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Companion Policy 81-101CP to National Instrument 81-101
Mutual Fund Prospectus Disclosure

PART 1 PURPOSE OF THE COMPANION POLICY
1.1 Purpose of the Companion Policy - The purpose of this Companion Policy is to state the

views of the CanadiasecuritiesregulateryauthoeritBecurities Administrators (CSA or wei

various matters relating to the Instrument, including,

(a) a discussion of the general approach taken bgdhedian-securitiesregulatory
autheritie€SA in, and the general regulatory purpose for, the Instnitme

(b) explanation and discussion of various parts ofrisrument; and

(c) examples of some matters described in the Instrtume

PART 2 PURPOSE AND GENERAL APPROACH OF THE INSTRUMENT

2.1 Purpose of the Instrument

(1) The purpose of the Instrument is to ensuretti@disclosure regime fanutual funds
provideprovidesinvestors with disclosure documents that clearly andisely state information

that investors should consider in connection with an tmesst decision about the mutual fund
while recognizing that investors have differing needs irivatg disclosureFwo-general

e SRR

(2) The disclosure regime for mutual funds is builtlmee main principles:

providing investors with key information about a mutual fund

providing the information in a simple, accessible antgarable format; and

providing the information before investors make their denigd buy.

(3) We use the following approaches in the Instrun@m@ichievehisresulithe principles
referred to in subsection (2):

3)-Seeond;thk Thelnstrument has been designed to ensure that investergaec

disclosure documents that will be helpful to them, pmdnitsmutualiund-organizations
considerabld permit somdlexibility in designing those documents in order to stssi

investors Fhe-lastrument-contemplates



2. The Instrument requires a mutual fund summary docuralati¢he ‘fund facts’,
which contains key information about a mutual fund. Thel flacts document is
intended to provide investors with sufficient informatiowaithe potential benefits,
risks and costs of investing in a mutual fund.

3. The Instrument further permitise use of twather disclosurelocuments by a mutual

fund{inaddition-te-financial statements) simplified prospectusvhich-is-givento-all

investers,and an annual information form, whigdareavailable on requesindthat,
together with the financial statemeritse management reports of fund performance and

the fund facts documentontain full, true and plaln dlsclosure about the mtﬁmdl

thGhJeheyareLmteFestEwese documents are avallable to mvestors to prowde more
detailed information about a mutual fund

4. The Instrument requires, in subsection 4.1(1), thagithelified prospectus, fund facts
document and annual information form be prepared using lplaguage and in a format
that assists in readability and comprehension. Theulmstint and related forms provide

detailed requirements on the content and format oétdesuments.

5. The Instrument recognizes that investors have diffaneeds in receiving mutual fund
disclosure and provides for flexibility in delivery ogtlfund facts document based on the
type of purchase and who is initiating the transaction.

(4) Mutual funds, managers and participants in the mutunal industry should prepare
disclosure documents and carry out delivery in a manngeisthansistent with the spirit and
intent of the Instrument.

2.1.1 Fund Facts Document

(1) The Instrument requires each investor in a mutual fomeceive a fund facts document for
the initial purchase of the mutual fund. An ‘initial purshais defined in the Instrument. The
fund facts document must be in plain language, generatiy fboth sides of one page, and
highlight key information important to investors, includingfpenance, risk and cost. The fund
facts document is incorporated by reference into thplgied prospectus.

(2) The Instrument and Form 81-101F3 (the “FF Form”) setletailed requirements on the
content and format of a fund facts document, while atigygome flexibility to accommodate
different kinds of mutual funds. The requirements ar@desd to ensure that the information in
a fund facts document of a mutual fund is clear, conarsgerstandable and easily comparable
with information in the fund facts document of other malitfunds.

2.2 Simplified Prospectus




pe#e%m&nee\ 5|mpI|f|ed prospectus is the prospectus for the purpdmcurltles Iemslatlon
While thelnstrument specifies that the requirement under secugtigslation to deliver the
prospectus is satisfied by delivery of the fund facts desjran investor may request to receive
the simplified prospectus, or any docummabrporated by reference into the simplified
prospectus.

(382) The Instrument and Form 81-101F1 (the “SP Fonrard)deset outdetailed requirements
as-taon theeententsontentand format of a simplified prospectdsiesd he requirementga)are
designed to ensure thide information about a mutual fund isianplified prespectuses

a#mrospectus |slear concise, understandabl@—we#erg&mzed—andreemam%h&most

2.3 Annual Information Form

(1) The Instrumententemplatagquiresthat a supplemental disclosure document, the annual
information form, will be provided to any person on requéke annual information form is
incorporated by reference into the simplified prospectus.

(2) Information contained in the related simplified prasps will generally not be repeated in an
annual information form except as necessary to makentheahinformation form

comprehensible as an independent docunéeterally-speakilg generglan annual

information form is intended to provide disclosure aboudediht matters than those discussed in
thefund facts document argimplified prospectus, such as information concerning tieenal
operations of the manager of the mutual fund, which neayflassistance or interest to some
investors.




(3) The Instrument and Form 81 101F2 (the “AIF Fora#&ele&gqed—t&ensutethat—&nennual

&nd—eempmheneren—%lhﬁnstmnqent—and—the#l;l%dlnw for more erX|b|I|ty in the

preparation of an annual information form than is tleeaaith a simplified prospectus. The
rules pertaining to the order in which information is to iseldsed in an annual information
form are not as stringent as fofuad facts document orsamplified prospectysand-an An

annual information form may include information not spealfy required by the AIF Form.

2.4 Financial Statements and M anagement Reports of Fund Performance — The Instrument
contemplates that the mutual fund’s most recentlytaddinancial statements, and any interim
statements filed after those audited statements, aasvidle mutual fund’s most recently filed
annual management report of fund performance, and amnintegnagement report of fund
performance filed after that annual management repdrthevprovided upon request to any
person or company requesting them. Like fund facts document atiie annual information
form, these financial statements and management regdusd performance are incorporated
by reference into the simplified prospectus. The resultat future filings will be incorporated
by reference into the simplified prospectus, while sup@rgetie financial statements and
management reports of fund performance previously filed.

2.5 Filing and Delivery of Documents

(1) Section 2.3 of the Instrument distinguishes betweeardents that are required by securities
legislation to be “filed” with the securities regulat@ythority and those that must be
“delivered” or “sent” to the securities regulatory auttyoArhe-Canadian-seeuritiesregulatory
adtheritiesremind-mubtunds-that decumerd®cumentghat are “filed” are on the public
record, and documents that are “delivered” or “sent’hatenecessarily on the public recoad.
documents required to be filed under the Instrument nauBileldl in accordance with National
Instrument 13-108ystem for Electronic Document Analysis and Retrieval (SEDAR).

(2) Section 1.1 of the Instrument defines “business daghgslay other than a Saturday,
Sunday or a statutory holiday. In some cases, a statutdiday may only be a statutory holiday
in one jurisdiction. The definition of business day stdwd applied in each local jurisdiction in
which a prospectus is being filed. For example, sectio 5fithe Instrument states that the date
of thecertificategertificatein a simplified prospectus must be within 3 business daysddie
filing of the simplified prospectushecertiicateBor example, the certificat@s the simplified
prospectus are dated Day 1. Day 2 is a statutory holidayébé&g but not in Alberta. If the
simplified prospectus is filed in both Alberta and Quélitemust be filed no later than Day 4 in
order to comply with the requirement in section 5.1.heflhstrument, despite the fact that Day
2 was not a business day in Québec. If the simplifiedppiias is filed only in Québec, it could
be filed on Day 5.

2.6 Supporting Documents



(1) [Repealed}{2Bubsection 2.3(6) of the Instrument permits the filingesfaan material
contracts from which certain commercial or finanaiddrmation was deleted in order to be kept
confidential Fhe-Canadian-securitiesregulatory-autherities-athatiewVe thinkthat
information such as fees and expenses and non-competaiases is the type of information
that could be kept confidential under this provision. In tleses, the benefits of disclosing that
information to the public are outweighed by the potentadlverse consequences of disclosure
for mutual fund managers and portfolio advisers. Howelierbasic terms of these agreements
must be included in the contracts that are filed. Thesses would include the provisions relating
to the term and termination of the agreements anddghesrand responsibilities of the parties to
the agreements.

2.7 Amendments

(1) Paragraph 2.1(@) of the Instrument requires an amendment to an amfoamation form

to be filed whenever an amendment to a simplified prspas filed.Similarly, subsection
2.3(5.1) of the Instrument requires an amendment to arabimfiormation form to be filed
whenever an amendment to a fund facts document is ffildee substance of the amendment to
thefund facts document or to tisamplified prospectuswould notsueh-as-t@equire a change

to the text of the annual information form, the amenun@ the annual information form would
consist only of the certificate page referring to theualfund to which the amendment to the
fund facts document or ttlsmplified prospectus pertains.

(2) Paragraph 2.1(1)(e) of the Instrument requires a mutual éufié tn amendment to a fund
facts document when a material change to the mutual fooar®that requires a change to the
disclosure in the fund facts document. This mirrorgéggliirement in paragraph 11.2(1)(d) of
National Instrument 81-10@wvestment Fund Continuous Disclosure. We would not generally
consider changes to the top 10 investments, investma&rdrngear-by-year returns of the mutual
fund to be material changes. However, changes to tigaifund’s investment objective and
risk profile would generally constitute a material changeéer securities leqgislation.

(3) The commercial copies of an amended and restatgalified prospectus, annual information
form and fund factslocument can be createdherby-afullreprint-dfy reprintingthe entire
documentor bythe-use-afsingstickers-affixed-toon an existing documeythat provide the

new text created by the amendment. If stickers are dsetlbe-necessaryto-use botore
stickerwill be requiredfor the substance of the amendments and a septcitr will be
requiredfor the cover page of the documembrderto-deseridbat describethe type and date

of the documenas—required-by-subsection-22(1){b)-of the-tastrupanapplicable

(34) The requirementsentainedn section 2.2 of the Instrument applybothinrelationtean
amendment to a full simplified prospectasad an amendment only to a Part A or Part B section
of a simplified prospectus in casesahichwherethe Part A and Part B sections are bound
separatelyFhe-Canadin-securitiesregulatory-authorities-note-that seSbgtion2.2 of the
Instrumentwouldregquireequiresamendments to various parts of a multiple SP to lwkeaved

as follows:




1. FeramultipldM ultiple SP in-which-thavith Part A and the Part B sections-arebound
together—an An amendment to either or both of the Part A or Pae@&ions could be in the
form of a free standing amending instrumehichthat would be delivered to investors with the
rest of the multiple SP. The amending instrument wbeldentified, in accordance with
subsection 2.2(3) of the Instrument, as “Amendment Mee[t number], dated [date of
amendment] to the simplified prospectus document fojridsee of funds] dated [date of
original document]” AlternativehOr, the amendment could be in the form of a restatdd an
amended multiple SP document, identified as such in acamedeith subsection 2.2(3).

2. Fera-multipld ultiple SP inwhich-thavith Part A and the Part B sections are bound

separ ately-from-each-other, If there isan amendment to the Part A section of the document
cireumstancesn-which-there-was-ne-amendmdniotto a Part B sectionthe amendment
could beeitherin the form of an amending document or an amended atade@$art A
document. An amending document could be identified as “Amentho. [insert number],
dated [date of amendment], to the Part A sectione&implified prospectuses of the [name of
funds] dated [original date of multiple SP]”, and the adeehand restated Part A document
could be identified as “Amended and Restated Simplifieddeaiases dated [date of
amendment] of the [name of funds], amending andatiegtthe Simplified Prospectuses dated
[original date of document].”.

3. In the circumstances described in paragraph 2 akeseeted-thaho amendmentf-any
kind-is required to be made to the Part B sections of tHapteuSP. The footer required by Item
1 of Part B of Form 81-101F1 to be contained on the bottosach page of a Part B section will
continue to show the date of the original Part A docupdentForthis reasonthe amended Part
A document must be identified in a way that shéa#ithe date of the amendments and the
original date of the document so tltatan-be-identiied-binvestorsas-the-docurm-thaknow

it relates to the corresponding Part B sections.

4. Fedf there is an amendment to a Part B sectioa oiultiple SBr-which-thavith Part A and
the Part B sectionardboundseparatepoeund arthe amendmentea-PartB-seetiomust be
made by way of an amended and restated Part B documgatdiess-alvhetherthere-is-an
amendmerdr not an amendment Ieing made to the Part A sectiehthe-simplified-prospeetus
If no amendment to the Part A sectiithe-simplified-prospectds being madethen-it-is-hot
necessary-to-make-any-amendmeramendment is requireéd the Part A document. The
amended and restated Part B documenthailidentified-by-an-additioniotludea statement in
the footer required by Item 1 of Part B of Form 81-101F1 tweitifies the document as a
document that amends and restates the original Partrent.

(4)Fhe-Canadian-securitiesregulatory-autherities Hatieard) Subsection 2.2(2.1) of the

Instrument requires an amendment to a fund facts documeéntin the form of a restated and
amended fund facts document. An amended fund facts docdoesnnot have to be otherwise
identified, except for the date of the amendment.

(6) Anamendment to a prospectus of a mutual fund, even if ihdsnend restates the
prospectus, does not change the date under Canadian eedegislation by which the mutual
fund must renew the prospectus. That date, which is conymefelrred to as the “lapse date” for



the prospectus, remains that date established @wexdiarsecurities legislatiorAn
amendment to a fund facts document will not change tise ldate for the prospectus.

(57) Securities legislation provides that no person or comgaall distribute securities, unless a
preliminary prospectus and a prospectus have been filed agiptsdtave been issued by the
securities regulatory authority or regulator. We intdrghis requirement to also apply to mutual
funds. If a mutual fund adds a new class or series afities to a simplified prospectus that is
referable to a new separate portfolio of assets, apnalry simplified prospectus must be filed
together with a preliminary annual information form andiprieary fund facts document
However, if the new class or series of securitiggfisrable to an existing portfolio of assets, the
new class or series may be addedvy-ofamendmean amendment to the simplified
prospectus. In this circumstance, a preliminary fund fdatsiment for the new class or series
must still be filed, as set out in subparagraph 2.1()jd)f the Instrument

2.8 Websites — The Instrument requires in section 2.3.2 that a mutmal post its fund facts
document to the website of the mutual fund, the mutual fufasthily or manager, as applicable.
A fund facts document should remain on the websiteaat luntil the posting of the next fund
facts document for the mutual fund. A fund facts docursbatild be displayed in an easily
visible and accessible location on the website andpted in a format that is convenient for
both reading online and printing on paper.

PART 3 PLAIN LANGUAGE AND PRESENTATION

3.1 Plain Language - Subsection 4.1(1) of the Instrument requires thanplgied prospectus
&nd annual mformatlon fornand fund facts documehe wrltten in plain language. Therm

traelmenal—p%espeetusmson for using “plaln Ianquaqe” IS to communlcate in al\hvaly

ensures the audience can immediately understand whaélohem. The plain language
approach focuses on the needs and abilities of the aediemnsure that the content of a
communication is relevant, the organization of thermiation is logical, the language is
appropriate and the presentation is visually appealing

Mutual funds should consider the following plain languagérigues in preparing their
documents:

e
~——using-defintte;-conereteeveryday-lanrguage
i ! : e
i , s



. erganizing-@rganize thelocument into clear, concise sections, paragraphs atehses

Use:

- common everyday words

- technical, legal and business terms only when unavoidabl@rovide clear and
concise explanations for them

- the active voice

- short sentences and paragraphs

- a conversational and personal tone

- examples and illustrations to explain abstract coscept

Avoid:
- superfluous words

- aveiding-legalerunnecessary technical, legal dngsiness jargon
e
-~ using personal pronouns to speak directly to the reader

- vague boilerplate wording

- aveidingrelianee-onglossaries and defined terms unless theyfitateaid in

understandingfthe disclosure

" boilern] ling
- aveiding abstractions by using more concrete terms or examples
- aveiding excessive detalil

- aveiding- multiple negatives

S emmelee o e ol Lo Lo Lo

3.2 Presentation

(1) Subsection 4.1(1) of the Instrument requires that pl$ied prospectusid annual
information formand fund facts documehe presented in a format that assists in readabildy a
comprehension. The Instrument and related forms alsmuseertain aspects of a simplified
prospectusng annual information fornand fund facts documetitat must be presented in a
required format, requiring some information to be presentéae form of tables, charts or
diagrams. Within these requirements, mutual funds hav&demable flexibility in the format
used for simplified prospectusesd annual information formand fund facts documents

The formatting of documents can contribute substantialthe ease with which the document
can be read and understood. Mutual funds should consdey the following formatting ideas
when preparing their documents:

bl bulleted o ofanlex int .
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. reasonably-sized, easy-to-reggdefacetypefaces

. headings that are clearly differentiated from theyoeett

. bulleted or numbered lists

. margins, boxes or shading to highlight information orsigwplementary information
. tables, graphs and diagrams for complex information

. “gquestion and answebrmatdormat to organize information

. sufficient white space on each page

. images, colour, lines and other graphical elements

. avoidingpresenting-blocks-oftexttine use otipper-ca i bold, italic

or underlining in blocks of text

. avoiding full-justified margins.

(2) Fhe-Canadian-seeuritiesregulatory-autherities-atheotiew-tha¥e thinkdocuments
may/vould be easier to read and understand with the uthedbagn featuresuch-as-pictures,

ek geset out in subsection
(1) The use of quos and plcturmat accurately deplct aspects of the mutual fund indusiey
mutual fund or mutual fund family or products and servicesredf by the mutual fund family
Mutdual may also aid in comprehension and readability. Howewetualfunds shoulghewever,
exercise caution when using design features in their demismnas excessive use or crowding of
design features might make the documents more diffiouttad or understand.

setHey ve—chl) Subsection 4.1(3)
of the Instrument requires the |nformat|on in a fund falctsument be written overall at a grade
level of 6.0 or less on the Flesch-Kincaid grade levallesd he Flesch-Kincaid grade level scale
is a methodology that rates the readability of a texa corresponding grade level. For the
purposes of the Instrument, the Flesch-Kincaid scoredafcament may be determined by the
use of Flesch-Kincaid tests built into commonly used woodgssing programs.

(3) Onoccasionwe haveseen amendments to simplified prospectuses prepared iy ldgal

and technical styles. For example, some amendmengdymeference specific lines or sections

of a simplified prospectus that are being amended, withmviding the reader with a restated
section or an explanation for the changes. In azdisome amendments have been presented in
the form of photocopies of some other documents, ssiche@ting materials, with the word

“amendment” written on the top of the photocople-Canadian-seecuritiesregulatory-auiiesi
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are-ofthe-viewVe thinkthat these approaches are inappropriate ways of ameadingplified
prospectus+, annual information fornor fund facts documeninder the Instrument.

Material changes to mutual funds must be described imaafdhat assists in readability and
comprehension, as required by subsection 4.1(1) of the Irattuithereforethe-Canadian
securitiesregulatory-authorities-expect-dmamendmentsAtshouldbe expressed clearly, and in
a manner that enables the reader to easily read and amdielosith the amendment and the
revised sections of the relevant document. This manrexpséssion may require the
preparation of either an amenda@ndrestated simplified prospectus or annual information
form or a clearly worded amendment insert for thet@exjssimplified prospectus or annual
information form Any amendment to a fund facts document must be in thedban amended
and restated fund facts document

PART 4 THE MULTIPLE SP

4.1 General Provisons Relating to a Multiple SP

2A consolidated “S|mpI|f|.ed

prospectus” pertalnlng toa number of mutual funds is malacwmber of separate simplified
prospectuses, one simplified prospectus for each mutualFunther, a receipt issued by the
securities regulatory authority in connection with asmidated “simplified prospectus” in law
represents a separate receipt for the simplified praspeettaining to each mutual fund. The
Instrument and the SP Form make clear that a simegbifrospectus under the Instrument
pertains to one mutual fund and use the term “multiplet8P&fer to a document that contains

more than one S|mpI|f|ed prospec%d%ﬁ&%b%n&d&e*pheﬁ—uw@e&ﬂﬁl

(2) Under the Instrument, a simplified prospectus consistso sections: a Part A section,
which provides introductory information about the mutual fuigeheral information about
mutual funds and information applicable to the mutual fundsaged by the mutual fund
organization, and a Part B section, which contains Spéaiormation about the mutual fund.

(3) The Instrument states that simplified prospectasatimustnot be consolidated to form a
multiple SP unless the Part A section of each simepliprospectus is substantially simiterthe
view-of the Canadian-securitiesregulatery-autheritMie thinkthe term “substantially similar”
would be applicable in this context if there is a high degfesimilarity between the Part A
sections of the simplified prospectuses that are propodael tonsolidated. This option would
be available generally to mutual funds in the same miuundlfamily that are administered by
the same entities and operated in the same mannee iflagrbe some deviatidzetweeamong
the disclosure that would be provided for some of the miundk; those deviations have been
largely contemplated by the SP Form.

12



(4) In order to maximize flexibility for mutuddre-erganizatiofsinds and manageesd
improve the accessibility of disclosure provided to investihre Instrument allows the Part B
sections of a multiple SP to be bound separately frenfPart A section. In addition, the
Instrument permits the physical separation of eachBPaeiction that pertains to a different
mutual fund. This would permit an investor to be provided wilad A section that described
the mutual fund family and mutual fund organization generatyg only thenutualfund-
specific disclosure that relates to the mutual funchotualfunds in which the investor is
interested. This approach could permit a “back pocket” apprioaghich the Part B sections of
a simplified prospectus could be inserted in a pocket dP#meA section of the document.

a N DO aTalR din) R a aa

(@lhe—kns#umend:ontams no restrlctlons on how many S|mpI|f|ed prospestnan be
consolidated into a multiple SP.

4.2 Adding Additional Fundsto a Multiple SP

(1) #is-neted-thatas-with-NP36,-mutlhltual funds may create and file a document that
contains both a pro forma simplified prospectus and a prelmmsimplified prospectus in order
to include the disclosure of a new mutual fund in docuntatsalready pertain to existing
mutual funds.

(2) It is also possible to add a new mutual fund to a mal@# that contains final simplified
prospectuses. In this circumstance, an amended mulpén® multiple AlF containing
disclosure of the new mutual funals well as a new fund facts document for each olassries

of the new mutual fun@ould be filed. The preliminary filing would constitute tileng of a
preliminary simplified prospectusund facts documerand annual information form for the new
mutual fund and a draft amended and restated simplified mtospgnd annual information form
for each existingnutualfund. Once comments concerning the document had beead;l@ar
final filing of the documents could be made; these docunvemidd be a simplified prospectus
and annual information formand fund facts documefdr the new mutual fund and an amended
and restated simplified prospectus and annual informatiom flor each previously existing
mutual fund An amendment to an existing fund facts document wouldrgdly not be
necessary

(3) As-neted-undersubsection 244} of this PelieAraamendment to a prospectus of a mutual

fund does not change the “lapse date” of the prospectus Gadadian securities legislation.
Mutual funds are encouraged to pay particular attentiomsassue when following the
procedures described in subsection (2).

PART 41 THE FUND FACTSDOCUMENT

4.1.1 General Purposes- The general purposes of the disclosure regime for mfutngd$ and of
the fund facts document are described in section 2.1Ptlicy. This Part provides guidance
to preparers of the fund facts document in meeting tho$® e!s.

13



A sample fund facts document is set out in Appendix thi®Policy. The sample is provided
for illustrative purposes only.

4.1.2 Multiple Class M utual Funds — The purpose for the requirements on the content and
format of a fund facts document is to give investors @dunity to easily compare the key
information of one mutual fund to another. For many muiwads, the class or series may affect
not only the management expense ratio and performanca,noumber of other considerations as
well, such as minimum investment amounts, distributisagability, dealer compensation and
sales charge options. For this reason the Instrumeuires a fund facts document to be
prepared for each class and each series of a mutualainig teferable to the same portfolio of
assets.

4.1.3 Filings

(1) Section 2.1 of the Instrument requires that a fund fdetument for each class and series of
the securities of a mutual fund be filed concurrenthhwlite mutual fund’s simplified prospectus
and annual information form.

(2) Section 2.3.1 of the Instrument allows a mutual fungetiodically update the disclosure in a
fund facts document by filing on SEDAR an updated fund facé&cordance with the section.
These filings do not require the issuance of a recegbamin addition to any required filing
under Part 2 of the Instrument.

(3) The most recently filed fund facts document for auaufund is incorporated by reference
into the simplified prospectus under section 3.1 of thiedrmsent, with the result that any fund
facts document filed under the Instrument after the afateceipt for the simplified prospectus
supersedes the fund facts document previously filed. S&fowf the Instrument specifies that
a dealer must deliver the most recently filed fund fdotsument for a mutual fund in accordance
with Part 3A to satisfy the prospectus delivery requiresanter securities legislation.

(4) Section 2.3.2 of the Instrument requires a fund faatament filed under Part 2 of the
Instrument to be posted by the mutual fund to the webstteeanhutual fund, the mutual fund’s
family or manager’s website. Only a fund facts docuntiesit satisfies delivery under the
Instrument should be posted to a website. A preliminagreforma fund facts document, for
example, should not be posted.

4.1.4 Additional I nformation — Paragraph 4.1(3)(d) of the Instrument requires a fund facts
document to include only information that is specificaligndated or permitted by the required
FF Form.

4.1.5 Combinations of Fund Facts Documents

(1) For the purposes of delivery, section 5.4(1) of the unsnt allows a fund facts document to
be attached to, or bound with, one or more fund facts dextsnprovided the size of the
document does not make the presentation of the informaonsistent with the principles of
simplicity, accessibility and comparability. For exdey@ fund facts document may be attached
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to, or bound with, fund facts documents of several elass series of securities of the same
mutual fund, several mutual funds from the same fund familgeveral mutual funds of a
similar type from different fund families. In makingghdetermination, mutual funds, managers
and participants in the mutual fund industry should consiteability of an investor to easily
find and link the information that is relevant to the ganir mutual funds they are considering
or have bought, and whether a reasonable person inrthensiance would come to the same
conclusion. We think a document with more than 10 funts fdocuments bound together may
discourage an investor from reading a fund facts documenblascure key information which is
inconsistent with the principles of simplicity, acdbggy and comparability.

(2) When delivery of the fund facts document occurs viiehdonfirmation of trade for the
purchase, subsections 5.4(3) and (4) of the Instrument peefamid facts document to be
attached to, or bound with, certain other materialdoguments provided the fund facts
documents are located first in any package.

(3) To facilitate the filing requirements for a fundt&document under securities legislation,
section 5.4(5) of the Instrument allows a fund factsudeent to be attached to, or bound with,
other fund facts documents of a mutual fund in a singlerSi®a multiple SP, other mutual
funds which are combined in the multiple SP.

(4) Section 5.4(2) of the Instrument specifies that d facts document that is delivered
electronically must not be attached or bound with amdtimel facts document. For the purposes
of delivery, we think that an electronic link or directiig tinvestor to a file containing multiple
fund facts documents could constrain an investor’s aldijownload the file, find and print the
specific fund facts document.

4.1.6 Format - The Instrument requires a mutual fund to use the headimfjsub-headings
stipulated in the Instrument and the FF Form.

PART 5 THE SIMPLIFIED PROSPECTUS

5.1 General Purposes - The general purposes of a simplified prospectus areilgegaen section

2-22.1 of this Policy. In light of those purposes, thenadian-securitiesregulatory
adtheritie€SA wish to bring a number of matters to the attentiothepersens-ercompanies

that prepanpreparers osimplified prospectuses.

5.2 Catalogue Approach - The Instrument requires that a multiple SP musteptefie fund-
specific, or Part B, disclosure about each fund usindgedocaie approach, with the disclosure
about each mutual fund presented separately from the sliselabout each other mutual fund.
Fhe Canadian-seeuritiesregulatory-autherities-consmidrhis requiremente-bds a key
element of the disclosure regime created by the Instriuamehrelated formand-expectthab
the catalogue approaehshouldbe strictly followed

5.2.1 Accessibility of a Simplified Prospectus —Mutual funds, managers, principal distributors
and participating dealers should encourage investors whomaetinformation about a mutual
fund to both request and read the simplified prospectus anoff eimy documents incorporated
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by reference into the simplified prospectus. The Instrameuires that a simplified prospectus
or any of the documents incorporated by reference fiengthin three business days of a

request

5.3 Additional Information

(1) Paragraph 4.1(2)(a) of the Instrument provides that glifed prospectushatmustprovide
all information briefly and concisely. Paragraph 4.1(Ppfethe Instrument requires that a
simplified prospectushaltinclude only educational material or information thatpiedfically
mandated or permitted by the requifednSP Form

mvestep&as—pessrble%read—ymphﬂed—pmspeems)aﬁe(ﬁ 12 of Part A and Item 14 of Part B

of Form 81-101F1 permit disclosure of information requiredesmitted by securities
legislation or by an order or ruling of the securitiggutatory authority pertaining to the mutual
fund that is not otherwise required to be disclosed bynR#-101F1. This addition has been
made to ensure that such information is not technicallgipted from being included in a
simplified prospectus by paragraph 4.1(2)(e) oftla¢ienalinstrument. Instruction (1) to Item
12 of Part A of Form 81-101F1 contains examples of the typiésolbsure that may be
appropriately included under these Items.

5.4 Inclusion of Educational M aterial

(1) Paragraph 4.1(2)(e) of the Instrument permits the immoiusi educational material in a
simplified prospectus. There are no requirements as fo¢hgon of any educational material;
however, the&€anadan-seecuritiesregulatory-authert@SA recommend that educational
material contained in a simplified prospectus be clogeandated disclosure to which the
educational material substantively relates.

(2) It is noted that educational material contained simplified prospectus is subject to the
general requirements of the Instrumetd therefore should be presented in a manner consisten
with the rest of the simplified prospectdereford hat is the educational material should be
concise, clear and not so lengthy as to detract froroléingy or presentation of the balance of

the simplified prospectus.

(3) The definition of “educational material” containedsection 1.1 of the Instrument excludes
material that promotes a particular mutual fund or mutuad family or the products or services
offered by the mutual fund or mutual fund family. A mutualdumutual fund family or those
products or services may be referred to in educationakiadade an example so long as the
reference does not result in the promotion of thosgemtproducts or services. Mutual funds
should ensure that any material included within, attached bound with a simplified
prospectus is educational material within the meaning of tHisitoen.
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5.5 Format - TheCanadian-securitiesregulatory-authori8A emphasize that a simplified

prospectus is required to use the headings and specifieckadings exactly as they are set out
in the Instrument. For sections for which no sub-hepdirspecified, a simplified prospectus is
permitted to include sub-headings, under the required headfiitgs so desired.

PART 6 THE ANNUAL INFORMATION FORM

6.1 General Purposes - The general purposes of an annual information forndeseribed in

section2-32.1 of this Policy. In light of those purposes, thenadian-securitiesregulatory
adtheritie€SA wish to bring a number of matters to the attentiothepersens-ercompanies

reparers oénnual information forms.

WI-t—h—t—hlS—FG%FG#&GHB%—COﬂSO“datIOH of Annual Informatlon Forms SubsecﬂoM 3(1)

of the Instrument requires the consolidation of annuatmétion forms into a multiple AlF if

the related simplified prospectuses are consolidatedintaltiple SP. It is noted that the
Instrument does not prevent the consolidation of anné@mation forms even if the related
simplified prospectuses are not consolidated. Theredomjtual fund organization may prepare,
for instance, one multiple AIF that pertains to &lit® mutual funds, even if the simplified
prospectuses for those mutual funds are not fully or paetially consolidated.

6:46.3 Additional M aterial

(1) The Instrument and AIF Form do not prohibit the incdosn an annual information form of
information not specifically required by the AIF Forrmang other things, a mutual fund may
therefore include educational information in an annuakmétion form. Additional material in
an annual information form is, however, subject togéeeral requirements contained in
subsection 4.1(1) of the Instrument that all informatiarsiibe presented in plain language and
in a format that assists in readability and comprebansi

(2) TheCanadian-securitiesregulatoryauthorl&A remind mutual funds thdtthey include

additional information, such as educational materaén annual information forte, they
shouldensure thathathe material is not included primarily for purpose of promntiAn annual
information form is designed to be easily understaretbinvestors and less legalistic in its
drafting than traditional prospectuses, but it still cihuiss part of a prospectus under securities
legislation.

PART 7 DELIVERY

TA1Ddivery oo e e e DR e e
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(1) Fhe-nstrument-contemplatdnder section 3.2 of the Instrumedgliveryte-alHnvestorsofa
simplified-prospectusinaceordance with-the requirersiofsa fund facts document to an

investor for an initial purchase in a mutual fund will sigtthe prospectus delivery reqguirements

in securities legislatigrand-does-netreguire-the-delivery-of the-documditiere is no

requirement to deliver the simplified prospectus, any doctimeorporated by reference into
the simplified prospectusiessreguested—However—a-mutualiund-isfree any document for
subsequent purchases in a mutual fund, unless an investor reguesisever, a dealer may
adopt a practice of routinely providing investors or po&imivestors with a fund facts
document. Similarly, a mutual fund magopt a practice of routinely providing investors or
potential investors with_und facts documensimplified prospectus, annual information form
and financial statementsnd management reports of fund performahiteso chooses.

(2) TheCanadian-securitiesregulatoryauthorli&A encourage mutual fundsieir-managers
and principal distributorse-make-simplified-prospectusarl participating dealers to make

disclosure documents, particularly the fund facts docuraeailable to potential investors as
soon as possible in the sales process, in advance oéguiyements contained in the Instrument
or securities legislation, either directly or throwgalers and others involved in selling mutual
fund securities to investors.

(3) Fhe-Canadian-securitiesregulatory-authoMething in the Instrument prevents disclosure

documents to be prepared in other languages, provided thdglawered or sent in addition to
any disclosure document filed and delivered in accordantetlatinstrument. We would
consider such documents to be sales communications.

(4) Wedo not consider the requirements of section 3.4 of teuiment to be exclusive. Mutual
funds are therefore encouraged to inform investors thatntlag use the mutual fundksternet
sitesvebsiteand e-mail addresses to request further information antdaaddidocuments.

7.2 Delivery of the Fund Facts Document

(1) The delivery of the fund facts document is a key corapbto the three principles discussed
in subsection 2.1(2) of this Policy.

(2) The CSA recognize that investors will have diffenmegds in receiving disclosure
documents. The timing of delivery of the fund facts docunibetefore, depends on the type of
purchase and who is initiating the purchase. A centredifag the distinction between investors
who rely on a dealer’s recommendation and those whbadodwn research and simply want to
execute a trade. In this way, the timing of the delivdrhe fund facts document is based
largely on the nature of an investor’s relationship witirtdealer and on the circumstances of

the purchase.

(3) Part 3A of the Instrument requires delivery of thestmecently filed fund facts document
before the initial purchase of a mutual fund (exceptrfoney market mutual funds) that is
recommended by a dealer. An investor can choose to rebeifend facts document with the
trade confirmation, instead of before the purchasearianitial purchase of a money market
mutual fund or for an initial purchase of any type of mufuadl that is not recommended by the
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dealer. An investor who makes an initial purchase of aiahtiind through an order execution-
only service will receive the fund facts document with titade confirmation.

A flow chart summarizing the delivery requirements isosgttin Appendix B to this Policy.

(4) The most recently filed fund facts document is thelffacts document filed with the
simplified prospectus and annual information form, orfamg facts document filed in
accordance with securities legislation after that,dateexample, an amended fund facts
document or updated fund facts document.

(5) In accordance with existing practices, dealers mtablesh internal policies and procedures
to ensure delivery of the fund facts document occursgonraance with Part 3A. Dealers must
maintain evidence of delivery of the fund facts documastwell as client instructions that
waive delivery of the fund facts document, as permittethynstrument. We think that existing
dealer practices to maintain evidence of required disclesuitebe sufficient to document
delivery of the fund facts document.

(6) The term “order execution-only service” is definegamagraph 3A.1 of the Instrument. This
includes trades executed through discount brokerages, or thrdLusgr¥ice dealers that offer
an order execution-only service.

(7) Nothing in Part 3A of the Instrument is intended toatstfrom existing duties on dealers,
including know-your-client and suitability obligations and agal duty to deal fairly, honestly
and in good faith.

7.3 Initial Purchases

(1) The term “initial purchase” is defined in paragraph 3@f.fhe Instrument. If an investor held
a mutual fund, sold it all and bought the same mutual fued, he CSA would consider that
purchase to be an initial purchase. If an investor pursteasew class or series of a security of a
mutual fund currently held, we would also consider that @ms€ho be an initial purchase.
Switches from one mutual fund to another mutual fund wikhibbénitial or subsequent purchase
depending on whether the investor already holds the ates=ries of the mutual fund being

purchased.

(2) Under section 3A.2 of the Instrument, two conditiomsst be met to satisfy the delivery of
the fund facts document for an initial purchase of a #gafra mutual fund. Before entering the
agreement to purchase:

the dealer must deliver the most recently filed furddsfalocument to the investor; and

once delivered, the dealer must bring the fund facts doduméime attention of the
investor.

(3) To satisfy the requirement to bring a fund factsusioent to the attention of the investor, a
dealer will need to convey sufficient information abthe purpose of a fund facts document to
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enable a reasonable investor to link the fund facts docuiméime purchase they are considering.
Dealers should maintain adequate records to evidence tblaisdi® about the fund facts
document has been brought to the attention of investasmpliance with paragraph 3A.2(1)(b)
of the Instrument.

7.4 Subsequent Purchases

Subsection 3A.2(2) of the Instrument specifies thatadede&loes not have to deliver a fund facts
document for an order or subscription for a purchasenmitaial fund that is not an initial
purchase, as defined in the Instrument. For the purpo$&stoBA of the Instrument, a
subsequent purchase is the purchase of more units or sharesitual fund currently held in

the investor’s account. This would include purchases made amterauthorized purchase plan
and switches under an asset allocation plan.

7.5 Dealer Recommended and Non-Recommended Purchases

(1) Except for the purchase of a money market mutual finectjming of delivery of the fund

facts document depends on who is initiating the trarmsaciio meet the delivery requirements

in section 3A.3 of the Instrument, a dealer must deternvhether a particular purchase of a
mutual fund by an investor has been recommended by the dealet. In making this
determination, a dealer should consider whether a rebEoperson in the circumstance would
come to the same conclusion. For example, if an ioveésakes an investment decision based on
his or her own research, and solicits the dealemiplgiexecute the trade, the CSA would
consider that purchase not to be recommended by the dealer.

(2) The CSA recognize that the specific facts of aseation will determine whether a purchase
is identified as dealer recommended or non-recommendederSehould look to industry best
practices, as well as requlatory guidance, in makingdéttisrmination. Dealers should establish
policies and procedures to ensure purchases of mutual frmdpropriately classified and
recorded either as dealer recommended purchases oramnmended purchases.

(3) Under section 3A.3 of the Instrument an investor malye the requirement of delivery of
the fund facts document before entering into the agneetmgurchase and choose to receive the
fund facts document with the trade confirmation in tivounmstances:

. when the dealer recommends the initial purchase of aymoagket fund; and

. when the initial purchase is initiated by the investor

(4) Before an investor may waive delivery of a fund falctsument in the circumstances referred
to in subsection (3), paragraph 3A.3(2)(b) of the Instrumesqires the dealer to have conveyed
to the investor sufficient information about the fundg$adocument for the investor to determine
when they wish to receive the fund facts documents fiay include describing the purpose of
the fund facts document, the type of information ittaors and advising investors that they are
entitled to receive and review the fund facts documefurb entering into the agreement to
purchase the mutual fund. Dealers should maintain adecpcaigls to evidence that disclosure
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about the fund facts document has been provided to investossnpliance with paragraph

3A.3(1)(b).

(5) In the instances where an investor has the optiaraiee delivery of the fund facts
document before entering into an agreement to purchaseualrfwid, this waiver should occur
with each initial purchase.

(6) Subsection 3A.3(3) of the Instrument requires thantbst recently filed fund facts
document must be delivered with the trade confirmatiomlfanitial purchases of a mutual fund
for which delivery of the fund facts document is not resgiipefore entering into the agreement

to purchase.

7.6 M ethods of Delivery

(1) The method of delivering a fund facts document islflexiPart 3A1 of the Instrument
contemplates that a dealer may deliver a fund factsrdent in person, by mail, by fax,
electronically or by other means. The CSA do not considardelivery or the availability of the
fund facts document alone to satisfy delivery undernkgument.

(2) When a dealer is required to deliver or send a fund dacisment before the agreement to
purchase, the Instrument does not prescribe the timihgt Wnstitutes delivery ‘before’ is
intended to be flexible, provided it occurs within a reasantirieframe of the investor making
the investment decision. Investors must be able to findmE#tion about the mutual fund and
link it to a particular purchase they are considering later date.

7.7 Electronic Delivery

(1) Any fund facts document required to be delivered or sentr late 3A of the Instrument
may be sent by electronic delivery. Electronic deliveaynmclude sending an electronic copy
of a fund facts document directly to the investor as @thtnent or link, or directing the
investor to a specific fund facts document on a website.

(2) Simply making the fund facts document available orebsite or referring an investor to a
website address with the fund facts document does nditabasielivery under the Instrument,
even if the investor consents to that method of deliv&iyecting’ an investor to a fund facts
document on a website would generally involve the dealetiging real-time instruction to an
investor to locate the fund facts document, or providmmeernet link that takes the investor to
the specific fund facts document.

(3) For the delivery to be effective, electronic acdess fund facts document must not be
burdensome or overly complicated for investors. Accapiglinve consider it unlikely that
‘directing’ an investor to a specific fund facts documamivww.sedar.com or an equivalent
third party provider will constitute delivery under the Iastent. For electronic delivery, the
dealer should ensure an investor can view the fund dacisment.
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(4) In addition to the requirements in the Instrumewot #we guidance in this section, dealers may
want to refer to National Policy 11-2@livery of Documents by Electronic Means and, in
QuébecNotice 11-201 Relating to The Delivery of Documents by Electronic Means for

additional guidance.

7.8 Annual Option to Receive Fund Facts Document

(1) The CSA recognize that some investors may find fulise receive updated fund facts
document annually. Accordingly, section 3A.5 of the nsitent requires a dealer to deliver or
send annually in accordance with a client’s instrustitn® most recently filed fund facts
document for each mutual fund held by the client in anw@aaicwith the dealer.

(2) The section gives dealers flexibility in how themlicit delivery instructions from clients. A
dealer may obtain annual instructions, standing instructionse any means it has at its
disposal to obtain instructions from clients. The isaatloes not prescribe the timing of the
annual delivery. The CSA anticipate that dealers willbsleato deliver to clients any applicable
fund facts document on an annual basis concurrentlyothiér documents or information being
sent to clients.

(3) When soliciting delivery instructions from a clientdealer can deem no response from the
client to be a request by the client to receive athesor none of the fund facts documents for
each mutual fund held by the client. Dealers should miglee what the consequence of no
response will be to the client.

(4) Dealers should give clients a reasonable amounneft respond to a request for
instructions. Dealers should provide clients with congpéetntact information for the dealer,
including a toll-free telephone number or a number édlect calls and an email address.

(5) Subsection 3A.5(4) of the Instrument permits the fawts documents for all of the mutual
funds held by the client to be bound together. There probibition against binding a fund facts
document with other materials or documents when deliveriiood facts document to a client
who has requested it.

(6) Dealers should establish policies and procedures to damterthey have used appropriate
and reasonable means to solicit delivery instructions @riients and effect delivery.

7.9 Delivery of Documents by a Mutual Fund - Section 3.3 of the Instrument requires that a
mutual fund deliver or send to a person or company, upon requasiplified prospectus or
documents incorporated by reference. Bagadian-securitiesregulatory-author(li8a are of

the view that compliance with this specifically-mandatequirement by an unregistered entity is
not a breach of the registration requirements afirsges legislation.
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#47.10 Delivery of Non-Educational M aterial - The Instrument and related forms contain no
restrictions on the delivery of non-educational matertiah as promotional brochures with
either-efthe simplified prospectus—theandannual information form. This type of material may,

therefore, be delivered with, but cannot be included withiapped-around,-erattached or
beund-tethethesimplified prospectusncbr annual information formSection 5.4 of the

Instrument sets out what materials or documentpamaitted to be included with, wrapped
around or attached or bound to, the fund facts documettidayurposes of delivery under the
Instrument

7.11 Failureto Deliver — Section 3.2.1 of the Instrument provides for a rightes€ission or
damages against a dealer who fails to deliver the funddactgnent in accordance with the
Instrument within180 days after the date of the transachiothe case of an action for rescission
under that section, a purchaser is entitled to receezaghasset value of the securities at the
time of purchase and must be reimbursed for all salegefhand fees arising from the purchase.

PART 8 COMMENTARY ON INVESTMENT AND RELATED DISCLOSURE

8.1 Investment Disclosure - TheFF Form andSP Fornreguiresequiredetailed disclosure
concerning a number of aspects of the investment appraleeh by a mutual fund, including
disclosure concernlng fundamental mvestment objectmeestment strategles and r|sk and risk

; : '@SAemphasme
the |mportance that they attacttlmsthesed|sclosuredocumentsand note that, for many mutual
funds, the best persons to prepare and review the disclrsutiee portfolio advisers of the
mutual fund. Thereforat-iswe highly recommendagcommendhat those persons play an
important role in the preparation and review of this dsate.

8.2 Portfolio Advisers— The AIF Form requires disclosure concerning the extewhich
investment decisions are made by particular individualsaraglby a portfolio adviseor by
committee-and-reguires-in-sectioBection10.3(3)(b) of the AIF Forrthatrequirescertain
speeifiedinformationbe-giveraboutthesdhe individuals principally responsible for the
investment portfolio of the mutual fund. Part 11 of Natidnatrument 81-106nvestment Fund
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Continuous Disclosure requires a simplified prospectasd a fund facts documetiat be

amended if a material change occurs in the affairseofriutual fundhat results in a change to
the disclosure in the simplified prospectus and fund famtarment Reference is made to section
7.1 of Companion Policy 81-106CRvestment Fund Continuous Disclosure for a discussion of
when a departure of a high-profile individual from a portf@dviser of a mutual fund may

constltute a materlal change for the mutuaI fl;Md%H&l—ﬁH—HdS—S—hGH—Id—GGHSlde—t—h&SG—pF@\HSIOﬂS

the departure IS not a materlal change for the mutual ﬂtlﬂ%there IS no requwemefm—an
amendmento amenda simplified prospectus, subject to the general requirethana simplified
prospectus contain full, true and plain disclosure aboumtiteal fund.

PART 9 NEED FOR MULTIPLE OR SEPARATE APPLICATIONS

9.1 Need for Multiple or Separate Applications

(1) Fhe-Canadian-securitiesregulatoryaudiimginote-thatA& person or company that obtains an

exemption from a provision of the Instrument need notya@gain for the same exemption at the
time of each simplified prospectasd annual information forrand fund facts document

refiling unless there has been some change in an inmpdeta relating to the granting of the
exemption.

(2) #-should-be-noted-thattihbe principle described in subsection (1) does not necéssaply
to applications required to be made under the Regulatidhs t®ecurities Act (Quebec) for
relief from provisions of those Regulations that arestartiially similar to those contained in the
Instrument. In that case, an application may beiredwvith each refiling of a simplified
prospectusrd annual information fornand fund facts documeat a mutual fund.

(3) In Quebec, it may be necessary to apply for exemptionsthe equivalent sections in the

Act and the RegulationfAmended-Mareh-17,-2008]

PART 10 CANCELLATION RIGHTS

10.1 General Purposes — Securities legislation provides investors with the ofmity to

change their mind after buying a mutual fund, a so-calletinrgpoff period. Securities

legislation also provides investors with recourse ifdiselosure documents contain incomplete
or inaccurate information, or if the investor does egeive the fund facts document as required
under the Instrument.

10.2 Cancellation Right

(1) Section 2.9 of the Instrument gives investors a tmleancel a mutual fund purchase within
two business days after receiving the trade confirmationdwiddng written notice to their
dealer. In Ontario, a similar right allows a purchaka mutual fund security to be rescinded for
purchases not exceeding $50,000. This right of rescissioreexif0 days after the date of the

purchase.
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(2) Under subsection 2.9(3) of the Instrument, an investbget back the lesser of the amount
of the net asset value of the securities of the mdmal on the day of the original investment
and the net asset value of the securities of the miutlodlon the day the investor exercises the
cancellation right. Net asset value on the day of ése&mill be calculated like any other
transaction. The section specifies that the investibget back any costs associated with the
purchase, such as sales charges. An investor exercisnmigtitimust not pay any redemption
fees or short-term trading fees.

PART 11 TRANSITION

11.1 Transition

(1) Part 7 of the Instrument provides for a transitigregiiod after the Instrument comes into
force. Any mutual fund that files a preliminary or pro farprospectus after the effective date of
the Instrument is required to file a fund facts documéné CSA anticipate that all mutual funds
that existed before the Instrument came into forckfidla fund facts document as part of the
mutual funds’ renewal process following the effective datb® Instrument.

(2) The requirement to deliver the fund facts documeataordance with the Instrument does
not apply until two years after the date the Instruncemies into force. Until this date, the
prospectus delivery requirements under securities legislatieffect before the effective date of
the Instrument apply. This includes the timing of deliv@®wyring the two-year transition period,
a simplified prospectus that is delivered or sent muspbowith the packaging requirements of
the Instrument in effect before the effective datéheflnstrument.

(3) Section 7.3 of the Instrument gives a dealer th@wouti satisfying the prospectus delivery
requirements under securities legislation during the two4{yaasition period for the delivery
requirements under the Instrument by delivering or sendinomtist recently filed fund facts
document instead of the simplified prospectus. Delivetheffund facts document during this
transition period is in accordance with the prospectugatglrequirements under securities
legislation in effect before the effective datelwd tnstrument. Therefore, delivery of the fund
facts document is not required to be before the time @hase. A fund facts document
delivered or sent during this period must comply with tinglibig requirements of section 5.4 of
the Instrument.

(4) Part 7 of the Instrument specifies that the walagil and rescission rights under securities
legislation in effect before the date that the instent comes into force will continue to apply to
the delivery of the simplified prospectus or the fund falotsument during the two-year
transition period for the delivery requirements undenmsgrument.

(5) To comply with transitional delivery of the fund facocument referred to in subsection (3),
the most recently filed fund facts document for the psepaf delivery is the fund facts
document filed with the simplified prospectus and annualmmdbion form, or any fund facts
subsequently filed in accordance with the Instrument Hitg date, for example, an amended
fund facts or updated fund facts.
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(6) Although the Instrument contemplates an initial pasehto be the purchase of a mutual fund
not currently held in an investor’s account, section 7 #h@instrument requires that a dealer
deliver or send the most recently filed fund facts dogunmeaccordance with Part 3A for the
first purchase of any mutual fund that occurs followingdate the Instrument comes into force.
This transitional provision applies to all first purcheeéa mutual fund whether or not held in
the investor’s account and whether or not the fund ffmtsment was delivered during the

transitional period.

2. This Policy comes into force ®n
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FUND FACTS

XYZ Canadian Equity Fund - Series A
June 30, 2009

Quick facts

Date fund created: January 1, 1996
Total value on June 1, 2009: $1 billion
Management expense ratio (MER): 2.25%

Portfolio manager:
Distributions:
Minimum investment:

Capital Asset Management Ltd.
Annually, on December 15
$500 initial, $50 additional

What does the fund invest in?

The fund invests in Canadian companies. They can be of any size
and from any industry. The charts below give you a snapshot of
the fund’s investments on June 1, 2009. The fund’s investments
will change.

Top 10 investments (June 1, 2009)

1. Royal Bank of Canada

2. Encana Corp.

3. Petro-Canada

4. AlcanInc.

5. (Canadian National Railway Company
6. Goldcorp Inc.

7. Extendicare Inc.

8. Husky Energy

9. Open Text

10. Thomson Corp.

Total investments 126
The top 10 investments make up
32% of the fund.

Investment mix (June 1, 2009)

Industry
M Financial services 34.0%
M Energy 26.6%
I Industrial goods 16.5%
M Business services 6.4%
W Telecommunication 5.9%
/ Hardware 3.7%
I Healthcare services 2.3%
Consumer services 2.1%
Media 1.9%
Consumer goods 0.6%

How has the fund performed?

This section tells you how the fund has performed over the past
10 years. Returns are after the MER has been deducted. These
expenses reduce the returns you get on your investment.

It’s important to note that this doesn’t tell you how the fund will
perform in the future. Also, your actual return will depend on your
personal tax situation.

Average return
A person who invested $1,000 in the fund 10 years ago now has
$2,705. This works out to an annual compound return of 10.5%.

Year-by-year returns
This chart shows how the fund has performed in each of the past
10 years. The fund dropped in value in three of the 10 years.

25% 24.0%
20%

15%

-10% -5.7% .7.0%
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How risky is it?

When you invest in a fund, the value of your investment can go
down as well as up. XYZ Mutual Funds has rated this fund’s risk
as medium.

v

Medium Medium

to high

Low Low to
medium

High

Are there any guarantees?

Like most mutual funds, this fund doesn’t have any guarantees.
You may not get back the amount of money you invest.

Who is this fund for?

Investors who:

* are looking for a long-term investment

e want to invest in a broad range of Canadian companies
* can handle the ups and downs of the stock market.

Don’t buy this fund if you need a steady source of income
e from your investment.
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How much does it cost?
The following tables show the fees and expenses you could pay to buy, own and sell Series A units of the fund.
The fees and expenses are different for each series. Ask about other series that may be suitable for you.

1. Sales charges
You have to choose a sales charge option when you buy the fund. Ask about the pros and cons of each option.

Sales charge option | What you pay How it works
Initial sales charge | Up to 4% of the amount * You and your adviser decide on the rate.
you buy e The initial sales charge is deducted from the amount you buy. It goes to your
investment firm as a commission.
Deferred sales charge| If you sell within: e The deferred sales charge is a set rate. It is deducted from the amount you sell.
1year of buying  6.0% * When you buy the fund, XYZ Mutual Funds pays your investment firm a commission
2 years of buying  5.0% of 4.9%. Any deferred sales charge you pay goes to XYZ Mutual Funds.

3 years of buying  4.0% * You can sell up to 10% of your units each year without paying a deferred sales charge.

hyears of buying  3.0% * You can switch to Series A units of other XYZ Mutual Funds at any time without
paying a deferred sales charge. The deferred sales charge schedule will be based

5 years of buying  2.0% on the date you bought the first fund.

6 years of buying  1.0%
After 6 years nothing

2. Ongoing fund expenses
You don’t pay these expenses directly. They affect you because they reduce the return you get on your investment.

Annual rate (as a %

Management fee of the fund’s value)
The fund pays a management fee to XYZ Mutual Funds. 2.00%
Operating expenses

These are the costs of the fund, other than trading costs. 0.25%
Management expense ratio (MER)

This is the total of the management fee and operating expenses. 2.25%

Trailing commission
XYZ Mutual Funds pays your investment firm a trailing commission for as long as you own the fund. It is for the services
and advice your investment firm provides to you. Investment firms may pay part of the trailing commission to their advisers.

The trailing commission is paid out of the management fee. The rate depends on the sales charge option you choose:
* Initial sales charge — up to 1.0% of the value of your investment each year
* Deferred sales charge - up to 0.50% of the value of your investment each year

3. Other fees
You may have to pay other fees when you sell or switch units of the fund.

Fee What you pay
Short-term trading fee 1% of the value of units you sell or switch within 90 days of
buying them. This fee goes to the fund.

Switch fee Your investment firm may charge you up to 2% of the value of
units you switch to another XYZ Mutual Fund.

Change fee Your investment firm may charge you up to 2% of the value of
units you switch to another series of the fund.

What if | change my mind? For more information

* You can cancel most investments up to two days after you This Fund Facts may not have all the information you want. You can
receive the trade confirmation. ask for the fund’s simplified prospectus and other disclosure

* You have to tell your investment firm in writing that you want documents, which have more detailed information. These documents
to cancel. and the Fund Facts make up the fund’s legal documents.

* You’ll get back the amount you invested, or less if the value of XYZ Mutual Funds Phone: (416) 555-5555
the fund has gone down. ' 123 Asset Allocation St. Toll-free: 1-800-555-5556

* You’ll also get back any sales charges and fees you paid. Toronto, ON M1A 2B3 Email: investing@xyzfunds.com

www.xyzfunds.com

® Registered trademark of XYZ Mutual Funds.



Appendix B to Commentary — Delivery Flow Chart

The following flow chart summarizes the delivery requirements that apply to afund facts
document:

Time of delivery

Type of account Type of trade Type of fund Initial Subsequent
purchase purchase

All funds other * Before or at
P than money p  point of sale
‘ market

Adviser-
recommended
‘7 Investor
) Money market —p will be
full . * Before or at given
ull-service point of sale No option to
OR deliver receive
e With trade y annually
confirmation Fund
if investor Facts
chooses for all
Investor- p Al funds b funds
initiated held
Order _} All ’ All funds » With trade

execution-only confirmation



