Notice of and Request for Comment on
Proposed Multilateral Policy 31-202 Registration Requirement for Investment Fund
Managers

Registration Requirement for Investment Fund Managers
February 10, 2012

1. Introduction

Proposed Multilateral Policy 31-202 Registration Requirement for Investment Fund
Managers (the Multilateral Policy) is being published for a 60-day comment period. The
proposed multilateral policy is expected to be implemented in the following jurisdictions:

British Columbia
Alberta
Saskatchewan
Manitoba

Prince Edward Island
Nova Scotia
Northwest Territories
Yukon

Nunavut

2. Substance and Purpose

On October 15, 2010, the Canadian Securities Administrators (CSA) published a
proposal for comment setting out the circumstances in which non-resident investment
fund managers would need to register (the October 2010 Proposal). In response to the
comments received on the October 2010 Proposal, and after further consideration by the
CSA we are not proceeding with the amendments to National Instrument 31-103
Registration Requirements, Exemptions and Ongoing Registrant Obligations and its
companion policy that were set out in the October 2010 Proposal.

Securities regulators in British Columbia, Alberta, Saskatchewan, Manitoba, Prince
Edward Island, Nova Scotia, Northwest Territories, Yukon and Nunavut are now
proposing Multilateral Policy 31-202, which provides guidance on when an investment
fund manager needs to register in our jurisdictions.

Please note that the securities regulators in Ontario, Quebec, New Brunswick and
Newfoundland and Labrador, are publishing a multilateral instrument and multilateral
companion policy, relating to the investment fund manager registration requirement in
their jurisdictions.

3. Contents of this Notice

This notice contains the following annexes:



e Annex A — Summary of comments and responses to the October 2010 Proposal

e Annex B — Proposed Multilateral Policy 31-202 Registration Requirement for
Investment Fund Managers

e Annex C - Proposed Amendments to Companion Policy 31-103CP Registration
Requirements, Exemptions and Ongoing Registrant Obligations

4. Background
Summary of the October 2010 Proposal

The October 2010 Proposal related to the registration requirement for non-resident
investment fund managers, namely:

e international investment fund managers without a head office in Canada; and

e domestic investment fund managers with a head office in one jurisdiction of
Canada who also carry out investment fund manager activities in another
jurisdiction of Canada.

The October 2010 Proposal provided that a non-resident investment fund manager would
be required to register in a jurisdiction if

(i) the investment fund has security holders resident in that jurisdiction, and

(if) the investment fund manager or the investment fund actively solicited the
purchase of the fund’s securities by residents in that jurisdiction.

The October 2010 Proposal also provided for two exemptions from the requirement to
register as an investment fund manager, as described in more detail below.

Summary of comments received by the CSA

The CSA received 24 comment letters on the October 2010 Proposal. The comments
were extremely helpful in the development of the Multilateral Policy. Copies of the
comment letters are available on the British Columbia Securities Commission website:
www.bcsc.bc.ca.

A summary of the comments, together with our responses, is contained in Annex A to
this notice.

5. Summary of key changes

General principles



We propose new guidance in the Multilateral Policy regarding the general principles that
apply to determining whether an entity is required to register as an investment fund
manager, including guidance on the types of activities that investment fund managers
typically conduct.

Changes to the application of the registration requirement

We think that the correct starting point for the interpretation of the investment fund
manager registration requirement is the specific authority under each of our respective
securities legislation.

Securities legislation provides that unless registered, an entity must not act as an
investment fund manager. The legislation defines an “investment fund manager” as an
entity that directs or manages the business, operations or affairs of an investment fund.
Accordingly, an investment fund manager would only be required to register in a
jurisdiction if it directs or manages the business, operations or affairs of the investment
fund in that jurisdiction. We interpret directing or managing the business, operations or
affairs of an investment fund to encompass oversight and direction of the fund, which
establish a real and substantial connection to the jurisdiction. This does not require the
investment fund manager to be physically present in the jurisdiction. What it does require
is for the activities to take place in the jurisdiction.

As set out in the proposed Multilateral Policy, an entity is required to register as an
investment fund manager in a jurisdiction if it directs or manages the business, operations
or affairs of an investment in that jurisdiction. In determining if registration is required,
the entity should consider what activities are taking place in these jurisdictions, including
those functions and activities listed in the Multilateral Policy. We would not expect that
any single function or activity would be determinative. Specifically, unlike the October
2010 Proposal, the presence of security holders and the solicitation of investors in a
jurisdiction does not automatically require an investment fund manager to register.

Removal of exemptions from the investment fund manager registration requirement

The October 2010 Proposal included two exemptions from the investment fund manager
registration requirement:

¢ Investment fund managers without a physical place of business in Canada
were exempt from the investment fund manager registration requirement if
the Canadian distribution of the fund’s securities was restricted to permitted
clients.

¢ If the investment fund manager or the fund ceased to actively solicit residents
in a jurisdiction after the coming into force of the October 2010 Proposal they
were exempt from the investment fund manager registration requirement.

We are no longer providing these exemptions. As we now interpret the investment fund
manager registration requirement more narrowly, and specifically do not require



registration based on the mere presence of security holders and solicitation of investors,
we think that in most cases these exemptions are no longer necessary. However, if an
entity is required to register under our narrower interpretation of the registration
requirement, we do not think it is appropriate that they be exempt on the basis that the
fund they manage only distributes to permitted clients or that neither investment fund
manager nor the fund continues to actively solicit residents in the jurisdiction.

Notice to investors by non-resident investment fund managers

We no longer require a registered investment fund manager whose head office is not in a
jurisdiction to notify security holders of the fund it manages of its non-resident status.
Based on our revised interpretation of the registration requirement, an investment fund
manager will only need to register in a jurisdiction if it directs or manages the business,
operations or affairs of an investment in that jurisdiction and accordingly, we would not
expect many registered investment fund managers would be non-resident. Also, we do
not think that investment fund managers have a relationship with the security holders of
the funds they manage that make this notice necessary.

6. Transition

NI 31-103 provides temporary exemptions from the registration requirement for
investment fund managers registered in the jurisdiction of Canada in which their head
office is located and investment fund managers that do not have a head office in Canada.
These temporary exemptions expire on September 28, 2012. We plan to issue parallel
orders so that investment fund managers will not need to register by September 28, 2012;
they will only need to apply for registration by that date.

We expect to implement the Multilateral Policy on the expiry date of these existing
temporary exemptions. Accordingly, we strongly encourage investment fund managers to
determine in advance whether they will need to apply for registration by September 28,
2012.

7. Request for comments

Please submit your comments in writing on or before April 10, 2012. If you are not
sending your comments by e-mail, send a CD containing the submissions (in Microsoft
Word format).

Address your submissions to the following:

British Columbia Securities Commission
Alberta Securities Commission

Saskatchewan Financial Services Commission
The Manitoba Securities Commission
Registrar of Securities, Prince Edward Island
Nova Scotia Securities Commission

Registrar of Securities, Northwest Territories



Superintendent of Securities, Yukon
Registrar of Securities, Nunavut

Deliver your comments only to the address below. Your comments will be distributed to
the other participating CSA members.

Lindy Bremner

British Columbia Securities Commission
701 West Georgia Street

P.O. Box 10142, Pacific Centre
Vancouver, B.C. V7Y 1L2

E-mail: Ibremner@bcsc.bc.ca

We plan to post all submission letters on the British Columbia Securities Commission
website at www.bcsc.bc.ca.

We cannot keep submissions confidential because securities legislation in certain
jurisdictions requires publication of a summary of the written comments received during
the comment period.

9. Questions
Please refer your questions to any of the following CSA staff:

Lindy Bremner

Senior Legal Counsel, Capital Markets Regulation
British Columbia Securities Commission

Tel: 604-899-6678

Fax: 1-800-373-6393

Ibremner@bcsc.bc.ca

Navdeep Gill

Manager, Registration

Alberta Securities Commission
Tel: 403-355-9043
navdeep.gill@asc.ca

Dean Murrison

Deputy Director, Legal and Registration
Saskatchewan Financial Services Commission
Tel: 306-787-5879

dean.murrison@gov.sk.ca

Chris Besko

Legal Counsel, Deputy Director

The Manitoba Securities Commission
Tel. 204-945-2561


http://www.bcsc.bc.ca/
mailto:lbremner@bcsc.bc.ca
mailto:navdeep.gill@asc.ca

Toll Free (Manitoba only) 1-800-655-5244
chris.besko@gov.mb.ca

Katharine Tummon

Superintendent of Securities

Prince Edward Island Securities Office
Tel: 902-368-4542
kptummon@gov.pe.ca

Brian W. Murphy

Deputy Director, Capital Markets
Nova Scotia Securities Commission
Tel: 902-424-4592
murphybw@gov.ns.ca

Donn MacDougall

Deputy Superintendent, Legal & Enforcement
Office of the Superintendent of Securities
Government of the Northwest Territories

Tel: 867-920-8984
donald_macdougall@gov.nt.ca

Frederik J. Pretorius

Manager Corporate Affairs (C-6)
Dept of Community Services
Government of Yukon

Tel: 867-667-5225
Fred.Pretorius@gov.yk.ca

Louis Arki, Director, Legal Registries
Department of Justice, Government of Nunavut
Tel: 867-975-6587

larki@gov.nu.ca
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ANNEX A

SUMMARY OF COMMENTS AND RESPONSES TO THE
PROPOSED AMENDMENTS TO

NATIONAL INSTRUMENT 31-103
REGISTRATION REQUIREMENTS, EXEMPTIONS AND ONGOING
REGISTRANT OBLIGATIONS

AND

COMPANION POLICY 31-103CP REGISTRATION REQUIREMENTS,
EXEMPTIONS AND ONGOING REGISTRANT OBLIGATIONS

Introduction

The Canadian Securities Administrators (the CSA) received 24 comment letters on the
proposed amendments to National Instrument 31-103 - Registration Requirements,
Exemptions and Ongoing Registrant Obligations (NI 31-103) and Companion Policy 31-
103CP Registration Requirements, Exemptions and Ongoing Registrant Obligations (NI
31-103 CP). The amendments relate to the registration requirement for international
investment fund managers without a head office in Canada and domestic investment fund
managers with a head office in one jurisdiction of Canada who also carry out investment
fund manager activities in another jurisdiction of Canada (non-resident investment fund
managers). The amendments were published for comment on October 15, 2010 (the
October 2010 Proposal). This appendix consolidates and summarizes the material
comments and our responses by theme.

Comments outside the scope of the October 2010 Proposal

We have not provided responses to the comments we received that are fact specific or
outside the scope of the October 2010 Proposal, including:

e registration fees

e national regulator

e redundancy of the investment fund manager registration requirement
e revisiting the definition of permitted client in section 1.1 of N1 31-103

e exemptions for federally regulated financial institutions in CSA jurisdictions other
than Ontario

1. Registration Requirement



Jurisdictional authority

Many commenters suggested that based on the legislative provisions, an entity is only
required to register in those jurisdictions where it carries out some investment fund
manager activities.

In addition, some commenters did not agree that the ownership of securities of an
investment fund, by a resident in a jurisdiction should require investment fund manager
registration, as this is not consistent with the statutory formulation of the investment fund
manager registration requirement.

A number of commenters suggested that the CSA’s proposed interpretation of the
investment fund manager registration requirement was too broad and that the CSA should
adopt a more narrow interpretation.

Some commenters are of the view that the October 2010 Proposal expands the meaning
of “acting as an investment fund manager” by mixing in concepts related to distribution
of and trading in securities, which they consider inappropriate given that distribution and
trading are concepts that apply to dealers and not to the functions of an investment fund
manager.

We agree that there has to be activity in the jurisdiction to establish a sufficient
connection between the entity and the jurisdiction to require registration as an investment
fund manager. Further, the activity has to relate to the functions of an investment fund
manager. Accordingly, we have revised our interpretation of the investment fund
manager registration requirement. Under our revised interpretation, an entity is required
to register if it carries on the activities of an investment fund manager in a jurisdiction
and the presence of security holders and the solicitation of investors no longer
automatically requires an entity to register as an investment fund manager.

Active solicitation

Some commenters were of the view that the requirement to register as an investment fund
manager should not be based on whether or not an investment fund manager or the
investment fund actively solicited the purchase of the fund’s securities in a jurisdiction
because:

e the “active solicitation” test relates to the distribution of securities, not to “acting
as an investment fund manager”

e marketing activities, including solicitation do not constitute directing the
business, operations or affairs of an investment fund

e if an investment fund manager is actively soliciting in a jurisdiction it will be
required to register as a dealer, accordingly imposing investment fund manager
registration is duplicative and imposes additional unwarranted costs



e responding to unsolicited or administrative queries from current or prospective
investors may be considered “active solicitation” and require registration

We agree. Accordingly, we have revised our interpretation of the registration
requirement and investment fund managers are not required to register based on the
presence of security holders and solicitation of investors in our jurisdictions.

Investment fund manager registration does not reduce the risks to investors

Some commenters indicated that the investment fund manager registration requirement
does not reduce the risks to investors associated with investment in an investment fund
that would justify the additional financial and administrative burdens.

We do not agree. We implemented the investment fund manager category of registration
to address the ongoing operational risks of managing a fund. In order to be registered, an
investment fund manager will be required to meet certain criteria, and once registered,
will have to comply with various regulatory requirements, including capital, insurance,
financial reporting and proficiency requirements. Registered investment fund managers
will also be subject to ongoing obligations to establish and maintain internal controls and
risk management systems. These requirements aim to ensure that the investment fund
manager has adequate resources and systems in place to carry out its functions.

Some commenters were of the view that requiring an investment fund manager to register
in jurisdictions in which they do not carry out investment fund manager activities does
not enhance regulatory oversight or investor protection. They also noted that there is
other regulatory oversight and tools, which more appropriately address risks to investors,
including:

e each dealer who trades securities of a fund in a jurisdictions is required to be
registered in that jurisdiction

e investment funds distributed by prospectus are subject to review of disclosure
materials given to investors in a jurisdiction

e regulators can deny the use of exemptions, cease trade securities of a fund or
refuse to issue a receipt for a prospectus

We agree and have accordingly revised the registration requirement so that an entity is
only required to register if it carries on the activities of an investment fund manager in a
jurisdiction.

Investment fund manager registration in multiple jurisdictions of Canada

Some commenters suggest that requiring an investment fund manager to register in
jurisdictions in which it does not actually carry out investment fund manager activities,
does not enhance regulatory oversight and investor protection. These commenters are of
the view that registration in multiple jurisdictions is not without additional cost and
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administrative burdens, which will put additional strain on the financial and time
resources of an investment fund manager.

We agree. Under our revised interpretation of the registration requirement, an entity is
only required to register if it carries on the activities of an investment fund manager in a
jurisdiction. This is consistent with the registration of dealers and advisers in each
jurisdiction where they trade securities or act as an adviser. We note that if registration is
required in multiple jurisdictions, NI 31-103 provides harmonized regulatory
requirements for investment fund managers and the passport system and passport
interface provide administrative efficiencies.

Some commenters are of the view that despite the administrative efficiencies associated
with the passport system, an investment fund manager should only be required to register
in one jurisdiction, based on its head office location. That the requirement to register in
multiple jurisdictions will result in increased regulatory filing fees and other costs
without significantly adding to regulatory oversight.

We note that our revised interpretation of the registration requirement will only require
an entity to register if it carries on the activities of an investment fund manager in a
jurisdiction. Again, this is consistent with the registration of dealers and advisers in each
jurisdiction where they trade securities or act as an adviser.

*““Look through’” and ““flow through”

Several commenters are of the view that the requirement for an investment fund manager
to register based on the residency of investors in the fund contradicts the CSA’s position
that it will not “look through” an investment fund. They also noted that this approach is
inconsistent with the approach taken by the CSA with respect to portfolio managers of
investment funds, who are not required to register in each jurisdiction where the fund is
distributed.

Some commenters are of the view that the client of an investment fund manager is the
fund, consistent with that fact that the duty of care owed under securities legislation and
National Instrument 81-107 Independent Review Committee for Investment Funds is to
the investment fund and not individual security holders. They also noted that this
approach is consistent with the recognition by the CSA that the adviser’s client is the
fund, and the advice given does not flow through to investors in the fund. Accordingly,
they do not think that the requirement to register based on whether the fund has security
holders in a jurisdiction is correct.

Under our revised interpretation of the registration requirement, an entity is not required
to register based merely on the presence of security holders and the solicitation of
investors in a jurisdiction.

2. Exemptions from the investment fund manager registration requirement

Commenters raised numerous concerns with the international investment fund manager
exemption set out in the October 2010 Proposal, including:
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e the condition that total assets of all funds managed by the investment fund
manager that are attributable to Canadian security holders must be less than $50
million (the asset threshold) may:

0 make the exemption meaningless as most international investment fund
managers will exceed this low limit

O require an international investment fund manager to register as a result of
market conditions or transactions in fund securities unrelated to
subscriptions by Canadian investors, such as periodic redemptions by non-
Canadian investors.

o result in fewer investment options for Canadian investors, as investment
funds may choose to withdraw from the Canadian market

o result in investment funds forcing contractual rights of redemption on
Canadian investors

e the calculations required to monitor compliance with the asset threshold are
unworkable

e the asset threshold should not apply to an international investment fund manager
that distributes the securities of its investment funds only to permitted clients,
because these are highly sophisticated clients who have resources to perform their
own due diligence and assess the ongoing services of the investment fund
manager

e the exemption is inconsistent with the exemptions in NI 31-103 available to
international dealers and advisers because it requires monitoring of the value of
the securities beneficially owned by Canadian investors, whereas the exemptions
for international dealers and advisers focus on the type of security, type of client
and in the case of advisers, their revenues in Canada

e that the condition requiring an investment fund be formed or created in a foreign
jurisdiction is not relevant

We agree that the exemption for international investment fund managers had numerous
issues that made it unworkable. We narrowed our interpretation of the registration
requirement, which in most cases makes the exemption no longer necessary. We note that
an international investment fund manager is no longer required to register based on the
presence of security holders and solicitation of investors in a jurisdiction. However, if
they are required to register under our narrower interpretation of the registration
requirement, we do not think it is appropriate that they be exempt on the basis that the
fund they manage only distributes to permitted clients.

Investment fund managers regulated in their home jurisdiction

Some commenters are of the view that the CSA should tailor the regulatory framework
with respect to investment fund managers that are also registered or regulated by their
home jurisdiction or with their local regulator, or create a new exempt category of
registration requiring mandatory disclosure.
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We do not agree. Given the different regulatory approaches for investment fund
regulation in foreign jurisdictions, we are not proposing that regulation in the home
jurisdiction should be the basis for an exemption. Further, as we now propose a narrower
investment fund manager registration requirement, an international investment fund
managers will only be required to register if it carries on the activities of an investment
fund manager in our jurisdictions.

3. Regulatory burden
Limited investment opportunities for Canadian investors

Several commenters are of the view that the increased regulatory burden of an
international investment fund manager having to register in Canada is not justified. These
commenters have suggested that the increased regulatory burden may deter the presence
of international investment funds in Canada, and reduce investment choices and
opportunities for Canadian investors.

We designed the investment fund manager category of registration to address risks
associated with managing a fund by imposing regulatory requirements, including capital,
insurance, financial reporting and proficiency, which aim to ensure that the investment
fund manager has adequate resources to carry out its functions. We are of the view that
where an entity carries on the activities of an investment fund manager in our
jurisdictions it has an appropriate connection to our jurisdictions to require registration.
However, as the requirement to register is no longer based merely on the presence of
security holders and the solicitation of investors in a jurisdiction, many international
investment fund managers will not need to register.

Proficiency and other registration requirements

Some commenters are of the view that international investment fund managers will not
be able to satisfy the registration requirements under the October 2010 Proposal including
those relating to compliance, capital, insurance, financial reporting and proficiency
requirements particularly because some requirements are unique to Canada.

We do not agree. There are currently many foreign entities registered in other categories
of registration that are subject to the registration requirements of NI 31-103, including the
compliance, capital, insurance, financial reporting and proficiency requirements.
However, we will consider applications for exemptive relief from certain registration
requirements for international investment fund managers on a case-by-case basis, where
appropriate. Further, as we no longer require an investment fund manager to register
based merely on the presence of security holders and the solicitation of investors in a
jurisdiction, many international investment fund managers will not need to register.

Financial reporting
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Some commenters are of the view that complying with the financial statement reporting
obligations, particularly the requirement to prepare financial statements in accordance
with Canadian GAAP is burdensome for international investment fund managers.

We do not agree. Section 3.15 of National Instrument 52-107 - Accounting Principles
and Auditing Standards recognizes acceptable accounting principles other than Canadian
GAAP for foreign registrants.

4. Other comments
Notice of non-resident status

With respect to the proposed requirement that registered investment fund managers
without a head office in a jurisdiction provide notice of their non-resident status to
security holders of the fund they manage, commenters were of the view that this notice
requirement:

e should not apply to domestic non-resident investment fund manager, given the
principle of reciprocal enforcement between Canadian jurisdictions

e isonly appropriate for international investment fund managers
e imposes unnecessary expense, without any commensurate benefit

o will infer that an investment fund managed by an investment fund manager
resident in a jurisdiction is less risky

We are not proposing to revise NI 31-103 to require this notice. Based on our revised
interpretation of the registration requirement, an investment fund manager will only need
to register in a jurisdiction if it directs or manages the business, operations or affairs of an
investment in that jurisdiction and accordingly, we would not expect many registered
investment fund managers would be non-resident. Also, we do not think that investment
fund managers have a relationship with the security holders of the funds they manage that
make this notice necessary.

Outsourcing

One commenter suggests that the non-resident registration requirement, for an investment
fund manager that outsources or delegates its investment fund manager activities to a
service provider in a jurisdiction other than where it has a physical place of business, is
not consistent with the existing NI 31-103CP guidance on outsourcing and does not
provide additional protections.

We agree that the delegation of certain functions by an investment fund manager, on its
own, would not require the investment fund manager to register in the jurisdiction where
the service provider is located. However, the investment fund manager is responsible for
these functions and must supervise the service provider. Further, if an entity delegates or
outsources activities to a service provider to such a level that the service provider is
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directing or managing the business, operations or affairs of an investment fund in the
jurisdiction, then the service provider must also register as an investment fund manager.

Competitive advantage for international investment fund managers

One commenter is of the view that entities that are not required to register as investment
fund managers, particularly foreign entities, will have a competitive advantage over
entities that are required to register.

The investment fund manager registration requirement does not relate to the regulation of
competition; it only requires an entity to register if it is conducting investment fund
manager activities within a jurisdiction.

Transition

Some commenters have expressed that it is unrealistic to require certain non-resident
investment fund managers to be registered by September 28, 2011.

NI 31-103 was amended effective July 11, 2011 to extend the temporary exemption from
registration, until September 28, 2012 for investment fund managers registered in the
jurisdiction of Canada in which its head office is located and for international investment
fund managers that do not have a head office in a jurisdiction of Canada. We plan to issue
parallel orders so that investment fund managers will not need to register by September
28, 2012; they will only need to apply for registration by that date.
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List of commenters

Alternative Investment Management Association
BlackRock, Inc.

BNP Paribas Investment Partners Canada Ltd.
Borden Ladner Gervais LLP

Brandes Investment Partners & Co.

Canadian Imperial Bank of Commerce
Canadian Pension Plan Investment Board
Capital International, Inc.

Davies Ward Phillips & Vineberg LLP
Fidelity Investments Canada ULC

GreyStone Managed Investments Inc.

Invesco Trimark Ltd.

Managed Funds Association

Marathon Asset Management LLP

McMillan LLP

Orbis Investment Management Limited
Pension Investment Association of Canada
Portfolio Management Association of Canada
RESP Dealers Association of Canada
Stikeman Elliott LLP

The Canadian Advocacy Council for Canadian CFA Institute Societies

The Investment Adviser Association
The Investment Funds Institute of Canada
Veronica Armstrong Law Corporation
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ANNEX B

MULTILATERAL POLICY 31-202
REGISTRATION REQUIREMENT FOR INVESTMENT FUND MANAGERS

This multilateral policy applies in British Columbia, Alberta, Saskatchewan, Manitoba,
Prince Edward Island, Nova Scotia, Northwest Territories, Yukon and Nunavut.

An investment fund manager is required to register in a jurisdiction if it carries on the
activities of an investment fund manager in that jurisdiction.

Some of the functions and activities that an investment fund manager directs, manages or
performs include:

e establishing a distribution channel for the fund

e marketing the fund

e establishing and overseeing the fund’s compliance and risk management
programs

e overseeing the day to day administration of the fund

e retaining and liaising with the fund portfolio manager, the custodian, the
dealers and other service providers

e overseeing advisers’ compliance with investment objectives and overall

performance of the fund

preparing the fund’s prospectus or other offering documents

preparation and delivery of unit holder reports

identifying, addressing and disclosing conflicts of interest

calculating the net asset value (NAV) and the NAV per share or unit

calculating, confirming and arranging payment of subscriptions,

redemptions and arranging for the payment of dividends or other

distributions, if required

An investment fund manager is required to register if it directs or manages the business,
operations or affairs of an investment fund from a physical place of business in a
jurisdiction or its head office is in a jurisdiction.

In circumstances where the investment fund manager does not have a physical place of
business or head office in a jurisdiction, they will need to register if they carry on the
activities of an investment fund manager in that jurisdiction. In determining if
registration is required, these entities should consider what activities are taking place in
the jurisdiction, including those functions and activities listed above. We would not
expect that any single function or activity would be determinative. Specifically, the
presence of security holders and the solicitation of investors does not automatically
require an investment fund manager to register in a jurisdiction.
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ANNEX C

PROPOSED AMENDMENTS TO COMPANION POLICY 31-103CP
REGISTRATION REQUIREMENTS, EXEMPTIONS AND ONGOING REGISTRANT
OBLIGATIONS

Section 7.3 [Investment fund manager category] is amended by adding the following new
paragraph after the first paragraph under the heading “7.3 Investment fund manager
category™:

“For additional guidance on the investment fund manager registration requirement in
Alberta, British Columbia, Manitoba, Nova Scotia, Northwest Territories, Nunavut,
Prince Edward Island, Saskatchewan and Yukon see Multilateral Policy 31-202
Registration Requirement for Investment Fund Managers and in New Brunswick,
Newfoundland and Labrador, Ontario and Québec see Multilateral Instrument 32-102
Registration Exemptions for Non-Resident Investment Fund Managers and Companion
Policy 32-102CP Registration Exemptions for Non-Resident Investment Fund Managers”



