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amendments to NI 81-102 dated 16 Feb 2001.

to ASC Notice announcing

AMENDMENT TO
NATIONAL INSTRUMENT 81-102
MUTUAL FUNDS

PART 1. AMENDMENTS

1.1 Amendments

@ Section 1.1 of Nationd Instrument 81-102 Mutual Fundsisamended by

@ the addition of the following as paragraphs 5 and 6 of the
definition of "cash cover":

"B. Securities purchased by the mutua fund in a reverse
repurchase transaction under section 2.14, to the extent
of the cash paid for those securities by the mutud fund.

6. Commercia paper that hasaterm to maturity of 365 days
or lessand an gpproved credit rating and that wasissued
by a person or company other than a government or
permitted supranationa agency.”;

(b) the ddetion of the definition of "index mutud fund' and the
subgtitution of the following:

"index mutud fund® means a mutud fund that has adopted

fundamenta investment objectives that require the mutua fund to

@ hold the securities that are included in a permitted index
or permitted indices of the mutua fund in substantidly the
same proportion as those securities are reflected in that
permitted index or those permitted indices, or

(b) invest in amanner that causesthe mutua fund to replicate
the performance of that permitted index or those
permitted indices”;

(© the addition of the following definition:

"permitted index" means, in relaion to a mutud fund, a market
index thet is

@

both
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0] adminigered by an organization tha is not
afiliated with any of themutua fund, itsmanager,
its portfolio adviser or its principd distributor,
and

(i) avalable to persons or companies other than the
mutud fund, or

widdly recognized and used;";

(d)  theaddition of thefollowing definition:

" “qudified security’ means

@

(b)

an evidence of indebtedness that is issued, or fully and
unconditionaly guaranteed asto principa andinterest, by

0]

(il

the government of Canada or the government of
ajurisdiction,

the government of the United States of America,
the government of one of the states of the United
States of America, the government of another
sovereign state, or a permitted supranational
agency, if, in each case, the evidence of
indebtedness has an approved credit rating, or

a Canadian financid inditution or a financid
inditution that is not incorporated or organized
under thelaws of Canadaor of ajurisdictionif, in
ether case, evidences of indebtedness of that
issuer or guarantor that are rated as short term
debt by an approved credit rating organization
have an approved credit rating, or

commercid paper that hasaterm to maturity of 365 days
or less and an approved credit rating and that wasissued
by a person or company other than a government or
permitted supranationd agency;" and
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(e the deletion of item 1 of paragraph (b) of the definition of "sdes
communication”, and the renumbering of exiging items 2 through
6 of that paragraph asitems 1 through 5.

Nationa Instrument 81-102 isamended by therenumbering of section 1.3
as subsection 1.3(1), and by the addition of the following as subsections
1.3(2) and (3):

"(20 A mutud fund that renews or extends a securities lending,
repurchase or reverse repurchase transaction is entering into a
securitieslending, repurchaseor reverserepurchaseagreement for
the purposes of section 2.12, 2.13 or 2.14.".

3 Inthisingrument, areferenceto a"smplified progpectus’ includes
aprospectus, areferenceto a”preliminary smplified prospectus’
incdludesapreliminary prospectusand areferencetoa”pro forma
amplified prospectus’ includes a pro forma prospectus.

Nationa Instrument 81-102 is amended by

@ the deletion of the words "prospectus or" in each of paragraph

1.2(a), paragraph 8.1(a), paragraph 17.3(2)(a) and paragraph
20.4(b);

(b) the addition of theword "smplified" immediately before theword
"progpectus’ in paragraph 1.2(b); and

(© the ddetion of the words "prdiminary prospectus or" and
"prospectus or” in subsection 15.4(9).

Section 2.1 of Nationd Instrument 81-102 Mutua Fundsis amended by
the addition of the following as subsections 2.1(5), (6) and (7):

"(5) Despite subsection (1), an index mutud fund, the name of which
includes the word "index", may purchase a security, enter into a
Specified derivatives transaction or purchase index participation
units if required to dlow the index mutua fund to stidfy its
fundamenta investment objectives.

(6) An index mutud fund shdl not rely on the relief provided by
subsection (5) unless
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itssmplified prospectus contains the disclosure referred
to in subsection (5) of Item 6 and subsection (5) of Item
9 of Part B of Form 81-101F1 Contents of Simplified
Prospectus; and

the index mutua fund has provided to its securityholders
written notice given not less than 60 days before it first
relies on the relief provided by subsection (5), that
disclosesthat it may, from timeto time, rely on that relief
and that contains the disclosure referred to in paragraph

@.

Paragraph (6)(b) does not apply if each smplified prospectus of
the index mutud fund since its inception contains the disclosure
referred to in paragraph (6)(a).

) Nationd Instrument 81-102 is amended by the deletion of subsections
2.7(1) and (2) and the subtitution of the following:

"(2)

A mutud fund shal not purchase an option thet is not a clearing
corporation option or a debt-like security or enter into aswap or
aforward contract unless

@

(b)

in the case of an option, swap or forward contract, the
option, swap or contract has aremaining term to maturity
of

() three years or less, or

(i) between three and five yearsif, a thetime of the
transaction, the option, swap or contract
provides the mutud fund with a right, & its
eection, to eiminae its exposure under the
option, swap or contract no later than threeyears
after the mutua fund has purchased the option or
entered into the swap or contract; and

a the time of the transaction, the option, debt-like
security, swap or contract, or equivalent debt of the
counterparty, or of a person or company that has fully
and unconditionally guaranteed the obligations of the
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counterparty in respect of the option, debt-like security,
swap or contract, has an approved credit rating.

If the credit rating of an option that is not a clearing corporation
option, the credit rating of a debt-like security, swap or forward
contract, or the credit rating of the equivalent debt of thewriter or
guarantor of the option, debt-like security, swap or contract, fals
below the level of gpproved credit rating while the option, debt-
like security, swap or contract isheld by amutua fund, the mutua
fund shdll take the stepsthat are reasonably required to close out
itsposition in the option, debt-like security, swap or contractinan
orderly and timely fashion.".

(6) Nationd Instrument 81-102 is amended by the addition of the following
as section 2.12:

"2.12 SecuritiesLoans

@

Despite any other provison of thisIngrument, amutua fund may
enter into a securities lending transaction aslender if thefollowing
conditions are satisfied for the transaction:

1. The transaction is administered and supervised in the
manner required by sections 2.15 and 2.16.

2. The transaction is made under a written agreement that
implements the requirements of this section.

3. Securities are loaned by the mutua fund in exchange for
collaterd.

4, The securities transferred, either by the mutud fund or to
the mutua fund as collatera, as part of thetransaction are
immediately avallable for good ddivery under applicable
legidation.

5. The callaterd to be ddivered to the mutud fund at the
beginning of the transaction
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@ isrecaived by the mutua fund either before or at
the same time as it ddivers the loaned securities;
ad

(b) has a market value equal to at least 102 percent
of the market value of the loaned securities.

The collaterd to be ddivered to the mutua fund isoneor
more of

@  cahy
(b) qualified securities,

(© securitiesthat areimmediately convertibleinto, or
exchangeable for, securities of the same issuer,
classor type, and the sameterm, if gpplicable, as
the securities that are being loaned by the mutud
fund, and in at least the same number as those
loaned by the mutud fund; or

(d) irrevocable letters of credit issued by a Canadian
financid indtitution that is not the counterparty, or
an affiliate of the counterparty, of the mutud fund
inthe transaction, if evidences of indebtedness of
the Canadian financid ingtitution that arerated as
short term debt by an approved credit rating
organization have an gpproved credit reting.

The collateral and loaned securitiesare marked to market
on each business day, and the amount of collaterd in the
possesson of the mutuad fund is adjusted on each
business day to ensure that the market value of collatera
mantained by the mutud fund in connection with the
transaction is at least 102 percent of the market value of
the loaned securities.

If an event of default by a borrower occurs, the mutud
fund, in addition to any other remedy available under the
agreement or applicable law, has the right under the
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agreement to retain and dispose of the collatera to the
extent necessary to satisfy itsclamsunder the agreement.

The borrower is required to pay promptly to the mutud
fund amounts equa to and as compensation for al
dividendsand interest paid, and dl distributions made, on
the loaned securities during the term of the transaction.

Thetransactionisa™securitieslending arrangement” under
section 260 of the ITA.

The mutua fund is entitled to terminate the transactionat
any time and recdl| theloaned securitieswithin the normal
and customary settlement period for securities lending
transactions in the market in which the securities are lent.

Immediatdy after the mutud fund enters into the
transaction, the aggregate market value of al securities
loaned by the mutud fund in securities lending
transactions and not yet returned to it or sold by the
mutud fund in repurchase transactions under section 2.13
and not yet repurchased does not exceed 50 percent of
the total assets of the mutua fund, and for such purposes
collaterd held by the mutud fund for theloaned securities
and cash hdd by the mutua fund for the sold securities
shdl not beincluded in total assets.

A mutud fund may hold dl cash ddivered to it asthe collaterd in
a securities lending transaction or may use the cash to purchase

@

(b)

(©

qudified securities having aremaining term to maturity no
longer than 90 days,

securities under a reverse repurchase agreement
permitted by section 2.14; or

acombination of the securities referred to in paragraphs
(& and (b).
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3 A mutud fund, during the term of a securities lending transaction,
shdl hold dl, and shdl not invest or dispose of any, non-cash
collatera ddivered to it as collaterd in the transaction.”.

Nationa Instrument 81-102 is amended by the addition of the following
as section 2.13:

"2.13 Repurchase Transactions

@ Despite any other provison of thisInsrument, amutud fund may
enter into a repurchase transaction if the following conditions are
satisfied for the transaction:

1. The transaction is administered and supervised in the
manner required by sections 2.15 and 2.16.

2. The transaction is made under a written agreement that
implements the requirements of this section.

3. Securities are sold for cash by the mutud fund, with the
mutua fund assuming an obligation to repurchase the
Securities for cash.

4, The securities transferred by the mutual fund as part of
the transaction are immediately available for good
ddivery under gpplicable legidation.

5. The cash to be delivered to the mutud fund a the
beginning of the transaction

@ is received by the mutud fund ether before or at
the same time as it ddivers the sold securities,
and

(b) isinan amount equa to at least 102 percent of
the market value of the sold securities.

6. The sold securities are marked to market on each
business day, and the amount of sale proceeds in the
possession of the mutuad fund is adjusted on each
businessday to ensurethat the amount of cash maintained
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by the mutua fund in connection with the transaction isat
leest 102 percent of the market vaue of the sold
securities.

If an event of default by a purchaser occurs, the mutua
fund, in additionto any other remedy available under the
agreement or gpplicable law, has the right under the
agreement to retain or dispose of the sde proceeds
delivered to it by the purchaser to the extent necessary to
satidfy its cdlams under the agreement.

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

Thetransactionisa" securitieslending arrangement” under
section 260 of the ITA.

The term of the repurchase agreement, before any
extensonor renewd that requiresthe consent of both the
mutud fund and the purchaser, is not more than 30 days.

Immediatdy after the mutud fund enters into the
transaction, the aggregate market value of all securities
loaned by the mutud fund in securities lending
transactions under section 2.12 and not yet returned to it
or sold by the mutua fund in repurchase transactions and
not yet repurchased does not exceed 50 percent of the
total assats of the mutud fund, and for such purposes
collatera held by the mutud fund for the loaned securities
and the cash held by the mutua fund for the sold
securities shdl not beincluded in total assets.

A mutud fund may hold cash delivered to it as congderation for
sold securitiesin a repurchase transaction or may usethe cash to
purchase

@

qudified securities having aremaning term to maturity no
longer than 30 days;
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securities under a reverse repurchase agreement
permitted by section 2.14; or

a combination of the securities referred to in paragraphs
(@ and (b).".

8 Nationa Instrument 81-102 is amended by the addition of the following

as section 2.14:

"2.14 Reverse Repurchase Transactions

@

Despite any other provison of thisInsrument, amutud fund may
enter into a reverse repurchase transaction if the following
conditions are stisfied for the transaction:

1.

The transaction is administered and supervised in the
manner required by sections 2.15 and 2.16.

The transaction is made under a written agreement that
implements the requirements of this section.

Qudified securities are purchased for cash by the mutud
fund, with themutua fund assuming the obligation to resdll
them for cash.

The securities transferred as part of the transaction are
immediately available for good ddlivery under gpplicable
legidation.

The securities to be ddivered to the mutua fund at the
beginning of the transaction

@ are received by the mutua fund ether before or
a the sametime asit ddivers the cashused by it
to purchase those securities; and

(b) have amarket value equal to at least 102 percent
of the cash paid for the securities by the mutua
fund.
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The purchased securities are marked to market on each
business day, and ether the amount of cash paid for the
purchased securities or the amount of purchased
Securitiesin the possesson of the sdller or the mutua fund
isadjusted on each business day to ensurethat the market
vaue of purchased securities held by the mutud fund in
connection with the transaction is not less than 102
percent of the cash paid by the mutual fund.

If an event of default by asdler occurs, the mutud fund,
inaddition to any other remedy availablein the agreement
or gpplicable law, has the right under the agreement to
retain or digpose of the purchased securities delivered to
it by the sdller to the extent necessary to satisfy itsclams
under the agreement.

Thetransactionisa™securitieslending arrangement” under
section 260 of the ITA.

The term of the reverse repurchase agreement, before
any extenson or renewal that requiresthe consent of both
the sdler and the mutua fund, is not more than 30 days.

9 Nationa Instrument 81-102 is amended by the addition of the following

as section 2.15:

"2.15 Agent for Securities Lending, Repurchase and Reverse
Repurchase Transactions

@

@)

3

The manager of a mutua fund shdl gppoint an agent or
agents to act on behdf of themutua fund in administering
the securitieslending and repurchase transactions entered
into by the mutud fund.

The manager of a mutud fund may gppoint an agent or
agents to act on behdf of the mutua fund to administer
the reverse repurchase transactions entered into by the
mutud fund.

The custodian or a sub-custodian of the mutua fund shal
be the agent appointed under subsection (1) or (2).
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The manager of amutua fund shal not authorize an agent
to enter into a securities lending, repurchase or, if
applicable, reverse repurchase transactions on behaf of
the mutud fund until the agent enters into a written
agreement with the manager and the mutua fundinwhich

@

(b)

(©

the mutua fund and the manager provide
ingtructions to the agent on the parametersto be
followed in entering into the type of transactions
to which the agreement pertains;

the agent agrees to comply with this Instrument,
accepts the standard of care referred to in
subsection (5) and agrees to ensure that dl
transactions entered into by it on behaf of the
mutud fund will comply with this Insrument; and

the agent agrees to provide to the mutual fund
and the manager regular, comprehensve and
timdy reports summarizing the mutud fund's
securities lending, repurchase and reverse
repurchase transactions, as applicable.

An agent gppointed under this section, in administering
the securities lending, repurchase and, if gpplicable,
reverse repurchase transactions of the mutua fund shall
exercise the degree of care, diligence and sKill that a
reasonably prudent person would exercise in the
circumstances.”.

Nationa Instrument 81-102 is amended by the addition of the following

as section 2.16:

"2.16 Controlsand Records

@ A mutua fund shal not enter into transactions under sections
2.12,2.13 or 2.14 unless,



)

3

@

(b)

-13-

for transactions to be entered into through an agent
gppointed under section 215, the manager has
reasonable grounds to beieve that the agent has
established and maintains gppropriate interna controls
and procedures and records; and

for reverse repurchase transactions directly entered into
by the mutua fund without an agent, the manager has
established and maintains appropriate interna controls,
procedures and records.

The interna controls, procedures and records referred to in
subsection (1) shal include

@ a list of approved borrowers, purchasers and sdlers
based on generaly accepted creditworthiness standards;

(b) as applicable, transaction and credit limits for each
counterparty; and

(© collatera diverdfication standards.

The manager of amutud fund shall, on a periodic basis not less

frequently than annudly,

@ review the agreements with any agent appointed under

(b)

(©

section 2.15 to determine if the agreements are in
compliance with this Instrument;

review theinterna controls described in subsection (2) to
ensure their continued adequacy and appropriateness,

make reasonable enquiries as to whether the agent is
adminigtering the securitieslending, repurchase or reverse
repurchase transactions of the mutua fund in acompetent
and responsble manner, in conformity with the
requirements of thisInstrument and in conformity with the
agreement between the agent, the manager and the mutua
fund entered into under subsection 2.15(4);
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review the terms of any agreement between the mutua
fund and an agent entered into under subsection 2.15(4)
in order to determine if the ingtructions provided to the
agent in connection with the securitieslending, repurchase
or reverse repurchase transactions of the mutua fund
continue to be appropriate; and

make or cause to be made any changes that may be

necessary to ensure that

0] the agreements with agents are in compliance
with this Insrument,

(i) the internal controls described in subsection (2)
are adequate and appropriate,

(i)  the securities lending, repurchase or reverse
repurchase transactions of the mutua fund are
adminigered in the manner described in
paragraph (c), and

(iv)  thetermsof each agreement betweenthe mutua

fund and an agent entered into under subsection
2.15(4) are appropriate.”.

(11) Nationd Instrument 81-102 is amended by the addition of the following

as section 2.17:

"2.17 Commencement of Securities Lending, Repurchase and
Rever se Repurchase Transactions by a Mutual Fund

@

A mutud fund shdl not enter into securities lending,
repurchase or reverse repurchase transactions unless

@

(b)

its amplified prospectus contains the disclosure
required for mutuad funds entering into those
types of transactions, and

the mutua fund has provided to its
securityholders, not less than 60 days before it
begins entering into those types of transactions,
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written notice that discloses its intent to begin
entering into those types of transactions and the
disclosure required for mutud funds enteringinto
those types of transactions.

Paragraph (1)(b) doesnot apply to amutua fund that has
entered into reverse repurchase agreements as permitted
by a decison of the securities regulatory authority or
regulator.

(12) Nationd Instrument 81-102 isamended by the deletion of section 4.2 and
the subgtitution of the following:

"42  Self-Dealing

@

)

A mutud fund shdl not purchase a security from, el a
Security to, or enter into a securities lending, repurchase
or reverse repurchase transaction under section 2.12,
2.13 or 2.14 with, any of the following persons or
companies.

1 The manager, portfolio adviser or trustee of the
mutua fund.

2. A partner, director or officer of the mutud fund
or of the manager, portfolio adviser or trustee of
the mutud fund.

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

4, A person or company, having fewer than 100
securityholders of record, of which a partner,
director or officer of themutua fund or apartner,
director or officer of the manager or portfolio
adviser of the mutud fund is a partner, director,
officer or securityholder.

Subsection (1) gppliesin the case of a sde of a security
to, or a purchase of asecurity from, amutud fund only if
the person or company that would be sdlling to, or



(13)

(14)

(15)

(16)

-16-

purchasing from, the mutua fund would be doing o as
principd.".

Nationd Instrument 81-102 is amended by the deletion of subsection
4.4(5), the substitution of subsection (5) below as the new subsection (5)
and the addition of subsection (6) below as subsection (6):

"9

(6)

This section does not apply to any losses to a mutua fund or
securityholder arising out of an action or inaction by

@ adirector of the mutud fund; or

(b) acustodian or sub-custodian of the mutua fund, except
as st out in subsection (6).

This section applies to any losses to a mutual fund or
securityholder arising out of an action or inaction by a custodian
or sub-custodian acting as agent of the mutud fund in
adminigering the securities lending, repurchase or reverse
repurchase transactions of the mutua fund.".

Nationa Instrument 81-102 is amended by

@

(b)

the addition of the words "or regulator” immediatdy after the
words "securities regulatory authority” in subsections 5.5(1),
5.5(2) and 5.6(1) and section 5.9; and

the addition of the following as subsection 5.5(3):

"(3) Despite subsaction (1), in Ontario only the regulator may
grant an gpproval referred to in subsection (1)."

Paragraph 6.3(3)(b) of Nationa Instrument 81-102 is amended by
griking out "subgdiary” and subgtituting "effiliate’.

National Instrument 81-102 is amended by

@

changing the title of section 6.8 to "Custodid Provisons relating
to Derivatives and Securities Lending, Repurchase and Reverse
Repurchase Agreements’;
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the deletion of subsection 6.8(4) and the subgtitution of the
following:

"(4)

The agreement by which portfolio assets of amutud fund
are deposited in accordance with subsection (1), (2) or
(3) shdl require the person or company holding portfolio
assats of the mutuad fund so deposited to ensure thet its
records show that that mutud fund isthe beneficid owner
of the portfolio assets.”; and

by the addition of the following as subsection 6.8(5):

")

A mutud fund may ddliver portfolio assetsto aperson or
company in satisfaction of its obligations under a
securities lending, repurchase or reverse purchase
agreement that complies with this Insrument if the
collateral, cash proceeds or purchased securitiesthat are
ddivered to the mutud fund in connection with the
transaction are held under the cugtodianship of the
custodian or a sub-custodian of the mutua fund in
compliance with this Part.”.

Nationa Instrument 81-102 is amended by the deetion of the words

"immediately before the close of business' in paragraph 9.4(4)(a).

Nationd Instrument 81-102 is amended by the deletion of subsection
11.4(1) and the subgtitution of the following:

"D

Sections 11.1 and 11.2 do not apply to members of The
Invesment Dedlers Association of Canada, The Montred
Exchange, The Toronto Stock Exchangeor the Canadian Venture

ExchangelInc.".

Nationd Instrument 81-102 is amended by the deletion of subsection
12.1(4) and the subgtitution of the following:

"(4)

Subsection (3) does not apply to members of The Investment
Deders Asociation of Canada, The Montrea Exchange, The
Toronto Stock Exchange or the Canadian Venture Exchange

Inc.”.
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Nationa Instrument 81-102 is amended by the deletion of subsection
15.4(12).

Nationd Instrument 81-102 is amended by the deletion of subparagraph
15.6(8)(i) and the subgtitution of the following:

“(i) the mutud fund has didributed securities under a smplified
prospectus in a jurisdiction for 12 consecutive months, or the
asset dlocation service has been operated for a least 12
consecutive months and has invested only in participating funds
each of which has didributed securities under a smplified
prospectus in a jurisdiction for at least 12 consecutive months,
or.

Nationa Instrument 81-102 is amended by the addition of the following
as section 15.14:

"Sales Communication - Multi-Class Mutual Funds - A sdes
communicationfor amutua fund that distributes different classes or series
of securities that are referable to the same portfolio shal not contain
performance data unless the sdes communication complies with the
following requirements:

1 The sdes communication clearly specifies the class or
series of security to which any performance daa
contained in the sales communication relates.

2. If the sdles communication refers to more than one class
or series of security and provides performance data for
any one class or series, the sdes communication shal
provide performance data for each class or series of
security referred to in the sdles communication and shdl
clearly explain thereasonsfor different performance data
among the classes or series.

3. A sdes communication for a new class or series of
security and an exigting class or seriesof security shdl not
contain performance data for the existing class or series
unless the sdles communication dealy explans any
differences between the new class or series and the
exiding class or seriesthat could affect performance.”.
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Section 16.1 of Nationa Instrument 81-102 is amended by the deletion
of subparagraph (1)(a)(i) and the subgtitution of the following:

“(i) the totd expenses of the mutua fund, before income
taxes, for the financid year, as shown on its income
datement,”.

Nationa Instrument 81-102 is amended by the addition of the following
as subsection 16.1(4):

"(4) The requirements to provide note disclosure contained in
subsections (2) and (3) do nat apply if amutud fund providesits
management expense ratio to a service provider that will arrange
for public dissemination of the management expense rdtio, if the
mutud fund indicates, as gpplicable, that management fees have
been waived or that management fees were paid directly by
investors during the period for which the management expense
ratio was caculated.".

Nationa Instrument 81-102 is amended by the renumbering of exigting
subsections 16.1(4), (5), (6), (7) and (8) as subsections 16.1(5), (6), (7),
(8) and (9), respectively.

Nationa Instrument 81-102 is amended by the deletion of section 16.2
and the subgtitution of the following:

"16.2 Fund of Funds Calculation

Q) For the purposes of subparagraph 16.1(1)(a)(i), the total
expenses of amutud fund that investsin securities of oneor more
other mutud fundsis equd to the sum of:

@ the total expensesincurred by themutud fund that arefor
the period that the calculation of management expense
ratio is made and that are atributable to itsinvestment in
each underlying mutua fund, as caculated by

0] multiplying the total expenses of each underlying
mutua fund, beforeincometaxes, for the period,
by
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(i) the average proportion of securities of the
underlying mutua fund held by the mutud fund
during the period, calculated by

(A) adding together the proportion of
securities of the underlying mutud fund
hed by the mutua fund on each day in
the period, and

(B)  dividing the amount obtained under
clause (A) by the number of daysin the
period; and

(b) the tota expenses of the mutud fund, before income
taxes, for the period.”

A mutua fund that has exposure to one or more other mutual
funds through the use of specified derivaives in afinancid year
shdl cdculate its management expenseratio for the financia year
in the manner described in subsection (1), treating each mutud
fund towhich it hasexposure asan "underlying mutud fund" under
subsection (1).

Subsection (2) does not gpply if the specified derivatives do not
expose the mutua fund to expenses that would be incurred by a
direct investment in the rdlevant mutua funds.

Despite subsection 16.1(5), management fees rebated by an
underlying fund to amutua fund that investsin the underlying fund
shdl be deducted from total expensesof the underlying fund if the
rebate is made for the purpose of avoiding duplication of fees
between the two mutua funds.

Nationa Instrument 81-102 is amended by the addition of the following
as section 16.3:

"16.3 Applicationof Section 16.1 - Section 16.1 does not apply to a

mutud fund in respect of a financid year that ended before
February 1, 2000 if the management expense ratio for that
financid year is disclosed and cadculated in accordance with
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securities legidation gpplicable to mutua funds on January 31,
2000.".

(28)  Nationd Instrument 81-102 is amended by the deletion of section 20.3
and the subdtitution of the following:

"20.3 Reportsto Securityholders - ThisInstrument does not gpply to
reports to securityholders

€) printed before February 1, 2000; or

(b) that includeonly financid statementsthet relaetofinancid
periods that ended before February 1, 2000.".

PART 2 EFFECTIVE DATE

2.1 Effective Date - This Amendment comes into force on May 2, 2001.
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