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PREAMBLE

Unless otherwise expressy provided herein or in another policy statement this policy appliesto dl
mutua funds that offer securities pursuant to a prospectus filed under any securities legidation in forcein
each Province or Territory of Canada. The requirementsof thispolicy arein addition to the requirements of
the securitieslegidation in force in each Province or Territory of Canadawhere the prospectus of amutud
fund is filed. For example, in the case of a mutud fund which invests more than 10% of its assetsin
mortgages or whichinvestsin mortgages other than " permitted mortgages' asdefined in Section 1.01 of this
policy. Nationa Policy 29 will aso apply to such mutua fund.

SECTION 1
INTERPRETATION

SECTION 1.01 - DEFINITIONS

As usad in this palicy, unless the subject matter or context otherwise requires, the following
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expressions have the following meanings

@

)
3

(4)

Q)

"gpproved credit rating” means a credit rating which is equd to or higher than the levels
indicated in Schedule | attached to this policy and any other credit rating that may be
designated in writing by the securities authorities;

"Canadian securities’ means dl securities that are not foreign securities;

@
(b)

(©

cash on deposit at the mutua fund's custodian, or

treasury hills or other evidences of indebtedness issued, or fully guaranteed asto
principa and interest, by:

() any of the Federd, Provincid or Territorid Governments of Canada; or

(i) the Government of the United States or any political subdivison thereof,
the Government of any sovereign state or any Supranationa agency,
provided that such treasury bills or other evidences of indebtedness have
an approved credit rating;

al mauring in less than one year;

an evidence of deposit, maturing in less than one year, issued, or fully guaranteed
asto principa and interest, by:

() abank to which the Bank Act (Canada) applies; or

(i) aloan corporation or trust company registered under applicablefedera or
provincid legidation; or

@)  aforeignfinandd inditution

provided that the short term debt instruments of such ingtitution have an gpproved
credit rating.

"cash cover" means cash held by amutua fund, in addition to any cash required to be held
for other purposes, such as redemptions and other positionsin permitted derivatives,

"clearing corporation option" means an option issued by a permitted clearing corporation
but does not include an option on futures,
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(6)

()

(8)

©)

(10)

(11)

(12)

"commodity”, means, whether intheorigina or aprocessed state, any agricultura product,
forest product, product of the sea, mineral, metal or hydrocarbon fuel product or precious
stone or other gem but does not include cash;

"contractua plan™ meansany contract or other arrangement for the purchase of securitiesof
amutua fund by payments over aspecified period or by a specified number of payments
where the amount deducted for any one of the payments as sdles chargesislarger than the
amount that would have been deducted from such payment for sales chargesif deductions
had been made from each payment at a congtant rate for the duration of the plan;

"convertiona convertible securities', refers to securities of an issuer that are convertible
into, or exchangeablefor, other securities of theissuer, or an affiliate thereof, provided that
the conversion or exchange thereunder cannot be settled or satisfied by acash paymentin
lieu thereof;

"conventiona warrantsor rights', refersto listed securities of anissuer (other than aclearing
corporation) which give the holder the right to purchase additiona securities of the issuer,
or of an affiliate of the issuer, and none of the obligations of the issuer or its ffiliate
thereunder can be settled or satisfied by a cash payment in lieu thereof;

"deder manager” means.
@ any deder who acts as a portfolio adviser;

(b) any portfolio adviser inwhich any deder or any partner, director, officer, sdlesman
or principa shareholder of a deder directly or indirectly has in the aggregate a
more than 10% interest; and

(© any partner, director or officer of any portfolio adviser referred to in clause (b);

and the expression "dede™ as usad in this definition of deder-manager means a dedler
other than a dealer whose activities as adeder are restricted to acting solely in respect of
mutual fund securities;

"deder managed mutua fund” means a mutud fund whose portfolio adviser is a deder
manager;

"debt-like security” means a security (other than a conventiona convertible security or a
conventiond floating rate debt instrument) which evidences an indebtedness of the issuer
where (i) the amount of interest and/or principd to be paid to the holder islinked in whole
or in part by formulato the gppreciation or depreciation in the market price, vaue or level
of one or more underlying interests on a predetermined date or dates, or (ii) where the
security provides the holder with a right to convert or exchange the security for the
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(13)

(14)

(15)

(16)

(17)

underlying interest or to purchase the underlying interest; provided, however, that for the
purposes of this palicy, if on the date of initia issue the value of the component which is
linked to an underlying interest accounts for less than 20% of the totdl market vaue of the
security, the security shall not be considered to be a debt- like security but instead shall be
considered to be debt;

"derivatives' meansingruments, agreementsor securitiesthe value of which isbased upon
the market price, vaue or level of an index, or the market price or vaue of a security,
commodity, economic indicator or financia ingrument other than:

@ conventiona convertible securities,

(b) asset backed securities;

(© securities of amutud fund;

(d) index participation units,

(e securities of anon-redeemable fund;

® government or corporate strip bonds;

9 listed equity dividend shares of subdivided equity or fixed income securities,
"equivaent debt” shall mean any debt which ranksequadly with, or, if thereis no such detat,
is subordinate to, the clam for payment which may arise under an over--the-counter
option, forward contract or debt-like security;

"foreign securities’ means securitiesissued by anissuer that is condtituted under the laws of
ajurisdiction other than Canada or a Province or Territory of Canada and carries on a
subgtantia portion of its activities outsde of Canada;

"forward contract” means a contract to:

@ make or take ddivery of the specified interest underlying the contract; or

(b) sttlein cashinlieu of ddivery;

at adesignated future date at a price agreed upon when the contract is entered into, where
the contract is neither traded on a permitted futures exchange nor issued by a permitted
clearing corporation;

"futures contract” means a contract traded on a permitted futures exchange to:

Page 6 of 66



(18)

(19)

(20)

(21)

@ make or take ddivery of the underlying interest of the contract at afuture date; or

(b) settle the difference between the future value of a specified quantity of the
underlying interest a the time that the contract was entered into and itsva ue at the
expiraion date,

pursuant to standardized termsand conditions as set out inthe by-laws, rulesor regulaions
of the futures exchange upon which the contract is entered into, where trades in such
contracts are cleared by a clearing corporation;

"government securities’ means bonds, debenturesor other evidences of indebtedness (other
than debt- like securities), having aterm of oneyear or more, issued or fully guaranteed as
to principd and interest by any of the Federd, Provincid or Territorial Governments of
Canada, or the Government of the United States of America, or the bonds, debentures or
other evidences of indebtedness (other than debt-like securities) having an gpproved credit
rating and a term of one year or more, issued or guaranteed by the government of any
sovereign state or any supranaiona agency;

"hedging" or to "hedge’ means to enter into a transaction, or a series of transactions, the
intended effect of which, or the intended cumulative effect of which, is the offset or
reduction of the risk associated with dl or aportion of an existing investment or group of
investments. A transaction which offsets or reducestherisk associated with dl or aportion
of an exiging investment, or group of investments, is a transaction, or a series of
transactions, of equivaent underlying market exposure thet is opposite to the position, or
the portion of the position, being hedged. For the transaction to offset or reduce the risk
associated with an investment, or group of investments, there must be a high degree of

correlation between changesin the market value of theinvestment, or group of invesments,
being hedged and the ingrument or instruments with which the postion is hedged. There
need not be complete congruence between the hedging instrument, or instruments, and the
position being hedged provided that it is reasonable to regard the one as a hedging

ingrument for the other, taking into account the closeness of the relationship between
fluctuations in the price of the two. It is essentid that changesin the price of the hedging
instrument do not more than offset the effect of price changesin theinvestment, or group of
investments, being hedged. The term "hedging” shdl aso include the hedging of dl or a
portion of the currency exposure of an existing investment or group of investments either
directly or by currency cross hedging. The term "hedge’ shdl mean the investment or
position resulting from the activity of hedgng.

"illiquid invetments' means the investments which are referred to in Section 2.06;
"listed" meanslisted on astock exchange, optionsexchange, permitted futures exchange or

quoted on the National Association of Securities Dedlers Automated Quotation System,
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(22)

(23)

(24)

(25)

(26)

(27)

(28)

(29)

(30)

"liged warrants’, means listed securities of an issuer (other than a clearing corporation)
which areput or cal options, the capital shares of subdivided equity securities, or warrants
or rights (including conventiona warrants or rights and index and commodity warrants);

"long position”, with respect to:

@ clearing corporation options, over-the-counter optionsand listed warrants, refers
to amutud fund holding a position which entitles the mutua fund to purchase, s,
receive or deliver the underlying interest (or pay or receive cash in lieu thereof);

(b) futures and forward contracts, refers to a mutua fund holding a position which
obliges the mutua fund to accept ddivery of the underlying interest (or pay or
receive cash in lieu thereof);

(© cal options on futures, refers to amutud fund holding apasition which entitlesthe
mutua fund to eect to assume along position in futures, and

(d) put options on futures, refersto amutud fund holding aposition which entitles the
mutua fund to eect to assume a short pogtion in futures.

"manager” means a person or company who has the power or responsibility to direct the
affars of the mutua fund but does not include a person or company who is not associated
or afiliated with the promoter or trustee of the mutua fund and whose dutiesare limited to
managing theinvestment portfolio of the mutud fund and the provison of investment advice
in connection therewith;

"option on futures' means an option cleared by a clearing corporation and traded on a
permitted futures exchange to assume along or short pogition in a futures contract;

"over-the-counter-option" refers to an option which is neither listed nor cleared by a
permitted clearing corporation;

"permitted clearing corporation” means any of the clearing corporations identified in

Schedule Il hereto, or any other clearing corporation that may be recognized by the
securities authorities,

"permitted derivatives' means clearing corporation options, futures contracts, options on
futures, over-the-counter options, forward contracts, debt-like securities and listed
warrants,

"permitted futures exchange" means any of the futures exchangesidentified in Schedulelll
hereto or any other futures exchange designated in writing by the securities authorities,

"permitted mortgages' means mortgages guaranteed or insured by the Government of
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(31)

(32)

(33)

(34)

(35)

(36)

Canada or by the Government of any Province of Canada or by any agency of any such
Government and includes mortgages insured under the National Housing Act (Canada) or
amilar provincid dautes;

"portfolio adviser" meansaperson or company that providesinvestment advice pursuant to
acontractua arrangement with the mutua fund or itstrustees or other lega representative
or with the manager of the mutua fund under which the mutua fund is provided with
investment advice, done or together with adminigtrative or management services, for
valuable consderation;

"portfolio securities' incdludes dl cash, gold, permitted derivatives, mortgages and securities
owned by the mutua fund;

"principd digtributor" meansaperson or company through whom securitiesof amutua fund
aredistributed pursuant to acontractua arrangement with themutud fund or itstrusteesor
other legd representative or with the manager of themutua fund providing for an exclusve
right to digtribute the securities of the mutud fund in a particular area.or any festure which
givesor isintended to give such person or company amaterial competitive advantage over
othersin repect of the distribution of the securities of the mutua fund;

"prospectus’ meansaconventiond prospectus or asmplified prospectus, together withthe
rdated annud information form, and al amendments thereto;

"redtricted securities’ means securities, theresde of whichisrestricted or limited by means
of arepresentation, undertaking or agreement by the mutual fund or by the mutua fund's
predecessor in title or by law, but "redricted securities' do not include permitted
derivatives,

"ghort pogition”, with respect to:

@ clearing corporation options, over-the-counter optionsand lited warrantsrefersto
amutua fund having aposition which, a theection of another, obligesthe mutud
fund to purchase, e, receive or ddliver the underlying interest (or pay or receive
cash in lieu thereof);

(b) futures and forward contracts refers to a mutud fund holding a position which
obliges the mutua fund to ddiver the underlying interest (or pay or receive cashin
lieu thereaf);

(© cdl options on futures, refers to a mutua fund holding a position which, at the

election of ancther, obliges the mutua fund to assume a short pogition in futures,
and
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(d) put gotions on futures, refers to a mutua fund holding a position which, a the
election of another, obligesthe mutua fund to assume along position in futures,(37)
"standard investment restrictions and practices’ means the investment restrictions
and investment practices set out in Sections 2.04 and 2.05;

(38) "underlying market exposure' with respect to apostion in:

@ anoption, refers, at any time, to the quantity of the underlying interest of the option
position multiplied by the current market vadue of one unit of such underlying
interest, multiplied, in turn, by the option's delta, where ddlta is a postive or
negative number that measures the sengtivity of an option's market vaue to
changes in the vaue of the underlying interest of the option; or

(b) afutures or forward contract, refers, a any time, to the quantity of the underlying
interest in respect of such position multiplied by the current market vaue of oneunit
of such underlying interest.

SECTION 1.02 - APPROVAL OF SECURITIESAUTHORITIES

Wherethis policy contemplatesthat action may not be taken without the gpproval of the securities
authorities, the approva of the securities authorities to any such action being taken, unless otherwise
expressy provided, shdl be considered to begivenif the action isdisclosed in aprospectusand areceiptis
issued for the prospectus by the respective securities authoritieswith which the prospectusisfiled, provided
that at or prior to the time of filing the prospectus dl such matters requiring the approva of the securities
authoritiesare expressy brought to the attention of the securitiesauthorities by means of aseparate | etter or
memorandum addressed to the securities authorities specifying the matterswhich require the gpprova of the
securities authorities and indicating the reasons why consideration should be given by the securities
authorities to granting such gpprova.

SECTION 2
INVESTMENTS

SECTION 2.01 - INVESTMENT POLICY STATEMENTS
Where amutua fund intends to:
(@D} invest a gpecific portion of its assetsin Canadian securities or in foreign securities,
2 invest in foreign securities;
3 invest a gpecific portion of its assetsin a particular type of security (e.g. bonds, common

shares, preferred shares, money market insruments);
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4 concentrate itsinvestments in a particular class or kind of industry;
) invest in property other than securities,

(6) invest in or use permitted derivatives,
the policy shal be stated in the progpectus of the mutua fund.

SECTION 2.02- QUALIFICATION FOR PLANSREGI STERED UNDER THE INCOME TAX ACT
(CANADA)

Wherethe securitiesof the mutud fund are or will beagudlified investment within the meaning of the
Income Tax Act (Canada) for retirement savings plans, deferred profit sharing plans or other savings plans
registered under the Income Tax Act (Canada) and where the mutua fund is or will be recognized asa
registered investment within the meaning of such Act, the rdevant information and the effect of such
qudification shdl be disclosed in the prospectus of the mutud fund, together with a Satement asto the
limitations, if any, imposad by such Act on the portion of such planswhich may be invested in the securities
of the mutua fund without subjecting such plans to taxes or penaties under such Act.

If the securities of the mutua fund are not or will not be qudified invesments for such plans, a
statement to that effect shall be made in the prospectus.

SECTION 2.03 - "LEGAL FOR LIFE" STATEMENTS

A prospectus may not contain reference to an opinion that the securitiesissued by the mutua fund
are digible invesments for pension funds, insurance companies, trust companies or loan companies
governed by specified satutes unlessthe mutual fund satisfies the securities authoritiesthet the referenceto
thedigibility opinionisnot mideeding in the context having regard to thefact that the securities of the mutual
fund are being offered for sale on a continuous basi s rather than being sold on thefixed date asat which the
eligibility opinion is given aswell asto any other relevant facts

SECTION 2.04 - INVESTMENT RESTRICTIONS
@ A mutud fund shal not without the prior approva of the securities authorities

@ purchase securities of any issuer, (other than the securitiesissued or guaranteed by
the Government of Canada or an agency thereof or by the Government of any
Province of Canada or any agency thereof or by the Government of the United
States of Americaor an agency thereo) if, after giving effect thereto, more than
10% of the net assets of the mutua fund, taken a market vaued thetime of such
purchase, would be invested in the securities of such issuer;

(b) purchase securities of any issuer, (other than the securitiesissued or guaranteed by
the Government of Canada or an agency thereof or by the Government of any
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(©

(d)

(€

(f)

@

(h)

1)

(k)

Province of Canada or any agency thereof or by the Government of the United
States of America or an agency thereof) if, after giving effect thereto, the mutua
fund would hold more than 10% of any class or series of a class of securities of
such issuer, provided that for the purpose of making this determination, al debt
obligations of an issuer maturing in less than one year and dl unlisted permitted
derivatives of anissuer, shal beregarded asasingle series of aclassof securities,

purchase red estate;
purchase mortgages other than permitted mortgages;

purchase permitted mortgages if following such purchase more than 10% of the
total assets of the mutud fund (taken at market vaue at the time of such purchase)
would congst of permitted mortgages,

purchase restricted securitiesif following such purchase morethan 10% of thetotal
assts of the mutud fund (taken a market value at the time of purchase) would
congg of illiquid investments;

purchase securities for the purpose of exercising control or management of the
issuer of such securities,

purchase gold or gold certificatesif following such purchase morethan 10% of the
total assets of the mutua fund (taken a market value a the time of such purchase)
would consst of gold and gold certificates, provided that any purchase of gold
certificates shal be restricted to gold certificates issued by an issuer approved by
the securities authorities,

purchase or sdl derivatives except for permitted derivatives, and except as
specificaly permitted by this palicy;

purchase or sall commodities, provided thet the restriction herein contained will not
restrict the mutua fund from purchasing or sdlling gold or gold certificates to the
extent that such purchase or sdleis not otherwise restricted pursuant to Section

2.04(1)(h);

invest in securities of any other mutud fund, provided that nothing herein contained
will prevent amutud fund from investing in:

() securities of any other mutua fund where:

(A)  adequate provisons are made to address any conflicts which
result in the mutua funds by reason of such investment and such
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@)

provisonsare described in the prospectus of the mutua fund; and

(B)  thearrangement between or in respect of themutua fundsissuch
S0 as to avoid the duplication of management fees and sdes
charges and such arrangement is described in the prospectus of
the mutud fund; and

(C)  dther such other mutua fund is qudified for sale pursuant to a
prospectus which has been filed and accepted in the Provinces or
Territories of Canada where the securities of the mutua fund are
qudified for sde pursuant to a prospectus which has been filed
and accepted in such Provinces or Territories of Canada; or

(D)  theonly way that themutud fund may invest in aforeign country is
through a mutua fund established with the gpprovd of the
Government of such foreign country and thereisdisclosurein the
prospectus of the mutua fund of the risk factors which may be
associated with the investment in foreign countries such as the
impogtion of foreign investment and exchange control laws and
the fact that financia and other reporting and auditing standards
and practices and disclosure may be less extensve than
comparable requirements in Canada and the United States; or

(i) Toronto 35 Index Participation Unitswhich are listed or are qudified for
sale pursuant to a prospectus which has been filed and accepted in the
Provinces and Territories of Canada;

A mutud fund may purchase, sell or otherwise take aposition in apermitted derivative for
non-hedging purposes, provided that, for the purpose of complying with Section 2.04(1),
the mutua fund must determine its exposure to the investment that forms the underlying
interest of the permitted derivative by adding:

() the underlying market exposure that the podtion in the permitted derivative
provides to such investment;

to:

(i) the underlying market exposure to such investment provided by other permitted
derivatives, if any, held by the mutud fund for non-hedging purposes, and

(i)  theexposure represented by the direct holding of such investment, if any, held by
the mutua fund, provided that, with respect to a permitted derivative which has
underlying market exposure to astock or bond index that includes the investment
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asacomponent, the market exposure that such investment representsin such index
shdl not be included in the foregoing ca culation where the investment represents
less than 10% of the stock or bond index.
3 The provisons of Section 2.04(1)(d) and (21)(€) do not gpply to a mutud fund thet is
subject to and complies with the provisions of Nationa Policy Statement No. 29.

4 With respect to the provisons of Section 2.04(1)(K)(i):

@ The securities authorities recommend that representatives of amutud fund which
proposesto invest in another mutua fund approach the securities authorities prior
to filing any materid to review the adequacy of the provisions proposed to be
made to address any conflicts which result in the mutua funds by reason of such
investment.

(b) The prior approva of the securities authoritiesis required to be obtained before a
mutud fund may:

() invest morethan 10% of its net assets (taken at market value at thetime of
such investment) in another mutud fund, or

(in) hold more than 10% of any class or series of a class of securities of
another mutual fund.

In determining whether or not such gpprovaswill be granted anumber of factorswill be consdered by the
securities authorities including what provisons have been or will be made to address concerns such asthe
compdtibility of the fundamenta investment objectives of the mutua funds, any conflictswhich result inthe
mutua funds by reason of such investment, theright of securityholdersof the mutud fund to receivenatice of
and to vote upon fundamental changes occurring in the other mutua fund, the arrangementsfor continuous
disclosure materids of the other mutud fund to be provided to the securityholders of the mutua fund,
whether or not there are redemption fees or other charges if securityholders of the mutua fund should
redeem the securities of the mutua fund which they own in response to afundamental change occurring in
the other mutud fund. Accordingly, the securities authorities recommend that, if a mutud fund is
contemplating an investment in another mutual fund which will exceed the limitsreferred to in dlauses (i) or
(ii) of this paragraph, representatives of the mutua fund should approach the securities authorities prior to
filing any materid to determine whether such an investment would be permitted and if so what conditions
would be applicable to such an investment.

SECTION 2.05 - INVESTMENT PRACTICES
A mutud fund shal not without the prior gpprova of the securities authorities:

@ pledge any of its assats (except as may be required for posting margin to effect the
transactions described in Section 2.07) or mortgage any of its assets or borrow money
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)

3)

(4)
Q)

(6)

()

(8)
©)

(10)

(11)

except as a temporary measure for the purpose of accommodating requests for the
redemption of securitiesissued by the mutua fund while effecting an orderly liquidation of
portfolio securities, and then only if after giving effect to such borrowing the outstanding
amount of al such borrowings does not exceed 5% of the net assets of the mutua fund
taken at market value at the time of such borrowing;

invest more than 10% of its net assats (taken a market vaue at the time of investment) in
illiquid investments,

purchase securities on margin, and, for greater certainty, margin pledged on account for
postionsin permitted derivatives as described in Section 2.07 shdl not be deemed to be
the purchase of securities on margin for the purpose of this Section 2.05(3);

sl securities short, other than as specificaly permitted by Section 2.07;

purchase any security which may by its terms require the mutud fund to make a
contribution in addition to the payment of the purchase price other than a permitted
derivative pursuant to a transaction described in Section 2.07 and provided that this
regtriction shdl not apply to the purchase of securities which are paid for on an instament
basis where the total purchase price and the amount of al such indamentsis fixed at the
timethefirg ingdment is pad;

engagein the busnessof underwriting securities or marketing to the public securities of any
other issuer;

lend money, provided that this restriction shal not gpply so asto prevent the purchase of
debt obligations;

lend portfolio securities,
guarantee the securities or obligations of any other person or corporation;

purchase securities other than through normal market facilities unless the purchase price
approximates the prevailing market price or is negotiated on an arm's length basis;

contract with the manager or the portfolio adviser or the trustee of the mutua fund or with
any director or officer of the mutud fund or of the manager or of the portfolio adviser or of
the trustee of the mutua fund or with any of their respective associates or afiliates or with
any entity having fewer than 100 participants of record of which any director or officer of
the mutual fund may be a director, officer or participant as principasin making purchases
or sdes of portfolio securities.

SECTION 2.06 - ILLIQUID INVESTMENTS
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The expresson "illiquid investments' as used in this policy means investments which may not be
reedily disposed of in a marketplace where such investments are normaly purchased and sold and public
guotationsin common usein respect thereof areavailable at an amount at least equa to theamount at which
such investments are va ued for the purpose of determining the net asset value of the mutua fund. Wherein
the case of any investment there is no marketpl ace where such investment may normally be purchased and
sold and public quotations in common use in respect thereof are avallable, such investment will be
consdered to bean illiquid investment notwithstanding thefact that the manager or the portfolio adviser of a
mutua fund or a director or officer of the manager or portfolio adviser of a mutua fund or any of their
respective associates or affiliates has agreed to purchase the investment. Examples of illiquid invesments
include but are not limited to: limited partnership interests that are not listed and securities of a private
company. Over-the-counter options entered into for non-hedging purposes are deemed to be illiquid
investments. Over-the-counter optionsentered into for hedging purposesin accordance with thispolicy are
not deemed to beilliquid invesments.

SECTION 2.07 - PERMITTED TRANSACTIONSIN DERIVATIVES

@ Where consgtent with its expressed investment objectives and not contrary to its
investment restrictions and subject to the conditions as herein provided, amutud fund may:

@ for hedging purposes only;
() use permitted derivatives,

(b) with respect to options, optionson futures, listed warrants and debt-like securities
which have an options component:

() purchase clearing corporation options, over-the-counter options, options
on futures, listed warrants and debt- like securities which have an options
component, provided that not more than 10% of the net assets of the
mutua fund, taken a market vaue at the time of such purchase, would
congg of such instruments.

(i) write clearing corporation call options or over-the-counter call options,
provided that, aslong asthe position remains open, the mutud fund holds,
and continuesto hold:

(A)  anequivdent quantity of the underlyinginterest of such options; or
(B) aright or obligation to acquire an equivdent quantity of the
underlying interest of the options and cash cover in an amount
which together with margin on account in respect of such position
isnot less than the amount, if any, by which the strike price of the
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(©

(i)

right or obligation to acquire the underlying interest exceeds the
strike price of the written options; or

(C)  any combination thereof, from timeto time;

write clearing corporation put options or over-the-counter put options,
provided that, aslong asthe position remains open, the mutud fund holds,
and continues to hold:

(A)  arightor obligation to sdl an equivaent quantity of the underlying
interest of the options and cash cover in an amount which together
with margin on account in repect of such positionsisnot lessthan
the amount, if any, by which the gtrike price of the written options
exceeds the drike price of the right or obligation to sdl the
underlying interest; or

(B)  cashcoverinanamount which, together with margin on accountin
respect of the options position, is not less than the strike price of
the options; or

(C)  any combination thereof, from timeto time.

with respect to futures, forwards and debt- like securities which have acomponent
which isalong postion in aforward contract:

()

(if)

open and continue to maintain long positionsin futures contracts, forward
contracts or debt-like securities which have a component whichisalong
position in a forward contract, provided that the mutual fund holds, and
continuesto hold, cash cover in an amount which, together with marginon
account in respect of the permitted derivative and the market value of the
permitted derivative, is not lessthan, on adally marked-to-market bas's,
the underlying market exposure of the permitted derivative;

open and continue to maintain short postions in futures contracts or
forward contracts, provided that the mutua fund holds and continues to
hold:

@ an equivaent quantity of the underlying interest of such contracts;
or

(B) aright or obligation to acquire an equivdent quantity of the
underlying interest of the contracts and cash cover together with
margin on account in respect of such position in an amount which
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Q).

isnot 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 such contracts; or

(C)  any combination thereof, from timeto time;

(i)  assumethe pogition in the futures contracts underlying options on futures
upon the exercise of the option, provided that the mutua fund complies
with the other provisions of this paragraph (c).

In addition to the provisions of Section 2.07(1):

@

(b)

(©

amutud fund that has written a clearing corporation call option or an over-the-
counter call option, and, in accordance with sub-paragraph 2.07(2)(b)(ii)(B), holds
the right or obligation to acquire an equivaent quantity of the underlying interest,
must ensure that the expiry date of theright or obligation to acquire the underlying
interest occurs on or after the expiry date of the written call option;

amutud fund that has written a clearing corporation put option or an over-the-
counter put option, and, in accordance with sub-paragraph 2.07(1)(b)(iii)(A),
holdstheright or obligation to sell an equivadent quantity of the underlying intere<t,
must ensure that the expiry date of the right or obligation to sell the underlying
interest occurs on or after the expiry date of the written put option;

amutua fund may not purchase an over-the- counter option or enter into aforward
contract unless:

() the over-the-counter option or forward contract hasaterm not exceeding
threeyears, and, a the time of the transaction, the over-the-counter option
or forward contract, or equivaent debt of the issuer of such option or
contract, has an approved credit rating; or

(i) the over-the-counter option or forward contract has a term exceeding
three yearsbut not exceeding five yearsand, at thetime of the transaction:

(A)  the over-the-counter option or forward contract provides the
mutud fund with aright, at itsdection, to eiminateits exposureto
theissuer of the over-the-counter option or forward contract after
3years, and

(B)  the over-the-counter option or forward contract, or equivaent

debt of the other party thereto has, at the time of the transaction,
an gpproved credit rating.
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Inthe event that the credit rating in respect of an over-the-counter option or forward contract, or the credit
rating of the equivaent debt of the issuer thereof, falsbelow the leve of approved credit rating during the
term thereof, the mutua fund must take such steps as are reasonably required to close out itspodtioninan
orderly fashion with respect thereto.

3 Notwithstanding anything e se provided for in this policy statement, amutua fund may enter
into tradesto close out positionsin permitted derivatives and the cash cover held to cover
the underlying market exposure may be released to the extent a position is closed out.

4 Inaddition to purchases of derivatives permitted under sub-paragraphs2.07(1)(a) and (b),
nothing herein contained will prevent:

@
(b)
(©
® @

(b)

(©

the acquisition of securities that have attached thereto conventiona warrants or
rights;

the acquistion of securities that are offered in units conggting in pat of
conventiona warrants or rights; or

the acquidition of conventiona warrants or rightsthat areissued to the mutud fund
as aholder of any security.

A mutud fund may only invest in or use clearing corporation optionsand over-the-
counter optionsif the portfolio adviser advising with respect to such investmentsor
usesisregisered asan adviser and meetsthe proficiency requirementsfor advising
with repect to optionsin the principa jurisdiction in Canadain which the portfolio
adviser carries on its business.

A mutud fund may only invest in or use futures and options on futures if the
portfolio adviser advising with respect to such investments or usesisregistered as
an adviser in ajurisdiction within Canada where such regigtration is required and
meetsthe proficiency requirementsfor advising with respect to futuresand options
on futuresin such jurisdiction.

Notwithstanding subsections 2.07(5)(a) and (b), amutua fund may investin or use
clearing corporation options, over-the-counter options, futures and options on
futures, as the case may be, provided that:

() aportfolio adviser of the mutud fund, quaified as provided in paragraphs
(@ or (b), as the case may be, receives advice in respect of such
investment or use from a portfolio adviser whose principd place of
businessis located outside of Canada ("nonresident adviser) solong as:

(A)  theabligationsand dutiesof the nonresdent adviser areset out in
awritten agreement with the portfolio adviser; and

(B)  theportfolio adviser agrees, in adocument providing rightsto the
mutud fund, to be respongble for the advice received from the
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(6)

()

(i)

non-resident adviser; or

if the mutua fund is advised directly by a non-resdent adviser, the mutud fund
receives the prior gpprova of the securities authorities to the use of such non
resdent adviser. In goplying for such goprova the mutud fund must provide the
following information:

(A)  thename of the non-resident adviser;

(B)  theaddressof the principa place of business of the non-resident adviser;
(C)  theassets under the adminigtration of the non-resident adviser;

(D)  thejuridictionsin which the non-resident adviser is registered, if any;

(E)  theregidration requirements to which the non-resident adviser is subject;
and

() such other information as the securities authorities may require.

In consdering whether to grant such approva the securitiesauthoritiesmay require
the regigtration of the non-resident adviser where the non-resident adviser is not
registered in a comparable jurisdiction or does not meet proficiency requirements
comparable to the requirements in the jurisdictions within Canada that impose a
registration requirement and in making such determination the securities authorities
may consder whether the non-resident adviser has the equivdent educationa
qualifications or experience.

A mutud fund whose congating documents do not prohibit it from using a permitted
derivative and which intends to use such a permitted derivative mugt in its annud
information form or prospectus:

@

(b)

explan how the permitted derivative will be used in conjunction with other
securities to achieve the mutud fund's investment and risk objectives; and

describe the limits of and risks involved in the mutud fund's intended use of the
permitted derivetive; and

provide an abbreviated verson of such information inits smplified prospectus.

A mutua fund using permitted derivatives in accordance with this policy is not required to
comply with the rules and policies applicable to acommodity pool and shal not describe
itsedf as a commodity pool or as a vehicle for investors to participate in the speculative

Page 20 of 66



(8)

trading of, or leveraged invesment in, derivatives.

Writing over-the-counter options and selling forward transactions congtitutes distributions
of securities for which a progpectus may be required or for which specific or blanket
exemptive relief may be necessary under the gpplicable securities legidation. The mutud

fund, asthe writer of the over-the-counter option or seller of theforward contract may be,
ineffect, anissuer digtributing securities. Accordingly a mutud fund and itsadvisers, before
writing over-the-counter options or selling forward contracts should ensure that such

digribution of derivativesisin compliance with the applicable securities legidation.

SECTION 2.08 - DISCLOSURE IN PROSPECTUS OF ADHERENCE TO STANDARD
INVESTMENT RESTRICTIONS AND PRACTICES

It shall not be necessary to state the standard investment restrictions and practicesin a prospectus

provided that:

@

)

the prospectus includes a statement to the effect that
() the mutud fund has adopted the standard investment restrictions and practices,

@i the standard investment restrictionsand practicesare deemed to beincorporated in
the prospectus; and

(i)  acopy of thestandard investment restrictions and practiceswill be provided by or
on behdf of the mutud fund to any person requesting the same;

any investment retrictions or investment practices in addition to the standard investment
redtrictions and practices that have been adopted by the mutua fund (including any
variationsfrom the standard investment restrictions and practi cesthat have been approved
by the securities authorities) are set forth in the prospectus.

SECTION 3
NEW MUTUAL FUNDS

SECTION 3.01 - INITIAL INVESTMENT IN A NEW MUTUAL FUND

Theinitid investment in a new mutud fund shal be a least $150,000, which investment shdl be
provided by themanager of the mutua fund or by the portfolio adviser or promoter or goponsor of the mutua
fund or by the directors, officers or shareholders of themanger of the mutua fund or of the portfolio adviser
or promoter or sponsor of the mutud fund. The securities issued upon such investment shdl not be
redeemed until an additional $500,000 has been received from other investors. Where such initial
investment has not been provided, the minimum amount which must be subscribed through a"best efforts
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offering" is$500,000. If amutual fund consists of sectionsor parts, each section or part is considered to be
a separate mutua fund.
SECTION 3.02 - PROHIBITION AGAINST REIMBURSEMENT OF ORGANIZATION COSTS

The cogs of incorporation or formation and of theinitid organization of the mutua fund (including,
without limitation, the cods of the preparation and filing of the initid prospectus and the priminary
prospectus filed in connection therewith) shal be borne by ether the promoter or the sponsor or the
manager of the mutuad fund and the mutua fund shal not remburse any of them for these expenses or
assume any of such expenses.

SECTION 3.03 - DESIGNATION OF SECURITIES
Securitiesissued by an unincorporated mutua fund shdl be described by aterm other than "shares'.

SECTION 4
DEALER MANAGED MUTUAL FUNDS

SECTION 4.01 - QUALIFICATION OF DEALER MANAGER
Any registered dealer may act as a dedler manager provided that:

@ the securities authorities are satisfied that the dedler manager has one or more individuas
who are directly responsible for the portfolio management of the mutud fund who would
qudify, if separatdy registered, for regidtration as an investment counsel and portfolio
manager; and

2 the dedler manager complieswith thelaws and policiesfrom timeto time promulgated and
gpplicable to portfolio managers.

SECTION 4.02 - PROHIBITED INVESTMENTS

A deder managed mutud fund shal not knowingly make an investment in any class of securities of
any issuer’, other than thoseissued or guaranteed by the Government of Canadaor by an agency thereof or
by the Government of a Province of Canada or by an agency thereof,

@ for which any person or company who is a deder manager of such mutua fund or whois
an associate or dfiliate of such deder manager has acted as an underwriter in the
digtribution of such class of securities of theissuer (except asamember of the salling group
digtributing 5% or less of the securities underwritten) for a period of at least 60 days

1. . ] ] _—
including certain permitted derivatives
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following the conclusion of the distribution of the underwritten securities to the public; or

(b) of which any partner, director, officer or employee of aperson or company whoisadeder
manager of such mutua fund or any partner, director, officer or employee of any affiliate or
associate of such dealer manager isan officer or director, provided thet thisprohibition shall
not apply where any such partner, director, officer or employee does not:

() participate in the formulation of investment decisions made on behdf of the deder
managed mutua fund,

(in) have access prior toimplementation to investment decisons made on behdf of the
dedler managed mutud fund, and

@ii)  influence (other than through research, dtatistica and other reports generaly
availableto clients) theinvestment decisons made on behdf of the deder managed
mutua fund.

It shdl not be necessary to Satethe foregoing provisionsin aprospectusif the congtating documents
of themutua fund or the laws applicable to the mutud fund contain subgtantialy smilar provisonsto those
Set out in this Section 4.02.

SECTION 4.03 - DEALER MANAGER ACTING AS PRINCIPAL

Notwithstanding the provisonsof Section 2.05(11), the deder manager of aded er managed mutud
fund or an &ffiliate or associate of the dedler manager may contract with the dedl er maneged mutua fund as
principal in making purchases or sales of portfolio securities, provided that the price payable for the
portfolio securities, in the case of a purchase of portfolio securities, is not more than the ask price of such
portfolio securities asreported by any public quotationsin common use which may be available and, inthe
case of asdeof portfolio securities, isnot less than the bid price of such portfolio securities as reported by
any public quotations in common use which may be available.

(Note: In Ontario and Alberta a blanket exemption order will be required in order to permit the foregoing. 1n Quebec,
an amendment to the Securities Act would be required to permit this.)

SECTION 5
CERTIFICATES

SECTION 5.01 - MANAGER TO SGN PROSPECTUS

In addition to any other certificates that may be required to be signed by any person or body
corporate under gpplicablelaw, the manager of amutud fund shal sign the same certificate in aprospectus
that is required to be sgned by the mutua fund, which certificate shdl be sgned by the chief executive
officer of the manager, by the chief financid officer of the manager, and on behdf of the board of directors
of the manager, by any two directors of the manager; other than the foregoing, duly authorized to sign.
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Where the manager has only three directors, the certificate shal be signed by al of the directors of
the manager.

Where the securities authorities are satisfied upon evidence satisfactory to them that either or both
of the chief executive officer or chief financid officer of the manager isfor adequate cause not avallableto
sgnthe certificate, the securities authorities may permit the certificate to be signed by any other resporsible
officer or officers of the manager in lieu of ather or both of the chief executive officer or chief financid
officer.

Wherethe manager of the mutua fund isabody corporate, evidence of the authority of the officers
and directors of the manager who sgn the certificate on behdf of the manager must be filed with the
prospectus.

SECTION 5.02 - TRUSTEED MUTUAL FUNDS

Whereamutuad fund isestablished asatrugt, the certificate required to be sgned by the mutua fund
shdl be sgned asfollows:

() where any trugtee of the mutua fund isan individud, by each individud whoisatrustee or
by aduly authorized atorney of such individud, with evidence of such atorney's authority
to sgn the certificate being filed with the prospectus,

@i where any trustee of the mutud fund is a body corporate, by the duly authorized signing
officer(s) of such body corporate, with evidence of the authority of such signing officer(s) to
ggn the certificate being filed with the prospectus;

provided that, wherethe declaration of trust established the mutua fund del egatesthe authority to do so, the
certificate required to be signed by the mutua fund may be signed by the person to whom such authority is
delegated with evidence of the authority of the person signing the certificate to befiled with the prospectus
and, where such signing authority has been delegated to abody corporate, with evidence of the authority of
the person signing the prospectus on behdf of the body corporate, o to be filed with the prospectus.

Notwithstanding the foregoing, where any trustee of the mutua fund is aso the manager of the
mutuad fund, the certificate required to be signed by the mutua fund shdl, in addition to any other
requirements that there may be under gpplicable law, be Sgned in the same manner as is prescribed in
Section 5.01.

SECTION 6
APPROVAL OF SECURITYHOLDERS FOR CERTAIN CHANGES

SECTION 6.01 - MATTERS REQUIRING SECURITYHOLDER APPROVAL
A mesting of the securityholders of the mutua fund shall be convened to consder and approve:

Page 24 of 66



@ achange (other than a change referred to in Section 6.03) in any contract or the entering
into of any new contract as a result of which the basis of the calculation of the fees or of

other expenses that are charged to amutua fund could result in an increase in chargesto
the mutua fund;

(b) a change of the manager of the mutud fund (other than to an dfiliate of the present
manager);

(© any change in the fundamenta investment objectives of the mutua fund,
(d) any change of auditors,;
(e any decrease in the frequency of caculating net asset vaue;

® subject to Section 6.03(3), the commencement of the use by the mutua fund of permitted
derivetives.

(9 any other matter which isrequired by the congtating documents of the mutua fund or by the
laws gpplicable to the mutua fund or by any agreement to be submitted to a vote of the
securityholders of the mutud fund;

It shall not be necessary to state the foregoing requirementsin aprospectusif the constating documents of
the mutua fund or the laws gpplicable to the mutua fund confer subgtantidly similar rights of approva on
securityholders of the mutud fund.

SECTION 6.02 - APPROVAL OF SECURITYHOLDERS

Unlessagreater mgority isrequired by the congtating documents of the mutua fund or by the laws
goplicable to the mutua fund or by any gpplicable agreement, the approva of the securityholders of the
mutud fund shall be deemed to be givenif expressed by aresolution passed at ameeting or meetings of the
securityholders of the mutua fund duly called and held for the purpose of consderingthe sameby at least a
mgority of the votes cadt.

SECTION 6.03 - CIRCUMSTANCES IN WHICH APPROVAL OF SECURITYHOLDERS NOT
REQUIRED

The gpproval of securityholdersis not required to be obtained for a change referred to in Section
6.01(a) where:

@ the mutua fund contracts a arm's length and with parties other than the manager of the
mutua fund or an associate or afiliate of the manager of the mutud fund, for dl or part of
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@)

the servicesit requiresto carry on itsoperations and the prospectus makesreferenceto the
fact that, athough the approva of securityholders will not be obtained before making the
changes, securityholders will be given at least 60 days notice before the effective date of

any change which isto be made which could result in an increase in charges to the mutua

fund and such notice is actudly given; or

the mutual fund has neither a sdles charge nor aredemption fee (other than aredemption
fee gpplicable only to redemptions effected within 90 days of the purchase of the securities
of themutua fund) if the prospectus of themutud fund indicatesthat securityholderswill be
given at least 60 days notice before the effective date of any change which is to be made
which could result in an increase in charges to the mutud fund and such naticeis actudly
given.

The approval of security holdersis not required to be obtained for a change referred to in Section 6.01(f)

where

3

achangeismadeto permit the mutua fund to use permitted derivativesin accordance with
this policy, the change would not otherwise require security-holder gpproval pursuant to
Section 6.01, security holderswill be given at least 60 days notice of the change before the
effective date of any such change, the notice includes the disclosure required by Section
2.07(6) of this policy and such notice is actudly given.

SECTION 6.04 - FORMALITIESWITH RESPECT TO MEETINGS OF SECURITYHOLDERS

A mesting of securityholders of amutua fund called to consider any matter referred to in Section
6.01 shdl be called on at least 21 days notice and the provisions of Nationa Policy No. 41, to the extent
that they are gpplicable to such meeting, shall be complied with in respect thereof. The notice calling the
meeting shdl contain or be accompanied by a satement which includes:

@

)
3

adescription of the change proposed and, where the matter is one referred to in Section
6.01(a), the effect that it would have had on the management expenseratio of amutua fund
had the change been in force throughout the mutua fund's last completed financid year;

the date of the proposed implementation; and

dl other information and documents necessary to comply with the applicable proxy
solicitation requirements in repect of such meeting.

SECTION 7
CUSTODIANSHIP OF PORTFOLIO SECURITIES

SECTION 7.01 - CUSTODIANSHIP OF PORTFOLIO SECURITIES

(1) Except asprovided in Section 7.01(12), dl portfolio securities of the mutua fund, must be held
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under the custodianship of aCanadian custodian that meetsthe guidelines prescribed in Section 7.02,which
cugtodian is hereinafter referred to asthe "Cugtodian”.

(2) Except asprovided in Sections 7.01(3), 7.01(9) and in Section 7.01(12), al portfolio securities
of amutud fund shdl be held by the Custodian in Canada.

(3) Where it is dedrable for the purpose of more expeditioudy effecting portfolio transactions
outside of Canada, the Custodian may hold the rdevant portfolio securities of the mutua fund outside of
Canada or may appoint sub-custodians to hold such portfolio securities outside of Canada and enter into
sub- cugtodianship agreements with such sub- custodiansto providefor the safekeeping of portfolio securities
of themutual fund on termsand conditions similar to the termsand conditions contained in the custodianship
agreement between the mutua fund and the Custodian, provided that adequate provisonismadein the sub-
custodianship agreements for the mutua fund, acting through the Custodian, to enforce itsrightsin respect
thereof and provide further that any sub- custodianship agreement may not permit any further del egation of
cugtodiad authority unlessthe prior written consent of the Custodian and the mutua fund has been given to
the specific custodid gppointments which are to be made by the sub-custodian. Where any further
delegation of custodia authority is made, adequate provision must dso be made for the mutua fund, acting
through the Custodian and the sub- custodian or sub-custodians, to enforceitsrightsin respect thereof. The
term "sub-custodian” as used in this Section 7 includes any sub-custodian, whether appointed by the
Custodian or appointed by a sub-custodian under the authority of the Custodian. Any sub-custodian
gppointed by or under the authority of the Custodian shal be a sub-custodian which meets the guidelines
prescribed in Section 7.03.

All custodianship agreements shal provide that the Custodian shall be required to review on a
periodic bass, not less frequently than annudly, dl custodid arrangements with the sub-custodians
gopointed by or under the authority of the Custodian to ensure that dl custodid arrangements are in
compliance with the provisons of this Section 7 and that dl sub-custodians so appointed comply with the
guidelines prescribed in Section 7.03 for sub- custodians and the Custodian shal make or causeto be made
any changesthat may be necessary to ensurethat al sub- custodians appointed by or under the authority of
the Custodian comply with the guiddines prescribed in Section 7.03 for sub-custodians.

(4) All custodianship agreementsshd | providethat the Custodian shdl, within 60 daysfollowing the
end of eachfinancid year of themutud fund, advise the mutua fund inwriting of the names and addresses of
al sub-custodians appointed by or under the authority of the Custodian and whether to the best of the
knowledge and belief of the Custodian after making reasonable enquiry, the sub- custodianscomply withthe
guiddines prescribed in Section 7.03 for sub-custodians and whether the custodid arrangements arein
compliance with the provisons of Section 7. A copy of such report shal be filed with the respective
securitiesauthoritiesin thejurisdictionswhere the securities of the mutud fund are quaified for sde pursuant
to a prospectus filed with and accepted by such securities authorities a the time of the annud refiling
thereof.

(5) All custodianship agreements shd| providethat, wherethe portfolio securitiesare not registered
inthe name of themutua fund, they shdl beregistered in the name of the Custodian or of asub-custodianor
their respective nominees with an account number or other designation in the records of the Custodian or
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sub-cugtodian or their respective nominees sufficient to establish that the beneficid ownerdhip of the
portfolio securitiesisvested in the mutual fund. Wherethe portfolio securitiesareissued in bearer form, the
custodianship agreement shdl providethat such portfolio securitiesshal be designated or segregated by the
Custodian or sub-custodian or their repective nominees 0 asto establish that the beneficia ownership of
such property is vested in the mutua fund. Comparable provisons shdl be incuded in any sub-
custodianship agreements entered into by or under the authority of the Custodian.

(6) All custodianship agreementsshd| provide, asaminimum standard of care, that the Custodianin
carrying out itsdutiesin respect of the safekeeping of the portfolio securities of the mutua fund or in dedling
with the portfolio securities of themutua fund under theingructions of themutua fund shal exerciseat leest
the same degree of care which the Custodian gives to its own property of asmilar kind being kept by the
Custodian and must providethat the Custodian shal assumethe entireresponsbility for loss occasioned by
reason of the negligence of or wrongful act of the Custodian'semployees, directorsor officers. Comparable
provisons shdl be included in any sub- custodian agreements entered into by or under the authority of the
Cugtodian.

(7) No custodianship agreement or sub-custodianship agreement may provide for the creation of
any mortgage, pledge, hypothec, charge, lien, security interest or other encumbrance of any nature or kind
on the portfolio securities except in respect of a clam for payment of the fees and expenses of the
Custodian or sub- custodian asthe case may bein connection with acting as Custodian or sub- custodian as
the case may be.

(8) No custodianship agreement or sub-custodianship agreement may contain a provison thet
would require the payment of any fee to the Custodian or sub-custodian in respect of the transfer of the
beneficid ownership of portfolio securities of the mutud fund other than the fees and expenses of the
Custodian or sub-custodian as the case may be for safekeegping and adminigtrative servicesin connection
with acting as Custodian or sub-custodian as the case may be.

(9) Where it s dedred to permit portfolio securities to be held in a book-based system, the
custodianship agreement may provide that the Custodian may arrange for the deposit and ddlivery of digible
portfolio securitieswith The Canadian Depository For Securities Limited or the Depository Trust Company
or with any other domestic or foreign depostory or clearing agency which is incorporated or organized
under thelawsof acountry or ajurisdiction within acountry and isduly authorized to operate abook- based
systeminthat country or isduly authorized to operate atransnationa book based system. Any book- based
system in which the Custodian arranges for the deposit and ddivery of digible portfolio securities shdl not
for the purposes of this policy statement be considered to be a Custodian or asub- custodian of the mutua
fund. As used herein, the expresson "book-based sysem” means a system for the centrd handling of
securitiesor equivalent book- based entries pursuant to which system al securitiesof any particular classor
series of any issuer deposited within the system are treated as fungible and may be transferred or pledged
by bookkeeping entry without physica delivery of such securities.

(10) A custodianship agreement and sub-custodianship agreement shdl contain such additiona
provisons as the mutual fund deems necessary or desirable to provide for the safekeeping of the portfolio
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securities of the mutua fund.

(12) Upon request, acopy of the Custodianship Agreement and of any sub-custodian agreements
entered into by or under the authority of the Custodian shdl be ddivered to the securities authorities

requesting the same.
(12 @
(b)
(©

Where amutud fund tradesin clearing corporation options, options on futures or
futures in accordance with this palicy, the mutua fund may depost portfolio
securities or cash as margin in respect of such transactions with adeder that isa
member of a saf-regulatory organization that is a participating member of the
Canadian Investor Protection Fund, provided that the amount of initid margin so
deposited does not, when aggregated with the amount of margin held by thededler,
exceed 10% of the net assats of the mutua fund.

Where it is desirable for the purpose of more expeditioudy effecting tradesin
clearing corporation options, options on futures or futures outside Canada, the
mutua fund may depost portfolio securities or cash as margin outside Canadain
respect of such trades provided that;

() in the case of futures and options on futures, the dedler isamember of a
permitted futures exchange or, in the case of clearing corporation options,
is a member of a stock exchange, and, as a result, is subject to a
regulatory audit;

(i) the dedler through which such trades have been effected and through
which margin has been deposited holds such margin in segregated
safekeegping such that it would not be available to satisfy the clams of any
creditor of such dedler;

(i)  the deder has a net worth, determined from its latest published audited
financid satements, in excess of $50 million; and

(iv)  theamount of initid margin so deposited does not, when aggregated with
the amount of margin held by the dedler, exceed 10% of the net assets of
the mutud fund.

Where a mutud fund trades in over-the-counter options or forward contractsin
accordance with this policy, the mutua fund may deposit portfolio securities or
cash as margin with the other party to the transaction.

SECTION 7.02 - PRESCRIBED GUIDELINESFOR ACTING ASCUSTODIAN

The following indtitutions may act as a Custodian of portfolio securities of amutua fund:
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@
(b)

(©

a Canadian chartered bank;

atrust company incorporated and licensed under the laws of Canada or a Province of
Canada having Shareholders Equity as reported in its audited financia statements for its
last completed financid year of not less than $10,000,000;

awholly owned subsidiary of a Canadian chartered bank or of atrust company referred to
inclauses(a) and (b) provided that such subsidiary has Shareholders Equity asreportedin
its audited financid satements for its last completed financia year d not less than
$10,000,000 or dl of the ohligations of such subsidiary are unconditionally guaranteed by
such bank or trust company.

SECTION 7.03 - PRESCRIBED GUIDELINESFOR ACTING AS SUB-CUSTODIAN

The following indtitutions may act as a sub-custodian of portfolio securities of amutua fund:

@
(b)

(©

any inditution referred to in Section 7.02;

a banking inditution or trust company incorporated or organized under the laws of a
country other than Canada that is regulated as such by that country's government or an
agency thereof and that has Shareholders Equity as reported in its audited financia
datements for its last completed financia year of not less than the equivaent in Canadian
funds of $100,000,000;

awholly owned subsidiary of abanking indtitution or trust company referredtoin clause (b)
provided that such subsidiary has Shareholders Equity as reported in its audited financid
gatementsfor itslast completed financid year of not lessthan the equivdent in Canadian
funds of $100,000,000 or dl of the obligations of such subsidiary are unconditiondly
guaranteed by such bank or trust company.

SECTION 8
MANAGEMENT FEES

SECTION 8.01 - DISCLOSURE OF FEESAND EXPENSES

The prospectus of amutud fund shdl dearly disclose:

@

)

what feesand other charges and expenses are charged to the mutua fund and the basisfor
the caculation of the same;

what fees and other charges and expenses are borne by the manager of the mutua fund;
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3 what feesand other chargesand expensss, if any, are charged directly to dl securityholders
generdly, or to any securityholder who participates in a specia arrangement such as a
contractud plan, aperiodic accumulation plan, an open account plan, awithdrawd plan, a
registered retirement savings plan, a registered retirement income plan, or exercises an
exchange or transfer privilege, and the basis of the cdculation of the same.

Any fees and other charges and expenses which are charged directly to securityholders shall be
summarized in tabular form in a separate section of the progpectus under the heading " Summary of Fees,
Charges and Expenses Payable by the Securityholder” or such variation thereof as is acceptable to the
securities authorities. Reference to this table shal be made on the cover page or on thefirst facing page of
the prospectus.

SECTION 8.02 - INCENTIVE FEES

A mutua fund may not be charged an incentive fee without the prior approva of the securities
authorities.

Where an incentive fee is proposed to be charged, it will be necessary to establish an gppropriate
benchmark or rdevant index, satisfactory to the securities authorities, against which performanceisto be
measured and to provide that if the performance of the mutua fund in any period should not be equal to or
exceed such benchmark or index that noincentive fee may be paid in any subsequent period unlessand until
the performance of the mutua fund on a cumulative basis has equaled or exceeded such benchmark or
index.

SECTION 8.03 - MANAGEMENT EXPENSE RATIO

@ The prospectus or the financid statements shdl set out in tabular form the management
expenseratio for each of thelast five completed financia years of the mutua fund, together
with abrief description of the method of cdculating the management expenseratio.

2 Where the basis of the calculation of fees and of other expenses that are charged to a
mutua fund are changed or proposed to be changed and where such change would have an
effect on the management expense ratio for the last completed financid year of the mutua
fund if such change had been in effect for such year, the prospectus shdl disclosethe effect
of such change.

3 Where any financia period referred to in Section 8.03(1) is less than 12 months, the
management expense raio shdl be shown on an annudized bads with reference to the
period covered and to thefact that the management expenseration for the period has been
annudized.

4 The management expense ratio of amutua fund for any financia year shal be obtained by
dividing (i) the aggregate of al feesand other expenses paid or payable by the mutua fund
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Q)

during or in respect of the financid year in question, by (ii) the amount of the average net
asset vaue of the mutud fund for thefinancia year in question and multiplying the quotient
by 100; for the purpose of making this caculation:

@ the expression "the average net asset vaue of the mutud fund for afinancid year"
shdl mean and be the result obtained by:

() adding together the amounts determined to be the net asset vaue of the
mutua fund as a the close of business of the mutua fund on each day
during the financiad year in question on which the net asset vaue of the
mutual fund has been determined in the manner from time to time
prescribed in the congtating documents of the mutua fund;

(i) dividing theamount resulting from the addition provided for in clause (i) by
the number of days during the financid year in question on whichthe net
asst vaue of the mutud fund has been determined;

(b) the expression "dl fees and other expenses’ means dl fees and expenses paid or
payable by themutua fund with the exception of commissons and brokerage fees
on the purchase and sde of portfolio securities, interest charges (if any) and taxes
of dl kindsto which the mutud fund is subject.

Thefinancid satements of the mutua fund shal set out in gppropriate detail the amounts of
al fees and other expenses, if any, which have been charged to the mutua fund during the
period covered by the financid statements.

SECTION 9

APPROVAL OF SECURITIESAUTHORITIESFOR CERTAIN CHANGES

SECTION 9.01 - PRIOR APPROVAL REQUIRED FOR CERTAIN CHANGES

The prior gpprova of the securities authorities is required before:

@

)
3

achange of the manager of amutua fund (other than to an affiliate of the present manager)
may be made;

achange in the contral of the manager of amutua fund may be made;

achange of the custodian of the assets of amutua fund may be made wherethere has been
in connection therewith or isto be:

@ achange of themanager of the mutua fund (other than to an affiliate of the present
manager); or
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(i) achange in the control of the manager of the mutua fund.
SECTION 9.02 - APPLICATIONS FOR PRIOR APPROVAL

Applicationsfor the gpproval referred to in Section 9.01, aswell asfor any other gpprovasreferred
to in this policy or any exemptions therefrom, may be made to the securities authority in the Province or
Territory of Canadawhere the mutua fund ismanaged (the " principd jurisdiction™) provided that acopy of
such gpplication is sent a the same time to the securities authorities in the other Provinces or Territories
where the securities of the mutud fund are offered for sde. The principd jurisdiction will, on behdf of the
gpplicant, contact the securities authorities in the other Provinces or Territories of Canada where the
securities of the mutua fund are offered for sde for their comments. The principa jurisdiction may then be
authorized to grant approva or to approve exemptions from this policy on behdf of the Provinces or
Territories concerned.

An application for the gpprova referred to in Section 9.01 must contain or be accompanied by
sufficient information to establigh:

@ the reputation, honesty and competence of the management group including the controlling
shareholders,

2 where custodia arrangements are proposed to be changed, that the proposed custodia
arrangements will be in compliance with the requirements of Section 7,

3 where the change is one that requires the gpprovad of securityholders, that such approva
has been obtained or will be obtained before the change isimplemented;

and the gpplication shal be accompanied by a draft amendment to the prospectus of the mutua fund.

SECTION 10
CONTRACTUAL PLANS

SECTION 10.01 - CONTRACTUAL PLANS
Whereit is proposed to deduct an amount from any periodic payment under a contractud plan by
way of Saes Charges which amount exceeds the maximum saes charge from time to time prevailing for a
sngle payment or lump sum purchase, the contractud plan must comply with the following requirements:
Q) the payments under the plan must be scheduled to be madein equa amounts on aweekly,
monthly, quarterly, haf-yearly or yearly basis, provided that adouble or atripleinstalment
may be required as the first payment;
2 the Sdles Charges levied againgt any payment scheduled to be made during the first 12
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3

months of the contractud plan shdl in no case exceed 50% of the individua payments
under the contractua plan, provided that:

() the Sdes Charges levied againg the remaning payments made under the
contractua plan shal to the extent reasonably practicable belevied at an equd rate
or percentage, the Size of the payment for or on account of Sales Chargesvarying
only with the sze of the amount of the individu payment sdected by the
planholder with the total Sdes Charges levied during the term of the contractua
plan in no case to exceed 12% of the face amount of the contractud plan;

(i) where the contractud plan cals for an initid payment to be retained by the plan
soonsor or didributor such initid payment shdl not exceed three times the
scheduled monthly payments under the contractud plan and the Sdles Charges
levied againgt the remaining payments made under the contractud plan sl comply
with the provisons of Section 10.01(2)(i); and

(i)  the contractud plan provides that there will be added to each monthly payment
scheduled to be made and made under the contractud plan for investment a pro-
rataportion of theinitid payment, such pro-rataportion being bases on the term of
the contractud plan.

Where the Sdes Chargeslevied againgt the payments scheduled to be madein thefirst 12
months of the contractud plan are less than 50% of the individua payments under the
contractud plan (thereby making alarger sum availablefor investment) the contractud plan
may provide in respect of the second 12 payments to be made under the contractud plan
for aSales Charge which, when combined with the Sales Charges|evied againg thefirst 12
payments under the contractua plan, does not exceed 50% of thetota payments scheduled
to be made during thefirst 12 months of the contractud plan, provided that the percentage
deducted from any payment for Sales Charges shdl not exceed the percentage deducted
from any previous payment and provided further that the Sales Charges levied against the
remaining payments made under the contractua plan comply with the provisonsof Section
10.01(2)(i).

SECTION 10.02 - EXTENDED MEANING OF SALES CHARGES

As used in Sections 10.01, 10.03 and 10.04, the expression "Sdles Charges’ means dl sdes

commissions or sales charges plus dl other charges made in respect of the contractua plan with the
exception of insurance premiums and any fees paid to the trustee of aregistered retirement savings plan or
to the trustee of aregistered retirement income fund for acting as trustee.

SECTION 10.03 - WMITHDRAWAL RIGHTSUNDER CONTRACTUAL PLANS

A planholder under a contractud plan shal have a right to withdraw from the contractua plan,

which right of withdrawd shdl, as a minimum, entitle the planholder to rescind his obligations under the
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contractua plan:

@

(b)

within 60 daysafter receipt of the confirmation for theinitial payment under the contractua
plan (the"plan date") and to receive arefund equd to theamount of al Sdes Chargespaid
in respect of the contractua plan plus an amount equd to:

() al payments scheduled to be made and made during the first 60 days of the
contractud plan, and

(i) inthe case of prepaymentsof additiona payments made under thecontractud plan
within the said 60 day period, the net asset value of the securities purchased for the
planholder under the contractud plan with such prepayments, such net asset value
to be the net asset value of such securities next determined after the timetheright
of withdrawal is exercised, provided that the amount to be refunded pursuant to
this dause (ii) may be limited to the tota amount of the prepayments made under
the contractud plan within the said 60 day period; and

a any time during the period from the date that is 60 days after the plan date up to and
including 365 days after the plan date and to recelve arefund equd to that portion of the
Saes Chargeswhich exceeds 30% of the payments scheduled to be made and made under
the contractua plan during the period commencing with the plan date and ending 365 days
after the plan date, plus the net asset value of the securities purchased for the planholder
under the contractual plan during such last-mentioned period, such net asset valueto bethe
net asset vaue of such securities next determined after the time the right of withdrawd is
exerdsed. (Noter Thismeansthat prepayments of ingamentsnormally falling dueduring the
second and subsequent years of the contractud plan will not be taken into account in
ariving a the 30% pendty.)

Thewithdrawd rightsreferred to above shdl be described in the progpectus of the mutua fund and
a document setting out the withdrawa rights shall accompany or form part of the copy of the cortractud
plan supplied to the planholder or shdl be contained in the confirmations delivered in respect of the
purchase of securities of the mutua fund made under a contractud plan during the first 60 days of the
contractud plan.

SECTION 10.04 - RECORDS RELATING TO WITHDRAWAL RIGHTS

Plan sponsors and distributors shdl maintain adequate records of contractud plan cancellationsto
show on a month-to-month basis such cancellations and the amounts paid to planholdersin respect of the
refund of payments and Saes Chargesin respect thereof.

SECTION 11

SALE AND REDEMPTION OF SECURITIESOF A MUTUAL FUND
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SECTION 11.01 - OBJECTIVES
The provisons of Sections 11 and 12 of this policy are amed at:

@ ensuring that an investor's funds which are to be invested in amutua fund are received by
the mutud fund promptly and preferably concurrently with the investor's order being
accepted by the mutud fund;

2 eliminating or a least reducing the opportunity for loss of an investor's funds during the
period from the ddlivery of such funds by the investor in respect of the investor's purchase
of securities of the mutud fund to the time of receipt of such funds by the mutua fund;

3 ensuring that interest earned on an investor's funds during the period from the ddlivery of
such funds by the investor in respect of the investor's purchase of securities of the mutua
fund to the time of receipt of such funds by the mutua fund, accrues tothe benefit of either
the mutua fund or the investor;

4 ensuring that interest earned on an investor's funds during the period from the acceptance
by the mutua fund of the investor's order for redemption of securities of the mutua fund to
the time of receipt of such funds by theinvestor, accrues to the benefit of the mutua fund,
regardless of whether the redemption moniesare paid directly by the mutud fund or by an
agent of the mutud fund.

The provisions of Sections 11 and 12 are to be interpreted with these objectivesin mind and al
arrangements between or among amutud fund, itsprincipd distributor, its manager, any deder participating
in the distribution of securities of the mutua fund or anyone e se should be made or brought into lineto give
effect to these objectives and thair intent. In particular, and without limitation, in making arrangements for
servicesto or in repect of themutua fund, it should be ensured that an investor's fundswhich are required
by Section 12 of this policy to be held as trust funds retain their character as trust funds in the hands of
respective parties providing services and provision should be made for the mutua fund, its manager and its
principa digtributor, through their designated representatives, to examine the books and records of the
respective parties providing services to or in respect of the mutua fund for the purpose of monitoring
compliance with the requirements of the agreements and of this policy.

In order to implement these objectives, it isessentid that dl persons participating inthe digtribution
of securities of amutua fund be adequately organized to do so and have adequate facilities and procedures
in place to do so. In addition, in order to shorten the period between the placing of an order for the
purchase of securities of a mutua fund and the time that the funds in respect of that order are actualy
received by the mutua fund, adealer receiving an order for the purchase of securities of amutua fund must
at thetime of receipt of theinvestor'sorder obtain from theinvestor al relevant documentation, information
and regigtration ingtructions so that the same is available at the time the order is tranamitted to the mutua
fund or itsprincipa digtributor for transmittal in conjunction with the acceptance of the order by or on behaf
of the mutud fund. Smilarly, in order to shorten the period between the placing of an order for the
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redemption of securities of amutud fund and the payment to the investor of the redemption proceeds, a
dedler receiving an order for redemption must at the time of receipt of the investor's order obtain from the
investor dl rdevant documentation required by the mutud fund in respect of the redemption including,

without limitation, any written request for redemption that may be required by the mutud fund, duly

completed and executed, and any certificates representing the mutual fund securitiesto be redeemed so that
al required documentation is available at the time the redemption order istransmitted to the mutua fund or
itsprincipd digtributor for transmittal in conjunction with the acceptance of the order by or on behdf of the
mutud fund.

In dl arrangements that are made with respect to the distribution of securities of amutud fund, a
dedler tranamitting an order for the purchase of securities of amutud fund shdl be respongible for ensuring
that payment of theissue price of such securitiesis made when due. Accordingly, dedersparticipating inthe
sde of mutual fund securities should ensure that their arrangements with their clients are adequate to cover
such obligations asany losswhich arises dueto afailure of aninvestor to deliver funds or to acheque being
dishonoured on presentation for payment or for any other reason shdl b borne as between the mutua fund,
itsprincipd distributor and the dedler in question by the dedler or principa digtributor and not by the mutud
fund. Smilarly, on the redemption of securities of amutud fund, any loss resulting from thefailureto verify
theidentity of the person requesting the redemption of securities of amutua fund shdl b borne as between
themutud fund and anyone participating in the distribution or redemption of securities of the mutud fund by
such other participants and not by the mutua fund.

SECTION 11.02 - TRANSMITTAL OF ORDERS FOR THE PURCHASE OR REDEMPTION OF
SECURITIES

(1) Subject to Section 11.02(2), where an order for the purchase or the redemption of securities of
amutud fund is recaived by asdesrepresentative of the principa distributor of the mutua fund, the order
ghdl be transmitted to the principd office of the principa distributor of the mutua fund or to such other
office as the principd digtributor may designate on the same day that the order is received by such sdes
representative.

(2) Whereit isthe policy of the principd distributor of amutua fund to maintain a sales servicing
officefor the purpose of reviewing gpplicationsfor contractua plan purchases before having the applications
forwarded to its principd office or other designated office, the sales representative shall transmit such
gpplication together with the initid payments to be made under the plan to the appropriate sales servicing
office on the same day that the gpplication isreceived. The sales sarvicing office shal review the gpplication
and shd| tranamit dl gpplicationsthought to be acceptableto the principa distributor together with theinitia
paymentsto be made under the plan to the principa office of the principa distributor or to such other office
as the principa distributor may designate no later than the next business day following the day that the
goplication is received in the sdes servicing office.

(3) Where an order for the purchase or redemption of securities of amutual fund isreceived by a
sdes representative of a deder other than the principa digtributor of the mutuad fund, the order shdl be
transmitted to the deder in question on the same day that the order isreceived whereupon such deder shdl
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transmit the same to the principa office of the principa distributor of the mutud fund or to such other office
as may be designated for the purpose on the same day that the order is received by the dedler.

(4) Notwithstanding the foregoing provisions of this Section 11.02, where an order for the purchese
or redemption of securities of amutud fund isreceived after norma business hours on any businessday or
on aday that isnot abusinessday, the order may be transmitted to the respective officesreferred to above
on the next businessday if it isnot practica to transmit the same on the day of actua receipt.

(5) All ordersfor the purchase or redemption of securities of amutud fund shal be tranamitted to
the respective offices referred to above without charge to the investor and shdl be transmitted wherever
practical by courier or priority post or telecommunications facility so as to reduce to the shortest possible
time the period between the transmittal of the order and its receipt by or on behdf of the mutua fund.

SECTION 11.03 - ACCEPTANCE OF ORDERS TO PURCHASE SECURITIES

A mutua fund may reservetheright to accept or reject an order to purchase securities of the mutua
fund provided thet:

@ the decision to accept or rgect the order is made promptly and in any event within two
days of receipt of the order;

2 in the event that an order isto be rgjected al monies received with the order are refunded
immediady; and

3 the prospectus clearly states that the right to accept or rgect orders for the purchase of
securitiesis reserved and discloses the provisions of clauses (1) and (2) hereof.

SECTION 11.04 - FORWARD PRICING - SALESAND REDEMPTIONS

(1) All ordersfor the purchase or redemption of securities of amutud fund shal beimplemented at
aprice equd to the net asset vaue of the securities of the mutua fund next determined after the receipt by
the mutua fund of the order, provided that amutua fund may providethat ordersreceived after aspecified
time on any businessday or on any day whichisnot abusnessday will for the purposes of the foregoing be
deemed to be received by the mutua fund on the next business day following the day of actud receipt
thereof.

(2) A mutud fund shall be deemed to receive an order for the purchase or redemption of securities
of the mutua fund when the order is in fact received by the mutua fund at its principa office or a the
principd officeof the principa distributor of the mutua fund or at such other office asmay be designated for
the purpose.

(3) Theimplementation of salesor redemptionsat apriceequd to the net assat value determined as
a atime earlier than the time of the receipt of the relevant orders as aforesaid (i.e. "backward pricing”) is
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unacceptable.
SECTION 11.05 - FREQUENCY OF DETERMINING NET ASSET VALUE

(2) The net asset vdue of amutud fund for the purpose of the issue or redemption of securities of
the mutua fund shdl be caculated no less frequently than once in each week, provided that with the
goprova of the securityholders of the mutud fund, the net asset va ue of the mutua fund for the purpose of
the issue or redemption of securities of the mutual fund may be calculated no less frequently than oncein
each month.

(2) If a January 1, 1988, the net asset vaue of amutua fund is being caculated only oncein each
month, no approva of the securityholders of the mutua fund is required to be obtained in order for the
mutua fund to continue to calculate the net asset vaue of the mutud fund only once in each month.

(3) Notwithstanding section 11.05, if amutua fund investsin, uses or holds permitted derivatives,
then the net asset vaue of the mutua fund must be cd culated no less frequently than once every business

day.
SECTION 11.06 - DISCLOSURE OF SALES CHARGES

Therates of sales charges or commissionsin respect of the sde of securities of amutua fund shall
be expressed as a percentage of the amount paid by the purchaser as well as being expressed as a
percentage of the net amount invested wherever reference is made in a prospectus or in any saes
communication to such sales charges or commissons.

SECTION 11.07 - MAXIMUM PERIOD OF TIME FOR PAYMENT OF THE ISSUE PRICE OF
SECURITIES

(1) The maximum period of time from but not including the date as of which the issue price of the
securities of amutud fund is determined in respect of any order for the purchase of such securities (which
date is hereinafter referred to asthe "Trade Date") to and including the date on which the mutud fund or its
principa distributor receives payment for such securities shal be kept to the shortest possbletime and in
any event shal not exceed five business days (which dateis hereinafter referred to asthe " Settlement Date'™).

(2) Payment of the issue price of the securities of a mutua fund referred to in any order for the
purchase of securities of amutua fund shal be satisfied by a cash payment to the mutua fund, provided,
however, in the case of amutual fund that has received the approval of the securities authorities to do so,
the purchase price may be satisfied by making good delivery to the mutud fund of securities that meet the
mutua fund's investment criteria and that are acceptable to the portfolio adviser, with such securitiesbeing
vaued on the same bads that the mutud fund would use in determining the vaue of such securitiesif such
securities were owned by the mutua fund and the vaue of such securities so ddlivered to the mutud fund
ghall be at least equd to the issue price of the securities being issued by the mutua fund.

(3) If payment of the issue price of the securities of amutud fund referred to in any order has not
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been received by the mutua fund on or before the Settlement Date, the mutud fund shal be deemed to have
received and accepted on the first business day following the Settlement Date an order for the redemption
of such securities and the amount of the redemption proceeds derived therefrom shall be applied to reduce
the amount owing to the mutua fund in respect of the purchase of such securities. If the amount of the
redempition proceeds exceedstheissue price of the securities, the excess shdl belong to the mutua fund. If
the amount of the redemption proceedsis less than the issue price of the securities:

@ the principd digributor shal be required to pay forthwith to the mutua fund the
amount of the deficiency and shdl be entitled to collect such amount together with
itscogts, charges and expensesin so doing and interest thereon from the dedler (or,
if no other dedler isinvolved, from theinvestor who hasfalled to settlethe order in
question), and

(b) if the mutual fund does not haveaprincipa distributor, the dedler placing the order
shdl be required to pay forthwith to the mutua fund the amount of the deficiency
and shall be entitled to collect such amount together with its costs, charges and
expensesin 0 doing and interest thereon from the investor who hasfailed to settle
the order in quegtion, and

3 if the mutual fund does not have a principd digtributor and no dedler isinvolved,
the mutua fund shdl be entitled to collect the amount of the deficiency together
with its codts, charges and expenses in so doing and interest thereon from the
investor who has falled to settle the order in question

SECTION 11.08 - COMPLIANCE REPORT

Theprincipd digtributor of amutud fund or, if thereisno principd digtributor of the mutud fund, the
mutud fund shal complete and filewith the securities authoritiesareport with respect to compliance, during
the last completed financid year of the principd distributor of the mutua fund or of the mutud fund, asthe
casemay be, with the applicable requirements of Section 11, such compliancereport to befiled within 120
days of the applicable fisca year end and to be accompanied by aletter from the auditors of the principa
distributor of themutud fund or of the mutud fund, asthe case may be, advisng whether the auditorsarein
agreement with the information given in the report as to compliance with the applicable requirements of
Section 11.

SECTION 12
COMMINGLING OF MONEY

SECTION 12.01 - PRINCIPAL DISTRIBUTORS - COMMINGLING OF MONEY

Subject to Section 12.02, a principa distributor of a mutua fund shal comply with the following
requirements:

(@D} al moniesreceived by aprincipa digributor:
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@)

3

(4)

Q)

(6)

@ for investment in securities of the mutua fund; or
(b) upon the redemption of securities of the mutua fund;

shall be separately accounted for and shdl be deposited in an interest- bearing trust account
or trust accounts, but may not otherwise be commingled with the assets of the principa
digtributor and may not be commingled with money received by the principa distributor
with respect to the sale or redemption of securities other than mutua fund securitiesor with
respect to the sale or redemption of investment contracts,

the principd digtributor shal not use any of the moniesreferred toin clause (1) to financeits
own or any other operations in any way;

the principd distributor may withdraw monies from the trust account or trust accounts
referred to in clause (1) for the purpose of

() remitting the net amount to be invested in the securities of the mutua fund to the
mutud fund,

(in) paying redemption proceeds to the investors entitled thereto; or

(i)  paying sales charges, service fees and any other smilar amounts to which the
principa digtributor may be entitled;

unlesstheinterest ispaid to theinvestorsprorata, al interest earned on the trust account or
trust accounts referred to in clause (1) less any bank charges applicable thereto shal be
paid to the mutua fund no less frequently than monthly and where the moniesin the trust
account or trust accounts are held for more than one mutud fund, the amount payable on
account of interest shall be prorated among the mutua funds based on cash flow; the
participating deder shal not be entitled under any circumstancesto any interest earned on
the trust account or trust accounts referred to in clause (1);

al moniesreceived by the principa digtributor for the purchase of securities of themutud
fund shdl be paid to the mutua fund forthwith and in any event no later than the second
business day following the date of receipt;

the principa digtributor shdl not transfer, lend, pledge, encumber or otherwise ded in any
way with securities of a mutud fund held for investors in safekeegping or under plans or
otherwise except to the extent expresdy provided for in any written agreement betweenthe
principa distributor and the investor setting out the terms on which the securities of the
mutud fund are held and may be dedt with.
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SECTION 12.02 - DEEMED COMPLIANCE

Where the principd distributor comminglesin one trust account the monies referred to in Section
12.01(1)(a) and (b), the principal distributor may net the proceeds from sales againgt the proceeds from
redemptions and make one cash settlement.

SECTION 12.03 - SUB-DISTRIBUTORS - COMMINGLING OF MONEY

Whereany deder participateswith amutua fund or with the principa distributor of the mutua fund
(the "participating deder™) in the distribution of securities of the mutua fund, such participating deder shdl
comply with the following requirements:

@

@)

3

(4)

Q)

al moniesreceived by the participating dedler for investment in securitiesof the mutud fund
shall be separately accounted for and shall be deposited in an interest- bearing trust account
or trust accounts, but may not otherwise be commingled withthe assets of the participating
dedler and may not be commingled with money received by the participating dedler with
respect to the sale or redemption of securities other than mutua fund securities or with
respect to the sde or redemption of investment contracts;

the participating dealer shal not use any of the moniesreferred toin clause (1) to financeits
operationsin any way;

the participating deder shdl be entitled to withdraw monies from the trust account or trust
accounts referred to in clause (1) only for the purpose of

() remitting the net amount to be invested in the securities of the mutud fund to the
mutud fund or the principd digtributor of the mutud fund; or

(i) for the purpose of paying salescharges, servicefeesand any other smilar amounts
to which the participating dedler or the principa distributor may be entitled;

unlesstheinterest ispaid to theinvestorsprorata, al interest earned on the trust account or
trust accounts referred to in clause (1) less any bank charges applicable thereto shall be
paid to the mutua fund no less frequently than monthly and where the moniesin the trust
account or trust accounts are held for more than one mutud fund, the amount payable on
account of interest shdl be prorated among the mutua funds based on cash flow; the
participating deder shal not be entitled under any circumstancesto any interest earned on
the trust account or trust accounts referred to in clause (1);

al monies received by the participating deder for the purchase of securities of the mutud
fund shdl bepaid to themutua fund or itsprincipa distributor as soon aspracticableandin
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any event no later than the Settlement Date;

(6) the mutud fund or the principa digtributor, as the case may be, shdl be entitled through
their respective auditors or other designated representatives to examine the books and
records of the participating deder for the purpose of verifying the participating deder's
compliance with the foregoing.

SECTION 12.04 - COMPLIANCE REPORT

Theprincipa distributor of amutua fund and each of the participating dedlersreferred toin Section
12.03 shdl complete and file with the securities authorities areport with respect to its compliance during the
last completed financid year with the gpplicable requirements of Section 12, such compliance report to be
filed within 120 days of the applicablefisca year end and to be accompaniesby aletter from the auditors of
the principa distributor of the mutual fund or the participating dedler, asthe case may be, advising whether
the auditors are in agreement with the information given in the report as to compliance with the applicable
requirements of Section 12.

SECTION 12.05 - EXEMPTION

The provisons of Section 12 of this policy, with the exception of Sections 12.01(5), 12.03(5),
12.03(6) and 12.04, do not apply to members of The Investment Dedlers Association of Canada.

SECTION 13
REDEMPTION OF SECURITIES

SECTION 13.01 - DISCLOSURE OF REDEMPTION PROCEDURES

Securityholders of amutud fund shdl be provided a least annudly with a statement outlining the
procedures to be followed by a securityholder who desires to redeem securities of the mutua fund and
gpecifying the documents to be furnished by such securityholder in connection with a request for
redemption. This statement may be contained in the mutud fund's annud financid statements or annud

report.

SECTION 13.02 - PAYMENT OF REDEMPTION PROCEEDS

(1) Subject to Section 13.02(2) and to Section 13.03 a mutud fund shal make payment in
Canadian currency for the securitieswhich are redeemed, which payment shal be made within five busness
daysfrom the date of the determination of the net asset value for the purpose of effecting such redemption,
provided that a mutua fund may permit securityholders to request that such payment be made in United
States currency, with the amount of such payment being based upon the rate of converson used by the
mutua fund in determining the net asset vaue for the purpose of effecting such redemption of mutua fund
securities. Payment of the redemption proceeds shall be madeto or to the order of the registered holder of
the securities which are being redeemed.
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(2) No payment of redemption proceeds may be made prior to the receipt by the mutua fund of a
written request for redemption of the mutua fund securitiesto be redeemed, duly completed and delivered,
properly executed, together with any certificates representing such securities, provided that nothing herein
contained shdl prevent amutua fund which has established proceduresfor investorswho desireto do soto
make arrangements for the acceptance of telephone or other telecommunication requests for redemption,
from paying the redemption proceeds to an investor who has made such prior arrangements where the
redemption order is processed in accordance with such arrangements.

(3) If dl of the requirements of the mutual fund that must be complied with prior to the payment by
the mutua fund of the redemption proceeds payable on the redemption of the mutua fund securitieswhich
have been redeemed have not been complied with on or before the tenth business day from the date of the
determination of the net asset vaue for the purpose of effecting such redemption, the mutud fund shdl be
deemed to have received and accepted on the next business day an order for the purchase of the equivaent
number of the mutua fund securities which have been redeemed and shdl gpply the amount of the
redemption proceedsto the payment of theissue price of such securities. If the amount of theissue price of
such securities is less than the redemption proceeds, the excess shdl belong to the mutua fund. If the
amount of the issue price of such securities exceeds the redemption proceeds:

@ the principd digributor shal be required to pay forthwith to the mutua fund the
amount of the deficiency and shdl be entitled to collect such amount together with
itscosts, charges and expensesin so doing and interest thereon from the dedler (or
if no other dedler isinvolved, from theinvestor who hasfalled to settlethe order in
question);

(b) if the mutual fund does not haveaprincipa distributor, the dedler placing the order
shall be required to pay forthwith to the mutua fund the amount of the deficiency
and shall be entitled to collect such amount together with its costs, charges and
expensesin S0 doing and interest thereon from the investor who hasfailed to settle
the order in question; and

(© if the mutual fund does not have a principd digtributor and no dedler isinvolved,
the mutua fund shdl be entitled to collect the amount of the deficiency together
with its cogts, charges and expenses in so doing and interest thereon from the
investor who has falled to sttle the order in question.

(4) The redemption procedures established by a mutud fund should contain the necessary
provisions to make the provisons contained in Section 13.02(3) binding upon investors.

SECTION 13.03 - PAYMENT OF REDEMPTION PROCEEDSIN SPECIE

With the prior written consent of the securityholder, payment of the amount payable to the
securityholder on account of the redemption of securities of the mutua fund may be satisfied by making
good delivery to the securityholder of portfolio securities, provided that such portfolio securitiesare valued
a an amount equd to the amount a which such portfolio securities were valued for the purpose of
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determining the net asset vaue of the mutua fund for the purpose of determining the redemption price.

A report setting forth the details of any payment of the redemption proceedsin specie, including a
list of the portfolio securities delivered to the securityholder and the vaue assgned to such portfolio
securities shall be filed with the securities authorities. Any such report will be placed on the public files.
SECTION 13.04 - SUSPENSION OF REDEMPTIONS

A mutud fund may suspend the right to tender its securities for redemption or may postpone the
date of payment upon redemption:

Q) for any period when normd trading issuspended on any stock exchange, optionsexchange
or futures exchange within or outside Canada on which securities are listed and traded, or
on which permitted derivatives are traded, which represent more than 50% by value or
underlying market exposure of the total assets of the mutua fund without alowance for
lidhilities

2 where the head office or registered office of the mutua fund isin Canada, with the consent
of the securities authority in the Province or Territory of Canadain which such office is
gtuate; or

3 where the head office or registered office of the mutud fund is in the United States of
America, with the consent of the Securities and Exchange Commission.

A mutud fund shal not accept any subscription for the purchase of securities of the mutud fund
during any period when the right to tender its securities for redemption is suspended.

SECTION 14
COMPUTATION OF NET ASSET VALUE

SECTION 14.01 - PORTFOLIO TRANSACTIONS

Each transaction of purchase or sale of portfolio securities effected by a mutua fund shal be
reflected in the computation of the net asset value of the mutua fund not later than the first computation of
such net asset vaue made after the date on which the transaction becomes binding.

SECTION 14.02 - CAPITAL TRANSACTIONS

Theissueor redemption of securitiesof amutual fund shal bereflected in the computation of the net
asset value of the mutud fund no later than the next computation of such net asset vaue made after thetime
as a which the net asset value per security is determined for the purpose of the issue or redemption of the
securities of the mutua fund.
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SECTION 14.03 - VALUATION OF PORTFOLIO SECURITIES

The basis used for vauing the mutud fund's assets and liabilities for the purpose of caculating net
asset value shall be described in the prospectus. Thebasisused by themutua fund for valuing any typeof its
portfolio securities must comply with the requirements of this policy where this policy prescribesthe basis
for vauing such type of portfolio securities.

SECTION 14.04 - VALUATION OF RESTRICTED SECURITIES

Redtricted securities shdl be vaued at the less of:
@ the vaue thereof based on reported quotations in common use; and

2 that percentage of the market vaue of securities of the same class, the trading of whichis
not restricted or limited by reason of any representation, undertaking or agreement or by
law, equd to the percentage that the mutua fund's acquisition cost was of the market vaue
of such securities at the time of acquigtion, provided that agradud taking into account of
the actud vaue of the securitiesmay be made where the date on which the restrictionswill
be lifted is known.

SECTION 14.05 - VALUATION OF PERMITTED DERIVATIVES

L ong positionsin clearing corporation options, options on futures, over-the-counter options, debt-
like securities and listed warrants shall be valued at the current market vaue thereof.

Where a covered clearing corporation option, option on futures or over-the-counter option is
written, the premium received by the mutud fund shal be reflected as a deferred credit which shdl be
vaued a an amount equd to the current market vaue of the clearing corporation option, option on futures
or over-the-counter option that would have the effect of closing the position. Any difference resulting from
revauation shall be treated as an unredized gain or loss on investment. The deferred credit shal be
deducted in arriving at the net asset vaue of the mutua fund. The securities, if any, which are the subject of
a written clearing corporation option or over-the-counter option shdl be vaued at their current market
vaue.

Thevaue of afutures contract, or aforward contract, shal be the gain or losswith respect thereto
that would beredized if, on the va uation date, the pogtion in the futures contract, or the forward contract,
asthe case may be, wereto be closed out unless"daily limits' arein effect, in which casefar vaue shdl be
based on the current market value of the underlying interest.

Margin paid or deposited in repect of futures contractsand forward contracts shal bereflected as
an account receivable and margin consisting of assets other than cash shdl be noted as held as margin.

SECTION 14.06 - INFORMATION ABOUT PERMITTED DERIVATIVES
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A mutud fund shdl disclosethefollowing information with repect to eech of thefollowing permitted
derivaivesin either the Statement of Investment Portfolio included in the financid satements of the mutua
fund or in the notes thereto:

@

@

(b)

(©

(d)

(€

®

@

(h)

for long pogitionsin clearing corporation options disclose the number of options,
the underlying interest, the strike price, the expiration month and year, the cost and
the market vaue;

for long positions in options on futures disclose the number of options on futures,
thefutures contract that formsthe underlying interest, the strike price, theexpiration
month and year of the option on futures, the delivery month and year of the futures
contract that formsthe underlying interest of the option on futures, the cost and the
market value,

for written clearing corporation options disclose the particulars of the deferred
credit account indicating the number of options, the underlying interest, the strike
price, the expiration month and year, the premium received and the vaue as
determined under Section 14.05;

for purchased over-the-counter options disclose the number of options, the credit
rating of the issuer of the options, whether such rating has fdlen below the
approved credit rating, the underlying interest, the principa amount or quantity of
the underlying interest, the strike price, the expiration date, the cost and the market
vaue

for written over-the-counter options disclose the particulars of the deferred credit
account indicating the number of options, the underlying interest, the principa
amount or quantity of the underlying interest, the exercise price, the expiration dete,
the premium received and the val ue as determined under Section 14.05;

for pogtions in futures contracts disclose the number of futures contracts, the
underlying interest, the price a which the contract was entered into, the ddlivery
month and year and the vaue as determined under Section 14.05;

for pogtions in forward contracts disclose the number of forward contracts, the
credit rating of the counterparty, whether such rating hasfalen below the approved
credit rating leve, the underlying interest, the quantity of the underlying interest, the
price a which the contract was entered into, the settlement date and the value as
determined under Section 14.05; and

for debt-like securities, disclose the principa amount of the debt, theinterest rate,
the payment dates, the underlying interest, the principal amount or quantity of the
underlying interest, the strike price, the cost, the market va ue and a description of
whether the derivative component is an option or aforward contract with respect
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to the underlying interest.

2 If gpplicable, identify by an asterisk or other notation the underlying interest whichisbeing
hedged by each pogtion in a permitted derivative.

SECTION 14.07 - NET ASSET VALUE TO BE STATED

The net asset value per security asat the end of the last completed financid year of the mutua fund
as a the end of each of the four preceding financia years (or such shorter period as the mutud fund has
been in existence) shdl be stated ether in the progpectusor inthe annud financid statementsof the mutud
fund.

SECTION 15
DISTRIBUTIONS

SECTION 15.01 - RECORD DATE

Therecord date for determining the right of securityholders of amutua fund to receive payment of
any dividend or other distribution payable by amutua fund or to recelve any right issued by amutud fund
shdl not befixed at adatethat isearlier than the date on which the net asset value per security isdetermined
for the purpose of the issue or redemption of securities of the mutua fund next preceding the payment date
of such dividend or other digtribution or the issue date of such right.

SECTION 16
ADVERTISING

SECTION 16.01 - DEFINITIONS
@ For the purposes of this Section 16, the following terms have the following meanings

() "advertisement” meansasales communication that is published or designed for use
on atelephone or tape recording, videotape, display, sign or billboard, motion
picture or other public media or, if paid for, in a newspaper, magazine or other
periodicd, radio or televison;

(i) "cash equivaents' means cash or an evidence of deposit issued or fully guaranteed
by a bank to which the Bank Act (Canada) applies or by aloan corporation or
trust company registered under applicablefederd or provinad legidation, provided
that the short-term debt instruments of such inditution have one of the ratings
specified in Section 16.01(g)(iv)(D);

(i)  "feesand charges' means dl sdes charges, digribution fees, management fees,
adminigrative fees, account set-up or closing charges, redemption fees, transfer
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feesor any other fees, charges or expenses whether or not contingent or deferred
which are or may be payable in connection with the purchase, holding or
redemption of securities of a mutud fund;

(iv)  "money market fund' meansamutud fund the securities of which are qudified for
distribution under a prospectus and which has and intends to continue to have:

A. al of itsassetsinvested in cash equivalents or debt obligationsmaturingin
13 months (25 months for government obligations) or less or in floating
rate debt obligations where the principal amount of such obligationshad a
market va ue of gpproximately par at thetime of each changeintherateto
be paid to the holders of such obligations;

B. aportfolio with a dollar-weighted average term to maturity not exceeding
180 days;

C. not less than 95 percent of its assets invested in cash equivaents or
securities, which assets are denominated in the same currency asthe units
of the mutud fund; and

D. not less than 95 percent of its assets invested in cash equivaents or debt
obligations of issuers having an gpproved credit rating for commercid
paper as set out in Schedule 1 attached to this policy.

For purposes of caculating the dollar-weighted average term to maturity of the
money market fund's portfolio, the term of a floating rate obligation shal be the
period remaining to the date of the next rate stting;

V) "performance data’ means any rating?, ranking, quotation, discussion or andysis
regarding rate of return, yield, volatility or other measurement or description of the
investment performance of a mutud fund;

(Vi)  "report to securityholders' meansany report that includesannua or interim financid
gatementsthat is delivered to securityholders of amutua fund;
(vii)  "sdescommunication” means.

A. any ord communication or written communication (which written
communication may consst of one or more components provided they are
delivered as a package at the same time) used to induce the purchase of

% For greater certainty, ratings prepared by independent organizations which reflect the credit quality of a
mutual fund’s portfolio are not ratings within the meaning of Section 16.01(a)(v).
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(b)

(ix)

B.

securitiesissued by amutua fund whether such communicationismedeby
the mutual fund, the promoter, manager, principa distributor or portfolio
adviser of the mutua fund or by any other person or corporation; and

areport to security holders;

but does not include;

A.

B.

acommunication solely between amutua fund or its promoter, manager,
principa distributor or portfolio adviser and aregistered dedler or between
aregistered deder and its registered salespersons that is indicated to be
interna or confidentid and which is not designed to be passed on by the
registered dedler or registered salespersons to any investor or potentia

investor®; and

apreliminary prospectus or prospectus;

(vil)  "standard performance datd' means:

A.

in the case of a money market fund, current yield or current yied and
effective yidd cdculated in accordance with the provisions of Sections
16.05(a) and (b) provided that any statement of effectiveyield isno more
prominent than the statement of current yield; and

inthecase of any mutud fund other than amoney market fund, tota return
cdculated in accordance with the provisions of Sections 16.05(a) and (¢);
and

"underlying fund” means a mutud fund in which an asst dlocation service

recommends investment.

Any written or ord communication used to induce the purchase of an asset dlocation
sarvice that is described in a mutua fund's prospectus is deemed to be a saes
communication and such an asset dlocation service is deemed to be amutud fund for the
purposes of Section 16.

SECTION 16.02 - GENERAL REQUIREMENTS

@

Notwithstanding any other provison of Section 16, no sles communication shall:

3 Where such acommunication is passed on by the registered dealer or registered salesperson, such a
communication will be a sales communication made by the party passing on the communication.
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() include an untrue or mideading statement of afact or omit to state afact necessary
to prevent such ses communication from being mideading;

(i) include a statement that conflicts with information that is contained in the
preliminary prospectus or prospectus of such mutual fund*

(iii) present information in a manner that digtorts information contained in the
preliminary prospectus or prospectus of such mutua fund ether as a result of
selective presentation or otherwise; or

(iv)  incudeavisua image such asaphotograph, sketch, drawing, logo or graph which
provides a mideading impression.

(b) Whether or not a particular description, representation, illustration or other statement is
mideading depends upon an eva uation of the context inwhichitismade. Thefollowing list
sets forth some of the reasons why a sdles communication will be consdered to be
mideading and has been included for the assistance of mutua fundsand their advisers. No
attempt has been madeto enumerate al such reasons since each s es communication must
be assessed individudly.

() A gatement will be mideading if it lacks explanations, qudifications, limitationsor
other statements necessary or appropriate to make such statement not mideading.

(i) Representations about past or future investment performance will be mideading if
they are:

A. portrayals of past income, gain, or growth of assets thet convey an
impresson of the net investment results achieved by an actua or
hypotheticd investment that is not judtified under the circumstances,

B. representations about security of capital or expenses associated with an
investment that are not justified under the circumstances or representations
about possible future gains or income; and

C. representations that or presentations of past investment performance that
imply that future gains or income may beinferred from or predicted based

* For greater certainty, where the mutual fund is an asset allocation service, references to preliminary
prospectus and prospectus in Sections 16.02(a)(ii) and (iii) are deemed to be references to the preliminary prospectus
or prospectus of an underlying fund.
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(©

(d)

(i)

on past investment performance or portrayals of past performance.
A gatement about the characterigtics or attributes of a mutud fund will be
mideading if:

A. it concerns possible benefits connected with or resulting from servicesto
be provided or methods of operation and doesnot give equa prominence
to discussion of any risks or associated limitations;

B. it makes exaggerated or unsubstantiated claimsabout management skill or
techniques, characterigtics of the mutua fund or aninvestment in securities
issued by such fund, services offered by the fund or its manager, or effects
of government supervision; or

C. it makes unwarranted or incompletely explained comparisons to other
invesment vehicles or indexes.

A sdlescommunication that compares the performance of one or more mutua fundswitha
consumer price index, any stock, bond or other index, average, or any guaranteed

investment certificate or other certificate of deposit, red estate or any other investment of

any kind or nature, including another mutua fund, must:

()

(ii)
(i)

(iv)

includedl factsthat, if disclosed, would belikely to materidly ater the conclusons
reasonably drawn or implied by the comparison;

present data for each subject of the comparison for the same period or periods;

where differing types of investments are compared, explain clearly any rdevant
differencesin guarantees, fluctuation of principa, income or tota return, insurance,
tax features and any other factors necessary to make the comparison fair and not
mideading; and

wherethe performance of anindex or averageis compared, if appropriatein view
of the nature of the comparison, describe the index or average, point out if there
ae maeriad differences between the compostion of or caculation of the
performance of theindex or average and theinvestment portfolio of the mutua fund
and dtate any other factors necessary to make the comparison fair and not
mideeding.

A written sdles communication must bear the name of the person or entity which prepared
the sdles communication, may bear the name of the regigrant distributing the sdes
communication and, except in the case of an advertisement, must indicate the date of first
publication of the sdles communication.
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(€

(f)

@

(h)

All text of awritten sdles communication must be at least aslarge as 8 - pointtypeandin
the case of sales communications broadcast on televison, the warnings prescribed in

Sections 16.06(a) and (b) mug, if not given ordly, be clearly displayed and visble for a
reasonable period of time.

Whenever awritten sdles communication includes arate of return or amathematicd table
illugtrating the potentia effect of acompound rate of return, such salescommunication must
contain a statement to the effect that such rate of return or mathemeaticd tableis used only
for the purpose of illustrating the effects of the compound growth rate and isnot intended to
reflect future vaues of the mutud fund or returns on investment in the mutua fund.

No sales communication may refer to amutua fund asamoney fund, cash fund or money
market fund or imply that amutua fund isamoney market fund unlessa thetimethe sales
communication is used and for each period for which money market fund standard

performance datais provided the fund satisfies the definition of money market fund and it
intends to continue to satisfy such definition.

A sdes communication shdl nat imply that aregistered retirement savings plan, registered
retirement income fund or registered education savingsplaninitsef, rather than the mutud
fund to which the sdles communication relates, is an investmernt.

SECTION 16.03 - DISCLOSURE REGARDING FEES AND CHARGES

@

A mutud fund may not be described in a sales communication as a "no-load fund” where
any fee or charge (whether or not contingent) is payable by aninvestor in respect of atrade
in the mutud fund's securities to the fund manager or any registrant named in the sdes
communication in connection with the purchase or redemption of securities of the mutua

fund, other than:

() optional fees and charges related to specific services (e.g. trandfer fees and fees
and charges for registered education savings plans, registered retirement savings
plans, regigered retirement income funds, pre-authorized chequing plans,
systematic withdrawa plans and contractua plans);

(i) redemption feesin respect of the redemption of securities of any mutud fundthet is
not amoney market fund which are redeemed within 90 days of the purchase of
such mutud fund securities provided the existence of such feesisdisclosed in the
sdes communication; or

(i)  one-timeaccount set-up costswhich reflect the adminigrative costs of establishing

a securityholder's account provided the existence of such costsis disclosed in the
sdes communicetion.
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(b)

If a mutud fund is described in a sdes communication as "no-load’, the sdes
communication mugt indicate a registrant through which an investor may purchase the
mutud fund on a"no-load" basis.

If asdes communication contains any reference, other than areferenceto "no-load” or to
the disclosure required by Sections 16.04(a)(V), (vi) or (vii), to the existence or absence of
feesor charges, the sdes communication must provide asummary of the types of feesand
charges and must not give undue prominenceto the existence or absence of any particular
fee or charge.

SECTION 16.04 - PERFORMANCE DATA

@

No saes communication may contain performance data unless it complies with the
fallowing guiddines

()

(ii)
(i)

(iv)

v)

it contains standard performance data for each mutud fund for which it contains
performance data and where it is a written sdles ommunication the standard
performance datais presented in typewhich isat least asprominent asthat used to
present the other performance data;

any performance data reflects or includes references to al eements of return,;

the sales communication does not contain any performance data relaing to a
mutua fund for any period or part thereof that isprior to the time when the mutua
fund first commenced distributing its securitiesto the public under aprospectus, or
where the mutud fund is an assat dlocation service, prior to the time when the
asst dlocation service was firg offered to the public and described in a
prospectus of an underlying fund;

where the sdles communication is an advertisement, the performance datarelates
only toamutua fund or to mutua fundswhich are under common management, or
to the comparison of amutud fund with another fund or other funds with smilar
investiment objectives or with an index or average;”

where the standard performance data relates to a money market fund, the sdes
communication:

(A)  indudesadescription of the specific gpplication of the generd assumptions

® For greater certainty, where the mutual fund is an asset allocation service, mutual fundswith similar
investment objectives are other asset all ocation services and mutual funds which are based upon atactical asset

alocation model.

Page 54 of 66



(i)

(vii)

provided in Section 16.05(a) upon which the sandard performance datais
cdculated or includes disclosure in the following words or to like effect:

[standard performance data] assumes [assume] reinvestment of
digtributions only and does [do] not take into account saes,
redemption, distribution or optional charges payable by any
securityholder which would have reduced returns, and

(B)  includesagatement in the following words or to like effect:

Annudized higoricd yield[s] idare] for the saven day period
ended on [insert a specific date][, annudized in the case of
effective yield by compounding the seven day return;

provided thet in written sdles communications such statement is made in close
proximity to the standard performance data;

where the standard performance data relatesto amutua fund other than amoney
market fund the sdes communication includes a description of the specific
goplication of the genera assumptions provided in Section 16.05(a) upon which
the standard performance datais ca culated or includes disclosurein thefollowing
words or to like effect:

The indicated rate] g of return is[are] the historical annua compounded
totd return[g including changes in [insat share or unit] vaue and
reinvestment of al [insert dividends or distributions] and does [do] not
take into account saes, redemption, distribution or optiona charges
payable by any securityholder which would have reduced returns,

where the standard performance data relates to an asset dlocation service, the
sdlescommunication includesadescription for both the asset dl ocation serviceand
the underlying funds of the specific gpplication of the genera assumptionsprovided
in Section 16.05(a) upon which the stlandard performance data is calculated or
includes disclosure in the following words or like effect:

The indicated rate] g of return is [are] the historica annua compounded
totd return[s] assuming theinvestment strategy recommended by the asset
alocation service is used and after deduction of the fees and chargesin
respect of the service. These returns are based on the performance of the
underlying funds including changes in [insart share or unit] vaue and
reinvestment of al [insert dividends or digtributions] and does [do] not
take into account sdes, redemption, distribution or optiond charges
payable by any securityholder in respect of an underlying fund which
would have reduced returns;
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(viii)

(ix)

)

if there have been any changes during the performance measurement period in the
mutua fund's management, fundamenta invesment objectives, characterization asa
money market fund, or in any portfolio adviser or in the ownership of the manager
of themutua fund or in fees or charges, including the waiving or aosorbing of fees
or charges, tha would or could have materialy affected the mutua fund's

performance, the sdes communication contains:

(A)  summary disclosure of the change or a statement to the effect that the
mutua fund has undergone changes during or subsequent to the
performance measurement period which would or could have [insert as
gppropriate: affected/ increased/decreased] the mutua fund's performance
had those changes been in effect throughout the period; and

(B)  for a money market fund which during the performance measurement
period did not pay or accruethe full amount of any feesand charges of the
type described under Sections 16.05(a)(i) and (iii), disclosure of the
difference between such full amounts and the amounts actudly charged,
expressed as an annualized percentage on a basis comparable to current
yield as described in Section 16.05(b);

where the sdes communication is not a report to securityholders and relatesto a
money market fund, the standard performance data which is given has been

caculated for the most recent 7 day period for which it is practicable to caculate
the standard performance datataking into account publication deedlines, provided
that this 7 day period is not more than 45 days prior to the date of the gppearance
or use of the advertisement in which it isincluded and not more than 45 days prior
to the date of first publication of any other salescommunicationinwhichit isused?®

where the sales communication is not areport to securityholders and relatesto a
mutua fund other than amoney market fund, the sandard performance datawnhich
is given has been cdculated for the 1, 3, 5 and 10 year periods ending on a
cdendar month end that is not more than 45 days prior to the date of the
gppearance or use of the advertisement in which it isincluded and that is not more

® Under certain market conditions, standard performance data for amoney market fund which is calculated
for a7 day period ended not more than 45 days prior to the date of the appearance or use of the sdes communication
inwhich it isincluded may be misleading. For example, where interest rates have declined significantly from the levels
they were at during a 7 day period, performance information which does not reflect this decline may be misleading
and consequently more current information may be necessary. Similarly, standard performance data for anon-money
market mutual fund which is calculated for al, 3 or 5 year period ending on a calendar month end that is not more
than 45 days prior to the date of the appearance or use of the advertisement in which it isincluded or that is not more
than 3 months prior to the date of first publication of any other sales communication in which it isincluded may be
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than 3 monthsprior to the date of first publication of any other sdlescommunication
inwhichitisinduded, in each case ending on the same caendar month end;

(xi)  where the sdles communication is a report to securityholders, the standard
performance data that is given has been cdculated for the gpplicable standard
performance data period or periods ended on the last day of the most recent
period for which financia statementsare provided in thereport to securityholders;

(xi)  the sdles communication clearly identifies the periods for which the performance
data is caculated and indicates, if appropriate, how more up to date standard
performance data may be obtained;

(xiil)  the sdescommunication includes a statement that al performance data represents
past performance and is not necessarily indicative of future performance;

(xiv)  where the sdes communication refers to a mutual fund performance rating or
ranking, therating or ranking must be prepared by an independent organization and
gtandard performance datamust be provided for any mutua fund whoserating or
ranking is quoted; and

(xv)  where a sdles communication refers to a credit rating which reflects the credit
qudity of amutua fund's portfolio, the rating must be prepared by an independent
rating organization, only the most current rating of that rating organization may be

guoted and the lowest such rating of any independent rating organization must be
quoted if the mutua fund is rated by more than one such organization.

(b) Advertisements broadcast on radio or televison may not contain performance data.
SECTION 16.05 - CALCULATION OF STANDARD PERFORMANCE DATA
@ The following are genera assumptions for the caculation of standard performance data:’
() any fees and charges payable by the mutua fund are accrued or paid;
(i) any dividends or digtributions by the mutud fund are reinvested in the fund a the
net asset va ue per security of the mutud fund on the reinvestment dates during the

performance measurement period;

@ii)  any recurring feesand chargesthat are payable by al securityholdersand any fees
and chargesthat are payable by subscribersin connection with an asset dlocation

” Where the mutual fund is an asset allocation service, these assumptions are to be used for both the asset
allocation service and the underlying funds, where applicable.
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sarvice are accrued or paid in proportion to the length of the performance
measurement period. (For any such fees and charges which would result in the
performanceinformation being dependent upon the Size of the account, assumethe
grester of a $10,000 account size or the minimum amount that may be invested;
provided that, in the case of fees and charges which are fully negotiable, assume
the average amount actualy paid by an account of the same size);

(iv)  there are no nontrecurring fees and charges that are payable by some or al
securityholders (eg. front-end sdes commissons and contingent deferred
redemption charges) and no recurring fees and chargesthat are payable by some
but not al securityholders (e.g. distribution fees);

V) there are no optiona fees and charges related to specific services (e.g. transfer
fee® and fees and charges for registered retirement savings plans, registered
retirement income funds, registered education savings plans, pre-authorized
checking plans, systematic withdrawa plans and contractud plans);

(vi)  acomplete redemption occursat the end of the performance measurement period
30 thet the ending redeemable va ue includes d ements of return such asincomethat
has been accrued but not yet paid to securityholders;

(vii)  the cdculation of sandard performance data is based on actud historica
performance and the fees and charges payable by the mutud fund and by
securityholdersin effect during the performance measurement period;

(viii)  inthe case of an asset dlocation service, the calculation of standard performance
datais based on the assumption that the investment strategy recommended by the
ast dlocation service is utilized for the performance measurement period; and

(iX)  inthecase of an assat dlocation service, transfer fees are assumed to be accrued
or paid. (For any such fees and charges which would result in the performance
information being dependent upon the size of the account, assume the greater of a
$10,000 account size or the minimum amount that may beinvested; provided that,
in the case of fees and charges which are fully negotiable, assume the average
amount actudly paid by an account of the same Sze).

(b) For purposes of this Section 16.05 (b), the following terms have the following meanings:

() "current yied" means the current yield of a money market fund expressed as a

8 Where the mutual fund is an asset allocation service, transfer fees are not optional fees or charges related
to specific services.
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percentage and determined by gpplying the following formula:
current yield = [seven day return x 365/7] x 100;

(in) "effective yidd' means the effective yield of amoney market fund expressed asa
percentage and determined by gpplying the following formula:

effective yidd = [(seven day return + 1)%%-1] x 100; and

(i)  "savenday return” meanstheincomeyied(i.e. excluding redlized or unredlized net
cagpitd gains) of a securityholder's account in a money market fund which is
caculated by:

(A)  determining thenet change, excdlusveof new subscriptions (other than from
the reinvestment of ditributions) or redemption of units of the money
market fund, in the value of a securityholder's account;

(B)  subtracting dl fees and charges of the type described in Section
16.05(a)(iii) at the end of the seven day period; and

(C)  dividing theresult by the vaue of the account at the beginning of the seven
day period.

Money market fund standard performance data must be caculated to the nearest one
hundredth of one percent.

For purposes of this Section 16.05(c), "total return™ has the following meaning:

"totd return” means the annua compounded rate of return for amutua fund for a period
that would equate the initid vaue to the redeemable vaue at the end of the period,
expressed as a percentage, and determined by gpplying the following formula

total return = [(redeemable vaueiinitid value)™™-1] x 100

Where N = the length of the performance measurement period in years, with a minimum
vaueof 1;

If there are fees and charges of the type described in Section 16.05(3)(iii), "redeemable
vaue' and "initid vaue' will have to be determined by gpplying assumptions to a
hypothetical securityholder account.

If there are no fees and charges of the type described in Section 16.05(2)(iii), the
caculdion of tota return using the above formulafor amutuad fund which is not an asset
alocation service may be smplified by assuming a hypothetica investment of one unit or
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share of the mutud fund asfollows:

() "initid vaue' meansthe net asst vaue of one unit or share of amutud fund at the
beginning of the performance measurement period; and

(i) "redeemable value' =
RX (1 + Dy/Py) X (1 + Do/P,) X (1 + D3/P3)..x (1 + Dy/Py)

Where R=  the redemption vaue of one unit or share of the mutud
fund at the end of the performance measurement period

D= dividend or digtribution amount per unit or share of the
mutua fund at the time of each digtribution

P=  dividend or digribution reinvestment price per unit or
share of the mutud fund at the time of each distribution

n=  number of dividends or didributions during the
performance measurement period.

Standard performance data for a mutua fund other than a money market fund must be calculated to the
nearest one tenth of one per cent.

SECTION 16.06 - WARNINGS

@ Subject to thissection, al sdescommunications, other than reportsto securityhol ders mugt
contain awarning in the following words or to like effect:

Important information about this mutud fund is contained in its smplified
prospectus. Obtain acopy from [insert name and address or tel egphone number of
registrant, or in the case of afinancia indtitution, indicate branches as appropriate]
and read it carefully beforeinvesting. [For money market funds disclose: yied will
fluctuate and there is no assurance the fund can maintain afixed net asset value).
[For other funds disclose: unit/sharevaue, [insart yied for income funds only] and
investment return will fluctuate].

(b) Every sdes communication distributed after the time a receipt for the prdiminary
prospectus of the mutua fund described in the sales communication isissued but prior to
the time a recaipt for its progpectus is issued mug, in place of the warning language
required by Section 16.06(a), contain awarning in the following words or to like effect:

A preliminary amplified prospectus relaing to these securities has been filed with
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(d)

(€

(f)

the securitiescommissonsor Smilar authoritiesin certain provincesor territories of
Canada but has not yet become fina for the purpose of offering these securities.
There may be no sde of these securities prior to the issuance of arecept for the
amplified prospectus by the applicable securities regulatory authorities in the
jurisdiction where the sdle or offer is made. Important information concerning this
offering will be contained in theissuer's smplified prospectus. Obtain acopy from
[insert name and address or telephone number of registrant, or in the case of a
financid inditution, indicate branches as appropriate] and read the amplified
prospectus beforeinvesting. [For money market fundsdisclose: yield will fluctuate
and there is no assurance that the fund can maintain afixed net asset vaue). [For
other funds disclose: unit/share vaue, [insart yidd for income funds only] and
investment return will fluctuate].

Where a mutud fund has not filed pursuant to Nationa Policy Statement No. 36, these
warnings should be amended to refer to its long form prospectus.

Where themutud fundisan asset alocation service, thewarningsin Sections 16.06(a) and
16.06(b) should be modified to refer o the prospectuses and performance of the
underlying funds.

Where asdes communication isbroadcast on radio thewarningsin Sections 16.06() and
16.06(b) must be communicated orally and where the sl escommunication isbroadcast on
televison, the warnings may be communicated ordly or visualy.

A sdles communication need not contain the warning required by Section 16.06(3) if:

() the sales communi cation does not contain any performance data; and

(i) the warning, if it was included, would congtitute more than 50% of the sdes
communication.

SECTION 16.07 - SALES COMMUNICATIONS DURING THE WAITING PERIOD

Where asdes communication is used after the time areceipt for the preliminary prospectus of the mutud
fund described in the sdles communication is issued but prior to the time a receipt for its prospectus is
issued, the sdles communication may only identify the security by indicating:

@

)
3

whether the security represents a share in a company or an interest in a non-corporate
entity (eg. atrust);

the issuer of the security and its manager;
briefly the investment objectives of the issuer (eg. whether the mutud fund is a money
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(4)

Q)

market fund, whether the mutua fund investsin Canadian equities or bonds or isabaanced
fund, etc.);

without giving details, whether the security is or will be a qudified invesment for a
registered retirement savings plan, registered retirement income fund or registered education
savings plan or qudifies or will qudify the holder for specid tax trestment; and

any additiond information permitted by gpplicable securities legidation.

SECTION 16.08 - APPLICATION OF OTHER POLICIES

The Principles of Regulation regarding the distribution of mutua funds by financid inditutions apply to sales
communications.

The provisons of Nationd Policy Statements Nos. 21 and 25, Interim National Policy Statement No. 42
and Uniform Act Policy No. 2-13 do not apply to sales communications.

SECTION 16.09 - EFFECTIVE DATE AND TRANS TION PERIOD

@
(b)

(©

The effective date of Section 16 is August 1, 1992.
For the purposes of this section, amutua fund that:

() at any time during the month of June, 1992 described itsdf asamoney fund, cash
fund or money market fund; or

(i) published its current yield or current and effective yields in accordance with the
CSA Notice - Rates of Return on Money Market Funds (which took effect on
November 12, 1990);

may, if it so ects, be deemed to satisfy the definition of money market fund in Section
16.01(a)(iv) and the requirements of Section 16.02(g) for the period up to and including
December 31, 1992.

Existing supplies of written sales communications (other than advertisements and reportsto
securityholders) that do not comply with Section 16 may be utilized until December 31,
1992. Thereis no regtriction on the continued use of reports to securityholders that were
initidly published prior to the effective date of Section 16.

SCHEDULE |
APPROVED CREDIT RATING

Q) The approved credit rating for purposes of Subsections 1.01 (1), (3) and (18) and the approved
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credit rating with respect to the over-the-counter optionsand forward contracts, or the equivaent
debt of the other party thereto, required by paragraph 2.07(2)(c), isacredit rating that isequa to
or higher than the level indicated in the table below:

Approved Rating Agency Commercial Paper Debt
Canadian Bond Rating Service Inc. A-1 A
Dominion Bond Rating Service Ltd. R-1-L A
IBCA Limited A-1 A
Moody's Investors Service, Inc. P-1 A
Standard & Poor's Corporation A-1 A
provided that

) there has been no announcement that the rating may be down-graded to aleve beow the
level o indicated; and

(i) no other Approved Rating Agency, as noted above, hasrated the over-the-counter option
or forward contract, or equivaent debt of the other party to the transaction, below thelevel
soindicated unlessthe over-the- counter option or forward contract isissued or guaranteed

by the Federd, Provincid or Territorid Governments of Canadaor isissued or guaranteed
by the Government of the United States of America.

SCHEDULE 11
PERMITTED CLEARING CORPORATIONS

Trans Canada Options Inc.
The Options Clearing Corporation
International Options Clearing Corporation
The Intermarket Clearing Corporation

SCHEDULE Il

LIST OF PERMITTED FUTURES EXCHANGES

The securities authorities, at the request of The Investment Funds Ingtitute of Canada, are publishing with
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Nationd Policy Statement No. 39, alist of permitted futures exchanges. By including the permitted futures
exchanges set out in this Schedule the securities authorities make no representation as to the suitability of
trading on such exchanges and have not examined the trading practices, clearing arrangements, by laws,
rules or regulations under which such exchanges operate nor the regulatory regimes to which they are
subject.

Australia

Sydney Futures Exchange Limited
Augrdian Financid Futures Market

Austria

Oserreichische Termin-und Option borse (OTOB -
The Audtrian Options and Futures Exchange)

Belgium
Bdfox CV (Begium Futures and Options Exchange)

Brazil

Bolsa Brasilerra de Futuros
Bolsa de Mercadorias & FuturosBolsa de VVaores de Rio de Janeiro

Canada

The Winnipeg Commodity Exchange

The Toronto Futures Exchange

The Montreal Exchange

Denmark

K gbenhavns Fondsbars (Copenhagen Stock Exchange)

Garenti fonden for Dankse Optioner og Futures (Guarantee Fund for Danish Options and Futures)
Futop (Copenhagen Stock Exchange)

Finland

Suomen Optionmeklarit Oy (Finnish Options Market)
Oy Suomen Optiopdrss (Finnish Options Exchange)

France
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Marché aterme internationd de France SA. (MATIF SA.)
Germany

DTB Deutsche Terminbdrse GmbH

Hong Kong

Hong Kong Futures Exchange Limited

Ireland

Irish Futures and Options Exchange

Japan

Osaka Shoken Torihikisho (Osaka Securities Exchange)
The Tokyo Commodity Exchange for Industry

The Tokyo International Financia Futures Exchange
Tokyo Stock Exchange

Netherlands

EOE- Optiebeurs (European Options Exchange)Financide Termijnmarkt Amsterdam N.V.

New Zealand

New Zedand Futures and Options Exchange

Philippines

Manila Internationd Futures Exchange

Singapore

Singapore Internationa Monetary Exchange Limited (SIMEX)
Spain

Meff RentaFja
Meff RentaVariable

Sweden

OM Stockholm Fondkommission AB
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Switzerland

Swiss Options and Financid Futures Exchange (SOFFEX)

United Kingdom

London Internationa Financia Futures and Options Exchange (LIFFE) OM London
United States

Chicago Board of Trade (CBOT)

Chicago Mercantile Exchange (CME)

Commodity Exchange, Inc. (COMEX)

Financid Instrument Exchange (Finex) adivison of the New Y ork Cotton Exchange
Board of Trade of Kansas City, Missouri, Inc.

MidAmerica Commodity Exchange

New Y ork Futures Exchange, Inc. (NYFE)

Pecific Stock Exchange

Philadelphia Board of Trade (PBOT)

Twin Cities Board of Trade
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