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Headnote

Mulitlateral Instrument 11-10Passport System and National Policy 11-20Brocess
for Exemptive Relief Applications in Multiple Jurisdictions — Exemption from the
self dealing prohibitions in BCI 81-513, the related party prabifstin NI 31-103
and Inter-fund trade requirements in NI 81-107 — An advisetsvlief from the
self-dealing and related party transaction prohibitionsao iis affiliates to cause
the mutual funds or managed accounts they advise ogemamaransact with each
other and other related parties.

Applicable Legislative Provisions
Securities Act R.S.B.C. 1996, c. 418, ss

In the Matter of
the Securities Legislation
of British Columbia and Ontario (the Jurisdictions)

and

In the Matter of
the Process for Exemptive Relief Applications in MuléiJurisdictions

and

In the Matter of
HSBC Global Asset Management (Canada) Limited (trex)Fil

and

In the Matter of
the existing and future mutual funds managed or advised byl&neoFan affiliate
of the Filer and to which National Instrument 81-M@ual Funds (NI 81-102)
applies (each, a Fund and, collectively the Funds)ttanéllly managed accounts
managed by the Filer or an affiliate of the Filer (¢eacManaged Account and,
collectively, the Managed Accounts)

Decision
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Background

The securities regulatory authority or regulator in ezfdifne Jurisdictions (the
Decision Makers) has received an application from tleg for a decision under the
securities legislation of the Jurisdictions (the Liagisn) for:

(@)

(b)

an exemption (the Principal Trade Related AccounefRéom the
requirement (the Related Account Prohibition) that prohiitegistered
adviser from knowingly causing an investment portfolio ngaxaby it,
including an investment fund for which it acts as an advisgpurchase or
sell a security of any issuer from or to the investnpemtfolio of a
responsible person (as defined in the Legislation)saoaate of a
responsible person or an investment fund for whichébpansible person
acts as an adviser (a Related Account), in order to parfund or a
Managed Account to purchase from or sell to a RelatesbRehat is a
principal dealer in the Canadian debt securities magBtificipal Dealer)
debt securities of an issuer other than the federalppovincial government
(Non-Government Debt Securities) or debt securities égssudully and
unconditionally guaranteed by the federal or a provincial gowent
(Government Debt Securities) in the secondary marketRtincipal Dealer
Trades);

an exemption (the Inter-Fund Trade Related Accoul¢fiRéom the
Related Account Prohibition and the requirement that atexgid adviser
must execute transactions between portfolios managec bgdgistered
adviser or an associate of the registered adviser antunegket price to
permit the following purchases and sales (the Inter-FuadeR):

(1) a Fund to purchase exchange-traded securities fronll @xebhange-
traded securities to another Fund at the last sale psagefined in
the Market Integrity Rules of the Investment IndustrgiRatory
Organization of Canada, prior to the execution of thdd (the Last
Sale Price) in lieu of the closing price, as requireddwstion 6.1(2)(e)
of National Instrument 81-10hdependent Review Committee for
Investment Funds (NI 81-107) because of the definition of "current
market price" in section 6.1(1)(a)(i) of NI 81-107 (the @igsSale
Price);

(i) a Managed Account to purchase securities from oissellrities to a
Fund, where such Managed Account is not for a clieattitha
responsible person; and
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(€)

(d)

(e)

V)

(i) where the transactions contemplated in (ii)alwe exchange traded
securities the transactions are permitted to occur dtasteSale Price
instead of the Closing Sale Price;

an exemption (the In Specie Transaction Relatesbéat Relief) from the
Related Account Prohibition to permit a Fund and a Managedukt¢o

engage inn Soecie Transactions (as described below);

an exemption (the Related Issuer Relief) from #dairement (the Related
Issuer Prohibition) that prohibits a registered adviser ftaosing an
investment portfolio managed by it, including an investmerd fon which it
acts as an adviser, to purchase a security of an igsRslated Issuer) in
which a responsible person or an associate of thens® person is an
officer or director or where his or her own interest midistort his or her
judgment, unless the specific fact is disclosed to tlemtcand the written
consent of the client to the purchase is obtained &é¢fa purchase, in order
to permit the Funds to purchase and hold non-exchange traded deb
securities, other than asset backed commercial papeitss; with a term to
maturity of 365 days or more, issued by a Related Persoprimary
offering, and to permit the Funds to purchase and hold romaage traded
debt securities issued by a Related Issuer in the secomdakegt;

an exemption (the Related Shareholder Reliefh ftee requirement (the
Related Shareholder Prohibition) that prohibits a mutuad foom making or
holding an investment in any person or company who is stauiial security
holder of the mutual fund, its management company oilalisisn company
(a Related Shareholder), in order to permit the Funds tdasecand hold
non-exchange traded debt securities, other than assetbeammmercial
paper securities, with a term to maturity of 365 days aeissued by a
Related Person in a primary offering, and to permit theds to purchase and
hold non-exchange traded debt securities issued by a Relaezh&lder in
the secondary market;

an exemption (the Related Party Relief) fromrdguirement (the Related
Party Prohibition) that prohibits a mutual fund from makindnolding an
investment in an issuer in which a Related Shareholdea lsaynificant
interest (a Related Party), in order to permit the Fomgsirchase and hold
non-exchange traded debt securities, other than assetbammmercial
paper securities, with a term to maturity of 365 days aessued by a
Related Person in a primary offering, and to permit theds to purchase and
hold non-exchange traded securities issued by a RelatechSkia@rein the
secondary market; and



2011 BCSECCOM 362

(9)

an exemption (the Reporting Relief) from the requéest (the Reporting
Requirement) that a mutual fund manager or a manage Oy
(depending on the jurisdiction) file a report within 30 dafger each month
end and in respect of each mutual fund to which it providesces, relating
to every purchase or sale effected by such mutual fund themygtelated
person or company (a Related Agent) with respect to wheRéiated
Agent received a fee either from the mutual fund or fthenother party to
the transaction or both, in order that the Funds areaguired to comply
with the Reporting Requirement

(collectively, the Requested Relief).

Under the Process for Exemptive Relief ApplicationMirtiple Jurisdictions (for a
dual application):

(@)
(b)

(€)

the British Columbia Securities Commission & piincipal regulator for this
application;

the Filer has provided notice that section 4.7(1) ofiMteral Instrument
11-102Passport System (MI 11-102) is intended to be relied upon in Alberta,
Saskatchewan, Manitoba, Ontario, Quebec, New Brunsiigka Scotia,
Prince Edward Island, Newfoundland and Labrador, Northwesttdries,
Yukon and Nunavut (the Non-Principal Jurisdictions); and

the decision is the decision of the principal reguland evidences the
decision of the securities regulatory authority or ragulin Ontario.

Interpretation

12 Terms defined in National Instrument 14-1Définitions and Ml 11-102 have the
same meaning if used in this decision, unless otherwise defined.
The term Related Person will be used to refer to aa&kkccount, Related Issuer,
Related Shareholder, Related Party, or Related Agenhdiggeon the prohibition
or relief referred to.

Representations
13 This decision is based on the following facts representedeblfiler:

1.

The Filer is a corporation organized under the lawSasiada, with a head
office located in Vancouver, British Columbia.

The Filer is registered under applicable securitiasl&@mn in each province
of Canada, other than Prince Edward Island, an advigke icategory of
portfolio manager and in Ontario as a dealer in thegoay of exempt market
dealer.
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10.

11.

12.

13.

14.

Each Fund is or will be an open-ended mutual fund esi@oliunder the
laws of one of the Jurisdictions or the Non-Printiaisdictions.

Each of the Funds is or will be a reporting issuer utigelaws of one or
more of the provinces of Canada.

Securities of each Fund are or will be qualified fé& saone or more
Canadian jurisdictions under a simplified prospectus andal information
form filed in accordance with applicable securitiesdigion.

The Filer and each of the Funds are not in defdlteosecurities legislation
in any jurisdiction.

The Filer, or an affiliate of the Filer, is or Ik the manager and/or
principal portfolio adviser of the Funds and the portfolianager of each
Managed Account.

A Fund may be an associate of the Filer, or offliate of the Filer, that is
a responsible person in respect of another Fund.

A Fund may be an associate of the Filer, or offliate of the Filer, that is
the portfolio adviser of a Fund or a Managed Account.

A responsible person, or an associate of a respep&idon, of the Filer
may be an officer or director of a Related issuer.

A Related Person of a Fund or a Managed Account mayPibecipal Dealer
in Non-Government Debt Securities or Government Debu6ties.

The purchase of Non-Government Debt Securities andr@ment Debt
Securities from a Related Person of the Funds indterslary market is
subject to the Related Account Prohibition.

There is a limited supply of Non-Government Debt Seesirand
Government Debt Securities available to the Funds aniM#maged
Accounts, and frequently the only source of Non-Governibeit
Securities and Government Debt Securities for a FundMareaged Account
is a Related Person.

The investment strategies of each Fund that reli¢lseoPrincipal Trade
Related Account and Related Issuer Relief permit orpeithit it to invest in
the securities purchased, either as a principal strategphieving its
investment objective or as a temporary strategy, pendenguirchase of
other securities.
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15.

16.

17.

18.

19.

20.

21.

22.

The Filer wishes to cause each Fund to purchase seinatin or sell
securities to another Fund or Managed Account.

The Filer wishes to cause each Managed Account to pusdasgdties from
or sell securities to another Managed Account or Fund.

The Filer wishes to deliver securities to a Fund in mesdesubscriptions by
a Managed Account of securities of a Fund and may wistceive
securities from a Fund in respect to a redemption afréess of a Fund by a
Managed Account (such transactidnsSpecie Transactions).

The Filer wishes to cause a Managed Account to engag&pecie
Transactions with a Fund in respect of the purchasedemnption of
securities of a Fund by a Managed Account.

Effectingln Specie Transactions between the Funds and the Managed
Accounts will allow the Filer to manage each asseisctaore effectively and
reduce transaction costs for the client and the Firad.exampleln Specie
Transactions reduce market impact costs, which can hendatal to the
client and/or the Fund(s)n Specie Transactions also allow a portfolio
manager to retain within its control institutional-sitecks of securities that
otherwise would need to be broken and re-assembled.

The securities transferred unded m&pecie Transaction will be valued on
the same valuation day on which the unit purchase pricedemption price
of a Fund is determined. With respect to the purchasecofises of a Fund,
the securities transferred to a Fund undeimeBpecie Transaction in
satisfaction of the purchase price of those securitié e valued as if the
securities were portfolio assets of the Fund, as ogitded by subsection
9.4(2)(b)(ii)) of NI 81-102. With respect to the redemptidrsecurities of a
Fund, the securities transferred to a Managed Accouatisfection of the
redemption price of those securities will have a valuelgquhe amount at
which those securities were valued in calculating theasset value per
security used to establish the redemption price of the iseswf the Fund,
as contemplated by subsection 10.4(3)(b) of NI 81-102.

The only cost which will be incurred by a Fund or Madafyecount for an
In Specie Transaction is a nominal administrative charge leviethby
custodian of the Fund in recording the trade and any cesiomi charged by
the dealer executing the trade.

The Funds require the relief sought in order to pursureitliestment
objectives and strategies effectively.
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23.

24,

25.

26.

27.

28.

29.

Pursuant to section 6.2 of NI 81-107 and concurrent teladr NI 81-102,
the Funds are permitted to purchase exchange traded sscofiti Related
Person.

Securities issued by a Related Person that are teok diad traded on an
exchange may be appropriate securities for a Fund or MaAagednt to
purchase, sell or hold.

A Related Person (in particular, HSBC Bank Canadg)b@an issuer of
highly rated commercial paper and other debt securitie$ikeconsiders
that the Funds should have access to such securitiggefllowing
reasons:

(@) there is currently and has been for several yegaesy limited supply
of highly rated corporate debt; to limit the supply avadao the
Funds even further by removing debt issued by a Related Rarson
the Funds at a competitive disadvantage and may incileasest a
Fund pays for available securities;

(b) diversification is reduced to the extent that a Harimnited with
respect to investment opportunities; and

(c) to the extent that a Fund is trying to track or outperfa benchmark
it is important for the Fund to be able to purchase aoyriges
included in the benchmark; debt securities of a RelatesbRarre
included in most of the Canadian debt indices.

The Filer is seeking the Related Issuer Relief, #lat®d Shareholder Relief
and the Related Party Relief to permit the Funds to pucas hold non-
exchange traded debt securities issued by a Related Person.

Each non-exchange traded debt security purchased by almsndnt to the
Requested Relief that is a security issued by a RelatsdriPetll have been
given, and will continue to have, an approved credit gat@s defined in NI
81-102) by an approved credit rating organization (as definedl 811402).

Where a Fund purchases a non-exchange traded debtysecarimary
offering pursuant to the Requested Relief, the terms gfrih@ary offering,
such as the size and the pricing, will be a matter of pubtiord as
evidenced in a prospectus, offering memorandum, press releateer
public document.

If a Fund’s purchase of non-exchange traded sesustaed by a Related
Person involves an inter-fund trade with another funahch NI 81-107
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30.

31.

32.

33.

34.

applies, the provisions of section 6.1(2) of NI 81-107 vapls to such
transaction.

An independent review committee (IRC) in accordavitethe requirements
under NI 81-107 has or will be appointed for each Fund.

The mandate of the IRC of a Fund will include: approvinghasges and
sales of securities between a Fund and another Funslanaged Account;
approving purchases and sales of Non-Government Debt Sexariid
Government Debt Securities from or to a Related Petsdns a Principal
Dealer in the secondary market; and approving purchasebunydeof
securities of a Related Issuer. The IRC of the Funtis&composed in
accordance with section 3.7 of NI 81-107 and will be expetcteomply
with the standard of care set out in section 3.9 8NL07. Further, the
IRC of the Funds will not approve purchases of secunfiesRelated Issuer
or purchases and sales of Non-Government Debt Secunit@svernment
Debt Securities from a Related Person that is a ipehDealer in the
secondary market, unless it has made the determinationts& section
5.2(2) of NI 81-107.

The investment management agreement or other doctimemaespect of
a Managed Account will contain the authorization ofdlent for the
portfolio manager to purchase securities from or sellréés to a Fund, and
to purchase and sell Non-Government Debt Securities andr@oent Debt
Securities from a Related Person that is a Principaldd in the secondary
market.

Where the Filer or its affiliates or associatesaa a portfolio adviser to the
Funds, they have discretion to allocate the brokeragsactions of each
Fund in a manner that they believe to be in the Fundisrtesests. The
purchase or sale of securities effected through a RePatesbn reflects the
business judgment of the Filer or its affiliates anaeaisses uninfluenced by
considerations other than the best interests of thds-Uie transactions will
be on terms and conditions comparable to those offerediayated brokers
or dealers.

The annual information forms or prospectuses oftimels will disclose on
the date which is the earlier of:

(@) the date when an amendment to the simplifiedogaias or annual
information form of a Fund is filed, and
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35.

36.

37.

38.

(b) the date on which the initial or renewal simplifiprospectus or
annual information form is receipted,

that the portfolio adviser, or sub-advisor as applicabée; allocate
brokerage business of the Funds to a Related Person, prawdedith
transactions are made on terms and conditions compaoaiblese offered by
unrelated brokers and dealers;

The Funds prepare and file interim and annual manageepants of fund
performance (MRFPSs) that disclose any transactionsvimgpRelated
Persons, including the identity of the Related Perssmelationship to the
Fund, the purpose of the transaction, the measurerasistused to
determine the recorded amount and any ongoing commitneetite Related
Person; a discussion of portfolio transactions wiRBetated Person must
include the dollar amount of commission, spread or any &tkethat the
Fund paid to any Related Party in connection with thes&etion;

The Filer is seeking the Reporting Relief in respetheFunds, because, in
the absence of the Reporting Relief, the Funds wouldblged to prepare a
report of any purchase or sale of securities by a Fundste#fected through
a Related Person and file the report with the securemslatory authority or
regulator in the Jurisdictions and the Non-Principal Jigtigehs within 30
days of the end of the month in which the transactimesirs; it would be
costly and time consuming to provide the information reqbsethe
Reporting Requirement on a monthly and segregated basiadarFund.

At the time of any transaction contemplated indkisision, the Filer will
have in place policies and procedures to enable the Foahgiage in the
transactions contemplated by the decision with the Bkaoh@ccounts.

The Filer has determined that it would be in the estsrof the Funds and the
Managed Accounts to receive the Requested Relief.

Decision

Each of the Decision Makers is satisfied that thesi@eimeets the test set out in the
Legislation for the Decision Maker to make the deaisio

The decision of the Decision Makers under the Legisias that the Requested
Relief is granted provided that:

1.

with respect to the Principal Trade Related AccouneRel

(a) the purchase or sale is consistent with the investoigettive of
each Fund;
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(b) the IRC of each the Funds has approved the transactamtordance
with section 5.2(2) of NI 81-107;

(c) the manager of the Fund complies with the confliaghtd@rest matter
requirements of section 5.1 of NI 81-107,;

(d) the manager of each of the Funds and the IRC of dabtle ¢-unds
comply with section 5.4 of NI 81-107 for any standing instomst
the IRC provides in connection with the transactions;

(e) a purchase is not executed at a price which is highetllaavailable
ask price of the security and a sale is not executegrteawhich is
lower than the available bid price;

® the bid and ask price of the Non-Government Debt Seaurity
Government Debt Security are readily available, as gealvin
commentary 7 to section 6.1 of NI 81-107;

(9) the purchase or sale is subject to applicable "market itytegr
requirements" as defined in NI 81-107;

(h) the Funds keep the written records required by section &L &)NI
81-107; and

(1) if the transaction is by a Managed Account, the investmen
management agreement or other documentation in respiet of
Managed Account authorizes the transaction;

with respect to the Inter-Fund Trade Related AccoulefRes it applies to a
purchase or sale of exchange traded securities by a Fundtt@aFund, the
requirements of Section 6.1 of NI 81-107 apply except thaidgroses of
paragraph (e) of subsection 6.1(2) of NI 81-107 the currerkatiprice of
the security may be the Last Sale Price;

with respect to the Inter-Fund Trade Related AccoulefRehe Filer or its
affiliate refers a transaction that involves a Fumthe IRC in the manner
contemplated by Section 5.1 of NI 81-107 and the IRC ofFtimel complies
with Section 5.4 of NI 81-107 in respect of any standinguetitbns the IRC
provides in connection with the transaction;

in the case of an Inter-Fund Trade between a Fund &fahaged Account:

(a) the purchase or sale of securities is consist&ntthae investment
objectives of the Fund and the Managed Account;
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(b)

(€)

(d)

the IRC of the Fund has approved the transaction loafozf the
Fund in accordance with the terms of subsection 5.2(X) 81-107;

the investment management agreement or other docatmant
respect of the Managed Account authorizes the transaeial

the transaction complies with paragraphs (c) f@{gubsection
6.1(2) of NI 81-107 except that for purposes of paragraph (e) of
subsection 6.1(2) in respect of exchange traded securigiesitient
market price of the security may be the Last SaleePric

with respect tén Specie Transactions in connection with the purchase of
units of a Fund by a Managed Account:

(@)

(b)

(€)

(d)

(e)

()

(9)

(h)

the IRC of the Fund has approved lthh&pecie Transaction in respect
of the Fund in accordance with section 5.2(2) of NI 81-107,;

the Filer or its affiliate, as manager of thenéfuand the IRC of the
Fund, comply with the requirements of section 5.4 08107 for
any standing instructions the IRC provides in respect tfi-&pecie
Transaction;

the Filer or its affiliate obtains the prior vieih consent of the client
of the relevant Managed Account before it engages inrafpecie
Transactions;

the Fund would at the time of payment be permitted tohaise the
securities;

the securities are acceptable to the Filer offitete as portfolio
manager of the Fund and consistent with the Fund’s timesg
objectives;

the value of the securities sold to the Fund igas$tl equal to the issue
price of the securities of the Fund for which they@magment, valued
as if the securities were portfolio assets of that Fund,;

the account statement next prepared for the ManageauAt will
include a note describing the securities delivered to the Fuththa
value assigned to such securities; and

the Fund keeps written records oflalSpecie Transactions during a
financial year of the Fund, reflecting details of theusities delivered
to the Fund and the value assigned to such securitiesydoyrears
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6.

after the end of the financial year, the most ret&atyears in a
reasonably accessible place;

with respect tén Specie Transactions in connection with the redemption of
units of a Fund by a Managed Account:

(a) the IRC of the Fund has approved lth&pecie Transaction in respect
of the Fund in accordance with section 5.2(2) of NI 81-107,

(b) the Filer or its affiliate, as manager of thaenétuand the IRC of the
Fund, comply with the requirements of section 5.4 08107 for
any standing instructions the IRC provides in respect tfi-&pecie
Transaction;

(c) the Filer or its affiliate obtains the prior vieih consent of the client
of the relevant Managed Account to the payment of redempti
proceeds in the form dn-Specie Transaction;

(d) the securities are acceptable to the Filer orfiisaéé as portfolio
manager of the Managed Account and consistent with drealyed
Account’s investment objectives;

(e) the value of the securities is at least equal tati@unt at which
those securities were valued in calculating the net aakee per unit
of the Fund used to establish the redemption price;

® the account statement next prepared for the Manageaunt will
include a note describing the securities delivered to the Mdnage
Account and the value assigned to such securities; and

(h) the Fund keeps written records oflallSpecie Transactions during a
financial year of the Fund, reflecting details of theusities delivered
by the Fund and the value assigned to such securitiesydoydars
after the end of the financial year, the most retgatyears in a
reasonably accessible place;

with respect to the Related Issuer Relief, the Beél&hareholder Relief and
the Related Party Relief:

(@) the purchase or holding is consistent with, or is nacgse meet, the
investment objective of each Fund,

(b)  at the time of purchase the IRC of each Fund has apptbeed
transaction in accordance with section 5.2(2) of NI 81-107;
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(€)

(d)

(e)

the manager of each of the Funds complies with sebtib of NI 81-
107 and the manager and the IRC of each of the Funds yaritpl
section 5.4 of NI 81-107 for any standing instructions the IRC
provides in connection with the transactions;

if the transaction occurs in the secondary market:

(1) the purchase is not executed at a price which is hidjaerthe
available ask price of the security;

(i) the ask price of the security is determined as Vadio

(A) if the purchase occurs on a marketplace, the price
payable is determined in accordance with the
requirement of the marketplace;

(B) if the purchase does not occur on a marketplace,

(1) a Fund may pay the price for the security at
which an independent, arm’s length seller is
willing to sell the security, or

(2) if a Fund does not purchase the security from
an independent, arm’s length seller, such Fund
must obtain, immediately before the purchase,
at least one quote from an independent, arm’s
length purchaser or seller and not pay more
than that quote;

(i)  the transaction complies with any applicable kedrintegrity
requirements as defined in section 6.1(1)(b) of NI 81-107; and

(iv)  no later than the time each of the Funds fiiesnnual
financial statements, the Filer, or an affiliateassociate of
the Filer, files with the securities regulatory auttyoor
regulator the particulars of any investments made inmnedia
on this relief;

If the transaction occurs in the primary market:
(1) the non-exchange traded debt securities are not lzasietd

commercial paper securities and have a term to matifrity
365 days or more;
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(i)  the size of the primary offering is at least $100 million;

(i)  at least two purchasers who are independent, arm’s length
purchasers, which may include “independent underwriters”
within the meaning of National Instrument 33-105
Underwriting Conflicts, collectively purchase at least 20% of
the primary offering;

(iv)  no Fund shall participate in the primary offering if dalling
its purchase the Fund would have more than 5% of its net
assets invested in non-exchange traded debt securities of t
Related Issuer;

(v) no Fund shall participate in the primary offering if dalling
its purchase the Fund together with related Fund wid hol
more than 20% of the securities issued in the primagyiaff;

(vi)  the price paid for the securities by the Fund in the pgima
offering shall be no higher than the lowest price paid bycdny
the arm’s-length purchasers who participate in the primary
offering; and

(vii)  no later than the time the Fund files its annual firenc
statements, the Filer, or an affiliate or assoa#étie Filer,
files with the securities regulatory authority the marars of
such investments, and

8. with respect to the Reporting Relief:

(@)

(b)

the annual and interim Management Report of Fund ffeaface for
each Fund discloses:

(1) the name of the Related Person;
(i) the amount of fees paid to each Related Person; and

(i) the person or company who paid the fees, if theyewmt paid
by the Fund; and

the records of portfolio transactions maintained lmhdaind include,
separately for every portfolio transaction effectedhsyFund
through a Related Person:
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(1) the name of the Related Person;
(i) the amount of fees paid to each Related Person; and

(i) the person or company who paid the fees.

Sandra Jakab
Director, Capital Market Regulations
British Columbia Securities Commission




