of the investment fund are 
included with the documents required to be sent in 
order to use notice-and-access under section 
12.2.1; 

“transition year” means the financial year of an 
investment fund in which a change of year-end 
occurs; 



National Instrument 81-106  

- 5 - 

“VCC” means a venture capital corporation 
registered under Part 1 of the Small Business 
Venture Capital Act (British Columbia), R.S.B.C. 
1996 c. 429 whose business objective is making 
multiple investments; and 

“venture investment” means an investment in a 
private company or an investment made in 
accordance with the requirements of provincial 
labour sponsored or venture capital fund legislation 
or the ITA. 

1.2 Application 

(1) Except as otherwise provided in this 
Instrument, this Instrument applies to 

(a) an investment fund that is a reporting 
issuer; and 

(b) subject to subsection (2), a mutual fund in 
the jurisdiction. 

(2) Despite paragraph (1)(b), in Alberta, British 
Columbia, Manitoba and Newfoundland and 
Labrador, this Instrument does not apply to a 
mutual fund that is not a reporting issuer. 

(3) [Repealed] 

(4) In Québec, this Instrument does not apply to a 
reporting issuer organized under 

(a) an Act to establish the Fonds de solidarité 
des travailleurs du Québec (F.T.Q.) 
R.S.Q., chapter F 3.2.1; 

(b) an Act to establish Fondaction, le Fonds 
de développement de la Confédération 
des syndicats nationaux pour la 
coopération et l’emploi (R.S.Q., chapter 
F-3.1.2); or 

(c) an Act constituting Capital régional et 
coopératif Desjardins, Loi constituant 
Capital régional et coopératif Desjardins 
(R.S.Q., chapter C-6.1). 

1.3 Interpretation 

(1) Each section, part, class or series of a class of 
securities of an investment fund that is 
referable to a separate portfolio of assets is 
considered to be a separate investment fund 
for the purposes of this Instrument. 

(2) Unless defined in section 1.1 of this 
Instrument, terms defined in National 
Instrument 81-102 Investment Funds and 
used in this Instrument have the respective 
meanings ascribed to them in that Instrument. 

(3) Terms defined in National Instrument 81-105 
Mutual Fund Sales Practices and used in this 
Instrument have the respective meanings 
ascribed to them in that Instrument except that 
references in those definitions to “mutual fund” 
must be read as references to “investment 
fund”. 

1.4 Language of Documents 

(1) A document that is required to be filed under 
this Instrument must be prepared in French or 
English. 

(2) If an investment fund files a document in 
French or in English, and a translation of the 
document into the other language is sent to a 
securityholder, the investment fund must file 
the translated document not later than when it 
is sent to the securityholder. 

(3) In Québec, the linguistic obligations and rights 
prescribed by Québec law must be complied 
with. 

PART 2 - FINANCIAL STATEMENTS 

2.1 Comparative Annual Financial Statements and 
Auditor’s Report 

(1) An investment fund must file annual financial 
statements for the investment fund’s most 
recently completed financial year that include 

(a) a statement of financial position as at the 
end of that financial year and a statement 
of financial position as at the end of the 
immediately preceding financial year; 

(b) a statement of comprehensive income for 
that financial year and a statement of 
comprehensive income for the 
immediately preceding financial year; 

(c) a statement of changes in financial 
position for that financial year and a 
statement of changes in financial position 
for the immediately preceding financial 
year; 

(d) for financial years beginning on or after 
January 1, 2014, a statement of cash 
flows for that financial year and a 
statement of cash flows for the 
immediately preceding financial year; 

(e) a statement of investment portfolio as at 
the end of that financial year;  

(f) a statement of financial position as at the 
beginning of the immediately preceding 
financial year if the investment fund 
discloses in its annual financial 
statements an unreserved statement of 
compliance with IFRS and the investment 
fund: 

(i) applies an accounting policy 
retrospectively in its annual financial 
statements, 

(ii) makes a retrospective restatement of 
items in its annual financial 
statements, or 

(iii) reclassifies items in its annual 
financial statements; and 
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(g) notes to the annual financial statements. 

(2) Annual financial statements filed under 
subsection (1) must be accompanied by an 
auditor’s report. 

2.2 Filing Deadline for Annual Financial 
Statements - The annual financial statements and 
auditor’s report required to be filed under 
section 2.1 must be filed on or before the 90th day 
after the investment fund’s most recently 
completed financial year. 

2.3 Interim Financial Report - An investment fund 
must file an interim financial report for the 
investment fund’s most recently completed interim 
period that includes 

(a) a statement of financial position as at the end 
of that interim period and a statement of 
financial position as at the end of the 
immediately preceding financial year; 

(b) a statement of comprehensive income for that 
interim period and a statement of 
comprehensive income for the corresponding 
period in the immediately preceding financial 
year; 

(c) a statement of changes in financial position for 
that interim period and a statement of 
changes in financial position for the 
corresponding period in the immediately 
preceding financial year; 

(d) for financial years beginning on or after 
January 1, 2014, a statement of cash flows for 
that interim period and a statement of cash 
flows for the corresponding period in the 
immediately preceding financial year; 

(e) a statement of investment portfolio as at the 
end of that interim period;  

(f) a statement of financial position as at the 
beginning of the immediately preceding 
financial year if the investment fund discloses 
in its interim financial report an unreserved 
statement of compliance with International 
Accounting Standard 34 Interim Financial 
Reporting and the investment fund 

(i) applies an accounting policy 
retrospectively in its interim financial 
report, 

(ii) makes a retrospective restatement of 
items in its interim financial report, or 

(iii) reclassifies items in its interim financial 
report; and 

(g) notes to the interim financial report. 

2.4 Filing Deadline for Interim Financial 
Report - The interim financial report required to be 
filed under section 2.3 must be filed on or before 
the 60th day after the end of the most recent 
interim period of the investment fund. 

2.5 Approval of Financial Statements 

(1) The board of directors of an investment fund 
that is a corporation must approve the 
financial statements of the investment fund 
before those financial statements are filed or 
made available to securityholders or potential 
purchasers of securities of the investment 
fund. 

(2) The trustee or trustees of an investment fund 
that is a trust, or another person or company 
authorized to do so by the constating 
documents of the investment fund, must 
approve the financial statements of the 
investment fund, before those financial 
statements are filed or made available to 
securityholders or potential purchasers of 
securities of the investment fund. 

2.6 Acceptable Accounting Principles 

(1) For financial years beginning before January 
1, 2014, the financial statements of an 
investment fund must be prepared in 
accordance with Canadian GAAP applicable 
to public enterprises. 

(2) For financial years beginning on or after 
January 1, 2014, the financial statements of 
an investment fund must be prepared in 
accordance with Canadian GAAP applicable 
to publicly accountable enterprises. 

(3) Financial statements must be prepared in 
accordance with the same accounting 
principles for all periods presented in the 
financial statements. 

2.7 Acceptable Auditing Standards 

(1) Financial statements that are required to be 
audited must be audited in accordance with 
Canadian GAAS. 

(2) For financial years beginning before January 
1, 2014, audited financial statements must be 
accompanied by an auditor's report prepared 
in accordance with Canadian GAAS and the 
following requirements: 

1. The auditor's report must not contain a 
reservation or express a modified opinion. 

2. The auditor's report must identify all 
financial periods presented for which the 
auditor has issued an auditor's report. 

3. If the investment fund has changed its 
auditor and a comparative period 
presented in the financial statements was 
audited by a different auditor, the 
auditor's report must refer to the former 
auditor's report on the comparative 
period. 

4. The auditor's report must identify the 
auditing standards used to conduct the 
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audit and the accounting principles used 
to prepare the financial statements. 

(3)  For financial years beginning on or after 
January 1, 2014, audited financial statements 
must be accompanied by an auditor's report 
prepared in accordance with Canadian GAAS 
and the following requirements: 

1. The auditor's report expresses an 
unmodified opinion. 

2. The auditor's report identifies all financial 
periods presented for which the auditor 
has issued an auditor's report. 

3. The auditor's report is in the form 
specified by Canadian GAAS for an audit 
of financial statements prepared in 
accordance with a fair presentation 
framework. 

4. The auditor's report refers to IFRS as the 
applicable fair presentation framework. 

5. If the investment fund has changed its 
auditor and a comparative period 
presented in the financial statements was 
audited by a predecessor auditor, the 
financial statements are accompanied by 
the predecessor auditor's report on the 
comparative period or the auditor's report 
refers to the predecessor auditor's report 
on the comparative period. 

2.8 Acceptable Auditors - An auditor’s report must 
be prepared and signed by a person or company 
that is authorized to sign an auditor’s report by the 
laws of a jurisdiction of Canada, and that meets 
the professional standards of that jurisdiction. 

2.9 Change in Year End 

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

(2) Section 4.8 of National Instrument 51-102 
applies to an investment fund that changes its 
financial year-end, except that 

(a) a reference to “interim period” must be 
read as “interim period” as defined in this 
Instrument; 

(b) a requirement under National 
Instrument 51-102 to include specified 
financial statements must be read as a 
requirement to include the financial 
statements required under this Part; and 

(c) a reference to “filing deadline” in 
subsection 4.8(2) of National 
Instrument 51-102 must be read as a 
reference to the filing deadlines provided 
for under section 2.2 and 2.4 of this 
Instrument. 

(3) Despite section 2.4, an investment fund is not 
required to file an interim financial report for 

any period in a transition year if the transition 
year is less than nine months in length. 

(4) Despite paragraphs 4.8(7)(a) and (b) and 
(8)(a) and (b) of National Instrument 51-102, 

(a) for an interim financial report for an 
interim period in the transition year, the 
investment fund must include as 
comparative information 

(i) a statement of financial position as at 
the end of its old financial year; and 

(ii) a statement of comprehensive 
income, a statement of changes in 
financial position, and a statement of 
cash flows, for the interim period of 
the old financial year; 

(b) for an interim financial report for an 
interim period in a new financial year, the 
investment fund must include as 
comparative information 

(i) a statement of financial position as at 
the end of the transition year; and 

(ii) a statement of comprehensive 
income, a statement of changes in 
financial position, and a statement of 
cash flows, for the period that is one 
year earlier than the interim period in 
the new financial year. 

2.10 Change in Legal Structure - If an investment 
fund that is a reporting issuer is party to an 
amalgamation, arrangement, merger, winding-up, 
reorganization or other transaction that will result 
in 

(a) the investment fund terminating or ceasing to 
be a reporting issuer; 

(b) another entity becoming an investment fund; 

(c) a change in the investment fund’s financial 
year end; or 

(d) a change in the name of the investment fund, 

the investment fund must, as soon as practicable, 
and in any event not later than the deadline for the 
first filing required by this Instrument following the 
transaction, file a notice stating: 

(e) the names of the parties to the transaction; 

(f) a description of the transaction; 

(g) the effective date of the transaction; 

(h) if applicable, the names of each party that 
terminated or ceased to be a reporting issuer 
following the transaction and of each 
continuing entity; 

(i) if applicable, the date of the investment fund’s 
first financial year end following the 
transaction; and 



National Instrument 81-106  

- 8 - 

(j) if applicable, the periods, including the 
comparative periods, if any, of the interim 
financial report and annual financial 
statements required to be filed for the 
investment fund’s first financial year following 
the transaction. 

2.11 Filing Exemption for Mutual Funds that are 
Non-Reporting Issuers - A mutual fund that is not 
a reporting issuer is exempt from the filing 
requirements of section 2.1 for a financial year or 
section 2.3 for an interim period if 

(a) the mutual fund prepares the applicable 
financial statements in accordance with this 
Instrument; 

(b) the mutual fund delivers the financial 
statements to its securityholders in 
accordance with Part 5 within the same time 
periods as if the financial statements were 
required to be filed; 

(c) the mutual fund has advised the regulator or 
securities regulatory authority that it is relying 
on this exemption not to file its financial 
statements; and 

(d) the mutual fund has included in a note to the 
financial statements that it is relying on this 
exemption not to file its financial statements. 

2.12 Disclosure of Auditor Review of Interim 
Financial Report 

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

(2) If an auditor has not performed a review of the 
interim financial report required to be filed, the 
interim financial report must be accompanied 
by a notice indicating that the interim financial 
report has not been reviewed by an auditor. 

(3) If an investment fund engaged an auditor to 
perform a review of the interim financial report 
required to be filed and the auditor was unable 
to complete the review, the interim financial 
report must be accompanied by a notice 
indicating that the auditor was unable to 
complete a review of the interim financial 
report and the reasons why. 

(4) If an auditor has performed a review of the 
interim financial report required to be filed and 
the auditor has expressed a reservation in the 
auditor’s interim review report, the interim 
financial report must be accompanied by a 
written review report from the auditor. 

PART 3 - FINANCIAL DISCLOSURE REQUIREMENTS 

3.1 Statement of Financial Position - The statement 
of financial position of an investment fund must 
disclose the following as separate line items, each 
shown at current value: 

1. cash, term deposits and, if not included in the 
statement of investment portfolio, short term 
debt instruments. 

2. investments. 

3. accounts receivable relating to securities 
issued. 

4. accounts receivable relating to portfolio assets 
sold. 

5. accounts receivable relating to margin paid or 
deposited on futures or forward contracts. 

6. amounts receivable or payable in respect of 
derivatives transactions, including premiums 
or discounts received or paid. 

7. deposits with brokers for portfolio securities 
sold short. 

8. accrued expenses. 

9. accrued incentive arrangements or 
performance compensation. 

10. portfolio securities sold short. 

11. liabilities for securities redeemed. 

12. liabilities for portfolio assets purchased. 

13. income tax payable. 

14. total equity or net assets attributable to 
securityholders and, if applicable, for each 
class or series. 

15. total equity per security or net assets 
attributable to securityholders per security, or 
if applicable, per security of each class or 
series. 

3.2 Statement of Comprehensive Income - The 
statement of comprehensive income of an 
investment fund must disclose the following 
information as separate line items: 

1. dividend revenue. 

2. interest revenue. 

3. income from derivatives. 

4. revenue from securities lending. 

5. management fees, excluding incentive or 
performance fees. 

6. incentive or performance fees. 

7. audit fees. 

8. directors’ or trustees’ fees. 

8.1 independent review committee fees. 
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9. custodial fees. 

10. legal fees. 

10.1 commissions and other portfolio transaction 
costs. 

11. securityholder reporting costs. 

12. [Repealed] 

13. amounts that would otherwise have been 
payable by the investment fund that were 
waived or paid by the manager or a portfolio 
adviser of the investment fund. 

14. income tax. 

15. [Repealed] 

16. realized gains or losses. 

17. unrealized gains or losses. 

17.1 if recognized as an expense, distributions, 
showing separately the amount distributed out 
of net investment income and out of realized 
gains on portfolio assets sold. 

18. increase or decrease in total equity from 
operations, or in net assets attributable to 
securityholders from operations, excluding 
distributions, and, if applicable, for each class 
or series. 

19. increase or decrease in total equity from 
operations per security, or in net assets 
attributable to securityholders from operations, 
excluding distributions, per security or, if 
applicable, per security of each class or 
series. 

3.3 Statement of Changes in Financial 
Position - The statement of changes in financial 
position of an investment fund must disclose, for 
each class or series, the following as separate line 
items: 

1. total equity or net assets attributable to 
securityholders at the beginning of the period. 

2. [Repealed] 

3. proceeds from the issuance of securities of 
the investment fund. 

4. aggregate amounts paid on redemption of 
securities of the investment fund. 

5. securities issued on reinvestment of 
distributions. 

6. if not recognized as an expense, distributions, 
showing separately the amount distributed out 
of net investment income and out of realized 
gains on portfolio assets sold. 

6.1 return of capital.  

7. total equity or net assets attributable to 
securityholders at the end of the period. 

3.4 Statement of Cash Flows - The statement of 
cash flows of an investment fund must disclose the 
following as separate line items: 

1. [Repealed] 

2. proceeds of disposition of portfolio assets. 

3. payments for the purchase of portfolio assets. 

4. proceeds from the issuance of securities of 
the investment fund. 

5. aggregate amounts paid on redemption of 
securities of the investment fund. 

6. compensation paid in respect of the sale of 
securities of the investment fund. 

3.5 Statement of Investment Portfolio 

(1) The statement of investment portfolio of an 
investment fund must disclose the following 
for each portfolio asset held or sold short: 

1. the name of the issuer of the portfolio 
asset. 

2. a description of the portfolio asset, 
including 

(a) for an equity security, the name of 
the class of the security. 

(b) for a debt instrument not included in 
paragraph (c), all characteristics 
commonly used commercially to 
identify the instrument, including the 
name of the instrument, the interest 
rate of the instrument, the maturity 
date of the instrument, whether the 
instrument is convertible or 
exchangeable and, if used to identify 
the instrument, the priority of the 
instrument. 

(c) for a debt instrument referred to in 
the definition of “money market fund” 
in National Instrument 81-102 
Investment Funds, the name, interest 
rate and maturity date of the 
instrument. 

(d) for a portfolio asset not referred to in 
paragraph (a), (b) or (c), the name of 
the portfolio asset and the material 
terms and conditions of the portfolio 
asset commonly used commercially 
in describing the portfolio asset. 

3. the number or aggregate face value of 
the portfolio asset. 

4. the cost of the portfolio asset. 

5. the current value of the portfolio asset. 

(2) For the purposes of subsection (1), disclosure 
for a long portfolio must be segregated from 
the disclosure for a short portfolio. 
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(3) For the purposes of subsection (1) and 
subject to subsection (2), disclosure must be 
aggregated for portfolio assets having the 
same description and issuer. 

(4) [Repealed] 

(5) [Repealed] 

(6) If an investment fund holds positions in 
derivatives, the investment fund must disclose 
in the statement of investment portfolio or the 
notes to that statement, 

(a) for long and short positions in options, 

(i) the quantity of the underlying 
interest, the number of options, the 
underlying interest, the strike price, 
the expiration month and year, the 
cost and the current value, and 

(ii) if the underlying interest is a future, 
information about the future in 
accordance with subparagraph (i); 

(b) for positions in futures and forwards, the 
number of futures and forwards, the 
underlying interest, the price at which the 
contract was entered into, the delivery 
month and year and the current value; 

(c) for positions in swaps, the number of 
swap contracts, the underlying interest, 
the principal or notional amount, the 
payment dates, and the current value; 
and 

(d) if a rating of a counterparty has fallen 
below the designated rating level. 

(7) If applicable, the statement of investment 
portfolio included in the financial statements of 
the investment fund, or the notes to the 
statement of investment portfolio, must 
identify the underlying interest that is being 
hedged by each position taken by the 
investment fund in a derivative. 

(8) An investment fund may omit the information 
required by subsection (1) about mortgages 
from a statement of investment portfolio if the 
statement of investment portfolio discloses 

(a) the total number of mortgages held; 

(b) the aggregate current value of mortgages 
held; 

(c) a breakdown of mortgages, by reference 
to number and current value among 
mortgages insured under the National 
Housing Act (Canada), insured 
conventional mortgages and uninsured 
conventional mortgages; 

(d) a breakdown of mortgages, by reference 
to number and current value, among 
mortgages that are pre-payable and 
those that are not pre-payable; and 

(e) a breakdown of mortgages, by reference 
to number, current value, amortized cost 
and outstanding principal value, among 
groups of mortgages having contractual 
interest rates varying by no more than 
one quarter of one percent. 

(9) An investment fund must maintain records of 
all portfolio transactions undertaken by the 
investment fund. 

3.6 Notes to Financial Statements 

(1) The notes to the financial statements of an 
investment fund must disclose the following: 

1. the basis for determining current value 
and cost of portfolio assets and, if a 
method of determining cost other than by 
reference to the average cost of the 
portfolio assets is used, the method used. 

1.1 for financial years beginning on or after 
January 1, 2014, the basis for classifying 
the investment fund's outstanding 
securities, or each class or series of 
outstanding securities, as either equity 
instruments or financial liabilities. 

2. if the investment fund has outstanding 
more than one class or series of 
securities ranking equally against its net 
assets, but differing in other respects, 

(a) the number of authorized securities 
of each class or series; 

(b) the number of securities of each 
class or series that have been issued 
and are outstanding; 

(c) the differences between the classes 
or series, including differences in 
sales charges, and management 
fees; 

(d) the method used to allocate income 
and expenses, and realized and 
unrealized capital gains and losses, 
to each class; 

(e) the fee arrangements for any class 
level expenses paid to affiliates; and 

(f) transactions involving the issue or 
redemption of securities of the 
investment fund undertaken in the 
period for each class of securities to 
which the financial statements 
pertain. 

3. to the extent the amount is ascertainable, 
the portion of the total client brokerage 
commissions, as defined in National 
Instrument 23-102 Use of Client 
Brokerage Commissions, paid or payable 
to dealers by the investment fund for the 
provision of goods or services by the 
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dealers or third parties, other than order 
execution. 

4. the total cost of distribution of the 
investment fund’s securities recorded in 
the statement of changes in financial 
position. 

5. the net asset value per security as at the 
date of the financial statements compared 
to the total equity per security or net 
assets attributable to securityholders per 
security as shown on the statement of 
financial position, and an explanation of 
each of the differences between these 
amounts. 

(2) If not disclosed elsewhere in the financial 
statements, an investment fund that borrows 
money must, in a note to the financial 
statements, disclose the minimum and 
maximum amount borrowed during the period 
to which the financial statements or 
management report of fund performance 
pertain. 

(3) For financial years beginning on or after 
January 1, 2014, the notes to the financial 
statements must disclose 

(a) in the case of annual financial 
statements, an unreserved statement of 
compliance with IFRS; and 

(b) in the case of interim financial reports, an 
unreserved statement of compliance with 
International Accounting Standard 34 
Interim Financial Reporting. 

3.7 Inapplicable Line Items - Despite the 
requirements of this Part, an investment fund may 
omit a line item from the financial statements for 
any matter that does not apply to the investment 
fund or for which the investment fund has nothing 
to disclose. 

3.8 Disclosure of Securities Lending Transactions 

(1) An investment fund must disclose, in the 
statement of investment portfolio included in 
the financial statements of the investment 
fund, or in the notes to the financial 
statements, 

(a) the aggregate dollar value of portfolio 
securities that were lent in the securities 
lending transactions of the investment 
fund that are outstanding as at the date of 
the financial statements; and 

(b) the type and aggregate amount of 
collateral received by the investment fund 
under securities lending transactions of 
the investment fund that are outstanding 
as at the date of the financial statements. 

(2) The statement of financial position of an 
investment fund that has received cash 
collateral from a securities lending transaction 

that is outstanding as of the date of the 
financial statements must disclose separately 

(a) the cash collateral received by the 
investment fund; and 

(b) the obligation to repay the cash collateral. 

(3) The statement of comprehensive income of an 
investment fund must disclose income from a 
securities lending transaction as revenue. 

(4) An investment fund must include, in the notes 
to the financial statements, a reconciliation of 
the gross amount generated from the 
securities lending transactions of the 
investment fund to the revenue from securities 
lending disclosed in the statement of 
comprehensive income of the investment fund 
under item 4 of section 3.2. 

(5) The disclosure referred to in subsection (4) 
must include each of the following: 

(a) the name of each person or company 
who was entitled to receive payments out 
of the gross amount generated from the 
securities lending transactions of the 
investment fund; 

(b) the amount each recipient named under 
paragraph (a) was entitled to receive; 

(c) the aggregate of the amounts disclosed 
under paragraph (b) as a percentage of 
the gross amount generated from the 
securities lending transactions of the 
investment fund.  

3.9 Disclosure of Repurchase Transactions 

(1) An investment fund, in the statement of 
investment portfolio included in the financial 
statements of the investment fund, or in the 
notes to that statement, must, for a 
repurchase transaction of the investment fund 
that is outstanding as at the date of the 
statement, disclose 

(a) the date of the transaction; 

(b) the expiration date of the transaction; 

(c) the nature and current value of the 
portfolio securities sold by the investment 
fund; 

(d) the amount of cash received and the 
repurchase price to be paid by the 
investment fund; and 

(e) the current value of the sold portfolio 
securities as at the date of the statement. 

(2) The statement of financial position of an 
investment fund that has entered into a 
repurchase transaction that is outstanding as 
of the date of the statement of financial 
position must disclose separately the 
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obligation of the investment fund to repay the 
collateral. 

(3) The statement of comprehensive income of an 
investment fund must disclose income from 
the use of the cash received on a repurchase 
transaction as revenue. 

(4) The information required by this section may 
be presented on an aggregate basis. 

3.10 Disclosure of Reverse Repurchase 
Transactions 

(1) An investment fund, in the statement of 
investment portfolio or in the notes to that 
statement, must, for a reverse repurchase 
transaction of the investment fund that is 
outstanding as at the date of the statement, 
disclose 

(a) the date of the transaction; 

(b) the expiration date of the transaction; 

(c) the total dollar amount paid by the 
investment fund; 

(d) the nature and current value or principal 
amount of the portfolio securities received 
by the investment fund; and 

(e) the current value of the purchased 
portfolio securities as at the date of the 
statement. 

(2) The statement of financial position of an 
investment fund that has entered into a 
reverse repurchase transaction that is 
outstanding as of the date of the financial 
statements must disclose separately the 
reverse repurchase agreement relating to the 
transaction at current value. 

(3) The statement of comprehensive income of an 
investment fund must disclose income from a 
reverse repurchase transaction as revenue. 

(4) The information required by this section may 
be presented on an aggregate basis. 

3.11 Scholarship Plans 

(1) In addition to the requirements of this Part, an 
investment fund that is a scholarship plan 
must disclose, as of the end of its most 
recently completed financial year, a separate 
statement or schedule to the financial 
statements that provides 

(a) a summary of education savings plans 
and units outstanding by year of eligibility, 
including 

(i) disclosure of the number of units by 
year of eligibility for the opening 
units, units purchased, units forfeited 
and the ending units, 

(ii) disclosure of the principal amounts 
and the accumulated income per 

year of eligibility, and their total 
balances, and 

(iii) a reconciliation of the total balances 
of the principal amounts and the 
accumulated income in the statement 
or schedule to the statement of 
financial position of the scholarship 
plan; 

(b) the total number of units outstanding; and 

(c) a statement of scholarship awards paid to 
beneficiaries, and a reconciliation of the 
amount of scholarship awards paid with 
the statement of comprehensive income. 

(2) Despite sections 3.1 and 3.2, an investment 
fund that is a scholarship plan may omit the 
"total equity per security or net assets 
attributable to securityholders per security" 
and "increase or decrease in total equity from 
operations per security, or in net assets 
attributable to securityholders from operations, 
excluding distributions, per security" line items 
from its financial statements. 

3.12 Disclosure of Use of Leverage 

(1) An investment fund that uses leverage must 
disclose the following information in its 
financial statements: 

(a) a brief explanation of the sources of 
leverage including cash borrowing, short 
selling or use of specified derivatives, 
used during the reporting period covered 
by the financial statements, 

(b) the lowest and highest level of the 
aggregate exposure to those sources of 
leverage in the period, and  

(c)  a brief explanation of the significance to 
the investment fund of the lowest and 
highest levels of the aggregate exposure 
to those sources of leverage. 

(2) For the purposes of subsection (1), an 
investment fund must calculate its aggregate 
exposure to those sources of leverage in 
accordance with section 2.9.1 of National 
Instrument 81-102 Investment Funds. 

PART 4 - MANAGEMENT REPORTS OF FUND 
PERFORMANCE 

4.1 Application - This Part applies to an investment 
fund that is a reporting issuer. 

4.2 Filing of Management Reports of Fund 
Performance - An investment fund, other than an 
investment fund that is a scholarship plan, must 
file an annual management report of fund 
performance for each financial year and an interim 
management report of fund performance for each 
interim period at the same time that it files its 
annual financial statements or its interim financial 
report for that financial period. 
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4.3 Filing of Annual Management Report of Fund 
Performance for an Investment Fund that is a 
Scholarship Plan - An investment fund that is a 
scholarship plan must file an annual management 
report of fund performance for each financial year 
at the same time that it files its annual financial 
statements. 

4.4 Contents of Management Reports of Fund 
Performance - A management report of fund 
performance required by this Part must 

(a) be prepared in accordance with 
Form 81-106F1; and 

(b) not incorporate by reference information from 
any other document that is required to be 
included in a management report of fund 
performance. 

4.5 Approval of Management Reports of Fund 
Performance 

(1) The board of directors of an investment fund 
that is a corporation must approve the 
management report of fund performance of 
the investment fund before the report is filed 
or made available to a holder or potential 
purchaser of securities of the investment fund. 

(2) The trustee or trustees of an investment fund 
that is a trust, or another person or company 
authorized to do so by the constating 
documents of the investment fund, must 
approve the management report of fund 
performance of the investment fund before the 
report is filed or made available to a holder or 
potential purchaser of securities of the 
investment fund. 

PART 5 - DELIVERY OF FINANCIAL STATEMENTS 
AND MANAGEMENT REPORTS OF FUND 
PERFORMANCE 

5.1 Delivery of Certain Continuous Disclosure 
Documents 

(1) In this Part, “securityholder” means a 
registered holder or beneficial owner of 
securities issued by an investment fund. 

(2) Subject to section 5.2 or section 5.3, an 
investment fund must send to a 
securityholder, by the filing deadline for the 
document, the following: 

(a) annual financial statements; 

(b) interim financial report; 

(c) if required to be prepared by the 
investment fund, the annual management 
report of fund performance; 

(d) if required to be prepared by the 
investment fund, the interim management 
report of fund performance. 

(3) An investment fund must apply the 
procedures set out in National 

Instrument 54-101 Communication with 
Beneficial Owners of Securities of a Reporting 
Issuer when complying with this Part. 

(4) Despite subsection (3), National 
Instrument 54-101 Communication with 
Beneficial Owners of Securities of a Reporting 
Issuer does not apply to an investment fund 
with respect to a requirement under this Part if 
the investment fund has the necessary 
information to communicate directly with a 
beneficial owner of its securities. 

5.2 Sending According to Standing Instructions 

(1) Subsection 5.1(2) does not apply to an 
investment fund that requests standing 
instructions from a securityholder in 
accordance with this section and sends the 
documents listed in subsection 5.1(2) 
according to those instructions. 

(2) An investment fund relying on 
subsection 5.2(1) must send, to each 
securityholder, a document that 

(a) explains the choices a securityholder has 
to receive the documents listed in 
subsection 5.1(2); 

(b) solicits instructions from the 
securityholder about delivery of those 
documents; and 

(c) explains that the instructions provided by 
the securityholder will continue to be 
followed by the investment fund until they 
are changed by the securityholder. 

(3) If a person or company becomes a 
securityholder of an investment fund, the 
investment fund must solicit instructions in 
accordance with subsection (2) from the 
securityholder as soon as reasonably 
practicable after the investment fund accepts 
a purchase order from the securityholder. 

(4) An investment fund must rely on instructions 
given under this section until a securityholder 
changes them. 

(5) At least once a year, an investment fund must 
send each securityholder a reminder that 

(a) the securityholder is entitled to receive 
the documents listed in subsection 5.1(2); 

(b) the investment fund is relying on delivery 
instructions provided by the 
securityholder; 

(c) explains how a securityholder can change 
the instructions it has given; and 

(d) the securityholder can obtain the 
documents on the SEDAR website and 
on the investment fund’s designated 
website and by contacting the investment 
fund. 
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5.3 Sending According to Annual Instructions 

(1) Subsection 5.1(2) does not apply to an 
investment fund that requests annual 
instructions from a securityholder in 
accordance with this section and sends the 
documents listed in subsection 5.1(2) 
according to those instructions. 

(2) Subsection (1) does not apply to an 
investment fund that has previously relied on 
subsection 5.2(1). 

(3) An investment fund relying on 
subsection 5.3(1) must send annually to each 
securityholder a request form the 
securityholder may use to instruct the 
investment fund as to which of the documents 
listed in subsection 5.1(2) the securityholder 
wishes to receive. 

(4) The request form described in subsection (3) 
must be accompanied by a notice explaining 
that 

(a) the securityholder is providing delivery 
instructions for the current year only; and 

(b) the documents are available on the 
SEDAR website and on the investment 
fund’s designated website and by 
contacting the investment fund. 

5.4 General 

(1) If a securityholder requests any of the 
documents listed in subsection 5.1(2), an 
investment fund must send a copy of the 
requested documents by the later of 

(a) the filing deadline for the requested 
document; and 

(b) ten calendar days after the investment 
fund receives the request. 

(2) An investment fund must not charge a fee for 
sending the documents referred to in this 
Part and must ensure that securityholders can 
respond without cost to the solicitations of 
instructions required by this Part. 

(3) Investment funds under common 
management may solicit one set of delivery 
instructions from a securityholder that will 
apply to all of the investment funds under 
common management held by that 
securityholder. 

(4) Despite subsection 7.1(3), for the purposes of 
delivery to a securityholder, an investment 
fund may bind its management report of fund 
performance with the management report of 
fund performance for one or more other 
investment funds if the securityholder holds 
each investment fund. 

5.5 Websites - An investment fund that is a reporting 
issuer must post on its designated website any 

documents listed in subsection 5.1(2) no later than 
the date that those documents are filed. 

PART 6 - QUARTERLY PORTFOLIO DISCLOSURE 

6.1 Application - This Part applies to an investment 
fund that is a reporting issuer, other than a 
scholarship plan or a labour sponsored or venture 
capital fund. 

6.2 Preparation and Dissemination 

(1) An investment fund must prepare quarterly 
portfolio disclosure that includes 

(a) a summary of investment portfolio 
prepared in accordance with Item 5 of 
Part B of Form 81-106F1 as at the end of 

(i) each period of at least three months 
that ends three or nine months 
before the end of a financial year of 
the investment fund; or 

(ii) in the case of a transition year of the 
investment fund, each period 
commencing on the first day of the 
transition year and ending either 
three, nine or twelve months, if 
applicable, after the end of its old 
financial year; and 

(b) the total net asset value of the investment 
fund as at the end of the periods specified 
in (a)(i) or (ii). 

(2) An investment fund must post on its 
designated website the quarterly portfolio 
disclosure within 60 days of the end of the 
period for which the quarterly portfolio 
disclosure was prepared. 

(3) An investment fund must promptly send the 
most recent quarterly portfolio disclosure, 
without charge, to any securityholder of the 
investment fund, upon a request made by the 
securityholder 60 days after the end of the 
period to which the quarterly portfolio 
disclosure pertains. 

PART 7 - BINDING AND PRESENTATION 

7.1 Binding of Financial Statements and 
Management Reports of Fund Performance 

(1) An investment fund must not bind its financial 
statements with the financial statements of 
another investment fund in a document unless 
all information relating to the investment fund 
is presented together and not intermingled 
with information relating to the other 
investment fund. 

(2) Despite subsection (1), if a document contains 
the financial statements of more than one 
investment fund, the notes to the financial 
statements may be combined and presented 
in a separate part of the document. 
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(3) An investment fund must not bind its 
management report of fund performance with 
the management report of fund performance 
for another investment fund. 

7.2 Multiple Class Investment Funds 

(1) An investment fund that has more than one 
class or series of securities outstanding that 
are referable to a single portfolio must prepare 
financial statements and management reports 
of fund performance that contain information 
concerning all of the classes or series. 

(2) If an investment fund has more than one class 
or series of securities outstanding, the 
distinctions between the classes or series 
must be disclosed in the financial statements 
and management reports of fund 
performance. 

PART 8 - INDEPENDENT VALUATIONS FOR LABOUR 
SPONSORED OR VENTURE CAPITAL 
FUNDS 

8.1 Application - This Part applies to a labour 
sponsored or venture capital fund that is a 
reporting issuer. 

8.2 Exemption from Requirement to Disclose 
Individual Current Values for Venture 
Investments - Despite item 5 of subsection 3.5(1), 
a labour sponsored or venture capital fund is 
exempt from the requirement to present separately 
in a statement of investment portfolio the current 
value of each venture investment that does not 
have a market value if 

(a) the labour sponsored or venture capital fund 
discloses in the statement of investment 
portfolio 

(i) the cost amounts for each venture 
investment, 

(ii) the total cost of the venture investments, 

(iii) the total adjustment from cost to current 
value of the venture investments, and 

(iv) the total current value of the venture 
investments; 

(b) the labour sponsored or venture capital fund 
discloses in the statement of investment 
portfolio tables showing the distribution of 
venture investments by stage of development 
and by industry classification including 

(i) the number of venture investments in 
each stage of development and industry 
class, 

(ii) the total cost and aggregate current value 
of the venture investments for each stage 
of development and industry class, and 

(iii) the total cost and aggregate current value 
of venture investments for each stage of 
development and industry class as 

a percentage of total venture 
investments; 

(c) for a statement of investment portfolio 
contained in annual financial statements, the 
labour sponsored or venture capital fund has 
obtained an independent valuation relating to 
the value of the venture investments or to the 
net assets of the fund and has filed the 
independent valuation concurrently with the 
filing of the annual financial statements; 

(d) for a statement of investment portfolio 
contained in an interim financial report, the 
labour sponsored or venture capital fund 
obtained and filed the independent valuation 
referred to in paragraph (c) in connection with 
the preparation of the most recent annual 
financial statements of the labour sponsored 
or venture capital fund; and 

(e) the labour sponsored or venture capital fund 
has disclosed in the applicable financial 
statements that an independent valuation has 
been obtained as of the end of the applicable 
financial year. 

8.3 Disclosure Concerning Independent 
Valuator - A labour sponsored or venture capital 
fund that obtains an independent valuation must 
include, in the statement of investment portfolio 
contained in its annual financial statements, or in 
the notes to the annual financial statements, 

(a) a description of the independent valuator’s 
qualifications, and 

(b) a description of any past, present or 
anticipated relationship between the 
independent valuator and the labour 
sponsored or venture capital fund, its 
manager or portfolio adviser. 

8.4 Content of Independent Valuation - An 
independent valuation must provide the aggregate 
current value of the venture investments or of the 
total equity or net assets attributable to 
securityholders of the labour sponsored or venture 
capital fund as at the fund’s financial year end. 

8.5 Independent Valuator’s Consent - A labour 
sponsored or venture capital fund obtaining an 
independent valuation must 

(a) obtain the independent valuator’s consent to 
its filing; and 

(b) include a statement in the valuation report, 
signed by the independent valuator, in 
substantially the following form: 

“We refer to the independent valuation of the 
[total equity/net assets attributable to 
securityholders/venture investments] of 
[name of labour sponsored or venture capital 
fund] as of [date of financial year end] 
dated ●. We consent to the filing of the 
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independent valuation with the securities 
regulatory authorities.” 

PART 9 - ANNUAL INFORMATION FORM 

9.1 Application - This Part applies to an investment 
fund that is a reporting issuer. 

9.2 Requirement to File Annual Information 
Form - An investment fund must file an annual 
information form if the investment fund has not 
obtained a receipt for a prospectus during the last 
12 months preceding its financial year end. 

9.3 Filing Deadline for Annual Information 
Form - An investment fund required under 
section 9.2 to file an annual information form must 
file the annual information form no later than 
90 days after the end of its most recently 
completed financial year. 

9.4 Preparation and Content of Annual Information 
Form 

(1) An annual information form required to be filed 
under section 9.2 must be prepared as of the 
end of the most recently completed financial 
year of the investment fund to which it 
pertains. 

(2) Subject to subsections (2.1), (2.2) and (2.3), 
an annual information form that is required to 
be filed must be completed 

(a) in accordance with Form 41-101F2 if the 
investment fund last distributed securities 
under a prospectus prepared in 
accordance with that Form, 

(b) in accordance with Form 81-101F1 if the 
mutual fund last distributed securities 
under a prospectus prepared in 
accordance with that Form, or 

(c) in accordance with Form 81-101F2. 

(2.1)  For the purposes of completing Form 41-
101F2 under paragraph 2(a), 

(a) a reference in Form 41-101F2 to 
“prospectus” must be read as a reference 
to “annual information form”, 

(b) the items of Form 41-101F2 that are 
applicable to distributions of securities 
only and are inapplicable to any other 
case, do not apply, 

(c) item 1.1, items 1.4 to 1.15, paragraph 
3.3(1)(b), paragraph 3.3(1)(f), item 3.5, 
paragraph 3.6(3)(a) and items 7.1, 9.1, 
11, 14.1, 15.2, 16, 17.1, 17.2, 24, 25, 26, 
28, 29.2, 36, 38 and 39 of Form 41-101F2 
do not apply, 

(d)  item 1.3 of Form 41-101F2 must be read 
as follows: 

 (1) State on the front cover that the 
document is an annual information 

form for each of the mutual funds to 
which the document pertains. 

 (2) State on the front cover the names of 
the mutual funds and, at the option of 
the mutual funds, the name of the 
mutual fund family to which the 
document pertains. If the mutual fund 
has more than one class or series of 
securities, state the name of each of 
those classes or series covered in the 
document. 

 (3) State the date of the document, which 
is the date of the certificates for the 
document. This date must be within 
three business days of the date it is 
filed with the securities regulatory 
authority. Write the date of the 
document in full, writing the name of 
the month. 

 (4) State, in substantially the following 
words: 

  “No securities regulatory authority has 
expressed an opinion about these 
[units/shares] and it is an offence to 
claim otherwise.” 

(e) a reference to the term “distribution” in item 
3.2 of Form 41-101F2 must be read as a 
reference to “investment fund”, 

(f) subsections 19.1(11) to (13) of Form 41-
101F2 do not apply to an investment fund that 
is a corporation, except for the requirement to 
include disclosure in respect of the 
independent review committee, 

(g)  item 21 of Form 41-101F2 must be completed 
in respect of all of the securities of the 
investment fund, and 

(h)  item 35.1 of Form 41-101F2 must be 
completed despite no distribution taking place. 

(2.2) For the purposes of completing Form 81-101F1 
under paragraph (2)(b), 

(a) a reference in Form 81-101F1 to “simplified 
prospectus” must be read as a reference to 
“annual information form”, 

(b) the items of Form 81-101F1 that are applicable 
to distributions of securities only and are 
inapplicable to any other case, do not apply, 

(c) general instruction (18), subsection 1.1(4), 
subsection 1.1(5), subsection 1.1(7), item 3, 
item 4.4, paragraph 4.17(1)(e), subsections 7(3) 
to (11) and items 12, 15, 16, 17, 18 of Part A of 
Form 81-101F1 do not apply, 

(d) item 4.16 of Part A of Form 81-101F1 does not 
apply to an investment fund that is a corporation, 
except for the requirement to include disclosure 
in respect of the independent review committee, 
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(e) item 7 of Part B of Form 81-101F1 must be 
completed in respect of all of the securities of 
the investment fund, and 

(f) subsection 12(2) of Part B of Form 81-101F1 
must be read as follows: 

(2) State, in substantially the following words: 

 “Additional information about the Fund[s] 
is available in the Fund[’s/s’] Fund Facts 
document, management reports of fund 
performance and financial statements. 

 You can get a copy of these documents, 
at your request, and at no cost, by 
calling [toll-free/collect] [insert the toll-
free telephone number or telephone 
number where collect calls are 
accepted, as required by section 3.4 of 
the Instrument], or from your dealer or 
by e-mail at [insert e-mail address]. 

 These documents and other information 
about the Fund[s], such as information 
circulars and material contracts, are also 
available [on the [insert name of mutual 
fund] designated website at [insert 
investment fund designated website 
address] or] at www.sedar.com.” 

(2.3)  For the purposes of completing Form 81-101F2   
under paragraph 2(c), 

(a) a reference to "mutual fund" in Form 81-101F2 
must be read as a reference to "investment 
fund", 

(b)  general instructions (3), (10) and (14) of Form 
81-101F2 do not apply, 

(c) subsections (3), (4) and (6) of item 1.1 of Form 
81-101F2 do not apply, 

(d) subsections (3), (4) and (6) of item 1.2 of Form 
81-101F2 do not apply, 

(e) item 5 of Form 81-101F2 must be completed in 
respect of each [class/series] of securities of 
the investment fund, 

(f) item 15 of Form 81-101F2 does not apply to an 
investment fund that is a corporation, except 
for the disclosure required to be made in 
respect of the independent review committee, 
and 

(g) items 19, 20, 21 and 22 of Form 81-101F2 do 
not apply. 

(3)  An investment fund required to file an annual 
information form must at the same time file copies of 
all material incorporated by reference in the annual 
information form that it has not previously filed. 

PART 10 - PROXY VOTING DISCLOSURE FOR 
PORTFOLIO SECURITIES HELD 

10.1 Application - This Part applies to an investment 
fund that is a reporting issuer. 

10.2 Requirement to Establish Policies and 
Procedures 

(1) An investment fund must establish policies 
and procedures that it will follow to determine 
whether, and how, to vote on any matter for 
which the investment fund receives, in its 
capacity as securityholder, proxy materials for 
a meeting of securityholders of an issuer. 

(2) The policies and procedures referred to in 
subsection (1) must include 

(a) a standing policy for dealing with routine 
matters on which the investment fund 
may vote; 

(b) the circumstances under which the 
investment fund will deviate from the 
standing policy for routine matters; 

(c) the policies under which, and the 
procedures by which, the investment fund 
will determine how to vote or refrain from 
voting on non-routine matters; and 

(d) procedures to ensure that portfolio 
securities held by the investment fund are 
voted in accordance with the instructions 
of the investment fund. 

(3) An investment fund must include a summary 
of the policies and procedures required under 
this section in its prospectus.  

10.3 Proxy Voting Record - An investment fund must 
maintain a proxy voting record that includes, for 
each time that the investment fund receives, in its 
capacity as securityholder, materials relating to a 
meeting of securityholders of a reporting issuer or 
the equivalent of a reporting issuer in a foreign 
jurisdiction, 

(a) the name of the issuer; 

(b) the exchange ticker symbol of the portfolio 
securities, unless not readily available to the 
investment fund; 

(c) the CUSIP number for the portfolio securities; 

(d) the meeting date; 

(e) a brief identification of the matter or matters to 
be voted on at the meeting; 

(f) whether the matter or matters voted on were 
proposed by the issuer, its management or 
another person or company; 

(g) whether the investment fund voted on the 
matter or matters; 

(h) if applicable, how the investment fund voted 
on the matter or matters; and 

http://www.sedar.com/
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(i) whether votes cast by the investment fund 
were for or against the recommendations of 
management of the issuer. 

10.4 Preparation and Availability of Proxy Voting 
Record 

(1) An investment fund must prepare a proxy 
voting record on an annual basis for the 
period ending on June 30 of each year. 

(2) An investment fund must post the proxy voting 
record on its designated website no later than 
August 31 of each year. 

(3) An investment fund must promptly send the 
most recent copy of the investment fund’s 
proxy voting policies and procedures and 
proxy voting record, without charge, to any 
securityholder upon a request made by the 
securityholder after August 31. 

PART 11 - MATERIAL CHANGE REPORTS 

11.1 Application - This Part applies to an investment 
fund that is a reporting issuer. 

11.2 Publication of Material Change 

(1) If a material change occurs in the affairs of an 
investment fund, the investment fund must 

(a) promptly issue and file a news release 
that is authorized by an executive officer 
of the manager of the investment fund 
and that discloses the nature and 
substance of the material change; 

(b) post all disclosure made under 
paragraph (a) on the investment fund’s 
designated website; 

(c) as soon as practicable, but in any event 
no later than 10 days after the date on 
which the change occurs, file a report 
containing the information required by 
Form 51-102F3, except that a reference 
in Form 51-102F3 to 

(i) the term “material change” must be 
read as “material change” under this 
Instrument; 

(ii) “section 7.1 of National 
Instrument 51-102” in Item 3 of Part 
2 must be read as a reference to 
“section 11.2 of National 
Instrument 81-106”; 

(iii) “subsection 7.1(2) of National 
Instrument 51-102” in Item 6 of Part 
2 must be read as a reference to 
“subsection 11.2(2) of National 
Instrument 81-106”; 

(iv) “subsection 7.1(5) of National 
Instrument 51-102” in Items 6 and 7 
of Part 2 must be read as a reference 
to “subsection 11.2(4) of National 
Instrument 81-106”; and 

(v) “executive officer of your company” 
in Item 8 of Part 2 must be read as a 
reference to “officer of the investment 
fund or of the manager of the 
investment fund”; and 

(d) file an amendment to its prospectus, 
simplified prospectus, fund facts 
document or ETF facts document that 
discloses the material change in 
accordance with the requirements of 
securities legislation. 

(2) If 

(a) in the opinion of the board of directors or 
trustee of an investment fund or the 
manager, and if that opinion is arrived at 
in a reasonable manner, the disclosure 
required by subsection (1) would be 
unduly detrimental to the investment 
fund’s interest; or 

(b) the material change 

(i) consists of a decision to implement a 
change made by senior management 
of the investment fund or senior 
management of the manager of the 
investment fund who believe that 
confirmation of the decision by the 
board of directors or persons acting 
in a similar capacity is probable; and 

(ii) senior management of the 
investment fund or senior 
management of the manager of the 
investment fund has no reason to 
believe that persons with knowledge 
of the material change have made 
use of that knowledge in purchasing 
or selling securities of the investment 
fund, 

 the investment fund may, instead of 
complying with subsection (1), 
immediately file the report required under 
paragraph (1)(c) marked to indicate that it 
is confidential, together with written 
reasons for non-disclosure. 

(3) [Repealed] 

(4) If a report has been filed under subsection (2), 
the investment fund must advise the regulator 
or securities regulatory authority in writing 
within ten days of the initial filing of the report 
if it believes the report should continue to 
remain confidential and every 10 days 
thereafter until the material change is 
generally disclosed in the manner referred to 
in subsection (1) or, if the material change 
consists of a decision of the type referred to in 
paragraph (2)(b), until that decision has been 
rejected by the board of directors of the 
investment fund or the board of directors of 
the manager of the investment fund. 
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(5) Despite filing a report under subsection (2), an 
investment fund must promptly and generally 
disclose the material change in the manner 
referred to in subsection (1) upon the 
investment fund becoming aware, or having 
reasonable grounds to believe, that a person 
or company is purchasing or selling securities 
of the investment fund with knowledge of the 
material change that has not been generally 
disclosed. 

PART 12 - PROXY SOLICITATION AND 
INFORMATION CIRCULARS 

12.1 Application - This Part applies to an investment 
fund that is a reporting issuer. 

12.2 Sending of Proxies and Information Circulars 

(1) If management of an investment fund or the 
manager of an investment fund gives or 
intends to give notice of a meeting to 
registered holders of the investment fund, 
management or the manager must, at the 
same time as or before giving that notice, 
send to each registered holder who is entitled 
to notice of the meeting a form of proxy for 
use at the meeting. 

(2) A person or company that solicits proxies from 
registered holders of an investment fund must 

(a) in the case of a solicitation by or on 
behalf of management of the investment 
fund, send with the notice of meeting to 
each registered holder whose proxy is 
solicited a completed Form 51-102F5; or 

(b) in the case of a solicitation by or on 
behalf of any person or company other 
than management of the investment fund, 
at the same time as or before the 
solicitation, send a completed 
Form 51-102F5 and a form of proxy to 
each registered holder whose proxy is 
solicited. 

(3) [Repealed] 

12.2.1 Notice-and-access  - A person or company that 
solicits proxies from a registered holder of 
securities of an investment fund under subsection 
12.2(2) of this Instrument, or sends proxy-related 
materials to beneficial owners of an investment 
fund under section 2.7 of National Instrument 54-
101 Communication with Beneficial Owners of 
Securities of a Reporting Issuer, must not use 
notice-and-access to send proxy-related materials 
to the registered holder or beneficial owner unless 
all of the following apply: 

(a) the registered holder or beneficial owner is 
sent a notice that contains only the following 
information: 

(i) the date, time and location of the 
meeting; 

(ii)  a description of each matter or group of 
related matters identified in the form of 
proxy to be voted on, unless that 
information is already included in the form 
of proxy, in Form 54-101F6 Request for 
Voting Instructions Made by Reporting 
Issuer or in Form 54-101F7 Request for 
Voting Instructions Made by Intermediary, 
that is sent to the registered holder or 
beneficial owner under paragraph (b); 

(iii) the website addresses for SEDAR and 
the non-SEDAR website where the proxy-
related materials are posted; 

(iv) a reminder to review the information 
circular before voting; 

(v)  an explanation of how to obtain a paper 
copy of the information circular and, if 
applicable, the financial statements of the 
investment fund, from the person or 
company soliciting proxies; 

(vi)  a plain-language explanation of notice-
and-access that includes the following 
information: 

(A) if stratification is used, a list of the 
types of registered holders or 
beneficial owners who will receive 
paper copies of the information 
circular and, if applicable, the 
financial statements of the 
investment fund; 

(B) the estimated date and time by 
which a request for a paper copy of 
the information circular and, if 
applicable, the financial statements 
of the investment fund, is to be 
received in order for the registered 
holder or beneficial owner to receive 
the paper copy in advance of any 
deadline for the submission of the 
proxy or the voting instructions for 
the meeting, and the date of the 
meeting; 

(C) an explanation of how the registered 
holder or beneficial owner is to 
return the proxy or the voting 
instructions, including any deadline 
for return of the proxy or the voting 
instructions; 

(D) the sections of the information 
circular where disclosure regarding 
each matter or group of related 
matters identified in the notice can 
be found; 

(E) a toll-free telephone number the 
registered holder or beneficial owner 
can call to get information about 
notice-and-access; 

(b) by prepaid mail, courier or the equivalent, 
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(i) the registered holder is sent the notice, and 
a form of proxy for use at the meeting, at 
least 30 days before the date of the 
meeting, and 

(ii)  the beneficial owner is sent the notice and 
a Form 54-101F6 or Form 54-101F7, using 
the procedures referred to in section 2.9 or 
2.12 of National Instrument 54-101 
Communication with Beneficial Owners of 
Securities of a Reporting Issuer, as 
applicable; 

(c) the proxy-related materials are sent at least 
30 days, and no more than 50 days, before 
the date of the meeting; 

(d)  if proxy-related materials are sent directly to a 
NOBO using notice-and-access, the notice 
and, if applicable, any paper copies of 
information circulars and financial statements, 
are sent at least 30 days before the date of 
the meeting; 

(e)  if proxy-related materials are sent indirectly to 
a beneficial owner using notice-and-access, 
the notice and, if applicable, any paper copies 
of information circulars or financial statements 
are sent to any proximate intermediary, 

(i)  at least 3 business days before the 30th 
day before the date of the meeting, in the 
case of proxy-related materials that are to 
be sent on by the proximate intermediary 
by first class mail, courier or the 
equivalent, and 

(ii)  at least 4 business days before the 30th 
day before the date of the meeting, in the 
case of proxy-related materials that are to 
be sent on by the proximate intermediary 
using any other type of prepaid mail; 

(f)  in the case of a solicitation by or on behalf of 
management of the investment fund, or if 
another person or company soliciting proxies 
has requested a meeting, the notification of 
meeting and record dates is filed on SEDAR 
and that filing occurs on the same date that 
the notification of meeting and record dates is 
sent under subsection 2.2(1) of National 
Instrument 54-101 Communication with 
Beneficial Owners of Securities of a Reporting 
Issuer; 

(g)  public electronic access to the information 
circular, the notice and the form of proxy is 
provided on or before the date that the notice 
is sent to the registered holder or beneficial 
owner, as follows: 

(i) the documents are filed on SEDAR; 

(ii) the documents are posted for no less 
than one year on 

(A) the investment fund’s designated 
website, in the case of a solicitation 

by or on behalf of management of 
the investment fund, and 

(B)  a website other than SEDAR, in the 
case of a solicitation by or on behalf 
of any other person or company; 

(h)  a toll-free telephone number is provided for 
use by the registered holder or beneficial 
owner to request a paper copy of the 
information circular and, if applicable, the 
financial statements of the investment fund at 
any time 

(i) following the date that the notice is sent 
to the registered holder or beneficial 
owner, and 

(ii) on or before the date of the meeting, 
including any adjournment;  

(i)  if a request for a paper copy of the information 
circular and, if applicable, the financial 
statements of the investment fund is received 
by telephone using the toll-free telephone 
number provided in the notice or by any other 
means, a paper copy of the document 
requested is sent free of charge by the person 
or company to the registered holder or 
beneficial owner at the address specified in 
the request, 

(i)  in the case of a request received before 
the date of the meeting, within 3 
business days after receiving the 
request, by first class mail, courier or 
the equivalent, and 

(ii)  in the case of a request received on or 
after the date of the meeting, and within 
one year of the date the information 
circular is filed on SEDAR, within 10 
calendar days after receiving the 
request, by prepaid mail, courier or the 
equivalent; 

(j)  the notice is not sent with any other 
document other than the following: 

(i) a form of proxy, Form 54-101F6 or 
Form 54-101F7; 

(ii) if financial statements of the investment 
fund are to be presented at the 
meeting, the financial statements; 

(iii) if the meeting is to approve a 
reorganization of the investment fund 
with another investment fund as 
contemplated by paragraph 5.1(1)(f) of 
National Instrument 81-102 Investment 
Funds, Form 81-101F3 Contents of 
Fund Facts Document or Form 41-
101F4 Information Required in an ETF 
Facts Document for the continuing 
investment fund; 
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(k)  the notice is not combined with any 
document other than a form of proxy, Form 
54-101F6 or Form 54-101F7; 

(l) the information circular discloses that proxy-
related materials are being sent to registered 
holders or beneficial owners of the 
investment fund using notice-and-access, 
and if stratification is used, the types of 
registered holders or beneficial owners who 
will receive paper copies of the information 
circular and, if applicable, the financial 
statements of the investment fund; 

(m)  the cost of sending the information circular 
and, if applicable, the financial statements of 
the investment fund, to a registered holder or 
beneficial owner, if a paper copy is requested 
by the registered holder or beneficial owner, 
is paid by the manager of the investment 
fund or other person or company soliciting 
proxies that is not the investment fund. 

12.2.2 Restrictions on Information Gathering 

(1) A person or company using notice-and-
access that receives a request for a paper 
copy of the information circular or the 
financial statements of the investment fund, 
through the toll-free telephone number 
provided in the notice referred to in 
paragraph 12.2.1(a) or by any other means, 
must not 

(a) ask for any information about the 
person or company making the request, 
other than the name and address to 
which the information circular and, if 
applicable, the financial statements are 
to be sent, or 

(b) disclose or use the name or address of 
the person or company making the 
request for any purpose other than 
sending the information circular or the 
financial statements of the investment 
fund. 

(2)  A person or company that posts proxy-related 
materials to a website under subparagraph 
12.2.1(g)(ii) must not collect information that 
can be used to identify a person or company 
that has accessed the website. 

12.2.3 Posting Materials on Non-SEDAR Website 

(1) A person or company that posts proxy-related 
materials to a website under subparagraph 
12.2.1(g)(ii) must also post on the website all 
of the following:  

(a) any disclosure regarding the meeting 
that the person or company has sent to 
registered holders or beneficial owners; 

(b) any written communications the person 
or company has made available to the 
public regarding each matter or group 

of matters to be voted on at the 
meeting, whether or not the 
communications were sent to registered 
holders or beneficial owners. 

(2) For greater certainty, a person or company 
that posts proxy-related materials on a 
website under subparagraph 12.2.1(g)(ii) must 
do so in a manner and format that permits an 
individual with a reasonable level of computer 
skill and knowledge to easily do all of the 
following: 

(a) access, read and search the materials; 

(b) download and print the materials 

12.2.4 Record Date for Notice of Meeting, 
Abridgement of Time and Notification of 
Meeting Date and Record Date  

(1)  A person or company that solicits proxies 
from a registered holder or beneficial owner 
using notice-and-access, in the case of 
solicitation by or on behalf of management of 
an investment fund, must 

(a) despite paragraph 2.1(b) of National 
Instrument 54-101 Communication with 
Beneficial Owners of Securities of a 
Reporting Issuer, set or request a 
record date for notice of the meeting 
that is no fewer than 40 days before the 
date of the meeting, 

(b) specify in the notification of meeting 
and record dates sent under section 2.2 
of National Instrument 54-101 
Communication with Beneficial Owners 
of Securities of a Reporting Issuer that 
proxy-related materials are being sent 
to registered holders or beneficial 
owners using notice-and-access, and 

(c) not abridge the time prescribed under 
paragraph 2.1(b), subsection 2.2(1) or 
subsection 2.5(1) of National 
Instrument 54-101 Communication with 
Beneficial Owners of Securities of a 
Reporting Issuer unless the person or 
company 

(i) complies with paragraphs 2.20 (a) 
to (c) of that Instrument, and 

(ii) sends the notification of meeting 
and record dates sent under 
section 2.2 of that Instrument at 
least 3 business days before the 
record date for notice of the 
meeting. 

(2) In the case of a person or company not 
referred to in subsection (1) that requests a 
meeting, the person or company must request 
the following: 
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(a) a record date for notice of the meeting 
that is no fewer than 40 days before the 
date of the meeting; 

(b) that the notification of meeting and 
record dates sent under section 2.2 of 
National Instrument 54-101 
Communication with Beneficial Owners 
of Securities of a Reporting Issuer state 
that proxy-related materials are being 
sent to registered holders or beneficial 
owners using notice-and-access. 

12.2.5 Consent to Other Delivery Methods  

 For greater certainty, section 12.2.1 does not 

(a) prevent a registered holder or beneficial 
owner from consenting to the use of 
other delivery methods to send proxy-
related materials, 

(b)  terminate or modify a consent that a 
registered holder or beneficial owner 
previously gave to a person or 
company regarding the use of other 
delivery methods to send proxy-related 
materials to the registered holder or 
beneficial owner, or 

(c) prevent a person or company that 
solicits proxies, an intermediary or any 
other person or company from sending 
proxy-related materials to a registered 
holder or beneficial owner using a 
method to which the registered holder 
or beneficial owner has consented prior 
to January 5, 2022. 

12.2.6 Instructions to Receive Paper Copies 

(1) Despite section 12.2.1, an investment fund or 
its manager or management may obtain 
standing instructions from a registered holder 
of securities of the investment fund, and an 
intermediary may obtain standing instructions 
from a client that is a beneficial owner of 
securities of the investment fund, that a paper 
copy of the information circular or the financial 
statements of the investment fund be sent to 
the registered holder or beneficial owner in all 
cases when using notice-and-access in 
respect of a meeting of the investment fund. 

(2) If an investment fund or its manager or 
management has obtained standing 
instructions from a registered holder under 
subsection (1), the investment fund, its 
manager or management must do all of the 
following: 

(a)  include with the notice referred to in 
paragraph 12.2.1(a) any paper copies of 
information circulars or financial 
statements of the investment fund 
referred to in the registered holder’s 
standing instructions; 

(b)  notify the registered holder, by including 
a statement in the notice referred to in 
paragraph 12.2.1(a) or by another 
method, of the means by which the 
registered holder may revoke the 
registered holder’s standing instructions. 

(3)  If an intermediary has obtained standing 
instructions from a beneficial owner under 
subsection (1), the intermediary must do all of 
the following: 

(a) if the investment fund or its manager or 
management is sending proxy-related 
materials directly under section 2.9 of 
National Instrument 54-101 
Communication with Beneficial Owners of 
Securities of a Reporting Issuer, indicate 
in the NOBO list provided to the 
investment fund or its manager or 
management, those NOBOs who have 
provided standing instructions under 
subsection (1) as at the date the NOBO 
list is generated; 

(b)  if the intermediary is sending proxy-
related materials to a beneficial owner on 
behalf of an investment fund or its 
manager or management using notice-
and-access, request appropriate 
quantities of paper copies of the 
information circular and, if applicable, the 
financial statements of the investment 
fund, from the investment fund or its 
manager or management, for forwarding 
to beneficial owners who have provided 
standing instructions to be sent paper 
copies; 

(c)  include with the notice a description, or 
otherwise inform the beneficial owner of, 
the means by which the beneficial owner 
may revoke the beneficial owner’s 
standing instructions. 

12.2.7 Compliance with National Instrument 51-102 
and National Instrument 54-101  

(1) A person or company that solicits proxies 
must comply with the following: 

(a) Items 7.12 and 9.9 of Form 54-101F2 
Request for Beneficial Ownership 
Information; 

(b) Form 54-101F5 Electronic Format for 
NOBO List. 

(2)  For the purposes of subsection (1), “notice-
and-access” and “stratification”, as used in 
Items 7.12 and 9.9 of Form 54-101F2 and in 
Form 54-101F5, have the same meaning as in 
this Instrument. 

12.3 Exemption 

(1) Subsection 12.2(2) does not apply to a 
solicitation by a person or company in respect 
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of securities of which the person or company 
is the beneficial owner. 

(2) Paragraph 12.2(2)(b) does not apply to a 
solicitation if the total number of 
securityholders whose proxies are solicited is 
not more than 15. 

(3) For the purposes of subsection (2), two or 
more persons or companies who are joint 
registered owners of one or more securities 
are considered to be one securityholder. 

12.4 Compliance with National Instrument 51-102 - A 
person or company that solicits proxies under 
section 12.2 must comply with sections 9.3 and 
9.4 of National Instrument 51-102 as if those 
sections applied to the person or company. 

PART 13 - CHANGE OF AUDITOR DISCLOSURE 

13.1 Application - This Part applies to an investment 
fund that is a reporting issuer. 

13.2 Change of Auditor - Section 4.11 of National 
Instrument 51-102 applies to an investment fund 
that changes its auditor, except that references in 
that section to the “board of directors” are to be 
read as references to, 

(a) if the investment fund is a corporation, the 
“board of directors of the investment fund,” or 

(b) if the investment fund is a trust, the “trustee or 
trustees or another person or company 
authorized by the constating documents of the 
investment fund.” 

PART 14 - CALCULATION OF NET ASSET VALUE 

14.1 Application - This Part applies to an investment 
fund that is a reporting issuer. 

14.2 Calculation, Frequency and Currency 

(1) The net asset value of an investment fund 
must be calculated using the fair value of the 
investment fund’s assets and liabilities. 

(1.1) The net asset value of an investment fund 
must include the income and expenses of the 
investment fund accrued up to the date of 
calculation of the net asset value. 

(1.2) For the purposes of subsection (1), fair value 
means 

(a) the market value based on reported 
prices and quotations in an active market, 
or 

(b) if the market value is not available, or the 
manager of the investment fund believes 
that it is unreliable, a value that is fair and 
reasonable in all the relevant 
circumstances. 

(1.3) The manager of an investment fund must 

(a) establish and maintain appropriate written 
policies and procedures for determining 

the fair value of the investment fund’s 
assets and liabilities; and 

(b) consistently follow those policies and 
procedures. 

(1.4) The manager of an investment fund must 
maintain a record of the determination of fair 
value and the reasons supporting that 
determination. 

(2) For the purposes of calculating net asset 
value for purchases and redemptions of its 
securities as required by Parts 9 and 10 of 
National Instrument 81-102 Investment Funds, 
a labour sponsored or venture capital fund 
that has included a deferred charge for sales 
commissions in the calculation may continue 
to do so, provided that 

(a) the calculation reflects the amortization of 
this deferred charge over the remaining 
amortization period, and 

(b) the labour sponsored or venture capital 
fund ceased adding to this deferred 
charge by December 31, 2003. 

(3) An investment fund must calculate its net 
asset value at least as frequently as the 
following: 

(a) if the investment fund does not use 
specified derivatives or sell securities 
short, once a week; 

(b) if the investment fund uses specified 
derivatives or sells securities short, once 
every business day. 

(4) A mutual fund that holds securities of other 
mutual funds must have dates for the 
calculation of net asset value that are 
compatible with those of the other mutual 
funds. 

(5) Despite paragraph (3)(a), an investment fund 
that, at the date that this Instrument comes 
into force, calculates net asset value no less 
frequently than once a month may continue to 
calculate net asset value at least as frequently 
as it does at that date. 

(6) The net asset value of an investment fund 
must be calculated in the currency of Canada 
or in the currency of the United States of 
America or both. 

(6.1) An investment fund must, upon calculating the 
net asset value of the investment fund under 
this section, make the following information 
available to the public at no cost: 

(a) the net asset value of the investment 
fund; 

(b) the net asset value per security of the 
investment fund unless the investment 
fund is a scholarship plan. 
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(7) An investment fund that publishes its net 
asset value or net asset value per security in 
the financial press, or posts its net asset value 
or net asset value per security on its 
designated website, must provide its current 
net asset value or net asset value per security 
on a timely basis to the financial press or post 
it to its designated website on a timely basis, 
as applicable. 

14.3 Portfolio Transactions - The net asset value of 
an investment fund must include each purchase or 
sale of a portfolio asset no later than in the next 
calculation of the net asset value after the date the 
purchase or sale becomes binding. 

14.4 Capital Transactions - The investment fund must 
include each issue or redemption of a security of 
the investment fund in the next calculation of net 
asset value the investment fund makes after the 
calculation of net asset value used to establish the 
issue or redemption price. 

PART 15 - CALCULATION OF MANAGEMENT 
EXPENSE RATIO 

15.1 Calculation of Management Expense Ratio 

(1) An investment fund may disclose its 
management expense ratio only if the 
management expense ratio is calculated for 
the financial year or interim period of the 
investment fund and if it is calculated by 

(a) dividing 

(i) the aggregate of 

(A) total expenses of the investment 
fund, excluding distributions if 
recognized as an expense, 
commissions and other portfolio 
transaction costs, before income 
taxes, for the financial year or 
interim period, as shown on its 
statement of comprehensive 
income; and 

(B) any other fee, charge or 
expense of the investment fund 
that has the effect of reducing 
the investment fund’s net asset 
value; 

by 

(ii) the average net asset value of the 
investment fund for the financial year 
or interim period, obtained by 

(A) adding together the net asset 
values of the investment fund 
as at the close of business of 
the investment fund on each 
day during the financial year 
or interim period on which the 
net asset value of the 
investment fund has been 
calculated, and 

(B) dividing the amount obtained 
under clause (A) by the 
number of days during the 
financial year or interim period 
on which the net asset value 
of the investment fund has 
been calculated; and 

(b) multiplying the result obtained under 
paragraph (a) by 100. 

(2) If any fees and expenses otherwise payable 
by an investment fund in a financial year or 
interim period were waived or otherwise 
absorbed by a member of the organization of 
the investment fund, the investment fund must 
disclose, in a note to the disclosure of its 
management expense ratio, details of 

(a) what the management expense ratio 
would have been without any waivers or 
absorptions; 

(b) the length of time that the waiver or 
absorption is expected to continue; 

(c) whether the waiver or absorption can be 
terminated at any time by the member of 
the organization of the investment fund; 
and 

(d) any other arrangements concerning the 
waiver or absorption. 

(3) Investment fund expenses rebated by a 
manager or an investment fund to a 
securityholder must not be deducted from total 
expenses of the investment fund in 
determining the management expense ratio of 
the investment fund. 

(4) An investment fund that has separate classes 
or series of securities must calculate a 
management expense ratio for each class or 
series, in the manner required by this section, 
modified as appropriate. 

(5) The management expense ratio of an 
investment fund for a financial period of less 
than or greater than twelve months must be 
annualized. 

(6) If an investment fund provides its 
management expense ratio to a service 
provider that will arrange for public 
dissemination of the management expense 
ratio, 

(a) the investment fund must provide the 
management expense ratio calculated in 
accordance with this Part; and 

(b) the requirement to provide note 
disclosure contained in subsection (2) 
does not apply if the investment fund 
indicates, as applicable, that fees have 
been waived, expenses have been 
absorbed, or that fees or expenses were 
paid directly by investors during the 
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period for which the management 
expense ratio was calculated. 

15.2 Fund of Funds Calculation 

(1) For the purposes of subparagraph 
15.1(1)(a)(i), the total expenses for a financial 
year or interim period of an investment fund 
that invests in securities of other investment 
funds is equal to the sum of 

(a) the total expenses incurred by the 
investment fund that are for the period for 
which the calculation of the management 
expense ratio is made and that are 
attributable to its investment in each 
underlying investment fund, as calculated 
by 

(i) multiplying the total expenses of 
each underlying investment fund, 
excluding distributions if recognized 
as an expense, commissions and 
other portfolio transaction costs, 
before income taxes, for the financial 
year or interim period, by 

(ii) the average proportion of securities 
of the underlying investment fund 
held by the investment fund during 
the financial year or interim period, 
calculated by 

(A) adding together the proportion of 
securities of the underlying 
investment fund held by the 
investment fund on each day in 
the period, and 

(B) dividing the amount obtained 
under clause (A) by the number 
of days in the period; and 

(b) the total expenses of the investment fund, 
excluding distributions if recognized as an 
expense, commissions and other portfolio 
transaction costs, before income taxes, 
for the period. 

(2) An investment fund that has exposure to one 
or more other investment funds through the 
use of derivatives in a financial year or interim 
period must calculate its management 
expense ratio for the financial year or interim 
period in the manner described in 
subsection (1), treating each investment fund 
to which it has exposure as an “underlying 
investment fund” under subsection (1). 

(3) Subsection (2) does not apply if the 
derivatives do not expose the investment fund 
to expenses that would be incurred by a direct 
investment in the relevant investment funds. 

(4) Management fees rebated by an underlying 
fund to an investment fund that invests in the 
underlying fund must be deducted from total 
expenses of the underlying fund if the rebate 

is made for the purpose of avoiding 
duplication of fees between the two 
investment funds. 

PART 16 - ADDITIONAL FILING REQUIREMENTS 

16.1 Application - This Part applies to an investment 
fund that is a reporting issuer. 

16.2 Additional Filing Requirements - If an 
investment fund sends to its securityholders any 
disclosure document other than those required by 
this Instrument, the investment fund must file a 
copy of the document on the same date as, or as 
soon as practicable after, the date on which the 
document is sent to its securityholders. 

16.3 Voting Results - An investment fund must, 
promptly following a meeting of securityholders at 
which a matter was submitted to a vote, file a 
report that discloses, for each matter voted upon 

(a) a brief description of the matter voted upon 
and the outcome of the vote; and 

(b) if the vote was conducted by ballot, the 
number and percentage of votes cast, which 
includes votes cast in person and by proxy, 
for, against, or withheld from, each vote. 

16.4 Filing of Material Contracts - An investment fund 
that is not subject to National Instrument 81-101 
Mutual Fund Prospectus Disclosure, or securities 
legislation that imposes a similar requirement, 
must file a copy of any material contract of the 
investment fund not previously filed, or any 
amendment to any material contract of the 
investment fund not previously filed 

(a) with the final prospectus of the investment 
fund; or 

(b) upon the execution of the material contract or 
amendment. 

PART 16.1 - INVESTMENT FUND WEBSITE  

16.1.1 Application - This Part applies to an investment 
fund that is a reporting issuer, 

16.1.2 Requirement to Have a Designated Website  

(1) An investment fund must designate one 
qualifying website on which the fund intends 
to post disclosure as required by securities 
legislation. 

(2) In this section, a “qualifying website” of an 
investment fund is a website that is 

(a) publicly accessible, and 

(b) established and maintained by the fund 
or on its behalf by one or more of the 
following persons:  

(i) its investment fund manager; 

(ii)  a person or company designated by 
its investment fund manager. 
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(3)  The designated website referred to in (1) must 
be identified as the designated website in the 
following, as applicable: 

(a)  item 19.13 of Form 41-101F2, if the 
investment fund last distributed securities 
under a prospectus prepared in 
accordance with that form;   

(b)  item 2.18 of Part D of Form 41-101F3, if 
the scholarship plan last distributed 
securities under a prospectus prepared in 
accordance with that form; 

(c) item 4.19 of Form 81-101F1, if the mutual 
fund last distributed securities under a 
prospectus prepared in accordance with 
that form; 

(d) item 10.11 of Form 81-101F2, if the 
investment fund is required to file an 
annual information form under section 9.2 
of this Instrument. 

PART 17 - EXEMPTIONS 

17.1 Exemption 

(1) The regulator or 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 
regulator may grant an exemption from any 
part of this Instrument. 

PART 18 - EFFECTIVE DATE AND TRANSITION 

18.1 Effective Date - This Instrument comes into force 
on June 1, 2005. 

18.2 [Repealed] 

18.3 [Repealed] 

18.4 [Repealed] 

18.5 [Repealed] 

18.5.1 Transition to IFRS 

(1) For the first interim period in the financial year 
beginning on or after January 1, 2014, an 
investment fund must file, with its interim 
financial report for that interim period, an 
opening statement of financial position as at 
the date of transition to IFRS. 

(2) For the first financial year beginning on or 
after January 1, 2014, an investment fund 
must file, with its annual financial statements 
for that financial year, an audited opening 
statement of financial position as at the date 
of transition to IFRS. 

(3) Despite sections 3.1, 3.2, 3.3, 3.4 and 3.6, for 
financial years beginning before January 1, 
2014, an investment fund may present line 
items and use terminology in its financial 

statements consistent with the immediately 
preceding financial year. 

18.5.2  Securities Lending - For financial years 
beginning before January 1, 2016, an investment 
fund is not required to comply with 
subsections 3.8(4) and (5). 

18.6 Existing Exemptions 

(1) An investment fund that has obtained an 
exemption or waiver from, or approval under, 
securities legislation, National Policy 39, 
National Instrument 81-101 Mutual Fund 
Prospectus Disclosure, National 
Instrument 81-102 Investment Funds, National 
Instrument 81-104 Commodity Pools or 
National Instrument 81-105 Mutual Fund 
Sales Practices relating to its continuous 
disclosure obligations is exempt from any 
substantially similar provision of this 
Instrument to the same extent and on the 
same conditions, if any, as contained in the 
exemption, waiver or approval, unless the 
regulator or securities regulatory authority has 
revoked that exemption, waiver or approval 
under authority provided to it in securities 
legislation. 

(2) An investment fund must, at the time that it 
first intends to rely on subsection (1) in 
connection with a filing requirement under this 
Instrument, inform the securities regulatory 
authority in writing of 

(a) the general nature of the prior exemption, 
waiver or approval and the date on which 
it was granted; and 

(b) the provision in respect of which the prior 
exemption, waiver or approval applied 
and the substantially similar provision of 
this Instrument. 
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FORM 81-106F1 
CONTENTS OF ANNUAL AND INTERIM 

MANAGEMENT 
REPORT OF FUND PERFORMANCE 

PART A - INSTRUCTIONS AND INTERPRETATION 

Item 1 - General 

(a) The Form 

The Form describes the disclosure required in an annual 
or interim management report of fund performance 
(MRFP) of an investment fund. Each item of the 
Form outlines disclosure or format requirements. 
Instructions to help you comply with these requirements 
are printed in italic type. 

(b) Plain Language 

An MRFP must state the required information concisely 
and in plain language (as defined in National 
Instrument 81-101 Mutual Fund Prospectus Disclosure. 
Refer to Part 1 of Companion Policy 81-106CP for a 
discussion concerning plain language and presentation. 

When preparing an MRFP, respond as simply and 
directly as is reasonably possible and include only as 
much information as is necessary for readers to 
understand the matters for which you are providing 
disclosure. 

(c) Format 

Present the MRFP in a format that assists readability and 
comprehension. The Form generally does not mandate 
the use of a specific format to achieve these goals, 
except in the case of disclosure of financial highlights and 
past performance as required by Items 3 and 4 of each of 
Parts B and C of the Form; that disclosure must be 
presented in the format specified in the Form. 

An MRFP must use the headings and sub-headings 
shown in the Form. Within this framework, investment 
funds are encouraged to use, as appropriate, tables, 
captions, bullet points or other organizational techniques 
that assist in presenting the required disclosure clearly 
and concisely. Disclosure provided in response to any 
item does not need to be repeated elsewhere.  The 
interim MRFP must use the same headings as used in 
the annual MRFP. 

The Form does not prohibit including information beyond 
what the Form requires. An investment fund may include 
artwork and educational material (as defined in National 
Instrument 81-101 Mutual Fund Prospectus Disclosure) in 
its annual and interim MRFP. However, an investment 
fund must take reasonable care to ensure that including 
such material does not obscure the required information 
and does not lengthen the MRFP excessively. 

(d) Focus on Material Information 

You do not need to disclose information that is not 
material. You do not need to respond to any item in this 
Form that is inapplicable and you may omit negative 
answers. 

(e) What is Material? 

Would a reasonable investor’s decision to buy, sell or 
hold securities of an investment fund likely be influenced 
or changed if the information in question was omitted or 
misstated? If so, the information is material. In 
determining whether information is material, take into 
account both quantitative and qualitative factors. 

 (f) Terminology 

All references to "net assets" or "net assets per security" 
in this Form are references to total equity or net assets 
attributable to securityholders determined in accordance 
with Canadian GAAP as presented in the financial 
statements of the investment fund. 

Investment funds must use net assets as shown on the 
financial statements in the “The Fund’s Net Assets per 
[Unit/Share]” table.  All other calculations for the purposes 
of the MRFP must be made using net asset value. 

Item 2 - Management Discussion of Fund 
Performance 

The management discussion of fund performance is an 
analysis and explanation that is designed to complement 
and supplement an investment fund’s financial 
statements. The discussion is the equivalent to the 
corporate management discussion and analysis (MD&A) 
with specific modifications for investment funds. It 
provides the manager of an investment fund with the 
opportunity to discuss the investment fund’s position and 
financial results for the relevant period. The discussion is 
intended to give a reader the ability to look at the 
investment fund through the eyes of management by 
providing both a historical and prospective analysis of the 
investment activities and operations of the investment 
fund. Coupled with the financial highlights, this 
information should enable readers to better assess the 
investment fund’s performance and future prospects. 

Focus the management discussion on material 
information about the performance of the investment 
fund, with particular emphasis on known material trends, 
commitments, events, risks or uncertainties that the 
manager reasonably expects to have a material effect on 
the investment fund’s future performance or investment 
activities. 

The description of the disclosure requirements is 
intentionally general. This Form contains a minimum 
number of specific instructions in order to allow, as well 
as encourage, investment funds to discuss their activities 
in the most appropriate manner and to tailor their 
comments to their individual circumstances. 

PART B - CONTENT REQUIREMENTS FOR ANNUAL 
MANAGEMENT REPORT OF FUND 
PERFORMANCE 

Item 1 - First Page Disclosure 

The first page of an annual MRFP must contain 
disclosure in substantially the following words: 

This annual management report of fund 
performance contains financial highlights but does 
not contain the complete annual financial 
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statements of the investment fund. You can get a 
copy of the annual financial statements at your 
request, and at no cost, by calling [toll-free/collect 
call telephone number], by writing to us at [insert 
address] or by visiting our website at [insert the 
address of the designated website] or SEDAR at 
www.sedar.com. 

Securityholders may also contact us using one of 
these methods to request a copy of the investment 
fund's interim financial report, proxy voting policies 
and procedures, proxy voting disclosure record or 
quarterly portfolio disclosure. 

INSTRUCTION: 

If the MRFP is bound with the financial statements 
of the investment fund, modify the first page wording 
appropriately. 

Item 2 - Management Discussion of Fund 
Performance 

2.1 Investment Objective and Strategies 

Disclose under the heading “Investment Objective and 
Strategies” a brief summary of the fundamental 
investment objective and strategies of the investment 
fund. 

INSTRUCTION: 

Disclosing the fundamental investment objective 
provides investors with a reference point for 
assessing the information contained in the MRFP. It 
must be a concise summary of the fundamental 
investment objective and strategies of the 
investment fund, and not merely copied from the 
prospectus. 

2.2 Risk 

Disclose under the heading “Risk” a discussion of how 
changes to the investment fund over the financial year 
affected the overall level of risk associated with an 
investment in the investment fund. 

INSTRUCTIONS: 

(1) Ensure that the discussion is not merely a 
repeat of information contained in the 
prospectus of the investment fund, but 
rather a discussion that reflects any 
changes in risk level of the investment 
fund over the financial year. 

(2) Consider how the changes in the risks 
associated with an investment in the 
investment fund affect the suitability or 
investor risk tolerance stated in the 
prospectus or offering document. All 
investment funds should refer to Items 9 
and 10 of Part B of Form 81-101F1 as if 
those sections applied to them. 

2.3 Results of Operations 

(1) Under the heading “Results of Operations” 
provide a summary of the results of operations 

of the investment fund for the financial year to 
which the MRFP pertains, including a 
discussion of 

(a) any material changes in investments in 
specific portfolio assets and overall asset 
mix from the previous period; 

(b) how the composition and changes to the 
composition of the investment portfolio 
relate to the investment fund’s 
fundamental investment objective and 
strategies or to changes in the economy, 
markets or unusual events; 

(c) unusual trends in redemptions or sales 
and the effect of these on the investment 
fund; 

(d) significant components and changes to 
the components of revenue and 
expenses; 

(e) risks, events, trends and commitments 
that had a material effect on past 
performance; and 

(f) unusual or infrequent events or 
transactions, economic changes and 
market conditions that affected 
performance. 

(2) An investment fund that borrows money, other 
than immaterial operating overdrafts, must 
disclose, 

(a) the minimum and maximum amount 
borrowed during the period; 

(b) the percentage of net assets of the 
investment fund that the borrowing 
represented as of the end of the period; 

(c) how the borrowed money was used; and 

(d) the terms of the borrowing arrangements. 

(3) An investment fund that uses leverage must 
disclose, 

(a) a brief explanation on the sources of 
leverage including cash borrowing, short 
selling or use of specified derivatives, 
used during the reporting period, 

(b) the lowest and highest level of aggregate 
exposure to those sources of leverage in 
the period, and 

(c) a brief explanation of the significance of 
the lowest and highest levels of 
aggregate exposure to those sources of 
leverage to the investment fund including 
the impact of the use of specified 
derivatives for hedging purposes. 

INSTRUCTIONS: 

(1) Explain the nature of and reasons for 
changes in the investment fund's 
performance. Do not only disclose the 
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amount of change in a financial statement 
item from period to period. Avoid the use of 
boilerplate wording. Your discussion must 
be prepared in a manner that will assist a 
reasonable reader to understand the 
significant factors that have affected the 
investment fund’s performance. 

(2) For the purposes of the disclosure required 
in Item 2.3(3)(b), an investment fund must 
calculate its aggregate exposure to sources 
of leverage in accordance with section 2.9.1 
of National Instrument 81-102 Investment 
Funds. 

(3) In discussing the impact of the use of 
specified derivatives for hedging purposes 
on the investment fund’s calculation of its 
aggregate exposure to sources of leverage, 
the fund must discuss by how much the 
aggregate exposure was reduced by 
subtracting the notional value of the fund’s 
specified derivatives positions that are 
hedging transactions as is contemplated in 
paragraph 2.9.1(2)(c) of National Instrument 
81-102 Investment Funds. 

2.4 Recent Developments 

Under the heading “Recent Developments” discuss the 
developments affecting the investment fund, including 

(a) known changes to the strategic position of the 
investment fund; 

(b) known material trends, commitments, events 
or uncertainties that might reasonably be 
expected to affect the investment fund; 

(c) changes to the manager or portfolio adviser, 
or change of control of the manager, of the 
investment fund; 

(d) the effects of any actual or planned 
reorganizations, mergers or similar 
transactions; 

(e) the estimated effects of changes in accounting 
policies adopted subsequent to year end; and 

(f) changes to the composition or members of the 
independent review committee of the 
investment fund. 

INSTRUCTIONS: 

(1) Preparing the management discussion 
necessarily involves some degree of 
prediction or projection. The discussion 
must describe anticipated events, decisions, 
circumstances, opportunities and risks that 
management considers reasonably likely to 
materially impact performance. It must also 
describe management’s vision, strategy and 
targets. 

(2) There is no requirement to provide 
forward-looking information. If any 
forward-looking information is provided, it 

must contain a statement that the 
information is forward-looking, a description 
of the factors that may cause actual results 
to differ materially from the forward-looking 
information, your material assumptions and 
appropriate risk disclosure and cautionary 
language. You must also discuss any 
forward-looking information disclosed for a 
prior period which, in light of intervening 
events and absent further explanations, 
may be misleading. 

2.5 Related Party Transactions 

Under the heading “Related Party Transactions” discuss 
any transactions involving related parties to the 
investment fund. 

INSTRUCTIONS: 

(1) In determining who is a related party, 
investment funds should look to the 
Handbook. In addition, related parties 
include the manager and portfolio adviser 
(or their affiliates) and a broker or dealer 
related to any of the investment fund, its 
manager or portfolio adviser. 

(2) When discussing related party transactions, 
include the identity of the related party, the 
relationship to the investment fund, the 
purpose of the transaction, the 
measurement basis used to determine the 
recorded amount and any ongoing 
commitments to the related party. 

(3) Related party transactions include portfolio 
transactions with related parties of the 
investment fund. When discussing these 
transactions, include the dollar amount of 
commission, spread or any other fee that 
the investment fund paid to any related 
party in connection with a portfolio 
transaction. 

(4) If the investment fund has an independent 
review committee, state whether the 
investment fund has relied on the positive 
recommendation or approval of the 
independent review committee to proceed 
with the transaction, and provide details of 
any conditions or parameters surrounding 
the transaction imposed by the independent 
review committee in its positive 
recommendation or approval. 

Item 3 - Financial Highlights 

3.1 Financial Highlights 

(1) Provide selected financial highlights for the 
investment fund under the heading “Financial 
Highlights” in the form of the following tables, 
appropriately completed, and introduced using 
the following words: 

The following tables show selected key 
financial information about the Fund and are 
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intended to help you understand the Fund’s 
financial performance for the past [insert 
number] years. 

The Fund’s Net Assets per [Unit/Share](1) 

 [insert 
year] 

[insert 
year] 

[insert 
year] 

[insert 
year] 

[insert 
year] 

Net Assets, beginning of year $ $ $ $ $ 
Increase (decrease) from 
operations: 

     

total revenue $ $ $ $ $ 
total expenses [excluding 
distributions] 

$ $ $ $ $ 

realized gains (losses) for the 
period 

$ $ $ $ $ 

unrealized gains(losses) for the 
period 

$ $ $ $ $ 

Total increase (decrease) 
from operations(2) 

$ $ $ $ $ 

Distributions:      
From net investment income 
(excluding dividends) 

$ $ $ $ $ 

From dividends $ $ $ $ $ 
From capital gains $ $ $ $ $ 
Return of capital $ $ $ $ $ 
Total Annual Distributions(3) $ $ $ $ $ 
Net assets at [insert last day 
of financial year] of year 
shown 

$ $ $ $ $ 

 

(1) This information is derived from the Fund’s audited annual 
financial statements.  The net assets per security presented 
in the financial statements differs from the net asset value 
calculated for fund pricing purposes.  [An explanation of 
these differences can be found in the notes to the financial 
statements.  This difference is due to [explain].] 

(2) Net assets and distributions are based on the actual 
number of [units/shares] outstanding at the relevant time.  
The increase/decrease from operations is based on the 
weighted average number of [units/shares] outstanding 
over the financial period. 

(3) Distributions were [paid in cash/reinvested in additional 
[units/shares] of the Fund, or both]. 

Ratios and Supplemental Data 

 [insert 
year] 

[insert 
year] 

[insert 
year] 

[insert 
year] 

[insert 
year] 

Total net asset value 
(000’s)(1) 

$ $ $ $ $ 

Number of 
[units/shares] 
outstanding(1) 

     

Management expense 
ratio(2) 

% % % % % 

Management expense 
ratio before waivers or 
absorptions 

% % % % % 

Trading expense 
ratio(3) 

% % % % % 

Portfolio turnover 
rate(4) 

% % % % % 

Net asset value per 
[unit/share] 

$ $ $ $ $ 

Closing market price, 
[if applicable] 

$ $ $ $ $ 

 
Notes: 

(1) This information is provided as at [insert date of end of 
financial year] of the year shown. 

(2) Management expense ratio is based on total expenses 
(excluding [distributions], commissions and other portfolio 
transaction costs) for the stated period and is expressed as 
an annualized percentage of daily average net asset value 
during the period. 

(3) The trading expense ratio represents total commissions 
and other portfolio transaction costs expressed as an 
annualized percentage of daily average net asset value 
during the period. 

(4) The Fund’s portfolio turnover rate indicates how actively the 
Fund’s portfolio adviser manages its portfolio investments. 
A portfolio turnover rate of 100% is equivalent to the Fund 
buying and selling all of the securities in its portfolio once in 
the course of the year. The higher a fund’s portfolio 
turnover rate in a year, the greater the trading costs 
payable by the fund in the year, and the greater the chance 
of an investor receiving taxable capital gains in the year. 
There is not necessarily a relationship between a high 
turnover rate and the performance of a fund. 

(2) [Repealed] 

(3) Modify the table appropriately for corporate 
investment funds. 

(4) Show the financial highlights individually for 
each class or series, if a multi-class fund. 

(5) Provide per unit or per share amounts to the 
nearest cent, and provide percentage 
amounts to two decimal places. 

(6) Except for net assets, net asset value and 
distributions, calculate per unit/share values 
on the basis of the weighted average number 
of unit/shares outstanding over the financial 
period. 

(7) Provide the selected financial information 
required by this Item in chronological order for 
each of the five most recently completed 
financial years of the investment fund for 
which audited financial statements have been 
filed, with the information for the most recent 
financial year in the first column on the left of 
the table. 

(7.1)  

(a) For financial years beginning before 
January 1, 2014, the financial highlights 
may be derived from the investment 
fund’s financial statements prepared in 
accordance with subsection 2.6(1) of the 
Instrument. 

(b) For financial periods beginning on or after 
January 1, 2014, derive the financial 
highlights from the investment fund’s 
financial statements prepared in 
accordance with subsection 2.6(2) of the 
Instrument. 

(c)  Despite paragraph (a), in an annual 
MRFP for a financial year beginning on or 
after January 1, 2014, derive the financial 
highlights for the immediately preceding 
financial year from financial statements 
prepared in accordance with subsection 
2.6(2) of the Instrument. 
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(d)  If the financial highlights relate to financial 
periods beginning both before and on or 
after January 1, 2014, disclose, in a note 
to the table, the accounting principles 
applicable to each period. 

(8) If the investment fund has merged with 
another investment fund, include in the table 
only the financial information of the continuing 
investment fund. 

(9) Calculate the management expense ratio of 
the investment fund as required by Part 15 of 
the Instrument.  Include a brief description of 
the method of calculating the management 
expense ratio in a note to the table. 

(10) If the investment fund, 

(a) changed, or proposes to change, the 
basis of the calculation of the 
management fees or of the other fees, 
charges or expenses that are charged to 
the investment fund; or 

(b) introduces or proposes to introduce a 
new fee, 

and if the change would have had an effect 
on the management expense ratio for the 
last completed financial year of the 
investment fund if the change had been in 
effect throughout that financial year, 
disclose the effect of the change on the 
management expense ratio in a note to the 
“Ratios and Supplemental Data” table. 

(11) Do not include disclosure concerning portfolio 
turnover rate for a money market fund. 

(12)  

(a) Calculate the trading expense ratio by 
dividing 

(i) the total commissions and other 
portfolio transaction costs 
disclosed in the statement of 
operations, by 

(ii) the same denominator used to 
calculate the management 
expense ratio. 

(b) If an investment fund invests in 
securities of other investment funds, 
calculate the trading expense ratio 
using the methodology required for the 
calculation of the management 
expense ratio in section 15.2 of the 
Instrument, making reasonable 
assumptions or estimates when 
necessary. 

(13) Provide the closing market price only if the 
investment fund is traded on an exchange. 

INSTRUCTIONS: 

(1) Calculate the investment fund’s portfolio 
turnover rate by dividing the lesser of the 
amounts of the cost of purchases and 
proceeds of sales of portfolio securities for 
the financial year by the average of the value 
of the portfolio securities owned by the 
investment fund in the financial year. 
Calculate the monthly average by totalling 
the values of portfolio securities as at the 
beginning and end of the first month of the 
financial year and as at the end of each of 
the succeeding 11 months and dividing the 
sum by 13. Exclude from both numerator and 
denominator amounts relating to all portfolio 
securities having a remaining term to 
maturity on the date of acquisition by the 
investment fund of one year or less. 

(2) Further to instruction (1), include: 

(a) proceeds from a short sale in the value 
of the portfolio securities sold during 
the period; 

(b) the cost of covering a short sale in the 
value of portfolio securities purchased 
during the period; 

(c) premiums paid to purchase options in 
the value of portfolio securities 
purchased during the period; and 

(d) premiums received from the sale of 
options in the value of the portfolio 
securities sold during the period. 

(3) If the investment fund acquired the assets of 
another investment fund in exchange for its 
own shares during the financial year in a 
purchase of assets transaction, exclude from 
the calculation of portfolio turnover rate the 
value of securities acquired and sold to 
realign the fund’s portfolio. Adjust the 
denominator of the portfolio turnover 
computation to reflect these excluded 
purchases and sales and disclose them in a 
footnote. 

3.2 Scholarship Plans 

An investment fund that is a scholarship plan must 
comply with Item 3.1, except that the following table must 
replace “The Fund’s Net Assets per [Unit/Share]” table 
and the “Ratios and Supplemental Data” table. 

Financial & Operating Highlights (with comparative figures) 

 [insert 
year] 

[insert 
year] 

[insert 
year] 

[insert 
year] 

[insert 
year] 

Statement of Financial Position      

Total Assets $ $ $ $ $ 

Net Assets $ $ $ $ $ 

% change of Net Assets % % % % % 

Statement of Comprehensive Income      

Scholarship Awards $ $ $ $ $ 

Canadian Education Savings Grant $ $ $ $ $ 

Net investment income $ $ $ $ $ 
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Other      

Total number of [agreements/units] in 
plans 

     

% change in the total number of 
agreements 

% % % % % 

 

3.3 Management Fees 

Disclose the basis for calculating the management fees 
paid by the investment fund and a breakdown of the 
services received in consideration of the management 
fees, as a percentage of management fees. 

INSTRUCTION: 

The disclosure must list the major services paid for 
out of the management fees, including portfolio 
adviser compensation, waived or absorbed 
expenses, trailing commissions and sales 
commissions, if applicable.  Services may be 
grouped together so that commercially sensitive 
information, such as the specific compensation paid 
to a portfolio adviser or the manager’s profit, is not 
determinable. 

Item 4 - Past Performance 

4.1 General 

(1) In responding to the requirements of this Item, 
an investment fund must comply with 
sections 15.2, 15.3, 15.9, 15.10, 15.11 and 
15.14 of National Instrument 81-102 
Investment Funds as if those sections applied 
to the annual MRFP. 

(2) Despite the specific requirements of this Item, 
do not provide performance data for any 
period if the investment fund was not a 
reporting issuer at all times during the period. 

(3) Set out in the footnotes to the chart or table 
required by this Item the assumptions relevant 
to the calculation of the performance 
information, including any assumptions or 
estimates made in order to calculate the 
return on the short portfolio, if applicable.  
Include a statement of the significance of the 
assumption that distributions are reinvested 
for taxable investments. 

(4) In a general introduction to the “Past 
Performance” section, indicate, as applicable, 
that 

(a) the performance information shown 
assumes that all distributions made by 
the investment fund in the periods shown 
were reinvested in additional securities of 
the investment fund; 

(b) the performance information does not 
take into account sales, redemption, 
distribution or other optional charges that 
would have reduced returns or 
performance; and 

(c) how the investment fund has performed 
in the past does not necessarily indicate 
how it will perform in the future. 

(5) Use a linear scale for each axis of the bar 
chart required by this Item. 

(6) The x-axis must intersect the y-axis at 0 for 
the “Year-by-Year Returns” bar chart. 

4.2 Year-by-Year Returns 

(1) Provide a bar chart, under the heading “Past 
Performance” and under the sub-heading 
“Year-by-Year Returns”, that shows, in 
chronological order with the most recent year 
on the right of the bar chart, the annual total 
return of the investment fund for the lesser of 

(a) each of the ten most recently completed 
financial years; and 

(b) each of the completed financial years in 
which the investment fund has been in 
existence and which the investment fund 
was a reporting issuer. 

(2) Provide an introduction to the bar chart that 

(a) indicates that the bar chart shows the 
investment fund’s annual performance for 
each of the years shown, and illustrates 
how the investment fund’s performance 
has changed from year to year; and 

(b) indicates that the bar chart shows, 
in percentage terms, how much an 
investment made on the first day of each 
financial year would have grown or 
decreased by the last day of each 
financial year. 

(3) If the investment fund holds short portfolio 
positions, show separately the annual total 
return for both the long portfolio positions and 
the short portfolio positions in addition to the 
overall total return. 

4.3 Annual Compound Returns 

(1) If the investment fund is not a money market 
fund, disclose, in the form of a table, under the 
sub-heading “Annual Compound Returns” 

(a) the investment fund’s past performance 
for the ten, five, three and one year 
periods ended on the last day of the 
investment fund’s financial year; and 

(b) if the investment fund was a reporting 
issuer for more than one and less than 
ten years, the investment fund’s past 
performance since the inception of the 
investment fund. 

(2) Include in the table, for the same periods for 
which the annual compound returns of the 
investment fund are provided, the historical 
annual compound total returns or changes of 
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(a) one or more appropriate broad-based 
securities market indices; and 

(b) at the option of the investment fund, one 
or more non-securities indices or 
narrowly-based market indices that reflect 
the market sectors in which the 
investment fund invests. 

(3) Include a brief description of the broad-based 
securities market index (or indices) and 
provide a discussion of the relative 
performance of the investment fund as 
compared to that index. 

(4) If the investment fund includes in the table an 
index that is different from the one included in 
the most recently filed MRFP, explain the 
reasons for the change and include the 
disclosure required by this Item for both the 
new and former indices. 

(5) Calculate the annual compound return in 
accordance with the requirements of Part 15 
of National Instrument 81-102 Investment 
Funds. 

(6) If the investment fund holds short portfolio 
positions, show separately the annual 
compound returns for both the long and the 
short portfolio positions in addition to the 
overall annual compound returns. 

INSTRUCTIONS: 

(1) An “appropriate broad-based securities 
market index” is one that 

(a) is administered by an organization 
that is not affiliated with any of the 
mutual fund, its manager, portfolio 
adviser or principal distributor, unless 
the index is widely recognized and 
used; and 

(b) has been adjusted by its administrator 
to reflect the reinvestment of 
dividends on securities in the index or 
interest on debt. 

(2) It may be appropriate for an investment 
fund that invests in more than one type of 
security to compare its performance to more 
than one relevant index. For example, a 
balanced fund may wish to compare its 
performance to both a bond index and an 
equity index. 

(3) In addition to the appropriate broad-based 
securities market index, the investment fund 
may compare its performance to other 
financial or narrowly-based securities 
indices (or a blend of indices) that reflect 
the market sectors in which the investment 
fund invests or that provide useful 
comparatives to the performance of the 
investment fund. For example, an 
investment fund could compare its 

performance to an index that measured the 
performance of certain sectors of the stock 
market (e.g. communications companies, 
financial sector companies, etc.) or to a 
non-securities index, such as the Consumer 
Price Index, so long as the comparison is 
not misleading. 

4.4 Scholarship Plans 

An investment fund that is a scholarship plan must 
comply with this Item, except that year-by-year returns 
and annual compound returns must be calculated based 
on the scholarship plan’s total portfolio adjusted for cash 
flows. 

Item 5 - Summary of Investment Portfolio 

(1) Include, under the heading “Summary of 
Investment Portfolio”, a summary of the 
investment fund’s portfolio as at the end of the 
financial year of the investment fund to which 
the annual MRFP pertains. 

(2) The summary of investment portfolio 

(a) must break down the entire portfolio of 
the investment fund into appropriate 
subgroups, and must show 
the percentage of the aggregate net asset 
value of the investment fund constituted 
by each subgroup; 

(b) must disclose the top 25 positions held by 
the investment fund, each expressed as 
a percentage of net asset value of the 
investment fund; 

(c) must disclose long positions separately 
from short positions; and 

(d) must disclose separately the 
total percentage of net asset value 
represented by the long positions and by 
the short positions. 

(3) Indicate that the summary of investment 
portfolio may change due to ongoing portfolio 
transactions of the investment fund and a 
quarterly update is available. 

INSTRUCTIONS: 

(1) The summary of investment portfolio is 
designed to give the reader an easily 
accessible snapshot of the portfolio of the 
investment fund as at the end of the 
financial year for which the annual MRFP 
pertains. As with the other components of 
the annual MRFP, care should be taken to 
ensure that the information in the summary 
of investment portfolio is presented in an 
easily accessible and understandable way. 

(2) The Canadian securities regulatory 
authorities have not prescribed the names 
of the categories into which the portfolio 
should be broken down. An investment fund 
should use the most appropriate categories 
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given the nature of the fund. If appropriate, 
an investment fund may use more than one 
breakdown, for instance showing the 
portfolio of the investment fund broken 
down according to security type, industry, 
geographical locations, etc. 

(3) Instead of a table, the disclosure required 
by (2)(a) of this Item may be presented in 
the form of a pie chart. 

(4) If the investment fund owns more than one 
class of securities of an issuer, those 
classes should be aggregated for the 
purposes of this Item, however, debt and 
equity securities of an issuer must not be 
aggregated. 

(5) Portfolio assets other than securities 
should be aggregated if they have 
substantially similar investment risks and 
profiles. For instance, gold certificates 
should be aggregated, even if they are 
issued by different financial institutions. 

(6) Treat cash and cash equivalents as one 
separate discrete category. 

(7) In determining its holdings for purposes of 
the disclosure required by this Item, an 
investment fund should, for each long 
position in a derivative that is held by the 
investment fund for purposes other than 
hedging and for each index participation 
unit held by the investment fund, consider 
that it holds directly the underlying interest 
of that derivative or its proportionate share 
of the securities held by the issuer of the 
index participation unit. 

(8) If an investment fund invests substantially 
all of its assets directly or indirectly 
(through the use of derivatives) in 
securities of one other fund, list only the 
25 largest holdings of the other investment 
fund by percentage of net asset value of 
the other investment fund, as disclosed by 
the other investment fund as at the most 
recent quarter end. 

(9) If the investment fund invests in other 
investment funds, include a statement to 
the effect that the prospectus and other 
information about the underlying 
investment funds are available on the 
investment fund’s designated website and 
at www.sedar.com. 

(10) A labour sponsored or venture capital fund 
must disclose its top 25 positions, but is 
not required to express any of its venture 
investments as a percentage of the fund’s 
net asset value if it complies with the 
conditions in Part 8 of the Instrument to be 
exempt from disclosing the individual 
current values of venture investments in its 
statement of investment portfolio. 

Item 6 - Other Material Information 

Provide any other material information relating to the 
investment fund not otherwise required to be disclosed by 
this Part, including information required to be disclosed 
pursuant to an order or exemption received by the 
investment fund. 

PART C - CONTENT REQUIREMENTS FOR INTERIM 
MANAGEMENT REPORT OF FUND 
PERFORMANCE 

Item 1 - First Page Disclosure 

The first page of an interim MRFP must contain 
disclosure in substantially the following words: 

“This interim management report of fund 
performance contains financial highlights but does 
not contain either the interim financial report or 
annual financial statements of the investment fund. 
You can get a copy of the interim financial report or 
annual financial statements at your request, and at 
no cost, by calling [toll-free/collect call telephone 
number], by writing to us at [insert address] or by 
visiting our website at [insert the address of the 
designated website] or SEDAR at www.sedar.com. 

Securityholders may also contact us using one of 
these methods to request a copy of the investment 
fund’s proxy voting policies and procedures, proxy 
voting disclosure record, or quarterly portfolio 
disclosure.” 

INSTRUCTION: 

If the MRFP is bound with the financial statements 
of the investment fund, modify the first page wording 
appropriately. 

Item 2 - Management Discussion of Fund 
Performance 

2.1 Results of Operations 

Update the analysis of the investment fund’s results of 
operations provided in the most recent annual MRFP. 
Discuss any material changes to any of the components 
listed in Item 2.3 of Part B. 

2.2 Recent Developments 

If there have been any significant developments affecting 
the investment fund since the most recent annual MRFP, 
discuss those developments and their impact on the 
investment fund, in accordance with the requirements of 
Item 2.4 of Part B. 

2.3 Related Party Transactions 

Provide the disclosure required by Item 2.5 of Part B. 

INSTRUCTIONS: 

(1) If the first MRFP you file in this Form is not 
an annual MRFP, you must provide all the 
disclosure required by Part B, except for 
Items 3 and 4, in the first MRFP. 

http://www.sedar.com/
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(2) The discussion in an interim MRFP is 
intended to update the reader on material 
developments since the date of the most 
recent annual MRFP. You may assume the 
reader has access to your annual MRFP, so 
it is not necessary to restate all of the 
information contained in the most recent 
annual discussion. 

(3) The discussion in an interim MRFP should 
deal with the financial period to which the 
interim MRFP pertains. 

Item 3 - Financial Highlights 

(1) Provide the disclosure required by Item 3.1 of 
Part B, with an additional column on the left of 
the table representing the interim period. 

(2) Provide the disclosure required by Item 3.3 of 
Part B of the form. 

INSTRUCTION: 

If the distributions cannot be allocated by type at the 
end of the interim period, provide only total 
distributions by unit/share. 

Item 4 -  Past Performance 

Provide a bar chart prepared in accordance with Item 4.2 
of Part B, and include the total return calculated for the 
interim period. 

Item 5 - Summary of Investment Portfolio 

(1) Include a summary of investment portfolio as 
at the end of the financial period to which the 
interim MRFP pertains. 

(2) The summary of investment portfolio must be 
prepared in accordance with Item 5 of Part B. 

Item 6 - Other Material Information 

Provide any other material information relating to the 
investment fund not otherwise required to be disclosed by 
this Part including information required to be disclosed 
pursuant to an order or exemption received by the 
investment fund. 
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COMPANION POLICY 81-106CP TO 
NATIONAL INSTRUMENT 81-106 

INVESTMENT FUND CONTINUOUS DISCLOSURE 

PART 1 - PURPOSE AND APPLICATION OF THE 
COMPANION POLICY 

1.1 Purpose - The purpose of this Companion Policy 
(the Policy) is to help you understand how the 
Canadian securities regulatory authorities (CSA or 
we) interpret or apply certain provisions of National 
Instrument 81-106 Investment Fund Continuous 
Disclosure (the Instrument). 

1.2 Application 

(1) The Instrument applies to investment funds. 
The general nature of an investment fund is 
that the money invested in it is professionally 
managed on the basis of a stated investment 
policy, usually expressed in terms of 
investment objectives and strategies, and is 
invested in a portfolio of securities. The fund 
has the discretion to buy and sell investments 
within the constraints of its investment policy. 
Investment decisions are made by a manager 
or portfolio adviser acting on behalf of the 
fund. An investment fund provides a means 
whereby investors can have their money 
professionally managed rather than making 
their own decisions about investing in 
individual securities. 

(2) An investment fund generally does not seek to 
obtain control of or become involved in the 
management of companies in which it invests. 
Exceptions to this include labour sponsored or 
venture capital funds, where some degree of 
involvement in the management of the 
investees is an integral part of the investment 
strategy. Investment funds can be 
distinguished from holding companies, which 
generally exert a significant degree of control 
over the companies in which they invest. They 
can also be distinguished from the issuers 
known as “Income Trusts” which generally 
issue securities that entitle the holder to net 
cash flows generated by (i) an underlying 
business owned by the trust or other entity, or 
(ii) the income-producing property owned by 
the trust or other entity. Examples of entities 
that are not investment funds are business 
income trusts, real estate investment trusts 
and royalty trusts. 

(3) Investment funds that meet the definition of 
“mutual fund” in securities legislation - 
generally because their securities are 
redeemable on demand or within a specified 
period after demand at net asset value per 
security - are referred to as mutual funds. 
Other investment funds are generally referred 
to as non-redeemable investment funds. The 
definition of “non-redeemable investment 
fund” included in this instrument summarises 
the concepts discussed above. Because of 

their similarity to mutual funds, they are 
subject to similar reporting requirements. 
Examples include closed end funds, funds 
traded on exchanges with limited 
redeemability, certain limited partnerships 
investing in portfolios of securities such as 
flow through shares, and scholarship plans 
(other than self-directed RESPs as defined in 
OSC Rule 46-501 Self-Directed Registered 
Education Savings Plans). 

(4) Labour sponsored and venture capital funds 
may or may not be considered to be mutual 
funds depending on the requirements of the 
provincial legislation under which they are 
established (for example, shares of Ontario 
labour sponsored funds are generally 
redeemable on demand, while shares of 
British Columbia employee venture capital 
corporations are not). Nevertheless, these 
issuers are investment funds and must comply 
with the general disclosure rules for 
investment funds as well as specific 
requirements for labour sponsored and 
venture capital funds included in Part 8 of this 
Instrument. 

1.3 Definitions 

(1) A term used in the Instrument and defined in 
the securities statute of a local jurisdiction has 
the meaning given to it in that statute unless 
(a) the definition in that statute is restricted to 
a specific portion of the statute that does not 
govern continuous disclosure, or (b) the 
context otherwise requires. 

(2) For instance, the term “material change” is 
defined in local securities legislation of most 
jurisdictions. The CSA consider the meaning 
given to this term in securities legislation to be 
substantially similar to the definition set out in 
the Instrument. 

(3) The Instrument uses accounting terms that 
may be defined or referred to in Canadian 
GAAP applicable to publicly accountable 
enterprises. Some of these terms may be 
defined differently in securities legislation. 
National Instrument 14-101 Definitions 
provides that a term used in the Instrument 
and defined in the securities statute of a local 
jurisdiction has the meaning given to it in the 
statute unless the definition in that statute is 
restricted to a specific portion of the statute, or 
the context otherwise requires. 

1.4 Plain Language Principles - The CSA believe 
that plain language will help investors understand 
an investment fund’s disclosure documents so that 
they can make informed investment decisions. 
You can achieve this by 

 using short sentences 

 using definite, everyday language 
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 using the active voice 

 avoiding unnecessary words 

 organizing the document into clear, 
concise sections, paragraphs and 
sentences 

 avoiding jargon 

 using personal pronouns to speak 
directly to the reader 

 avoiding reliance on glossaries and 
defined terms unless it helps to 
understand the disclosure 

 using technical terms only where 
necessary and explaining those terms 
clearly 

 avoiding boilerplate wording 

 using concrete terms and examples 

 using charts and tables where it makes 
the disclosure easier to understand. 

1.5 Signature and Certificates - The directors, 
trustee or manager of an investment fund are not 
required to file signed or certified continuous 
disclosure documents. They are responsible for 
the information in the investment fund’s disclosure 
documents whether or not a document is signed or 
certified, and it is an offence under securities 
legislation to make a false or misleading statement 
in any required document. 

1.6 Filings on SEDAR - All documents required to be 
filed under the Instrument must be filed in 
accordance with National Instrument 13-101 
System for Electronic Document Analysis and 
Retrieval (SEDAR). 

1.7 Corporate Law Requirements - Some 
investment funds may be subject to requirements 
of corporate law that address matters similar to 
those addressed by the Instrument, and which 
may impose additional or more onerous 
requirements.  For example, applicable corporate 
law may require investment funds to deliver annual 
financial statements to securityholders. This 
Instrument cannot provide exemptions from these 
requirements. 

PART 2 - FINANCIAL STATEMENTS 

2.1 Interrelationship of Financial Statements with 
Canadian GAAP 

(1) [Repealed] 

(1.1) Subsection 2.6(2) of the Instrument, 
applicable to financial years beginning on or 
after January 1, 2014, refers to Canadian 
GAAP for publicly accountable enterprises, 
which is IFRS incorporated into the 
Handbook, contained in Part I of the 
Handbook. IFRS is defined in National 
Instrument 14-101 Definitions as the 

standards and interpretations adopted by the 
International Accounting Standards Board. 

Subsection 2.6(1) of the Instrument, 
applicable to financial years beginning before 
January 1, 2014, refers to Canadian GAAP as 
applicable to public enterprises, which the 
CSA considers to be the standards in Part V 
of the Handbook. 

(2) The CSA believe that an investment fund's 
financial statements must include certain 
information, at a minimum, in order to provide 
full disclosure. The Instrument sets out these 
minimum requirements, but does not mandate 
all the required disclosure. Canadian GAAP 
applicable to publicly accountable enterprises 
also contains minimum requirements relating 
to the content of financial statements. An 
investment fund's financial statements must 
meet these requirements as well. 

In some cases, the Instrument prescribes line 
items that may already be required by 
Canadian GAAP, but these line items are 
expressed more specifically for the activities 
of an investment fund. For example, Canadian 
GAAP requires a "trade and other 
receivables" line item on the statement of 
financial position, but the Instrument requires 
accounts receivable to be broken down into 
more specific categories. In other instances, 
the line items prescribed in the Instrument are 
in addition to those in Canadian GAAP. 

While the Instrument prescribes line items, it 
does not prescribe the order in which those 
line items are presented. Investment funds 
should present line items, as well as any 
subtotals or totals, in a logical order that will 
contribute to a reader's overall understanding 
of the financial statements. 

Investment funds are responsible for 
disclosing all material information concerning 
their financial position and financial 
performance in the financial statements. 

(3) [Repealed] 

2.1.1 Classification of Securities Issued by an 
Investment Fund 

(1) One goal of the Instrument is comparable 
financial statement presentation between 
investment funds. However, the adoption of 
IFRS results in certain changes to this 
presentation. For example, the presentation is 
impacted by the classification of an 
investment fund's securities as either equity 
instruments or financial liabilities. Certain line 
items, such as "total equity or net assets 
attributable to securityholders", acknowledge 
the difference between an equity and liability 
presentation, but maintain a comparable 
measurement between investment funds 
regardless of this classification. 
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(2) If an investment fund's securities are classified 
as financial liabilities, IFRS requires financing 
costs to include certain distributions made by 
the investment fund to those securityholders. 
However, if an investment fund's securities 
are classified as equity instruments, 
distributions to holders of these securities are 
not included in financing costs (and are not 
recognized as an expense), creating a 
difference that reduces comparability. To 
address this, the Instrument requires 
distributions to be excluded from certain 
calculations, specifically: (i) increase or 
decrease in net assets attributable to 
securityholders from operations as disclosed 
in the statement of comprehensive income, 
and (ii) determination of total expenses for the 
management expense ratio (MER). 

(3) For investment funds that classify their own 
securities as financial liabilities, "net assets 
attributable to securityholders" represents the 
equivalent of "total equity" for investment 
funds that classify their own securities as 
equity instruments. Net assets attributable to 
securityholders does not include amounts 
owed on securities issued by the investment 
fund that provide leverage to the fund. 

2.2 Filing Deadline for Annual Financial 
Statements and Auditor’s Report - Section 2.2 
of the Instrument sets out the filing deadline for 
annual financial statements. While section 2.2 of 
the Instrument does not address the auditor’s 
report date, investment funds are encouraged to 
file their annual financial statements as soon as 
possible after the date of the auditor’s report. 

2.3 [Repealed]  

2.4 Length of Financial Year - For the purposes of 
the Instrument, unless otherwise expressly 
provided, references to a financial year apply 
regardless of the length of that year. The first 
financial year of an investment fund commences 
on the date of its incorporation or organization and 
ends at the close of that year. 

2.5 Contents of Statement of Comprehensive 
Income - The amount of fund expenses waived or 
paid by the manager or portfolio adviser of the 
investment fund disclosed in the statement of 
comprehensive income excludes amounts waived 
or paid due to an expense cap that would require 
securityholder approval to change. 

2.5.1 Disclosure of Investment Portfolio 

(1) The term "statement of investment portfolio" is 
used to describe the disclosure required by 
section 3.5 of the Instrument. As this term is 
not used in the Handbook, preparers may 
refer to it as a "schedule of investment 
portfolio" within a complete set of investment 
fund financial statements. Regardless of how 
the disclosure is described, sections 2.1 and 

2.3 of the Instrument require it to be included 
within a complete set of investment fund 
financial statements, and subsection 2.1(2) of 
the Instrument requires annual financial 
statements to be accompanied by an auditor's 
report, for the purposes of securities 
legislation. 

If financial statements for more than one 
investment fund are bound together, Part 7 of 
the Instrument requires all of the information 
pertaining to each investment fund to be 
presented together and not intermingled with 
information relating to another investment 
fund. The CSA is of the view that this 
requirement applies equally to the portfolio 
disclosure, which should be presented 
together with the other financial information 
relating to the investment fund. 

(2) If an investment fund invests substantially all 
of its assets directly, or indirectly through the 
use of derivatives, in securities of one other 
investment fund, the investment fund should 
provide in the statement of investment 
portfolio, or the notes to that statement, 
additional disclosure concerning the holdings 
of the other investment fund, as available, in 
order to assist investors in understanding the 
actual portfolio to which the investment fund is 
exposed. The CSA is of the view that such 
disclosure is consistent with the requirements 
in the Handbook relating to financial 
instrument disclosure. 

2.6 Disclosure of Soft Dollars - The notes to the 
financial statements of an investment fund must 
contain disclosure of soft dollar amounts when 
such amounts are ascertainable. When calculating 
these amounts, investment funds should include 
the quantifiable value of goods and services, 
beyond the amount attributed to order execution, 
received directly from the dealer executing the 
fund’s portfolio transactions, or from a third party. 

2.7 Securities Lending Transactions 

(1) Section 3.8 of the Instrument imposes certain 
reporting requirements on investment funds in 
connection with any securities lending 
transactions entered into by the investment 
fund. These requirements were included to 
ensure that certain aspects of securities 
lending transactions are disclosed in the same 
manner. 

Generally, in a securities lending transaction, 
the investment fund is able to call the original 
securities back at any time, and the securities 
returned must be the same or substantially the 
same as the original securities. The 
investment fund retains substantially all of the 
risks and rewards of ownership. 

(2) [Repealed] 
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(3) The Canadian securities regulatory authorities 
consider that, for the purposes of disclosing 
the gross amount generated from securities 
lending transactions in the notes to the 
financial statements of an investment fund 
pursuant to subsection 3.8(4) of the 
Instrument, all amounts generated in relation 
to the securities lending transactions of the 
investment fund must be disclosed, prior to 
the deduction of any amounts paid to 
securities lending agents or other service 
providers pursuant to any revenue sharing 
arrangement. Furthermore, for the purposes 
of subsection 3.8(4) of the Instrument, the 
Canadian securities regulatory authorities are 
of the view that any proceeds generated as a 
result of investing the collateral delivered to 
the investment fund in connection with a 
securities lending transaction form part of the 
gross amount from the securities lending 
transaction and must be included in the 
amount disclosed in the notes to the financial 
statements under subsection 3.8(4) of the 
Instrument. 

2.8 Change in Year End 

(1) The change in year end reporting 
requirements are adopted from National 
Instrument 51-102, with appropriate 
modifications to reflect that investment funds 
report on a six month interim period. 

(2) The definition of “interim period” in the 
Instrument differs from the definition of this 
term in National Instrument 51-102. An 
investment fund cannot have more than one 
interim period in a transition year. 

(3) The interim financial report for the new 
financial year will have comparatives from the 
corresponding months in the preceding year, 
whether or not they are from the transition 
year or from the old financial year, they were 
previously prepared or not, or they straddle a 
year-end. 

(4) If an investment fund voluntarily reports on a 
quarterly basis, it should follow the 
requirements set out in National 
Instrument 51-102 for a change in year end, 
with appropriate modifications. 

(5) Appendix A to this Policy outlines the financial 
statement filing requirements under 
section 2.9 of the Instrument for an investment 
fund that changes its year end. 

2.9 [Repealed]  

2.10 Mutual Funds that are Non-Reporting 
Issuers - The requirement in subsection 2.11(c) to 
advise the applicable regulator or securities 
regulatory authority of a mutual fund’s reliance on 
the financial statement filing exemption provided in 

section 2.11 of the Instrument can be satisfied by 
a one-time notice. 

PART 3 - AUDITORS AND THEIR REPORTS 

3.1 Acceptable Auditor - Securities legislation in 
most jurisdictions prohibits a regulator or securities 
regulatory authority from issuing a receipt for a 
prospectus if it appears that a person or company 
who has prepared any part of the prospectus, or is 
named as having prepared or certified a report 
used in connection with a prospectus, is not 
acceptable. 

Investment funds that are reporting issuers, and 
their auditors, should refer to National 
Instrument 52-108 Auditor Oversight for 
requirements relating to auditor oversight by the 
Canadian Public Accountability Board. 

3.2 Modification of Opinion 

(1) The Instrument prohibits an auditor's report 
from expressing a modified opinion under 
Canadian GAAS. A modification of opinion 
includes a qualification of opinion, an adverse 
opinion, and a disclaimer of opinion. 

(2) Part 17 of the Instrument permits the regulator 
or securities regulatory authority to grant 
exemptive relief from the Instrument, including 
the requirement that an auditor's report 
express an unmodified opinion or other similar 
communication that would constitute a 
modification of opinion under Canadian 
GAAS. However, we will generally 
recommend that such exemptive relief should 
not be granted if the modification of opinion or 
other similar communication is 

(a) due to a departure from accounting 
principles permitted by the Instrument, or 

(b) due to a limitation in the scope of the 
auditor's examination that 

(i) results in the auditor being unable to 
form an opinion on the financial 
statements as a whole, 

(ii) is imposed or could reasonably be 
eliminated by management, or 

(iii) could reasonably be expected to be 
recurring. 

3.3 Auditor’s Involvement with Management 
Reports of Fund Performance - Investment 
funds’ auditors are expected to comply with the 
Handbook with respect to their involvement with 
the annual and interim management reports of 
fund performance required by the Instrument as 
these reports contain financial information 
extracted from the financial statements. 
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3.4 Auditor Involvement with Interim Financial 
Reports 

(1) The board of directors of an investment fund 
that is a corporation or the trustees of an 
investment fund that is a trust, in discharging 
their responsibilities for ensuring a reliable 
interim financial report, should consider 
engaging an external auditor to carry out a 
review of the interim financial report. 

(2) Section 2.12 of the Instrument requires an 
investment fund to disclose if an auditor has 
not performed a review of the interim financial 
report, to disclose if an auditor was unable to 
complete a review and why, and to file a 
written report from the auditor if the auditor 
performed a review and expressed a 
reservation in the auditor’s interim review 
report. No positive statement is required when 
an auditor performed a review and provided 
an unqualified communication. If an auditor 
was engaged to perform a review on an 
interim financial report applying review 
standards set out in the Handbook, and the 
auditor was unable to complete the review, 
the investment fund’s disclosure of the 
reasons why the auditor was unable to 
complete the review should normally include a 
discussion of 

(a) inadequate internal control, 

(b) a limitation on the scope of the auditor’s 
work, or 

(c) a failure of management to provide the 
auditor with written representations the 
auditor believes are necessary. 

(3) The terms "review" and "written review report" 
used in section 2.12 of the Instrument refer to 
the auditor's review of and report on an interim 
financial report using standards for a review of 
an interim financial report by the auditor as set 
out in the Handbook. 

(4) The Instrument does not specify the form of 
notice that should accompany an interim 
financial report that has not been reviewed by 
the auditor. The notice accompanies, but does 
not form part of, the interim financial report. 
We expect that the notice will normally be 
provided on a separate page appearing 
immediately before the interim financial report, 
in a manner similar to an auditor's report that 
accompanies annual financial statements. 

PART 4 - DELIVERY OF FINANCIAL STATEMENTS 
AND MANAGEMENT REPORTS OF FUND 
PERFORMANCE 

4.1 Delivery Instructions 

(1) The Instrument gives investment funds the 
following choices for the delivery of financial 
statements and management reports of fund 
performance: 

(a) send these documents to all 
securityholders; 

(b) obtain standing instructions from 
securityholders with respect to the 
documents they wish to receive; or 

(c) obtain annual instructions from 
securityholders by sending them an 
annual request form they can use to 
indicate which documents they wish to 
receive. 

The choices are intended to provide some 
flexibility concerning the delivery of continuous 
disclosure documents to securityholders. An 
investment fund can use any combination of 
the delivery options for its securityholders. 
However, the Instrument specifies that once 
an investment fund chooses option (b) for a 
securityholder, it cannot switch back to option 
(c) for that securityholder at a later date. The 
purpose of this requirement is to encourage 
investment funds to obtain standing 
instructions and to ensure that if a 
securityholder provides standing instructions, 
the investment fund will abide by those 
instructions unless the securityholder 
specifically changes them. 

(2) When soliciting delivery instructions from a 
securityholder, an investment fund can deem 
no response from the securityholder to be a 
request by the securityholder to receive all, 
some or none of the documents listed in 
subsection 5.1(2) of the Instrument. When 
soliciting delivery instructions, an investment 
fund should make clear what the 
consequence of no response will be to its 
securityholders. 

(3) Investment funds should solicit delivery 
instructions sufficiently ahead of time so that 
securityholders can receive the requested 
documents by the relevant filing deadline. 
Securityholders should also be given a 
reasonable amount of time to respond to a 
request for instructions. Investment funds 
should provide securityholders with complete 
contact information for the investment fund, 
including a toll-free telephone number or a 
number for collect calls. 

(4) Investment funds under common 
management can solicit one set of delivery 
instructions from a securityholder that will 
apply to all of the funds in the same fund 
family that the securityholder owns. If a 
securityholder has given an investment fund 
standing delivery instructions and then later 
acquires the securities of another investment 
fund managed by the same manager, the 
newly acquired fund can rely on those 
standing instructions. 
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(5) The Instrument requires investment funds to 
deliver the quarterly portfolio disclosure and 
the proxy voting record to securityholders 
upon request, but does not require investment 
funds to solicit delivery instructions from 
securityholders with respect to this disclosure. 
Investment funds are obligated to state on the 
first page of their management reports of fund 
performance that this disclosure is available. 

4.2 Communication with Beneficial 
Owners - Generally, investment funds must apply 
the procedures set out in National 
Instrument 54-101 Communication with Beneficial 
Owners of Securities of a Reporting Issuer for the 
purposes of Part 5 of the Instrument, but an 
exemption from National Instrument 54-101 is 
available to investment funds that have beneficial 
owner information. 

We recognize that different types of investment 
funds have different access to beneficial owner 
information (for example, mutual funds are more 
likely to have beneficial owner information than 
exchange-traded funds) and that the procedures in 
National Instrument 54-101 may not be efficient for 
every investment fund. We intend the provisions in 
Part 5 of the Instrument to provide investment 
funds with flexibility to communicate directly with 
the beneficial owners of their securities. If an 
investment fund has the necessary information to 
communicate directly with one or more beneficial 
owners of its securities, it can do so, even though it 
may need to rely on National Instrument 54-101 to 
communicate with other beneficial owners of its 
securities. 

4.3 Binding - For the purposes of delivery to a 
securityholder, the Instrument permits more than 
one management report of fund performance to be 
bound together if the securityholder owns all of the 
funds to which the management reports relate. 
There is no prohibition in the Instrument against 
binding the management report of fund 
performance with the financial statements for one 
investment fund for the purposes of delivering 
these documents to a securityholder who has 
requested them. 

4.4 Electronic Delivery - Any documents required to 
be sent under the Instrument may be sent by 
electronic delivery, as long as such delivery is 
made in compliance with National Policy 11-201 
Delivery of Documents by Electronic Means and, 
in Quebec, Quebec Staff Notice The Delivery of 
Documents by Electronic Means. In particular, the 
annual reminder required by section 5.2 and the 
request form required by section 5.3 of the 
Instrument may be given in electronic form and 
may be combined with other notices. Request 
forms and notices may alternatively be sent with 
account statements or other materials sent to 
securityholders by an investment fund. 

4.5 [Repealed]  

PART 5 - INDEPENDENT VALUATIONS 

5.1 Independent Valuations 

(1) Part 8 of the Instrument is designed to 
address the concerns raised by labour 
sponsored or venture capital funds that 
disclosing a fair value for their venture 
investments may disadvantage the private 
companies in which they invest. Section 8.2 
permits alternative disclosure by a labour 
sponsored or venture capital fund of its 
statement of investment portfolio. Labour 
sponsored or venture capital funds must 
disclose the individual securities in which they 
invest, but may aggregate all changes from 
costs of the venture investments, thereby only 
showing an aggregate adjustment from cost to 
fair value for these securities. This alternative 
disclosure is only permitted if the labour 
sponsored or venture capital fund has 
obtained an independent valuation in 
accordance with Part 8 of the Instrument. 

(2) The CSA expect the independent valuator’s 
report to provide either a number or a range of 
values which the independent valuator 
considers to be a fair and reasonable 
expression of the value of the venture 
investments or of the net asset value of the 
labour sponsored or venture capital fund. The 
independent valuation should include a critical 
review of the valuation methodology and an 
assessment of whether it was properly 
applied. A report on compliance with stated 
valuation policies and practices cannot take 
the place of an independent valuation. 

The valuation report should disclose the 
scope of the review, including any limitations 
on the scope, and the implications of these 
limitations on the independent valuator’s 
conclusion. 

(3) The independent valuator should refer to the 
reporting standards of the Canadian Institute 
of Chartered Business Valuators for guidance. 

(4) A labour sponsored or venture capital fund 
obtaining an independent valuation should 
furnish the independent valuator with access 
to its manager, advisers and all material 
information in its possession relevant to the 
independent valuation. 

5.2 Independent Valuators 

(1) It is a question of fact as to whether a valuator 
is independent of the labour sponsored or 
venture capital fund. In determining the 
independence of the valuator, a number of 
factors may be relevant, including whether 

(a) the valuator or an affiliated entity has a 
material financial interest in future 
business in respect of which an 



Companion Policy 81-106CP 

 

- 8 - 

agreement, commitment or understanding 
exists involving the fund or a person or 
company listed in paragraph (2)(a); or 

(b) the valuator or its affiliated entity is a 
lender of a material amount of 
indebtedness to any of the issuers of the 
fund’s illiquid investments. 

(2) The CSA would generally consider a valuator 
not to be independent of a labour sponsored 
or venture capital fund where 

(a) the valuator or an affiliated entity of the 
valuator is 

(i) the manager of the fund, 

(ii) a portfolio adviser of the fund, 

(iii) an insider of the fund, 

(iv) an associate of the fund, 

(v) an affiliated entity of the fund, or 

(vi) an affiliated entity of any of the 
persons or companies named in this 
paragraph (a); 

(b) the compensation of the valuator or an 
affiliated entity of the valuator depends in 
whole or in part upon an agreement, 
arrangement or understanding that gives 
the valuator, or its affiliated entity, a 
financial incentive in respect of the 
conclusions reached in the valuation; or 

(c) the valuator or an affiliated entity of the 
valuator has a material investment in the 
labour sponsored or venture capital fund 
or in a portfolio asset of the fund. 

PART 6 - PROXY VOTING DISCLOSURE FOR 
PORTFOLIO SECURITIES HELD 

6.1 Proxy Voting Disclosure 

(1) An investment fund’s manager, acting on the 
investment fund’s behalf, has the right and 
obligation to vote proxies relating to the 
investment fund’s portfolio securities. As a 
practical matter, the manager may delegate 
this function to the investment fund’s portfolio 
adviser as part of the adviser’s general 
management of investment fund assets. In 
either case, the manager or portfolio adviser 
voting proxies on behalf of an investment fund 
must do so in a manner consistent with the 
best interests of the fund and its 
securityholders. 

(2) Because of the substantial institutional voting 
power held by investment funds, the 
increasing importance of the exercise of that 
power to securityholders, and the potential for 
conflicts of interest with respect to the 
exercise of proxy voting, we believe that 
investment funds should disclose their proxy 
voting policies and procedures, and should 

make their actual proxy voting records 
available to securityholders. 

(3) The Instrument requires that the investment 
fund establish policies and procedures for 
determining whether, and how, to vote on any 
matter for which the investment fund receives 
proxy materials for a meeting of 
securityholders of an issuer. The CSA 
consider an investment fund to “receive” a 
document when it is delivered to any service 
provider or to the investment fund in respect 
of securities held beneficially by the 
investment fund. Proxy materials may be 
delivered to a manager, a portfolio adviser or 
sub-adviser, or a custodian. All of these 
deliveries are considered delivered “to” the 
investment fund. 

(4) The Instrument requires an investment fund to 
maintain an annual proxy voting record as of 
June 30 and to post this on the fund’s 
designated website. However, investment 
funds may choose to disclose their proxy 
votes throughout the course of the year, and 
may also choose to disclose how they intend 
to vote prior to the shareholder meeting. 

6.2 Proxy Voting Policies and Procedures 

(1) Section 10.2 of the Instrument sets out, in 
general terms, what the securities regulatory 
authorities consider to be minimum policies 
and procedures for the proxy voting process. 
Investment funds are responsible for adopting 
any additional policies relevant to their 
particular situation. For example, investment 
funds should consider whether they require 
any specific policies dealing with shareholder 
meetings of issuers resident in other 
countries. 

(2) An investment fund sometimes needs to vote 
securities held by it in order to protect its 
interests in connection with corporate 
transactions or developments relating to the 
issuers of its portfolio securities. The manager 
and portfolio adviser, or the agent of the 
investment fund administering a securities 
lending program on behalf of the investment 
fund, should monitor corporate developments 
relating to portfolio securities that are loaned 
by the investment fund in securities lending 
transactions, and take all necessary steps to 
ensure that the investment fund can exercise 
a right to vote the securities when necessary. 

PART 7 - MATERIAL CHANGE 

7.1 Material Changes - Determining whether a 
change is a material change will depend on the 
specific facts and circumstances surrounding the 
change. However, the CSA is of the view that 

(a) the change of portfolio adviser of an 
investment fund will generally constitute a 
material change for the investment fund, and 
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(b) the departure of a high profile individual from 
the employ of a portfolio adviser of an 
investment fund may constitute a material 
change for the investment fund, depending on 
how prominently the investment fund featured 
that individual in its marketing. An investment 
fund that emphasized the ability of a particular 
individual to encourage investors to purchase 
the fund could not later take the position that 
the departure of that individual was immaterial 
to investors and therefore not a material 
change. 

7.2 Confidential Material Change Report - The CSA 
are of the view that in order for an investment fund 
to file a confidential material change report under 
Section 11.2 of the Instrument, the investment 
fund or its manager should advise insiders of the 
prohibition against trading during the filing period 
of a confidential material change report and must 
also take steps to monitor trading activity. 

PART 8 - INFORMATION CIRCULARS 

8.1 Sending of Proxies and Information 
Circulars - Investment funds are reminded that 
National Instrument 54-101 prescribes certain 
procedures relating to the delivery of proxy-related 
materials sent to beneficial owners of securities. 

8.2  Notice-and-access  

(1) In the Instrument and this Companion Policy, 
references to registered holders and 
beneficial owners should be read to 
correspond with references to forms of proxy 
or voting instruction forms, as appropriate. 

We expect that persons or companies that 
solicit proxies will only use notice-and-access 
for a particular meeting where they have no 
reason to believe it is inappropriate or 
inconsistent with the purposes of notice-and-
access to do so, taking into account factors 
such as 

 the purpose of the meeting, 

 whether a better participation rate would 
be obtained by sending the information 
circular with the other proxy-related 
materials, and  

 whether notice-and-access resulted in 
material declines in beneficial owner 
voting rates in prior meetings where 
notice-and-access was used.   

(2) With respect to matters to be voted on at the 
meeting, the notice must only contain a 
description of each matter or group of related 
matters identified in the form of proxy, unless 
that information is already included in the 
form of proxy or voting instruction form. We 
expect that persons or companies who use 
notice-and-access will state each matter or 
group of related matters in the form of proxy 
or voting instruction form in a reasonably 

clear and user-friendly manner. For example, 
it would be inappropriate to identify the 
matter to be voted on solely by referring to 
disclosure contained in the information 
circular as follows: “To vote For or Against 
the resolution in Schedule A of the 
management information circular”. 

 The plain-language explanation of notice-
and-access required in the notice can also 
address other aspects of the proxy voting 
process. However, there should not be any 
substantive discussion of the matters to be 
considered at the meeting. 

(3) Paragraph 12.2.1(h) requires establishment 
of a toll-free telephone number for the 
registered holder or beneficial owner to 
request a paper copy of the information 
circular. A person or company soliciting 
proxies may choose, but is not required, to 
provide additional methods for requesting a 
paper copy of the information circular. If 
persons or companies soliciting proxies do 
so, they must still comply with the fulfillment 
timelines in paragraph 12.2.1(i). 

(4) Section 12.2.2 is intended to restrict 
intentional information gathering about 
registered holders or beneficial owners who 
make requests for paper copies of 
information circulars or access the non-
SEDAR website. 

(5) Section 12.2.3 is intended to enable 
registered holders and beneficial owners to 
access the posted proxy-related materials in 
a user-friendly manner. For example, 
requiring the registered holder or beneficial 
owner to navigate through several web 
pages to access the proxy-related materials, 
even within the same website, would not be 
user-friendly. Providing the registered holder 
or beneficial owner with the specific URL 
where the documents are posted would be 
more user-friendly. We encourage persons 
or companies soliciting proxies and their 
service providers to develop best practices in 
this regard. 

(6) We expect that where stratification is used 
for purposes other than complying with 
registered holder or beneficial owner 
instructions, it is used to enhance effective 
communication, and not used if it would 
potentially disenfranchise registered holders 
or beneficial owners. 

(7) Section 12.2.5 permits other delivery 
methods, such as electronic means, to be 
used to send proxy-related materials if the 
consent of the registered holder or beneficial 
owner has been obtained. 

(8) National Policy 11-201 Electronic Delivery of 
Documents discusses the sending of 
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materials by electronic means. The 
guidelines set out in National Policy 11-201 
Electronic Delivery of Documents, 
particularly the suggestion that consent be 
obtained to an electronic transmission of a 
document, are applicable to documents sent 
under the Instrument. 

(9) Whether persons or companies soliciting 
proxies may do so in compliance with foreign 
notice-and-access rules is not contemplated. 

(10) A single investor may hold securities of the 
same class or series in two or more accounts 
with the same address. Delivering a single 
set of securityholder materials to that person 
or company would satisfy the delivery 
requirements under the Instrument. We 
encourage this practice as a way to help 
reduce the costs of securityholder 
communications. 

(11) “Notice-and-access”, as used in all of the 
following provisions of Companion Policy 54-
101CP — Communication with Beneficial 
Owners of Securities of a Reporting Issuer, 
have the same meaning as in the Instrument, 
in addition to any other required adaptations: 

 subsection 3.1(1);  
 subsection 3.4.1(2);  
 section 5.1.  

 

PART 9 - NET ASSET VALUE 

9.1 Publication of Net Asset Value Per 
Security - An investment fund that arranges for 
the publication of its net asset value per security 
should calculate its net asset value per security 
and make the results of that calculation available 
on its designated website or to the financial press 
as quickly as is commercially practicable. An 
investment fund should attempt to meet the 
deadlines of the financial press for publication in 
order to ensure that its net asset values per 
security are publicly available as quickly as 
possible. 

9.2 Fair Value Guidance - Section 14.2 of the 
Instrument requires an investment fund to 
calculate its net asset value based on the fair 
value of the investment fund's assets and 
liabilities. This may differ from the calculation of 
"current value" for financial statement purposes. 
Section 3.6 of the Instrument requires an 
explanation of this difference. 

While investment funds are required to comply with 
the definition of "fair value" in the Instrument when 
calculating net asset value, they may also look to 
the Handbook for guidance on the measurement of 
fair value. The fair value principles articulated in the 
Handbook can be applied by investment funds 
when valuing assets and liabilities. 

9.3 [Repealed]  

9.4 Determination of Fair Value in Calculating Net 
Asset Value 

(1) A market is generally considered active when 
quoted prices are readily and regularly 
available from an exchange, dealer, broker, 
industry group, pricing service or regulatory 
agency, and those prices reflect actual and 
regularly occurring market transactions on an 
arm's length basis. Accordingly, fair value 
should not reflect the amount that would be 
received or paid in a forced transaction, 
involuntary liquidation or distress sale. 

(2) A market is not considered to be active, and 
prices derived from it may be unreliable for 
valuation purposes, if, at the time the 
investment fund begins to calculate its net 
asset value, any of the following 
circumstances are present: 

● markets on which portfolio 
securities are principally traded 
closed several hours earlier (e.g. 
some foreign markets may close as 
much as 15 hours before the time 
the investment fund begins to 
calculate its net asset value) 

● trading is halted 

● events occur that unexpectedly 
close entire markets (e.g. natural 
disasters, power blackouts, public 
disturbances, or similar major 
events) 

● markets are closed due to 
scheduled holidays 

● the security is illiquid and trades 
infrequently. 

● If an investment fund manager 
determines that an active market 
does not exist for a security, the 
manager should consider whether 
the last available quoted market 
price is representative of fair value.  
If a significant event (i.e. one that 
may impact the value of the 
portfolio security) has occurred 
between the time the last quoted 
market price was established and 
the time the investment fund begins 
to calculate its net asset value, the 
last quoted market price may not be 
representative of fair value. 

(3) Whether a particular event is a significant 
event for a security depends on whether the 
event may affect the value of the security.  
Generally, significant events fall into one of 
three categories: (i) issuer specific 
events - e.g. the resignation of the CEO or an 
after-hours earnings announcement, (ii) 
market events - e.g. a natural disaster, a 
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political event, or a significant governmental 
action like raising interest rates, and (iii) 
volatility events - e.g. a significant movement 
in North American equity markets that may 
directly impact the market prices of securities 
traded on overseas exchanges. 

Whether a market movement is significant is a 
matter to be determined by the manager 
through the establishment of tolerance levels 
which it may choose to base on, for example, 
a specified intraday and/or interday 
percentage movement of a specific index, 
security or basket of securities.  In all cases, 
the appropriate triggers should be determined 
based on the manager’s own due diligence 
and understanding of the correlations relevant 
to each investment fund’s portfolio. 

9.5 Fair Value Techniques - The CSA do not endorse 
any particular fair value technique as we recognize 
that this is a constantly evolving process.  
However, whichever technique is used, it should 
be applied consistently for a portfolio security 
throughout the fund complex and reviewed for 
reasonableness on a regular basis. 

9.6 Valuation Policies and Procedures - An 
investment fund’s valuation policy should be 
approved by the manager’s board of directors.  
The policies and procedures should describe the 
process for monitoring significant events or other 
situations that could call into question whether a 
quoted market price is representative of fair value.  
They should also describe the methods by which 
the manager will review and test valuations to 
evaluate the quality of the prices obtained as well 
as the general functioning of the valuation 
process.  The manager should also consider 
whether its valuation process is a conflict of 
interest matter as defined in NI 81-107. 

PART 10 – CALCULATION OF MANAGEMENT 
EXPENSE RATIO 

10.1 Calculation of Management Expense Ratio 

(1) Part 15 of the Instrument sets out the method 
to be used by an investment fund to calculate 
its management expense ratio (MER). The 
requirements apply in all circumstances in 
which an investment fund circulates and 
discloses an MER. This includes disclosure in 
a sales communication, a prospectus, a fund 
facts document, an ETF facts document, 
financial statements, a management report of 
fund performance or a report to 
securityholders. 

(2) Paragraph 15.1(1)(a) requires the investment 
fund to use its "total expenses" (other than 
distributions if these are an expense for the 
investment fund) before income taxes for the 
relevant period as the basis for the calculation 
of MER. Total expenses, before income taxes, 
include interest charges and taxes, including 

sales taxes, GST and capital taxes payable by 
the investment fund. Withholding taxes need 
not be included in the MER calculation. 

 The CSA is of the view that if an investment 
fund issues debt-like securities or securities 
that otherwise provide leverage to the fund, 
payments to holders of these securities should 
be treated as financing costs from the 
perspective of the investment fund's other 
classes of securities (the classes that benefit 
from the financing or leverage). These costs 
should not be excluded from total expenses 
when calculating the MER of the investment 
fund's other classes of securities. Securities 
that provide leverage generally include 
preferred shares. 

 Non-optional fees paid directly by investors in 
connection with the holding of an investment 
fund's securities do not have to be included in 
the MER calculation. 

(3) The CSA recognize that an investment fund 
may incur fees and charges that are not 
included in total expenses, but that reduce the 
net asset value and the amount of investable 
assets of the investment fund. Sales 
commissions paid by an investment fund in 
connection with the sale of the investment 
fund’s securities are an example of such fees 
and charges. We believe that these fees and 
charges should be reflected in the MER of the 
investment fund. 

(4) While brokerage commissions and other 
portfolio transaction costs are expenses of an 
investment fund for accounting purposes, they 
are not included in the MER.  These costs are 
reflected in the trading expense ratio. 

(5) In its management report of fund 
performance, an investment fund must 
disclose historical MERs for five years 
calculated in accordance with Part 15. If the 
investment fund has not calculated the 
historical MERs in the manner required by the 
Instrument, we are of the view that the change 
in the method of calculating the MER should 
be treated in a manner similar to a change in 
accounting policy under International 
Accounting Standard 8 Accounting Policies, 
Changes in Accounting Estimates and Errors. 
Under Canadian GAAP, a change in 
accounting policy requires a retrospective 
application of the change for all periods 
shown. However, the Handbook 
acknowledges that there may be 
circumstances where the data needed to 
restate the financial information is not 
reasonably determinable. 

 If an investment fund restates its MER for any 
of the five years it is required to show, the 
investment fund should describe this 
restatement in the first document released 
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and in the first management report of fund 
performance in which the restated MERs are 
reported. 

 If an investment fund does not restate its MER 
for prior periods because, based on specific 
facts and circumstances, the information 
required to do so is not reasonably 
determinable, the MER for all financial periods 
ending after the effective date of the 
Instrument must be calculated in accordance 
with Part 15. In this case, the investment fund 
must also disclose, 

(i) that the method of calculating MER has 
changed, specifying for which periods the 
MER has been calculated in accordance 
with the change; 

(ii) that the investment fund has not restated 
the MER for specified prior periods; 

(iii) the impact that the change would have 
had if the investment fund had restated 
the MER for the specified prior periods 
(for example, would the MER have 
increased or decreased and an estimate 
of the increase or decrease); and 

(iv) a description of the main differences 
between an MER calculated in 
accordance with the Instrument and the 
previous calculations. 

The disclosure outlined above should be 
provided for all periods presented until such time 
as all MERs presented are calculated in 
accordance with the Instrument. 

PART 11 – INVESTMENT FUND WEBSITE 
 
11.1 Requirement to Designate a Website  
 

(1) The purpose of Part 16.1 is to improve 
investor access to investment fund 
regulatory disclosure and other 
information that characterizes a fund. 
Investment funds’ websites typically 
include regulatory disclosure (e.g., a 
prospectus, a fund facts document, an 
ETF facts document, continuous 
disclosure documents), as well as other 
information on a fund (e.g. a fund profile) 
and its management (e.g., the names of 
its investment fund manager, portfolio 
manager, custodian, trustee). Section 
16.1.2 of the Instrument does not 
prescribe the disclosure that must be 
posted on an investment fund’s 
designated website. The regulatory 
disclosure that must be posted on an 
investment fund’s designated website is 
included in other provisions of the 
securities legislation applicable to 
reporting investment funds. 

 

(2) The CSA would generally consider that 
an investment fund’s designated website 
includes a set of webpages on the 
internet containing links to each other 
and made available online by the 
investment fund, its investment fund 
manager or a person designated by its 
investment fund manager. 

 
 In the CSA’s view, an investment fund’s 

designated website must be open-access 
to everybody and free of charge. The 
designated website may contain a 
webpage that is accessible only by the 
fund’s securityholders (for example, with 
an access code and a password) for the 
sole purpose of posting confidential or 
non-public information that is not required 
by securities legislation.  

 
(3) We note that an investment fund’s 

regulatory disclosure and other 
information may be disseminated on a 
website that is established and 
maintained by the investment fund’s 
manager or a person designated by the 
fund’s manager, which may include a 
third-party service provider or an affiliate 
or an associate of the investment fund’s 
manager. 

 
 The CSA does not expect an investment 

fund to create a stand-alone website to 
fulfil its obligations to post regulatory 
disclosure on a designated website. In 
order to improve flexibility and access to 
disclosure, investment funds may identify 
as a designated website, the website of 
another investment fund managed by the 
same investment fund manager, or of an 
affiliate or an associate of the investment 
fund’s manager. 

 
 In any case, the investment fund’s 

designated website is expected to clearly 
identify and differentiate between the 
information applicable to each investment 
fund. The designated website’s user 
interface should make it clear to investors 
where information relating to their 
particular investment can be located. 

 
(4) The Instrument does not specify how an 

investment fund should structure its 
designated website. Investment funds 
may choose to post all regulatory 
disclosure and other information 
pertaining to one investment fund on a 
single webpage dedicated to this fund or 
instead aggregate some regulatory 
disclosure and other key information for 
several investment funds that are part of 
the same investment fund family into a 
single webpage. The CSA expect that 
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investment funds and their investment 
fund managers will adopt a consistent 
and harmonized structure within an 
investment fund’s designated website in 
order to avoid any confusion amongst 
users. 

 
(5) The investment fund’s designated 

website should be designed in a manner 
that allows an individual investor with a 
reasonable level of technological skill and 
knowledge to easily do any of the 
following: 

  
(a) access, read and search the 

information and the documents 
posted on the website; 

 
(b) download and print the documents. 

 
 (6) Maintenance and supervision of an 

investment fund’s designated website 
and its content should be accounted for in 
the compliance systems of the 
investment fund and its manager. The 
establishment and maintenance of a 
compliance system by investment fund 
managers is required under section 11.1 
of NI 31-103 Registration Requirements, 
Exemptions and Ongoing Registrant 
Obligations. We also expect investment 
funds and their managers to take steps to 
protect themselves against cyber threats. 
In this respect, they should review and 
consult guidance issued by securities 
regulators and self-regulatory 
organizations. 

 
 (7) Investment funds and their investment 

fund managers should ensure the 
designated website accurately discloses 
regulatory disclosure and other 
information. If inaccurate disclosure 
regarding a fund is found on the 
designated website, it should be removed 
or updated as soon as possible. A 
website that contains information that is 
out-of-date could in certain cases be 
considered inaccurate and misleading. 

 
  The Instrument does not specify the 

length of time that regulatory disclosure 
and other information must remain on an 
investment fund’s designated website. 
The CSA are of the view that regulatory 
disclosure and other information should 
stay on a designated website for a 
reasonable length of time, and at least 
until replaced with more current 
information or documents. Some 
disclosure should be updated more 
frequently depending on its nature or its 
importance to current and potential 

investors (e.g. net asset values per 
security and past performance). 

  
  We generally encourage investment 

funds and their managers to archive 
documents or information that may retain 
historical or other value to investors on 
the designated website. However, 
documents or information that mislead 
investors should be removed. 

 
 (8) An investment fund and its manager may 

create hyperlinks leading to third-party 
websites. In such cases, a warning 
informing individuals that they are about 
to leave the investment fund’s designated 
website may be appropriate. 

 
 (9) Section 16.1.2, sets out that an 

investment fund designates its website by 
identifying it in a specified location of the 
investment fund’s prospectus, or its 
annual information form if it is required to 
file one under section 9.2. Where a 
prospectus or annual information form is 
prepared in respect of more than one 
investment fund, the designated websites 
of each investment fund, where they are 
different, should be disclosed. 

 
  When the fund designates its website 

under section 16.1.2, that website 
becomes the fund’s designated website, 
including for the purpose of all 
requirements where a fund is required to 
disclose a designated website. For 
example, as required in Item 1 of Part I of 
Form 41-101F4 Information Required in 
an ETF Facts Document and in Item 1 of 
Part I of Form 81-101F3 Contents of 
Fund Facts Document, the website noted 
in the ETF facts document or fund facts 
document must reference the same 
website. If the address of the designated 
website is modified, it would be 
acceptable for the website located at the 
previous address to redirect visitors to the 
new address of the designated website, 
with a corresponding update to the 
prospectus or annual information form, 
and each other document that is required 
to refer to the designated website, 
occurring at the time of the next renewal 
or filing. 

 
 (10) Investment fund managers should 

consider the guidance concerning 
outsourcing found in sections 7.3 and 
Part 11 of the Companion Policy 31-103 
CP, including that which indicates that the 
investment fund manager is responsible 
for any functions delegated or outsourced 
and must supervise the service provider. 
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APPENDIX A - EXAMPLES OF FILING REQUIREMENTS  
FOR CHANGES IN YEAR END 

The following examples assume the old financial year ended on December 31, 20X0. 

 

Transition 
Year 

Comparative 
Annual 

Financial 
Statements 

to Transition 
Year 

New 
Financial 

Year 

Comparative 
Annual 

Financial 
Statements to 
New Financial 

Year 

Interim 
Periods 

for 
Transition 

Year 

Comparative 
Interim 

Periods to 
Transition 

Year 

Interim 
Periods for 

New Financial 
Year 

Comparative 
Interim 

Periods to 
New Financial 

Year 

Up to 3 months 

3 months 
ended 
3/31/X1 

12 months 
ended 
12/31/X0 

3/31/X2 3 months ended 
3/31/X1 and 
12 months 
ended 12/31/X0 

Not 
applicable 

Not applicable 6 months 
ended 9/30/X1 

6 months 
ended 
9/30/X0 

4 to 6 months 

6 months 
ended 
6/30/X1 

12 months 
ended 
12/31/X0 

6/30/X2 6 months ended 
6/30/X1 and 12 
months ended 
12/31/X0 

Not 
applicable 

Not applicable 6 months 
ended 
12/31/X1 

6 months 
ended 
12/31/X0 

7 or 8 months 

8 months 
ended 
8/31/X1 

12 months 
ended 
12/31/X0 

8/31/X2 8 months ended 
8/31/X1 and 12 
months ended 
12/31/X0 

Not 
applicable 

Not applicable 6 months 
ended 2/28X2 

6 months 
ended 
2/28/X1 

9 to 11 months 

11 months 
ended 
11/30/X1 

12 months 
ended 
12/31/X0 

11/30/X2 11 months 
ended 11/30/X1 

6 months 
ended 
6/30/X1 

6 months 
ended 6/30/X0 

6 months 
ended 5/31/X2 

6 months 
ended 
5/31/X1 

11 to 15 months 

15 months 
ended 
3/31/X2 

12 months 
ended 
12/31/X0 

3/31/X3 15 months 
ended 3/31/X2 

6 months 
ended 
6/30/X1 

6 months 
ended 6/30/X0 

6 months 
ended 9/30/X2 

6 months 
ended 
9/30/X1 

 



Companion Policy 81-106CP – Appendix B 

 

- 15 - 

APPENDIX B - CONTACT ADDRESSES

 

Alberta Securities Commission 
Suite 600 
250 - 5th Street SW 
Calgary, Alberta 
T2P 0R4 
Attention: Corporate Finance 

British Columbia Securities Commission 
P.O. Box 10142, Pacific Centre 
701 West Georgia Street 
Vancouver, British Columbia 
V7Y 1L2 
Attention: Financial Reporting 

Manitoba Securities Commission 
500 - 400 St. Mary Avenue 
Winnipeg, Manitoba 
R3C 4K5 
Attention: Corporate Finance 

Financial and Consumer Services Commission (New 
Brunswick 
85 Charlotte Street, Suite 300 
Saint John, NB 
E2L 2J2 
Attention: Corporate Finance 

Financial Services Regulation Division  
Department of Government Services 
P.O. Box 8700 
St. John’s, NL 
A1B 4J6 
Attention: Superintendent of Securities 

Department of Justice, Northwest Territories 
Securities Office 
P.O. Box 1320 
1st Floor, 5009 49th Street 
Yellowknife, NWT X1A 2L9 
Attention: Superintendent of Securities 

Nova Scotia Securities Commission 
2nd Floor, Joseph Howe Building 
1690 Hollis Street 
Halifax, Nova Scotia B3J 3J9 
Attention: Corporate Finance 

Department of Justice, Nunavut 

Legal Registries Division 
P.O. Box 1000 - Station 570 
1st Floor, Brown Building 
Iqaluit, NT X0A 0H0 
Attention: Superintendent of Securities 

Ontario Securities Commission 
20 Queen Street West, 22nd Floor 
Toronto, ON M5H 3S8 
Attention: Continuous Disclosure, Investment Funds 

Registrar of Securities, Prince Edward Island 
P.O. Box 2000 
95 Rochford Street, 5th Floor, 
Charlottetown, PEI 
C1A 7N8 

Attention: Registrar of Securities 

Autorité des marchés financiers 
800 Square Victoria, 22nd Floor 
P.O. Box 246, Tour de la Bourse 
Montréal, Québec 
H4Z 1G3 
Attention: Direction des fonds d’investissement 

Financial and Consumer Affairs Authority of 
Saskatchewan - Securities Division 
601 - 1919 Saskatchewan Drive 
Regina, SK  
S4P 4H2 
Attention: Deputy Director, Corporate Finance 

Superintendent of Securities, Government of Yukon 
Corporate Affairs J-9 
P.O. Box 2703 
Whitehorse, Yukon 
Y1A 5H3 
Attention: Superintendent of Securities 
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NATIONAL INSTRUMENT 81-107 
INDEPENDENT REVIEW COMMITTEE FOR 

INVESTMENT FUNDS 

INTRODUCTION 

This National Instrument (the Instrument) contains both 
rules and accompanying commentary on those rules. The 
Canadian Securities Administrators (the CSA or we), 
have made these rules under authority granted by the 
securities legislation of their jurisdiction. 

The commentary may explain the implications of a rule, 
offer examples or indicate 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 italic type and, outside of this introduction, is 
titled “Commentary”. 

PART 1 - DEFINITIONS AND APPLICATION 

1.1 Investment funds subject to Instrument 

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

(2) In Québec, this Instrument does not apply to a 
reporting issuer organized under 

(a) an Act to establish the Fonds de solidarité 
des travailleurs du Québec (F.T.Q.) 
R.S.Q., chapter F-3.2.1; 

(b) an Act to establish Fondaction, Ie Fonds 
de dévelopement de Ia Confédération 
des syndicats nationaux pour Ia 
coopération et l’emploi (R.S.Q., chapter 
F-3.1.2); and 

(c) an Act constituting Capital régional et 
coopératif Desjardins (R.S.Q., 
chapter C-6.1). 

(3)  Despite subsection (1), sections 6.1 to 6.5 
also apply to an investment fund that is not a 
reporting issuer.  

(4)  Despite subsection (1), sections 6.1 and 6.5 
also apply in respect of a managed account. 

Commentary 

1. This Instrument applies to all publicly 
offered mutual funds and non-redeemable 
investment funds. Investment funds subject 
to this Instrument include: 

● labour sponsored or venture capital 
funds; 

● scholarship plans; 
● mutual funds and closed-end funds 

listed and posted for trading on a stock 
exchange or quoted on an 
over-the-counter market; and 

● investment funds not governed by 
National Instrument 81-102 Investment 
Funds (NI 81-102). 

2. This Instrument does not regulate mutual 
funds that are not reporting issuers 

(commonly referred to as pooled funds), for 
example, mutual funds that sell securities to 
the public only under capital raising 
exemptions in securities legislation. Part 6, 
however, provides exemptions that may be 
relied on in connection with certain trades 
involving managed accounts and 
investment funds that are not reporting 
issuers. 

1.2 Definition of “conflict of interest matter”  - In 
this Instrument, “a conflict of interest matter” 
means 

(a) a situation where a reasonable person would 
consider a 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 interests of the investment 
fund; or 

(b) a conflict of interest or self-dealing provision 
listed in Appendix A that restricts or prohibits 
an investment fund, a manager or an entity 
related to the manager from proceeding with a 
proposed action. 

Commentary 

1. Section 5.1 of this Instrument requires that 
a manager refer all conflict of interest 
matters to the independent review 
committee (IRC). 

2. The CSA do not consider the ‘reasonable 
person’ test described in paragraph (a) to 
capture inconsequential matters. It is 
expected that, among the factors the 
manager will look to for guidance to identify 
conflict of interest matters caught by this 
Instrument, will be industry best practices. 
The CSA expect, however, each manager 
to consider the nature of its investment fund 
operations when making its decisions about 
which conflict of interest matters it faces for 
the funds it manages. 

3. The types of conflicts of interest faced by 
the portfolio manager or portfolio adviser (or 
sub-adviser) or any other entity related to 
the manager this Instrument captures relate 
to the decisions made on behalf of the 
investment fund that may affect or influence 
the manager’s ability to make decisions in 
good faith and in the best interests of the 
investment fund. This Instrument is not 
intended to capture the conflicts of interest 
at the service provider level generally. 

The CSA expect the manager to consider 
whether a particular portfolio manager or 
portfolio adviser or any other ‘entity related 
to the manager’ would have any conflicts of 
interest falling within the definition. 

For example, paragraph (a) might, 
depending on the circumstances, capture 
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these conflicts of the portfolio manager or 
portfolio adviser: 

 portfolio management processes for 
the investment fund, including 
allocation of investments among a 
family of investment funds; and 

 trading practices for the investment 
fund, including negotiating soft 
dollar arrangements with dealers 
with whom the adviser places 
portfolio transactions for the 
investment fund. 

4. The CSA contemplate that an ‘entity related 
to the manager’ will have its own policies 
and procedures to address any conflicts of 
interest in its operations. It is expected the 
manager will make reasonable inquiries of 
these policies and procedures. The conflicts 
of interest facing these entities, including 
any third party portfolio manager or portfolio 
adviser, may affect, or be perceived to 
affect, the manager’s ability to make 
decisions in the best interests of the 
investment fund. The manager is expected 
to refer such conflicts to the IRC under this 
Instrument. 

5. For greater certainty, paragraph (b) requires 
that a ‘conflict of interest matter’ includes 
any course of action that the investment 
fund, the manager or an entity related to the 
manager would otherwise be restricted or 
prohibited from proceeding with because of 
a conflict of interest or self-dealing 
prohibition in securities legislation. These 
include the types of transactions described 
under subsection 5.2(1) of this Instrument. 

1.3 Definition of “entity related to the manager” - In 
this Instrument, “entity related to the manager” 
means 

(a) a person or company that can direct or 
materially affect the direction of the 
management and policies of the manager or 
the investment fund, other than as a member 
of the independent review committee; or 

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

Commentary 

1. The CSA consider an ‘entity related to the 
manager’ in paragraph (a) to include: 

 the portfolio manager or portfolio 
adviser (or sub-adviser) of the 
investment fund, including any third 
party portfolio manager or portfolio 
adviser; 

 the administrator of a scholarship 
plan; and 

 any person or company that can 
materially direct or affect the 
manager’s management or policies, 
including through contractual 
agreements or ownership of voting 
securities. 

1.4 Definition of “independent”  

(1) In this Instrument, a member of the 
independent review committee is 
“independent” if the member has no material 
relationship with the manager, the investment 
fund, or an entity related to the manager. 

(2) For the purposes of subsection (1), a material 
relationship means a relationship which could 
reasonably be perceived to interfere with the 
member’s judgment regarding a conflict of 
interest matter. 

Commentary 

1. Under subsection 3.7(3), all members of the 
IRC must be independent of the manager, 
the investment fund and entities related to 
the manager. The CSA believe that all 
members must be independent because the 
principal function of the IRC is to review 
activities and transactions that involve 
inherent conflicts of interest between an 
investment fund and its manager. Given this 
role, it is important that the members of the 
IRC are free from conflicting loyalties. 

2. While the members of the IRC should not 
themselves be subject to inherent conflicts 
or divided loyalties, the CSA recognize that 
there may be inherent conflicts relating to 
inter-fund issues where a single IRC acts 
for a family of investment funds. In those 
cases, this Instrument requires members to 
conduct themselves in accordance with 
their written charter and in accordance with 
the standard of care set out in this 
Instrument. 

The CSA do not consider the IRC’s ability to 
set its own reasonable compensation to be 
a material relationship with the manager or 
investment fund under subsection 1.4(1). 

3. A material relationship referred to in 
subsection 1.4(1) may include an 
ownership, commercial, charitable, 
industrial, banking, consulting, legal, 
accounting or familial relationship. The CSA 
expect managers and IRC members to 
consider both past and current relationships 
when determining whether a material 
relationship exists. 
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For example, depending on the 
circumstances, the following individuals 
may be independent under section 1.4: 

 an independent member of an 
existing advisory board or IRC of an 
investment fund; 

 an independent member or former 
independent member of the board 
of directors, or of a special 
committee of the board of directors, 
of an investment fund; 

 a former independent member of 
the board of directors, or special 
committee of the board of directors, 
of the manager; 

 an individual appointed as a trustee 
for an investment fund; and 

 an independent member of the 
board of directors, or of a special 
committee of the board of directors, 
of a registered trust company that 
acts as trustee for an investment 
fund. 

By way of further example, the CSA consider it 
unlikely that the following individuals would be 
independent under section 1.4: 

 a person who is or has recently 
been an employee or executive 
officer of the manager or 
investment fund; and 

 a person whose immediate family 
member is or has recently been an 
executive officer of the manager or 
investment fund. 

The CSA also consider that it would be rare that 
a member of the board of directors, or special 
committee of the board of directors, of a 
manager could be ‘independent’ within the 
meaning of this Instrument. One such example 
of when a member of the board of directors of a 
manager could be ‘independent’ may be 
“owner-operated” investment funds, sold 
exclusively to defined groups of investors, such 
as members of a trade or professional 
association or co-operative organization, who 
directly or indirectly, own the manager. In the 
case of these investment funds, the CSA view 
the interests of the independent members of the 
board of directors of the manager and investors 
as aligned. 

1.5 Definition of “inter-fund self-dealing 
investment prohibitions”  - In this Instrument, 
“inter-fund self-dealing investment prohibitions” 
means the provisions listed in Appendix B that 
prohibit 

(a) a portfolio manager from knowingly causing 
any investment portfolio managed by it to 
purchase or sell, or 

(b) an investment fund from purchasing or selling, 

the securities of an issuer from or to the account of 
a responsible person, an associate of a responsible 
person or the portfolio manager. 

1.6 Definition of “manager”  - In this Instrument, 
“manager” means a person or company that 
directs the business, operations and affairs of an 
investment fund. 

Commentary 

1. The CSA are of the view that the term 
‘manager’ should be interpreted broadly. 

The term “manager” is intended to include a 
group of members on the board of an 
investment fund or the general partner of an 
investment fund organized as a limited 
partnership, where it acts in the capacity of 
‘manager ‘/decision-maker. 

2. The CSA have, in connection with 
prospectus reviews, on occasion 
encountered investment funds structured in 
unusual ways. The CSA may examine an 
investment fund if it seems that it was 
structured to avoid the operation of this 
Instrument. 

1.7 Definition of “standing instruction”  - In this 
Instrument, “standing instruction” means a written 
approval or recommendation from the independent 
review committee that permits the manager to 
proceed with a proposed action under section 5.2 
or 5.3 on an ongoing basis. 

1.8 Definition of “designated website - In this 
Instrument, “designated website” has the meaning 
ascribed to that term in National Instrument 81-106 
Investment Fund Continuous Disclosure. 

PART 2 - FUNCTIONS OF THE MANAGER 

2.1 Manager standard of care - A manager in 
exercising its powers and discharging its duties 
related to the management of the investment fund 
must 

(a) act honestly and in good faith, and in the best 
interests of the investment fund; and 

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

Commentary 

1. This section introduces a required standard 
of care for managers in certain jurisdictions 
and is intended to create a uniform standard 
of care provision for managers of 
investment funds subject to this Instrument. 
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2.2 Manager to have written policies and 
procedures 

(1) Before proceeding with a conflict of interest 
matter or any other matter that securities 
legislation requires the manager to refer to the 
independent review committee, the manager 
must 

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

(b) refer the policies and procedures to the 
independent review committee for its 
review and input. 

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

(3) The manager may revise its policies and 
procedures if it provides the independent 
review committee with a written description of 
any significant changes for the independent 
review committee’s review and input before 
implementing the revisions. 

Commentary 

1. Section 2.2 contemplates that a manager 
should identify for each investment fund the 
conflict of interest matters it expects will 
arise and that will be required to be referred 
to the IRC under section 5.1, and review its 
policies and procedures for those matters 
with the IRC. 

Section 2.2 further requires the manager to 
establish policies and procedures for other 
matters it expects will arise and that will be 
required by securities legislation to be 
referred to the IRC, for example, certain 
reorganizations and transfers of assets 
between related mutual funds under Part 5 
of NI 81-102. 

2. A manager is expected to establish policies 
and procedures that are consistent with its 
obligations to the investment fund under 
securities legislation to make decisions in 
the best interests of the fund.  
Paragraph (1)(a) is intended to reinforce 
this obligation. 

A manager that manages more than one 
investment fund may establish policies and 
procedures for an action or category of 
actions for all of the investment funds it 
manages. Alternatively, the manager may 
establish separate policies and procedures 
for the action or category of actions for each 
of its investment funds, or groups of its 
investment funds. 

However structured, the CSA expect the 
written policies and procedures the 
manager establishes to be designed to 
prevent any violations by the manager and 
the investment fund of securities legislation 
in the areas that this Instrument addresses, 
and to detect and promptly correct any 
violations that occur. 

3. A manager is expected to follow the policies 
and procedures established under this 
section. In referring a matter to the IRC 
under section 5.1, the CSA expect the 
manager to inform the IRC whether its 
proposed action follows its written policies 
and procedures on the matter. 

If an unanticipated conflict of interest matter 
arises for which the manager does not have 
a policy and procedure, the CSA expect the 
manager to bring the matter and its 
proposed action to the IRC for its review 
and input at the time the matter is referred 
to the IRC. 

4. Small investment fund families may require 
fewer written policies and procedures than 
large fund complexes that, for example, 
have conflicts of interest as a result of 
affiliations with other financial service firms. 

5.  The CSA do not consider a manager’s 
organization of an investment fund (such as 
the initial setting of fees or the initial choice 
of service providers) to be subject to IRC 
review, unless the manager’s decisions give 
rise to a conflict of interest concerning the 
manager’s obligations to existing 
investment funds within the manager’s fund 
family. However, the CSA expect the 
manager will establish policies and 
procedures for any conflict of interest 
matters arising from the investment fund’s 
organization or otherwise and refer to the 
IRC these policies and procedures and any 
decisions related to such matters.  

 It is anticipated that the manager will wish to 
engage the IRC early in the establishment 
of any new investment fund to ensure the 
IRC is adequately informed of potential new 
conflicts of interest. 

2.3 Manager to maintain records - A manager must 
maintain a record of any activity that is subject to 
the review of the independent review committee, 
including 

(a) a copy of the policies and procedures that 
address the matter; 

(b) minutes of its meetings, if any; and 

(c) copies of materials, including any written 
reports, provided to the independent review 
committee. 
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Commentary 

1. This section is intended to assist the CSA in 
determining whether the manager is 
adhering to this Instrument, and in 
identifying weaknesses in the manager’s 
policies and procedures if violations do 
occur. The CSA expect managers to keep 
records in accordance with existing best 
practices. 

2. A manager is expected under this section to 
keep minutes only of any material 
discussions it has at meetings with the IRC 
or internally on matters subject to the review 
of the IRC. 

The CSA do not view this section or this 
Instrument as preventing the lRC and 
manager from sharing record keeping and 
maintaining joint records of IRC and 
manager meetings. 

3. The CSA expect a manager to keep records 
of the actions it takes in respect of a matter 
referred to the IRC. This includes any 
otherwise restricted or prohibited 
transactions described in subsection 5.2(1) 
for which the manager requires the IRC’s 
approval under Part 6 of this Instrument or 
under Part 4 of NI 81-102. 

2.4 Manager to provide assistance 

(1) When a manager refers to the independent 
review committee a conflict of interest matter 
or any other matter that securities legislation 
requires it to refer, or refers its policies and 
procedures related to such matters, the 
manager must 

(a) provide the independent review 
committee with information sufficient for 
the independent review committee to 
properly carry out its responsibilities, 
including 

(i) a description of the facts and 
circumstances giving rise to the 
matter; 

(ii) the manager’s policies and 
procedures; 

(iii) the manager’s proposed course of 
action, if applicable; and 

(iv) all further information the 
independent review committee 
reasonably requests; 

(b) make its officers who are knowledgeable 
about the matter available to attend 
meetings of the independent review 
committee or respond to inquiries of the 
independent review committee about the 
matter; and 

(c) provide the independent review 
committee with any other assistance it 
reasonably requests in its review of the 
matter. 

(2) A manager must not prevent or attempt to 
prevent the independent review committee, or 
a member of the independent review 
committee, from communicating with the 
securities regulatory authority or regulator. 

PART 3 - INDEPENDENT REVIEW COMMITTEE 

3.1 Independent review committee for an 
investment fund - An investment fund must have 
an independent review committee. 

Commentary 

1. A manager is expected to establish an IRC 
using a structure that is appropriate for the 
investment funds it manages, having regard 
to the expected workload of that committee. 
For example, a manager may establish one 
IRC for each of the investment funds it 
manages, for several of its investment 
funds, or for all of its investment funds. 

2. This Instrument does not prevent 
investment funds from sharing an IRC with 
investment funds managed by another 
manager. This Instrument also does not 
prevent a third party from offering IRCs for 
investment funds. Managers of smaller 
families of investment funds may find these 
to be cost-effective ways to establish IRCs 
for their investment funds. 

3.2 Initial appointments - The manager must appoint 
each member of an investment fund’s first 
independent review committee. 

3.3 Vacancies and reappointments 

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

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

(3) In filling a vacancy on the independent review 
committee or reappointing a member of the 
independent review committee, the 
independent review committee must consider 
the manager’s recommendations, if any. 

(4) A member may not be reappointed for a term 
or terms of office that, if served, would result 
in the member serving on the independent 
review committee for longer than 6 years, 
unless the manager agrees to the 
reappointment. 

(5) If, for any reason, an independent review 
committee has no members, the manager 
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must appoint a member to fill each vacancy as 
soon as practicable. 

Commentary 

1. Consistent with the manager’s role to 
appoint the first members of an IRC, if at 
any time the IRC has no members, the 
manager will also appoint the replacement 
members. The CSA anticipate that the 
circumstances contemplated in 
subsection (5) will occur rarely, such as in 
the event of a change of manager or 
change in control of the manager. In these 
circumstances, managers should consider 
their timely disclosure obligations under 
securities legislation. 

2. The manager may suggest candidates and 
may provide assistance to the IRC in the 
selection and recruitment process when a 
vacancy arises. Subsection (3) requires the 
IRC to consider the manager’s 
recommendation, if any, when filling a 
vacancy or reappointing a member of the 
IRC. 

The CSA believe that allowing the IRC to 
select its own members and decide the term 
a member can serve will foster 
independent-minded committees that will be 
focussed on the best interests of the 
investment fund. The CSA also consider the 
members of the IRC to be best-positioned 
to judge the manner in which a prospective 
member can contribute to the effectiveness 
of the IRC. 

3. The maximum term limit of 6 years specified 
in subsection (4) for a member to serve on 
an investment fund’s IRC is intended to 
enhance the independence and 
effectiveness of the IRC. An IRC may 
reappoint a member beyond the maximum 
term, but only with the agreement of the 
manager. 

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

Commentary 

1. To ensure continuity and continued 
independence from the manager, the CSA 
recommend that the terms of all IRC 
members be staggered. 

3.5 Nominating criteria - Before a member of the 
independent review committee is appointed, the 

manager or the independent review committee, as 
the case may be, must consider 

(a) the competencies and skills the independent 
review committee, as a whole, should 
possess; 

(b) the competencies and skills of each other 
member of the independent review committee; 
and 

(c) the competencies and skills the prospective 
member would bring to the independent 
review committee. 

Commentary 

1. Section 3.5 sets out the criteria the 
manager and the IRC must consider before 
appointing a member of the IRC. Subject to 
these requirements, the manager and the 
IRC may establish nominating criteria in 
addition to those set out in this section. 

3.6 Written charter 

(1) The independent review committee must 
adopt a written charter that includes its 
mandate, responsibilities 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 
review committee 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. 

(3) In adopting the charter, the independent 
review committee must consider the 
manager’s recommendations, if any. 

Commentary 

1. The CSA expect the written charter to set 
out the necessary policies and procedures 
to ensure the IRC performs its role 
adequately and effectively and in 
compliance with this Instrument. An IRC 
acting for more than one investment fund 
may choose to establish a separate charter 
for each fund. Alternatively, an IRC may 
choose to establish one charter for all of the 
investment funds it oversees or groups of 
investment funds. 

2. The IRC should consider the specific 
matters subject to its review when 
developing the policies and procedures to 
be set out in its charter. 

3. Without discussing all of the policies and 
procedures that may be set out in the 
written charter, the CSA expect that the 
written charter will include the following: 
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 policies and procedures the IRC 
must follow when reviewing conflict 
of interest matters, 

 criteria for the IRC to consider in 
setting its compensation and 
expenses and the compensation 
and expenses of any advisors 
employed by the IRC, 

 a policy relating to IRC member 
ownership of securities of the 
investment fund, manager or in any 
person or company that provides 
services to the investment fund or 
the manager, 

 policies and procedures that 
describe how a member of the IRC 
is to conduct himself or herself 
when he or she faces a conflict of 
interest, or could be perceived to 
face a conflict of interest, with 
respect to a matter being 
considered or to be considered by 
the IRC, 

 policies and procedures that 
describe how the IRC is to interact 
with any existing advisory board or 
board of directors of the investment 
fund and the manager, and 

 policies and procedures that 
describe how any subcommittee of 
the IRC to which has been 
delegated any of the functions of 
the IRC, is to report to the IRC. 

4. The manager and the IRC may agree that 
the IRC will perform functions in addition to 
those prescribed by this Instrument and 
elsewhere in securities legislation. This 
Instrument does not preclude those 
arrangements, nor does this Instrument 
regulate those arrangements. 

3.7 Composition 

(1) An independent review committee must have 
at least three members. 

(2) The size of the independent review committee 
is to be determined by the manager, with a 
view to facilitating effective decision-making, 
and may only be changed by the manager. 

(3) Every independent review committee member 
must be independent. 

(4) An independent review committee must 
appoint a member as Chair. 

(5) The Chair of an independent review 
committee is responsible for managing the 
mandate, and responsibilities and functions, of 
the independent review committee. 

Commentary 

1. To ensure its effectiveness, a manager 
should consider the workload of the IRC 
when determining its size. The CSA expect 
that the manager will seek the input of the 
IRC prior to changing the size of the IRC. 

2. The CSA anticipate that the Chair of the 
IRC will lead IRC meetings, foster 
communication among IRC members, and 
ensure the IRC carries out its 
responsibilities in a timely and effective 
manner. 

The CSA expect the IRC Chair will be the 
primary person to interact with the manager 
on issues relating to the investment fund. 
An IRC Chair and the manager may agree 
to have regular communication as a way for 
the IRC Chair to keep informed of the 
operations of the investment fund between 
meetings, and of any significant events 
relating to the investment fund. 

3. The requirement that all members of the 
IRC be independent does not preclude the 
IRC from consulting with others who can 
help the members understand matters that 
are beyond their specific expertise, or help 
them understand industry practices or 
trends, for example. 

3.8 Compensation 

(1) The manager may set the initial compensation 
and expenses of an independent review 
committee that is appointed under section 3.2 
or subsection 3.3(5). 

(2) Subject to subsection (1), the independent 
review committee must set reasonable 
compensation and proper expenses for its 
members. 

(3) When setting its compensation and expenses 
under subsection (2), the independent review 
committee must consider 

(a) the independent review committee’s most 
recent assessment of its compensation 
under paragraph 4.2(2)(b); and 

(b) the manager’s recommendations, if any. 

Commentary 

1. This section permits the manager to 
determine the amount and type of 
compensation and expenses the IRC 
members will initially receive. To avoid 
undue influence from the manager, 
subsection (2) requires that, subsequent to 
the initial setting of compensation and other 
than in the unusual circumstance described 
in subsection 3.3(5), members of the IRC 
have the sole authority for determining their 
compensation. The Instrument permits the 
manager to recommend to the members of 
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the IRC the amount and type of 
compensation to be paid, and requires the 
IRC to consider that recommendation. 

2. The CSA expect the IRC and the manager 
to decide the IRC’s compensation in a 
manner consistent with good governance 
practices. Among the factors the IRC and 
manager should consider when determining 
the appropriate level of compensation are 
the following: 

 the number, nature and complexity 
of the investment funds and the 
fund families for which the IRC acts; 

 the nature and extent of the 
workload of each member of the 
IRC, including the commitment of 
time and energy that is expected 
from each member; 

 industry best practices, including 
industry averages and surveys on 
IRC compensation; and 

 the best interests of the investment 
fund. 

3. The CSA expect that the IRC and the 
manager will discuss any instance where 
the IRC disagrees with the manager’s 
recommendations under paragraph (3)(b), 
in an attempt to reach an agreement that is 
satisfactory to both the IRC and the 
manager. 

3.9 Standard of care 

(1) Every member of an independent review 
committee, in exercising his or her powers 
and discharging his or her duties related to the 
investment fund, and, for greater certainty, not 
to any other person, as a member of the 
independent review committee must 

(a) act honestly and in good faith, with a view 
to the best interests of the investment 
fund; and 

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

(2) Every member of an independent review 
committee must comply with this Instrument 
and the written charter of the independent 
review committee required under section 3.6. 

(3) A member of the independent review 
committee does not breach paragraph (1)(b), 
if the member exercised the care, diligence 
and skill that a reasonably prudent person 
would exercise in comparable circumstances, 
including reliance in good faith on 

(a) a report or certification represented as full 
and true to the independent review 

committee by the manager or an entity 
related to the manager; or 

(b) a report of a person whose profession 
lends credibility to a statement made by 
the person. 

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

(a) a report or certification represented as full 
and true to the independent review 
committee by the manager or an entity 
related to the manager; or 

(b) a report of a person whose profession 
lends credibility to a statement made by 
the person. 

Commentary 

1. The standard of care for IRC members 
under this section is consistent with the 
special relationship between the IRC and 
the investment fund. 

The CSA consider the role of the members 
of the IRC to be similar to corporate 
directors, though with a much more limited 
mandate, and therefore we would expect 
any defences available to corporate 
directors to also be available to IRC 
members. 

2. The CSA consider the best interests of the 
investment fund referred to in 
paragraph (1)(a) to generally be consistent 
with the interests of the securityholders in 
the investment fund as a whole. 

3. It is not the intention of the CSA to create a 
duty of care on the part of the IRC to any 
other person under paragraph (1)(b). 

3.10 Ceasing to be a member 

(1) An individual ceases to be a member of an 
independent review committee when 

(a) the investment fund terminates; 

(b) the manager of the investment fund 
changes, unless the new manager is an 
affiliate of the former manager; or 

(c) there is a change of control of the 
manager of the investment fund. 

(2) An individual ceases to be a member of an 
independent review committee if 

(a) the individual resigns; 

(b) the individual’s term of office expires and 
the member is not reappointed; 

(c) a majority of the other members of the 
independent review committee vote to 
remove the individual; or 
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(d) a majority of the securityholders of the 
investment fund vote to remove the 
individual at a special meeting called for 
that purpose by the manager. 

(3) An individual ceases to be a member of the 
independent review committee if the individual 
is 

(a) no longer independent within the meaning 
of section 1.4 and the cause of the 
member’s non-independence is not 
temporary for which the member can 
recuse himself or herself; 

(b) of unsound mind and has been so found 
by a court in Canada or elsewhere; 

(c) bankrupt; 

(d) prohibited from acting as a director or 
officer of any issuer in Canada; 

(e) subject to any penalties or sanctions 
made by a court relating to provincial and 
territorial securities legislation; or 

(f) a party to a settlement agreement with a 
provincial or territorial securities 
regulatory authority. 

(4) If an individual ceases to be a member of the 
independent review committee due to a 
circumstance described in subsection (2), the 
manager must, as soon as practicable, notify 
the securities regulatory authority or regulator 
of the date and the reason the individual 
ceased to be a member. 

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

(6) The notice of a meeting of securityholders of 
an investment fund called to consider the 
removal of a member under paragraph (2)(d) 
must comply with the notice requirements set 
out in section 5.4 of National 
Instrument 81-102 Investment Funds. 

(7) For any member of the independent review 
committee who receives notice or otherwise 
learns of a meeting of securityholders called 
to consider the removal of the member under 
paragraph (2)(d), 

(a) the member may submit to the manager a 
written statement giving reasons for 
opposing the removal; and 

(b) the manager must, as soon as 
practicable, send a copy of the statement 
referred 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 (6). 

Commentary 

1. The CSA do not anticipate that the 
securityholder vote contemplated in 
paragraph 3.10(2)(d) will be routine. When 
a manager calls a meeting of 
securityholders to consider the removal of a 
member, subsection (7) requires that the 
member will have an opportunity to respond 
to the manager’s notice. 

2. In the circumstances described in 
paragraphs 3.10(1)(b) and (c), all members 
of the IRC will cease to be members. This 
does not preclude the new manager from 
reappointing the former members of the IRC 
under subsection 3.3(5). 

3. Paragraph 3.10(3)(a) is meant to exclude a 
situation where a member may face, or be 
perceived to face, a conflict of interest with 
respect to a specific conflict of interest 
matter the IRC is considering. 

3.11 Authority 

(1) An independent review committee has 
authority to 

(a) request information it determines useful 
or necessary from the manager and its 
officers to carry out its duties; 

(b) engage independent counsel and other 
advisors it determines useful or 
necessary to carry out its duties; 

(c) set reasonable compensation and proper 
expenses for any independent counsel 
and other advisors engaged by the 
independent review committee; and 

(d) delegate to a subcommittee of at least 
three members of the independent review 
committee any of its functions, except the 
removal of a member under 
paragraph 3.10(2)(c). 

(2) If the independent review committee 
delegates to a subcommittee under 
paragraph (1)(d) any of its functions, the 
subcommittee must report on its activities to 
the independent review committee at least 
annually. 

(3) Despite any other provision in this Instrument, 
an independent review committee may 
communicate directly with the securities 
regulatory authority or regulator with respect 
to any matter. 

Commentary 

1. The CSA recognize that utilizing the 
manager’s staff and industry experts may 
be important to help the members of the 
IRC deal with matters that are beyond the 
level of their expertise, or help them 
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understand different practices among 
investment funds. 

While this Instrument does not require legal 
counsel or other advisers for the IRC to be 
independent of the manager or the 
investment fund there may be instances 
when the members of the IRC believe they 
need access to counsel or advisers who are 
free from conflicting loyalties. 
Paragraph (1)(b) gives the IRC the 
discretion and authority to hire independent 
legal counsel and other advisers. The CSA 
expect that the IRC will use independent 
advisors selectively and only to assist, not 
replace, IRC decision-making. The CSA do 
not anticipate that IRCs will routinely use 
external counsel and other advisers. 

2. Paragraph (1)(d) is intended to allow an IRC 
of more than three members to delegate 
any of its functions, except the removal of 
an IRC member, to a subcommittee of at 
least three members. The CSA expect in 
such instances that the written charter of 
the IRC will include a defined mandate and 
reporting requirements for any 
subcommittee. 

The CSA do not consider delegation by the 
IRC of a function to a subcommittee to 
absolve the IRC from its responsibility for 
the function. 

3. Subsection (3) specifies that the IRC may 
inform the securities regulatory authority or 
regulator of any concerns or issues that it 
may not otherwise be required to report. For 
example, the IRC may be concerned if very 
few matters have been referred by the 
manager for review, or it may have found, 
or have reasonable grounds to suspect, a 
breach of securities legislation has 
occurred. However, the IRC has no 
obligation to report matters other than those 
prescribed by this Instrument or elsewhere 
in securities legislation. 

4. The CSA do not consider that this section or 
this Instrument prevents the manager from 
communicating with the securities 
regulatory authorities with respect to any 
matter. 

3.12 Decisions 

(1) A decision by the independent review 
committee on a conflict of interest matter or 
any other matter that securities legislation 
requires the independent review committee to 
review requires the agreement of a majority of 
the independent review committee’s 
members. 

(2) If, for any reason, an independent review 
committee has two members, a decision by 

the independent review committee must be 
unanimous. 

(3) An independent review committee with one 
member may not make a decision. 

Commentary 

1. This section requires a decision of the 
members of the IRC to represent the 
majority. Should the IRC find itself with two 
members, subsection (2) permits the IRC to 
continue to make decisions on conflict of 
interest matters provided the remaining two 
members agree. 

3.13 Fees and expenses to be paid by the 
investment fund - The investment fund must pay 
from the assets of its fund all reasonable costs and 
expenses reasonably incurred in the compliance of 
this Instrument. 

Commentary 

1. A manager is expected to allocate the costs 
associated with the IRC on an equitable and 
reasonable basis amongst the investment 
funds for which the IRC acts. 

This Instrument does not prohibit a 
manager from reimbursing the investment 
fund for any of the costs associated with 
compliance with this Instrument. It is 
expected that the prospectus will disclose 
whether or not the manager will reimburse 
the investment fund. 

2. The CSA do not expect costs that the 
manager or investment fund would 
ordinarily incur in the operation of the 
investment fund without the presence of the 
IRC (for example, rent) to be charged to the 
investment fund under this section. Among 
the costs the CSA expect will be charged to 
the investment fund under this section are 
the following: 

 the compensation and expenses 
payable to the members of the IRC and 
to any independent counsel and other 
advisers employed by the IRC; 

 the costs of the orientation and 
continuing education of the members of 
the IRC; and 

 the costs and expenses associated 
with a special meeting of 
securityholders called by the manager 
to remove a member or members of 
the IRC. 

3.14 Indemnification and insurance 

(1) In this section, “member” means: 

(a) a member of the independent review 
committee; 

(b) a former member of the independent 
review committee; and 
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(c) the heirs, executors, administrators or 
other legal representatives of the estate 
of an individual in (a) or (b). 

(2) An investment fund and manager may 
indemnify a member against all costs, charges 
and expenses, including an amount paid to 
settle an action or satisfy a judgment, 
reasonably incurred by the person in respect 
of any civil, criminal, administrative, 
investigative or other proceeding in which the 
member is involved because of being or 
having been a member. 

(3) An investment fund and manager may 
advance moneys to a member for the costs, 
charges and expenses of a proceeding 
referred to in subsection (2). The member 
must repay the moneys if the member does 
not fulfill the conditions of subsection (4). 

(4) An investment fund and manager may not 
indemnify a member under subsection (2) 
unless 

(a) the member acted honestly and in good 
faith, with a view to the best interests of 
the investment fund; and 

(b) in the case of a criminal or administrative 
action or proceeding that is enforced by a 
monetary penalty, the member had 
reasonable grounds for believing that the 
individual’s conduct was lawful. 

(5) Despite subsection (2), a member referred to 
in that subsection is entitled to an indemnity 
from the investment fund in respect of all 
costs, charges and expenses reasonably 
incurred by the member in connection with the 
defence of any civil, criminal, administrative, 
investigative or other proceeding to which the 
member is subject because of the member’s 
association with the investment fund as 
described in subsection (2), if the member 
seeking indemnity 

(a) was not judged by the court or other 
competent authority to have committed 
any fault or omitted to do anything that 
ought to have been done; and 

(b) fulfills the conditions set out in 
subsection (4). 

(6) An investment fund and manager may 
purchase and maintain insurance for the 
benefit of any member referred to in 
subsection (2) against any liability incurred by 
the member in his or her capacity as a 
member. 

Commentary 

1. This Instrument requires that members of 
an IRC be accountable for their actions. At 
the same time, this section does not prevent 
an investment fund or a manager from 

limiting a member’s financial exposure 
through insurance and indemnification. 

2. This section permits an investment fund and 
the manager to indemnify and purchase 
insurance coverage for the members of the 
IRC on terms comparable to those 
applicable to directors of corporations. The 
broad goals underlying the indemnity 
provisions are to allow for reimbursement 
for reasonable good faith behaviour, 
thereby discouraging the hindsight 
application of perfection to the IRC’s 
actions. 

Under this section, the investment fund is 
required to indemnify an IRC member who 
has been sued and has successfully 
defended the action, subject to certain 
conditions. If the IRC member does not 
defend the action successfully, the 
investment fund and manager may 
indemnify the member in certain 
circumstances. The intention of indemnity is 
to encourage responsible behaviour yet still 
permit enough leeway to attract strong 
candidates. 

The two conditions which must be satisfied 
in either instance under this section for an 
IRC member to be indemnified are: 

 the IRC member must have acted 
in a manner consistent with his or 
her fiduciary duty with respect to 
the action or matter for which the 
IRC member is seeking the 
indemnification; and 

 the IRC member must have had 
reasonable grounds for believing 
that his or her conduct was lawful. 

The CSA expect any such coverage to be 
on reasonable commercial terms. 

3. It is open to members of the IRC to 
negotiate contractual indemnities with the 
manager and the investment fund provided 
the protection is permissible under this 
section. 

3.15 Orientation and continuing education 

(1) The manager and independent review 
committee must provide orientation consisting 
of educational or informational programs that 
enable a new independent review committee 
member to understand 

(a) the role of the independent review 
committee and its members collectively; 
and 

(b) the role of the individual member. 

(2) The manager may provide a member of the 
independent review committee with 
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educational or informational programs, as the 
manager considers useful or necessary, that 
enable the member to understand the nature 
and operation of the manager’s and 
investment fund’s businesses. 

(3) The independent review committee may 
reasonably supplement the educational and 
informational programs provided to its 
members under this section. 

Commentary 

1. The CSA expect members of the IRC to 
regularly participate in educational or 
informational programs that may be useful 
to the members in understanding and 
fulfilling their duties. 

Section 3.15 sets out only the minimum 
educational programs that a manager and 
IRC are expected to provide for members of 
the IRC. Educational activities could include 
presentations, seminars or discussion 
groups conducted by: 

 personnel of the investment fund or 
manager, 

 outside experts, 

 industry groups, 

 representatives of the investment 
fund’s various service providers, 
and 

 educational organizations and 
institutions. 

2. The CSA expect a discussion of a 
member’s role referred to in 
paragraph (1)(b) to include a reference to 
the commitment of time and energy that is 
expected from the member. 

PART 4 - FUNCTIONS OF INDEPENDENT REVIEW 
COMMITTEE 

4.1 Review of matters referred by manager 

(1) The independent review committee must 
review and provide its decision under 
section 5.2 or under section 5.3 to the 
manager on a conflict of interest matter that 
the manager refers to the independent review 
committee for review. 

(2) The independent review committee must 
perform any other function required by 
securities legislation. 

(3) The independent review committee has the 
authority to choose whether to deliberate and 
decide on a matter referred to in 
subsection (1) and (2) in the absence of the 
manager, any representative of the manager 
and any entity related to the manager. 

(4) Despite subsection (3), an independent review 
committee must hold at least one meeting 
annually at which the manager, any 
representative of the manager or any entity 
related to the manager are not in attendance. 

(5) The independent review committee has no 
power, authority or responsibility for the 
operation of the investment fund or the 
manager except as provided in this section. 

Commentary 

1. The Instrument requires the IRC only to 
consider matters referred to it by the 
manager that involve or may be perceived 
to involve a conflict of interest for the 
manager between its own interests and its 
duty to manage an investment fund. 

Securities legislation also requires the IRC 
to consider other matters. For example, a 
change in a mutual fund’s auditor and 
certain reorganizations and transfers of 
assets between related mutual funds under 
Part 5 of NI 81-102 require the review and 
prior approval of the IRC for the manager to 
proceed. 

2. The manager and the IRC may agree that 
the IRC will perform functions in addition to 
those prescribed by this Instrument and 
elsewhere in securities legislation. This 
Instrument does not preclude those 
arrangements, nor does this Instrument 
regulate those arrangements. 

3. Subsection (3) permits the IRC to decide 
who, other than IRC members, may attend 
any IRC meeting other than the meeting 
referred to in subsection (4). Subsection (3) 
also does not preclude the IRC from 
receiving oral or written submissions from 
the manager or from holding meetings with 
representatives of the manager or an entity 
related to the manager or any other person 
not independent under this Instrument. The 
CSA believe utilizing the manager’s staff 
and industry experts may be important to 
help the members of the IRC understand 
matters that are beyond their specific 
expertise, or help them understand different 
practices among investment funds. 

4. The requirement that the IRC hold at least 
one meeting without anyone else present 
(including management of the investment 
fund) is intended to give the members of the 
IRC an opportunity to speak freely about 
any sensitive issues, including any 
concerns about the manager. 

The CSA are of the view that subsection (4) 
is satisfied if the IRC holds a portion of any 
meeting annually without the presence of 
the manager, any representative of the 
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manager or any entity related to the 
manager. 

4.2 Regular assessments 

(1) At least annually, the independent review 
committee must review and assess the 
adequacy and effectiveness of 

(a) the manager’s written policies and 
procedures required under section 2.2; 

(b) any standing instruction it has provided to 
the manager under section 5.4; 

(c) the manager’s and the investment fund’s 
compliance with any conditions imposed 
by the independent review committee in a 
recommendation or approval it has 
provided to the manager; and 

(d) any subcommittee to which the 
independent review committee has 
delegated, under paragraph 3.11(1)(d), 
any of its functions. 

(2) At least annually, the independent review 
committee must review and assess 

(a) the independence of its members; and 

(b) the compensation of its members. 

(3) At least annually, the independent review 
committee must review and assess its 
effectiveness as a committee, as well as the 
effectiveness and contribution of each of its 
members. 

(4) The review by the independent review 
committee required under subsection (3) must 
include a consideration of 

(a) the independent review committee’s 
written charter referred to in section 3.6; 

(b) the competencies and knowledge each 
member is expected to bring to the 
independent review committee; 

(c) the level of complexity of the issues 
reasonably expected to be raised by 
members in connection with the matters 
under review by the independent review 
committee; and 

(d) the ability of each member to contribute 
the necessary time required to serve 
effectively on the independent review 
committee. 

Commentary 

1. Section 4.2 sets out the minimum 
assessments the independent review 
committee must perform. Subject to these 
requirements, the IRC may establish a 
process for (and determine the frequency 
of) additional assessments as it sees fit. 

2. The annual self-assessment by the IRC 
should improve performance by 
strengthening each member’s 
understanding of his or her role and 
fostering better communication and greater 
cohesiveness among members. 

3. When evaluating individual performance, it 
is expected that the IRC consider factors 
such as the member’s attendance and 
participation in meetings, continuing 
education activities and industry knowledge. 
The manager may also provide IRC 
members with feedback which the IRC may 
consider. 

It is expected the self-assessment should 
focus on both substantive and procedural 
aspects of the IRC’s operations. When 
evaluating the IRC’s structure and 
effectiveness, the IRC should consider 
factors such as the following: 

 the frequency of meetings; 

 the substance of meeting agendas; 

 the policies and procedures that the 
manager has established to refer 
matters to the IRC; 

 the usefulness of the materials 
provided to the members of the 
IRC; 

 the collective experience and 
background of the members of the 
IRC; 

 the number of funds the IRC 
oversees; and 

 the amount and form of 
compensation the members receive 
from an individual investment fund 
and in aggregate from the fund 
family. 

4. The CSA expect the members of an IRC to 
respond appropriately to address any 
weaknesses found in a self-assessment. 
For example, it may be necessary to 
improve the IRC members’ continuing 
education, recommend ways to improve the 
quality and sufficiency of the information 
provided to them, or recommend to the 
manager decreasing the number of 
investment funds under the IRC’s oversight. 

In rare circumstances, the IRC may 
consider removing a member of the IRC as 
contemplated under paragraph 3.10(2)(c) 
as a result of the self-assessment. 

4.3 Reporting to the manager - The independent 
review committee must as soon as practicable 
deliver to the manager a written report of the 
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results of an assessment under subsection 4.2(1) 
and (2) that includes 

(a) a description of each instance of a breach of 
any of the manager’s policies or procedures of 
which the independent review committee is 
aware, or that it has reason to believe has 
occurred; 

(b) a description of each instance of a breach of a 
condition imposed by the independent review 
committee in a recommendation or approval it 
has provided to the manager, of which the 
independent review committee is aware, or 
that it has reason to believe has occurred; and 

(c) recommendations for any changes the 
independent review committee considers 
should be made to the manager’s policies and 
procedures. 

4.4 Reporting to securityholders 

(1) An independent review committee must 
prepare, for each financial year of the 
investment fund and no later than the date the 
investment fund files its annual financial 
statements, a report to securityholders of the 
investment fund that describes the 
independent review committee and its 
activities for the financial year and includes 

(a) the name of each member of the 
independent review committee at the date 
of the report, with 

(i) the member’s length of service on 
the independent review committee; 

(ii) the name of any other fund family on 
whose independent review 
committee the member serves; and 

(iii) if applicable, a description of any 
relationship that may cause a 
reasonable person to question the 
member’s independence and the 
basis upon which the independent 
review committee determined that 
the member is independent; 

(b) the percentage of securities of each class 
or series of voting or equity securities 
beneficially owned, directly or indirectly, 
in aggregate, by all the members of the 
independent review committee of the 
investment fund 

(i) in the investment fund if the 
aggregate level of ownership 
exceeds 10 percent; 

(ii) in the manager; or 

(iii) in any person or company that 
provides services to the investment 
fund or the manager; 

(c) the identity of the Chair of the 
independent review committee; 

(d) any changes in the composition or 
membership of the independent review 
committee during the period; 

(e) the aggregate compensation paid to the 
independent review committee and any 
indemnities paid to members of the 
independent review committee by the 
investment fund during the period; 

(f) a description of the process and criteria 
used by the independent review 
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 review 
committee did not follow the 
recommendation of the manager, 
including 

(i) a summary of the manager’s 
recommendation; and 

(ii) the independent review committee’s 
reasons for not following the 
recommendation; 

(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 independent review committee did not 
give a positive recommendation, including 

(i) a summary of the recommendation; 
and 

(ii) if known, the manager’s reasons for 
proceeding without following the 
recommendation of the independent 
review committee and the result of 
proceeding; 

(h) 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 committee in its recommendation 
or approval, including 

(i) the nature of the condition; 

(ii) if known, the manager’s reasons for 
not meeting the condition; and 

(iii) whether the independent review 
committee is of the view that the 
manager has taken, or proposes to 
take, appropriate action to deal with 
the matter; and 

(i) a brief summary of any recommendations 
and approvals the manager relied upon 
during the period. 
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(2) The report required under subsection (1) must 
as soon as practicable 

(a) be sent by the investment fund, without 
charge, to a securityholder of the 
investment fund, upon the 
securityholder’s request; 

(b) be made available and prominently 
displayed by the manager on the 
investment fund’s designated website; 

(c) be filed by the investment fund with the 
securities regulatory authority or 
regulator; and 

(d) be delivered by the independent review 
committee to the manager. 

Commentary 

1. The report to be filed with the securities 
regulatory authorities should be filed on the 
SEDAR group profile number of the 
investment fund as a continuous disclosure 
document. The CSA expect that the 
investment fund will pay any reasonable 
costs associated with the filing of the report. 

2. It is expected the report will be displayed in 
an easily visible location on the home page 
of the investment fund’s designated 
website. The CSA expect the report to 
remain on the designated website at least 
until the posting of the next report. 

3. The disclosure required in subparagraph (1) 
(a)(iii) is expected to be provided only in 
instances where a member could 
reasonably be perceived to not be 
‘independent’ under this Instrument. 

4.5 Reporting to securities regulatory authorities 

(1) If the independent review committee is aware 
of an instance where the manager acted in a 
conflict of interest matter under 
subsection 5.2(1) but did not comply with a 
condition or conditions imposed by securities 
legislation or the independent review 
committee in its approval, the independent 
review committee must, as soon as 
practicable, notify in writing the securities 
regulatory authority or regulator. 

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

Commentary 

1. Subsection (1) captures a breach of a 
condition imposed for an otherwise 
prohibited or restricted transaction 
described in subsection 5.2(1), for which the 
manager has acted under Part 6 of this 
Instrument or under Part 4 of NI 81-102. 
This includes a breach of a condition 
imposed by the IRC as part of its approval 

(including a standing instruction), or, for 
example, any conditions imposed for 
inter-fund trading under section 6.1 of this 
Instrument or section 4.3 of NI 81-102, for 
transactions in securities of related issuers 
under section 6.2 of this Instrument, and for 
purchases of securities underwritten by 
related underwriters under section 4.1 of 
NI 81-102. 

The CSA consider that a breach of a 
condition imposed by securities legislation 
(including this Instrument) or by the IRC in a 
transaction described in subsection 5.2(1) 
will result in the transaction having been 
made in contravention of securities 
legislation. In such instances, the securities 
regulatory authorities may consider taking 
various action, including requiring the 
manager to unwind the transaction and pay 
any costs associated with doing so. 

2. The CSA expect that the IRC will include in 
its notification the steps the manager 
proposes to take, or has taken, to remedy 
the breach, if known. 

3. Notification under this section is not 
intended to be a mechanism to resolve 
disputes between an IRC and a manager, 
or to raise inconsequential matters with the 
securities regulatory authorities. 

4. The CSA do not view this section or this 
Instrument as preventing the manager from 
communicating with the securities 
regulatory authorities with respect to any 
matter. 

4.6 Independent review committee to maintain 
records - An independent review committee must 
maintain records, including 

(a) a copy of its current written charter; 

(b) minutes of its meetings; 

(c) copies of any materials and written reports 
provided to it; 

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

(e) the decisions it makes. 

Commentary 

1. Section 4.6 sets out the minimum 
requirements regarding the record keeping 
by an IRC. The CSA expect IRCs to keep 
records in accordance with existing best 
practices. 

2. The IRC is expected under paragraph (b) to 
keep minutes only of any material 
discussions it has at meetings with the 
manager or internally on matters subject to 
its review. 
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The CSA do not view this section or this 
Instrument as preventing the IRC and 
manager from sharing record keeping and 
maintaining joint records of IRC and 
manager meetings. 

3. The CSA expect the IRC to keep records of 
any actions it takes in respect of a matter 
referred to it, in particular any transaction 
otherwise prohibited or restricted by 
securities legislation, as described in 
subsection 5.2(1), for which the manager 
has sought the approval of the IRC. 

PART 5 - CONFLICT OF INTEREST MATTERS 

5.1 Manager to refer conflict of interest matters to 
independent review committee 

(1) Subject to section 5.4, when a conflict of 
interest matter arises, and before taking any 
action in the matter, the manager must 

(a) determine what action it proposes to take 
in respect of the matter, having regard to 

(i) its duties under securities legislation; 
and 

(ii) its written policies and procedures on 
the matter; and 

(b) refer the matter, along with its proposed 
action, to the independent review 
committee for its review and decision. 

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

Commentary 

1. Section 5.1 recognizes that a manager may 
not be able to objectively determine whether 
it is acting in the best interests of the 
investment fund when it has a conflict of 
interest. This section requires managers to 
refer all conflict of interest matters - not just 
those subject to prohibitions or restrictions 
under securities legislation - to the IRC so 
that an independent perspective can be 
brought to bear on the manager’s proposed 
action. 

A decision tree for different types of conflict 
of interest matters is set out in Appendix A 
to the Commentary. 

While the CSA expect the IRC to bring a 
high degree of rigour and sceptical 
objectivity to its review of conflict of interest 
matters, the CSA do not consider it the role 
of the IRC to second-guess the investment 
or business decisions of a manager or an 
entity related to the manager. 

2. Section 5.1 sets out how the manager must 
proceed when faced with a conflict of 
interest matter. 

Referring proposed actions involving conflict 
of interest matters to the IRC for its review 
is not considered by the CSA to detract 
from the manager’s obligations to the 
investment fund under securities legislation 
to make decisions in the best interests of 
the fund. Subparagraph (a)(i) is intended to 
reinforce this obligation. 

3. In referring a matter to the IRC, a manager 
is expected to inform the IRC whether its 
proposed action follows its written policies 
and procedures on the matter under 
section 2.2. 

If an unanticipated conflict of interest matter 
arises for which the manager does not have 
an existing written policy and procedure, the 
CSA expect the manager to bring the matter 
and its proposed action to the IRC for its 
review and input at the time the matter is 
referred to the IRC. 

4. There may be matters that are subject to a 
securityholder vote that also involve a 
“conflict of interest matter” under this 
Instrument. For example, increases in the 
charges of the manager to the mutual fund 
will be a conflict of interest matter as well as 
a matter subject to a securityholder vote 
under Part 5 of National Instrument 81-102 
Investment Funds. For these matters, 
subsection (2) requires a manager to refer 
the matter first to the IRC before seeking 
the approval of securityholders, and to 
include a summary of the IRC’s decision in 
the written notice to securityholders. 

5.  The CSA do not consider the expenses 
incurred by existing investment funds in 
establishing an IRC under this Instrument to 
be caught in section 5.1 of NI 81-107. We 
do not view section 5.1 as intending to 
capture the costs associated with 
compliance by an investment fund with new 
regulatory requirements. 

5.2 Matters requiring independent review 
committee approval 

(1) A manager may not proceed with a proposed 
action under section 5.1 without the approval 
of the independent review committee if the 
action is 

(a) an inter-fund trade as described in 
subsection 6.1(2) of this Instrument or a 
transaction as described in 
subsection 4.2(1) of National 
Instrument 81-102 Investment Funds; 

(b) a transaction in securities of an issuer 
described in any of the following: 
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(i)   subsection 6.2(1);  

(ii)  subsection 6.3(1);  

(iii)  subsection 6.4(1);  

(iv)  subsection 6.5(1); 

(c) 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 National 
Instrument 81-102 Investment Funds; or 

(d) a transaction in which an investment fund 
intends to borrow cash from a person or 
company that is an associate or affiliate 
of the investment fund manager. 

(2) An independent review committee must not 
approve an action unless it has determined, 
after reasonable inquiry, that the action 

(a) is proposed by the manager free from any 
influence by an entity related to the 
manager and without taking into account 
any consideration relevant to an entity 
related to the manager; 

(b) represents the business judgment of the 
manager uninfluenced by considerations 
other than the best interests of the 
investment fund; 

(c) is in compliance with the manager’s 
written policies and procedures relating to 
the action; and 

(d) achieves a fair and reasonable result for 
the investment fund. 

Commentary 

1. For the transactions described in 
subsection (1), provided the manager 
receives the IRC’s approval under this 
section, and satisfies the additional 
conditions imposed under the applicable 
sections of Part 6 of this Instrument or Part 
2 and Part 4 of NI 81-102, the manager will 
be permitted to proceed with the action 
without obtaining regulatory exemptive 
relief. 

The IRC may give its approval for certain 
actions or categories of actions in the form 
of a standing instruction as described in 
section 5.4. If no standing instruction is in 
effect, the manager is required to seek the 
IRC’s approval prior to proceeding with any 
action set out in subsection (1). An IRC may 
consider as guidance any conditions in prior 
exemptive relief orders, waivers or 
approvals obtained from the securities 
regulatory authorities when contemplating 
the appropriate terms and conditions in its 
approval. 

2. If the IRC does not approve a proposed 
action described in subsection (1), the 
manager is not permitted to proceed without 
obtaining exemptive relief from the 
securities regulatory authorities. The CSA 
consider it in the best interests of the 
investment fund, and ultimately investors, 
for the IRC to be able to stop any proposed 
action which does not meet the test in 
subsection (2). 

3. The CSA would usually expect that, before 
the IRC approves a proposed action 
described in subsection (1), it will have 
requested from the manager or others a 
report or certification to assist in its 
determination that the test in subsection (2) 
has been met. 

4. The CSA expect that the manager will 
discuss with the IRC any instance where 
the IRC does not approve a proposed 
action, so that an alternative action 
satisfactory to both the manager and the 
IRC can be found, if possible. 

5. The CSA consider that the ability of the 
manager to seek the removal of a member 
or members of the IRC under 
paragraph 3.10(2)(d) sufficiently addresses 
any concern that a manager may have 
about an IRC’s ongoing refusal to approve 
matters. 

5.3 Matters subject to independent review 
committee recommendation 

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

(a) the independent review committee must 
provide a recommendation to the 
manager as to whether, in the 
committee’s opinion after reasonable 
inquiry, the proposed action achieves a 
fair and reasonable result for the 
investment fund; and 

(b) the manager must consider the 
recommendation of the independent 
review committee. 

(2) If the manager decides to proceed with an 
action in a conflict of interest matter that, in 
the opinion of the independent review 
committee after reasonable inquiry, does not 
achieve a fair and reasonable result for the 
investment fund under paragraph (1)(a), the 
manager must notify in writing the 
independent review committee before 
proceeding with the proposed action. 

(3) Upon receiving the notification described in 
subsection (2), the independent review 
committee may require the manager to notify 



National Instrument 81-107 

- 19 - 

securityholders of the investment fund of the 
manager’s decision. 

(4) A notification to securityholders under 
subsection (3) must 

(a) sufficiently describe the proposed action 
of the manager, the recommendation of 
the independent review committee and 
the manager’s reasons for proceeding; 

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

(c) be sent by the manager to each 
securityholder of the investment fund at 
least thirty days before the effective date 
of the proposed action. 

(5) The investment fund must, as soon as 
practicable, file the notification referred to in 
subsection (4) with the securities regulatory 
authority or regulator upon the notice being 
sent to securityholders. 

Commentary 

1. This section captures all conflict of interest 
matters a manager encounters other than 
those listed in subsection 5.2(1). This 
includes conflict of interest matters 
prohibited or restricted by securities 
legislation not specified in 
subsection 5.2(1), and a manager’s 
business and commercial decisions made 
on behalf of the investment fund that may 
be motivated, or be perceived to be 
motivated, by the manager’s own interests 
rather than the best interests of the 
investment fund. Examples include: 

 increasing charges to the 
investment fund for costs incurred 
by the manager in operating the 
fund; 

 correcting material errors made by 
the manager in administering the 
investment fund; 

 negotiating soft dollar arrangements 
with dealers with whom the 
manager places portfolio 
transactions for the investment 
fund; and 

 choosing to bring services in-house 
over using third-party service 
providers. 

The CSA expect that, in seeking guidance 
in identifying conflict of interest matters 
caught by this Instrument, among the 
factors the manager will look to for guidance 
to identify conflict of interest matters will be 
industry best practices. However, the CSA 
also acknowledge that each manager will 
need to consider the nature of its 

investment fund operations in determining a 
conflict of interest matter. 

2. The CSA expect the IRC’s recommendation 
to state a positive or negative response as 
to whether they view the proposed action as 
achieving a fair and reasonable result for 
the investment fund. 

3. For a proposed action in a conflict of 
interest matter under this section that is 
prohibited or restricted by securities 
legislation (but not specified in 
subsection 5.2(1)), a manager will still need 
to seek exemptive relief from the securities 
regulatory authorities. 

4. Subsection (2) recognizes that, in 
exceptional circumstances, the manager 
may decide to proceed with a proposed 
course of action despite a negative 
recommendation from the IRC. In such 
instances, subsection (2) requires the 
manager to notify the IRC before 
proceeding with the action. If the IRC 
determines that the proposed action is 
sufficiently important to warrant notice to 
securityholders in the investment fund, the 
IRC has the authority to require the 
manager to give such notification before 
proceeding with the action. 

The CSA anticipate that the situation of a 
manager proceeding with a conflict of 
interest matter despite a negative 
recommendation by the IRC, will occur 
infrequently. 

5. The notification referred to in subsection (5) 
should be filed on the SEDAR group profile 
number of the investment fund as a 
continuous disclosure document. 

5.4 Standing instructions by the independent 
review committee 

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

(2) For any action for which the independent 
review committee has provided a standing 
instruction, at the time of the independent 
review committee’s regular assessment 
described in subsection 4.2(1), 

(a) the manager must provide a written report 
to the independent review committee 
describing each instance that it acted in 
reliance on a standing instruction; and 

(b) the independent review committee must 

(i) review and assess the adequacy and 
effectiveness of the manager’s 
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written policies and procedures on 
the matter or on that type of matter 
with respect to all actions permitted 
by each standing instruction; 

(ii) review and assess the manager’s 
and investment fund’s compliance 
with any conditions imposed by it in 
each standing instruction; 

(iii) reaffirm or amend each standing 
instruction; 

(iv) establish new standing instructions, if 
necessary; and 

(v) advise the manager in writing of all 
changes to the standing instructions. 

(3) A manager may continue to rely on a 
standing instruction under subsection (1) 
until such time as the independent review 
committee notifies the manager that the 
standing instruction has been amended 
or is no longer in effect. 

Commentary 

1. Section 5.4 recognizes that there are certain 
actions or categories of actions of the 
manager for which it may be appropriate for 
the IRC to choose to provide a standing 
instruction. For example, this may include a 
manager’s ongoing voting of proxies on 
securities held by the investment fund when 
the manager has a business relationship with 
the issuer of the securities, or a manager’s 
decision to engage in inter-fund trading. 

2. The CSA expect that before providing or 
continuing a standing instruction to the 
manager for an action or category of actions, 
the IRC will have: 

 reviewed the manager ‘s written 
policies and procedures with 
respect to the action or category of 
actions; 

 requested from the manager or 
other persons a report or 
certification to assist in deciding 
whether to give its approval or 
recommendation for the action or 
category of actions under 
subsection 5.2(1) or 5.3(1), as the 
case may be; 

 considered whether a standing 
instruction for the particular action 
or category of actions is appropriate 
for the investment fund; and 

 established very clear terms and 
conditions surrounding the standing 
instruction for the action or category 
of actions. 

An IRC may consider including in any 
standing instruction any terms or conditions 
in prior exemptive relief orders, waivers or 
approvals obtained from the securities 
regulatory authorities. 

3. As part of the IRC’s review under 
subparagraph (2)(b)(ii), the IRC is expected 
to be mindful of its reporting obligation under 
section 4.5 of this Instrument, which includes 
notifying the securities regulatory authorities 
of any instance where the manager, in 
proceeding with an action, did not meet a 
condition imposed by the IRC in its approval 
(this includes a standing instruction). 

4. This section is intended to improve the 
flexibility and timeliness of the manager’s 
decisions concerning a proposed course of 
action in a conflict of interest matter. 

PART 6 - EXEMPTED TRANSACTIONS 

6.1 Inter-fund trades 

(1) In this section 

(a) “current market price of the security” 
means, 

(i) if the security is an exchange-traded 
security or a foreign exchange-traded 
security, 

(A) the closing sale price on the 
day of the transaction as 
reported on the exchange 
upon which the security is 
listed or the quotation trade 
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 
security is quoted, or 

(C) if the closing sale price on the 
day of the transaction is 
outside of the closing bid and 
closing ask, 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 
security is quoted, or 
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(D)  the last sale price as defined 
under the Universal Market 
Integrity Rules of the 
Investment Industry 
Regulatory Organization of 
Canada, as amended from 
time to time; or 

(ii) for all other securities, the average of 
the highest current bid and lowest 
current ask determined on the basis 
of reasonable inquiry; 

(a.1) “managed account” means an account, or 
an investment portfolio, that is managed 
by a portfolio manager or portfolio adviser 
on behalf of a client under an investment 
management agreement but does not 
include  

(i)   an account of a “responsible person” 
as defined in National Instrument 31-
103 Registration Requirements, 
Exemptions and Ongoing Registrant 
Obligations, or  

(ii)   an account of an investment fund; 
and 

(b) “market integrity requirements” means 

(i) if the security is an exchange-traded 
security, the purchase or sale 

(A) is 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 

(ii) if the security is a foreign 
exchange-traded security, the 
purchase or sale complies with the 
requirements that govern 
transparency and trading of foreign 
exchange-traded securities on the 
foreign exchange or foreign quotation 
and trade reporting system; or 

(iii) for all other securities, the purchase 
or sale is through a dealer, if the 
purchase or sale is required to be 
reported by a registered dealer under 
applicable securities legislation. 

(2) A portfolio manager of a managed account or 
a portfolio manager of an investment fund, 
including, for greater certainty, an investment 
fund that is not a reporting issuer, may 
purchase a security of an issuer from, or sell a 
security of an issuer to, another investment 
fund, including, for greater certainty, an 

investment fund that is not a reporting issuer, 
managed by the same manager or an affiliate 
of the manager, if, at the time of the 
transaction, 

(a) the portfolio manager, on behalf of the 
investment fund or managed account, is 
purchasing from or selling to another 
investment fund that is a reporting issuer 
or, if the investment fund is not a 
reporting issuer, the manager has 
appointed an independent review 
committee that complies with sections 3.7 
and 3.9 for the purpose of approving the 
transaction, 

(b) the independent review committee has 
approved the transaction under 
subsection 5.2(2), 

(c) the investment management agreement 
for the managed account authorizes the 
purchase or sale of the security, 

(d) the bid and ask price of the security is 
readily available, 

(e) the investment fund receives no 
consideration and the only cost for the 
transaction is the nominal cost incurred 
by the investment fund to print or 
otherwise display the trade, 

(f) the transaction is executed at the current 
market price of the security, and 

(g) the transaction is subject to market 
integrity requirements. 

(2.1) An investment fund, or a portfolio manager on 
behalf of a managed account, referred to in 
subsection (2), must keep records in 
accordance with the record-keeping 
requirements applicable to registered firms set 
out in sections 11.5 and 11.6 of National 
Instrument 31-103 Registration Requirements, 
Exemptions and Ongoing Registrant 
Obligations. 

(3) With respect to a purchase or sale of a 
security referred to in subsection (2), National 
Instrument 21-101 Marketplace Operation, 
and Parts 6 and 8 of National Instrument 23-
101 Trading Rules, do not apply to any of the 
following: 

(a)  a portfolio manager or portfolio adviser of 
an investment fund, including for greater 
certainty, an investment fund that is not a 
reporting issuer;  

(b)  a portfolio manager or portfolio adviser of 
a managed account;  

(c)  an investment fund, including for greater 
certainty, an investment fund that is not a 
reporting issuer;  

(d)  a managed account. 
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(4) With respect to a purchase or sale of a 
security referred to in subsection (2), the inter-
fund self-dealing investment prohibitions do 
not apply to any of the following: 

(a)  a portfolio manager or portfolio adviser of 
an investment fund, including for greater 
certainty, an investment fund that is not a 
reporting issuer;  

(b)  a portfolio manager or portfolio adviser of 
a managed account;  

(c)  an investment fund, including for greater 
certainty, an investment fund that is not a 
reporting issuer;  

(d)  a managed account. 

(5) With respect to a purchase or sale of a 
security referred to in subsection (2), the 
dealer registration requirement does not apply 
to a portfolio manager or portfolio adviser of 
an investment fund, including, for greater 
certainty, an investment fund that is not a 
reporting issuer. 

(6) In subsection (5), “dealer registration 
requirement” has the meaning ascribed to that 
term in National Instrument 14-101 
Definitions. 

Commentary 

1. The term “inter-fund self-dealing investment 
prohibitions” is defined in section 1.5 of this 
Instrument. It is intended to capture the 
prohibitions in the securities legislation and 
certain regulations of each securities 
regulatory authority regarding inter-fund 
trades. 

2. This section is intended to exempt 
investment funds, including investment 
funds that are not reporting issuers and 
managed accounts, from the prohibitions in 
the securities legislation and certain 
regulations that preclude inter-fund trades. 
It is not intended to apply to securities 
issued by an investment fund that are 
purchased by another fund within the same 
fund family. The CSA are of the view that 
this section applies to inter-fund trades 
between fund families of the same manager 
provided the purchase or sale is made in 
accordance with subsection (2). 

Funds that are not reporting issuers must 
appoint an IRC for the purpose of approving 
inter-fund trades in order to be eligible to 
rely upon the exemption. At a minimum, the 
IRC for the funds that are not reporting 
issuers must comply with sections 3.7 and 
3.9 of the Instrument. It is up to the IRC and 
the manager to tailor the IRC’s 
responsibilities for investment funds that are 
not reporting issuers beyond that.  

The portfolio manager or portfolio adviser of 
a managed account must obtain the 
authorization of its client to conduct inter-
fund trades in the investment management 
agreement in order to be eligible to rely 
upon the exemption. 

3. This section is also intended to provide a 
portfolio manager with a dealer registration 
exemption, where necessary, for inter-fund 
trades made in accordance with this 
section, but will not apply to any other 
activities of the portfolio manager. The 
exemption is based on compliance with this 
Instrument and the limitation of its 
application to prospectus-qualified 
investment funds. The CSA note that the 
Registration Reform project may re-
examine this exemption. 

4. This section sets out the minimum 
conditions for inter-fund trades to proceed 
without regulatory exemptive relief.  An IRC 
may consider including in any approval any 
terms or conditions in prior exemptive relief 
orders, waivers or approvals obtained from 
the securities regulatory authorities. 

5. This section does not specify the policies 
and procedures that a manager must have 
to effect inter-fund trades. However, the 
CSA expect the manager’s policies to 
include factors or criteria for 

 allocating securities purchased for 
or sold by two or more investment 
funds managed by the manager; 
and 

 ensuring that the terms of purchase 
or sale will be no less beneficial to 
the investment fund than those 
generally available to other market 
participants in arm’s-length 
transactions. 

6. The CSA expect that the IRC may give its 
approval in the form of a standing 
instruction under section 5.4, to give the 
manager greater flexibility to take 
advantage of perceived market opportunity. 

7. Paragraph (2)(d) requires that the market 
quotations for the transactions be 
transparent. The CSA expect that if the 
price information is publicly available from a 
marketplace, newspaper or through a data 
vendor, for example, this will be the price. If 
the price is not publicly available, the CSA 
expect the investment fund to obtain at least 
one quote from an independent, 
arm’s-length purchaser or seller 
immediately before the purchase or sale. 

8. The CSA consider the requirement in 
paragraph (2)(g) to be a way to facilitate 
price discovery and integrity. The CSA 
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believe this is essential to well-functioning 
and efficient capital markets. 
Subparagraph (1)(b)(iii) is intended to 
capture, for corporate debt securities, the 
requirement, if applicable, to report the 
trade to CanPx, and for illiquid securities, 
the requirement, if applicable, to report the 
trade to the Canadian Unlisted Board 
(CUB). 

9. Subsection 2.1 sets expectations regarding 
the records of the investment fund [that it] 
(sic) must keep of its inter-fund trades made 
in reliance on this section. These records 
should comply with the recordkeeping 
requirements applicable to registered firms 
as set out in sections 11.5 and 11.6 of 
National Instrument 31-103 Registration 
Requirements, Exemptions and Ongoing 
Registrant Obligations. 

6.2 Transactions in securities of related issuers 

(1) An investment fund, including for greater 
certainty, an investment fund that is not a 
reporting issuer, may make or hold an 
investment in the security of an issuer related 
to it, to its manager or to an entity related to its 
manager, if, 

(a) at the time the investment is made, 

(i) in the case of an investment made by 
an investment fund that is not a 
reporting issuer, 

(A)  the manager of the investment 
fund has appointed an 
independent review committee 
that complies with sections 3.7 
and 3.9 for the purpose of 
approving the investment, and  

(B)  the independent review 
committee has approved the 
investment in compliance with 
subsection 5.2(2), and 

(ii) in the case of an investment made by 
an investment fund that is a reporting 
issuer, the investment fund’s 
independent review committee has 
approved the investment in 
compliance with subsection 5.2(2), 
and 

(b) the purchase is made on an exchange on 
which the securities of the issuer are 
listed and traded. 

(2) After an investment referred to in subsection 
(1) is made, and no later than the time the 
investment fund files its annual financial 
statements, the manager of the investment 
fund must file the particulars of the investment 
with the securities regulatory authority or 
regulator. 

(3) The investment fund conflict of interest 
investment restrictions do not apply to an 
investment fund, including, for greater 
certainty, an investment fund that is not a 
reporting issuer, with respect to an investment 
fund referred to in subsection (1) if the 
investment is made in accordance with that 
subsection. 

(4) For the purpose of subsection (3), “investment 
fund conflict of interest investment restrictions” 
has the meaning ascribed to that term in 
National Instrument 81-102 Investment Funds. 

Commentary 

1. This section is intended to relieve 
investment funds in Quebec, and 
investment funds elsewhere in Canada, 
including investment funds that are not 
reporting issuers, from the prohibitions in 
the securities legislation of each securities 
regulatory authority that preclude 
investments in securities of related issuers. 

2. This section sets out the minimum 
conditions for purchases to proceed without 
regulatory exemptive relief.  An IRC may 
consider including in any approval any 
terms or conditions in prior exemptive relief 
orders, waivers or approvals obtained from 
the securities regulatory authorities. 

The CSA expect that the IRC may give its 
approval in the form of a standing 
instruction as described in section 5.4 to 
allow the manager greater flexibility in its 
decisions.  

Funds that are not reporting issuers must 
appoint an IRC for the purpose of approving 
inter-fund trades in order to be eligible to 
rely upon the exemption. At a minimum, the 
IRC for the funds that are not reporting 
issuers must comply with sections 3.7 and 
3.9 of the Instrument. It is up to the IRC and 
the manager to tailor the IRC’s 
responsibilities for investment funds that are 
not reporting issuers beyond that. 

3. This section contemplates that the manager 
will comply with the applicable reporting 
requirements under securities legislation for 
each purchase. The filing referred to in 
paragraph (1) (b) should be filed on the 
SEDAR group profile number of the 
investment fund, as a continuous disclosure 
document. 

4. If an IRC gives its approval for the 
investment fund to purchase securities of an 
issuer described in this section, and then 
subsequently withdraws its approval for 
additional purchases, the CSA will not 
consider the continued holding of the 
securities to be subject to subsection 1.2(b) 
of the Instrument. However, we will expect 
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the manager to consider whether continuing 
to hold those securities is a conflict of 
interest matter that subsection 1.2(a) of the 
Instrument would require the manager to 
refer to the IRC. 

6.3 Transactions in securities of related issuers – 
Secondary market non-exchange traded debt 
securities  

(1)  An investment fund, including, for greater 
certainty, an investment fund that is not a 
reporting issuer, may make an investment in 
the secondary market in a non-exchange 
traded debt security of an issuer related to it, 
to its manager or to an entity related to the 
manager, and continue to hold the debt 
security, if the conditions set out in 
subsection (2) are satisfied.  

(2)  For the purposes of subsection (1), an 
investment fund may make an investment in 
a debt security referred to in subsection (1) if, 

(a)  at the time the investment is made, 

(i)  in the case of an investment made 
by an investment fund that is not a 
reporting issuer,  

(A)  the manager of the 
investment fund has 
appointed an independent 
review committee that 
complies with sections 3.7 
and 3.9 for the purpose of 
approving the investment, 
and  

(B)  the independent review 
committee has approved the 
investment in compliance 
with subsection 5.2(2), and  

(ii)  in the case of an investment made 
by an investment fund that is a 
reporting issuer, the investment 
fund’s independent review 
committee has approved the 
investment in compliance with 
subsection 5.2(2), 

(b)  at the time the investment is made, the 
debt security has a designated rating as 
defined in paragraph (b) of the 
definition of "designated rating" in 
National Instrument 44-101 Short Form 
Prospectus Distributions,  

(c)  in the case of an investment made on a 
marketplace, the price paid for the debt 
security is not more than the price for 
the debt security determined in 
accordance with the requirements of 
that marketplace,  

(d)  in the case of an investment that is not 
made on a marketplace, the price paid 
for the debt security is not more than 

(i)  the price at which an arm’s length 
seller is willing to sell the debt 
security,  

(ii)  the price quoted publicly, 
immediately before the investment 
is made, by an independent 
marketplace, or  

(iii)  the price quoted, immediately 
before the investment is made, by 
an arm’s length purchaser or 
seller of the debt security, and 

(e)  the investment is subject to the 
applicable “market integrity 
requirements” as defined in section 6.1, 
if any. 

(3)  After an investment referred to in subsection 
(2) is made, and no later than the time the 
investment fund files its annual financial 
statements, the manager of the investment 
fund must file the particulars of the 
investment with the securities regulatory 
authority or regulator.  

(4)  The investment fund conflict of interest 
investment restrictions do not apply to an 
investment fund, including, for greater 
certainty, an investment fund that is not a 
reporting issuer, with respect to an 
investment referred to in subsection (2) if the 
investment is made in accordance with that 
subsection.  

(5)  For the purpose of subsection (4), 
“investment fund conflict of interest 
investment restrictions” has the meaning 
ascribed to that term in National Instrument 
81-102 Investment Funds. 

Commentary  

1.  This section is intended to relieve investment 
funds, including investment funds that are 
not reporting issuers, from the prohibitions in 
the securities legislation of each securities 
regulatory authority that preclude 
investments in debt securities of related 
issuers that do not trade on an exchange. 
Because these securities do not trade on an 
exchange, paragraphs (2)(c) and (2)(d) 
impose alternative criteria to help ensure the 
investments occur at a fair and objective 
price. 

2.  This section sets out the minimum conditions 
for purchases to proceed without regulatory 
exemptive relief. An IRC may consider 
including in any approval any terms or 
conditions in prior exemptive relief orders, 
waivers or approvals obtained from the 
securities regulatory authorities. The CSA 
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expect that the IRC may give its approval in 
the form of a standing instruction as 
described in section 5.4 to allow the manager 
greater flexibility in its decisions.  

Funds that are not reporting issuers must 
appoint an IRC for the purpose of approving 
inter-fund trades in order to be eligible to rely 
upon the exemption. At a minimum, for the 
funds that are not reporting issuers, the IRC 
must comply with sections 3.7 and 3.9 of the 
Instrument. It is up to the IRC and the 
manager to tailor the IRC’s responsibilities 
for investment funds that are not reporting 
issuers beyond that.  

3.  The designated rating referred to in this 
section is the “designated rating” as defined 
in paragraph (b) of its definition in National 
Instrument 44-101 Short Form Prospectus 
Distributions. Fund managers should note 
that the definition of designated rating in 
paragraph (b) of National Instrument 44-101 
Short Form Prospectus Distributions also 
identifies the specific Designated Rating 
Organizations that are contemplated for the 
purpose of determining the designated 
rating.  

4.  This section contemplates that the manager 
will comply with the applicable reporting 
requirements under securities legislation for 
each purchase. The filing referred to in 
subsection (3) should be filed on the SEDAR 
group profile number of the investment fund, 
as a continuous disclosure document.  

5.  If an IRC gives its approval for the 
investment fund to purchase securities of an 
issuer described in this section, and then 
subsequently withdraws its approval for 
additional purchases, the CSA will not 
consider the continued holding of the 
securities to be subject to paragraph 1.2(b) 
of the Instrument. However, we will expect 
the manager to consider whether continuing 
to hold those securities is a conflict of 
interest matter that paragraph 1.2(a) of the 
Instrument would require the manager to 
refer to the IRC. 

6.4 Transactions in securities of related issuers – 
Primary market distributions of long-term debt 
securities  

(1)  An investment fund, including, for greater 
certainty, an investment fund that is not a 
reporting issuer, may make an investment in 
a long-term debt security of an issuer related 
to it, to its manager or to an entity related to 
the manager, if the investment is made under 
a distribution of the long-term debt security of 
that issuer, and continue to hold the debt 
security, if, 

(a)  at the time the investment is made, 

(i)  in the case of an investment made 
by an investment fund that is not a 
reporting issuer, 

(A)  the manager of the 
investment fund has 
appointed an independent 
review committee that 
complies with sections 3.7 
and 3.9 for the purpose of 
approving the investment, 
and  

(B)  the independent review 
committee has approved the 
investment in compliance 
with subsection 5.2(2), and 

(ii)  in the case of an investment made 
by an investment fund that is a 
reporting issuer, the investment 
fund’s independent review 
committee has approved the 
investment in compliance with 
subsection 5.2(2),  

(iii)  the debt security has a term to 
maturity greater than 365 days,  

(iv)  the debt security is not asset-
backed commercial paper,  

(v)  the debt security has a designated 
rating as defined in paragraph (b) 
of the definition of "designated 
rating" in National Instrument 44-
101 Short Form Prospectus 
Distributions,  

(vi)  the distribution is for at least $100 
million, and  

(vii)  at least two purchasers that are 
arm’s length purchasers, 
including, for greater certainty, 
“independent underwriters” within 
the meaning of National 
Instrument 33-105 Underwriting 
Conflicts, have collectively 
purchased at least 20% of the 
distribution, 

(b)  the price paid for the long-term debt 
security is not higher than the lowest 
price paid by any arm’s length 
purchaser that participates in the 
distribution, and  

(c)  immediately after the investment is 
made, 

(i)  the investment fund holds no more 
than 5% of its net assets in long-
term debt securities of the issuer, 
and  

(ii)  the investment fund, together with 
other investment funds managed 
by the manager, hold no more 
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than 20% of the long-term debt 
securities issued in the 
distribution. 

(2)  After an investment referred to in subsection 
(1) is made, and no later than the time the 
investment fund files its annual financial 
statements, the manager of the investment 
fund must file the particulars of the 
investment with the securities regulatory 
authority or regulator.  

(3)  The investment fund conflict of interest 
investment restrictions do not apply to an 
investment fund, including, for greater 
certainty, an investment fund that is not a 
reporting issuer, with respect to an 
investment referred to in subsection (2) if the 
investment is made in accordance with that 
subsection.  

(4)  For the purpose of subsection (3), 
“investment fund conflict of interest 
investment restrictions” has the meaning 
ascribed to that term in National Instrument 
81-102 Investment Funds.  

Commentary  

1.  This section is intended to relieve investment 
funds, including investment funds that are 
not reporting issuers, from the prohibitions in 
the securities legislation of each securities 
regulatory authority that preclude 
investments in debt securities of related 
issuers under primary treasury offerings or 
distributions by those issuers. The additional 
conditions in this section to IRC approval are 
designed to mitigate the risk of the related 
issuer using the investment funds as captive 
financing vehicles and impose alternative 
criteria to help ensure the investments occur 
at a fair and objective price.  

2.  This section sets out the minimum conditions 
for purchases to proceed without regulatory 
exemptive relief. An IRC may consider 
including in any approval any terms or 
conditions in prior exemptive relief orders, 
waivers or approvals obtained from the 
securities regulatory authorities. The CSA 
expect that the IRC may give its approval in 
the form of a standing instruction as 
described in section 5.4 to allow the manager 
greater flexibility in its decisions.  

Funds that are not reporting issuers must 
appoint an IRC for the purpose of approving 
inter-fund trades in order to be eligible to rely 
upon the exemption. At a minimum, for the 
funds that are not reporting issuers, the IRC 
must comply with sections 3.7 and 3.9 of the 
Instrument. It is up to the IRC and the 
manager to tailor the IRC’s responsibilities 
for investment funds that are not reporting 
issuers beyond that.  

3.  The designated rating referred to in this 
section is the “designated rating” as defined 
in paragraph (b) of its definition in National 
Instrument 44-101 Short Form Prospectus 
Distributions. Fund managers should note 
that the definition of designated rating in 
paragraph (b) of National Instrument 44-101 
Short Form Prospectus Distributions also 
identifies the specific Designated Rating 
Organizations that are contemplated for the 
purpose of determining the designated 
rating.  

4.  This section contemplates that the manager 
will comply with the applicable reporting 
requirements under securities legislation for 
each purchase. The filing referred to in 
subsection 6.4(2) should be filed on the 
SEDAR group profile number of the 
investment fund, as a continuous disclosure 
document.  

5.  If an IRC gives its approval for the 
investment fund to purchase securities of an 
issuer described in this section, and then 
subsequently withdraws its approval for 
additional purchases, the CSA will not 
consider the continued holding of the 
securities to be subject to paragraph 1.2(b) 
of the Instrument. However, we will expect 
the manager to consider whether continuing 
to hold those securities is a conflict of 
interest matter that paragraph 1.2(a) of the 
Instrument would require the manager to 
refer to the IRC. 

6.5 Transactions in debt securities with a related 
dealer – Principal trades in debt securities 

(1)  A portfolio manager or portfolio adviser, 
acting on behalf of an investment fund, 
including, for greater certainty, an investment 
fund that is not a reporting issuer, or acting 
on behalf of a managed account as defined 
in section 6.1, may cause the investment 
fund or managed account to purchase a debt 
security of any issuer from, or sell a debt 
security of any issuer to, a dealer related to 
the portfolio manager, acting for its own 
account, if, at the time of the transaction, 

(a)  in the case of an investment fund that is 
not a reporting issuer, 

(i)  the manager of the investment 
fund has appointed an 
independent review committee 
that complies with sections 3.7 
and 3.9 for the purpose of 
approving the transaction, and  

(ii)  the independent review committee 
has approved the transaction in 
compliance with subsection 5.2(2), 

(b)  in the case of an investment fund that is 
a reporting issuer, the investment 
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fund’s independent review committee 
has approved the transaction in 
compliance with subsection 5.2(2),  

(c)  the investment management agreement 
for the managed account authorizes the 
purchase or sale of the debt security,  

(d)  the bid and ask price of the security 
transacted is readily available, 

(e) the purchase is not executed at a price 
that is higher than the available ask 
price or the sale is not executed at a 
price that is lower than the available bid 
price, and  

(f)  the purchase or sale is subject to the 
applicable market integrity 
requirements as defined in section 6.1. 

(2)  An investment fund, or a portfolio manager 
on behalf of a managed account referred to 
in subsection (1), must keep records in 
accordance with the record-keeping 
requirements applicable to registered firms 
set out in sections 11.5 and 11.6 of National 
Instrument 31-103 Registration 
Requirements, Exemptions and Ongoing 
Registrant Obligations.  

(3)  With respect to a purchase or sale of a 
security referred to in subsection (1), the 
inter-fund self-dealing investment 
prohibitions do not apply to any of the 
following: 

(a)  a portfolio manager or portfolio adviser 
of an investment fund, including for 
greater certainty, an investment fund 
that is not a reporting issuer;  

(b)  a portfolio manager or portfolio adviser 
of a managed account;  

(c)  an investment fund, including for 
greater certainty, an investment fund 
that is not a reporting issuer;  

(d)  a managed account. 

Commentary  

1.  The term "inter-fund self-dealing investment 
prohibitions" is defined in section 1.5 of this 
Instrument. For the purposes of this section, 
it is intended to capture the prohibitions in 
the securities legislation and certain 
regulations of each securities regulatory 
authority regarding trades in securities 
between an investment fund or a managed 
account and a related dealer acting as 
principal for its own account.  

This section is intended to relieve investment 
funds, including managed accounts and 
investment funds that are not reporting 
issuers, from the inter-fund self-dealing 
prohibitions in connection with principal 

trades in debt securities. Because debt 
securities do not generally trade on an 
exchange, the additional conditions in this 
section to IRC approval impose alternative 
criteria to help ensure the investments occur 
at a fair and objective price. Paragraph 1(d) 
requires that the market quotations for the 
transactions be transparent. The CSA expect 
that if the price information is publicly 
available from a marketplace, newspaper or 
through a data vendor, for example, this will 
be the price. If the price is not publicly 
available, the CSA expect the investment 
fund to obtain at least one quote from an 
independent, arm’s-length purchaser or 
seller, immediately before the purchase or 
sale. 

2.  This section sets out the minimum conditions 
for purchases to proceed without regulatory 
exemptive relief. An IRC may consider 
including in any approval any terms or 
conditions in prior exemptive relief orders, 
waivers or approvals obtained from the 
securities regulatory authorities. The CSA 
expect that the IRC may give its approval in 
the form of a standing instruction as 
described in section 5.4 to allow the manager 
greater flexibility in its decisions.  

Funds that are not reporting issuers must 
appoint an IRC for the purpose of approving 
principal trades in debt securities in order to 
be eligible to rely upon the exemption. At a 
minimum, the IRC for the funds that are not 
reporting issuers must comply with sections 
3.7 and 3.9 of the Instrument. It is up to the 
IRC and the manager to tailor the IRC’s 
responsibilities for investment funds that are 
not reporting issuers beyond that. The 
portfolio manager or portfolio adviser of a 
managed account must obtain the 
authorization of its client to conduct principal 
trades with a related dealer in the investment 
management agreement in order to be 
eligible to rely upon the exemption.  

3.  Subsection (2) sets out the minimum 
expectations regarding the records an 
investment fund must keep of its trades 
made in reliance on this section. The records 
should be detailed and sufficient to establish 
a proper audit trail of the transactions. 

PART 7 - EXEMPTIONS 

7.1 Exemptions 

(1) The securities regulatory authority or regulator 
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 
regulator may grant such an exemption. 
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7.2 Existing exemptions, waivers or 
approvals - Any exemption, waiver or approval 
under a provision of securities legislation that was 
effective before this Instrument came into force 
and that deals with the matters that this Instrument 
regulates, will expire one year after this Instrument 
comes into force. 

Commentary 

1. [Deleted] 

PART 8 - EFFECTIVE DATE 

8.1 Effective date - This Instrument comes into force 
on November 1, 2006. 

8.2 Transition 

(1) Despite section 8.1, this Instrument does not 
apply to an investment fund until the earlier of 

(a) the date on which the manager provides 
to the securities regulatory authority or 
regulator the notification referred to in 
subsection (4); and 

(b) the date one year after this Instrument 
comes into force. 

(2) Despite subsection (1), six months from the 
date this Instrument comes into force the 
manager must appoint the first members of 
the independent review committee under 
section 3.2 in compliance with this Instrument. 

(3) Despite section 4.4, the independent review 
committee’s first report to securityholders 
must be completed by the 120th day after the 
end of the first financial year of the investment 
fund to which this Instrument applies. 

(4) A manager of an investment fund must notify 
the securities regulatory authority or regulator 
in writing if it intends to comply with this 
Instrument prior to the expiration of the 
transition period under subsection (1). 

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

Commentary 

[Deleted]
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APPENDIX A 
CONFLICT OF INTEREST OR SELF-DEALING 

PROVISIONS 

JURISDICTION SECURITIES LEGISLATION 
REFERENCE 

Alberta Part 15 - Insider Trading and 
Self-Dealing of the Securities 
Act (Alberta) 

British Columbia Part 15 - Self-Dealing of the 
Securities Act (British 
Columbia) 

Manitoba Part XI - Insider Trading of 
the Securities Act (Manitoba) 

Newfoundland and Labrador Part XX - Insider Trading and 
Self-Dealing of the Securities 
Act (Newfoundland and 
Labrador) 

New Brunswick Part 10 - Insider Trading and 
Self-Dealing of the Securities 
Act (New Brunswick) 

Northwest Territories Part 11 - Insider Reporting 
and Early Warning of the 
Securities Act (Northwest 
Territories 

Nova Scotia Sections 112 - 128 of the 
Securities Act (Nova Scotia) 

Ontario Part XXI - Insider Trading 
and Self-Dealing of the 
Securities Act (Ontario) 

Quebec Section 236 of the Securities 
Regulation (Quebec) 

Saskatchewan Part XVII - Insider Trading 
and Self-Dealing - Mutual 
Funds of the Securities Act 
(Saskatchewan) 

Alberta, British Columbia, 
Manitoba, Newfoundland 
and Labrador, New 
Brunswick, Northwest 
Territories, Nova Scotia, 
Nunavut, Ontario, Prince 
Edward Island, Quebec, 
Saskatchewan  
and Yukon 

Part 4 of National 
Instrument 81-102 
Investment Funds and 
section 13.5 of National 
Instrument 
31-103 - Registration 
Requirements and 
Exemptions 

  

  

  

 

APPENDIX B 
INTER-FUND SELF-DEALING CONFLICT OF 

INTEREST PROVISIONS 

JURISDICTION LEGISLATION REFERENCE 

Alberta Paragraph 13.5(2)(b) of National Instrument 
31-103 Registration Requirements, 
Exemptions and Ongoing Registrant 
Obligations and section 4.2 of National 
Instrument 81-102 Investment Funds  

British Columbia Paragraph 13.5(2)(b) of National Instrument 
31-103 Registration Requirements, 
Exemptions and Ongoing Registrant 
Obligations and section 4.2 of National 
Instrument 81-102 Investment Funds  

Manitoba Paragraph 13.5(2)(b) of National Instrument 
31-103 Registration Requirements, 
Exemptions and Ongoing Registrant 
Obligations and section 4.2 of National 
Instrument 81-102 Investment Funds  

New Brunswick Paragraph 144(1)(b) of the Securities Act 
(New Brunswick)  
 
Subsection 11.7(6) of Local Rule 31-501 
Registration Requirements 
 
Paragraph 13.5(2)(b) of National Instrument 
31-103 Registration Requirements, 
Exemptions and Ongoing Registrant 
Obligations and section 4.2 of National 
Instrument 81-102 Investment Funds  

Newfoundland 
and Labrador 

Paragraph 119(2)(b) of the Securities Act 
(Newfoundland and Labrador) 
 
Subsection 103(6) of Reg. 805/96 
  
Paragraph 13.5(2)(b) of National Instrument 
31-103 Registration Requirements, 
Exemptions and Ongoing Registrant 
Obligations and section 4.2 of National 
Instrument 81-102 Investment Funds  

Northwest 
Territories 

Paragraph 13.5(2)(b) of National Instrument 
31-103 Registration Requirements, 
Exemptions and Ongoing Registrant 
Obligations and section 4.2 of National 
Instrument 81-102 Investment Funds  

Nova Scotia Paragraph 126(2)(b) of the Securities Act 
(Nova Scotia) 
 
Subsection 32(6) of the General Securities 
Rules  
 
Paragraph 13.5(2)(b) of National Instrument 
31-103 Registration Requirements, 
Exemptions and Ongoing Registrant 
Obligations and section 4.2 of National 
Instrument 81-102 Investment Funds  

Nunavut Paragraph 13.5(2)(b) of National Instrument 
31-103 Registration Requirements, 
Exemptions and Ongoing Registrant 
Obligations and section 4.2 of National 
Instrument 81-102 Investment Funds  

Ontario Paragraph 13.5(2)(b) of National Instrument 
31-103 Registration Requirements, 
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Exemptions and Ongoing Registrant 
Obligations and section 4.2 of National 
Instrument 81-102 Investment Funds  

Prince Edward 
Island 

Paragraph 13.5(2)(b) of National Instrument 
31-103 Registration Requirements, 
Exemptions and Ongoing Registrant 
Obligations and section 4.2 of National 
Instrument 81-102 Investment Funds 

Quebec Paragraph 13.5(2)(b) of National Instrument 
31-103 Registration Requirements, 
Exemptions and Ongoing Registrant 
Obligations and section 4.2 of National 
Instrument 81-102 Investment Funds  

Saskatchewan Paragraph 13.5(2)(b) of National Instrument 
31-103 Registration Requirements, 
Exemptions and Ongoing Registrant 
Obligations and section 4.2 of National 
Instrument 81-102 Investment Funds  

Yukon Paragraph 13.5(2)(b) of National Instrument 
31-103 Registration Requirements, 
Exemptions and Ongoing Registrant 
Obligations and section 4.2 of National 
Instrument 81-102 Investment Funds  
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APPENDIX A TO COMMENTARY - DECISION TREE 

134422795:v2 

Manager to obtain 
securityholder 

approval before 
proceeding 

Proposed 
action 

Conflict of 
Interest 
Matter? 

Manager 
proceeds 

Manager refers 
the matter to 

the IRC 

What type of 
conflict is 

this? 

Is matter 
prohibited 

by 
securities 

legislation? 

Is matter not 
otherwise 
regulated? 

Is matter 
Interfund 
trade or 

Transaction 
in securities 
of a related 

issuer or 
Purchase of 
securities of 

a related 
underwriter? 

IRC must review 
and provide 

recommendation 

Yes 

Yes 

IRC must 
approve 

transaction 

Yes 

IRC gives 
approval 

IRC does 
not give 
approval 

IRC gives positive 
recommendation 

IRC gives 
negative 

recommendation 

Manager 
may not 
proceed 

Manager 
proceeds 

Manager may 
choose to 

proceed or not to 
proceed 

Manager to obtain 
regulatory approval 
or exemptive relief 
before proceeding 

Yes 

Manager to obtain 
securityholder 

approval before 
proceeding 

Manager 
proceeds 

Manager to obtain 
regulatory approval 
or exemptive relief 
before proceeding 

Does the 
matter require 
securityholder 

approval? 

Does the 
matter require 

regulatory 
approval or 
exemptive 

relief? 

Does the 
matter require 
securityholder 

approval? 

Does the 
matter require 

regulatory 
approval or 
exemptive 

relief? 

notice of meeting must 
inform securityholders of 
IRC recommendations 

notice of meeting must 
inform securityholders of 
IRC recommendation 

No 

IRC may require immediate 
notice to investors if 
manager proceeds to be 
disclosed in IRC report 

1 

2 

No 

Yes 

No 

No 

Yes 

Yes 

No 

No 

Yes 
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