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April 30, 2003


Delivered by Courier and Electronically


The Joint Forum of Financial Market Regulators and
The Canadian Securities Administrators and
The Canadian Counsel of Insurance Regulators
C/o Mr. Steven Paglia
Senior Policy Analyst
Joint Forum Project Office
5160 Yonge Street
Box 85, 17th Floor
North York, ON M2N 6L9


Dear Sirs:


RE: CONSULTATION PAPER 81-403
RETHINKING POINT OF SALE DISCLOSURE FOR SEGREGATED FUNDS AND MUTUAL FUNDS


ADP Investor Communications (“ADP”) is pleased to respond to the request for comments by The Joint Forum of
Financial Market Regulators (the "Joint Forum"), The Canadian Securities Administrators (the "CSA") and The
Canadian Counsel of Insurance Regulators (the "CCIR") on Consultation Paper 81-403, Rethinking Point-of-Sale
Disclosure for Segregated Funds and Mutual Funds (the "Paper").


ü ADP AND IT’S BUSINESS


ADP is an industry leader in providing investor communications services in the financial marketplace since 1987.
Investor communication services range from beneficial and registered shareholder communications, regulatory
document fulfillment, and transaction reporting production and mailing. We service over 230 banks, brokers, and
dealers and the majority of the fund industry in Canada. Unique to ADP is our industry, regulatory and data
processing expertise. Clients rely on ADP for products and services that comply with securities laws and
regulations, and as a result, depend on ADP to ensure they are in compliance. Clients leverage ADP’s industry
and regulatory knowledge to fulfill their obligations to deliver information to investors. ADP is responsible for
distributing the majority of disclosure documents to investors in Canada, and is by far the largest provider of
fulfillment of mutual fund annual reports, prospectuses and amendments, and public corporation materials.


ü WHAT IS INVOLVED IN DELIVERING POINT-OF-SALE DISCLOSURE?


Fulfillment and delivery of disclosure documents is a complex and costly job. The traditional warehouse pick-
and-pack fulfillment process is labour-intensive, error-prone and carries a high compliance exposure due to
stock-outs and delays in tracking and incorporating new documents. The issues for industry participants are
significant as the Paper outlines.


Fund manufacturers must coordinate at a high cost distribution of materials on thousands of fund products to
hundreds of destinations. The actual costs of waste are impossible to quantify.


Dealers must be able to fulfill their compliance obligations to send disclosure documents on every product they
sell, and inventories (English and French), are large and cumbersome as a result.


Advisors find it difficult to keep up with the regulatory requirements and the need for physical space to store
documents. As a result, they often do not distribute the documents on the expectation that head office does the
job.
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ADP’s current manual fulfillment service relies on an extensive inventory and large warehouse with significant
resources, in 2 facilities, to satisfy our clients’ needs.


There is evidence that fulfillment technology is evolving, with the introduction in the industry of “Smart” mutual
fund annual reports, which operators like AIM, Mackenzie Financial, and AIC leverage to deliver only the
required fund financials to investors based on their holdings.1 Technology is advancing and the “emerging”
fulfillment solution combines both electronic delivery and print on demand of “smarter” documents, that replaces
traditional physical warehousing and handling completely by leveraging electronic warehouses such as SEDAR.


ü ADP'S ROLE IN POINT-OF-SALE DISCLOSURE


As described above, ADP plays a pivotal role in delivering point of sale disclosure to mutual fund investors. In
the course of managing the physically complex process of mailing to mutual fund investors, ADP is responsible
to industry participant clients for helping them meet their regulatory obligations. As a practical matter,
discharging the regulatory delivery requirements becomes ADP's responsibility subject only to receiving correct
and timely information from its clients. ADP's role is therefore much more than that of a mail house: ADP has a
real interest in the fundamental requirements and practicalities involved in distributing required information to
investors. That role has driven ADP to develop certain technology solutions to facilitate the provision of more
efficient and timely services. ADP has also been active in finding ways to implement technology solutions under
the current regulatory scheme.


A Decision dated April 21, 2003 under the Mutual Reliance Review System from each of the jurisdictions in
Canada permits ADP, on behalf of registered dealers, to provide mutual fund investors with more efficient,
effective and useful point of sale disclosure, namely a "Smart ProspectusSM", which is described in detail in the
Decision Document.


ü WHY ADP WANTS TO COMMENT


ADP's experience in fulfilling regulatory delivery requirements puts ADP in a unique position to comment on the
proposals made in the Paper. ADP is a major participant in communication of point of sale disclosure and has a
key interest in the provision of accurate, full and relevant information to investors. Providing communications to
investors is the essence of ADP's business. It has directed a great deal of time, energy and resources towards
excellence in that activity. Therefore, ADP is well qualified and very interested in providing to the Joint Forum,
the CSA and the CCIR its thoughts on how to achieve effective and excellent point of sale disclosure that meets
the needs of various participants.


ADP agrees with the Joint Forum, the CSA and CCIR that there is a difference between theory and practice in
point of sale disclosure to mutual fund investors. ADP welcomes the opportunity to comment on the proposals
set out in the Paper to remedy it. In this letter, we provide first a summary of our comments and follow it with
discussion of the principal issues addressed in the Paper. In the course of our remarks, we will address certain
of the issues for comment identified in the Paper.


SUMMARY


4 Disclosure of the important and relevant information about an investment in mutual funds to investors in a way
that allows them to make an informed decision is essential and the paramount objective of any point of sale
disclosure scheme.


4 Current disclosure objectives are valid and largely met by current disclosure content requirements.


4 Consumers do not read and understand current disclosure because it is daunting to read and the information
relevant to a particular fund is difficult to identify and absorb.


                                                
1 The technology takes the electronic filed document containing the information for all funds in the group, reorganizes the material and prints
and packages only the information on the funds that an investor owns.
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4 Insufficient research has been conducted to determine why consumers find current disclosure daunting and
difficult to identify and absorb.


4 ADP has conducted investor research that indicates the problem is with the packaging and presentation of the
disclosure material.


4 Electronic delivery of investment information and documentation currently has a very low level of investor
acceptance.


4 Relying on electronic access will not achieve the objective of providing investors with sufficient information to
make an informed decision to purchase a mutual fund.


4 Electronic access to large documents will not be more effective at communicating current and up-to-date,
essential investment information than our current delivery methods.


4 Technology solutions exist and can be developed that would more effectively, accurately and quickly provide
investment information to a consumer than the solution proposed in the Paper.


4 Technology solutions should be investigated and canvassed before a new and potentially costly disclosure
scheme is implemented.


1. THE DISCONNECT BETWEEN THEORY AND PRACTICE


As previously stated, ADP agrees that the current disclosure does not result in well-informed consumers who
understand the implications of their investment decisions. The Paper examines the reasons from feedback of
industry participants of the point of view of investors, sales representatives and operators. The extent to which
the views of investors were sought directly is not clear.


Issue for Comment 01: ADP agrees that many consumers do not read or use current point of sale disclosure documents to
make investment decisions. ADP believes that the reason is because they find the current documents daunting and do not
perceive their significance. ADP's view is based on research directly with investors, as well as industry participants. The
results of that research are discussed under the heading "Content of Disclosure". ADP is of the view that the interests and
attitudes of consumers must be paramount when considering how to structure disclosure as the ultimate objective is to allow
them to make well-informed investment decisions.


While sales representatives play a critical role in the decision to purchase securities, the fact that marketing brochures are
found to be more effective as sales documents should not drive the determination of appropriate disclosure. The primary
objective of marketing material is to sell the product and quite different from the primary objective of disclosure, which is to
provide the consumer with information materials required to make an informed decision. Some material information such as
risk factors, for example, do not support the sales objective and so is not part of the marketing material. ADP agrees that
disclosure documents will be more widely used when also useful to the sales process.
Cost of disclosure to an operator is also relevant to consumers as ultimately the costs are passed on to the consumer.
Therefore, a cost effective solution is to the benefit of all. However, when considering cost, one also needs to take into
account the costs that would be transferred directly to each consumer by requiring them to seek out the more detailed
information provided by the foundation and continuous disclosure documents and, if a printed copy is desired, to print these
documents themselves.
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2. CONTENT OF POINT OF SALE DISCLOSURE


4 The Objectives of Disclosure: ADP believes that the disclosure objectives identified in the Paper under the
heading "Why do we ask for the disclosure we do?" are important for consumers. To make an informed
investment decision, consumers need to be informed about what they are purchasing, how much it costs,
who the operator is and the duties of the operator, and have the ability to compare the fund with other
investment products. The other disclosure objectives identified, such as consumer education and use of
disclosure as a check and balance, are also important but, in ADP's view, may not be essential as point of
sale disclosure.


4 The Simplified Prospectus as Disclosure: A document that provides all information relevant to an
investment decision in a simple, standardized easy to read formed would be ideal. The Simplified
Prospectus ("SP") mandated by National Instrument 81-101 ("NI 81-101") for mutual funds generally meets
that objective. However, the Paper concludes that the SP is not useful for informing consumers because it
contains too much information, some or all of which may be available elsewhere. The document is daunting
to read and the information difficult to identify and absorb. The Paper has, therefore, concluded that a
comprehensive document like the SP should be, available to but not provided to the investor.


4 Investor Research: ADP's experience from conducting investor focus groups is that the SP is not read and
understood mainly because of the way it is packaged and presented. The practice is that the SP for a fund
is combined in one document with the disclosure for all of the other funds in the same fund family. The
resulting combined document can be very large and is sent to each investor containing all funds in the fund
family. This solution minimizes the risk perceived by operators and dealers that the consumer is not
provided with the required information due to physical packaging errors. This solution also minimizes the
complexity and the perceived higher costs and inconveniences of designing, printing, warehousing and
fulfilling separate documents. The result is that the consumer receives a very large, confusing publication
that contains very little information that is relevant to their purchase. ADP can easily demonstrate that
technology can eliminate both perceived risk and perceived inconvenience while delivering to the consumer
a meaningful document.
Further, this large, confusing document is received often without any indication of why it was sent or its
importance. ADP's research indicates that investors often are not told why they are sent the SP and other
disclosure or what the significance of the information is. Many assume that it is marketing material. A clear
statement that accompanies the information would remove this confusion.
ADP has attached a copy of our investor research results for review, as Appendix A to this letter.


4 The Problem is with the Presentation: It has not been demonstrated that the content of the document as
opposed to its presentation is daunting and confusing to investors. ADP's research indicates that, if properly
packaged without irrelevant material and explained, a SP for a mutual fund is indeed a useful and readable
document for consumers. Further, the current standardized format is one that allows comparison between
funds. While it may be advisable to slightly amend the content of the SP (see, for example, the discussion of
educational material and disclosure as a check and balance above); the information it contains is generally
well designed to enable the investor to make an informed decision.


Issue for Comment 04: The decision of whether to allow a foundation document to describe more than one fund
depends largely on the form in which it is to be delivered. For example, if consumers were to request paper access to a
foundation document, the presence of all funds in a fund family in that document would create the same degree of
consumer confusion and disinterest as is today’s experience with the current packaging and delivery methods of the SPs
for all funds in a fund family. That confusion and disinterest would only be exacerbated if access were to an electronic
document containing the foundation documents for all funds, unless it was combined with a sophisticated search engine
or electronic directories. Again, ADP is of the view that technology can assist in providing solutions that would allow
meaningful access via paper or electronically to critical fund information. We believe those alternatives should be
explored before settling on a method of point of sale disclosure.
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4 Proposed Regime Adds Unnecessary Costs: Much work was done to produce the revised mutual fund
disclosure rules that are now ensconced in NI 81-101. The proposed fund summary document is largely
duplicative of the disclosure in the SP. In 2000, the industry completely modified its disclosure documents at
great cost to comply with the requirements of NI 81-101. It will be a burden to the industry and consequently
to investors to require yet another document to be produced and provided to investors when so much effort
has already been put into development and filing of the SP.2 As ADP's experience indicates that the main
reason the SP is not a useful document to investors relates to its presentation and packaging, more effort
should be made to solving those problems rather than to requiring a new form of document.


4 Investigate Technology Solutions: Technology exists to provide a meaningful document to consumers
that is prepared in accordance with the existing disclosure system but that avoids many of the pitfalls
identified in the Paper.


For example, ADP’s Smart ProspectusSM service produces a personalized welcome letter, trade confirmation
and prospectus, together with necessary amendments, in one single bound document for an investor. The
first page is the welcome letter that provides a detailed explanation, from the dealer, of the package
contents. The document confirms all transactions for a particular account and includes all required
documents based on the type of purchase (first time, subsequent, switch, etc.). Prospectus and amendment
documents are obtained from SEDAR in their electronic form, and printed on demand when triggered by a
trade. Costs for fund companies and dealers decline, as commercially printed documents are not necessary
to produce or warehouse when using the Smart ProspectusSM service. In addition, the document is “smarter”
because only the segments of the overall prospectus and amendments required for the funds purchased are
included. Mailing costs for dealers are lower because the package is smaller. Because the documents are
obtained directly from SEDAR, the disclosure is always up to date and waiting times for commercially
produced documents are eliminated. Delivery of a Smart ProspectusSM is timely because it is triggered by an
event in the system, in this case, notice of a purchase. A detailed audit report is available to dealers that
provide proof of compliance. Also, research suggests investors would prefer a Smart ProspectusSM to the
current package of information they receive.


The Smart ProspectusSM is an example of how technology can achieve the objectives of sending more
timely, relevant and less costly disclosure documents to investors. Any regulatory examination of point of
sale disclosure should take advantage of technology solutions that are currently available before
compromising the level of helpful disclosure given to an investor in an SP.


3. METHOD OF DELIVERY


4 Consumers Do Not Want Electronic Delivery: The Paper compares physical delivery of the current point
of sale disclosure with electronic delivery. ADP concurs that the industry and investors have not embraced
electronic delivery wholeheartedly. ADP believes that the failure to embrace electronic delivery is not a
question of the industry dragging its feet but rather reflects industry response to consumer preference. For
example, an average of 1% of those who are asked if they would like to receive their account statements
electronically have elected to do so. In the United States an average of less than approximately 4% of
shareholders elect to receive proxy materials electronically in lieu of paper. This rate of user adoption of
electronic delivery is very low and it is not increasing. As a result of persistent low user adoption rates, the
use of electronic delivery is declining. A large majority of investors do not want to be forced to choose
electronic delivery instead of mail as evidenced by the low adoption rate. Because it is expensive to provide
parallel delivery services, operators are closely examining the need for supporting both a mail and an
electronic delivery option. Due to low adoption rates some operators are ceasing to offer electronic delivery
services.


                                                
2 These costs include professional advice, investor education efforts, training sales staff and technology development.
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4 Proposed Electronic Documents Still Overwhelming: The Paper states that consumers do not see value
in reading through printed documents. Typically retail investors find reading through large documents in
electronic form even more cumbersome and less accessible. Further they resent the inconvenience and
cost involved in printing the documents themselves. ADP's view is that most investors would not agree that
"access should equal delivery".


4 Electronic Access Will Not Inform Consumers: ADP has substantial experience in the difference in
effectiveness between information that is provided to investors and information investors must seek.
Experience shows that investors do not seek information even when they are made aware that it is
available. For example, there was a very low return rate of response cards sent to investors asking whether
they wished to receive the most recent mutual fund annual report. An average of less than 5% of recipients
returned response cards requesting mail delivery. Less than 1% requested electronic delivery. The low
response could indicate many things: investors do not realize the significance of the information, view it as a
marketing information request or simply do not notice the message or response card and make no effort to
respond at all. Most likely, investors view the information as marketing material, which they neither need nor
want. It is difficult to draw firm conclusions about the investor's reasons based on the research done to date.
However, the lack of response does give us an idea that investors are unlikely to seek important information
available to them for a variety of reasons. Therefore, having important information available is unlikely to be
successful as a means to provide investors with the information on which they can base their decisions to
purchase a security, sell a security or continue to hold a security.


4 Currency of Disclosure: The Paper indicates concern that information in printed material is stale dated. It
is not clear how that is addressed by the proposed disclosure regime in the Paper. Annual and semi-annual
performance financial information is already available to consumers. Changes to the material information in
the SP require that an amendment be filed and the amended document must be sent to investors. It does
not appear that the fund summary document will provide any more current information than that which is
already available. Therefore, the printed information available now is no staler than the information available
under the proposals in the Paper, with the possible exception of the quarterly financial information proposed
to be included in the continuous disclosure record. ADP's experience is that the practical problem with the
currency of information is a result of dealers either not receiving current information or not sending it to the
consumer if it is received. In either case the problems are a result of the current delivery mechanism not the
content or availability of the disclosure documents. There are technology solutions available that enable the
most current information to be delivered as demonstrated in the preceding discussion of the Smart
ProspectusSM.


4 Verbal Delivery: The Paper suggests that the proposed fund summary document may be either delivered
or explained verbally by the sales representative at the time of purchase. The Paper notes that verbal
delivery is not yet sanctioned by law and regulation. As noted in the Paper, the fund summary will contain
largely the material already in the SP, possibly in shorter form, except the general fund information. We
have discussed earlier our concerns that information essential to the purchase decision is not available in
the fund summary document. Even simplified, the information is complex. Verbal communication of the
information and verbal notice of the web site are of limited practical utility if the investor wishes to have more
information about a purchase. Practical experience suggests that without enforcement, verbal
communication if left up to the sales representative will not take place, and there will be no paper trail to
provide evidence that the communication took place. ADP suggests that the proposal to allow verbal
delivery of the fund summary document does not support the objective of enabling the investor to make an
informed investment decision.


4 Investigate Technology Solutions: In conclusion on this issue, it is not clear that the electronic availability
and verbal notification will do anything to achieve the regulatory objective of enabling consumers to make
informed purchase decisions. Again, the issue seems to be the form of the information provided. ADP
suggests that other solutions be examined to provide alternatives that would more completely address the
regulatory objective and fit consumer behaviour.
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Issue for Comment 03: ADP supports having a comprehensive disclosure document available electronically, however,
delivery of disclosure information in paper form to consumers in connection with purchase of a security is valuable. A
comprehensive document would contain important information, which is not proposed to be in the "fund summary document",
including information about sales charges, how the sales representatives are compensated and certain other rights which the
investor will have. Such information is essential in making an informed purchase decision and should continue to be provided
to the consumer. After having received clear, focused disclosure with a communication of why it is sent and is important, the
investor may be offered the opportunity to decline further similar material. That decision is an informed decision, also
consistent with the regulatory objective.


Issue for Comment 05: ADP supports making various documents available on web sites as well as on SEDAR. SEDAR is
essential to provide a centralized regulatory database that is accessible to the industry. However, SEDAR is not an efficient or
user-friendly database for consumers and should not be a sole electronic consumer reference point. Often, consumers are
unaware of the correct or full legal name of the company as is generally required to search on SEDAR. Also, SEDAR postings
are confusing as there are multiple entries for a single fund due to their posting as part of a combined document. SEDAR can
be confusing even for the seasoned user of the service. Therefore, web site postings are also advisable. Nonetheless, it is
ADP’s view that neither satisfies the point of sale disclosure necessary to enable an investor to make an informed investment
decision. Alternative forms of disclosure should be examined.


4. TIMING OF DISCLOSURE


An informed purchase decision requires disclosure information prior to the purchase. Current requirements are
that the disclosure material is provided within a period of time after purchase and such delivery is tied to the right
to withdraw or rescind. Research on which the Paper relies concludes that most consumers do not know they
have the right to withdraw or rescind their purchase.


ADP is, however, well aware of the practical difficulties of delivering disclosure documents or information on one
of potentially thousands of available mutual funds prior to purchase of that fund. Providing the investor with the
limited information in the fund summary document immediately prior to committing to purchase as proposed in
the Paper grants only a limited opportunity for the investor to be fully informed of relevant information before
making the investment decision and becoming bound by the purchase. There are fundamental issues that make
providing mail delivery or paper form of disclosure prior to the sale very difficult. The regulatory objective is thus
not particularly well served. Again, ADP encourages examination of technology solutions for timely disclosure,
which could serve to inform a realistic requirement for point of sale disclosure that will result in informed
purchase decisions.


5. WHO DELIVERS DISCLOSURE


Ultimately, ADP's role is to ensure that full and relevant point of sale disclosure information reaches investors in
a timely manner regardless of whose obligation it is to deliver the disclosure. Clear and standard requirements
for delivery are important to the industry and to consumers. Each consumer should receive the same information
within the same time frame regardless of who is responsible for the delivery. The technology solutions available
should be able to be applied to discharge the delivery responsibility of any market participant.


CONCLUSION


ADP strongly supports the regulatory objective that mutual fund consumers receive clear and understandable
information about their investments in a way that allows them to make an informed investment decision. Current
methods of disclosure have not fully achieved this goal for mutual fund investors. Solutions other than those set out
in the Paper exist to address the current problems in different ways that are more effective for consumers, industry
participants and regulators. The underlying causes for the current problems and the full range of possible solutions
should be examined in more detail before making a fundamental change in the disclosure scheme.
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ADP would welcome the opportunity to consult with the Joint Forum, the CSA and the CCIR about available
technology in order to inform the deliberations about appropriate point of sale disclosure for mutual funds and
segregated funds. ADP has a great deal of experience, information and technological knowledge, which it believes
would be helpful in these deliberations. ADP appreciates the opportunity to comment on the Paper.


Yours very truly,


Sue Britton
Vice President, Business Development


Copy: Kathryn Ash, Borden Ladner Gervais LLP
Tanis MacLaren


Attachment


M:\Cons-Paper 81-403.DOC\jr*
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ADP Investor Communications Smart ProspectusSM


Qualitative Research Report


Presented to: ADP Investor Communications


From: Blue North Strategies


Appendix A
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ADP Investor Communications – Smart ProspectusSM Research


Introduction


Blue North Strategies conducted qualitative research into two key areas on behalf of ADP Investor


Communications:


(1) what information investors require and expect after making a first-time fund purchase, and


(2) how effective the Smart ProspectusSM concept is at meeting these requirements.


In order to understand general requirements and expectations, Blue North facilitators probed areas that


tested investor sophistication and attitudes.


Beyond this general level of questioning, specific questions were asked about the usability and effectiveness


of the newly proposed Smart ProspectusSM concept. In order to gain a clear understanding of investor


reaction to this product, a number of concept mock-ups were developed to demonstrate different ways of


approaching key issues. Investor feedback was ultimately used to determine whether or not the Smart
ProspectusSM was a viable product and what the product specifications should be.


The italicized notes throughout the report are representative quotes from the mini group sessions.


Executive Summary


The research undertaken by Blue North Strategies involved a combination of in-depth-interviews (IDIs) and


mini focus groups. These two methods were used to test both the usability of the Smart ProspectusSM


prototype and to delve into general investor attitudes and expectations towards investor communications.


From a demographic perspective the participants were all active investors and a mix of male/female, age,


income (over 40k), marital status and education (>post secondary).


A full set of data, demographic information, and methodology details is available as a supplementary


document.


Smart ProspectusSM Specific Findings


• Generally participants reacted very positively to the Smart ProspectusSM because it was a shorter


document and contained only information relevant to them;


• Due to the fact that the native page numbers (original page numbers) on the prospectus portions of the


package are discontinuous, participants supported a second set of continuous numbers supplemented


by a clear explanation as a way avoiding potential confusion;


• Participants supported black and white printed documents as long as they were professional and easy to


understand;


• Efforts to make the document more professional, such as perfect binding, were appreciated by


participants;


• Making the transaction confirmation detachable was suggested as many participants wanted to file that


portion and discard the balance;


• Generally, people did not understand their investment relationships (broker/issuer/investor), and the


Smart ProspectusSM has the potential to help clarify this.
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General Issues


• Overall participants saw the Smart ProspectusSM concept as something that could add value to their


investment relationships. They also provided key insights as to which of multiple Smart ProspectusSM


mock-up variations were most effective and assisted in the final document design;


• Most participants claimed not to read or understand prospectuses and said that if content was relevant,


and concise they would be more inclined to read it;


• Participants suggested that the Smart ProspectusSM cover page must clearly explain the function and


author of both the Prospectus and trade confirm because they are coming from two or more (if multiple


transactions with different issuers were made) organizations;


• Participants valued Internet documents but wanted a paper record for their file and they did not want to


have to print it themselves.


Methodology Overview


As stated in the introduction, the research undertaken for ADP Investor Communications was qualitative


research. Qualitative research utilizes open-ended interviewing to explore and understand the attitudes,


opinions, feelings and behaviour of individuals or a group of individuals. Though qualitative research has


many applications, some of the more common uses are:


• Investigating brand positioning;


• Identifying product strengths and weaknesses;


• Exploring alternative communication messages and themes;


• Understanding use and purchase motivations;


• Brainstorming and idea generation;


• Probing perceptions of current societal or public affairs issues.


The focus of this research assignment was two-fold:


1. to rate the usability of the Smart Prospect design concept, and


2. to more generally poll investor attitudes in the area of investor communication.


In order to accomplish both objectives we elected to utilize a combination of in-depth interviews (IDIs), and


mini-groups. The IDIs allowed us to understand individual concerns and test the specific usability issues


surrounding the Smart ProspectusSM concepts. IDIs were then followed by mini-groups with the same


individuals, where they were given the chance to discuss more general issues. Participants were shown a


number of Smart ProspectusSM mock-ups and provided feedback on which versions were most effective for a


number of reasons.


The sample size was small – 16 participants in total – and they were divided into four mini-groups where


there was less of a chance of skewed results as a result of one or two energetic participants. It should also


be noted that this research was done to supplement other research done in this area and to investigate


specific issues in detail. For this reason a relatively small sample size was deemed appropriate.
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Other Background Research


Blue North Strategies consultants have facilitated dozens of qualitative research sessions in the banking,


insurance and investment sectors. While this research assignment was stand-alone, clearly the methodology


draws on previous research findings about client preferences and concerns. Such findings included:


• Privacy issues were secondary to concerns about the relevance and volume of material investors


receive;


• People’s first concern was their money - they want to be able to understand any math that has taken


place. If they don’t they will call for clarification;


• Although electronic access is seen as a benefit, paper copies of records are required.


In addition to such proven principles, other research was considered. An example of such research was the


Dalbar study “Consumer Demand for Mutual Fund Transaction Confirmations”. The results of this study were


presented to the financial community in 2000 and included findings such as:


• 96% of consumers wanted to receive confirmations;


• Mail was preferred as a delivery channel by 85%;


• 85% of investors stored and filed their confirmations.
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Smart ProspectusSM Specific Issues


Our qualitative research turned up a number of interesting findings that were considered when developing


the final Smart ProspectusSM prototype. The observations in this section are supported by the supplementary


information, in addition to this report, with specific responses and findings.


These findings also led to other observations that are included in the General Issues section to follow.


In general, it was clear in this research, as it had been in other research done by Blue North facilitators, that


investors were clearly calling for a reduction in the amount of information that was sent to them and also


wanted to see an increase in the relevancy of that information. The Smart ProspectusSM clearly


accomplished this and so investors seemed genuinely appreciative that such a product was going to be


introduced. While the direction was clearly embraced by investors, there were a few challenges in


implementing this program successfully. These challenges were brought about by a combination of


regulatory and technological constraints. These specific issues such as page numbering and colour to grey-


scale conversion will be addressed individually in this section.


“Don’t send me a book to market other products, send me something
concise.”


Page Numbering


Participants were generally frustrated by versions of the Smart ProspectusSM that only showed the native


discontinuous page numbering that result from selecting only portions of the original underlying prospectus


document. Investors understood the technical and regulatory challenges, but still did not see this as a


problem they should be forced to confront. They responded much more favourably to versions with a second


set of continuous numbers.


The root of this challenge is that when the prospectus changes from a colour litho document to a black and


white, personalized document that is combined with a transaction confirmation, it turns into a valued legal


document that will be filed. Lack of understanding had many clients previously viewing the full prospectus as


a marketing document that they were not as concerned about, but the new demanded more focus. The result


was that participants noticed gaps in the page numbering, assumed that a mistake was made in the printing


process and then felt compelled to call for more information.


The recommended answer to this challenge is a two-pronged strategy. First: educate; second: duplicate.


Educate – in order to explain to investors exactly what was happening, a clear and obvious message must


appear on the first page of the package explaining to investors that they will see discontinuous page


numbering because they are only receiving the portions of the total document that apply to their transaction.


Duplicate – to set investors’ minds at ease, proceed with the version that had a second set of “smart” page


numbers that provided a continuous flow of pages through the document. This second set should also be


explained on the first page and should take investors through the Smart ProspectusSM package. Also, a


Table of Contents has been included based on the investors’ requirements.
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These two measures in combination helped create a highly targeted package that minimized investor


confusion.


“As an investor I don’t know what companies are obligated to file and send.
All I know is what I need. The second set of numbers is useful.”


Colour


The fact that the Smart ProspectusSM must be produced in black and white for production reasons presents


two specific challenges. First, colour images and graphs must be carefully translated into greyscale, and


second, the final output quality must be such that investors do not mistakenly see this package as a


photocopy of the original.


In order to overcome these issues, once again it is important to clearly explain the package and the reasons


for its format on the cover page of the document. Once investors understand why the document is being


produced the way it is, they will be supportive of the approach. It also should be acknowledged that the


Smart ProspectusSM composition and production process accounts for colour to greyscale translation issues.


“I don’t need all the information in the other one.”


“It looks like it might be a photocopy; I might think the original went to
someone else.”


Quality and Binding


Participants did note that the traditional, commercially printed (lithographed) prospectus does have a higher


quality feel to it. It was clear that participants wanted to see the companies they deal with balance fiscal


responsibility and professionalism. They did not want companies they dealt with to be either extravagant or


overly thrifty.


The challenge is balancing these two in a document like the Smart ProspectusSM. One area that seems to


have significant impact over the perceived quality of the piece is the binding technique utilized. Participants


were not impressed with the samples that were simply stapled in the upper left corner or side-stitched;


however, saddle stitched booklet samples conveyed professionalism.


The key to meeting the investor’s needs seemed to be in the subtle things such as binding, a professionally


designed cover page, and a prominent logo (when colour is not used the size should be increased).


“The (saddle stitched) document looks more professional.”
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Branding


Investors tend to feel kinship with the broker because they are the ones with whom the relationship has been


established. It is important to position the brand of both the brokerage firm (dealer) and fund manufacturers


appropriately. It is obvious that in a document without the benefit of colour, it is the logo and the logo alone


that provides relationship comfort to the investor.


With this is mind it is recommended that the broker/mutual fund company relationship be explained in the


cover letter and that due consideration be given to the weighting of the logos that appear on the document.


The branding issue also raises a question in relation to the previous point on quality. The question was:


“Does the black and white, laser printed document negatively affect the brand perception from a quality point


of view?” Based on participant reaction the answer to this question was no, so long as attention is paid to the


small things mentioned above (binding, document design, etc.). While the traditional prospectus was viewed


as a marketing document and therefore carried significant branding considerations, the new Smart
ProspectusSM document was viewed as a functional ‘personal update’ and since it was perceived as a more


utilitarian document, the black and white nature was seen as providing practical value, which is a positive


thing.


Understanding of Document


Clearly an issue that straddles the line between document-specific issues and general issues was investor


understanding of the package in general. Many investors do not understand the purpose of a prospectus and


saw it only as an attempt at marketing. For the most part these investors are confused by the amount of


material they received and tended to ignore any document that was not personalized with their name and


financial information on it.


The Smart ProspectusSM package clearly addresses this requirement. Investors will receive relevant


portions of their prospectus in the same personalized package as their confirmation. In focus groups


participants suggested that this would cause them to pay more attention to the document both because it


was a more manageable length and because it was personalized to them. This raises two interesting


questions:


• What will be the result of investors reading a document, many for the first time, that they don’t


understand?


• Will the Smart ProspectusSM ultimately drive investors to start reading prospectus information or


ignoring their confirms?


In order to influence the answers to these questions, the content of the Smart ProspectusSM package must


educate investors and help them understand the function of both the prospectus and the balance of the


document. In addition, the confirmation needs to be easily identifiable in the package and easy to separate.


Several participants said that they would want to retain the confirmation for their files but discard the


prospectus after reading it.


“I only understood it after you explained it to me.”
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The Final Word from Investors


When asked whether they preferred the traditional prospectus and confirmation or the new, all participants


preferred the new, Smart ProspectusSM. The following were viewed as benefits:


• Reduction of paper;


• Personalization of content;


• Consolidation of elements.


The following were raised as cautions:


• A full prospectus should be available on request;


• Quality and professionalism should be kept in mind.


“It’s (the Smart ProspectusSM) much better, if there’s too much paper I just
won’t read any of it.”


General Issues


In addition to issues surrounding the document itself, our mini-group sessions explored more general


investor attitudes and thoughts. These discussions explored the thinking behind some of the specific


responses to document issues. The general feeling in these sessions was that investors are exhausted by


the deluge of information they receive related to their investments. Many do not have an in-depth


understanding of the investment industry and are not looking for the amount of information they are being


sent. They feel it is wasteful and a bother. While there were a few exceptions (individuals that wanted as


much detail and information as possible), the majority want organizations to invest in screening information,


and doing a ‘relevance check’ before sending it out.


Marketing Versus Valued Communication


Investors for the most part are frustrated by the amount of information they receive, but at the same time


they are under-informed about their investment portfolio. Regulators and industry commentators are calling


on investors to become more engaged and informed about their portfolios, and the current communications


approach is clearly overwhelming the audience and not helping them to become more informed. The


challenge is to ascertain how to help investors become engaged in the information they require in order to


become more informed.


As noted previously, investors tend to put material they receive from their investment advisors into two


distinct categories: marketing material, and valuable personal account information. This distinction has a


clear impact on the life of these documents, as the marketing documents tend to be discarded once looked


at, whereas the valued documents are filed. With near unanimity the groups saw the traditional prospectus


as falling into the marketing category and the trade confirmation falling into the valued category.


Interestingly, the Smart ProspectusSM combines a document that was understood and valued (the trade


confirm) by nearly everyone, with one that is neither understood nor valued (the prospectus) by many. This


clearly had the potential to lower the value of the trade confirmation and/or raise the value of the prospectus.


By actively helping to reduce the volume of information that comes to investors and by melding these two


types of documents into one, the Smart ProspectusSM was in an interesting position to be able to encourage


investors to get more involved, and become more informed. If handled effectively, the Smart ProspectusSM


package could go a long way to encourage investors to become more informed about the investments they
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hold. In order to accomplish this, the document must clearly explain the communication and its purpose to


investors and then encourage them to spend the time required to understand its content.


“I’d be more likely to keep the Smart ProspectusSM; I don’t keep all that
coloured marketing stuff.”


Role and Relationship Confusion


Investors fall into different categories; those who deal with a brokerage firm and those who buy from an


advisor, for example. From a relationship perspective, there are different sets of expectations. Most of the


investors we spoke with had broker relationships. These investors are looking for information and


communication from their brokers. As one investor put it, they pay their brokers commission, and so it was


their broker they wanted to hear from.


The Smart ProspectusSM document includes an explanation of the relationship between the broker and fund


company to the mutual fund investor. This should be part of the education process, and can be highlighted


by the Smart ProspectusSM. This document will act as a catalyst, forcing investors to gain a clearer


understanding of how their investment relationships are structured. While this is beneficial, it is important to


ensure that the Smart ProspectusSM presents information clearly and simply or it will be lost on investors.


“The broker is the one that I have a relationship with, it needs to be clear it’s
coming from my broker.”


Internet Use


Investors and their suppliers view the Internet differently. Investors see the Internet as a convenient


supplement to their existing relationship, while brokers and fund companies view it as a possible


replacement channel for paper. As the medium becomes more accepted this may change, but for the


foreseeable future investors do not want to lose their paper documents in exchange for electronic ones. 24/7


access and additional information as required are benefits of an e-account but they do not eliminate the need


for paper versions of all their documents.


The documents referred to as ‘valued documents’ above are filed and investors do not feel comfortable with


an electronic-only version and do not feel that they should be responsible for printing them. For the most


part, investors’ environmental sensitivities disappear if the result is an inconvenience to them. An electronic


document saves a stamp and an envelope, and possibly a paper document, but it requires effort.


“I need paper versions of all my key documents.”
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Advocis
350 Bloor Street East, 2nd floor
Toronto, Ontario  M4W 3W8


T 416.444.5251
1.800.563.5822
F 416.444.8031
www.advocis.ca


Via e-mail – original to follow via mail


May 13, 2003


Mr. Stephen Paglia
Senior Policy Analyst
Joint Forum Project Office
5160 Yonge Street
Box 85 17th Floor
North York, Ontario
M2H 6L9


Dear Mr. Paglia:


Thank you very much for giving Advocis the opportunity to comment on Consultation Paper
81 – 403 Rethinking Point of Sale Disclosure for Segregated Funds and Mutual Funds, which
was prepared by the Canadian Securities Administrators and the Canadian Council of
Insurance Regulators.  The proposals contained in this consultation paper will impact most, if
not all, of our 17,000 members across Canada.


As you may be aware, in January 2003 Advocis commenced operations as the merged
association of the Canadian Association of Financial and Insurance Advisors (CAIFA) and the
Canadian Association of Financial Planners (CAFP). The legal name of Advocis is the
Financial Advisors Association of Canada.


Our association traces it origins to the founding of the Life Underwriters Association of
Canada (LUAC) in 1906. CAFP was founded in 1981. Advocis continues to serve the
Canadian financial advisors community and their clients, as its predecessor organizations have
done. Our 17,000 voluntary members are financial advisors licenced to sell life and health
insurance, mutual funds and other securities to over 10 million people across Canada.


The objectives of Advocis are to maintain proficiency standards through educational programs,
to uphold standards of market conduct through the enforcement of a Code of Professional
Conduct and to participate in the development of policy and regulation affecting financial
advisors and their clients.


We would like to commend you on your efforts to improve point of sale disclosure
information. It is a laudable objective that requires considerable time, effort and co-ordination.


In the attached response, we have provided some general comments based on consultations
with our members. We have then provided a detailed response to each of the consultations
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paper’s thirteen recommendations.  We hope that you find our responses useful. We would be
very pleased to meet with you to further discuss our views on these issues with you.


Thank you again for providing us with an opportunity to discuss our views with you.


Sincerely,


Brian Mallard, CFP, CLU Steve Howard, CA
Chair, Advocis President and CEO, Advocis
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Rethinking Point of Sale Disclosure for
Segregated Funds and Mutual Funds


Prepared by the Canadian Securities Administrators and
the Canadian Council of Insurance Regulators


Preliminary Responses to Consultation Paper Recommendations


Overall Comments


We strongly support providing consumers with point of sale disclosure information that is articulated at a simpler more
understandable level than that of the current documents, which include the information folder and prospectus.


As you will read in the sections below, our suggestions in terms of making the information more understandable differs
from the paper’s recommendations but we are both attempting to achieve the same goal. We both agree that the
disclosure documents are being given to the consumer at the wrong time and it is therefore difficult for the consumer to
incorporate this information in the decision making process. We would also agree that the existing point of sale
disclosure information is too cumbersome and needs to be streamlined to one or two pages and focus on specific
questions and issues which are summarized below.


We wish to emphasize that professional financial advisors view the client advisor relationship as much longer than
merely one point of sale contact. In order to retain and build a client base, advisors realize the importance of providing
their clients with the appropriate information and educating them over the long run.


Another issue we would like to address is that there is no standard in the industry for assessing risk. This is made more
complicated by the fact that the client often has several accounts at different dealers, banks, etc. and, therefore, has
different risk tolerances for different portfolios at different institutions. The only way the advisor is able to know of all
the client’s investments and acceptable risk levels is if the client decides to fully disclose all his or her investments that
are held elsewhere.


Your consultation paper states your recommendations are based on the  assumption that “access equals delivery”.
Unfortunately, in most cases experience has revealed that the consumer does not read the documents and, moreover,
even if the consumers read them, they do not understand them. Establishing this link probably represents your greatest
challenge.


The paper also appears to make the assumption that one point of sale disclosure regime should apply nationally. Such a
system would be difficult to implement given that there are ten separate insurance departments across Canada. Would
Quebec, who has long been fiercely independent in terms of its financial services regulatory regimes, agree to the
suggested changes?


Many of the issues on which you focus define the relationship between the advisor and the client and are issues, which
are also addressed by the so-called “fair dealing model” proposed by the Ontario Securities Commission.  We are of the
view that by satisfactorily resolving many of the issues identified in your paper, we could move some way to
establishing some principles for the fair dealing model that would be acceptable to our members.


Responses to Specific Recommendations
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 1) Do you agree with our description of the disconnect between theory and practice in this part of the
consultation paper? Are there differences between segregated funds and mutual funds that we should keep in
mind as we work to improve their respective disclosure regimes?


We do agree with your description that there is a disconnect between theory and practice in terms of the current point of
sale disclosure information being ignored by consumers, not used by sales representatives and denounced as costly by
fund companies.


We, too, would support that different point of sale disclosure information is required. We also question the utility of the
Know Your Client document in that the information gathered in this form is not sufficient for the representative to make
decisions in terms of accurately determining the client’s acceptable risk level and, consequently, suitable products for
the consumer.


We would propose that such documentation be very short (one or two pages), cover five common questions that most
clients ask when they purchase segregated or mutual funds and enable them to make a more informed choice:
• How much is the segregated or mutual fund company going to charge me?
• How much is the advisor going to charge me? How is the advisors’ compensation structured?
• What is the cost of risk i.e. what might I lose? (Some of our members have emphasized that we need to go beyond a


general discussion of risk and present an historical numerical analysis i.e. if you have invested between certain
years you would have made (lost) specific percentages.)


• Is my capital guaranteed?
• What has been the past performance of this fund?


Moreover, certain concepts related to the cost of mutual funds should be explained such as the following:
• A management expense ratio is not equivalent to a load charge
• A deferred sales charge is equal to a load charge
• A no load fund is not free – an MER is still charged annually
• An MER is paid annually regardless of whether the fund makes money


The client should be required to sign the document underneath a statement that indicates the client has read and
understood the document and is aware, but does not wish to read, the information in the prospectus or information
folder.


One point that should be kept in mind is that in some cases there is less    downside risk in segregated funds than in
mutual funds. Segregated funds usually guarantee some percentage of the principle, such as 100% or 75%, upon
maturity or death. Of course, those segregated funds that guarantee 100% of the principle are offered at a higher cost to
the consumer. Even with a 100% of principle guaranteed, the consumer of a segregated fund would experience a loss if
the fund did not make more than the rate of inflation since the value of the fund upon maturity would be less than the
original value plus the rate of inflation. Mutual funds do not guarantee that a percentage of the original value will be
returned to the consumer after a certain amount of time. Many studies have shown that consumers are far more
sensitive to losses than to the same amount of gain.


2) If you are a mutual fund industry participant (either fund manager or representative) please comment on
your experiences with the rights of rescission and withdrawal. Have you or your client ever experienced them?
Do they work in practice to give consumers real as opposed to theoretical rights? If you are a consumer, please
tell us whether you knew you had these rights and whether you ever used them.


Although rights of rescission and withdrawal are used in a small percentage of mutual fund transactions, we are of the
view that it is very important to preserve these rights. Even if consumers do not use them frequently, we do not think
that there would be any advantage to removing the rights. There would probably be little change in investor behaviour
with or without those rights. However, we believe that they provide assurance to the minority of investors who are aware
of them. Rescinding these rights at this time could be negatively perceived by consumers especially in a post-corporate
malfeasance environment where corporate governance and investor protection are so strongly emphasized.  Purchasers
of segregated funds should be subject to similar rights, to remove conspicuous inconsistency in the regulation of
mutual and segregated funds.


3) Our proposals will require operators to post the foundation document and the continuous disclosure
documents for each fund that they mange on their web sites. The IVIC used by an insurance company for its
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segregated funds will also be available electronically and in paper (on demand). Please comment on the pros and
cons of this approach.


Pros


Information would be easily available for those consumers with access to a computer and knowledge of how to use the
internet. Such availability may  increase consumer awareness, although as we pointed out previously in this response
there is no reason to believe that there is a  link between access and delivery.


Cons


This recommendation assumes that all consumers have access to the internet, which is not necessarily true, especially
in the case of elderly clients. Moreover, the majority of elderly clients do not know how to access the internet even if they
have access to a computer at their local library. Cost is also a factor as most libraries charge for internet access and
information print outs. Requiring each fund operator to post the documents on their web site would also be time
consuming and expensive.


4) We recommend that consumers have access (either electronically or if they wish, in paper) to an individual
foundation document for the fund of their choice. Would it be possible or advisable to allow a foundation
document to describe more than one fund – for example, all of the funds in a fund family? Why or why not?
How would such a document work?


If a foundation document describes more than one fund it will become quite lengthy and the original problem i.e. too
much information, will reoccur.  Would each foundation document be available in English and French? Other
languages?   Given the proliferation of funds, such a requirement will generate an incredible amount of paper. Again,
regardless of the information available there unfortunately is no incentive or motivation offered in the proposed model
for the consumer to read it.


 5) We propose that mutual fund mangers make the various documents available on their own web site,
notwithstanding their availability on SEDAR. Are SEDAR postings alone sufficient? Is the SEDAR system
structured appropriately to fulfill this function? Please comment on the usefulness of SEDAR for accessing
individual disclosure documents about a mutual fund.


Point of sale disclosure information should be available in both hard copy and on the web. We view the SEDAR postings
as sufficient for web access.  Making it available on individual company web sites is not going to encourage consumers
to read it.


 6) Please give me feedback on the practical issues we outline:
a) Operators will be required to prepare a separate fund summary document for each fund. How will they
ensure that sales representatives receive copies of these documents? How can this aspect of our proposals be
handled administratively? Will technology assist? For example, can operators make these documents available
on their web sites for sales representatives to access?
b) How will operators update these documents? How will they ensure the updated versions of the documents are
used appropriately by sales  representatives?
c) How will the proposed document work when sales are carried out by telephone or through another means
that does not involve face to face meetings? We think there are several options. A sales representative could tell
a consumer the information in the fund summary. We think that consumers who make their own investment
decisions without further advice from sales representatives will already have done their homework and won’t
need anything further.
d) What about consumer investing on a periodic basis – what are their information needs? We do not think
consumers need to receive a fund summary before each periodic purchase. Won’t consumers be kept informed
about their fund through access to continuous disclosure?
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e) These documents will be filed with the regulators. Should they be reviewed and receipted.


Please explain how marketing brochures or other sales communications are distributed and kept up-to date
today, both at the operator and sales representative levels.


a) We have previously recommended that we view the availability of summary documents on SEDAR as sufficient. If summary documents
were to be available on fund companies’ web sites, we would need to allow a reasonable transition time for these companies to create and
load this information on their web sites.


b) Operators should be required to update the information periodically, perhaps every three months.


c) Your suggestions are based on the assumption that all consumers require disclosure documents. Your recommendations concerning over
the phone sales appear to assume that these consumers are more educated, which may or may not be the case.


d) We would agree that consumers who purchase periodically do not need a fund summary for each purchase.


e) If the summary document has additional information it is probably best to review and receipt it as well as the foundation document and the
continuous disclosure document in order to protect the consumer.


7) Please tell us about your business practices now using the existing documents. Do you use them in the sales
process? Do you give them to consumers before a sale is completed? If we require you to give a printed fund
summary to consumers before the sale, what impact will this have on your existing business practices? What
about telling consumers what the fund summary says rather than giving them a printed copy? Can we achieve
our objective of empowering consumers to make informed investment decisions without mandating a fund
summary?


Most members use the existing documents (prospectus and annual report in the case of mutual funds although most advisors only provide the
prospectus) in the sales process and give them to the consumer before a sale is completed. If the sales representative was required to give a
summary before completing a sale i.e. “please go and  read this document and then return and we will complete the transaction”  such a process
would have a detrimental effect on the sale. We could require mutual and segregated sales representatives to verbally summarize point of sale
disclosure information for their clients.  We could empower consumers by giving them the kinds of information that we identified in the first
question. We think that such information would be more helpful than a fund summary.


8) Please give us your views on the proposed content of the fund summary document.


Again, we would suggesting focusing more on the information that we suggested under our response to
recommendation 1.


9) What are the pros and cons of a fund summary document that includes information on more than one fund?
Why is the consolidated document desirable having regard to the potential for consolidated documents
becoming unwieldy?


Pros
Including information on more than one fund enables the consumer to compare funds before he/she makes the
purchasing decisions.


Cons


This will result in a lengthy document, which is one of the identified as one of the main current problems.


10) Please provide us with feedback on the practical questions we note in the text above:
1) How would guide be updated?
2) How would it be made available?
3) Who would make the decision as to which consumers are offered to document?
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4) What would be the consequences when the consumer is not offered to document?


We regard the suggested consumers’ guide as merely additional documentation that the industry will have to provide. In
our view, there is no reason that the mutual or segregated fund client, who does not read the currently provided
information, would read this consumer guide. Merely changing the information is not going to result in a more informed
consumer.  This guide is more suitable for investor education material that should be offered on the CSA and provincial
securities commissions’ web sites.


11) Please comment on the content of the draft consumers’ guide in Appendix 1.


The information on segregated and mutual funds is too lengthy. Moreover, if the consumer is already in the process of
purchasing a fund it is highly unlikely that the consumer is going to read it when it is given to him or her. We would hope
that you seek more advisors’ input on this document.


12) Please comment on cooling off periods in the context of mutual fund and segregated fund sales. If you believe
one should be retained (or introduced in the case of segregated fund sales) please explain why. How should a
cooling off period work given the changes in market value of funds? How can we prevent market players from
using a cooling off period to play the markets? What would be a correct period for consumers to reconsider
their investments?


In our response to your second recommendation, we emphasized that the rights of rescission and withdrawal be
retained in their current form. Even if these rights are still available in the case of misrepresentation, the public
perception will be that the consumer has lost existing rights. We do not support replacing these rights with a cooling off
period. We think such a cooling off period is too long and would enable some to benefit from market fluctuations. As you
correctly indicate in your consultation paper, this would be the equivalent of giving the consumer a put option. The
objective of this entire exercise is to create a more savvy, but not manipulative, consumer. In our view, implementing the
suggested cooling off period would have the opposite effect i.e. less penalties for the consumer who refuses to become
more educated.


13) Although we will be preparing a formal cost benefit analysis, we are interested in your views on the costs
verses the benefits of our proposals. Please comment and explain your analysis.


The industry is already providing a significant amount of information but what is needed is information in a more
understandable form for the consumer that corresponds with the questions most frequently asked by consumers (in our
response to your first recommendation). Costs will be incurred when transitioning to a new system but in the medium
and long run costs may be reduced substantially as required information decreases.
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Subject: Comments on:  
“Rethinking Point of Sale Disclosure for Segregated Funds and Mutual Funds” 
Joint Forum of Financial Market Regulators 
Consultation Paper 81-403 


 
 
As an individual investor and expert in electronic document technology, we are pleased to share our 
comments on the above-mentioned subject.  
 
Overall, we applaud the Joint Forum of Financial Market Regulators’ effort; we believe it paves the way 
for simpler and better communications with the consumers, along with potential costs and efficiency 
savings for operators and sales representatives. The concepts of simplified documents, coupled with 
those of electronic delivery and print on demand technologies, also have tremendous environmental 
savings potential, as will be discussed at the end of this document. 
 
With over 23 years of experience with information and document technology, we are one of the less 
than 200 individuals worldwide to have received the Electronic Document Professional (EDP) 
Certification from Xplor International. We are a member of the AIIM task force aiming to set an 
international standard format for long-term electronic document archival. We have significant 
experience in the financial industry, having consulted with firms such as Charles Schwab & Co. (San 
Francisco), National Life (Toronto) and Industrielle-Alliance (Quebec), amongst others. Our 
recommendations to the U.S. Securities and Exchange Commission (SEC) on electronic documents 
archival regulations are still posted on the SEC’s web site. We are strong proponents of electronic 
delivery and print on demand technologies as tangible means to reduce costs and to help in preserving 
the environment.  
 
Our comments will touch on 3 general areas. They are provided in English so they can benefit the 
majority of Canadians consumers and institutions. 
 


1. “access-equal-delivery” unjustly puts the burden on the consumers. 
 
We strongly oppose to the “access-equal-delivery” principle (page 3 and issues 03 and 05 on page 25). 
 
In our experience, this approach would soon translate into the equivalent of asking the consumers to 
“look for a needle in a haystack”. Web sites constantly change, documents are often moved to different 
locations and broken links are way too common. In addition, there is no way to control all web sites for 







ease of access and/or some kind of uniformity. For greater clarity, we oppose to the concept of “web-
based postings” as a delivery alternative (including “postings on SEDAR”). 
 
We do recommend that consumers always be offered the choice of electronic or paper delivery. 
Electronic delivery should be “personalized” (i.e. directed at the specific individual) according to the 
following principles: 
 


• If sent by email, the sender can assume delivery has been completed if he has not received 
messages to the effect that delivery was not successful within a reasonable delay. The sender 
will be responsible for obtaining the consumer’s email address and providing a mean for the 
consumer to change the said address. For greater certainty, the sender may choose to receive 
a delivery confirmation by various techniques that are well known in the industry (read receipt, 
reply to the message, link to a confirmation Web page, etc.). 


 
• If electronic documents are to be maintained on a Web site, the sender must provide a 


“personal storage area” uniquely identified for each consumer and protected against 
unauthorized access. This personal storage area should only contain documents relevant to or 
requested by that consumer, thereby greatly facilitating access. Retention of the electronic 
documents (in the consumer’s personal storage area) should be the same as their paper 
counterpart.  


 
• In addition, all electronic documents should be: 


 protected against accidental tampering; 
 self-contained (i.e. a single file by document); 
 easily retainable on the consumers’ own computer; 
 accessible at no additional cost to the consumer (i.e. appropriate “viewers” do not involve 


any additional cost to the consumer); 
 authenticable as to the sender and the content. This would prevent the changing of their 


content and the forging of look-alike documents. Authentication is also a critical element in 
case of litigation. For this reason, we suggest that even the Consumers’ Guide should follow 
the suggested personal delivery guidelines. 


 
• The last critical element pertaining to electronic documents is that of versioning. Way to often 


have we seen Web sites that simply “pull out” or overwrite a document that contained 
misleading information or errors that could result in litigation. In the paper world, the consumer 
could always revert to its hardcopy version, a tangible that would most likely be accepted as 
proof in case of litigation. In the electronic world, we therefore recommend that documents be 
versioned and that, if the operator has selected the personal web storage option, the exact 
version(s) that has been delivered to the consumer be maintained for as long as required by 
regulations. If a revised document is delivered to the consumer, it should be added to the 
personal storage area (i.e. it should not replace the original one), thereby keeping a full audit 
trail on the material that has been provided to the consumer. 


 


2. Some practical issues surrounding fund summary documents (page 28) 
Readily available technologies can indeed alleviate many of the issues mentioned in this section. 
 
Sales representatives should get electronic access to the operators’ documents. A proper document 
management framework would ensure they always get the most up to date version, also solving the 
updating issue. Document management systems often track who accessed what document, an helpful 







feature in making sure the sales representatives has indeed accessed the proper document as well as 
the proper version. 
 
Requests to send documents by email could also be made within such a document management 
framework, again ensuring that the proper version is delivered to the consumer. A document 
management framework could also facilitate the implementation of the “personal web storage” concept 
presented previously. 
 
In the case of paper delivery, the newly proposed documents would most likely be ideal candidates for 
Print On Demand technology, thereby eliminating all stock and inventory issues. Well designed, they 
could also be printed on low-cost printers directly at the time and point of need by the sales 
representatives. 
 
Consumers investing on a periodic basis should be directly notified or directly sent information about 
relevant changes. Again, we strongly oppose to the concept that “access to continuous disclosure” 
equals delivery. 
 
We believe the fund summary document should cover only one fund. This should reduce its size, 
increase its readability and facilitate its maintenance cycle.  
 


3. Reducing costs and preserving the environment. 
 
We believe the simplified documents will greatly improve their electronic delivery potential. According to 
a March 2003 study mandated by Equilogue Technologies Inc. and conducted by Toronto-based NFO 
CFGroup1, 70% of Canadian Internet users are interested in receiving documents electronically rather 
than by traditional mail. When polled specifically with respect to Mutual Funds and Annual Reports 
documents, over 50% of the respondent said to be interested or very interested in electronic delivery. 
With preserving the environment being the main motivation, we believe the Canadian financial industry 
can indeed reduce its paper consumption through this more economical and ecological alternative. 
 
Even when considering paper delivery, the simplified documents (if properly designed) would very 
nicely lend themselves to the print on demand concept. Inventory and out-of-date waste costs could be 
eliminated; the environment would equally benefit by the industry only printing what is needed, when it 
is needed. 
 
 
Hoping you will find these few comments helpful, do not hesitate to contact us if you would like to 
further discuss any of these concepts. 
 
 
 
 
Benoit Chenette 
benoit@chenette.net 


                                                 
1 Press release available on Canada NewsWire web site, at 
http://www.canadanewswire.com/cgi-bin/org_query.cgi?text=equilogue 
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EXECUTIVE SUMMARY 
 
 
The CLHIA is strongly supportive of the Joint Forum’s proposed approach for making point 


of sale disclosure more meaningful for customers purchasing segregated funds and mutual 


funds.  The Joint Forum is to be commended for examining fundamental issues from the 


perspective of first principles and proposing innovative solutions based on these principles. 


 


In this submission, the life and health insurance industry puts forth the following key points: 


 


• The disconnect between the first principles for disclosure and the effect of actual 


point of sale disclosure practices is consistent with anecdotal evidence within the 


industry. 


• The objectives for point of sale disclosure should be to provide customers with key 


information about the product and to facilitate comparisons. 


• The four pillars – a foundation document, continuous disclosure document, summary 


document and consumer guide – and the proposed principles for disclosure represent 


a sound approach. 


• The concept of “access equals delivery” addresses the information needs of clients 


and offers the potential for substantial cost savings. 


• The industry has strong reservations with the proposal to prescribe a fund-specific 


design for disclosure documents as this approach is inconsistent with the 


fundamental character of segregated fund contracts and unnecessarily limits the 


flexibility that insurers will need to realize substantial cost savings. 


• Disclosure requirements should prescribe minimum levels of information but give 


insurers flexibility in determining how to present this information. 


• To fully realize efficiencies and meet the expectations and needs of clients, it may be 


necessary to vary disclosure requirements according to distribution channel. 
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INTRODUCTION 


 
The Canadian Life and Health Insurance Association (CLHIA) 


welcomes this opportunity to comment on the Joint Forum of 


Financial Market Regulators’ Consultation Paper 81-403, 


Rethinking Point of Sale Disclosure.  The Joint Forum is to be 


commended for its analysis of current disclosure practices and 


for the innovative approach proposed in the consultation paper. 


 


The CLHIA, established in 1894, is the oldest association 


operating in the insurance industry in North America, 


representing some 75 life and health insurance companies.  Its 


member companies account for about 98 percent of the life and 


health insurance business in the country and virtually all of the 


segregated fund business, administer about two-thirds of the 


pension plans in the country, and serve more than 20 million 


policyholders across Canada and another 10 million elsewhere 


around the world.  Life insurance companies’ segregated funds 


in Canada totalled $91.2 billion at the end of 2001 and 


premium allocations to segregated funds in Canada totalled 


$16.4 billion in 2001. 


 


This submission responds, on behalf of life and health insurance 


companies, to the issues for comment that are identified in the 


Joint Forum’s consultation paper.   


 


The submission is organized along the lines of the consultation 


paper, retaining the section headings of that paper and the 


exact wording of specific questions posed in the paper.  Under 


each heading, the submission begins with general comments 


addressing issues or proposals raised in the consultation paper.  


The submission then responds specifically to each of the issues 


identified for comment in the consultation paper. 
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THE DISCONNECT BETWEEN THEORY AND PRACTICE 


The consultation paper describes large and systemic gaps 


between the objectives of point of sale disclosure and the 


actual results. 


The industry strongly agrees with the description of the 


disconnect that is provided in the paper.  


Issues for comment: Do you agree with our description of the 


disconnect between theory and practice in this part of the 


consultation paper?   Are there any differences between 


segregated funds and mutual funds that we should keep in 


mind as we work to improve their respective disclosure 


regimes? 


The disconnect between theory and practices that is described 


in the consultation paper is entirely consistent with anecdotal 


evidence within the industry.  More specifically, consumers 


often ignore the current point of sale documents, sales 


representatives tend to view the documents as a “necessary 


evil” and their production is costly for both issuers and 


policyholders. 


Current disclosure docu-
ments are not effective 
for clients. 


There are fundamental differences between mutual funds and 


segregated funds that relate to both the product and the 


relation between the consumer and the issuer.  In the case of 


mutual funds, the customer is purchasing units of the fund.  


These units are sold through a distributor and the manufacturer 


of the fund is not responsible for distribution.  Finally, detailed 


information about the fund is delivered after the sale. In the 


case of segregated funds, an insurance company is offering a 


contract of insurance to a customer which, among other things, 


allows the customer to participate in a number of investment 


options, some of which include guaranteed investment 


certificates.  While segregated funds and mutual funds may be 


sold through the same distribution channel, the insurance 
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company remains liable for all aspects of the contract, including 


its distribution.  Finally, information about the contract is 


delivered to a segregated fund customer in advance of the sale. 


 


THE OBJECTIVES OF DISCLOSURE 


The consultation paper discusses a number of objectives of 


disclosure. 


The industry suggests that the two key objectives for point of 


sale disclosure should be to provide consumers with key 


information about the product and to facilitate comparisons. 


Disclosure should provide 
key product information 
and facilitate comparison 
of products. 


With respect to disclosure as a check and balance, the industry 


suggests that this imposes an onerous burden on this 


documentation that is borne by consumers trying to read and 


understand the material.  What is more, in the case of 


segregated funds, the insurance company’s liability for the 


product creates a more effective safeguard. 


With respect to education, providing basic information at the 


point of sale is probably too late for consumers who are 


unfamiliar with the products and is unnecessary for consumers 


who know what they want.  As a result, neither group is served 


by providing basic information this way.  


 


WHAT DO WE DELIVER TO CONSUMERS? 


The consultation paper describes current disclosure documents 


as comprehensive (i.e., everything the consumer needs to 


make an informed choice), repetitious and simplified (in 


comparison with earlier practices). 


The industry would point out that the objective of providing all 


the information in one place at one time has resulted in 


documentation that is suited to the needs of few, if any, 


consumers.  Or, to put it as the consultation paper does later, 
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the documents end up trying to do too many things at once.    


And this is a problem that is only compounded by the repetition 


noted in the consultation paper.  The industry agrees that 


current disclosure practices simplify previous practices but 


believes that considerable strides are still required before these 


documents will be read and used by the majority of consumers.  


Indeed, the consultation paper rests on this premise. 


 


THE ROOT OF THE PROBLEM 


The consultation paper suggests that the current requirements 


for point of sale disclosure assume that “consumers [of 


segregated funds and mutual funds] need more information 


than other investors.”  The paper then suggests four reasons 


for this assumption. 


Three of these reasons are rooted in history and, as such, offer 


clear evidence of the need to rethink the requirements. 


The fourth reason is the assumption that consumers of these 


products are less sophisticated than other investors.  If this was 


ever true, it is no longer the case.  The range of contemporary 


customers is as varied for segregated funds and mutual funds 


as it is for any other investment product.  


Segregated fund inves-
tors are as diverse as 
other investors. 


 


RECONNECTING THEORY AND PRACTICE 


The consultation paper outlines an approach for addressing the 


problems associated with current disclosure requirements.  The 


solution involves: 


unbundling the documents � 


� 


� 


� 


thinking about timing 


thinking about mode of delivery 


being realistic 
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� ensuring national implementation 


The industry strongly endorses these as principles to guide any 


initiative in this area. 


 


THE FOUNDATION DOCUMENT 


The consultation paper describes the foundation document as 


containing information about the static features of a fund.  It 


then goes on to say that, in the case of segregated funds, 


“each segregated fund’s IVIC will be incorporated by reference 


into its foundation document.” 


It is respectfully submitted that this restriction is unnecessarily 


limiting. Disclosure requirements should provide insurers with 


the flexibility to determine how the prescribed information will 


be organized and presented in the foundation document.  What 


is more, there are a number of reasons why the format 


suggested in the consultation paper is inappropriate for 


segregated funds.  


Insurers should have 
flexibility in how the 
foundation document is 
designed. 


In an earlier description of the root of the problem, the 


consultation paper suggested that, in the interests of devising a 


harmonized approach for both products, the point of sale 


disclosure requirements for segregated funds were modeled 


after those for mutual funds.  The proposed fund-based 


approach threatens to repeat this mistake.  The reasons for this 


lie, in part, in the fundamental differences that were noted 


previously for the two products. 


In the case of mutual funds, a customer is purchasing a fund so 


it may make sense to think of the foundation document in 


relation to the fund or funds.  In the case of segregated funds, 


however, the customer is entering into a contract for insurance.  


Among other things, this contract gives the customer exposure 


to any number of funds. Accordingly, if the foundation 


document is to accurately represent the fundamental nature of 
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this product, it should be devised around the concept of a 


variable annuity contract. 


What is more, as a practical matter, most clients use their 


contract to purchase a number of funds.  Thus, it will be more 


convenient for many clients if all the information about the 


contract and the funds is presented in a single document. 


The industry agrees that annual filing of the foundation 


document is unnecessary and refiling should only be required if 


there has been a material change.  On this point, the 


consultation paper uses terminology that is more appropriate 


for mutual funds.  The industry understands the segregated 


funds counterpart of “material or significant” change to be 


“fundamental or material” change. 


Annual filing of the 
foundation document is 
not necessary. 


The industry strongly supports the concept of “access equals 


delivery” for the foundation document.   While the information 


contained in the foundation document is very important, it is, 


by necessity, technical in nature and most clients largely ignore 


the printed document.  With this in mind, a requirement that 


the printed document be delivered to each and every client 


imposes an unnecessary cost on consumers.  “Access equals 


delivery” ensures that the information is available and will be 


read by those who will make effective use of it.  


“Access equals delivery” 
addresses the information 
needs of clients. 


Insurance companies would post the foundation document on 


their websites.  The industry assumes there is no intent to treat 


segregated funds as if they were securities and require posting 


on SEDAR. 
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Issues for comment:  Our proposals will require operators to 


post the foundation document and the continuous disclosure 


documents for each fund they manage on their web-sites. The 


IVIC used by an insurance company for its segregated funds 


will also be available electronically and in paper (on demand). 


Please comment on the pros and cons of this approach. 


For the reasons discussed above, insurers should not be 


restricted from having the foundation document be or contain 


the IVIC.  Some insurers may incorporate the IVIC into the 


foundation document, while others may incorporate it into the 


application.  Still others may develop different, but equally 


useful, and imaginative approaches depending upon their 


distribution structures.  To the extent possible, the foundation 


document should be flexible enough to accommodate all 


possible approaches.  


In light of provisions in the Insurance Act, there may be an 


issue concerning what counts as delivery of a contract. It is not 


clear that the requirement for physical delivery of a paper copy 


of the foundation document, if it is requested by a customer, 


within a specific number of days is appropriate.  The industry 


suggests that delivery should be “timely” to allow for flexibility 


and minimize the implication that failure to deliver within the 


timeframe specified creates some form of rights of rescission.  


It is assumed that failure to deliver the foundation document 


within a set period would not have any automatic 


consequences, in particular, the right to withdraw. 


It is not clear that the 10-15 page estimate for the length of a 


foundation document is realistic.  As argued under the general 


comments above, it is more appropriate for standards to 


specify the information that must be included in a foundation 


document and leave it to the individual company to determine 


how that information is presented. 


Standards should specify 
content, not format. 
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It is not clear if “paper upon request” is appropriate for all 


applications.  For example, requiring an e-fund company 


distributing exclusively over the internet to provide paper 


documentation would add to the cost of this channel and be an 


inappropriate limitation for clients wishing to use it.     


Issues for comment:  We recommend that consumers have 


access (either electronically or if they wish, in paper) to an 


individual foundation document for the fund of their choice.  


Would it be possible or advisable to allow a foundation 


document to describe more than one fund—for example, all of 


the funds in a fund family?  Why or why not?  How would such 


a document work? 


The industry strongly urges that insurance companies be able 


to describe the contract and all the funds to which the contract 


provides access in a single foundation document. 


In addition to the theoretical concern, described above, with 


basing the foundation document on a single fund, there are a 


number of practical concerns with this approach. 


Some fund families have 50, 60 or more funds.  Any 


amendment to the foundation document would require the 


same change to each fund, and therefore separate refiling and 


approvals individually. The likelihood of error increases with the 


need for multiple filings. 


Most industry estimates suggest that at least 70 percent of 


clients have more than one fund in an IVIC.  For the vast 


majority of clients, therefore, a single document that outlines 


all of the client’s options and rights would seem more 


appropriate.  


The fund-based approach
is unsuited to most 
purchase decisions. 


A single foundation document on a website could be accessible 


via hyperlinks, making navigation relatively easy, without being 


confusing for the consumer.  The contractual rights and 
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descriptions of each investment option under the contract could 


be kept separate from each other and the customer could view 


just those sections relevant to his or her needs. 


 


THE CONTINUOUS DISCLOSURE DOCUMENT 


The consultation paper suggests that continuous disclosure will 


consist of audited annual financial statements, unaudited semi-


annual financial statements and regular statements of fund 


performance. 


In a footnote, the consultation paper notes that NI 81-106 is 


proposing that statements of fund performance be provided on 


a quarterly basis.  Segregated funds with guarantees based on 


a maturation date are designed for long-term investment.  For 


this type of product, quarterly reporting of performance may be 


an unnecessary expense for the issuer.  Quarterly reporting, 


especially during a market slump, may also induce some clients 


to sell before the contract has matured and lose the benefit of 


the guarantee. 


Quarterly reporting is 
inconsistent with long-
term investment. 


The comments that were made earlier for foundation 


documents about “access equals delivery” and requirements for 


delivery of paper reports upon request apply equally to 


continuous disclosure documents. 


 


THE FUND SUMMARY DOCUMENT 


The consultation paper describes a one- or two-page paper that 


will be used “during the sales process” and provide consumers 


with “readily digestible information that is necessary for making 


investment decisions.”  The paper proposes that the summary 


document contain, at a minimum, the following information: 


investment objectives and strategies  � 


� risks  
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� 


� 


� 


� 


� 


the management expense ratio of the fund, including its key 


components 


identity of the operator and portfolio adviser and any other 


key service provider 


important information about the IVIC 


key past performance information 


where the consumer can locate more information—namely, 


the foundation document, the continuous disclosure record 


and the consumers’ guide. 


The industry strongly supports the concept of using a summary 


document for point of sale disclosure and agrees with the 


suggestion in the consultation paper that “simplicity, 


conciseness and the use of plain language will be the key to its 


success.” 


The industry has strong reservations, however, with the idea 


that this should be a fund-based summary.  For all of the 


reasons cited previously in the discussion of the foundation and 


continuous disclosure documents, it is strongly recommended 


that the summary for a segregated fund describe the contract 


and all of the funds available through the contract.  


The summary document 
should describe the 
contract and all funds. 


From the consumer’s perspective, this is the most effective way 


to present the information for the type of product comparisons 


that a consumer is likely to be making at the time of sale. 


From the perspective of an agent or representative involved in 


face-to-face sales, a single summary document that describes 


the contract and all the funds is the most practical means of 


providing the information. 


The concept of a fund-specific summary appears to be based on 


the assumption that a consumer only wants information about 


a single specific fund at the time of sale.  The industry believes 
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this assumption mischaracterizes many sales processes in two 


important respects.  As noted in the discussion regarding the 


foundation document, consumers often buy more than one 


fund.  Even where they buy a single fund, they are likely to 


want to compare this fund with either other funds they might 


buy or other funds in their portfolio.  For these reasons, a fund-


specific summary document is not especially helpful. 


A model summary document is attached as Appendix 1.  This 


illustrates the type of information that the industry believes 


should be included in this document and a possible way of 


presenting it. 


With respect to delivery requirements for the summary 


document, the industry recommends that actual delivery be 


required for face-to-face sales situations and that insurers be 


able to provide proof that the document has been delivered to, 


or refused by, the client.   


Issues for comment:  Operators will be required to prepare a 


separate fund summary document for each fund.  How will they 


ensure sales representatives receive copies of these 


documents?  How can this aspect of our proposals be handled 


administratively?  Will technology assist?  For example, can 


operators make these documents available on their web-sites 


for sales representatives to access? 


The industry believes that the most effective approach, for 


face-to-face sales, is to develop a single summary document 


describing the contract and the family of funds.  This can be 


carried by the salesperson, used as part of the sales process 


and left with the client.  A fund-based approach would simply 


be too large, too difficult to manage and readily ignored as a 


result. 
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As noted previously, a large percentage of clients invest in 


more than one fund.  A fund-based disclosure model will 


require salespersons to carry a large number of separate fund 


sheets, depending on the number of funds in a family they sell. 


While the material could be made available to the salesperson 


in digital form (web based/CD_ROM/DVD), this does not appear 


to offer an effective solution to the volume-of-paper problem in 


many sales situations.  The salesperson would need to either 


set up a printer or ask the client to huddle around a computer 


screen as they look at the document.   Neither approach is 


viable or effective. 


 


Issues for comment:  How will operators update these 


documents?  How will they ensure the updated versions of the 


documents are used appropriately by sales representatives? 


 


If the family approach is adopted, the current process will still 


apply.  New documents will be sent to the field to replace the 


old stock.  Old stock will be destroyed as of a certain date, and 


the new stock will be used. 


If the fund-based approach is adopted, the same approach will 


be used, but the likelihood of confusion, error and loss is 


significantly higher.  Changing just one fund out of a family of 


60 or more is much more open to filing errors. 
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Issues for comment:  How will the proposed document work 


when sales are carried out by telephone or through another 


means that does not involve face-to-face meetings? We think 


there are several options.  A sales representative could tell a 


consumer the information in the fund summary.  We think that 


consumers who make their own investment decisions without 


further advice from sales representatives will already have done 


their homework and won’t need anything further.  


Situations in which the customer approaches the sales process 


with a decision already made are a common occurrence.  In 


these situations, the industry agrees that the customer is aware 


of the information in the summary and does not need to have it 


repeated. 


Telephone sales and internet sales are two sales situations in 


which the presentation of a summary document may be 


problematic. 


In the case of telephone sales, having a salesperson review the 


summary document is unlikely to be effective because the 


client will have difficulty absorbing the information in a 


meaningful way.  A more appropriate approach would be to 


require the telephone salesperson to advise the client that the 


summary document is available and how to get it.  If the client 


wants further information, he or she can obtain it.  If not, then 


the trade proceeds. 


Client expectations for 
information vary by 
transaction method. 


In the case of internet sales, it would be possible to have the 


client click on a review/decline option for the summary before 


proceeding with the transaction. 
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Issues for comment:  What about consumers investing on a 


periodic basis (monthly, quarterly, annual debits for example)—


what are their information needs?  We do not think consumers 


need to receive a fund summary before each periodic purchase, 


for example.  Won’t consumers be kept informed about their 


fund through access to continuous disclosure? 


 


Currently such consumers receive no additional information for 


each deposit, and the industry does not think such additional 


disclosure should be required.  Clients will be made aware of 


information through the continuous disclosure process and 


other information outlets, including the internet and 


newspapers.  


 


Issues for comment:  These documents will be filed with 


regulators.  Should they be reviewed and receipted?  


 


In a great many sales situations, the consumer will be likely to 


rely on the summary more than any other written 


documentation—perhaps even to the exclusion of other 


documents.   For this reason, the industry believes that 


compliance with the IVIC Guideline, assuming the Guideline is 


used to specify the minimum disclosure requirements, is an 


important matter.  If there is a review, the Guideline should 


specify criteria for changes that are permitted without 


subsequent filing or review to avoid unnecessary delays in 


revising the document. 
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Issues for comment:  Please tell us about your business 


practices now using the existing disclosure documents.  Do you 


use them in the sales process?  Do you give them to consumers 


before a sale is completed?  If we require you to give a printed 


fund summary to consumers before the sale, what impact will 


this have on your existing business practices?  What about 


telling consumers what the fund summary says rather than 


always giving them a printed copy?  Can we achieve our 


objectives of empowering consumers to make informed 


investment decisions without mandating a fund summary?  


Currently clients are given the Information Folder and Financial 


Highlights at or prior to the sale taking place.  Using a family 


summary document will not significantly change the current 


process, but will result in the client receiving a more useful, 


less expensive summary of relevant information prior to signing 


the application. 


Issues for comment:  Please give us your views on the 


proposed content of the fund summary document. 


As noted above, minimum content should be prescribed, with 


sufficient specificity that issuers can be reasonably certain what 


is required. This could be done in the IVIC Guidelines. 


With respect to performance data, the industry does not believe 


it is appropriate to require this in the summary.  A key public 


policy issue is at stake on this point.   Events of the past 


several years have reinforced the public policy concerns over 


basing purchase decisions on past performance.  Requiring 


disclosure of this information does nothing to reinforce this 


caution and, if anything, does just the opposite by appearing to 


endorse the usefulness of this information. In addition, 


significant practical issues also give rise to concern.  Up-to-date 


Up-to-date performance 
data is readily available 
from many sources. 
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and comparable data for all funds are readily available to the 


public from a number of sources.  Requiring such time-sensitive 


data on the summary document would entail frequent 


reprinting and increased cost.  


With respect to investment objectives and strategies, the 


industry recommends that the summary document identify the 


IFSC Fund Category and describe in plain language the 


investment style and the type of securities in which the fund is 


invested.  More detailed information about specific holdings can 


be obtained in the foundation document. 


With respect to risk, the industry recommends that this be a 


plain language description of the magnitude of risk, i.e., high, 


medium or low.  More detailed information that identifies 


specific types of risk, e.g., market or currency, can be obtained 


in the foundation document.  General information describing 


the nature of these risks should be regarded as education and 


not be a point of sale disclosure requirement.  The industry 


would be pleased to work with the regulators to develop 


standardized descriptions of the various risks associated with 


investment products. 


Issues for comment:  What are the pros and cons of a fund 


summary document that includes information on more than one 


fund?  Why is a consolidated document desirable, having regard 


to the potential for consolidated documents becoming 


unwieldy? 


For an IVIC, the funds available for investing are considered 


part of the contract.  Philosophically, documentation should 


respect the fundamental nature of the product and, where 


appropriate, reflect differences with other products.  In 


addition, insurers may be subject to additional liability if the 


fund summary document is fund-specific and the advisor does 


not disclose all the funds available. 
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Since a very large number of funds are available through the 


IVIC, allowing a single summary to describe all of these funds 


overcomes a number of practical problems associated with the 


volume of paperwork entailed by a fund-specific approach.  


While there are limits to the number of funds that can be 


presented in a multi-fund summary before it becomes 


unwieldy, the problem of unwieldiness will always occur sooner 


for a fund-specific approach.  


 


THE CONSUMERS’ GUIDE 


The consultation paper proposes the important features of 


segregated funds and mutual funds be explained to novice and 


unsophisticated investors in a joint regulatory-industry 


document.  The industry would not be able to independently 


alter the guide and, accordingly, would not be accountable for 


its content.  Salespersons would be required to offer the guide 


to novice consumers at an early stage in the sales process and 


take them through the guide to assist their understanding. 


The industry strongly supports the notion that point of sale 


disclosure should be limited to providing information about the 


specific product or products being considered for purchase. 


Point of sale is too late 
for general information. 


The idea of presenting a guide “at an early stage in the sales 


process” is somewhat problematic because the entire process 


from initial contact to sale can often be a single meeting.  


Consumer research is currently underway that, among other 


things, is intended to develop a clearer picture of how 


consumers acquire knowledge about financial services and 


products.   This research may shed light on potential uses for 


the guide as a document. 


It is important that failure to deliver the guide should not be 


viewed as proof of a failure to disclose necessary information.  


There are a number of ways in which an agent or sales 


representative can ensure that the client understands the 







 


18 


product and is making an informed purchase decision.  Whether 


the actual guide is used in the sales presentation should not be 


important so long as the information is provided. 


 


Issues for comment:  We need to agree on an approval 


mechanism whereby the regulators will approve and the 


industry will endorse the contents of the consumers’ guide. We 


need to work out how this document would be periodically 


updated. 


The industry proposes that the Joint Forum (or CCIR and CSA) 


develop the guide in consultation with the industry.  The 


industry, through CLHIA and IFIC, could endorse the guide 


which would be identified as a Joint Forum publication.  Since 


the guide is intended to provide general information for 


unsophisticated investors (or potential investors), the content 


will likely remain current over a reasonably long period.  A 


regular review by the industry and regulators could be 


scheduled for every five years with all parties having the right 


to request revisions in the interim if changes in the marketplace 


make these appropriate. 


 


Issues for comment:  How will the consumers’ guide be made 


available for use by industry participants and consumers? 


Industry associations and regulators could post the guide on 


their websites and individual companies may wish to do so as 


well.   
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Issues for comment:  Who will make the decision about 


which consumers should be offered the document?  The 


consumer?  The dealer firm?  The sales representative?  What 


consequences will flow when a novice consumer is not offered 


the document?  


To avoid the problems that the consultation paper has identified 


with a “one size fits all” approach, it is important keep two 


considerations in mind with respect to novice consumers.  First, 


with the summary document clearly indicating the availability of 


the consumer guide, it is not unreasonable to ask that the 


customer take a role in determining what information he or she 


requires.  Second, there are a number of ways to provide the 


customer with sufficient information to understand a 


segregated fund or mutual fund.  For these reasons, no 


consequences should flow automatically from the fact that the 


guide is not explicitly offered to a customer.  If it turns out that 


the customer did not understand what he or she purchased, 


failure to offer the guide should not necessarily be evidence of 


a breach of duty of care.  This is a matter that can only be 


decided on a case-by-case basis.  


Agents can educate clients 
without actually delivering 
a consumer guide. 


Issues for comment:  Please comment on the content of the 


draft consumers’ guide in Appendix 1. 


In keeping with earlier comments about the type of information 


and level of detail that should be required in the summary and 


foundation documents, the industry views the consumer guide 


as a repository of general information that a client would need 


to understand specific information in these other documents.  


Without the benefit of consumer research, it  seems likely that 


additional information is required in a number of areas.  For 


example, the description of risk should involve a more 
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extensive discussion of the nature of different types of risk and 


conditions that trigger these risks.  Similarly, the description of 


protection lacks details about the type and amount of coverage 


available from CompCorp.  It also includes, as an aside, a 


vague reference to guarantees in the IVIC that may create 


confusion about the nature of the two types of protection. 


The industry looks forward to working with the regulators to 


clarify the scope of the consumer guide and refine the 


information included in it.  


 


CONSUMERS’ RIGHTS 


 


Issues for comment:  Please comment on cooling-off periods 


in the context of mutual fund and segregated fund sales.   If 


you believe one should be retained (or introduced in the case of 


segregated fund sales) please explain why.  How should a 


cooling-off period work given the changes in the market value 


of funds?  How can we prevent market players from using a 


cooling-off period to play the markets?  What would be a 


correct period for consumers to re-consider their investment? 


The requirement (new for mutual funds) to provide information 


about the product at the point of sale together with a new 


approach to disclosure that ensures this information will be 


more meaningful eliminates the need for a cooling-off period.  


To provide such a period creates a risk that some investors will 


seize on an opportunity to play the market at no risk.  


Remedies already available are sufficient to protect customers 


who, through no fault of their own, purchase insurance 


contracts that are not suited to their needs. 


Effective disclosure at 
point of sale eliminates the
need for cooling-off 
periods. 
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THE COSTS VERSUS THE BENEFITS 


 


Issues for comment:  Although we will be preparing a formal 


cost-benefit analysis, we are interested in your views on the 


costs versus the benefits of our proposals.  Please comment 


and explain your analysis. 


The concept of “access equals delivery” together with the 


recommended “contract plus all funds” approach for the 


foundation document and summary document offers the 


potential for meaningful cost savings.  


Those cost savings could disappear, however, if the foundation 


document and summary fund document are based on individual 


funds.  In fact, that could actually lead to an increase in costs, 


which would be passed on to consumers through higher 


operating expenses of the funds.  The costs will be due to the 


duplication of providing the feature information (guarantees, 


etc.) in each foundation document, and for all the fund 


summary documents for point of sale.  There are also additional 


costs for maintenance and refiling where an amendment is 


made to the product. 


With sufficient flexibility 
to design document
meaningful savings are 
possible. 


s, 


There is additional liability to the insurer if advisors do not 


provide disclosure of their full contractual rights to the 


consumer.  These rights include accessibility of all funds.   To 


protect themselves, insurers may be forced to incorporate all 


the single-fund summaries into one point of sale document.  


Based on the current proposal for a one- or two-page fund 


summary, this would result in documents often in excess of 100 


pages. 


If issuers do not have the flexibility of using a single foundation 


document to describe the funds and the contract, the industry 


will have duplication of the contractual features of the product—


contract version plus foundation document version.   This is no 
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different than what is done today with the Information Folder 


and Contract being separate documents with identical 


information contained within. 


 


CONCLUSIONS 


The Joint Forum is to be commended for its analysis of the 


problems associated with current point of sale disclosure 


practices and for its innovative solutions.  In general, the 


approach based on simpler and more understandable disclosure 


together with the concept of “access equals delivery” addresses 


the needs and concerns of both the consumer and the industry.  


The proposals require some modifications, however, to ensure 


that they accurately reflect the nature of segregated fund 


contracts and the needs of different customers making 


purchases in different distribution channels.  


 







Appendix 1 
 


SUMMARY DOCUMENT MOCK-UP 
 
 
Fund Summary Document: 
 
Your Individual Variable Annuity Contract: 
 
If you have completed an application and paid us your initial investment, then you have a contract with 
XYZ Life that allows you to make and invest contributions in various investment options, including 
guaranteed interest term deposits, a daily interest account and segregated funds. This document is only a 
summary of some important parts of your contract, and applies only to investments you make in segregated 
funds. 
 
Full details of your contract and the investments available to you are set out in the Foundation 
Document, available at our website – www.XYZLife.com – or if you prefer a paper document, through 
your financial advisor or directly from XYZ Life. 
 
XYZ Life Insurance Company is a Canadian life insurer with its head office located at 123 Big Building 
Boulevard, Prince Rupert, BC.  
 
Fees and Expenses 
 
Fees and Expenses 
 
You can buy units of a segregated fund either by paying an up front sales fee, a declining fee on withdrawal 
or, for some funds if you meet the requirements, without a fee.  You can select the option of your choice on 
your application. 
 
If you buy units with an upfront sales fee, the fee will be determined by you and your advisor and the 
maximum fee will be 5%.   
 
If you purchase units under the deferred sales charge option, and withdraw the units within 7 years of 
purchase, you will be required to pay a deferred sales charge which declines over time from 5.5% to 1.5%.  
There is no sales charge if you withdraw units that have been held for more than 7 years.  You are allowed 
to withdraw up to 10% of the value of your account each year without a withdrawal fee. 
 
The funds are charged investment management fees that vary by fund.  In addition, all expenses incurred by 
the funds are paid from the funds. The total of the investment management fee plus expenses charged to the 
fund for the most recent audited period, as a percentage of fund assets, is known as the management 
expense ratio or MER,  and it is shown in the fund specific information below. 
 
You may have to pay other fees for specific services you ask of us.  These fees are set out on our website in 
the Foundation Document.  We reserve the right to change these fees from time to time. 
 
Buying, Selling and Switching Fund Units 
 
You can buy or sell fund units, or switch fund units to another fund available under your contract at any 
time at the unit value in effect when we process your request at our head office.  We will process your 
request on the day we receive it at our head office if it arrives on a valuation day before our cut-off time, or 
on the next valuation day if later.  
 
If you purchased units on a deferred sales charge basis, you may be charged a withdrawal fee when you sell 
units, depending upon how long you have held them. 
 



http://www.xyzlife.com/





 
 
Valuation of Your Investment 
 
Your investment in a segregated fund is based upon the number of units of the fund allocated to you.  Each 
fund carries a variable “unit value”, which is simply the total amount of all investments in the fund divided 
by the total number of units in the fund.  This amount goes up and down based on the changing values of 
the investments held in the fund. 
 
Capital Guarantees 
 
Your segregated fund investments come with two capital guarantees:   
  
¾ A maturity guarantee – this guarantees a certain level of protection on the net amount you invest in 


segregated funds, on the maturity of the contract 
 
¾ A death benefit guarantee – this guarantees a certain level of protection on the net amount you invest in 


segregated funds when the annuitant dies. 
 
Each guarantee is designed to pay 75% of all deposits made to the segregated funds less a proportional 
amount for withdrawals from the funds. 
 
Maturity Options 
 
Your contract will mature: 
 
¾ If held in a registered plan, on December 31 of the year you turn 69. 
¾ If not held in a registered plan, on December 31 of the year you turn 100. 
 
At maturity, unless you advise us otherwise, the value of your contract will be converted into an annuity 
contract that will pay the annuitant annual payments for life, with payments guaranteed for ten years.  The 
beneficiary in place at the maturity date will continue into the annuity contract.  We will advise you prior to 
maturity of your options on maturity, in addition to this default annuity. 
 
Fundamental Change Rights 
 
We reserve the right to change fundamental investment objectives, investment management fees, methods 
of valuation of units and the insurance fee limit, amongst other things.  However, if we do change any of 
these four items, we will give you 60 days prior written notice of the change, during which time you may 
switch to another comparable fund without charge, or, if no comparable fund is available under your 
contract, you may withdraw your affected investments without charge.  We will give you details of your 
rights if we make such a change.  If we change other items of a material nature, we will generally give you 
60 days prior notice of the change. 
 
Foundation Document 
 
This is only a brief summary of your rights and obligations under your contract, and with respect to 
the segregated fund available to you under your contract.  For full details see the Foundation 
Document, available to you at our website noted above, or on paper, from your financial advisor or 
directly from XYZ Life. 
 
Subject to the maturity and death guarantees, any money that you invest in a segregated fund is not 
guaranteed, and will increase or decrease in value with the assets in the fund.   
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Fund Highlights 
 
Fund Name IFSC Fund Category Risk Investment 


Style 
MER at 


Dec. 
2001 


(BEL)


Description 


ASSET ALLOCATION FUNDS    
Conservative Portfolio Fund Canadian Balanced Low to Moderate N/A 2.57 This fund invests in other Great-West Life segregated funds according to a strategic asset allocation 


process.  The fund aims to be invested 25% in equity and 75% in fixed income investments. 


Moderate Portfolio Fund Canadian Balanced Low to Moderate N/A 2.73 This fund invests in other Great-West Life segregated funds according to a strategic asset allocation 
process.  The fund aims to be invested 40% in equity and 60% in fixed income investments. 


Balanced Portfolio Fund Canadian Balanced Low to Moderate N/A 2.91 This fund invests in other Great-West Life segregated funds according to a strategic asset allocation 
process.  The fund aims to be invested 60% in equity and 40% in fixed income investments. 


Advanced Portfolio Fund Canadian Balanced Moderate N/A 2.94 This fund invests in other Great-West Life segregated funds according to a strategic asset allocation 
process.  The fund aims to be invested 80% in equity and 20% in fixed income investments. 


Aggressive Portfolio Fund Canadian Balanced Moderate to High N/A 3.03 This fund invests in other Great-West Life segregated funds according to a strategic asset allocation 
process.  The fund aims to be invested 100% in equity investments. 


FIXED INCOME AND CASH EQUIVALENT FUNDS   
Money Market (GWLIM) Canadian Money Market Low N/A 1.31 This fund invests primarily in high-quality, short-term Canadian money market securities, such as 


treasury bills, bankers’ acceptances and commercial paper.  
Fixed-Income Portfolio Fund Canadian Bond Low N/A 2.38 This portfolio fund invests in a variety of fixed-income investment funds, including Canadian and foreign 


investment funds, to provide a 100% fixed-income investment.. 
Government Bond (GWLIM) Canadian Bond Low N/A 1.99 The fund invests primarily in securities issued or guaranteed by a government in Canada.  


Mortgage (GWLIM) Canadian Mortgage Low N/A 2.36 This fund invests primarily in mortgages on Canadian property. It holds mortgages attached to a wide 
variety of properties. They are situated in all provinces, with an emphasis on commercial properties in 
major urban centres. 


Canadian Bond (GWLIM) Canadian Bond Low N/A 1.95 This fund invests primarily in Canadian federal and provincial government debt securities and in high-
quality corporate debt securities.  


Global Income (AGF) Foreign Bond Low N/A 2.64 This fund invests primarily in bonds denominated in a foreign currency and issued or guaranteed by a 
government in Canada, debt securities issued by Canadian companies, and selected international fixed-
income securities, such as bonds. 


Bond (Beutel,Goodman) Canadian Bond Low N/A 2.17 This fund invests primarily in Canadian federal and provincial government debt securities and high-
quality corporate debt securities.  


Bond (Sceptre) Canadian Bond Low N/A 2.08 This fund invests primarily in federal and provincial government bonds as well as medium- to high-
quality corporate debt securities 


BALANCED FUNDS      
Income (GWLIM) Canadian Balanced Low Top down, 


growth 
2.17 This fund invests primarily in a wide variety of short- and medium-term government bonds and up to 


xx% may be invested in shares issued by Canadian companies with a proven record of paying dividends. 


Diversified (GWLIM) Canadian Balanced Low to Moderate Top down, 
growth 


2.6 This fund invests in the units of other Great-West Life segregated funds.  The underlying funds cover a 
wide range of investment types, including Canadian and foreign shares, real estate, bonds, mortgages and 
short-term investments.  







Fund Name IFSC Fund Category Risk Investment 
Style 


MER at 
Dec. 
2001 


(BEL)


Description 


Equity/Bond (GWLIM) Canadian Balanced Low to Moderate Top down, 
growth 


2.7 This fund aims for a long-term asset mix of 55% shares of Canadian and foreign companies and 45% 
fixed-income securities, such as bonds and short-term investments. The advisor changes the mix to take 
advantage of expected changes in the markets. 


Income (Mackenzie) Canadian Bond Low Top down, 
value 


2.24 This fund invests in fixed-income securities, including government debt securities and corporate bonds. It 
also invests in the shares issued by Canadian companies, and may also invest up to 10% of its net assets 
in units of other Mackenzie sponsored funds. 


Growth & Income (Mackenzie) Canadian Balanced Low to Moderate Bottom up, 
value 


2.59 This fund invests primarily in fixed-income investments of Canadian governments and companies, and in 
shares issued by Canadian and foreign companies. 


Balanced (Mackenzie) Canadian Balanced Low to Moderate Top down, 
value 


2.79 This fund invests primarily in high-quality government bonds as well as common and preferred shares 
issued by companies that the investment advisor expects will provide above-average returns. 


Growth & Income (AGF) Canadian Balanced Low to Moderate Bottom up, 
growth 


2.82 This fund invests primarily in Canadian shares, bonds and short-term securities, but may also invest in 
some foreign securities.  


Balanced (Beutel,Goodman) Canadian Balanced Low to Moderate Bottom up, 
value 


2.79 This fund invests primarily in a balanced selection of shares issued by Canadian and U.S. companies, 
Canadian bonds and short-term securities.  


Balanced (Sceptre) Canadian Balanced Low to Moderate Top down, 
value 


2.78 This fund invests primarily in high-quality shares issued by Canadian and foreign companies, Canadian 
bonds and short-term securities.  


Canadian Balanced 
(MAXXUM) 


Canadian Balanced Low to Moderate Bottom up, 
growth 


2.81 This fund invests primarily in a wide variety of Canadian common shares, bonds and debentures. It may 
also invest in preferred shares. 


CANADIAN EQUITY FUNDS    
Dividend (GWLIM) Canadian Dividend Moderate to High Bottom up, 


growth 
2.58 This fund invests primarily in the shares issued by Canadian companies that pay attractive dividends. 


Equity Index (GWLIM) Canadian Large Cap Equity Moderate to High N/A 2.36 The advisor will generally hold no less than 85% of the number of stocks included in the S&P/TSX 
Composite Index in close proportions to their weightings in the Index.  


Mid Cap Canada (GWLIM) Canadian Equity Moderate to High Top down, 
growth 


2.74 This fund invests primarily in mid-sized Canadian companies.  


Canadian Equity (GWLIM) Canadian Equity Moderate to High Top down, 
growth 


2.63 This fund invests primarily in Canadian companies that have the potential for above-average growth. 


Dividend/Growth (Mackenzie) Canadian Large Cap Equity Moderate to High Bottom up, 
value 


2.66 This fund invests primarily in Canadian companies that have a long-term potential for strong growth. It 
also invests in shares issued by Canadian companies that pay attractive dividends.  


Larger Company (Mackenzie) Canadian Large Cap Equity Moderate to High Top down, 
value 


2.89 This fund invests primarily in publicly traded shares issued by large Canadian and foreign companies. 


Equity (Mackenzie) Canadian Equity Moderate to High Bottom up, 
value 


2.82 The fund invests mainly in securities of large capitalization Canadian companies. 


Smaller Company (Mackenzie) Canadian Small Cap Equity Moderate to High Bottom up, 
value 


2.94 This fund invests primarily in shares issued by small to mid-size Canadian and United States companies.  


Growth Equity (AGF) Canadian Small Cap Equity High Bottom up, 
growth 


3.31 The investment advisor seeks to invest in companies at an early stage of their development and hold them 
until they achieve success through rising sales, earnings and cash flow.  


North American Equity 
(Beutel,Goodman) 


Canadian Equity Moderate to High Bottom up, 
value 


2.86 This fund invests primarily in medium to larger Canadian and U.S. companies that have superior growth 
potential but which may be undervalued. 


2. 
 







Fund Name IFSC Fund Category Risk Investment 
Style 


MER at 
Dec. 
2001 


(BEL)


Description 


Equity (Sceptre) Canadian Equity Moderate to High Bottom up, 
value 


2.88 This fund invests primarily in shares issued by Canadian companies that have the potential for above-
average growth over the long term.  


Canadian Equity Growth 
(MAXXUM) 


Canadian Equity Moderate to High Bottom up, 
growth 


2.88 This fund invests primarily in the common shares issued by Canadian-based companies that offer above-
average potential for growth.  


Dividend (MAXXUM) Canadian Dividend Moderate to High Bottom up, 
blend 


2.88 This fund invests primarily in the preferred and common shares issued by Canadian, U.S. and other 
foreign companies that pay a high level of dividend income. 


CANADIAN SPECIALTY FUNDS    
Real Estate (GWLIM) Real Estate Moderate to High N/A 2.95 This fund invests primarily in prime quality income-producing properties in Canada, including 


commercial, retail, industrial and multi-family residential. It holds properties in many different locations. 


Canadian Opportunity 
(Mackenzie) 


Canadian Equity High Bottom up, 
growth/ 
value blend 


2.77 Approximately 50% of the portfolio is invested in Canadian and U.S. companies which are knowledge 
and service intensive or which utilize new technologies and the balance of the portfolio is invested in 
more mature industry sectors.  


Canadian Resources (AGF) Natural Resources High Top down, 
growth 


3.31 This fund invests primarily in the securities of Canadian oil, gas and natural resource companies.  


Canadian Science and 
Technology (GWLIM) 


Science & Tecnology High Top down, 
growth 


3.1 The fund invests primarily in the shares issued by publicly traded Canadian companies with strong 
growth potential in science and technology sectors.  


Ethics (GWLIM) Specialty or Miscellaneous Moderate to High Top down, 
growth 


2.78 This fund invests primarily in shares issued by publicly traded Canadian companies that conduct their 
business in a socially responsible manner and that show strong prospects for growth.  


FOREIGN EQUITY FUNDS    
U.S. Equity (GWLIM) U.S. Equity Moderate to High Top down, 


growth 
2.78 This fund invests primarily in medium to large U.S. companies with above-average potential for growth. 


American Growth (AGF) U.S. Equity Moderate to High Bottom up, 
growth 


2.93 The investment advisor looks for U.S. companies that have above-average earnings growth, are dominant 
in their industry and can sustain their competitive position.  


International Equity (Putnam) International Equity Moderate to High Top down, 
growth 


3.01 This fund invests primarily in high-quality foreign shares outside North America.  


U.S. Mid Cap (GWLIM) U.S. Small and Mid Cap 
Equity 


Moderate to High Top down, 
growth 


3.15 This fund invests primarily in publicly traded shares issued by small to mid-size U.S. companies with 
above-average growth potential. 


Foreign Equity Fund 
(Mackenzie) 


Global Equity Moderate to High Bottom up, 
value 


3.13 This fund invests solely in units of a mutual fund called the Mackenzie Ivy Foreign Equity Fund which 
invests in equity securities worldwide, emphasizing companies that operate globally.  


FOREIGN SPECIALTY FUNDS    
Asian Growth (AGF) Asia/Pacific Rim Equity High Bottom up, 


growth 
3.43 IKnvestments are largely in shares of companies located or active in Asia or the Pacific Basin whose 


shares are principally traded on Asian stock exchanges. 
European Equity (Sceptre) European Equity High Bottom up, 


value 
2.49 This fund invests primarily in companies located or active in Western and Eastern Europe and whose 


shares are principally traded on European stock markets. 
International Bond (Putnam) Foreign Bond Low to Moderate N/A 2.48 This fund invests only in units of a pooled fund called the Putnam Canadian Trust: International Bond 


Fund which invests primarily in high-quality debt securities issued by governments and government 
agencies in countries outside Canada. 


International Opportunity 
(Putnam) 


International Equity High Bottom up, 
growth 


3.21 This fund invests primarily in shares issued by companies based outside Canada and the U.S. The 
investment advisor chooses a diversified mix of shares in both emerging and established markets.  
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Fund Name IFSC Fund Category Risk Investment 
Style 


MER at 
Dec. 
2001 


(BEL)


Description 


Emerging Markets (Mackenzie) Emerging Markets Equity High Bottom up, 
growth 


3.98 This fund invests solely in units of a mutual fund called the Mackenzie Universal World Emerging 
Growth Capital Class Fund which invests primarily in equity securities of larger capitalization companies 
operating in emerging markets throughout the world and smaller capitalization companies in developed 
markets other than North America. 


Japan Equity (Mackenzie) Asia/Pacific Rim Equity High Bottom up, 
blend 


3.69 This fund invests solely in units of a mutual fund called the Mackenzie Universal Select Managers Japan 
Capital Class Fund which invests mainly in a diversified portfolio of Japanese equity securities.  
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June 4, 2003 
 
Terri Williams, President 
Investor Education Fund 
20 Queen St. W. 
Box 55, 17th Floor 
Toronto, ON   M5H 3S8 
 
Dear Ms. Williams: 
 
Thank you for the opportunity and assistance in arranging for this communication of our 
views regarding the Joint Forum’s Consultation Paper 81-403.   
 
Let me say at the outset that there is considerable information and data in current fund 
disclosure documents that are useful to retail investors.  The comments that follow focus on 
those areas where significant improvements are required to increase the value of these 
documents to the growing number of self-reliant retail investors.    
 
Existing Prospectus Documents 


My experience since 1987 with thousands of members of our educational program is that 
they will read documents that provide useful information for decisions about what securities 
to buy, hold or sell.  Unfortunately, the experiences of many retail investors with mutual fund 
prospectuses and reports cause them to hold these documents in low esteem.   
 
Generally, mutual fund companies spend a great deal of money preparing prospectus 
documents that many investors do not use because: 
  


• The document is generally quite large and somewhat intimidating, particularly with 
small print that older investors find difficult to read. 


 
• Information and data in the document can be up to a year old which makes it largely 


irrelevant for decision making. 
 


• The document does not contain any forward-looking information about the fund’s 
prospects: 


§ in general;  
§ for individual securities contained in the fund; or,  
§ business sectors represented in the fund.  
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• The document does not contain detailed information about the securities held in the 
fund – particularly equities.  Generally, the value of an equity fund rises with the 
collective earnings of the companies in the fund.  The current prospectus should 
indicate the name of all the securities in the fund; their business sector; and, their 
percentage weight in the fund’s assets.  There is a real need for greater transparency 
in the fund’s holdings.  


 
• Information about the fund’s objectives is ‘boilerplate’ and often does not provide 


investors with meaningful information with which to distinguish between funds in the 
same category. 


 
• All information about fees and expenses should be located in one special section of 


the document rather than spread out in several different sections.  
 
Continuous Disclosure  


Mutual funds should provide continuous disclosure regarding material developments and all 
changes in the portfolio’s holdings on a timely basis.  
 
How can an investor judge the competency of the current fund manager/management team 
without complete details about the securities being bought or sold?  Only with this 
information can an investor hope to assess the fund’s future prospects for appreciation in net 
asset value. 
 
Generally, funds should provide the same level of disclosure as issuers of equities.  In 
addition, funds should be required to provide the same level of MD&A disclosure as public 
issuers of equities. 
 
Proposed Fund Summary Document 


The concept of a fund summary document has merit depending on the specific material 
required for inclusion.  The interests of investors must determine the content of the summary.  
As well, particular care should be given to structuring the presentation of the material in the 
summary so that it is easy for the reader to comprehend.  
 
An easy-to-read summary of the material and data of greatest interest to retail investors could 
inspire them to make the effort to access the foundation document and continuous disclosure 
record. 
 
The electronic version of a summary document should include hyperlinks from that 
document to the foundation document and continuous disclosure record. 
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Document Delivery 


In my experience, most self-directed retail investors are computer literate and can access 
information from the Internet.  However, there is still a need for printed documents that are 
generally easier to read than a computer screen. 
 
The Right of Withdrawal and Rescission 


Just as with new issues of equities, there should be a mandated cooling-off period for retail 
investors following the purchase of a mutual fund.  There are many examples of sales people 
aggressively persuading investors to purchase securities in a ‘hurry.’  
 
I hope that the foregoing observations and suggestions are of assistance. 
 
Sincerely yours,  
 


 
 


John T. Bart, Ph.D. 
Founder & President 
 


 








----- Message from filming@canada.com on Sun, 30 Mar 2003 08:17:19 -0800 (PST) ----
-


To: spaglia@fsco.gov.on.ca,
gstromberg@sympatico.ca


Subjec
t:


joint forum public comment


To : Stephen Paglia C.C. Gloria Stromberg March 30,2003


I would like to make the following comment about
proposals of the Joint Forum of Financial Market
Regulators.Even if you are unwilling to address this
now,it would be such a simple ,inexpensive and crucial
service to investors,you should find a way to make it
happen soon.


The reality is that 90% of investors have neither the
time nor accounting skills to decipher the bullshit put
out by the companies.


My bottom line opinion(explained in detail below)is
that there are only 2 bits of information that 90%+ of
investers want to know about;


1. A standardized TRAILING P/E ratio which treats all
income and expenses of all companies the same
way(i.e.stock options,goodwill,off shore activities)


2. A standardized debt/asset ratio for all companies
which treats all debt and assets the same way.
DON'T TELL ME THIS CAN'T BE DONE...(as a base you can
start with the fairly simple standardized formula used
by banks to qualify individuals for loans/mortgages)


The only reason the investment community has convinced
regulators "it won't work..there are too many
variables" is because right from our first days in
business school we are taught "bullshit baffles brains"
which means, the more bullshit information we can throw
into the mix,the more stats we have to choose from in
order to tailor our pitch to any particular customer
and even the most intelligent client customer's
thinking gets so confused, he becomes a much easier
sale.This is evidenced often on CNBC when analysts
readily admit they can not unravel the annual and
interim reports of companies like GE.
The reason why my pension plan still holds over 20
million shares of Nortel is solely because they
reported in "pro-forma" and the trustees of the plan
were not capable of doing anything with that info other
than trusting the plan's managers.Had the trustees had
access to a simple centralized comparison of companies'
TRAILING p/e ratios;since nortel was not earning any
money at all; even a novice would have seen it as a
risky investment unsuitable for a large position in a
pension plan.







So, my suggestion is:
A: Open a website
B: Hire one good employee
c: Publish an alphabetical list of all publicly traded
companies(on Canadian exchanges)accompanied by their
trailing p/e ratios and debt/asset ratios.


Derek Hill








Montreal, April 30, 2003


To the :


JOINT FORUM OF FINANCIAL MARKET REGULATORS
CANADIAN SECURITIES ADMINISTRATORS
CANADIAN COUNCIL OF INSURANCE REGULATORS


c/o Mr. Stephen Paglia
JOINT FORUM PROJECT OFFICE
5160 Yonge Street
Box 85, 17th floor
North York, ON, M2N 6L9
e-mail: spaglia@fsco.gov.on.ca


c/o Mme Denise Brosseau
Secrétaire de la Commission
Commission des valeurs mobilières du Québec
C.P. 246, Tour de la Bourse
800, square Victoria, 22e étage
Montréal (Québec) H4Z 1G3
e-mail : denise.brosseau@cvmq.com


Dear Mrs Brosseau
Dear Mr Paglia,


Re : Consultation Paper 81- 403 – Rethinking Point of Sale Disclosure


Pursuant to the publication of Consultation Paper 81-403 (the “Consultation Paper”) on February 13,
2003, we are pleased to submit the comments of the Mouvement des caisses Desjardins with regard to
this document.


Introduction and General comments
The position of the Mouvement des caisses Desjardins has been prepared by Desjardins Trust with the
collaboration of Desjardins Financial Security.


Desjardins Trust Inc. is a company belonging to the Mouvement des caisses Desjardins. It is the
manufacturer of the Desjardins Family of Mutual Funds (30 funds) and of the Maestral Family of Mutual
Funds (12 funds). For The purpose of these presents, we will only refer to the Desjardins Funds, the
largest of our two families of mutual funds.


Desjardins Financial Security Life Assurance Company (Desjardins Financial Security) is a life insurance
company constituted under the Insurance Act (Quebec).  It is the manufacturer of the Millennia III,
Imperial Growth and Desjardins Financial Security families of individual and pooled segregated funds.
For the purpose of this submission, we will only refer to the Millennia III Funds, the larges of our three
families of individual segregated funds.  Desjardins Financial Security controls 70% of SFL Management
Inc. a holding company constituted under the Companies Act (Quebec).
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Desjardins Trust and Desjardins Financial Security are members of the Investment Funds Institute of
Canada (IFIC) and the Canadian Life and Health Insurance Company of Canada (CLHIA), have
participated in the development of each organization’s response to 81-403 and wish to note that we
support the submission that each organization has made; however, we have additional comments, which
we feel are warranted by the Joint Forum’s proposal.


We wish to state that although we entirely subscribe to the objectives of the Joint Forum of Financial
Market Regulators (the “Joint Forum”) to better inform mutual and segregated funds consumers, we do
not believe the proposals in the Consultation Paper will attain this goal because whatever disclosure
document is proposed and however it is  written and structured, whether plain and simple, short or long, it
will always require in the end that the consumer makes a minimal effort of consulting it.


Merely three years ago, the Canadian Securities Administrators (“CSA”) adopted National Instrument
81-101 on “Mutual Fund Prospectus Disclosure” (“NI 81-101”). The purpose of NI 81-101 was to entirely
restructure the mutual fund prospectus to make it more user friendly. NI 81-101 essentially provided that
the mutual fund prospectus be written in plain language and that it be divided in two distinct parts to
facilitate access of the consumer to specific information on the fund or funds he was buying into, without
having to read the whole document, and make data contained therein easily comparable with that of other
mutual funds. These goals, in our view, are essentially the same as those described in the Consultation
Paper, and have been achieved. The only ingredient missing is the willingness of the consumer to make
the small effort of consulting the prospectus and the solution to that, in our opinion, lies essentially with
the consumer.


Compliance with NI 81-101 has meant for the Desjardins Family of Mutual Funds (30 funds) that its
prospectus be completely rewritten, going from 39 pages up to 180 pages, at a cost for the funds and
ultimately the unitholders above $120,000.00 just in legal fees (non recurrent). If you look at the
prospectus of all mutual funds in Canada that have complied with NI 81-101, you can easily find, written
in plain language on four to six pages, specific information on a mutual fund (investment objectives and
strategies, past performance, financial highlights, etc.), without having to read the whole thing. This,
incidentally, was pointed out to us just two years ago by a member of OSC staff in the course of a
meeting on Proposal 81-402.


A consumer who purchases a segregated fund contract receives both an information folder at or prior to
point of sale and a contract, which essentially duplicates much of the information in the information folder.
Desjardins Financial Security has responded to the most recent series of changes in the CLHIA guideline
concerning Individual Variable Insurance Contracts by making changes to the disclosure documentation
provided to clients at the point of sale for the Millennia III Plan, so that the documentation now looks very
much like a mutual fund prospectus as defined by 81-101, with the addition of the segregated fund
contract.  These documents have been successfully combined and we feel that this simplified approach to
point of sale documentation assists the consumer to easily identify the important elements of the
investment and particularly the benefits guaranteed under the contract.


We are concerned that in an effort to make disclosure documentation more accessible to consumers that
manufacturers not be in a position where they are constantly repackaging information at a cost to the
consumer.  We believe that it is critical that consumers and sales representatives alike to have a
fundamental understanding of how important this information is and why it should be reviewed before
making the decision to invest.


We find that, objectively, the prospectus of mutual funds in Canada is a thorough document, plainly
written as required under NI 81-101. The consumer can easily find therein the information he needs to
make an investment decision. If this is not true, then the CSA have failed in implementing and enforcing
NI 81-101, and this has been a very costly mistake for the industry, the funds and, ultimately, the
unitholders. Lets try to avoid repeating such a mistake.
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In our view the  proposals contained in the Consultation Paper are essentially to the effect of exploding
the actual mutual fund prospectus under NI 81-101 in three documents :


• The Foundation Document 
• The Fund Summary Document 
• The Consumer’s Guide


With regard to the Continuous Disclosure Documents, we understand that what is proposed in the
Consulting Paper is consistent with proposed NI 81-106 on “Mutual Fund Continuous Disclosure”, for
which Desjardins Trust has already submitted its comments to the CSA on December 19, 2002 (see file
here attached for easy reference).


The question of the segregated fund contract has not been specifically addressed in 81-403 and we are
concerned that duplication of information in the contract and information folder not be entrenched as a
result of this omission.


As mentioned above, the prospectus of the Desjardins Family of Mutual Funds is 180 pages. It is a
complete, easily manageable document in terms of consultation by the consumer and in terms of
distribution to the sales representatives and the unitholders. The only thing missing is the “owner’s
manual” on how to efficiently make use of this document and easily find therein the information the
consumer needs to make his investment decision, without having to read it from cover to cover.


The Desjardins Family of Mutual Funds is comprised of 30 mutual funds. Should the Joint Forum
proposals be adopted as submitted in the Consultation Document, we would go from one easy
manageable document of 180 pages to 60 documents totalling 510 pages (2 pages per fund for the
Summary Document plus 15 pages per fund for the Foundation Document multiplied by 30 funds), and
we haven’t even taken into account the Consumer’s Guide.


This being said, here are our specific comments on some of the proposals contained in the Consultation
Paper.


1. General


We believe that as manufacturers, we must have the flexibility to determine how we can most
effectively present our products to consumers.  Certain basic information must be disclosed to protect
the consumer, the sales representative, the dealer, and the manufacturer.  It is not in anyone’s
interest to withhold important information about the investment and a well informed consumer is
ultimately more satisfied with the product purchased.


Our preference would be to have regulators mandate the type of information that must be disclosed to
a consumer and allow manufacturers the flexibility to determine how that information will be
formatted.  Our only exception to this would be that we absolutely agree that the presentation of
performance should be standardized throughout the investment funds industry to ensure that
consumers can easily compare the products being offered to them.


2. The Foundation Document


Most of the information you suggest be contained in the Foundation Document is found in Part A of
the Mutual Fund Prospectus under NI 81-101, except for the investment objectives and strategies
which are found in Part B entitled “Fund-Specific Information”.
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Therefore, we are of the opinion that the Foundation Document should address all the mutual funds
of a same family and should not exceed 15 to 20 pages which seems to be the average length of Part
A of a Mutual Fund Prospectus under NI 81-101, without the information pertaining to mutual funds in
general which, as per your proposal, will be found in the Consumer’s Guide.


In the case of the Desjardins Funds, having a Foundation Document for each fund would result in
managing 30 Foundation Documents of 15 pages each, for a grand total of 450 pages should we bind
or consolidate all those Foundation Documents together. This is clearly not acceptable for evident
cost and management of documentation reasons.


Furthermore, as the financial objectives and strategies of the mutual fund would be described in the
Summary Document, this information should not be repeated in the Foundation Document. In fact, we
should avoid repeating any information from one document to another. Duplication lengthens the
documents and, in the end, is expensive.


We agree that the Foundation Document and, for that matter, all the other disclosure documents,
should be made available on or accessible from the mutual  fund and SEDAR websites and, where
the mutual fund does not operate a website, at least on or from the SEDAR website. Hard copy
should naturally be provided to the consumer on request with a reasonable delay to perform delivery
(5 working days would seem appropriate).


We agree with the objective that the Foundation Document be evergreen. However, in light of past
experience with mutual fund simplified prospectus, this appears somewhat illusory. Changes will
frequently occur, just as they have in the past, whether to the organisation of the fund, its service
providers, its fee schedule, etc.


3. The Continuous Disclosure Documents


As we already have mentioned above, we understand that what is proposed in the Consulting Paper
is consistent with proposed NI 81-106 on “Mutual Fund Continuous Disclosure” and we have nothing
to add to the comments we have already submitted to the CSA.


However we wish to reiterate that:


• we agree that the annual and interim financial statements as well as the Management Reports of
Fund Performance should be made available on the mutual fund’s web site and delivered in hard
copy only to those unitholders that request them. A reasonable delay should be allowed to
perform delivery (5 working days would seem appropriate);


• we do not agree with the production and filing of interim financial statements and Management
Reports of Fund Performance on a quarterly basis. We are of the opinion that quarterly reporting
is somehow contradictory with the investment horizon an investor should have with regard to its
holding of mutual fund securities. Also mutual fund portfolio advisors may feel compelled to
perform in a manner to show good quarterly performances and this may result in portfolio
advisors taking risks that are inappropriate and may be detrimental to the funds’ medium and long
term performance. Finally the disclosure of portfolio holdings on a quarterly basis may impair fund
performance and return to unitholders because it gives information that can readily be used by
investors outside the fund who may indulge in abusive/opportunistic practices.


4. The Summary Document


Most of the information you propose to be contained in the Summary Document is found in Part B
“Fund-Specific Information” of the Mutual Fund Prospectus under NI 81-101.
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This part of the prospectus usually varies in length from four to six pages for each fund described
therein. Even if you take out the financial highlights data, we do not believe you can reasonably get a
Summary Document under three pages per fund.


We agree with your proposal of preparing separate fund Summary Documents on condition that fund
managers be allowed to bind or consolidate in one document, as they see fit, Summary Documents of
many funds belonging to the same family of mutual funds, as this is presently the case for Part B of a
Mutual Fund Prospectus covering more than one fund. In the case of the Desjardins Funds with over
6000 salespersons distributed among 850 service centres in Quebec and more than 60 in Ontario, it
would be extremely hard and expensive to manage 30 separate Summary Documents. Also, you
must consider that most consumers that buy into mutual fund securities invest in more than one fund,
so it is useful they have handy, in one document, the information on many if not all mutual funds of a
same family for timely consultation when investment needs arise.


Providing Summary Documents to sales representatives in our case will be performed the same way
as we presently provide them the simplified prospectus. We most certainly will give free access to
Summary Documents on our web site as we presently do for the Desjardins Funds simplified
prospectus.


Your proposal that the Summary Document be handed and explained to the consumer prior to taking
his investment decision would be a desirable improvement where the consumer and the sales
representative are in presence of one another. But such a procedure would not be easily applicable
nor would it be practical where subscription, as it is generally the case, is executed over the phone.
Therefore this proposal should not be made mandatory, at least not in the case of phone
subscriptions.


We agree that updating the Summary Document should be mandatory only once a year or when
there has been a material change to the fund. If the performance information is removed from the
Summary Document, then we believe that updating will only be necessary when there is a change to
the fund.


Such updating should be filed with, reviewed and receipted by the regulator the same as a
prospectus and information folder. When receipted, the new Summary Document will replace the
former one and stocks will be renewed using our existing procedures.


5. The Consumer’s Guide


We agree with the proposal of a joint regulatory-industry Consumer’s Guide. We suggest that a
permanent review committee be constituted, at the Joint Forum level, of representatives of CSA and
CCIR on the regulatory side and representatives of IFIC and CLHIA on the industry side.


The Consumer’s Guide could be reviewed annually. Members of the industry should be allowed to
address suggestions to the review committee which will take them into consideration comes revision
time.


The Consumer’s guide could be made available electronically on the web sites of the CSA and the
CCIR, and be accessed through a “quick link” from SEDAR and industry participants’ web sites.


Hard copies of the Consumer’s Guide could be provided by industry participants to consumers, on
request, within a reasonable delay from such request (again 5 working days would appear
appropriate). Industry participants would have the responsibility of downloading the Consumer’s
Guide from the regulator’s website and printing it. Industry participants should be informed sufficiently
in advance of any review of the Consumers’ Guide to avoid costly destruction of important obsolete
stocks of this document.







6


Consumers will be informed of the existence of this document in the Summary Document and how to
access it on the web or get a hard copy from the manufacturer, dealer or the sales representative.


We are of the opinion that the sales representatives should systematically offer the Consumer’s
Guide to every consumer on or immediately pursuant to opening his first mutual fund account or
purchase of a segregated fund contract.


6. Consumer’s Rights


We find the proposal to remove the rights of withdrawal and rescission totally appropriate in a context
where, as proposed in the Consultation Document, the Summary Document would be handed and
explained to the consumer prior to making his investment decision.   Where the sales purchase is
conducted over the telephone, or the Internet, then we feel that a consumer would need to be advised
of the importance of reviewing the document prior to making a decision and would need to waive his
right to receive the information before the sale could proceed.


Please note that we are not aware of any case where a subscriber to the Desjardins or Maestral
Funds has actually exercised his withdrawal right. We cannot confirm nor infirm as to subscribers of
our mutual funds being aware of their withdrawal right.


Finally, we see no point in replacing a two day withdrawal period by a longer (perhaps 15 days)
cooling-off period.


Conclusion


The tiered approach to disclosure documentation has a great deal of potential in terms of cost savings,
provided that all regulators in all jurisdictions accept the concept of “access equals delivery” across
Canada within a reasonable period of time.  If this does not happen, then we would propose as cost-
effective alternative the following solution:


1) The Mutual Fund Prospectus under NI 81-101 should be kept as is, except for the 
following:


• information pertaining to past performance and financial highlights should be taken out of the
prospectus as this is contemplated in proposed NI 81-106 on “Mutual Fund Continuous
Disclosure”, to avoid duplication of this information that will be found and updated in the
Management Reports of Fund Performance (hopefully on a biannual and not a quarterly
basis);


• general information on mutual funds should also be taken out of the prospectus to be put in a
better articulated and complete, standard for the industry, Consumer’s Guide, this as
suggested in the Consultation Paper;


• some space should be reserved at the very beginning of the prospectus and, for that matter,
of other disclosure documents (annual report, interim financial statements, annual information
form, etc.) to briefly, clearly and plainly explain the best way to efficiently consult this
document without having to read it from cover to cover.


This, in our opinion, should result in a somewhat leaner and less expensive prospectus, and
would also preserve the costly modifications that have been brought about by the implementation
of NI 81-101.


2) The prospectus should be handed to the consumer and its use clearly explained by the sales
representative on the first subscription the consumer makes in a mutual fund or family of mutual
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funds.  Consumers purchasing over the telephone or Internet would have to be made aware of
the location of the prospectus and given an opportunity to review it prior to proceeding with the
purchase.  Consumers would have to waive the right to review the prospectus if they did not wish
to read the material.  There would be no rescission rights for either mutual or segregated fund
purchases since there is ample protection under existing securities and insurance legislation
throughout the various jurisdictions in Canada.


3) A joint regulatory-industry Consumer’s Guide should be written and reviewed annually, taking into
consideration, whenever possible, suggestions from industry participants.  A permanent review
committee should be constituted, at the Joint Forum level, of representatives of CSA and CCIR
on the regulatory side and representatives of  IFIC and CLHIA on the industry side.


4) Mutual and segregated funds partaking of the same nature, we agree with the Joint Forum that
they be put, as much as this is possible, on the same level with regard to disclosure
requirements.   As such, we believe that our proposed approach will work for segregated fund
contracts as well as mutual funds.


As stated earlier, Desjardins Trust has prepared the comments of the Mouvement des caisses Desjardins
with additional input from Desjardins Financial Security.  We thank you very much for giving us the
opportunity to express our view on the Consultation Paper and the proposals therein. Should you wish to
do so, we will be happy to discuss any of the preceding with you.


Yours very truly


Yves Morency
Vice President Government Affairs
Fédération des caisses Desjardins du Québec
100, avenue des Commandeurs
Lévis (Québec)  G6V 7N5





























 


Fidelity Investments Canada Limited 
483 Bay Street, Suite 200 
Toronto, Ontario   
M5G 2N7 


 


 
 
      
 
 David S. Burbach 
 Tel:  (416) 307-7178 
 Fax:  (416) 307-5535 
 Email:  david.burbach@fmr.com 


April 30, 2003 
 
Stephen Paglia, Senior Policy Analyst 
Joint Forum Project Office 
5160 Yonge Street 
Box 85, 17th Floor 
North York, ON     M2N 6L9 
 
E-mail: spaglia@fsco.gov.on.ca 
 
Dear Sirs/Mesdames: 
 
Re: Consultation Paper  81-403, Rethinking Point of Sale Disclosure for Segregated 
Funds and Mutual Funds 
 
This letter is in response to your request for comments on Consultation Paper 81-403 (the 
“Paper”), which, if the concepts it contains are carried forward, would establish a new point of 
sale disclosure regime.  The following are the comments of Fidelity Investments Canada Limited 
(“Fidelity”).  
 
Fidelity’s Prospectus Experience 
 
Fidelity Canada is one of the largest managers of mutual funds in Canada, with more than $26 
billion under management in Canada.  We are part of a group of companies known as Fidelity 
Investments, the head office of which is located in Boston, Massachusetts. 
 
Fidelity Investments specializes in investment management for individuals, and has operations in 
a number of different countries located around the world.  The Fidelity Investments group 
manages a total of more than $925 billion in more than 275 mutual fund portfolios and other 
institutional accounts. We have significant experience in providing point of sale disclosure 
around the world.   
 
In Canada, Fidelity was at the forefront of prospectus innovation in 1997 when it developed an 
award-winning, plainly-written, well-designed document that generated praise from investors, 







 


advisors, and regulators.  Since that time, Fidelity has successfully refined its prospectuses, even 
within the rigid structure of National Instrument 81-101 (“NI 81-101”). 
 
 
General Comments 
 
Fidelity actively participated in formulating the Investment Funds Institute of Canada (“IFIC”) 
submission on the Paper.  We are in substantial agreement with the positions put forward by 
IFIC.   We wish to take this opportunity to emphasize what we view to be the most critical 
elements of the IFIC submissions. 
 
As an underlying principle, we submit that mutual fund managers should be given the flexibility to 
produce documents that are helpful to investors.  Managers are in the best position to determine 
what information is most valuable to investors and the most effective means of delivering the 
information.  This determination is dependant on the evolving needs of investors, the many ways 
mutual fund securities are sold, and on emerging technologies.  Rigid rules undermine the ability 
of managers to produce documents that are helpful to investors, both at the time such rules are 
published and as key factors change over time.  As evidence, consider NI 81-101 and the 
acknowledged disconnect between theory and practice. 
 
Flexibility should be supplemented by general principles designed to ensure that any mandatory 
point of sale disclosure documents contain information that is crucial to the purchase of mutual 
fund securities and that such information is delivered in an effective, clear way.   In that vein, we 
agree that Fund Summary documents should include information about a fund’s objective, 
strategy, risk, expenses, and where an investor can find more detailed information.  The 
inclusion of additional information should be left to the manager’s discretion. 
 
To clarify our use of the word “flexibility”, we submit that managers, while adhering to the 
general principles, should have the discretion to determine: 
 


• whether to produce documents on a fund family or single fund basis or both; 
• how to present the “crucial” information mandated for inclusion in the point of sale 


disclosure document; 
• what information is included in a Foundation Document; and 
• whether and how to provide performance information to investors. 


 
Again, these determinations are dependant on manager-specific facts.  As an illustration, 
consider a mutual fund manager that distributes though independent investment professionals 
compared to one that distributes directly to investors.  The Fund Summary produced by the 
former would be likely to include less information and would be different from the Fund 
Summary produced by the latter.  Each approach can be executed within the parameters of the 
general principles; each approach is helpful and protects the specific type of investor 
contemplated.    







 


Conclusion 
 
Although Fidelity has a number of concerns with respect to the Paper, we believe that the Paper 
represents a significant step forward.  We urge you to consider allowing mutual fund managers 
the flexibility to produce documents that effectively inform and protect investors, within the 
parameters of general principles.   
 
We appreciate the opportunity to comment on the Paper, and look forward to a continuing 
dialogue regarding the implementation of a fund disclosure regime that best serves the interests 
of investors.   
 
Yours very truly, 
 
[signed] “David S. Burbach” 
 
David S. Burbach 
Legal Counsel 








April 30, 2003


Mr. Stephen Paglia, Senior Policy Analyst
Joint Forum Project Office
5160 Yonge Street
Box 85, 17th Floor
North York, Ontario  M2N 6L9


Email: spaglia@fsco.gov.on.ca


Dear Mr. Paglia:


RE: Consultation Paper 81-403 – Rethinking Point of Sale Disclosure for
Segregated Funds and Mutual Funds


Franklin Templeton Investments Corp. (“FTI”) welcomes the opportunity to make
written submissions with respect to the Joint Forum of Financial Market Regulators’ (the
“Joint Forum”) Consultation Paper 81-403 (the “Consultation Paper”).


FTI is a wholly owned subsidiary of Franklin Resources, Inc., a global investment
organization operating as Franklin Templeton Investments. Through its subsidiaries,
Franklin Templeton Investments provides global and domestic investment advisory
services to the Franklin, Templeton, Bissett and Mutual Series mutual funds and
institutional accounts. In Canada, FTI has more than 650 employees providing services to
more than 1.8 million unitholder accounts and more than 200 pension funds, foundations
and other institutional investors.


Issues for Comment


We have the following comments with respect to issues raised in the Consultation Paper:


When must delivery of the Fund Summary document occur?


We support the proposal to have a fund summary document delivered before or at the
point of sale rather than after the sale has occurred if the corresponding result is to
remove the rights of rescission and rights of withdrawal for investors of mutual funds.


However, we believe that in adopting this approach it is essential to provide sales
representatives with the flexibility to choose to deliver the fund summary document
ahead of time or at the point of sale as the needs of particular clients may vary.  It was
unclear to us if the proposal in the Consultation Paper would permit “at” point of sale
delivery.  We believe that fund summary documents will be drafted in such a way that
they could add value to the decision making process at the time of sale.
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We believe that it may be not practical to make fund summary documents available to
investors before or at the time a sale is completed.  There may be circumstances where
investors are purchasing over the telephone or via the Internet.  We support the idea of
telling investors what the fund summary says in circumstances where delivery prior to or
at the time of purchase is impractical.


We also think that delivery could be achieved by advising clients where the fund
summary document can be accessed on the Internet supporting the principle that access
equals delivery.  Finally, we believe that investors should be given the opportunity to
waive their right to receive such documents prior to or at the completion of a sale.


Although we support the approach identified above, we do believe that National
Instrument 81-102 mutual funds continue to be at a competitive disadvantage to securities
sold in the secondary market place that do not require any point of sale disclosure.


Fund families in Foundation and Fund Summary Documents


We believe that foundation and fund summary documents must be permitted to describe
more than one fund.  Requiring these documents for individual funds will only duplicate
work for the fund managers and increase costs to the mutual funds and their investors.


Summary


We thank you for the opportunity to comment on the issues raised by the Consultation
Paper and we reiterate our support for the Joint Forum’s initiative.  We are supportive of
the general thrust of the Consultation Paper and we hope that you find our comments
useful.


In you have any questions regarding our comments, please feel free to contact me by
telephone at 416.957.6051 or by e-mail at lisa-johnson@franklintempleton.ca or my
colleague, Brad Beuttenmiller, Corporate Counsel at
416.957.6010/bbeuttenmiller@franklintempleton.ca.


Yours truly,


FRANKLIN TEMPLETON INVESTMENTS CORP.


“Lisa Johnson”


Lisa D.K. Johnson
Vice-President and Chief Counsel, Canada








April 25, 2003


Joint Forum of Financial Market Regulators
Joint Forum Project Office
5160 Yonge Street
Box 85, 17th Floor
North York, Ontario
M2N 6L9


Attention: Stephen Paglia, Senior Policy Analyst


Dear Sir:


Joint Forum of Financial Market Regulators (the “Joint Forum”) Consultation Paper 81-
403 Rethinking Point of Sale Disclosure for Segregated Funds and Mutual Funds (the
“Consultation Paper”)


I am writing on behalf of The Great-West Life Assurance Company, London Life Insurance
Company and Quadrus Investment Services Ltd, a mutual fund dealer subsidiary of London Life.
We greatly appreciate the opportunity to review and comment on the Consultation Paper.   We
specifically wish to congratulate the Joint Forum for the consultation process it has followed and
continues to follow in the development of the proposals embodied in the Consultation Paper.


Together with its subsidiary, London Life Insurance Company, Great-West serves the financial
security needs of more than nine million Canadians through a network of Great-West and
Freedom 55 Financial security advisors, and through brokers and marketing partnerships with
other financial institutions.   Great-West, together with London Life, is the leading provider of
segregated funds in Canada.


Quadrus Investment Services Ltd.is one of Canada’s largest mutual fund dealers, with over 3,000
registered mutual funds salespersons in all Provinces.
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Letter to Joint Forum of Financial Market Regulators
April 25, 2003


CLHIA Submission Supported


We have had an opportunity to participate in the development of the comments provided
to you by the Canadian Life and Health Insurance Association.  We fully endorse their
comments in their entirety.


The “Disconnect”


We strongly support the concept of an educated and informed financial services
consumer.  Similarly, we believe that every potential client who wishes it should be
provided with an appropriate level of information about the investment product they are
considering in order for them to make the right choice for their specific needs.  It has
been our experience that the format of current disclosure documents, for both segregated
and mutual fund products, accomplishes neither of these goals.  Current disclosure
materials are, despite the best efforts of issuers and regulators to simplify and make them
more understandable, overly complex, detailed and muddled.  Neither consumers nor
those authorized to distribute these products see the prospectus or information folder as
useful and informative documents.  This applies whether the materials cover 1 fund or
100 funds.  Consumer’s decisions do not appear to be made based upon the information
presented in the mandated disclosure materials, no matter how clear and concise it may
be.


Unbundling the Disclosure Materials


We strongly support the concept of “unbundling” the various forms of information
currently required at the point-of-sale.  We do not believe that it is the responsibility of
the issuer to take on the task of educating the consumer about general investment
concepts as part of the sales process.


We do believe that the issuer must provide information about the specific product being
purchased or contract being entered into.  We also believe that this information should be
provided in language that is readily understood, and in a format that is useful.  We agree
that too much information may dissuade the investor, however we also believe that we
should not excise relevant and important materials simply to save space.


“Fund” versus “Family” Disclosure at Point of Sale


We strongly oppose the proposal that a “fund summary document” be limited to only one
fund, rather than incorporating all funds available to the client under their particular
agreement with the fund manager or insurer.
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Most clients investing in mutual and segregated funds invest with companies that offer
“families” of  funds.  This allows them to invest in multiple funds and thus achieve some
level of diversification, but it also allows them to switch from one fund type to another
within the family over the years, to accommodate changes in their risk profile and the
investment environment in general without incurring costs that may apply if they move
outside the family.


It has been our experience that greater than 70% of our clients invest in more than 5
funds at a time, either directly or indirectly through investing in asset allocation funds.
Just under 10% invest in only one fund..  Requiring separate fund documentation to be
delivered at point of sale would create an untenable situation for any advisor that offers
more than a few funds.  Similarly, it would make it more difficult for clients wishing to
quickly compare amongst funds available to them within a fund family.  This approach
would ultimately create limited or no cost savings to the funds either, as it would be
necessary for every representative to carry separate disclosure material for all funds
offered – the total volume of materials for 60 funds would be comparable to the current
information folder, for example.


We are convinced that a simple, clear, easy to follow summary document can be created
that presents useful information on the entire fund family available to the client without
overwhelming the client.  In fact, we think that without the comparison information,
consumers would not be properly informed of their rights and options.  This is especially
the case for variable annuity (segregated fund) contracts, which are by their very nature
contracts between the insurer and the consumer providing for the opportunity to move
between funds at any time.


Consequently, we cannot accept any solution that limits the insurers ability to fully
inform their client regarding their migration rights under the contract at point of sale.
Similarly, for purposes of harmonization, mutual fund families must not be restricted
from providing a family based summary document at point of sale.


“Access Equals Delivery”


We strongly support the concept of “access equals delivery”, coupled with clear
instructions to the consumer as to how they can obtain paper copies of the Foundation
Document and the Continuous Disclosure Record.  Today’s financial consumer has many
sources of information  - newspaper, advisors, columnists and internet to name but a few.
Much of this information is more timely and more specific to the consumers needs than
the material required to be disclosed in the current point-of-sale materials.  Requiring all
unitholders to bear the cost of producing materials that are of little or no value to the vast
majority is counterproductive and counterintuitive.
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Consumers who want this material, and there are very few of them, can obtain them
directly through the internet, or directly from the agent or issuer upon request.  We
believe this is a much fairer way to deal with the costs of producing this material.  We
believe that the costs charged against the fund will drop dramatically if the issuer is
required to provide a paper copy only to those consumers who actually want to receive it.


We do not support a proposed approach that would require the issuer to deliver the
detailed materials to consumers unless they indicate that they do not want it.  This reverse
approach would require full print runs at the outset, because the issuer would have no
idea how many consumers would refuse delivery.  There would be no cost savings, and
potentially a great deal of wasted paper.  In addition, the current regime effectively
allows for this approach - clients can throw out their prospectus/folder at the point-of-sale
if they do not want to read it, and it appears that that is exactly what most people do.


We believe that consumers, when presented directly with a useful summary of
information of direct, practical importance to them at the point-of-sale, will be able to
decide for themselves if they want more details or not.  If they do, they can ask for it
immediately from the representative, or review the materials available to them on the
internet.  This approach recognizes that consumers also have a duty to give consideration
to their personal investments and can be empowered to obtain information that is of
relevance to themselves personally.


Again, we are very impressed with the work that has gone into this Consultation Paper
and, subject to the comments above and in the CLHIA response, strongly support the
initiative.  We would be pleased to discuss any of our responses with you in more detail
at your convenience.


Yours truly,


Rick Rausch
Senior Vice President
Great-West Life
London Life








April 30, 2003


Stephen Paglia, Senior Policy Analyst
Joint Forum Project Office
5160 Yonge Street
Box 85, 17th Floor
North York, ON     M2N 6L9


E-mail: spaglia@fsco.gov.on.ca


Dear Mr. Paglia:


Re: IFIC’s Response to Consultation Paper 81-403, Rethinking Point of Sale
Disclosure for Segregated Funds and Mutual Funds


Background


We are writing to you on behalf of The Investment Funds Institute of Canada (“IFIC”)
81-403 Working Group (the “Working Group”).


IFIC is the national association of the Canadian investment funds industry, representing
nearly 100% of the total mutual fund assets under management in Canada.  IFIC’s
membership is comprised of mutual fund managers, retail distributors and affiliates from
the legal, accounting and other professions.


We appreciate this opportunity to comment on the proposals and commend the Joint
Forum for its initiative and consultative process. At the request of OSC representatives,
IFIC had provided some preliminary comments on March 18, 2003. The comments below
variously reflect and depart from IFIC’s preliminary position on the issues.


General Comments


We applaud the Joint Forum’s recognition that mutual fund prospectuses serve neither
consumers nor the industry particularly well and that disclosure requirements should treat
investment products consistently. We are heartened by the general thrust of the Paper
and are fully supportive of efforts to make a cost-efficient disclosure system relevant,
reliable and accessible to investors.


We have received general support from our Membership for the proposal to ‘unbundle’
the existing disclosure documents and implement the proposed four-part disclosure
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system. The ‘access equals delivery’ approach has also received enthusiastic
endorsement.


Summary of Recommendations that Depart from the Proposals


We recommend:


• that the Foundation and Fund Summary documents together should constitute one
disclosure package;


• that the Joint Forum establish principles for document content rather than
mandate strict form of disclosure;


• that managers be permitted to create Foundation and Fund Summary documents
for fund families;


• that some of the information which has been proposed to be imported to the
Foundation document from the Annual Information Form be eliminated;


• that time-sensitive information, e.g. fund performance data, be referenced in the
Fund Summary document and be presented on the fund company web-site or
SEDAR for ‘just in time’ printing;


• that ‘access equals delivery’ be applied across the board for all documents,
including the Fund Summary document; and


• that a consumer’s pre-purchase due diligence be formalized in writing and
administered by the dealer.


Response to Specific Request for Comments


Issue #1: Disconnect Between Theory and Practice


We agree with the Joint Forum’s description of the disconnect between theory and
practice on page 12 of the Paper. The major relevant difference between segregated funds
and mutual funds that should be borne in mind is the legal structure: i.e. contract versus
ownership in a trust or corporation.


Issues #2 and #12: Elimination of Cooling-Off Period and Preservation of Consumer
Protections


You have asked us to comment on experiences with the rights of rescission and
withdrawal. We understand that on the infrequent occasions the rights have been
exercised, the investors have ordinarily been sophisticated and have used the rights in
order to obtain a free put option, with the consequence that all other investors in the fund
are harmed1.


                                                                
1 Attached is a copy of an IFIC submission dated December 11, 1998 detailing some of the problems and
inconsistencies of the rights of withdrawal and rescission granted to mutual fund investors under provincial
and territorial securities legislation.
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You have asked us to comment on cooling-off periods in the context of mutual fund
sales. Response from our Membership suggests that there should be no cooling-off
period; instead there should be a requirement that disclosure documents be made
available before the trade.


We consider that basic consumer protections in the sales process are addressed in
securities regulations, Mutual Fund Dealers Association rules and IFIC guidelines. We
think that those protections along with the overall plan for fund disclosure, access to
information and preservation of fundamental client redress mechanisms, including the
right to sue for misrepresentation, ensure the preservation of essential consumer
protections.


In supporting the elimination of the post-purchase “cooling-off” period and making the
above recommendations, we are not suggesting that consumers bear all responsibility. In
the proposed disclosure system, fund managers will remain responsible for currency,
accuracy and availability of fund information, which will include coordination with
SEDAR and dealers. Dealers will be responsible for ensuring consumers are aware of the
features and availability of the disclosure documents and will administer a formalized
consumer due diligence process (discussed on page 6 of this letter).


Issues #3, #5 and #6a: Foundation and Fund Summary Document Access – SEDAR
vs. Fund Company Web-site


The proposals suggest that operators should post the Foundation document and the
continuous disclosure documents for each fund they manage on their web-sites. We
understand that companies use their web-sites extensively already and are in favour of
increased use of the internet to make disclosure documents available.


We have been asked to comment on the usefulness of SEDAR for accessing individual
disclosure documents about a mutual fund. SEDAR has great potential, but it is very
difficult to use. We support the use of SEDAR and are of the view that it could be a
useful, comprehensive (but not exclusive) source of information. The optimal result
would be to improve SEDAR and also encourage managers to post documents on
company web-sites or make such information available through toll-free telephone lines
or other existing avenues of distribution. We would encourage as many information
distribution channels as possible, provided that the fund manager remains the primary
source and responsible for currency and accuracy of fund information.


Issues #6e, #8 and General Comment: Foundation and Fund Summary Document
Content


You have not specifically asked for comment on the content of the Foundation document.
The Paper proposes that the Foundation document serve as the fund’s base disclosure
document. The Fund Summary document is proposed to highlight key aspects that are
considered most necessary for making investment decisions.
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We propose a fundamental departure from this model. We recommend moving away
from the theoretical concepts of “base disclosure” (represented by the proposed
Foundation document) and “point of sale disclosure” (represented by the proposed Fund
Summary document) and recommend instead that the Foundation and Fund Summary
documents combined should represent one disclosure package, one “liability bundle” as it
were. We still support the concept of a compact Fund Summary document, but
duplication of information would be eliminated, and fund managers would have the
flexibility to decide what information should go in each document in response to market
interest. That would mean that consumers should be aware that both documents exist and
should have an opportunity to review them prior to purchase.


We encourage the Joint Forum to establish and regulate principles rather than mandate
strict forms of disclosure. The mutual funds industry has demonstrated that it is able to
produce user-friendly documents, when given the latitude to do so, without being tied to
form requirements. Properly articulated and enforced principles are sufficient to ensure
an acceptable level of disclosure.


We have been advised that some of the information in the current Annual Information
Form (the “AIF”) is irrelevant to investors and advisors, so ideally the proposed
disclosure features of the Foundation document would include much of the information
currently in the Simplified Prospectus but could eliminate some of the proposed
information from the AIF. The mock Foundation documents submitted with this letter
provide examples of what mutual fund managers may consider to be important
information for investors to review and understand.


We recommend that it be a requirement that the Fund Summary document make
reference to key information consumers should consider prior to making an investment
decision and where that information can be found. We generally support the thinking in
terms of the key information that might appropriately be included in the Fund Summary
document on page 27 of the Paper (other than performance information), with the
following comments:


• An IFIC Risk Classifications Working Group is considering recommendations
regarding an industry risk classification standard and may recommend the
endorsement of a risk classification standard and inclusion of risk classifications in
the Fund Summary.  This approach would be much more helpful for advisors and
investors.  Detailed explanations of risk are more suited to a Foundation document.


• MER is important and should be explained in way that investors can truly understand.
MER is audited only once a year and does not change much year to year. We
therefore recommend that MER be included in the Fund Summary document and be
given some prominence. In our Members’ experience, explaining all of the detail (i.e.
the key components) about what expenses are captured in an MER makes a simple
explanation impossible. Leave the detail for the Foundation document or the
Consumers’ Guide.
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• The only important disclosure about operations of a fund is information about the
manager and the portfolio advisor of a fund. Any other operational information
should be included in the Foundation document.


Neither an evergreen document nor a static Fund Summary document may be an
appropriate place for fund performance. We recommend that the location of the most
current performance information should be made clearly available to potential
consumers. If managers wish to produce glossy Fund Summary documents, then the
location of current performance data only would be provided. Alternatively, a ‘just in
time’ Fund Summary document (which would be dated) could include performance
information and be printed from a fund company web-site or SEDAR. In any event, we
consider that performance has a bearing on investment decision-making and, at a
minimum, the location of fund performance data should be referenced in the Fund
Summary document.


In question 6e, you have asked us to comment on filing requirements. We recommend a
review to ensure compliance with the principles on a random basis.  Receipts should not
be necessary.


Issues #4 and #9: Individual Fund vs. Fund Family Approach for Foundation and
Fund Summary Documents


We believe that requiring a separate document for each fund is a fundamental flaw of the
paper. Investors may wish to consider families of funds, not individual funds. Requiring
individual summaries makes the buying process much more complex for investors. As
well, we anticipate that advisors do not and will not keep numerous one-page documents
in their briefcases for each fund, and individual Fund Summaries may create needless
repetition, work and cost for a manager, all of which costs would impact investors.


We recommend that fund managers be allowed to create investor-friendly documents
with all salient information in a format that is helpful to both the investor and the advisor.
For the best results, we recommend that the form of that disclosure not be regulated.
Managers should be permitted to create Fund Summary documents for families of funds
governed by modified content principles (with reference to page 27 of the Paper). We
provide an illustration of what a fund family Fund Summary document might look like in
the enclosed Fidelity Investments mock document. The sample illustrates that a fund
family approach does not have to result in a lengthy document.


Fund family documents are highly desirable, but only if managers are given the flexibility
to make them work. With flexibility, managers will be able to impart salient information
in a short document that advisors might actually use.


Issues #6b/c/d and #7: Fund Summary Currency and Distribution


You ask about the practical problem of updating Fund Summaries and ensuring that the
updated versions are used appropriately by sales representatives. We recommend that all
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time-sensitive information that has the potential to mislead (e.g. performance) be
excluded from static Fund Summaries and require that managers update the document no
less than once per year.  Dealers already have systems in place to disseminate updated
documents.


The requirement for salespersons to review Fund Summary information with investors
during the sales process has caused some confusion within our Membership. Questions
have been raised about how active presentation of information would play out in various
sales scenarios. For example, Members have identified that some channels are
predominantly telephone or electronic, not face-to-face.


We recommend that instead of the requirement that salespersons review the fund details
with clients, the concept of consumer responsibility should be introduced in the new
model. The importance of pre-purchase review and digestion of information needs to be
emphasized. Consumers should be required to acknowledge that they have reviewed the
Fund Summary and Foundation documents and other information referenced in the Fund
Summary document (e.g. performance information) to their satisfaction and have
satisfactorily addressed questions prior to purchase OR formally waive their right to
review this information. This acknowledgement could be provided in writing in face-to-
face sales or by clicking a reviewed/declined option in the case of telephone or internet
sales. This will have the dual advantage of reinforcing to investors their responsibility to
do their due diligence and will provide the necessary protections for both parties in the
absence of a cooling-off period. Administration of this due diligence formality would be
the responsibility of the dealer.


We therefore recommend that the face-to-face sales process need not be given particular
emphasis in the general discussion of disclosure. ‘Access equals delivery’ across the
board for all information, including the Fund Summary document, is recommended,
coupled with an emphasis on the duty of the investor to make an informed decision.


As well, we caution against wording that may cause confusion. We note particularly,
under the discussion of the Fund Summary document in the fifth paragraph on page 27 of
the Paper, the concepts “offer” and “in a meaningful way” are imprecise and open to
interpretation.


You have asked about information needs of consumers investing on a periodic basis. It is
our view that access to or delivery of disclosure documents should only be necessary on
the establishment of the automatic plan.


Issues #10a/b/c and #11: Consumers’ Guide Ownership, Distribution and Content


The Joint Forum has raised some practical issues related to the Consumer’s Guide,
including ownership and distribution of the Guide. We recommend that the regulators
should own the document. Industry participants should have the ability to propose
changes. If their submissions are of a time-sensitive nature, the document should be
revised immediately. If not time-sensitive, but helpful, submissions should be
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incorporated once per year. The Consumers’ Guide should be widely available on
SEDAR, other regulatory web-sites, on manager and dealer web-sites, and in paper form
in dealers’ offices.


We recommend that disclosure of the availability and location of the Consumers’ Guide
should be mandated components of the Fund Summary document.


We recommend, as with all disclosure documents, that consumers self-select the
information they want to review before the investment purchase. We see only benefits to
the salesperson if he or she adds service value by offering this and other disclosure
documents to the potential consumer and by acting as a resource person in answering
questions.


You have asked us to comment on the content of the draft Consumers’ Guide in
Appendix 1 of the Paper. We are pleased that the content and language of the document
are accessible without being overly simplistic and have no recommendations for
improvement at this time. We have received some comment that the document should
separate the mutual fund and segregated fund information to avoid confusion.


Issue #13: Cost-Benefit Analysis


The Joint Forum seeks our views on the costs versus the benefits of the proposals. We
anticipate that the ideal form of regime will result in disclosure documents that advisors
and investors can and will use, delivered at a reasonable cost, without a diminution in
investor protection. Investors would also benefit directly because reductions in the costs
of printing and mailing will reduce expenses otherwise paid by the funds.


Mock Fund Summary and Foundation Documents


We submit with this letter two mock Fund Summary documents and accompanying
Foundation documents and are very grateful to Fidelity Investments and RBC Funds Inc.
for preparing them for us. They offer a couple of possible approaches to illustrate how
fund companies may choose to present information under the proposed more flexible
regime.


Conclusion


We wish to conclude by again applauding the Joint Forum’s initiative. We are supportive
of the general thrust of the Consultation Paper and trust that the recommendations above
and mock documents enclosed will be helpful.


The proposed new disclosure regime will be flexible and will allow documents to evolve
over time. Broad use of the internet will minimize transition costs for the industry and
will diminish costs for investors. Consumers will read the information, advisors will use
the information, and reliability, currency, and access of information will enhance investor
confidence.
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We welcome and look forward to the opportunity to discuss these matters with you
further. Please feel free to contact the undersigned by email at jmountain@ific.ca or by
telephone at (416) 363-2150 x271 or Sarah Thomson by email at sthomson@ific.ca or by
telephone at (416) 363-2150 x223 should you have any questions or if you require
clarification about any of our comments.


Yours truly,


THE INVESTMENT FUNDS INSTITUTE OF CANADA


ORIGINAL SIGNED BY J. MOUNTAIN


John Mountain
Vice President, Regulation


Attachments
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December 11, 1998


Mr. Robert B. Bouchard
Chair, CSA Mutual Fund Committee
c/o  Manitoba Securities Commission
Woodsworth Building
1128-405 Broadway Avenue
Winnipeg, Manitoba
R3C 3L6


Dear Mr. Bouchard:


Re:      Rights of Withdrawal and Rescission


Over the past few years, an issue that has become one of concern to Members of The Investment
Funds Institute of Canada  (AIFIC@) is the inconsistency of the rights of withdrawal and rescission
granted to mutual fund investors under provincial and territorial securities legislation. Our
concern is that these inconsistencies, and the remedy for the right of withdrawal, can lead to
investor prejudice.


We understand that there is a sub-group of the Mutual Fund Committee of the Canadian
Securities Administrators (the ACSA@) that is or will be examining this issue and accordingly we
thought it appropriate to direct this letter to you. 


We are also forwarding a copy of this letter to Glorianne Stromberg, who has undertaken a
review of a broad range of issues impacting mutual fund investors on behalf of the Consumer
Affairs department of Industry Canada.   We understand that this is one of the areas she may
have canvassed in her report.


BACKGROUND


The Rights
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The right of withdrawal allows a purchaser of mutual fund securities to withdraw from a
purchase and receive the purchase amount and any fees paid in connection with the purchase.  It
is not available in New Brunswick, Quebec, and the Territories.


The right of rescission allows a purchaser to redeem mutual fund securities and receive the lesser
of the redemption amount and the purchase value, plus any fees paid in connection with the
purchase.  It is available, generally in different forms, in each jurisdiction up to a maximum
purchase of $50,000.


Report on Mutual Funds – 1969


The first extensive examination of these rights in the context of the mutual funds industry was
done in the Report on Mutual Funds – 1969 (the “ 1969 Report”).  The authors of the 1969
Report carefully examined the purpose and operation of these rights and ultimately concluded
that a single right of rescission should be granted to investors. This right of rescission should be
connected to the delivery of the trade confirmation and exercisable up to 7 days after receipt of
the trade confirmation.  It was believed that linking the right to the delivery of the trade
confirmation would motivate distributors to process transactions as quickly as possible.  The
1969 Report states that “the time when the investor is most likely to reconsider his decision, and
the time from which the rescission period for sales of mutual fund shares or units should run, is
the receipt of the confirmation….” (p.562). 


Securities legislation in several jurisdictions at the time of the 1969 Report also granted
purchasers a right of withdrawal linked to the delivery of the prospectus.  The authors of the
1969 Report contended that the prospectus was of “scant value” to many investors and that until
prospectus disclosure was significantly improved,  delivery of the prospectus would not allow for
the “adequate and detailed consideration” by an investor necessary to make such a right
effective.


The Stromberg Report


Commissioner Stromberg touched on the issue of rights of withdrawal and rescission in her 1995
report entitled ARegulatory Strategies for the Mid-90=s - Recommendations for Regulating
Investment Funds In Canada@ (the AStromberg Report@).  She noted that industry participants
queried whether it was appropriate to apply statutory rights of withdrawal and rescission to the
sale of mutual fund securities.  They reported that the right of withdrawal allowed some investors
to engage in market timing and opt to either redeem a purchase if the value of securities had gone
up, or withdraw if the value had gone down.  In the case of a withdrawal, the investor recovered
any amounts he or she paid to the dealer in connection with the purchase. 
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Commissioner Stromberg acknowledged that the right of withdrawal could be abused in this
manner, which would clearly circumvent its intended purpose. As a result, she recommended that
the right simply provide that the amount recoverable by an investor be limited to the lesser of the
amount paid to purchase the securities or the net asset value of the securities next determined
after the notice of exercise of the right was given.  In either case, any sales charges would also be
returned to the investor.


IFIC==s Administrative Steering Committee


Several Members of IFIC have reiterated the concerns identified in the Stromberg Report.
During periods of recent market volatility, they have expressed concern over the lack of
uniformity of the rights across jurisdictions and corresponding difficulty in applying them to
specific situations.  Perhaps more importantly, the lack of uniformity creates difficulty in
disclosing the rights to investors.  The necessarily vague disclosure diminishes the likelihood that
investors will understand their rights and assert them in appropriate situations.


The IFIC’s Administrative Steering Committee reviewed the rights of withdrawal and rescission
under the securities legislation of all jurisdictions and noted the following:


! The Amarket timing@ activities connected to the right of withdrawal as noted by
Commissioner Stromberg are prejudicial to the remaining investors in a fund;


! Not all jurisdictions grant a right of withdrawal (i.e. New Brunswick, Quebec and the
Territories do not);


 
! Certain jurisdictions that do not grant a right of withdrawal have a right of rescission that


is connected to both the delivery of the prospectus and the trade confirmation;
 
! The right of withdrawal, where granted, has incorporated in it the concept of the dealer


acting as Aagent@ of the purchaser, which impacts on whether a prospectus must be
delivered to the purchaser; and


 
! There is no statutory time limitation on the exercise of the right of withdrawal, as there is


with the right of rescission.


The Administrative Steering Committee struck a sub-committee (the ASub-committee@) to look at
these issues in more depth and formulate recommendations to the CSA.   IFIC also prepared a
memorandum to Members summarizing the rights of withdrawal and rescission under securities
legislation throughout Canada and suggesting some best practices they could adopt to fulfil the
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obligations to deliver prospectuses and trade confirmations.  A copy of that memorandum is
attached for your reference.


The Sub-committee has sought and received the input of IFIC Members on these issues and has
endeavored to reflect them in the specific submissions and recommendations detailed below.


RECOMMENDATIONS


Proposed Single Right of Rescission


IFIC strongly recommends that securities legislation in all jurisdictions be amended to grant only
one right to mutual fund investors nationally, which would replace the existing rights of
withdrawal and rescission.  For clarity, we want to confirm that this proposal extends only to
rescissions of purchases of mutual fund securities as linked to the delivery of the prospectus
and/or trade confirmation.  We in no way intend to touch on or propose any changes to the
rescission rights granted to investors where there has been a misrepresentation in a prospectus. 


The right we propose would allow investors to rescind a purchase of mutual fund securities on
certain conditions (outlined in more detail below) and to receive the lesser of the amount they
paid on purchase or the net asset value next determined after giving notice of exercise of the
right.  They would also be entitled to a refund of any sales or other charges they may have paid
in connection with the purchase.


This proposed single right of rescission represents a hybrid of certain recommendations made in
the 1969 Report and the Stromberg Report, as well as certain concepts contained in the securities
legislation of jurisdictions that only grant a single right. It is similar to the right provided under
federal securities legislation in the United States.  


We envision it having the following elements:


• The right is linked to the delivery of both the prospectus and the trade confirmation. Where
there is no obligation to deliver a prospectus and confirmation, then there is no corresponding
right.  We believe that comments made about the usefulness of the prospectus in the 1969
Report are not applicable today. The reformulation of National Policy No. 36 through
National  Instrument 81-101 (“NI 81-101”) and the initiatives that the industry have taken to
improve prospectus disclosure indicate that good prospectus disclosure  and delivery of the
prospectus is perceived to be critical to the investing process. We also support the
continuation of linking the right to the delivery of the trade confirmation as supported by the
comments in the 1969 report.  Accordingly, we feel that the right should be connected in part
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to prospectus delivery and delivery of the trade confirmation, to ensure there is motivation to
continue to deliver both of them in a timely fashion.  In this submission we intend that the
term “prospectus” include the simplified prospectus or any disclosure document that may
replace the simplified prospectus, such as the fund summary.


• Prospectuses and trade confirmations should continue to be delivered within the current
requirements of applicable securities legislation. However, we believe the prospectus
delivery requirement should be subject to the elimination of the concept, where applicable, of
the dealer acting as Aagent@ of the purchaser in the case of purchases of  mutual fund
securities, as discussed in more detail below. We understand that the issue of timing of the
delivery of the prospectus may be discussed in more detail in the context of NI 81-101.


• An investor who receives both the prospectus and trade confirmation has the right to
rescind the purchase within two business days of receipt of the confirmation of trade.  We
believe this approach motivates industry participants to deliver both the prospectus and the
trade confirmation in a timely way. It gives the investor the opportunity to consider his or her
investment decision based on the prospectus disclosure and trade confirmation before the two
day time period begins to run.  There has been considerable discussion about whether a
monetary limit, such as the current $50,000 limit for rescission , should be continued.  If such
a limit is retained, we think it would be appropriate to make it more reflective of the current
view of who is a “sophisticated purchaser” by setting it at some higher number, such as
$150,000.


• An investor who does not receive both the prospectus and the trade confirmation has the
right to rescind the purchase within 7 days of receipt of his or her next statement of
account.  The rescission right we propose is not left open-ended but instead is closed off
within a specified number of days of the receipt by the investor of his or her next account
statement. An investor should by then have had ample opportunity to consider the investment
decision he or she made. This right will be available to investors who do not receive both the
prospectus and the trade confirmation and reinforces the importance of ensuring timely
delivery of both of those items.  We also recommend that investors be notified of this right in
the account opening form and account statement, so that if they somehow do not receive a
prospectus, they will still be aware of it.


 


• Notice of the rescission would have to be given in writing to the dealer by the investor, or
to the fund company in its capacity as principal distributor of the fund in the case of
purchases made from fund companies that sell directly to the public.


• On exercise of the right of rescission, the purchaser would receive the lesser of the
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purchase price of the securities or the net asset value of the securities next determined
following receipt of the notice, along with any commissions or other charges paid in
connection with the purchase.  This addresses the concerns raised in the Stromberg Report
concerning abusive “market timing” practices that circumvent the purpose of the right of
rescission and ensures the right is being exercised in appropriate circumstances.


Elimination of Right of Withdrawal and Concept of Agency


The practical effect of the single right of rescission we propose is, in our view, similar to that
which would be achieved if the recommendations contained in the Stromberg Report were
adopted.  The amount an investor would receive on the exercise of the right of rescission is the
same as that proposed in the Stromberg Report under the modified right of withdrawal.


However, our proposal differs significantly from the Stromberg Report in that it contemplates
entirely eliminating the right of withdrawal for mutual fund purchases.  The key reason for this
recommendation is that where the right of withdrawal is provided in certain securities legislation,
there is linked with it the concept of a dealer acting as Aagent@ of the purchaser. This concept
impacts on whether a prospectus must be delivered to a purchaser and accordingly, on the right
of withdrawal.  Arguably, a mutual fund dealer that receives a front-end load sales commission
from an investor could be considered to be acting as Aagent@ of the investor and therefore not be
required to deliver the prospectus to the investor, if the dealer has a copy.


However, it is the experience of IFIC Members and the understanding of IFIC staff that the
securities commissions are of the view that mutual fund investors must receive the prospectus,
regardless of whether the dealer is acting as agent.  IFIC Members are of the view that the
agency concept does not make sense in the context of mutual fund sales and that it was and is
probably more appropriately applicable to sales of non-mutual fund securities.  In addition, the
adoption of a single right would eliminate inconsistencies and make disclosure easier, thereby
benefiting investors.


In making this recommendation, we are aware that investors in jurisdictions where this right
exists would no longer enjoy any rights for purchases greater than the specified dollar amount,
for example, $150,000.  We believe that this is acceptable from a policy perspective.  The rights
are intended to protect the unsophisticated investor who may not fully understand the
implications of an investment decision.  As in other areas of securities legislation, we submit that
it is appropriate to define whether or not an investor is sophisticated based on the dollar size of
the transaction.


For all of these reasons, we are recommending that the CSA consider eliminating the right of
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withdrawal as it applies to mutual fund purchases and instead adopt the single right of rescission
described above.


In the event that the CSA is not convinced that removal of the right of withdrawal is in the best
interests of investors, notwithstanding the arguments made above, then we submit that the
remedy available on exercise of the right of withdrawal should be limited to the lesser of  the
purchase price or the net asset value next determined following the notice of the exercise of the
right.  This approach would address Commissioner Stromberg’s and the industry’s concerns
about abuses of the right, but it lessens any possible perception that a right is being taken away
from investors.


Objectives Achieved


We believe adopting a single right of rescission would achieve many important objectives,
including:


• addressing the potential abuses discussed in the Stromberg Report by eliminating the
opportunity to select withdrawal or redemption depending on market activity and fluctuations
in the values of mutual fund securities purchased;


• simplifying statutory rights for purchasers, and thereby the prospectus disclosure relating to
statutory rights, to ensure that the rights are understood and exercised in appropriate
circumstances;


• creating uniformity across jurisdictions and greater certainty for investors and industry
participants; and


• clarifying and making more consistent the manner in which the rights are exercised and how
they are administered at the dealer and fund company levels.


What Would Change Under this Proposed Single Right of Rescission?


The following key changes would result from the adoption of a single right of rescission:


• the right of withdrawal and concept of “agency” for mutual fund purchases would be
eliminated;


 


• the amount to which an investor is entitled on exercise of the proposed right of rescission
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would not allow for the automatic return of the purchase amount currently contemplated
under the right of withdrawal where that is available;


• an investor’s right would be limited to purchases of less than a specified dollar amount i.e.
$150,000; and


 


• the time within which the right of rescission is exercised would not be open-ended.


Conclusion


Almost thirty years have elapsed since the publication of the 1969 Report. Since then, only the
Stromberg Report in 1995 has reviewed and discussed in so much detail the issues affecting the
mutual funds industry.  An important period of improvement and change has followed the
Stromberg Report and presents, we believe, an ideal opportunity to address issues of significance
to the mutual funds industry.  Accordingly, we want to draw the attention of the CSA to the issue
of rights of withdrawal and rescission and strongly encourage them to consider reviewing these
rights and implementing the recommendations set out above.  We believe they strike a fair
balance and  serve the interests of  investors.


Should you have any questions or require further information, please do not hesitate to contact
me at 363-2158 or Leslie Byberg, Senior Counsel, Regulation, at 363-2158 ext. 473.


Sincerely,


THE INVESTMENT FUNDS INSTITUTE OF CANADA


Per: Honourable Thomas Hockin,
President and Chief Executive Officer


CC: Members of the CSA Mutual Fund Sub-Committee
Commissioner Glorianne Stromberg, Ontario Securities Commission
John Mountain, IFIC
Laurie Gillett, IFIC
IFIC Rights of Withdrawal and Rescission Sub-committee
IFIC Administrative Steering Committee
IFIC Regulatory Steering Committee
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FEES AND EXPENSES


There are a variety of fees you will be charged if you decide to invest. Some of these you will pay
directly, like a sales commission. Other fees, often referred to as indirect expenses, are collected
from the assets of the funds. Indirect expenses lower the returns you wold have received if thee
were no indirect expenses. The largest indirect expense is the management fee we collect for oper-
ating the funds. Out of the management fee we pay a variety of costs, including trailer fees to your
advisor. The measurement of a fund’s indirect expenses is the Management Expense Ratio or
“MER”. Refer to the Fund Table for the management fee and the MER for each of our funds. In
some cases, depending on a number of factors, we may reduce the management fee for some
investors by paying a management fee distribution. 


The direct expenses you may pay are sales commissions. There are two
types of commissions:


■ Initial sales charge – You can choose to buy Series A or Series T units
of a fund under the initial sales charge option. That means you pay
from 0% to 5% when you buy a Fund. You and your advisor negotiate
the amount you pay. 


■ Deferred sales charge – You can choose to buy Series A or Series T
units of a fund under the deferred sales charge option. That means you
pay a fee if you redeem your units within six years of buying them.
Your charge is based on the original cost of your units and how long
you held them. The Deferred Sales Charges table shows the deferred
sales charge schedule. We pay your advisor 4.9% when you buy. 


You may also pay transfer charges (0% to 2% if you decide to move between funds), change fees
(0% to 2% if you decide to move between series of one fund), and short-term trading fees (0% to
2% if you decide to move out of a fund within 90 days of buying it).


DISTRIBUTIONS


Our funds pay distributions from time to time, depending on the fund, the series, the performance
of the fund, and our efforts to optimize taxes. Distributions can be made up of income, capital gains,
and returns of capital. Refer to the Foundation Document for more details about distributions.


TAX AND RSP FUNDS


All of our funds are can be held in RRSPs and other registered plans. Some are considered foreign
property and therefore subject to a limit. Non-foreign property funds, we call them “Cdn” in the
Fund Table, are not subject to a limit. An RSP fund gives you investment exposure in foreign mar-
kets, by trying to track the return of a corresponding fund with a foreign mandate, without the RSP
limits. RSP funds have lower performance than their corresponding funds because they use compli-
cated derivative strategies that add expenses and because of imperfections in tracking performance.
RSP funds are distinct from corresponding funds and have special risks that are described in the
Foundation Document.


Tax is a complicated area. We recommend that you obtain advice to understand the taxation
implication of your fund investments.
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WHERE CAN I GET MORE INFORMATION? 


You can get a copy of a fund’s Foundation Document, most recent Management Report, and
updated performance information at no cost by calling us at 1 800 263-4077, sending an e-mail
to cs.english@fmr.com for English language versions or sc.francais@fmr.com for French language
versions, or by asking your advisor. 


You’ll also find these documents on our website at www.fidelity.ca or at www.sedar.com.


Also consider requesting a Consumers’ Guide. It provides general information about mutual
funds. You can get one in the same ways mentioned above. 


YOUR LEGAL RIGHTS


As an investor, you are given legal rights for your protection. These rights are different in
each province and territory in Canada. If you want to learn more about these rights, review
the Foundation Document or contact your local regulator. Contact information is available
at www.csa-acvm.ca.


WHO IS FIDELITY AND WHAT DO WE DO?


Fidelity Investments has been in business for more than 50 years and is the largest mutual
fund company in the world with more than 15 million investors. Fidelity companies provide
most of the important services to the Fidelity funds, including investment management.


DEFERRED SALES CHARGES
you’ll pay 


If you redeem units a charge of


... during the first year you own them 6.0%


... during the second year you own them 5.5%


... during the third year you own them 5.0%


... during the fourth year you own them 4.5%


... during the fifth year you own them 3.0%


... during the sixth year you own them 1.5%


... after six years of owning them zero
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Our funds pay distributions from time to time, depending on the fund, the series, the performance
of the fund, and our efforts to optimize taxes. Distributions can be made up of income, capital gains,
and returns of capital. Refer to the Foundation Document for more details about distributions.


TAX AND RSP FUNDS


All of our funds are can be held in RRSPs and other registered plans. Some are considered foreign
property and therefore subject to a limit. Non-foreign property funds, we call them “Cdn” in the
Fund Table, are not subject to a limit. An RSP fund gives you investment exposure in foreign mar-
kets, by trying to track the return of a corresponding fund with a foreign mandate, without the RSP
limits. RSP funds have lower performance than their corresponding funds because they use compli-
cated derivative strategies that add expenses and because of imperfections in tracking performance.
RSP funds are distinct from corresponding funds and have special risks that are described in the
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Tax is a complicated area. We recommend that you obtain advice to understand the taxation
implication of your fund investments.


DEFERRED SALES CHARGES
you’ll pay 


If you redeem units a charge of


... during the first year you own them 6.0%


... during the second year you own them 5.5%


... during the third year you own them 5.0%


... during the fourth year you own them 4.5%


... during the fifth year you own them 3.0%


... during the sixth year you own them 1.5%


... after six years of owning them zero


FIDELITY EQUITY FUNDS
We offer 26 Fidelity equity funds and 16 RSP equity funds. The Fund Table gives a brief summary
for each fund. If you are interested in our funds, we recommend that you seek advice from your
advisor. We also recommend that you review the Foundation Document, a fund’s most recent
Management Report and the Consumers’ Guide. All three include important information. See
Where can I get more information? on the back page to find out how to obtain the documents.


SERIES
We offer four series of units called Series A units, Series F units, Series O units and Series T units.
Not all series are available on all funds. Refer to the Fund Table to find out which of the series are
offered for each of the funds. Series A, our regular units, and Series T, our tax efficient T-SWP
units, are available to all investors. Series F units are generally available to investors with fee-based
advisor accounts. Series O units are generally available to large financial institutions. Read the
Foundation Document to learn more about the different fees payable by each series, the rights of
each series, and about whether you can move from one series to another.


INVESTMENT STRATEGY
We generally use a bottom-up investment strategy when investing money for our equity funds.
Bottom-up means that we construct a fund’s portfolio one company at a time. We examine each
company’s potential for success in light of its current financial condition, its industry position, and
economic and market conditions. We consider factors like growth potential, earnings estimates and
quality of management.


Some of our funds employ additional strategies. For example, our Disciplined EquityTM funds aim
to invest in the same sectors and in the same proportions as an index. This process means that we
diversify a fund’s assets across many sectors. Some of our other funds have less diversification: they
concentrate investments in one sector, companies of similar size, or one country. We indicate in the
Fund Table that these funds are more aggressive or that they employ a specialized strategy.


Each of our funds also has the ability to invest in cash, fixed-income instruments and derivatives.
The funds can also engage in securities lending and repurchase programs. 


RISK
You should never forget that you can lose money when investing. Our funds face a variety of risks
and some funds face more than others. For a complete discussion about risk, please review the
Fidelity funds Foundation Document. In the Fund Table, we’ve tried to give you a basic idea of
each fund’s level of risk. Speak to your advisor about the risks of our funds and about whether our
funds make sense in your investment portfolio. You should be a long-term investor to consider
these funds. 


PERFORMANCE & FINANCIAL REPORTING
We provide regular updates of the performance and the financial results for all of our funds in a
document called a Management Report. See Where can I get more information? on the back page to
find out how to obtain Management Reports. You can also obtain performance updates from your
advisor or by visiting www.fidelity.ca.
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FUND TABLE
FUND SIZE


(MILLIONS, MER
INCEPTION DECEMBER (AS AT FUND’S MANAGE- RSP RSP


SERIES DATE 31, 2002) INVESTMENT STRATEGY YEAR END) MENT FEE STATUS FUNDS* RISK


CANADIAN


Fidelity Canadian Disciplined EquityTM Fund A,F,O,T Sep. 30, 1998 $1,084 Sector neutral, bottom up 2.51% 2.00% Canadian n/a Moderately high


Fidelity Canadian Growth Company Fund A,F,O Jul. 12, 1994 $2,192 Small to mid cap, bottom up 2.53% 2.00% Canadian n/a High


Fidelity Canadian Large Cap Fund A,F,O Feb. 1, 1998 $223 Large cap, bottom up 2.45% 2.00% Canadian n/a Moderately high


Fidelity Canadian Opportunities Fund A,F,O Jul. 24, 2000 $119 Aggressive, bottom up 2.56% 2.00% Canadian n/a High


Fidelity True North® Fund A,F,O,T Sep. 23, 1996 $3,391 Canadian, bottom up 2.52% 2.00% Canadian n/a Moderately high


AMERICAN


Fidelity American Disciplined EquityTM Fund A,F,O,T Jul. 9, 2002 $84 Sector neutral, bottom up n/a 2.00% Foreign Yes High


Fidelity American Opportunities Fund A,F,O Jul. 24, 2000 $178 Aggressive, bottom up 2.56% 2.00% Foreign Yes High


Fidelity American Value Fund A,F,O Oct. 31, 2002 $5 Value, bottom up n/a 2.00% Foreign No Moderately high


Fidelity Growth America Fund A,F,O,T Sep. 20, 1990 $1,113 American, bottom up 2.54% 2.00% Foreign Yes Moderately high


Fidelity Small Cap America Fund A,F,O Apr. 05, 1994 $462 Small cap, bottom up 2.53% 2.00% Foreign Yes High


INTERNATIONAL


Fidelity Emerging Markets Fund A,F,O Dec. 9, 1994 $16 Emerging markets, bottom up 3.93% 2.00% Foreign No Highest


Fidelity Europe Fund A,F,O May 29, 1992 $1,140 Europe, bottom up 2.57% 2.00% Foreign Yes High


Fidelity Far East Fund A,F,O Sep. 17, 1991 $405 Far East, bottom up 2.75% 2.00% Foreign Yes High


Fidelity Global Disciplined EquityTM Fund A,F,O,T Jul. 09, 2002 $19 Sector neutral, bottom up n/a 2.00% Foreign Yes High


Fidelity Global Opportunities Fund A,F,O Jan. 30, 2002 $18 Aggressive, bottom up 2.53% 2.00% Foreign Yes High


Fidelity International Portfolio Fund A,F,O,T Nov. 30, 1987 $5,647 Global, bottom up 2.52% 2.00% Foreign Yes Moderately high


Fidelity Japan Fund A,F,O Jul. 5, 1993 $118 Japan, bottom up 2.89% 2.00% Foreign Yes High


Fidelity Latin America Fund A,F,O Jan. 19, 1994 $19 Latin American, bottom up 3.09% 2.00% Foreign No Highest


Fidelity NorthStarTM Fund A,F,O Oct. 31, 2002 $172 North America, bottom up n/a 2.20% Foreign Yes High


Fidelity Overseas Fund A,F,O May 31, 1999 $169 International, bottom up 2.56% 2.00% Foreign Yes Moderately high


SECTOR


Fidelity Focus Consumer Industries Fund A,F,O Jun. 05, 1997 $26 Sector, bottom up 2.67% 2.00% Foreign No High


Fidelity Focus Financial Services Fund A,F,O Jun. 05, 1997 $136 Sector, bottom up 2.66% 2.00% Foreign Yes High


Fidelity Focus Health Care Fund A,F,O Jun. 05, 1997 $476 Sector, bottom up 2.68% 2.00% Foreign Yes High


Fidelity Focus Natural Resources Fund A,F,O Jun. 05, 1997 $25 Sector, bottom up 2.68% 2.00% Foreign No Highest


Fidelity Focus Technology Fund A,F,O Jun. 05, 1997 $274 Sector, bottom up 2.68% 2.00% Foreign Yes Highest


Fidelity Focus Telecommunications Fund A,F,O Jun. 05, 1997 $23 Sector, bottom up 2.67% 2.00% Foreign Yes Highest


INVESTMENT OBJECTIVE
OUR EQUITY FUNDS AIM TO ACHIEVE LONG-TERM CAPITAL GROWTH


BY INVESTING PRIMARILY IN EQUITY SECURITIES OF:


Canadian companies


Canadian companies


Canadian large capitalization companies


Canadian companies


Canadian companies


U.S. companies


U.S. companies


U.S. companies


U.S. companies


U.S. small capitalization companies


Emerging market companies


European companies


Southeast Asia companies


Companies anywhere in the world


Companies anywhere in the world


Companies anywhere in the world


Japanese companies


Latin American companies


Companies anywhere in the world


Companies in Europe, Australasia and the Far East


U.S. consumer goods companies


U.S. financial services companies


U.S. health care and medicine companies 


Natural resource companies anywhere in the world 


U.S. technology companies 


Telecommunications companies anywhere in the world 
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Series A, Series F and Series O units (unless otherwise indicated)


Equity Funds
Canadian Equity Funds
Fidelity Canadian Disciplined Equity™ Fund (Series T units also available)
Fidelity Canadian Growth Company Fund
Fidelity Canadian Large Cap Fund
Fidelity Canadian Opportunities Fund
Fidelity True North Fund (Series T units also available)
American Equity Funds
Fidelity American Disciplined Equity™ Fund (Series T units also available)
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No securities regulatory authority has expressed an opinion about these units. It’s an
offence to claim otherwise.


The funds and the securities of the funds offered under this Foundation Document are not
registered with the United States Securities and Exchange Commission and they are sold
in the United States only in reliance on exemptions from registration.


THIS DOCUMENT IS FOR ILLUSTRATIVE PURPOSES ONLY.
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Introduction


In this document, we, us, our and Fidelity refer to Fidelity Investments Canada Limited.


This foundation document contains selected important information to help you make an
informed investment decision about Fidelity Funds and to understand your rights as an
investor.


It’s divided into two parts. The first part explains the general information that applies to
each Fidelity Equity Fund. The second part contains specific information about each of
the Fidelity Equity Funds – each fund has its own Fund Profile.


Additional information about each fund is available in its Fund Summary Document and
its most recently filed Management Report. These documents are incorporated by
reference into this foundation document. That means they legally form part of this
foundation document just as if they were printed in it.


You can get a copy of the funds’ Fund Summary Document and most recent continuous
disclosure, including financial statements and performance reports, at no cost by calling
us at 1-800-263-4077, sending us an e-mail to cs.english@fmr.com for English language
versions or sc.francais@fmr.com for French language versions, or by asking your
advisor. You’ll also find these documents on our website at www.fidelity.ca. or at
www.sedar.com.  Also consider obtaining the Consumers’ Guide in the same ways.
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General Fund Information


The Fidelity family of mutual funds has three major groups: Equity Funds, Asset
Allocation and Balanced Funds, and Fixed-Income Funds. This foundation document is
for Fidelity Equity Funds.  You should review the Fund Summary Document and the
Foundation Document for Balanced and Fixed-Income Funds if you are interested in non-
equity fund investments. Following this general section is a Fund Profile for each fund.


It is important to review this general section carefully because the concepts described
apply to each fund.


Investment Objective
We can’t change the fund’s investment objective unless we get approval from a majority
of unitholders who vote at a special meeting we call.


About Series A, Series F, Series O and Series T
We offer four series of units called Series A units, Series F units, Series O units and
Series T units.  We may offer additional series in the future.


All of the Fidelity Equity Funds are available in Series A units, Series F units and Series
O units.  Fidelity Canadian Disciplined Equity Fund, Fidelity True North Fund, Fidelity
American Disciplined Equity Fund, Fidelity Growth America Fund, Fidelity Global
Disciplined Equity Fund, and Fidelity International Portfolio Fund are also available in
Series T units.


Series A and Series T units are available to all investors. Series F units have lower fees
than Series A and Series T units and are usually only available to investors who have
fee-based accounts with dealers who have signed an eligibility agreement with us. Instead
of paying sales charges, investors pay their dealer a fee for investment advice and other
services they provide. We don’t pay any commissions or trailer fees to dealers who sell
Series F units, which means we can charge a lower management fee.


Your dealer is responsible for deciding whether you are eligible to buy and continue to
hold Series F units. If you’re no longer eligible to hold Series F units, your dealer is
responsible for telling us to change your units into Series A units of the same funds or to
redeem them.


Series O units are only available to selected investors who have been approved by us and
have entered into a Series O Account Agreement with us.  These investors are typically
financial services companies that will use units of the Funds to facilitate offering other
products to investors.  The criteria for approval may include the size of the investment,
the expected level of account activity and the investor’s total investments with us.  No
management fees are charged to the Funds with respect to the Series O units, but
investors will be charged a negotiated administrative fee.  We don’t pay any commissions
or trailer fees to dealers who sell Series O units.  There are no sales charges payable by
investors who purchase Series O units.
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Each of Series A, Series F and Series T pays its proportionate share of common fund
expenses in addition to expenses that it alone incurs.  We pay common and specific
expenses for Series O. The differences in expenses and fees between series mean that
each series has a different net asset value per unit.


About Units
When you invest in a mutual fund, you’re buying a piece of the fund called a unit.  The
Funds may issue an unlimited number of Units and they are non-assessable and fully paid
when issued.  All Units in a Series of a Fund rank equally with respect to distributions
(other than Management Fee Distributions and Fund Expense Distributions) and on a
winding up of a Fund.  A unitholder of a Fund is entitled to one vote for each one dollar
in value of Units owned based on the aggregate Series Net Asset Value thereof
determined on the basis described below and calculated on the record date of a meeting
of unitholders of all the Series of a Fund with no voting rights being attributed to portions
of a dollar of such value.  As well, a unitholder of each Series of a Fund will be entitled
to one vote on the same basis in connection with a meeting of unitholders of that Series
only.  Fractional Units may be issued which carry the same rights and privileges and are
subject to the same restrictions and conditions applicable to whole Units.  All Units are
redeemable and they are also transferable without restriction.


The rights and conditions attaching to the Units of each of the Funds may be modified
only in accordance with the provisions attaching to such Units and the provisions of the
Declaration.


Investment strategies
This investment strategy section of each Fund Profile tells you any unique aspects of how
the portfolio manager tries to achieve the fund’s objective.


In general, when buying and selling securities for a fund, we examine each company’s
potential for success in light of its current financial condition, its industry position, and
economic and market conditions. We consider factors like growth potential, earnings
estimates and quality of management.


All of the Fidelity Equity Funds can:


• hold cash and invest in fixed income securities.  They can also engage in reverse
repurchase transactions.  All the funds, except the RSP Funds, can engage in
repurchase transactions and securities lending agreements.


• use derivatives. See the Derivative risk section on page • for more information
about derivatives. When a fund uses a derivative, it must hold another derivative
or asset that will offset any losses from the contract, or cash that’s equal to the
fund’s market exposure from the derivative.
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• invest in small, medium, and large companies.


• invest in companies in regions, countries, or industries that are not the type of
companies indicated in the fund’s investment objective.  For example, each of
Canadian Equity Funds can invest in foreign securities up to the foreign content
limit.


• depart from its investment objective by temporarily investing most or all of its
assets in cash or fixed-income securities issued or guaranteed by a Canadian or
U.S. government, government agency or company to try to protect it during a
market downturn or for other reasons.


The portfolio advisor may actively trade a fund’s investments. This can increase trading
costs, which lower the fund’s returns. It also increases the possibility that you’ll receive
taxable capital gains if you hold the fund in a non-registered account.


Investment Restrictions
All of the funds, except the RSP Funds, follow the standard investment restrictions and
practices set by Canadian securities regulations.  in securities legislation, including
National Instrument 81-102.  These restrictions and practices are designed in part to
ensure that the investments of the Funds are diversified and relatively liquid.  They also
ensure the proper administration of the Funds.  Except as described below, each Fund is
managed according to these restrictions and practices.  A copy of the standard investment
restrictions and practices may be obtained upon written request to Fidelity.


To implement its investment strategy, each RSP Fund has received permission from the
securities regulatory authorities to deviate from the standard investment restrictions and
practices in the following ways:


(a) each RSP Fund may invest up to the allowable foreign content limit under
the Income Tax Act (Canada) (the “Tax Act”) of its assets in its
Corresponding Fund.  Without this approval, each RSP Fund would be
limited to investing only 10% of its assets in its Corresponding Fund;


(b) the RSP Funds are permitted to have a shortfall in their cash cover
position for a period not exceeding one day.  Without this approval, there
would be times when the exposure of an RSP Fund to the performance of
a Corresponding Fund would be reduced;


(c) each RSP Fund is permitted to suspend a unitholder’s right to redeem their
Units whenever the right to redeem Units of its Corresponding Fund has
been suspended.  This is necessary because the pricing of the RSP Funds,
and calculating the amount of the redemption proceeds, depends on the
ability to price the Corresponding Fund.


The above approval was given subject to certain conditions.  The principal conditions
imposed are as follows:
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(a) the arrangements between each RSP Fund and its Corresponding Fund
must be done in a way that prevents any duplication of management fees;


(b) an RSP Fund cannot pay any sales, redemption or other charges when it
purchases or redeems Units of its Corresponding Fund;


(c) the dates for calculating the net asset value of the RSP Fund and its
Corresponding Fund must be compatible;


(d) all voting rights in the Corresponding Fund which can be exercised by the
RSP Fund must be passed through to unitholders of the RSP Fund; and


(e) an RSP Fund can only invest up to the maximum amount permitted as
foreign property for retirement plans (defined below) and can only change
the amount that it invests directly in the Corresponding Fund if it changes
its fundamental investment objective.


As an alternate method of implementing its investment strategy, each RSP Fund also
received permission from the securities regulatory authorities to further deviate from the
standard investment restrictions and practices in the following manner:


(a) each RSP Fund may invest more than 10% of its assets in a debt-like
security with one or more counterparties (the “Deposit”) and thereby
obtain exposure through the Deposit to its Corresponding Fund with
respect to more than 10% of its assets;


(b) each RSP Fund (i) may permit the mark-to-market value of its exposure to
the counterparty through its investment in the Deposit to exceed 10% of
the net assets of the RSP Fund, and (ii) may maintain its investment in the
derivative instrument (the “Swap”) that may be put to it by the
counterparty in certain limited conditions provided that the RSP Fund then
holds a promissory note (the “Note”) as cover for such derivative; and


(c) each RSP Fund may (i) hold the deposit to maturity even though it
represents more than 15% of the RSP Fund’s net assets, and (ii) hold any
Swap and Note which are put to it by the counterparty, subject to taking
reasonable steps to close out such positions when it is possible to do so.


The granting of the foregoing regulatory approval is subject to the same
conditions as those imposed under the prior approval given with respect to the RSP Funds
described above.


RSP Funds
We have 16 RSP Equity Funds.  The RSP Funds use derivatives such as forward
contracts and/or debt-like securities that are linked to the performance of a foreign
Fidelity Fund, which we call the corresponding fund.  They also invest directly in their
corresponding fund up to the foreign content limit and invest the rest of their assets in
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cash, Canadian money market instruments and reverse repurchase transactions. This
allows them to get similar, but not identical, performance to the corresponding fund while
remaining 100% eligible for RRSPs and other registered plans.


If you buy units of an RSP Fund, we’ll send you the corresponding fund’s annual
financial report, the semi-annual report if you request it, and any other notices and
materials about the corresponding fund. You generally won’t have the ownership or other
rights that go along with units of the corresponding funds. However, if unitholders of a
corresponding fund are asked to vote on an issue, you can direct how you would like your
proportionate share of the units of the corresponding fund held by the RSP Fund to be
voted.


How the RSP Funds use derivatives
RSP Funds enter into derivative instruments, such as forward contracts and/or debt-like
securities, with one or more financial institutions called counterparties. Under these
derivatives, the RSP Fund and the counterparty make payments to each other. These
payments are based on the price of the corresponding fund and on the cost of the forward
contract. If the price of the corresponding fund goes down, the RSP Fund pays the
counterparty the amount of the reduction and the cost of the forward contract.  If the price
goes up more than the cost of the forward contract, the counterparty pays the RSP Fund
the excess.


Under a debt-like security, the RSP Fund deposits money with the counterparty who
promises to repay the money based on the price of the corresponding fund and on the cost
of the debt-like security. If the price of the corresponding fund goes down, the
counterparty pays the RSP Fund the principal amount less the amount of the reduction
and the cost of the debt-like security. If the price of the corresponding fund goes up more
than the cost of the debt-like security, then the counterparty pays the RSP Fund the
principal amount plus the excess. A special purpose trust guarantees the obligations of the
counterparty to the RSP Fund. This is intended to protect the RSP Fund if the
counterparty becomes bankrupt or insolvent.


The derivatives may be adjusted from time to time to reflect cash received or paid by the
RSP Funds. Payments are usually made under the derivatives at the end of the contract
period. Where forward contracts are used, the counterparty makes an interim payment to
an RSP Fund if it owes money to the RSP Fund and the accrued value of the forward
contracts is more than 10% of the net assets of the RSP Fund over a specified period. The
counterparty may also pay earlier in other circumstances.


The RSP Funds must deposit cash or securities with the counterparties or their affiliates
to cover their obligations to the counterparties. In some cases, the amount deposited
represents a portion of the amount of the RSP Fund’s assets which the RSP Fund wants to
have linked to the performance of the corresponding fund through that derivative.  In
other cases, the amount deposited represents the entire amount of the RSP Fund’s assets
which the RSP Fund wants to have linked to the performance of the corresponding fund
through that derivative.
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The derivatives are automatically renewed if certain requirements have been met. Either
party can cancel after giving the other party 60 days notice or, in some circumstances,
immediately.


Although each RSP Fund tries to track the performance of its corresponding fund as
closely as possible, the returns of the RSP Fund will always be lower than the returns of
its corresponding fund. Before you invest in an RSP Fund, carefully consider the risks of
RSP Funds, which we describe in the section. What are the risks of investing in a mutual
fund? on page •.


Who should invest in this fund?
When you’re deciding on a mutual fund, it’s important to find one that has the same goal
as you do. There is a section in each Fund Profile that tells you the kind of investor the
fund may be suitable for and how the fund could fit in your portfolio. It’s meant as a
guide only. Your advisor can help you make the decisions about which funds best match
your goals.


Distribution policy
For Series A, F and O, a fund generally distributes any income at the end of each quarter.
Income for the fourth quarter and capital gains for the year are distributed between
December 14 and December 31 of each year.  We may choose to pay distributions at
other times, including when you redeem units.


For funds with Series T, the fund will make monthly distributions of an amount
comprised of a return of capital and/or net income on the last business day of each month.
Those monthly distributions made at the end of each of the first three calendar quarters
are most likely to include distributions of net income; however, other monthly
distributions may also include distributions of net income. As well, for Series T, any
income not distributed previously in the year and capital gains will be distributed by the
fund between December 14 and December 31 of each year. This distribution must be
reinvested in additional units of the fund.


Distributions on units held in Fidelity registered plans are always reinvested in additional
units of the fund. Distributions on units held in other registered plans or in non-registered
accounts are reinvested in additional units of the fund unless you tell us in writing that
you want to receive them in cash. Cash distributions will be made directly to your bank
account by way of electronic fund transfers. . You won’t pay any sales charges on
reinvested distributions or on cash distributions.  Distributions paid on the redemption of
units are not reinvested. You’ll find more information about distributions and adjusted
cost base in Income tax considerations for investors. We may charge you a fee of $25 for
each payment you request by cheque in respect of Series T units.
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Risks
Mutual funds are made up of many securities and the prices of those securities can go up
or down. Here are some of the most common risks that can cause the value of funds to
change. To find out which risks apply to each Fidelity Fund, see the individual Fund
Profiles.


You must feel comfortable with the risk that you take. Before you invest, discuss it with
your advisor.


Concentration risk
Some mutual funds may invest more than 10% of their net assets in securities of a single
issuer.  Such funds have less diversification which may have an adverse impact on a
fund’s returns.  Concentration can also lead to increased volatility in a fund’s unit price
and it may increase the illiquidity of a fund’s portfolio.


Credit risk
A fund can lose money if the issuer of a bond or other fixed-income security can’t pay
interest or repay principal when it’s due. This risk is highest if the fixed-income security
has a low credit rating or no rating at all. Fixed-income securities with a low credit rating
usually offer a better return than securities with a high credit rating, but they also have
the potential for substantial loss. These are known as high yield securities.


Currency risk
Funds that buy and sell securities in currencies other than the Canadian dollar can lose
money when the Canadian dollar rises compared with the foreign currency. Here’s how.
The fund will convert its Canadian dollars to the foreign currency to buy a security.
When the fund sells the security, it will convert the foreign currency back into Canadian
dollars. If the Canadian dollar has risen in the meantime and the market value of the
investment has stayed the same, the investment will be worth less in Canadian dollars
when it’s sold.


This can affect the day-to-day value of a fund, especially if it holds a lot of foreign
investments. Of course, these kinds of investments have the potential to make money on
exchange rates as well.


Derivative risk
A derivative is an investment that bases its value on how well another kind of investment,
like a stock, bond, currency or market index, is doing. Derivatives usually take the form
of a contract with another party to buy or sell an asset at a later time. Here are some
examples of derivatives:
• Options. Options give you the right to buy or sell an asset like a security or currency


at a set price and a set time. It’s called an option because you can choose not to go
ahead with the deal, although the other party must usually complete the deal if you
say so. The other party normally gets a cash payment called a premium just for
agreeing to give you the option.
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• Forward contracts. In a forward contract, you agree today to buy or sell things like
securities or currencies at a set price and a set time. You have to complete the deal or
sometimes make or receive a cash payment, even if the price has changed by the time
the deal closes.


• Futures contracts. A futures contract works much like a forward contract, except the
price is set through a commodity exchange.


• Swaps. With a swap agreement, you and another party agree to exchange, or “swap,”
payments. The payments you and the other party make are based on an agreed
underlying amount, like a bond. Each party’s payments are calculated differently. For
example, one party’s payments may be based on a floating interest rate, while the
other party’s payments may be based on a fixed interest rate.


• Debt-like securities. With a debt-like security, the amount of principal or interest (or
both) that you receive goes up or down depending on whether there is an increase or
decrease in the value of an agreed underlying security, like a share.


You accept a number of risks when we use derivatives. Here are some of the most
common ones:
• there’s no guarantee that a fund will be able to buy or sell a derivative at the right


time to make a profit or limit a loss
• there’s no guarantee that the other party in the contract will live up to its obligations
• if the other party a fund is dealing with goes bankrupt, the fund could lose any


deposits that were made as part of the contract
• if the derivatives are being traded on foreign markets, it may be more difficult and


take longer to complete a deal. Foreign derivatives can also be more risky than
derivatives traded on North American markets


• securities exchanges could set daily trading limits on options and futures contracts.
This could prevent a fund from completing an options or futures deal, making it
impossible to hedge properly, make a profit or limit a loss.


Mutual funds can use derivatives to help offset losses that other investments might suffer
because of changes in stock prices, commodity prices, interest rates, or exchange rates.
This is called hedging. While using derivatives for hedging has its benefits, it’s not
without its own risks. Here are some of them:
• there’s no guarantee that a hedging strategy will always work
• a derivative won’t always offset a drop in the value of a security, even if it has usually


worked out that way in the past
• hedging doesn’t prevent changes in the prices of the securities in a fund’s portfolio, or


prevent losses if the prices of the securities go down
• hedging can also prevent a fund from making a gain if the value of the currency,


stock, or bond goes up
• a fund might not be able to make a deal to hedge against an expected change in a


market if most other people are expecting the same change
• hedging may be costly.
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Equity risk
Companies issue common shares and other kinds of equity securities to help pay for their
operations and finance future growth. Equity securities can drop in price for many
reasons. They’re affected by general economic and market conditions, interest rates,
political developments and changes within the companies that issue the securities. If
investors have confidence in a company and believe it will grow, the price of its equity
securities is likely to rise. If investor confidence falls, equity prices are likely to fall, too.


[sidebar]
No guarantees
Unlike bank accounts or guaranteed investment certificates (GICs), mutual fund units
aren’t covered by the Canada Deposit Insurance Corporation or any other government
deposit insurer. It’s important to remember that like all mutual funds, there’s no
guarantee that when you redeem your Fidelity Funds, you’ll get back the full amount of
money you originally invested.


Foreign investment risk
There are some significant reasons to consider investing abroad. The economies of
foreign countries may be growing much faster than Canada’s economy. This can mean
that investments in those countries may grow more quickly too. Foreign investments give
you diversification because all your money isn’t staying in Canada alone. Besides
currency risk, foreign investments also have some other risks.


Not all countries are as well regulated as Canada and the United States or have the same
consistent and reliable accounting, auditing and financial reporting standards. Your
investments could suffer as a result. They also could suffer because a small number of
companies could make up a large part of the market. If one of these companies does
poorly the whole market could drop.


Sometimes foreign governments impose taxes, take over private businesses, or change
the rights of foreign investors. They might impose currency controls that make it
impossible to get your money out of the country, or they may devalue their currency.
Riots and civil wars in some countries could hurt your investments. Even in some
relatively well-regulated countries it can be difficult to get the information investors need
about business operations. And it’s sometimes hard to enforce the fund’s legal rights in
another country. Foreign countries may also experience relatively high inflation and high
interest rates.


Fixed-income securities bought on foreign markets—even some government bonds—are
often quite risky. There’s a danger that the issuer won’t pay off the debt or that the price
of the securities will drop rapidly.


Of course, the amount of risk varies a lot from country to country. Securities in
developed markets like Western Europe, for example, have lower foreign investment risk
because they’re well regulated and are relatively stable. Securities of governments and
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companies in the emerging or developing markets of Southeast Asia and Latin America
have significant foreign investment risk.


Interest rate risk
Interest rates affect a lot more than the cost of your mortgage — they have an impact on a
whole range of investments. When interest rates rise, fixed-income securities like
treasury bills and bonds tend to fall in price. On the other hand, they tend to rise in price
when interest rates are falling. Longer-term bonds, strip bonds and high yield securities
are generally more sensitive to changes in interest rates than other kinds of securities.


The issuers of many kinds of fixed-income securities can repay the principal before the
security matures. This is called making a prepayment and it can happen when interest
rates are falling. It’s a risk because if a fixed-income security is paid off sooner than
expected, the fund may have to reinvest this money in securities that have lower rates.


Large transaction risk
Fidelity and others may offer investment products, such as our RSP Funds, which have
returns that are based on the performance of one or more Fidelity Funds. These products
may result in some investors making large purchases and redemptions of units of Fidelity
Funds for reasons other than usual investment decisions. For example, they may buy and
redeem units because of their obligations under derivative instruments. If these purchases
or redemptions are significant, the funds may be required to buy or sell large investments
for their portfolios. This can affect a fund’s return because the fund may be forced to sell
investments at unfavourable prices or hold a large amount of cash until it can find
suitable investments.


Liquidity risk
Investors often describe the speed and ease with which an asset can be sold and changed
into cash as its liquidity. Most of the securities owned by a mutual fund can usually be
sold promptly at a fair price and so can be described as relatively liquid. But a fund may
also invest in securities that are illiquid, which means they can’t be sold quickly or easily.


Some securities are illiquid because of legal restrictions, the nature of the investment
itself, settlement terms, or for other reasons. Sometimes, there may simply be a shortage
of buyers. A fund that has trouble selling a security can lose money or incur extra costs.


Repurchase and reverse repurchase transactions and securities lending risk
Sometimes mutual funds enter into what are called repurchase transactions,
securities lending agreements and reverse repurchase transactions.  A repurchase
transaction is where a fund sells a security to a party for cash and agrees to buy
the same security back from the same party for cash.  Securities lending is similar
to a repurchase agreement, except that instead of selling the security and agreeing
to buy it back later, the fund loans the security and can demand the return of the
security at any time. In a reverse repurchase transaction a fund buys a security at
one price from a party and agrees to sell the same security back to the same party
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at a higher price later on.  It is a way for the fund to earn interest on cash
balances.


The danger with these types of transactions is that the other party may default
under the agreement or go bankrupt.  In a reverse repurchase transaction the fund
is left holding the security and may not be able to sell the security at the same
price it paid for it, plus interest, if the market value for the security has dropped in
the meantime.  In the case of a repurchase transaction or securities lending
agreement, the fund could incur a loss if the value of the security loaned or sold
has increased more than the value of the cash and collateral held.


Fidelity reduces the risk by requiring the other party to put up collateral.  The
value of the collateral has to be at least 102% of the market value of the security
sold (for a repurchase transaction), cash loaned (for a reverse repurchase
transaction) or security loaned (for a securities lending agreement).  The value of
the collateral is checked and reset daily.  We only deal with parties who appear to
have the resources and the financial strength to live up to the terms of the
agreements.  Repurchase transactions and securities lending agreements are
limited to 50% of a fund’s assets. Collateral held by a fund for loaned securities
and cash held for sold securities are not included in a fund’s assets when making
this calculation.


RSP Fund risk
RSP Funds have the same risks as their corresponding funds, but they also have special
risks because of the way they use derivatives. The way the RSP Funds use derivatives is
described in the section “How the RSP Funds use derivatives” on page •.


Each RSP Fund tries to track the performance of its corresponding fund as closely as
possible, but the return of an RSP Fund will be lower than the return of its corresponding
fund. There are a number of reasons for this:
• An RSP Fund pays expenses that a corresponding fund doesn’t pay, including the


costs of derivative instruments. Based on how the RSP Funds’ current derivatives
were priced, we estimate that these costs will be in the range of 0.25% to 0.55% a
year. These costs may increase. If they do, the return of the RSP Fund will be reduced
even more.


• There may be a delay between the time an investor buys units of an RSP Fund and the
time the RSP Fund gets additional exposure to its corresponding fund through
derivatives. During this delay, the RSP Fund can’t track the performance of its
corresponding fund on the purchase amount of those units. If new purchases are large
compared to the existing investments in the RSP Fund, the difference between the
return of the RSP Fund and its corresponding fund may be significantly increased.


• In the case of the debt-like security structure available to them, the RSP Funds may in
certain cases be required to seek payment from a special purpose trust rather than the
original counterparty.  If a counterparty or the special purpose trust doesn’t live up to
its obligations for any reason, an RSP Fund may lose some or all of the money that
the counterparty owes the RSP Fund.
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A counterparty or the special purpose trust might not fulfill its obligations if it becomes
bankrupt or insolvent, or for other reasons. If this happens, the RSP Fund could also lose
any assets that are invested or on deposit with the counterparty or any investments the
fund owns in securities of the counterparty. In any case, the value of the RSP Fund could
drop significantly. Fidelity is not a counterparty and doesn’t guarantee payment by any
counterparty.


The ability of an RSP Fund to achieve its investment objective depends on our ability to
find suitable counterparties that are willing to enter into derivatives on appropriate terms.
An RSP Fund may not be able to find a counterparty or enough counterparties. It may not
be able to find a suitable replacement for a counterparty that no longer wants to be a
counterparty to the RSP Fund. If any of these things happen, the RSP Fund may be
unable to track the performance of its corresponding fund. The return of the RSP Fund
would then be similar to the return of a money market fund.


If new tax legislation eliminates the benefits of the RSP Funds, we may terminate the
RSP Funds. If we can’t find a suitable counterparty or tax laws change, we’ll call a
unitholder meeting within 120 days of the last contract or the legal change. We’ll ask
unitholders to approve a different investment objective, termination of the fund or some
other course of action.


If you own deferred sales charge units and you want to redeem your units, you will still
have to pay any deferred sales charge that applies. If you transfer your RSP Fund units to
another Fidelity Fund, you may have to pay a transfer charge. In other words, changes in
tax laws or trouble finding counterparties won’t change your obligations if you buy
deferred sale charge units.


If a unit price isn’t calculated for a corresponding fund on a valuation day, we won’t be
able to calculate the price of an RSP Fund on that day. That means you won’t be able to
redeem or transfer units of the RSP Fund on that day.


[sidebar]
You’ll find more about the RSP Funds and how they use forward contracts under About
our RSP Funds on page •.


Series risk
All of the Fidelity Equity Funds are available in three series: Series A, Series F and
Series O. Fidelity Canadian Disciplined Equity Fund, Fidelity True North Fund, Fidelity
American Disciplined Equity Fund, Fidelity Growth America Fund, Fidelity Global
Disciplined Equity Fund, Fidelity International Portfolio Fund, and Fidelity Canadian
Asset Allocation Fund are also available in Series T.  If a fund can’t pay the expenses of
one series using its proportionate share of the fund’s assets for any reason, the fund will
be required to pay those expenses out of the other series’ proportionate share of the
fund’s assets. That could lower the investment returns of the other series.  No expenses
are charged to the funds for the Series O units they issue.
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Small company risk
Small companies can be riskier investments than larger companies. For one thing, they’re
often newer and may not have a track record, extensive financial resources or a well-
established market.  This risk is especially true of private companies or companies that
have recently become publicly traded. They generally don’t have as many shares trading
in the market, so it could be difficult for a fund to buy or sell small company stock when
it needs to. All of this means their prices can change significantly in a short period of
time.


Specialization risk
Some mutual funds specialize in investing in a particular industry or part of the world.
Specialization lets the portfolio advisor focus on specific areas of the economy, which
can boost profits if both the sector and the companies selected prosper. But if the industry
or the geographic area has a slump, the fund will suffer because there are relatively few
other investments to offset the slump. The fund must follow its investment objective and
continue to invest primarily in securities in the industry or geographic area, whether or
not it is growing.
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Organization and management of the Fidelity Funds


The following table tells you about who’s involved in running the Fidelity Funds.


Manager
Fidelity Investments Canada Limited
483 Bay Street, Suite 200
Toronto, Ontario  M5G 2N7


As manager, we are responsible for the day-to-day operations of
the funds and provide all general management and administrative
services. These include:
• providing or arranging for investment advice
• setting up brokerage arrangements to buy and sell portfolio


investments
• other general administrative services.


Trustee
Fidelity Investments Canada Limited
Toronto, Ontario


As trustee, we hold title to each fund’s investments in trust for
unitholders under the terms described in a declaration of trust.


Principal distributor
Fidelity Investments Canada Limited
Toronto, Ontario


As principal distributor, we have the exclusive right to distribute
and arrange distribution of Fidelity Fund units anywhere in
Canada where they qualify for sale. We can also act as a
registered dealer where we’re qualified to do so. We may hire
non-affiliated or affiliate companies to assist in the sale of funds
under the deferred sales charge option.


Custodian
State Street Trust Company Canada
Toronto, Ontario


The custodian (or its sub-custodians) holds the investments of the
funds and keeps them safe to ensure that they are used only for
the benefit of investors. The custodian is independent of Fidelity.


Registrar
Fidelity Investments Canada Limited
Toronto, Ontario


As registrar, we keep a record of all unitholders of the funds,
process orders and issue account statements and tax slips to
unitholders.


Auditor
PricewaterhouseCoopers LLP
Toronto, Ontario


The auditor is an independent chartered accounting firm. The firm
audits the financial statements of each fund.


Portfolio advisors
Fidelity Investments Canada Limited
Toronto, Ontario


Fidelity Investments Money
Management, Inc.
Merrimack, New Hampshire


The portfolio advisor makes the investment decisions for the fund,
buys and sells all the investments in the fund and deals with
brokers.


Fidelity Investments Canada Limited has final responsibility for the
management of each fund’s portfolio. Fidelity Investments Money
Management, Inc. is an affiliate of Fidelity Investments Canada
Limited.
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Fidelity Investments Canada Limited
Fidelity Investments Canada Limited was incorporated on February 13, 1987. As of
February 28, 2003 we managed more than $27 billion in the Fidelity Funds.


We are one of a group of companies known as Fidelity Investments. Each member of
the group is a wholly owned subsidiary of FMR Corp. The head office of FMR Corp. is
82 Devonshire Street, Boston, Massachusetts, U.S.A. 02109.


Fidelity Investments specializes in investment management for individuals, either
directly, through advisors, or though group retirement plans.  We also provide a wide
variety of financial services and products.  As of February 28, 2003, the Fidelity
Investments group managed more than $925 billion in more than 275 mutual fund
portfolios and other institutional accounts around the world.


Fidelity Investments has been in business for more than 50 years and had grown to
become one of the largest mutual fund companies in the world with more than 15 million
investors around the world.


Material Documents
There are four key documents that govern the funds’ existence and that set out the
services to be provided to the funds.  You can obtain a copy of the documents by
contacting Fidelity or by visiting www.sedar.com .


The Funds exist pursuant to the Master Declaration of Trust which was Amended and
Restated on September 27, 2002.  The Declaration appoints Fidelity as trustee, sets out
the rights of unitholders, and the rules by which Fidelity must act as trustee for the funds.


Fidelity has entered into a Master Management and Distribution Agreement  dated
August 30, 2001, as amended, with respect to all of the Funds.  Under the terms of the
Management Agreement, Fidelity has agreed to provide or arrange for the provision of all
general management and administrative services required by each Fund in its day-to-day
operations, including providing or arranging for the provision of investment advice,
establishment of brokerage arrangements relating to the purchase and sale of the
investment portfolios, and bookkeeping, record-keeping and other administrative services
for the Fund.


The Funds’ portfolio advisors are Fidelity and Fidelity Investments Money Management,
Inc. (FIMM) of Merrimack, New Hampshire, U.S.A.  Fidelity is a wholly-owned
subsidiary of FMR Corp. and FIMM is an affiliate of Fidelity.  Fidelity provides its
investment advisory services to the Funds or arranges for these to be provided under the
Management Agreement.  Fidelity has entered into an Amended and Restated Master
Sub-Advisory Agreement dated as of August 30, 2001, as amended, with FIMM to
provide advisory services to each Fund.  FIMM may sometimes retain other Fidelity
companies, including FMR Co. Inc. (FMR) of Boston, Massachusetts, U.S.A. and
Fidelity International Limited (FIL) of Hamilton, Bermuda, to provide investment
advisory services to the Funds.  Fidelity is responsible for any loss arising out of the
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failure of any Fidelity company to meet the mandated standard of care in providing
advice to the Funds.  There may be difficulty in enforcing any legal rights against FIMM,
FMR, and FIL as each is resident, and substantially all of the assets of each are situate,
outside Canada.


The Funds have entered into an Amended and Restated Master Custodian Agreement
dated as of October 8, 2002 with State Street Trust Company Canada  of Toronto,
Ontario, to act as custodian of the Fund’s portfolio securities   The cash, securities and
other assets of the Funds will be held by the Custodian at its principal office or at one or
more of its branch offices or at offices of sub-custodians appointed by the Custodian in
other countries.


Fund Governance
All of the Funds are organized as trusts.  Fidelity, as trustee, is ultimately responsible for
fund governance which is the responsibility of Fidelity’s board of directors.  Two
members of the board of directors of Fidelity, Messrs. Brooks and Guy, are independent
in that they are not members of the management of Fidelity nor are they employed by
Fidelity or any of its affiliates.  Details of the members of Fidelity’s board of directors are
available by contacting Fidelity.


Purchases, switches and redemptions


You’ve read the fund profiles. You’ve considered your investment objectives and risk
tolerance. The next step is making your investment. The following pages tell you how to
invest in Fidelity Funds, how much it will cost and other important details.


Opening an account
Before you make your first investment in Fidelity Funds, you need to open an account.
There are several different kinds of Fidelity accounts, which we tell you about below.


You can open an account by contacting your advisor and completing an application. If
you don’t have an advisor, call us at 1-800-263-4077 for an information package. We’ll
be pleased to recommend advisors in your area.


You can also invest in Fidelity Funds through accounts or plans offered by other financial
institutions. Ask your advisor for details.


[sidebar]
Minimum account size
Due to the high cost of administering accounts, you must keep at least $500 in your
account. If your account falls below this amount, we may decide to redeem your units.
We’ll give you 30 days to bring the value of your account up to $500 before we redeem
your units.


Non-registered accounts







This document is for illustrative purposes only. 22


With the exception of those funds that offer Series T units which require an initial
investment of at least $5,000 per fund, you only need to invest $500 per fund to open a
Fidelity non-registered account. Additional investments can be as small as $50 per fund.
You don’t pay any fees other than applicable sales charges for a Fidelity non-registered
account.


Registered plans
For details about registered plans, please see Registered Plans on page •.


How to buy, redeem, transfer and change funds
All of the Fidelity Equity Funds are available in three series of units: Series A, Series F
and Series O. Fidelity Canadian Disciplined Equity Fund, Fidelity True North Fund,
Fidelity American Disciplined Equity Fund, Fidelity Growth America Fund, Fidelity
Global Disciplined Equity Fund, and Fidelity International Portfolio Fund are also
available in Series T units.


Series A and Series T units are available to all investors. Series F units and Series O units
are available only to certain investors. Turn to page • to find out which Series you can
invest in.


You can buy, redeem, transfer and change Fidelity Funds through any registered dealer.


When you buy, redeem or transfer units of a fund, we have to figure out what they’re
worth. We do this by calculating the net asset value per unit. The net asset value per unit
is the basis of all transactions involving buying, redeeming, transferring, or reinvesting
units.


Figuring out net asset value per unit
Here’s how we calculate net asset value per unit for each series of a fund:
• We take the series’ proportionate share of all the investments and other assets of the


fund.
• We subtract the series’ liabilities and its proportionate share of common fund


liabilities. That gives us the net asset value for the series.
• We divide that number by the total number of units investors in that series are


holding. That gives us the net asset value per unit.


To figure out what your mutual fund investment is worth, simply multiply the net asset
value per unit for the series of units you own by the number of units you own.  The
Master Declaration of Trust contains more detail about how we calculate net asset value
per unit.


We’ll buy or redeem units for you on any day that The Toronto Stock Exchange (TSX) is
open for trading. This is called a valuation day. A valuation day usually ends at 4 p.m.
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Toronto time, unless the TSX closes earlier.  In order to complete your transaction, we’ll
use the first net asset value per unit we calculate after receiving your instructions.


We won’t be able to calculate the price of an RSP Fund if the unit price of its
corresponding fund is not calculated on a valuation day.


All of the Equity Funds are valued and can be bought in Canadian dollars.  International
Funds (except the RSP Funds and Series T of Fidelity Global Disciplined Equity Fund
and Fidelity International Portfolio Fund), Focus Funds and American Funds (except
Series T of Fidelity American Disciplined Equity Fund and Fidelity Growth America
Fund) can be bought in Canadian and U.S. dollars.


 [sidebar]
What’s the benefit of the U.S. dollar option?
Our U.S. dollar option allows you to invest in the funds using your American money. If
you buy your units in U.S. dollars, you’ll receive U.S. dollars when you redeem them.
Whether you invest in Canadian or U.S. dollars, you’ll have the same investment return.


About sales charges
You’ll normally pay a commission to invest in Series A or Series T units of Fidelity
Funds. This commission is also called a sales charge. The commission compensates your
advisor for the advice and service he or she provides to you. You can choose to pay a
commission when you buy your units (called an initial sales charge), or when you redeem
your units (called a deferred sales charge). If you don’t tell us which sales charge
option you want, we’ll assume you’ve chosen the deferred sales charge. You don’t
pay any sales charges if you invest in Series F or Series O units.


Paying when you buy your units
If you decide to pay a sales charge when you buy Series A or Series T units, you and your
advisor will need to negotiate the level of the initial sales charge. See Fees and expenses
for details. We deduct the percentage from the amount you invest and pay it to your
advisor’s dealer. See Dealer compensation for details.


Paying when you redeem your units
If you choose to pay the sales charge when you redeem your Series A or Series T units,
we’ll arrange for a commission payment to your dealer at the time that you buy your
units. See Dealer compensation for details. When you redeem your units, we deduct the
sales charge, if any, as a percentage of the cost of your units at the time you bought them.
This charge, which is paid to us, is called a deferred sales charge because you can put off
paying it. The charge gets lower the longer you hold your units and disappears after six
years. You’ll find the schedule for the deferred sales charge in Fees and expenses.


You won’t pay a deferred sales charge if you:
• transfer units from one Fidelity Fund to another Fidelity Fund
• redeem no more than your 10% free amount, which we explain below
• choose to receive your distributions in cash
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• redeem units you received from reinvested distributions.


10% free amount
Every calendar year, you can redeem up to 10% of your units that would otherwise be
subject to the deferred sales charge, at no charge. We call this the 10% free amount. The
10% free amount is based on the original cost of the units. You can use up your 10% free
amount in one sale or spread it out over several sales, whichever you prefer. You can’t
carry forward an unused amount to the next year.


You’ll use up some of your 10% free amount if you:
• choose to receive distributions in cash. We’ll reduce your 10% free amount by the


amount of the distribution. If you’ve already used some of your 10% free amount and
then receive a distribution in cash that would put you over the 10% limit, we’ll deduct
the difference from the following year’s 10% limit.


• redeem units you received from reinvested distributions. We’ll reduce your 10% free
amount by the value of these units at the time they were reinvested. If the value of
these units is more than your 10% free amount, we’ll reduce your 10% free amount
for the next calendar year by the difference.


If you transfer units of one Fidelity Fund to another Fidelity Fund, we’ll transfer the 10%
free amount (or reduced amount for the next calendar year) on those units from the first
fund to the second fund.


What else you need to know
Here are some other important facts about deferred sales charges:
• You can buy Series A or Series T units of a fund and pay an initial sales charge and


buy other Series A or Series T units of the same fund and pay a deferred sales charge.
If you want to redeem some of your units, you can tell us to redeem either the units
you bought under the initial sales charge or the units with a deferred sales charge. If
you don’t tell us, we’ll redeem any units you bought with an initial sales charge
before we redeem units you hold under the deferred sales charge option.


• On April 2, 1999, we changed the way we calculate deferred sales charges and the
10% free amount. These changes only apply to units bought after April 2, 1999, not to
units bought before then. We treat units bought on or before April 2, 1999 in the same
way they were treated when investors bought them.


• When you redeem units held under the deferred sales charge option, we’ll first
redeem any units received from reinvested distributions paid on units bought after
April 2, 1999 before we redeem any other units you hold under the deferred sales
charge option. Then we’ll redeem your oldest deferred sales charge units first. Of
course, we’ll use your 10% free amount, if any, to reduce your redemption charges.


How to buy Fidelity Funds
With the exception of those funds that offer Series T which require an initial investment of at
least $5,000 per fund, the minimum initial investment for each fund is $500. The minimum
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for each additional investment is $50.  We will not accept cash, money orders, or travellers’
cheques.


If we receive your order before 4 p.m. Toronto time on a valuation day, we’ll process
your order that day. Otherwise, we’ll process your order on the next valuation day. If the
TSX closes earlier than 4 p.m., we may impose an earlier deadline.


You have to pay for your units when you buy them. If we don’t receive payment in full
within three business days of receiving your order, we’ll redeem the units that you bought
on the next valuation day or when we first learn that your payment will not be honoured.
If we redeem them for more than you paid, the fund will keep the difference. If we
redeem them for less than you paid, we’ll charge your dealer for the difference plus any
costs. Your dealer may be entitled to recover any losses from you.


What else you need to know
Here are some other important facts about buying Fidelity Funds:
• You’ll receive a confirmation once we process your purchase. The confirmation is a


record of your purchase and includes details about the units you bought and any
commissions you paid. If you buy units through our pre-authorized chequing (PAC)
plan, we’ll send you a confirmation for your first purchase. After that, we’ll send you
regular account statements.


• We don’t issue a certificate when you buy units of Fidelity Funds. Instead, you get
regular statements showing how many units you own and their value.


• We may refuse any order to buy within one business day of receiving it. If we refuse
your order, we’ll return your money to you.


• We may require investors who are U.S. citizens or who are residents of the United
States or any other foreign country to redeem their units, if their participation has the
potential to cause regulatory problems.


• We won’t accept orders to buy units during a period when we’ve suspended
unitholders’ rights to redeem units. See Suspending your right to redeem units on
page • for details.


How to transfer Fidelity Funds
You can redeem one Fidelity Fund and use the proceeds to buy another Fidelity Fund.
This is called transferring or switching.


You can only transfer between funds if you transfer units of the same series. You may
have to pay your dealer a transfer charge. You negotiate the charge with your advisor. A
short-term trading fee may also be payable.  See Transfer charge and Short-term trading
fee for details.


If you bought the original fund under the deferred sales charge, you won’t pay a deferred
sales charge when you transfer it. When you redeem the second fund later on, you’ll pay
a deferred sales charge based on the date when you bought the first fund. See Fees and
expenses for details.
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Changing to another series of the same fund


Changing Series A Units
You can change Series A units you bought under the initial sales charge option to
Series F, Series O or Series T units of the same fund without charge.


You can change Series A units you bought under the deferred sales charge option to
Series T units of the same fund, but if the units were purchased before April 2, 1999,
you will not be able to receive cash distributions. Instead all distributions will be
reinvested in additional units of Series T. You may have to pay a fee to your dealer.
You negotiate the fee with your advisor. See Change fee on pages • and • for details.


You can only change to Series F and Series O units if you’re eligible for these Series.
See page • for details.


Changing Series F Units
You can change from Series F units to Series A or Series T units of the same fund if the
Series A or Series T units are issued under the initial sales charge option. You may have
to pay a fee to your dealer. You negotiate the fee with your advisor. See Fees and
expenses for details.


You can also change from Series F units to Series O units subject to our approval. No fee
is payable for this change.  See page • for details.


Changing Series T Units
You can change from Series T units of a fund you bought under the initial sales charge
option to Series A, Series F or Series O units of the same fund without charge.


You can change Series T units you bought under the deferred sales charge option to
Series  A units of the same fund. You may have to pay a fee to your dealer. You negotiate
the fee with your advisor. See Change fee on pages • and • for details.


You can only change to Series F or Series O units if you’re eligible for these Series of
units. See page • for details.


Changing Series O Units
You can change from Series O units to Series A or Series T units of the same fund if the
Series A or Series T units are issued under the initial sales charge option. You may have
to pay a fee to your dealer. You negotiate the fee with your advisor. See Fees and
expenses for details.


You can also change from Series O units to Series F units if you are eligible to purchase
Series F units. No fee is payable for this change. See Change fee on pages • and • for
details.


Other changes between series of the same fund are not allowed.
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The amount of your investment, less any fees, which are paid by redeeming units, will be
the same after the change. You will, however, own a different number of units because
each series has a different unit price. Changing units from one series to another series of
the same fund is not subject to tax.


[sidebar]
If you redeem or transfer units you hold outside a registered plan, any capital gain you
make is subject to tax. For more information about how capital gains are taxed, see
Income tax considerations for investors.


How to redeem Fidelity Funds
You can cash in your mutual fund by selling your units back to the fund. This is called a
redemption. You’ll receive the net asset value per unit on the day you redeem your units.
We’ll deduct any deferred sales charge or fees and send you the balance.


You must put your order to redeem in writing and sign it. An acceptable guarantor must
guarantee your signature if the redemption is $10,000 or more.  If a corporation,
partnership, agent, fiduciary or surviving joint owner holds the units we may also ask for
other documents.


If we receive your order before the end of a valuation day, we’ll process it that day.
Otherwise, we’ll process your order on the next valuation day. You’ll receive your
money back in the same currency you used to buy the fund.


We won’t process orders to redeem for:
• a past date
• a future date
• a specific price
• any units that haven’t been paid for.


We’ll send you your money within three business days of receiving your order, as long as
your order is complete. If we don’t receive your properly completed order within 10
business days of the sale, we’ll buy back the units you sold at the close of business on the
10th business day. If we buy them back for less than you sold them for, the fund will keep
the difference. If we buy them back for more than you sold them for, we’ll charge your
dealer for the difference plus any costs. Your dealer may be entitled to recover any losses
from you.


Suspending your right to redeem units
On rare occasions, we may temporarily suspend your right to redeem your fund units and
postpone paying your sale proceeds. We can only do this under the following
circumstances:
• if normal trading is suspended on any exchange on which securities or derivatives


that make up more than half of the fund’s total assets by value are traded and these
securities or derivatives aren’t traded on any other exchange that is a reasonable
alternative for the fund, or
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• if we’ve received permission from the Ontario Securities Commission, or
• if the right to redeem units of a corresponding fund has been suspended, we’ll


automatically suspend the redemption of units of the RSP Fund that is linked to that
corresponding fund.


If we receive your order to redeem on a day when we’ve suspended the calculation of net
asset value per unit, you can withdraw your order before the end of the suspension
period. Or you can redeem your units based on the net asset value per unit calculated on
the first day after the suspension ends.


[sidebar]
We may charge you a deferred sales charge or a transfer charge, along with a short-term
trading fee when you redeem or transfer units. See the section, Fees and expenses, for
details.


Optional services


We offer the following plans to make it easier to buy and redeem Fidelity Funds. To sign
up for a plan, contact your advisor or call us for details.


Pre-Authorized Chequing plan
Our pre-authorized chequing plan lets you invest a small amount at regular intervals. This
can be an affordable and effective way to build your investments. Putting a little away at
a time is a good way to get into the habit of investing.


Here are some facts about our pre-authorized chequing plan:
• You can invest as little as $50 each time. Just tell us how much you want to invest


and when.
• We’ll withdraw the money directly from your bank account and invest it in the


Fidelity Funds you choose.
• You can change how much you invest and how often or cancel the plan whenever you


like.
• There are no fees for the plan, other than any sales charges.


Systematic Withdrawal Program
Our systematic withdrawal program lets you withdraw a fixed amount from your funds at
regular intervals. This is an easy way to receive cash, while giving the rest of your money
the chance to grow.


Here are some facts about our systematic withdrawal program:
• The systematic withdrawal program is available for non-registered accounts only.
• You can take out as little as $50 each time, as long as you have at least $5,000 in your


account when you start the withdrawal program.
• You choose when you receive your money—monthly, quarterly, or every six months.


We’ll send you a cheque or deposit the money directly into your bank account.
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• There are no fees or charges for the withdrawal program other than any deferred sales
charges or short-term trading fees.


• You can cancel the withdrawal program by telling us in writing.


It’s important to remember that if your regular withdrawals are more than what
your fund is earning, you’ll eventually use up your original investment.


Registered plans
Registered plans receive special treatment under the Income Tax Act (Canada). A key
benefit is that you don’t pay tax on the money you earn in these plans until you withdraw
it. In addition, contributions to an RRSP are deductible from your taxable earnings up to
your allowable limit.


We offer the following Fidelity registered plans:
• Registered Retirement Savings Plans (RRSPs)
• Registered Retirement Income Funds (RRIFs)
• Registered Education Savings Plans (RESPs)
• Locked-in Retirement Accounts (LIRAs)
• Life Income Funds (LIFs)
• Locked-in Retirement Income Funds (LRIFs).


You can open any of these plans by investing or transferring as little as $500 per fund.
There are no annual administration fees or fees to open, maintain or close a plan.


Group plans
A group plan is a collection of individual accounts, usually RRSPs or other registered
plans, set up through an employer. If your employer has set up a group plan, you may be
able to make contributions through payroll deductions.


The employer usually decides which Fidelity Funds will be available through a group
plan. However, the employer and Fidelity aren’t responsible for the performance of the
investments. It’s up to you to decide whether to buy, hold, or redeem units in a fund.
Since there may be other investment choices available, you’ll have to judge each choice
on its own merits. You may want to discuss your choices with an independent advisor.


Fees and expenses


The following table shows the fees and expenses you may have to pay if you invest in
Fidelity Funds. You may have to pay some of these fees and expenses directly. The funds
may have to pay some of these fees and expenses, which will reduce the value of your
investment in the fund.


Fees and expenses payable by the fund


Management fees Each fund pays an annual management fee to Fidelity to cover the costs of
managing the fund. The fee is calculated and accrued daily and paid monthly. In
some cases, we may waive our right to receive a portion of the management fees.
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The maximum annual rate of the management fee for Series A, Series F and
Series T units is set out below.  We charge an administrative fee directly to
investors in Series O units.


Annual management fee
Series A


units
Series F


units
Series T


units
Equity Funds
Canadian Equity Funds
Fidelity Canadian Disciplined Equity Fund 2.00% 1.00% 2.00%
Fidelity Canadian Growth Company Fund 2.00% 1.00% —
Fidelity Canadian Large Cap Fund 2.00% 1.00% —
Fidelity Canadian Opportunities Fund 2.00% 1.00% —
Fidelity True North Fund 2.00% 1.00% 2.00%
American Equity Funds
Fidelity American Disciplined Equity Fund 2.00% 1.00% 2.00%
Fidelity RSP American Disciplined Equity
Fund


2.00% 1.00% —


Fidelity American Opportunities Fund 2.00% 1.00% —
Fidelity RSP American Opportunities Fund 2.00% 1.00% —
Fidelity American Value Fund 2.00% 1.00% —
Fidelity Growth America Fund 2.00% 1.00% 2.00%
Fidelity RSP Growth America Fund 2.00% 1.00% —
Fidelity Small Cap America Fund 2.00% 1.00% —
Fidelity RSP Small Cap America Fund 2.00% 1.00% —
International Equity Funds
Fidelity Emerging Markets Fund 2.00% 1.00% —
Fidelity Europe Fund 2.00% 1.00% —
Fidelity RSP Europe Fund 2.00% 1.00% —
Fidelity Far East Fund 2.00% 1.00% —
Fidelity RSP Far East Fund 2.00% 1.00% —
Fidelity Global Disciplined Equity Fund 2.00% 1.00% 2.00%
Fidelity RSP Global Disciplined Equity Fund 2.00% 1.00% —
Fidelity Global Opportunities Fund 2.00% 1.00% —
Fidelity RSP Global Opportunities Fund 2.00% 1.00% —
Fidelity International Portfolio Fund 2.00% 1.00% 2.00%
Fidelity RSP International Portfolio Fund 2.00% 1.00% —
Fidelity Japan Fund 2.00% 1.00% —
Fidelity RSP Japan Fund 2.00% 1.00% —
Fidelity Latin America Fund 2.00% 1.00% —
Fidelity NorthStar Fund 2.20% 1.20% —
Fidelity RSP NorthStar Fund 2.20% 1.20% —
Fidelity Overseas Fund 2.00% 1.00% —
Fidelity RSP Overseas Fund 2.00% 1.00% —
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Annual management fee
Series A


units
Series F


units
Series T


units
Sector Funds
Fidelity Focus Consumer Industries Fund 2.00% 1.00% —
Fidelity Focus Financial Services Fund 2.00% 1.00% —
Fidelity RSP Focus Financial Services Fund 2.00% 1.00% —
Fidelity Focus Health Care Fund 2.00% 1.00% —
Fidelity RSP Focus Health Care Fund 2.00% 1.00% —
Fidelity Focus Natural Resources Fund 2.00% 1.00% —
Fidelity Focus Technology Fund 2.00% 1.00% —
Fidelity RSP Focus Technology Fund 2.00% 1.00% —
Fidelity Focus Telecommunications Fund 2.00% 1.00% —
Fidelity RSP Focus Telecommunications
Fund


2.00% 1.00% —


Management fee and fund expense distributions
In some cases, we may reduce the management fee or fund expenses for certain
Series A, Series F or Series T investors. Our decision to reduce our usual
management fee or fund expenses depends on a number of factors, including the
size of the investment, the expected level of account activity and the investor’s
total investments with us. In effect, the investors receive a rebate for the
management fees or fund expenses that apply to their units. We do this by
reducing the management fee charged to the fund or reducing the amount
charged to the fund for certain expenses and having the fund pay out the amount
of the reduction to the investors as a distribution. These are called management
fee and fund expense distributions.  We may increase or decrease the amount of
distributions to certain investors from time to time.


RSP Funds
We make sure the RSP Funds don’t pay duplicate management fees on their
direct investments in the corresponding funds or on the derivatives they use which
are based on the performance of the corresponding funds.


When an RSP Fund buys Series A units, Series F units or Series T units of a
corresponding fund, we’ll reduce the management fees payable by the RSP Fund
so that there is no duplication of management fees and we’ll reduce certain
expenses payable by the RSP Funds.  If we don’t, we’ll have the corresponding
fund pay a management fee distribution and fund expense distribution in the same
amounts.  When an RSP Fund buys Series O units of a corresponding fund, we
will only charge the RSP Fund for its proportionate share of the corresponding
fund’s operating expenses.


Payments made in connection with derivatives will eliminate any duplication of
management fees and certain expenses of the corresponding fund.  If they don’t,
we’ll reduce the management fees and expenses that are charged to the RSP
Fund.


Operating expenses Each Series A, Series F and Series T of a fund is responsible for its proportionate
share of common fund expenses in addition to expenses that it alone incurs.  For
Series O we pay common and specific expenses although each RSP Fund will be
required to reimburse us for its proportionate share of certain operating expenses
of its corresponding fund.
Operating expenses may include:
• transfer agency, pricing and bookkeeping fees, which are fees to process


purchases and sales of units of the fund and to calculate the fund’s unit price
• legal, audit and custodial fees
• costs of financial statements and other reports or filings
• taxes
• brokerage commissions
• interest charges
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Derivatives costs paid
by the RSP Funds


The RSP Funds pay the costs of their derivatives. These costs may include a
premium and other costs. Based on the pricing of the funds’ current derivatives,
we estimate that these costs will be in the range of 0.25% to 0.55% a year. These
costs may increase.


Fees and expenses payable directly by you


Sales charges Initial sales charge
You may have to pay a sales charge if you choose to buy Series A or Series T
units of a fund under the initial sales charge option. You and your advisor
negotiate the amount you pay. The charge can be from 0% to 5% on any Fidelity
Fund. We deduct the sales charge from the amount you invest and pay it to your
dealer as a commission.


You pay no sales charge when you buy Series F or Series O units of a fund.


Deferred sales charge
You’ll pay a deferred sales charge if you choose to buy Series A or Series T units
of a fund under the deferred sales charge option and you redeem your units within
six years of buying them. The charge is based on the original cost of your units
and how long you held them. We deduct the charge from the value of units you
redeem. The charge is paid to us. The table below shows the deferred sales
charge schedule:


You’ll pay
If you redeem Series A or Series T units a charge of
during the first year you own them 6.0%
during the second year you own them 5.5%
during the third year you own them 5.0%
during the fourth year you own them 4.5%
during the fifth year you own them 3.0%
during the sixth year you own them 1.5%
after six years of owning them zero


You pay no deferred sales charge when you redeem Series F or Series O units of
a fund.


Switch fees Transfer charge


You may have to pay a charge of up to 2% of the value of your units to your
dealer when you transfer from Series A or Series T units of one Fidelity Fund to
Series A or Series T units of another Fidelity Fund. You negotiate the charge with
your advisor.


You pay no transfer charge when you transfer from Series F units of one Fidelity
Fund to Series F or Series O units of another Fidelity Fund or when you transfer
Series O units of one Fidelity Fund to Series F or Series O units of another
Fidelity Fund.


If you transfer units within 90 days of buying them, you may also be charged a
short-term trading fee. You will not be charged a deferred sales charge on a
transfer.


Change fee


You may have to pay a fee of up to 2% of the value of your units to your dealer
when you change from Series F units of a Fidelity Fund to Series A or Series T
units of the same fund. You negotiate the charge with your advisor.


You pay no change fee when you
• change from Series F units of a Fidelity Fund to Series O units of the same
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fund, or
• change from Series O units of a Fidelity Fund to Series F units of the same


fund, or
• change from Series A or Series T units of a Fidelity Fund to Series F or


Series O units of the same fund.


You’ll find more information about changing units on page •.


Registered plan fees None


Other Short-term trading fee
If you redeem or transfer units within 30 days of buying units of any series of
Fidelity Far East Fund, Fidelity RSP Far East Fund, Fidelity Japan Fund, Fidelity
RSP Japan Fund and Fidelity Focus Funds, you will be charged a short-term
trading fee of 1% of the value of the units, unless we decide to waive the fee in
special circumstances.  If you redeem or transfer units of these funds between 31
and 90 days of purchase, you may be charged a short-term trading fee of 1% of
the value of the units.


If you redeem or transfer within 90 days of purchase units of any series of Fidelity
Funds (other than those listed in the paragraph above), you may be charged a
short-term trading fee of 1% of the value of the units.


This fee is designed to protect unitholders from other investors moving quickly in
and out of the funds. Frequent trading can hurt a fund’s performance by forcing
the portfolio manager to keep more cash in the fund than would otherwise be
needed or to sell investments at an inappropriate time. It may also increase the
fund’s transaction costs.


 Short-term trading fees are paid to the fund and are in addition to any initial sales
charge, deferred sales charge, or transfer charge. The fee is deducted from the
amount you redeem or transfer, or it is charged to your account, and is retained
by the fund. The short-term trading fee doesn’t apply to units:
 • you receive from reinvested distributions
• sold as a result of the death of a unitholder.


Cheque Fees
You may be charged a fee of $25 for each distribution which you request by
cheque in respect of Series T distributions.


Insufficient Funds Fee
You may be charged a fee of $25 plus applicable taxes for each payment not
honoured by your financial institution.


Series O Administrative Fee
The Funds do not pay any management fees in respect of Series O Units.
Instead, you will have to pay an annual administrative fee to us which is
negotiable.  This fee accrues daily and is paid monthly.
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Impact of sales charges
The table below shows the fees you would have to pay if you bought Series A or Series T
units of a fund under our different purchase options. It assumes that:
• You invest $1,000 in Series A or Series T units of the fund for each period and


redeem all of your units immediately before the end of the period.
• The sales charge under the initial sales charge option is 5%.
• The deferred sales charge under the deferred sales charge option applies only if you


redeem your units within six years of buying them. See Deferred sales charge for the
redemption fee schedule.


• You haven’t used your 10% free amount under the deferred sales charge option.


When you buy
your units After 1  year After 3 years After 5 years After 10 years


Initial sales
charge option


$50 – – – –


Deferred sales
charge option


– $60 $50 $30 –
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Dealer compensation


How your advisor and dealer are paid
Your advisor usually is the person you buy Fidelity Funds from. Your advisor could be a
broker, financial planner or other person who’s registered to sell mutual funds. Your
dealer is the firm your advisor works for.


Commissions
Your advisor usually receives a commission when you invest in Series A units of Fidelity
Funds. The commission depends on how you invest in the funds.


Initial sales charge option
You and your advisor decide on the percentage you’ll be charged when you buy Series A
or Series T units under the initial sales charge option. The percentage ranges from 0% to
5%. We deduct the sales charge from the amount you invest and pay it to your dealer as a
commission. See Fees and expenses for details.


Deferred sales charge option
When you choose the deferred sales charge option for Series A or Series T units, we pay
your dealer a commission of 4.9% of the amount you invest. You won’t pay a charge
unless you redeem your units within six years of buying them. See Fees and expenses for
details.


Transfer charge
When you transfer from one Fidelity Fund to another Fidelity Fund, you may have to pay
your dealer a transfer charge of up to 2%. You negotiate the charge with your advisor.


Change fee
 When you change Series F or Series O units of a Fidelity Fund to Series A or Series T
units of the same fund, you may have to pay your dealer a change fee of up to 2%.  You
negotiate the fee with your advisor.


Trailer fees
We pay trailer fees to your dealer on Series A and Series T units at the end of each
quarter or, if the dealer qualifies, on a more frequent basis. We expect that dealers will
pay a portion of the trailer fee to advisors for the services they provide to their clients.
These fees are a percentage of the average daily value of the Series A and Series T units
of each Fidelity Fund held by the dealer’s clients. The fees depend on the fund and the
sales charge option. We may change or cancel the terms of the trailer fees. The following
table shows the maximum trailer fee rates:


Maximum annual trailer fee rate—Series A and Series T units


Fund
Initial sales


charge option
Deferred sales
charge option


All equity funds 1.00% 0.50%


Marketing support programs
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We pay for materials we give to dealers to help support their sales efforts. These
materials include reports and commentaries on securities, the markets and Fidelity Funds.
We pay for our own marketing and advertising programs.


We may share with dealers some of their marketing and sales costs. We may also sponsor
investment research conferences and sales training programs for dealers. The dealer, not
Fidelity, decides who attends them. If the dealer sponsors a conference, the dealer, not
Fidelity, decides when and where it takes place.


All of our programs that benefit dealers comply with securities laws. The funds do not
pay the costs of these programs directly.


Introduction fees
We may pay a fee to dealers and others who introduce us to employers as potential clients
for our group plan business.


Dealer compensation from management fees


We paid dealers compensation of approximately 44% of the total management fees we
received from all the Fidelity Funds we managed during our financial year ended
December 31, 2001. This includes amounts we paid to dealers for commissions, trailer
fees, marketing support programs and introduction fees.


Income tax considerations for investors


This section is a summary of how taxes affect your investment in Fidelity Funds. It’s
written for individual unitholders who are residents of Canada and who hold their
units as capital property.


We’ve tried to make this section as helpful and accurate as possible, but your
situation may be different. Please consult a tax advisor about your own
circumstances.


How the funds aim to make money
A fund can make money two ways. First, it can earn income. Examples are interest paid
on bonds and dividends paid on stocks. A fund can also have capital gains if the value of
its holdings goes up. If the fund sells an investment at a gain, the gain is realized. If the
fund continues to hold the investment, the gain is unrealized.


Each year, the funds pay out a sufficient amount of their income (after deducting
expenses) and realized capital gains so that the funds don’t have to pay income tax. This
is known as a distribution.


How your mutual fund investment is taxed
The tax you pay on your mutual fund investment depends on whether you hold your units
in a registered plan or in a non-registered account.
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Funds you hold in a registered plan
Registered plans (other than RESPs) are subject to penalty if, at the end of any month, the
cost amount of foreign property held in the registered plan exceeds, generally, 30% of the
cost amount of all property held in the registered plan. The cost amount of units held by a
registered plan will be the adjusted cost base of those units, as described below. Switches
between funds and distributions from the funds, including any return of capital, may
affect the adjusted cost base of units held in your registered plan.


Funds you hold in a non-registered account
 If you hold your units in a non-registered account, we’ll send you a tax slip by the end of
March each year. It shows your share of the fund’s distributions of income and net capital
gains for the previous year, as well as any allowable tax credits. Income may include
dividend income from taxable Canadian corporations, foreign income and other income.
Dividends paid by Canadian companies will be taxed subject to the gross-up and
dividend tax credit. If the fund has earned foreign income, it may have paid foreign
withholding tax. Some or all of this tax may be credited against the Canadian income tax
you pay. Other income is fully taxable. Capital gains distributed by the funds will be
treated as if you realized them directly. It is unlikely that fees paid by holders of Series O
units will be deductible from income earned on those units.
 
You must include the income shown on the tax slip as part of your annual income. This
applies whether your distributions were reinvested in units of the fund or were paid to
you in cash.


If you receive more in distributions in a year than your share of the fund’s income and
capital gains for the year, you’ll have a return of capital. You don’t pay tax on a return of
capital. Instead, it reduces the adjusted cost base of your units of the fund. If the adjusted
cost base of your units is reduced to less than zero you will realize a capital gain, to the
extent of the negative amount of adjusted cost base.


Capital gains and losses when you redeem your units
You’ll have a capital gain if the money you make from redeeming or transferring a unit is
more than the adjusted cost base of the unit, after deducting any costs of redeeming or
transferring the unit. You’ll have a capital loss if the money you receive from a sale is
less than the adjusted cost base, after deducting any costs of redeeming or transferring
your units. Generally, one-half of a capital gain is included in calculating your income.


You can make the following permitted changes without triggering a
capital gain or a capital loss:


• Series A or Series T units of a fund purchased under the initial sales charge option to
Series F or Series O units of the same fund


• Series A units of a fund purchased under the deferred sales charge option to Series T
units of the same fund


• Series T units of a fund purchased under the deferred sales charge option to Series A
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units of the same fund
• Series F units of a fund to Series A or Series T units of the same fund purchased


under the initial sales charge option
• Series F units of a fund to Series O units of the same fund
• Series O units of a fund to Series A or Series T units of the same fund purchased


under the initial sales charge option
• Series O units of a fund to Series F units of the same fund.


If you’ve bought units at various times, you will likely have paid various prices. The
adjusted cost base of a unit is the average of the cost of all the units you hold in the fund.
That includes units you got through reinvestments of distributions. If you’ve bought or
sold units in U.S. dollars, the adjusted cost base and proceeds of disposition must be
calculated in Canadian dollars.


In certain cases, individuals may also have to pay alternative minimum tax on the capital
gains or dividends they earn.


Buying units late in the year
The unit price of a fund may include income and/or capital gains that the fund has earned
or realized but not yet distributed. If you buy units, particularly if it’s late in the year, you
may end up paying tax on income and capital gains the fund earned or realized before
you bought your units. This can happen when the fund makes a distribution in December
of its net income and net realized gains for the whole year. This can also happen where a
fund makes distributions of net income at other times, such as at the end of a quarter. You
should consider how this tax cost might affect you when you buy units.


[sidebar]
How to calculate adjusted cost base
Here’s how adjusted cost base is generally calculated:
• start with your initial investment, including any sales charges you paid
• add any additional investments including any sales charges you paid
• add any distributions you reinvested
• subtract any distributions that were a return of capital
• subtract the adjusted cost base of any previous redemptions.


To calculate adjusted cost base, you’ll need to keep detailed records of the price you paid
for your investments and the distributions you received on those units. It is expected that
the monthly distribution on Series T units will frequently include a return of capital,
which will affect the adjusted cost of your units. We will provide you with information
regarding any distributions that are a return of capital. For more information, contact your
tax advisor.


What are your legal rights?


Securities law in several provinces gives you the right to withdraw from an agreement to
buy securities within two business days after you receive a foundation document or to
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cancel your purchase within 48 hours after you receive confirmation of a securities
purchase. If you buy securities under a contractual plan, the time period for your right to
withdraw from the purchase may be longer.


In several provinces and territories, securities law also gives you the right to cancel a
purchase or, in some jurisdictions, claim damages if the foundation document or
financial statements contain a misrepresentation. You must act within the time limit set
by the securities legislation in your province or territory. You can find out more by
consulting the securities legislation in your province or territory, by consulting a legal
advisor, or by requesting and reviewing the Consumers’ Guide.
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FUND PROFILES


Fidelity Canadian Disciplined Equity™ Fund


Fund type Canadian equity fund
Date started Series A September 30, 1998, Series F October 10, 2000 and


Series O May 18, 2001
Type of securities Series A, Series F, Series O and Series T units of a mutual


fund trust
Eligibility for registered plans Eligible for registered plans. Units of the fund aren’t foreign


property.


Investment objective
This fund aims to achieve long-term capital growth.


It invests primarily in equity securities of Canadian companies.


Investment strategies
The fund aims to invest in the same sectors and in the same proportion as the S&P/TSX
Capped Composite Index. Members of a team of analysts are assigned to each sector.
They choose investments for their sector based on a thorough review of each company’s
management, financial conditions and potential for earnings growth over the long term.


These investments may or may not be included in the S&P/TSX Capped Composite
Index. If the investment is not included in the index, we can decide which sector it
belongs to. We regularly review the target allocations and rebalance the allocations, when
necessary.


[sidebar]
What is the S&P/TSX Capped Composite Index?
The S&P/TSX Capped Composite Index is made up of the largest and most actively
traded companies on the Toronto Stock Exchange. These companies are divided into
10 sectors. The sectors are based on the Global Industry Classification Standard.
Examples include energy, industrials, and financials. The size of a sector equals the total
size of all of the companies in a sector. The size of a sector compared to the S&P/TSX
Capped Composite Index is its weighting, which is simply a percentage. If a company
makes up more than 10% of the value of the index, it’s “capped” at 10%.


What are the risks of investing in the fund?
The fund invests primarily in equity securities of Canadian companies. That means its
value will change when the prices of the equities it invests in change.


The fund’s value can change for other reasons. The checklist on the next page shows you
which risks apply to this fund. You’ll find a complete description of each risk starting on
page •.


Risk checklist Main risk Additional risk Not a risk


Concentration l
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Risk checklist Main risk Additional risk Not a risk


Credit l
Currency l
Derivative l
Equity l
Foreign investment l
Interest rate l
Large transaction l
Liquidity l
Repurchase agreement l


Reverse repurchase
agreements


l


RSP Fund l
Securities Lending l
Series l
Small company l
Specialization l


Who should invest in this fund?
You might want to consider this fund if you are a long term investor and you wish to add
a Canadian equity fund to your portfolio.  To invest in this fund, you should be able to
accept a moderately high level of risk.
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Fidelity Canadian Growth Company Fund


Fund type Canadian equity fund
Date started Series A July 12, 1994, Series F October 10, 2000 and Series


O August 31, 2001
Type of securities Series A, Series F and Series O units of a mutual fund trust
Eligibility for registered plans Eligible for registered plans. Units of the fund aren’t foreign


property.


What does the fund invest in?


Investment objective
This fund aims to achieve long-term capital growth.


It invests primarily in equity securities of Canadian companies.


Investment strategies
The fund may invest in small, medium and large companies, but tends to focus on small
and medium companies.


What are the risks of investing in the fund?
The fund invests in equity securities of smaller Canadian companies. That means its
value will change when the prices of the equities it invests in change.


The fund’s value can change for other reasons. The checklist on the next page shows you
which risks apply to this fund. You’ll find a complete description of each risk starting on
page •.


Risk checklist Main risk Additional risk Not a risk


Concentration l
Credit l
Currency l
Derivative l
Equity l
Foreign investment l
Interest rate l
Large transaction l
Liquidity l
Repurchase agreement l


Reverse repurchase
agreements


l


RSP Fund l


Securities Lending l
Series l
Small company l
Specialization l


Who should invest in this fund?
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You might want to consider this fund if you are a long term investor and you wish to add
the growth potential of Canadian small and medium-sized companies to your portfolio.
To invest in this fund, you should be able to accept a high level of risk.
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Fidelity Canadian Large Cap Fund


Fund type Canadian equity fund
Date started Series A February 1, 1988, Series F October 10, 2000 and


Series O January 2, 2001
Type of securities Series A, Series F and Series O units of a mutual fund trust
Eligibility for registered plans Eligible for registered plans. Units of the fund aren’t foreign


property.


What does the fund invest in?


Investment objective
This fund aims to achieve long-term capital growth.


It invests primarily in equity securities of Canadian companies and tends to focus on
large companies.


Investment strategies
We consider large companies to be those similar in size to the companies in the TSX 100
index. When determining if a company is large, we include all of the company’s shares,
including those not listed on a stock exchange.


What are the risks of investing in the fund?
The fund invests primarily in equity securities of Canadian companies. That means its
value will change when the prices of the equities it invests in change.


The fund’s value can change for other reasons. The checklist below shows you which
risks apply to this fund. You’ll find a complete description of each risk starting on page •.


Risk checklist Main risk Additional risk Not a risk


Concentration l
Credit l
Currency l
Derivative l
Equity l
Foreign investment l
Interest rate l
Large transaction l


Liquidity l
Repurchase agreement l


Reverse repurchase
agreements


l


RSP Fund l
Securities Lending l
Series l
Small company l
Specialization l


Who should invest in this fund?
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You might want to consider this fund if you are a long term investor and you wish to add
the growth potential of large Canadian companies to your portfolio.  To invest in this
fund, you should be able to accept a moderately high level of risk.
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Fidelity Canadian Opportunities Fund


Fund type Canadian equity fund
Date started Series A July 24, 2000 and Series F October 10, 2000
Type of securities Series A, Series F and Series O units of a mutual fund


trust
Eligibility for registered plans Eligible for registered plans. Units of the fund aren’t foreign


property.


What does the fund invest in?


Investment objective
This fund aims to achieve long-term capital growth.


It invests primarily in equity securities of Canadian companies. The fund may sometimes
have significant exposure to relatively few companies and industries. We may also
choose to invest up to 10% of the fund’s assets at the time of purchase in the securities of
private companies.


Investment strategies
The fund invests in companies that we believe offer the potential for growth over the long
term and whose shares trade at prices reflecting attractive valuations. We also use this
investment approach to choose the companies in which the fund makes a substantial
investment. When deciding which private companies the fund invests in, we also look at
the share price of the company relative to its potential price if the company were to be
taken public or acquired by another company.


What are the risks of investing in the fund?
The fund invests primarily in equity securities of Canadian companies. That means its
value will change when the prices of the equities it invests in change.


The fund may concentrate its investments in relatively few companies and industries.
This makes the fund riskier than funds with greater diversification.


The fund’s value can change for other reasons. The checklist below shows you which
risks apply to this fund. You’ll find a complete description of each risk starting on page •.
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Risk checklist Main risk Additional risk Not a risk


Concentration l
Credit l
Currency l
Derivative l
Equity l
Foreign investment l
Interest rate l
Large transaction l
Liquidity l
Repurchase agreement l
Reverse repurchase
agreements


l


RSP Fund l
Securities Lending l
Series l
Small company l
Specialization l


Who should invest in this fund?
You might want to consider this fund if you are a long term investor and you wish to add
the growth potential of Canadian companies to your portfolio.  To invest in this fund, you
should be able to accept a high level of risk.
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Fidelity True North Fund


Fund type Canadian equity fund
Date started Series A September 23, 1996, Series F October 10, 2000 and


Series O January 2, 2001
Type of securities Series A, Series F, Series O and Series T units of a mutual


fund trust
Eligibility for registered plans Eligible for registered plans. Units of the fund aren’t foreign


property.


What does the fund invest in?


Investment objective
This fund aims to achieve long-term capital growth.


It invests primarily in equity securities of Canadian companies.


Investment strategies
The fund may invest in small, medium and large companies.


What are the risks of investing in the fund?
The fund invests primarily in equity securities of Canadian companies. That means its
value will change when the prices of the equities it invests in change.


The fund’s value can change for other reasons. The checklist below shows you which
risks apply to this fund. You’ll find a complete description of each risk starting on page •.


Risk checklist Main risk Additional risk Not a risk


Concentration l
Credit l
Currency l
Derivative l
Equity l
Foreign investment l
Interest rate l
Large transaction l
Liquidity l
Repurchase agreement l
Reverse repurchase
agreements l


RSP Fund l
Securities Lending l
Series l
Small company l
Specialization l
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Who should invest in this fund?
You might want to consider this fund if you are a long term investor and you wish to add
a Canadian equity fund to your portfolio.  To invest in this fund, you should be able to
accept a moderately high level of risk.
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Fidelity American Disciplined Equity™ Fund


Fund type U.S. equity fund
Date started Series A July 9, 2002, Series F July 9, 2002 and Series O July


9, 2002
Type of securities Series A, Series F, Series O and Series T units of a mutual


fund trust
Eligibility for registered plans The units are “foreign property” when purchased by registered


plans (other than RESPs).


What does the fund invest in?


Investment objective
This fund aims to achieve long-term capital growth.


It invests primarily in equity securities of U.S. companies.


Investment strategies
The fund aims to invest in sectors in approximately the same proportions as those sectors
are represented in the S&P 500 index.  The way we define the sectors is described below.
Members of a team of analysts are assigned to each sector. They put forward suggestions
for investments for their sector based on a thorough review of each company’s
management, financial conditions and potential for earnings growth over the long term
and the portfolio manager makes the final investment decisions.


The investments made by the fund may or may not be included in the S&P 500 index. If
the investment is not included in the index, we can decide which sector it belongs to. We
regularly review the target allocations and rebalance the allocations, when necessary.


 [sidebar]
What are the sectors?
The S&P 500 index is made up of 500 U.S. companies.  These companies are currently
divided into 122 sub-industries that are added together to form 10 sectors, all based on
the Global Industry Classification Standard (“GICS”).  We start with the same sub-
industries as the GICS and then group the sub-industries into 7 sectors instead of 10.  Our
financial services, health care, and technology sectors are identical to the GICS sectors.
We lump together the GICS telecommunications and utilities sectors into one sector.  Our
consumer sector includes the GICS consumer staples sector and a portion of the GICS
consumer discretionary sub-industries.  The remaining GICS consumer discretionary sub-
industries are added to our cyclical sector along with the GICS industrials sector and a
portion of the GICS materials sub-industries.  Our natural resources sector is made up of
the GICS energy sector and the remaining GICS materials sub-industries.  The size of
each sector equals the total size of the S&P 500 member companies in the sector.


What are the risks of investing in the fund?
The fund invests primarily in equity securities of U.S. companies. That means its value
will change when the prices of the equities it invests in change.







Fidelity American Disciplined Equity™ Fund


This document is for illustrative purposes only. 51


The fund’s value can change for other reasons. The checklist on the next page shows you
which risks apply to this fund. You’ll find a complete description of each risk starting on
page •.


Risk checklist Main risk Additional risk Not a risk


Concentration l
Credit l
Currency l
Derivative l
Equity l
Foreign investment l
Interest rate l
Large transaction l
Liquidity l
Repurchase agreement l
Reverse repurchase
agreements


l


RSP Fund l
Securities Lending l
Series l
Small company l
Specialization l


Who should invest in this fund?
You might want to consider this fund if you are a long term investor and you wish to add
a U.S. equity fund to your portfolio.  To invest in this fund, you should be able to accept
a high level of risk.
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Fidelity RSP American Disciplined Equity™ Fund


Fund type RSP Fund providing exposure to the performance of Fidelity
American Disciplined Equity Fund


Date started Series A July 9, 2002 and Series F July 9, 2002
Type of securities Series A, Series F and Series O units of a mutual fund trust
Eligibility for registered plans Eligible for registered plans. Units of the fund aren’t foreign


property.


What does the fund invest in?


Investment objective
This fund aims to achieve long-term capital growth.


It mostly uses derivatives to seek performance that closely tracks the performance of
Fidelity American Disciplined Equity Fund, while maintaining 100% registered plan
eligibility.


Investment strategies
The Fund mostly uses derivatives to seek performance that closely tracks the
performance of Fidelity American Disciplined Equity Fund by investing directly in that
fund up to the foreign property limit and by using forward contracts, debt-like securities
and other derivatives. The fund invests the balance of its assets in cash, money market
instruments and other securities, as permitted by securities regulators. These investments
allow the fund to maintain 100% registered plan eligibility and to cover its positions in
the forward contracts and other derivatives.


What are the risks of investing in the fund?
The fund has the same risks as Fidelity American Disciplined Equity Fund. It also has
other risks because it enters into derivatives with counterparties, which are usually
financial institutions.


The checklist below shows you which risks apply to this fund. You’ll find a complete
description of each risk starting on page •.


Risk checklist Main risk Additional risk Not a risk


Concentration l
Credit l
Currency l
Derivative l
Equity l
Foreign investment l
Interest rate l
Large transaction l


Liquidity l
Repurchase agreement l


Reverse repurchase
agreements


l


RSP Fund l
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Risk checklist Main risk Additional risk Not a risk


Securities Lending l
Series l
Small company l
Specialization l


Who should invest in this fund?
You might want to consider this fund if you’re investing through a registered plan (other
than an RESP) and you hold the maximum allowable amount of foreign property.  You
also should be a long term investor who wishes to gain exposure to the growth potential
of U.S. companies.  To invest in this fund, you should be able to accept a high level of
risk.


If you’re investing through a non-registered account or RESP or if the foreign property
holdings in your registered plan are below the foreign content limit, you should buy the
corresponding fund directly because you’ll get a better return and generally, better tax
treatment. Most of the distributions the fund pays outside of a registered plan are
considered income, which is taxed at a higher rate than capital gains.
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Fidelity American Opportunities Fund


Fund type U.S. equity fund
Date started Series A July 24, 2000, Series F October 10, 2000 and Series


O January 31, 2001
Type of securities Series A, Series F and Series O units of a mutual fund trust
Eligibility for registered plans The units are “foreign property” when purchased by registered


plans (other than RESPs).


What does the fund invest in?


Investment objective
 This fund aims to achieve long-term capital growth.
 
 It invests primarily in equity securities of U.S. companies.


Investment strategies
The fund may invest in small, medium and large companies, and may concentrate its
investments in relatively few industries and companies.


What are the risks of investing in the fund?
The fund invests primarily in equity securities of U.S. companies. That means its value
will change when the prices of the equities it invests in change.


The fund may concentrate its investments in relatively few industries. This makes the
fund riskier than funds with greater diversification.


Fidelity RSP American Opportunities Fund invests in Fidelity American Opportunities
Fund. If investors in the RSP Fund redeem a large number of units, Fidelity American
Opportunities Fund may have to sell its investments at unfavourable prices, which can
lower its returns.


The fund’s value can change for other reasons. The checklist on the next page shows you
which risks apply to this fund. You’ll find a complete description of each risk starting on
page •.
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Risk checklist Main risk Additional risk Not a risk


Concentration l
Credit l
Currency l
Derivative l
Equity l
Foreign investment l
Interest rate l
Large transaction l
Liquidity l
Repurchase agreement l
Reverse repurchase
agreements


l


RSP Fund l
Securities Lending l
Series l
Small company l
Specialization l


Who should invest in this fund?
You might want to consider this fund if you are a long term investor and you wish to add
the growth potential of U.S. companies to your portfolio.  To invest in this fund, you
should be able to accept a high level of risk.
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Fidelity RSP American Opportunities Fund


Fund type RSP Fund providing exposure to the performance of Fidelity
American Opportunities Fund


Date started Series A July 24, 2000 and Series F October 10, 2000
Type of securities Series A, Series F and Series O units of a mutual fund trust
Eligibility for registered plans Eligible for registered plans. Units of the fund aren’t foreign


property.


What does the fund invest in?


Investment objective
This fund aims to achieve long-term capital growth.


It mostly uses derivatives to seek performance that closely tracks the performance of
Fidelity American Opportunities Fund, while maintaining 100% registered plan
eligibility.


Investment strategies
The fund mostly uses derivatives to seek performance that closely tracks the performance
of Fidelity American Opportunities Fund by investing directly in that fund up to the
foreign property limit and by using forward contracts, debt-like securities and other
derivatives. The fund invests the balance of its assets in cash, money market instruments
and other securities, as permitted by securities regulators. These investments allow the
fund to maintain 100% registered plan eligibility and to cover its positions in the forward
contracts and other derivatives.


What are the risks of investing in the fund?
The fund has the same risks as Fidelity American Opportunities Fund. It also has other
risks because it enters into derivatives with counterparties, which are usually financial
institutions.


The checklist below shows you which risks apply to this fund. You’ll find a complete
description of each risk starting on page •.


Risk checklist Main risk Additional risk Not a risk


Concentration l
Credit l
Currency l
Derivative l
Equity l
Foreign investment l
Interest rate l
Large transaction l


Liquidity l
Repurchase agreement l


Reverse repurchase
agreements


l


RSP Fund l
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Risk checklist Main risk Additional risk Not a risk


Securities Lending l
Series l
Small company l
Specialization l


Who should invest in this fund?
You might want to consider this fund if you’re investing through a registered plan (other
than an RESP) and you hold the maximum allowable amount of foreign property.  You
also should be a long term investor who wishes to gain exposure to the growth potential
of U.S. companies.  To invest in this fund, you should be able to accept a high level of
risk.


If you’re investing through a non-registered account or RESP or if the foreign property
holdings in your registered plan are below the foreign content limit, you should buy the
corresponding fund directly because you’ll get a better return and generally, better tax
treatment. Most of the distributions the fund pays outside of a registered plan are
considered income, which is taxed at a higher rate than capital gains.
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Fidelity American Value Fund


Fund type U.S. equity fund
Date started Series A October 8, 2002 and Series F October 8, 2002
Type of securities Series A, Series F and Series O units of a mutual fund trust
Eligibility for registered plans The units are “foreign property” when purchased by registered


plans (other than RESPs).


What does the fund invest in?


Investment objective
This fund aims to achieve long-term capital growth.


It invests primarily in equity securities of U.S. companies.


Investment strategies
We invest in securities of companies that we believe are undervalued in the marketplace
in relation to factors such as the company’s assets, sales, earnings, growth potential, or
cash flow, or in relation to securities of other companies in the same industry. We
consider traditional and other measures of value such as price/book (P/B) ratio,
price/sales (P/S) ratio, price/earnings (P/E) ratio, and the discounted value of a
company’s projected future free cash flows. The types of companies in which the fund
may invest include companies experiencing positive fundamental change, such as a new
management team or product launch, a significant cost-cutting initiative, a merger or
acquisition, or a reduction in industry capacity that should lead to improved pricing;
companies whose earnings potential has increased or is expected to increase more than
generally perceived; and companies that have enjoyed recent market popularity but which
appear to have temporarily fallen out of favour for reasons that are considered non-
recurring or short-term.


We focus primarily on a company’s valuations when deciding whether or not to invest in
the company. We also consider industry, market and economic conditions affecting the
company.


What are the risks of investing in the fund?
The fund invests primarily in equity securities of U.S. companies. That means its value
will change when the prices of the equities it invests in change.


The fund’s value can change for other reasons. The checklist below shows you which
risks apply to this fund. You’ll find a complete description of each risk starting on page •.
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Risk checklist Main risk Additional risk Not a risk


Concentration l


Credit l


Currency l


Derivative l
Equity l
Foreign investment l
Interest rate l


Large transaction l


Liquidity l


Repurchase agreement l


Reverse repurchase
agreements


l


RSP Fund l
Securities Lending l
Series l
Small company l


Specialization l


Who should invest in this fund?
You might want to consider this fund if you are a long term investor and you wish to add
the growth potential of U.S. companies to your portfolio.  To invest in this fund, you
should be able to accept a moderately high level of risk.
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Fidelity Growth America Fund


Fund type U.S. equity fund
Date started Series A September 20, 1990, Series F October 10, 2000,


Series O January 2, 2001
Type of securities Series A, Series F, Series O and Series T units of a mutual


fund trust
Eligibility for registered plans The units are “foreign property” when purchased by registered


plans (other than RESPs).


What does the fund invest in?


Investment objective
This fund aims to achieve long-term capital growth.


It invests primarily in equity securities of U.S. companies.


Investment strategies
The fund may invest in small, medium and large companies.


What are the risks of investing in the fund?
The fund invests primarily in equity securities of U.S. companies. That means its value
will change when the prices of the equities it invests in change.


Fidelity RSP Growth America Fund invests in Fidelity Growth America Fund. If
investors in the RSP Fund redeem a large number of units, Fidelity Growth America
Fund may have to sell its investments at unfavourable prices, which can lower its returns.


The fund’s value can change for other reasons. The checklist below shows you which
risks apply to this fund. You’ll find a complete description of each risk starting on page •.


Risk checklist Main risk Additional risk Not a risk


Concentration l
Credit l
Currency l
Derivative l
Equity l
Foreign investment l
Interest rate l
Large transaction l
Liquidity l
Repurchase agreement l
Reverse repurchase
agreements


l


RSP Fund l
Securities Lending l
Series l


Small company l
Specialization l
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Who should invest in this fund?
You might want to consider this fund if you are a long term investor and you wish to add
the growth potential of U.S. companies to your portfolio.  To invest in this fund, you
should be able to accept a moderately high level of risk.
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Fidelity RSP Growth America Fund


Fund type RSP Fund providing exposure to the performance of Fidelity
Growth America Fund


Date started Series A January 31, 2000 and Series F October 10, 2000
Type of securities Series A, Series F and Series O units of a mutual fund trust
Eligibility for registered plans Eligible for registered plans. Units of the fund aren’t foreign


property.


What does the fund invest in?


Investment objective
This fund aims to achieve long-term capital growth.


It mostly uses derivatives to seek performance that closely tracks the performance of
Fidelity Growth America Fund, while maintaining 100% registered plan eligibility.


Investment strategies
The fund mostly uses derivatives to seek performance that closely tracks the performance
of Fidelity Growth America Fund by investing directly in that fund up to the foreign
property limit and by using forward contracts, debt-like securities and other derivatives.
The fund invests the balance of its assets in cash, money market instruments and other
securities, as permitted by securities regulators. These investments allow the fund to
maintain 100% registered plan eligibility and to cover its positions in the forward
contracts and other derivatives.


What are the risks of investing in the fund?
The fund has the same risks as Fidelity Growth America Fund. It also has other risks
because it enters into derivatives with counterparties, which are usually financial
institutions.


The checklist below shows you which risks apply to this fund. You’ll find a complete
description of each risk starting on page •.


Risk checklist Main risk Additional risk Not a risk


Concentration l
Credit l
Currency l
Derivative l
Equity l
Foreign investment l
Interest rate l
Large transaction l


Liquidity l
Repurchase agreement l


Reverse repurchase
agreements


l


RSP Fund l
Securities Lending l
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Risk checklist Main risk Additional risk Not a risk


Series l
Small company l
Specialization l


Who should invest in this fund?
You might want to consider this fund if you’re investing through a registered plan (other
than an RESP) and you hold the maximum allowable amount of foreign property.  You
also should be a long term investor who wishes to gain exposure to the growth potential
of U.S. companies.  To invest in this fund, you should be able to accept a moderately
high level of risk.


If you’re investing through a non-registered account or RESP or if the foreign property
holdings in your registered plan are below the foreign content limit, you should buy the
corresponding fund directly because you’ll get a better return and generally, better tax
treatment. Most of the distributions the fund pays outside of a registered plan are
considered income, which is taxed at a higher rate than capital gains.
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Fidelity Small Cap America Fund
Fund type U.S. equity fund
Date started Series A April 5, 1994, Series F October 10, 2000 and Series


O September 24, 2001
Type of securities Series A, Series F and Series O units of a mutual fund trust
Eligibility for registered plans The units are “foreign property” when purchased by registered


plans (other than RESPs).


What does the fund invest in?


Investment objective
This fund aims to achieve long-term capital growth.


It invests primarily in equity securities of U.S. small capitalization companies.


Investment strategies
In addition to small companies, the fund may invest in medium and large companies and
in securities of companies outside of the U.S.


 [sidebar]
What’s market capitalization?
Market capitalization is a measure of the size of a company. It’s calculated by
multiplying the current share price by the number of shares held by investors.


What are the risks of investing in the fund?
The fund invests primarily in equity securities of smaller U.S. companies. That means its
value will change when the prices of the equities it invests in change.


The fund’s value can change for other reasons. The checklist below shows you which
risks apply to this fund. You’ll find a complete description of each risk starting on page •.


Risk checklist Main risk Additional risk Not a risk


Concentration l
Credit l
Currency l
Derivative l
Equity l
Foreign investment l
Interest rate l
Large transaction l


Liquidity l
Repurchase agreement l


Reverse repurchase
agreements


l


RSP Fund l
Securities Lending l
Series l
Small company l
Specialization l
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Who should invest in this fund?
You might want to consider this fund if you are a long term investor and you wish to add
the growth potential of small U.S. companies to your portfolio.  To invest in this fund,
you should be able to accept a high level of risk.
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Fidelity RSP Small Cap America Fund


Fund type RSP Fund providing exposure to the performance of Fidelity
Small Cap America Fund


Date started Series A July 9, 2002 and Series F July 9, 2002
Type of securities Series A, Series F and Series O units of a mutual fund trust
Eligibility for registered plans Eligible for registered plans. Units of the fund aren’t foreign


property.


What does the fund invest in?


Investment objective
This fund aims to achieve long-term capital growth.


It mostly uses derivatives to seek performance that closely tracks the performance of
Fidelity Small Cap America Fund, while maintaining 100% registered plan eligibility.


Investment strategies
The Fund mostly uses derivatives to seek performance that closely tracks the
performance of Fidelity Small Cap America Fund by investing directly in that fund up to
the foreign property limit and by using forward contracts, debt-like securities and other
derivatives. The fund invests the balance of its assets in cash, money market instruments
and other securities, as permitted by securities regulators. These investments allow the
fund to maintain 100% registered plan eligibility and to cover its positions in the forward
contracts and other derivatives.


What are the risks of investing in the fund?
The fund has the same risks as Fidelity Small Cap America Fund. It also has other risks
because it enters into derivatives with counterparties, which are usually financial
institutions.


The checklist below shows you which risks apply to this fund. You’ll find a complete
description of each risk starting on page •.


Risk checklist Main risk Additional risk Not a risk


Concentration l
Credit l
Currency l
Derivative l
Equity l
Foreign investment l
Interest rate l
Large transaction l
Liquidity l
Repurchase agreement l


Reverse repurchase
agreements


l


RSP Fund l
Securities Lending l
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Risk checklist Main risk Additional risk Not a risk


Series l
Small company l
Specialization l


Who should invest in this fund?
You might want to consider this fund if you’re investing through a registered plan (other
than an RESP) and you hold the maximum allowable amount of foreign property.  You
also should be a long term investor who wishes to gain exposure to the growth potential
of U.S. companies.  To invest in this fund, you should be able to accept a high level of
risk.


If you’re investing through a non-registered account or RESP or if the foreign property
holdings in your registered plan are below the foreign content limit, you should buy the
corresponding fund directly because you’ll get a better return and generally, better tax
treatment. Most of the distributions the fund pays outside of a registered plan are
considered income, which is taxed at a higher rate than capital gains.
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Fidelity Emerging Markets Fund


Fund type Emerging markets equity fund
Date started Series A December 9, 1994 and Series F October 10, 2000
Type of securities Series A, Series F and Series O units of a mutual fund trust
Eligibility for registered plans The units are “foreign property” when purchased by registered


plans (other than RESPs).


What does the fund invest in?


Investment objective
This fund aims to achieve high total investment return.


It invests primarily in equity securities of companies in emerging market countries.


 [sidebar]
What’s an emerging market?
At Fidelity, we generally consider an emerging market country to be any country other
than Australia, Austria, Belgium, Canada, Denmark, Finland, France, Germany, Ireland,
Italy, Japan, the Netherlands, New Zealand, Norway, Spain, Sweden, Switzerland, the
United Kingdom and the United States.


Investment strategies
We normally diversify the fund’s investments across different emerging market
countries. We base these allocations on the size of the market in each country relative to
the size of the markets in emerging market countries as a whole.  The fund may,
however, invest virtually all of its assets in any one country.


What are the risks of investing in the fund?
The fund invests primarily in equity securities of companies in emerging markets. That
means its value will change when the prices of the equities it invests in change.


Prices of securities in developing or emerging countries tend to go up and down much
more than in more developed countries. That’s because of the greater uncertainty of
investing in smaller, less liquid markets and less established economies.


The fund’s value can change for other reasons. The checklist below shows you which
risks apply to this fund. You’ll find a complete description of each risk starting on page •.
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Risk checklist Main risk Additional risk Not a risk


Concentration l
Credit l
Currency l
Derivative l
Equity l
Foreign investment l
Interest rate l
Large transaction l
Liquidity l
Repurchase agreement l
Reverse repurchase
agreements


l


RSP Fund l
Securities Lending l
Series l
Small company l
Specialization l


Who should invest in this fund?
You might want to consider this fund if you are a long term investor and you wish to add
the growth potential of companies in emerging markets to your portfolio.  To invest in
this fund, you should be able to accept the highest level of risk.
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Fidelity Europe Fund


Fund type European equity fund
Date started Series A May 29, 1992, Series F October 10, 2000 and Series


O January 2, 2001
Type of securities Series A, Series F and Series O units of a mutual fund trust
Eligibility for registered plans The units are “foreign property” when purchased by registered


plans (other than RESPs).


What does the fund invest in?


Investment objective
This fund aims to achieve long-term capital growth.


It invests primarily in equity securities of companies in the United Kingdom and
continental Europe, including the European Community and the European Free Trade
Association.


 [sidebar]
What are the European Community and the European Free Trade Association?
The European Community (EC) is an economic alliance of 15 European nations that was
created in 1957 to foster trade and co-operation among its members. Its former name,
European Economic Community, was dropped in 1993 when the Maastricht Treaty on
European Union was ratified.


The European Free Trade Association was founded in 1960 and includes Iceland,
Liechtenstein, Norway and Switzerland. It promotes free trade and economic co-
operation among its members.


Investment strategies
We normally diversify the fund’s investments across different European countries. We
base these allocations on the size of the market in each country relative to the size of the
markets in Europe as a whole.


What are the risks of investing in the fund?
The fund invests primarily in equity securities of companies in Europe. That means its
value will change when the prices of the equities it invests in change.


This fund concentrates its investments in a single geographic region of the world. Prices
of securities in these markets may move up and down together. This makes the fund
riskier than funds with greater geographic diversification.


Fidelity RSP Europe Fund invests in Fidelity Europe Fund. If investors in the RSP Fund
redeem a large number of units, Fidelity Europe Fund may have to sell its investments at
unfavourable prices, which can lower its returns.


The fund’s value can change for other reasons. The checklist below shows you which
risks apply to this fund. You’ll find a complete description of each risk starting on page •.
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Risk checklist Main risk Additional risk Not a risk


Concentration l
Credit l
Currency l
Derivative l
Equity l
Foreign investment l
Interest rate l
Large transaction l
Liquidity l
Repurchase agreement l
Reverse repurchase
agreements


l


RSP Fund l
Securities Lending l
Series l
Small company l
Specialization l


Who should invest in this fund?
You might want to consider this fund if you are a long term investor and you wish to add
the growth potential of European companies to your portfolio.  To invest in this fund, you
should be able to accept a high level of risk.
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Fidelity RSP Europe Fund


Fund type RSP Fund providing exposure to the performance of Fidelity
Europe Fund


Date started Series A January 31, 2000 and Series F October 10, 2000
Type of securities Series A, Series F and Series O units of a mutual fund trust
Eligibility for registered plans Eligible for registered plans. Units of the fund aren’t foreign


property.


What does the fund invest in?


Investment objective
This fund aims to achieve long-term capital growth.


It mostly uses derivatives to seek performance that closely tracks the performance of
Fidelity Europe Fund, maintaining 100% registered plan eligibility.


Investment strategies
The fund mostly uses derivatives to seek performance that closely tracks the performance
of Fidelity Europe Fund by investing directly in that fund up to the foreign property limit
and by using forward contracts, debt-like securities and other derivatives. The fund
invests the balance of its assets in cash, money market instruments and other securities, as
permitted by securities regulators. These investments allow the fund to maintain 100%
registered plan eligibility and to cover its positions in the forward contracts and other
derivatives.


What are the risks of investing in the fund?
The fund has the same risks as Fidelity Europe Fund. It also has other risks because it
enters into derivatives with counterparties, which are usually financial institutions.


The checklist below shows you which risks apply to this fund. You’ll find a complete
description of each risk starting on page •.


Risk checklist Main risk Additional risk Not a risk


Concentration l
Credit l
Currency l
Derivative l
Equity l
Foreign investment l
Interest rate l
Large transaction l


Liquidity l
Repurchase agreement l


Reverse repurchase
agreements


l


RSP Fund l
Securities Lending l
Series l
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Risk checklist Main risk Additional risk Not a risk


Small company l
Specialization l


Who should invest in this fund?
You might want to consider this fund if you’re investing through a registered plan (other
than an RESP) and you hold the maximum allowable amount of foreign property.  You
also should be a long term investor who wishes to gain exposure to the growth potential
of European companies.  To invest in this fund, you should be able to accept a high level
of risk.


If you’re investing through a non-registered account or RESP or if the foreign property
holdings in your registered plan are below the foreign content limit, you should buy the
corresponding fund directly because you’ll get a better return and generally, better tax
treatment. Most of the distributions the fund pays outside of a registered plan are
considered income, which is taxed at a higher rate than capital gains.
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Fidelity Far East Fund


Fund type Far East equity fund
Date started Series A September 17, 1991, Series F October 10, 2000 and


Series O January 31, 2001
Type of securities Series A, Series F and Series O units of a mutual fund trust
Eligibility for registered plans The units are “foreign property” when purchased by registered


plans (other than RESPs).


What does the fund invest in?


Investment objective
This fund aims to achieve long-term capital growth.


It invests primarily in equity securities of companies located or operating in countries in
Southeast Asia. These countries include Australia, Hong Kong, India, Indonesia,
Malaysia, New Zealand, the People’s Republic of China, the Philippines, Singapore,
South Korea, Taiwan and Thailand. The fund doesn’t invest in Japan.


Investment strategies
We normally diversify the fund’s investments across different Southeast Asian countries.
We base these allocations on the size of the market in each country relative to the size of
the markets in Southeast Asia as a whole.


What are the risks of investing in the fund?
The fund invests primarily in equity securities of companies in Southeast Asia. That
means its value will change when the prices of the equities it invests in change.


This fund concentrates its investments in a single geographic region of the world. Prices
of securities in these markets may move up and down together. This makes the fund
riskier than funds with greater geographic diversification.


Fidelity RSP Far East Fund invests in Fidelity Far East Fund. If investors in the RSP
Fund redeem a large number of units, Fidelity Far East Fund may have to sell its
investments at unfavourable prices, which can lower its returns.


The fund’s value can change for other reasons. The checklist below shows you which
risks apply to this fund. You’ll find a complete description of each risk starting on page •.


Risk checklist Main risk Additional risk Not a risk


Concentration l
Credit l
Currency l
Derivative l
Equity l


Foreign investment l
Interest rate l
Large transaction l
Liquidity l
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Risk checklist Main risk Additional risk Not a risk


Repurchase agreement l
Reverse repurchase
agreements


l


RSP Fund l
Securities Lending l
Series l
Small company l
Specialization l


Who should invest in this fund?
You might want to consider this fund if you are a long term investor and you wish to add
the growth potential of Southeast Asian companies to your portfolio.  To invest in this
fund, you should be able to accept a high level of risk.
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Fidelity RSP Far East Fund


Fund type RSP Fund providing exposure to the performance of Fidelity
Far East Fund


Date started Series A January 31, 2000 and Series F October 10, 2000
Type of securities Series A, Series F and Series O units of a mutual fund trust
Eligibility for registered plans Eligible for registered plans. Units of the fund aren’t foreign


property.


What does the fund invest in?


Investment objective
This fund aims to achieve long-term capital growth.


It mostly uses derivatives to seek performance that closely tracks the performance of
Fidelity Far East Fund, maintaining 100% registered plan eligibility.


Investment strategies
The fund mostly uses derivatives to seek performance that closely tracks the performance
of Fidelity Far East Fund by investing directly in that fund up to the foreign property
limit and by using forward contracts, debt-like securities and other derivatives. The fund
invests the balance of its assets in cash, money market instruments and other securities, as
permitted by securities regulators. These investments allow the fund to maintain 100%
registered plan eligibility and to cover its positions in the forward contracts and other
derivatives.


What are the risks of investing in the fund?
The fund has the same risks as Fidelity Far East Fund. It also has other risks because it
enters into derivatives with counterparties, which are usually financial institutions.


The checklist below shows you which risks apply to this fund. You’ll find a complete
description of each risk starting on page •.


Risk checklist Main risk Additional risk Not a risk


Concentration l
Credit l
Currency l
Derivative l
Equity l
Foreign investment l
Interest rate l
Large transaction l


Liquidity l
Repurchase agreement l


Reverse repurchase
agreements


l


RSP Fund l
Securities Lending l
Series l
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Risk checklist Main risk Additional risk Not a risk


Small company l
Specialization l


Who should invest in this fund?
You might want to consider this fund if you’re investing through a registered plan (other
than an RESP) and you hold the maximum allowable amount of foreign property.  You
also should be a long term investor who wishes to gain exposure to the growth potential
of Southeast Asian companies.  To invest in this fund, you should be able to accept a high
level of risk.


If you’re investing through a non-registered account or RESP or if the foreign property
holdings in your registered plan are below the foreign content limit, you should buy the
corresponding fund directly because you’ll get a better return and generally, better tax
treatment. Most of the distributions the fund pays outside of a registered plan are
considered income, which is taxed at a higher rate than capital gains.
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Fidelity Global Disciplined Equity™ Fund


Fund type Global equity fund
Date started Series A July 9, 2002, Series F July 9, 2002 and Series O July


9, 2002
Type of securities Series A, Series F, Series O and Series T units of a mutual


fund trust
Eligibility for registered plans The units are “foreign property” when purchased by registered


plans (other than RESPs).


What does the fund invest in?


Investment objective
This fund aims to achieve long-term capital growth.


It invests primarily in equity securities of companies anywhere in the world.


Investment strategies
The fund aims to invest in sectors and in regions in approximately the same proportion as
those sectors and regions are represented in the MSCI World index.  The six regions are
the United States, the United Kingdom, Europe excluding the United Kingdom, Japan,
Pacific excluding Japan, and Canada.  The way we define the sectors is described below.
Members of a team of analysts are assigned to each sector. They put forward suggestions
for investments within their sector based on a thorough review of each company's
management, financial conditions and potential for earnings growth over the long term
and the portfolio manager makes the final investment decisions.


The investments made by the fund may or may not be included in the MSCI World index.
If the investment is not included in the index, we can decide which sector and region it
belongs to.  We consider a number of factors to determine whether an investment is tied
to a particular country or region including: the source of government guarantees (if any);
the primary trading market; the issuer's domicile, sources of revenue, and location of
assets; whether the investment is included in an index representative of a particular
country or region; and whether the investment is exposed to the economic fortunes and
risks of a particular country or region.  We regularly review the target allocations and
rebalance the allocations, when necessary.


 [sidebar]
What are the sectors?
The MSCI World index is made up of over 1,500 developed world companies.  The
companies are divided into sub-industries which, other than those located in the U.S., are
added together to form 10 sectors all based on the Global Industry Classification
Standard ("GICS"). For the non-U.S. regions, the fund aims to invest in sectors in the
same proportions as the 10 GICS sectors.  It is possible that the individual portions of the
fund invested in each of the 5 non-U.S. regions may be invested in different proportions
that the GICS sectors.
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For the U.S., we modify the GICS sectors.  We start with the same sub-industries as the
GICS and then group the sub-industries into 7 sectors instead of 10.  Our financial
services, health care, and technology sectors are identical to the GICS sectors.  We lump
together the GICS telecommunications and utilities sectors into one sector.  Our
consumer sector includes the GICS consumer staples sector and a portion of the GICS
consumer discretionary sub-industries.  The remaining GICS consumer discretionary sub-
industries are added to our cyclical sector along with the GICS industrials sector and a
portion of the GICS materials sub-industries. Our natural resources sector is made up of
the GICS energy sector and the remaining GICS materials sub-industries.  The size of
each sector equals the total size of the MSCI member companies in the sector.  For the
U.S., the fund aims to invest in sectors in the same proportion as these 7 sectors, as
defined above.


What are the risks of investing in the fund?
The fund invests primarily in equity securities of companies anywhere in the world. That
means its value will change when the prices of the equities it invests in change. The
checklist below shows you which risks apply to this fund. You’ll find a complete
description of each risk starting on page •.


Risk checklist Main risk Additional risk Not a risk


Concentration l
Credit l
Currency l
Derivative l
Equity l
Foreign investment l
Interest rate l
Large transaction l
Liquidity l
Repurchase agreement l
Reverse repurchase
agreements


l


RSP Fund l
Securities Lending l
Series l
Small company l
Specialization l


Who should invest in this fund?
You might want to consider this fund if you are a long term investor and you wish to add
a foreign equity fund to your portfolio.  To invest in this fund, you should be able to
accept a high level of risk.
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Fidelity RSP Global Disciplined Equity™ Fund


Fund type RSP Fund providing exposure to the performance of Fidelity
Global Disciplined Equity Fund


Date started Series A July 9, 2002 and Series F July 9, 2002
Type of securities Series A, Series F and Series O units of a mutual fund trust
Eligibility for registered plans Eligible for registered plans. Units of the fund aren’t foreign


property.


What does the fund invest in?


Investment objective
This fund aims to achieve long-term capital growth.


It mostly uses derivatives to seek performance that closely tracks the performance of
Fidelity Global Disciplined Equity Fund, while maintaining 100% registered plan
eligibility.


Investment strategies
The Fund mostly uses derivatives to seek performance that closely tracks the
performance of Fidelity Global Disciplined Equity Fund by investing directly in that fund
up to the foreign property limit and by using forward contracts, debt-like securities and
other derivatives. The fund invests the balance of its assets in cash, money market
instruments and other securities, as permitted by securities regulators. These investments
allow the fund to maintain 100% registered plan eligibility and to cover its positions in
the forward contracts and other derivatives.


What are the risks of investing in the fund?
The fund has the same risks as Fidelity Global Disciplined Equity Fund. It also has other
risks because it enters into derivatives with counterparties, which are usually financial
institutions.


The checklist below shows you which risks apply to this fund. You’ll find a complete
description of each risk starting on page •.


Risk checklist Main risk Additional risk Not a risk


Concentration l


Credit l
Currency l
Derivative l
Equity l
Foreign investment l
Interest rate l
Large transaction l
Liquidity l
Repurchase agreement l


Reverse repurchase
agreements l


RSP Fund l
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Risk checklist Main risk Additional risk Not a risk


Securities Lending l
Series l
Small company l
Specialization l


Who should invest in this fund?
You might want to consider this fund if you’re investing through a registered plan (other
than an RESP) and you hold the maximum allowable amount of foreign property.  You
also should be a long term investor who wishes to gain exposure to the growth potential
of global companies.  To invest in this fund, you should be able to accept a high level of
risk.


If you’re investing through a non-registered account or RESP or if the foreign property
holdings in your registered plan are below the foreign content limit, you should buy the
corresponding fund directly because you’ll get a better return and generally, better tax
treatment. Most of the distributions the fund pays outside of a registered plan are
considered income, which is taxed at a higher rate than capital gains.
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Fidelity Global Opportunities Fund


Fund type Global equity fund
Date started Series A January 30, 2002, Series F January 30, 2002 and


Series O January 30, 2002
Type of securities Series A, Series F and Series O units of a mutual fund trust
Eligibility for registered plans The units are “foreign property” when purchased by registered


plans (other than RESPs).


What does the Fund invest in?


Investment objective
This fund aims to achieve long-term capital growth.


It invests primarily in equity securities of companies anywhere in the world.


Investment strategies
We normally diversify the fund’s investments across different countries and regions. We
base these allocations on the size of the market in each country and region relative to the
size of the international market as a whole.  The fund may, however, concentrate its
investments in relatively few countries, regions, industries and companies.


What are the risks of investing in the fund?
The fund invests primarily in equity securities of companies anywhere in the world. That
means its value will change when the prices of the equities it invests in change.


The fund’s value can change for other reasons. The checklist shows you which risks
apply to the fund. You’ll find a complete description of each risk starting on page •.


Risk checklist Main risk Additional risk Not a risk


Concentration l
Credit l
Currency l
Derivative l
Equity l
Foreign investment l
Interest rate l
Large transaction l


Liquidity l
Repurchase agreement l


Reverse repurchase
agreements


l


RSP Fund l
Securities Lending l
Series l
Small company l
Specialization l


Who should invest in the fund?
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You might want to consider the fund if you are a long term investor and you wish to add
the growth potential of companies around the world to your portfolio.  To invest in the
fund, you should be able to accept a high level of risk.
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Fidelity RSP Global Opportunities Fund


Fund type RSP Fund providing exposure to the performance of Fidelity
Global Opportunities Fund


Date started Series A January 30, 2002 and Series F January 30, 2002
Type of securities Series A, Series F and Series O units of a mutual fund trust
Eligibility for registered plans Eligible for registered plans. Units of the fund aren’t foreign


property.


What does the fund invest in?


Investment objective
This fund aims to achieve long-term capital growth.


It mostly uses derivatives to seek performance that closely tracks the performance of
Fidelity Global Opportunities Fund, while maintaining 100% registered plan eligibility.


Investment strategies
The fund mostly uses derivatives to seek performance that closely tracks the performance
of Fidelity Global Opportunities Fund by investing directly in that fund up to the foreign
property limit and by using forward contracts, debt-like securities and other derivatives.
The fund invests the balance of its assets in cash, money market instruments and other
securities, as permitted by securities regulators.  These investments allow the fund to
maintain 100% registered plan eligibility and to cover its positions in the forward
contracts and other derivatives.


What are the risks of investing in the fund?
The fund has the same risks as Fidelity Global Opportunities Fund.  It also has other risks
because it enters into derivatives with counterparties, which are usually financial
institutions.


The checklist below shows you which risks apply to this fund. You’ll find a complete
description of each risk starting on page •.


Risk checklist Main risk Additional risk Not a risk


Concentration l
Credit l
Currency l
Derivative l
Equity l
Foreign investment l
Interest rate l
Large transaction l


Liquidity l
Repurchase agreement l


Reverse repurchase
agreements


l


RSP Fund l
Securities Lending l
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Risk checklist Main risk Additional risk Not a risk


Series l
Small company l
Specialization l


Who should invest in this fund?
You might want to consider this fund if you're investing through a registered plan (other
than an RESP) and you hold the maximum allowable amount of foreign property.  You
also should be a long term investor who wishes to invest in a core foreign equity fund.
To invest in this fund, you should be able to accept a moderately high level of risk.


If you're investing through a non-registered account or RESP or if the foreign property
holdings in your registered plan are below the foreign content limit, you should buy the
corresponding fund directly because you'll get a better return and generally, better tax
treatment.  Most of the distributions the fund pays outside of a registered plan are
considered income, which is taxed at a higher rate than capital gains.
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Fidelity International Portfolio Fund


Fund type Global equity fund
Date started Series A November 30, 1987, Series F October 10, 2000 and


Series O January 2, 2001
Type of securities Series A, Series F, Series O and Series T units of a mutual


fund trust
Eligibility for registered plans The units are “foreign property” when purchased by registered


plans (other than RESPs).


What does the fund invest in?


Investment objective
This fund aims to achieve long-term capital growth.


It invests primarily in equity securities of companies anywhere in the world.


Investment strategies
We normally diversify the fund’s investments across different countries and regions. We
base these allocations on the size of the market in each country and region relative to the
size of the international market as a whole.


What are the risks of investing in the fund?
The fund invests primarily in equity securities of companies anywhere in the world. That
means its value will change when the prices of the equities it invests in change.


Fidelity RSP International Portfolio Fund invests in Fidelity International Portfolio Fund.
If investors in the RSP Fund redeem a large number of units, Fidelity International
Portfolio Fund may have to sell its investments at unfavourable prices, which can lower
its returns.


The fund’s value can change for other reasons. The checklist on the next page shows you
which risks apply to this fund. You’ll find a complete description of each risk starting on
page •.


Risk checklist Main risk Additional risk Not a risk


Concentration l
Credit l
Currency l
Derivative l
Equity l


Foreign investment l
Interest rate l
Large transaction l
Liquidity l
Repurchase agreement l
Reverse repurchase
agreements


l


RSP Fund l
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Risk checklist Main risk Additional risk Not a risk


Securities Lending l
Series l
Small company l
Specialization l


Who should invest in this fund?
You might want to consider this fund if you are a long term investor and you wish to add
a core foreign equity fund to your portfolio.  To invest in this fund, you should be able to
accept a moderately high level of risk.
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Fidelity RSP International Portfolio Fund


Fund type RSP Fund providing exposure to the performance of Fidelity
International Portfolio Fund


Date started Series A September 16, 1999, Series F October 10, 2000 and
Series O January 2, 2001


Type of securities Series A, Series F and Series O units of a mutual fund trust
Eligibility for registered plans Eligible for registered plans. Units of the fund aren’t foreign


property.


What does the fund invest in?


Investment objective
This fund aims to achieve long-term capital growth.


It mostly uses derivatives to seek performance that closely tracks the performance of
Fidelity International Portfolio Fund, while maintaining 100% registered plan eligibility.


Investment strategies
The fund mostly uses derivatives to seek performance that closely tracks the performance
of Fidelity International Portfolio Fund by investing directly in that fund up to the foreign
property limit and by using forward contracts, debt-like securities and other derivatives.
The fund invests the balance of its assets in cash, money market instruments and other
securities, as permitted by securities regulators. These investments allow the fund to
maintain 100% registered plan eligibility and to cover its positions in the forward
contracts and other derivatives.


What are the risks of investing in the fund?
The fund has the same risks as Fidelity International Portfolio Fund. It also has other
risks because it enters into derivatives with counterparties, which are usually financial
institutions.


The checklist below shows you which risks apply to this fund. You’ll find a complete
description of each risk starting on page •.


Risk checklist Main risk Additional risk Not a risk


Concentration l
Credit l
Currency l
Derivative l
Equity l


Foreign investment l
Interest rate l
Large transaction l
Liquidity l
Repurchase agreement l
Reverse repurchase
agreements


l


RSP Fund l
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Risk checklist Main risk Additional risk Not a risk


Securities Lending l
Series l
Small company l
Specialization l


Who should invest in this fund?
You might want to consider this fund if you’re investing through a registered plan (other
than an RESP) and you hold the maximum allowable amount of foreign property.  You
also should be a long term investor who wishes to invest in a core foreign equity fund.
To invest in this fund, you should be able to accept a moderately high level of risk.


If you’re investing through a non-registered account or RESP or if the foreign property
holdings in your registered plan are below the foreign content limit, you should buy the
corresponding fund directly because you’ll get a better return and generally, better tax
treatment. Most of the distributions the fund pays outside of a registered plan are
considered income, which is taxed at a higher rate than capital gains.
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Fidelity Japan Fund


Fund type Japanese equity fund
Date started Series A July 5, 1993, Series F October 10, 2000 and Series O


January 31, 2001
Type of securities Series A, Series F and Series O units of a mutual fund trust
Eligibility for registered plans The units are “foreign property” when purchased by registered


plans (other than RESPs).


What does the fund invest in?


Investment objective
This fund aims to achieve long-term capital growth.


It invests primarily in equity securities of Japanese companies.


Investment strategies
The fund may invest in small, medium and large companies.


What are the risks of investing in the fund?
The fund invests primarily in equity securities of companies in Japan. That means its
value will change when the prices of the equities it invests in change.


This fund concentrates its investments in a single geographic region of the world. Prices
of securities in these markets may move up and down together. This makes the fund
riskier than funds with greater geographic diversification.


Fidelity RSP Japan Fund invests in Fidelity Japan Fund. If investors in the RSP Fund
redeem a large number of units, Fidelity Japan Fund may have to sell its investments at
unfavourable prices, which can lower its returns.


The fund’s value can change for other reasons. The checklist below shows you which
risks apply to this fund. You’ll find a complete description of each risk starting on page •.


Risk checklist Main risk Additional risk Not a risk


Concentration l
Credit l
Currency l
Derivative l
Equity l
Foreign investment l
Interest rate l
Large transaction l


Liquidity l
Repurchase agreement l


Reverse repurchase
agreements


l


RSP Fund l
Securities Lending l







Fidelity Japan Fund


This document is for illustrative purposes only. 91


Risk checklist Main risk Additional risk Not a risk


Series l
Small company l
Specialization l


Who should invest in this fund?
You might want to consider this fund if you are a long term investor and you wish to add
the growth potential of Japanese companies to your portfolio.  To invest in this fund, you
should be able to accept a high level of risk.







92


Fidelity RSP Japan Fund


Fund type RSP Fund providing exposure to the performance of Fidelity
Japan Fund


Date started Series A January 31, 2000 and Series F October 10, 2000
Type of securities Series A, Series F and Series O units of a mutual fund trust
Eligibility for registered plans Eligible for registered plans. Units of the fund aren’t foreign


property.


What does the fund invest in?


Investment objective
This fund aims to achieve long-term capital growth.


It mostly uses derivatives to seek performance that closely tracks the performance of
Fidelity Japan Fund, while maintaining 100% registered plan eligibility.


Investment strategies
The fund mostly uses derivatives to seek performance that closely tracks the performance
of Fidelity Japan Fund by investing directly in that fund up to the foreign property limit
and by using forward contracts, debt-like securities and other derivatives. The fund
invests the balance of its assets in cash, money market instruments and other securities, as
permitted by securities regulators. These investments allow the fund to maintain 100%
registered plan eligibility and to cover its positions in the forward contracts and other
derivatives.


What are the risks of investing in the fund?
The fund has the same risks as Fidelity Japan Fund. It also has other risks because it
enters into derivatives with counterparties, which are usually financial institutions.


The checklist below shows you which risks apply to this fund. You’ll find a complete
description of each risk starting on page •.


Risk checklist Main risk Additional risk Not a risk


Concentration l
Credit l
Currency l
Derivative l
Equity l
Foreign investment l
Interest rate l
Large transaction l


Liquidity l
Repurchase agreement l


Reverse repurchase
agreements


l


RSP Fund l
Securities Lending l
Series l
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Risk checklist Main risk Additional risk Not a risk


Small company l
Specialization l


Who should invest in this fund?
You might want to consider this fund if you’re investing through a registered plan (other
than an RESP) and you hold the maximum allowable amount of foreign property.  You
also should be a long term investor who wishes to gain exposure to the growth potential
of Japanese companies.  To invest in this fund, you should be able to accept a high level
of risk.


If you’re investing through a non-registered account or RESP or if the foreign property
holdings in your registered plan are below the foreign content limit, you should buy the
corresponding fund directly because you’ll get a better return and generally, better tax
treatment. Most of the distributions the fund pays outside of a registered plan are
considered income, which is taxed at a higher rate than capital gains.
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Fidelity Latin America Fund


Fund type Latin American equity fund
Date started Series A January 19, 1994 and Series F October 10, 2000
Type of securities Series A, Series F and Series O units of a mutual fund trust
Eligibility for registered plans The units are “foreign property” when purchased by registered


plans (other than RESPs).


What does the fund invest in?


Investment objective
This fund aims to achieve high total investment return.


It invests primarily in equity securities of Latin American companies.


 [sidebar]
The fund defines Latin America as Mexico and all countries in Central America and
South America.


Investment strategies
We normally diversify the fund’s investments across different Latin American countries.
We base these allocations on the size of the market in each country relative to the size of
the markets in Latin America as a whole.


What are the risks of investing in the fund?
The fund invests primarily in equity securities of companies in Latin America. That
means its value will change when the prices of the equities it invests in change.


This fund concentrates its investments in a single geographic region of the world. Prices
of securities in these markets may move up and down together. This makes the fund
riskier than funds with greater geographic diversification.


The fund’s value can change for other reasons. The checklist on the next page shows you
which risks apply to this fund. You’ll find a complete description of each risk starting on
page •.
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Risk checklist Main risk Additional risk Not a risk


Concentration l
Credit l
Currency l
Derivative l
Equity l
Foreign investment l
Interest rate l
Large transaction l
Liquidity l
Repurchase agreement l
Reverse repurchase
agreements


l


RSP Fund l
Securities Lending l
Series l
Small company l
Specialization l


Who should invest in this fund?
You might want to consider this fund if you are a long term investor and you wish to add
the growth potential of Latin American companies to your portfolio.  To invest in this
fund, you should be able to accept the highest level of risk.
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Fidelity NorthStar™ Fund


Fund type Global equity fund
Date started Series A October 8, 2002 and Series F October 8, 2002
Type of securities Series A, Series F and Series O units of a mutual fund trust
Eligibility for registered plans The units are “foreign property” when purchased by registered


plans (other than RESPs).


What does the fund invest in?


Investment objective
This fund aims to achieve long-term capital growth.


It invests primarily in equity securities of companies anywhere in the world.


Investment strategies
We consider investment in companies that are in special situations such as those
experiencing restructurings, regulatory changes, financial difficulty, or management
changes.  We choose companies that we believe offer the potential for growth over the
long term and whose shares trade at prices reflecting attractive valuations.


Although we anticipate investing primarily in North American companies, we have the
ability to invest in companies anywhere in the world.  The fund may invest in small,
medium and large companies.  The fund may sometimes have significant exposure to
relatively few companies, industries, countries, or to one size of company.  It may hold a
higher proportion of securities that are illiquid than other funds.


We may choose to invest up to 10% of the fund’s assets at the time of purchase in the
securities of private companies.  When deciding which private companies the fund
invests in, we also look at the share price of the company relative to its potential price if
the company were to be taken public or acquired by another company.


What are the risks of investing in the fund?
The fund may concentrate its investments in relatively few companies and industries or in
securities of private companies.  This makes the fund riskier than funds with greater
diversification or more liquid securities.


Fidelity RSP NorthStar Fund invests in Fidelity NorthStar Fund.  If investors in the RSP
Fund redeem a large number of units, Fidelity NorthStar Fund may have to sell its
investments at unfavourable prices, which can lower its returns.


The fund’s value can change for other reasons. The checklist below shows you which
risks apply to this fund. You’ll find a complete description of each risk starting on page •.


Risk checklist Main risk Additional risk Not a risk


Concentration l
Credit l
Currency l
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Risk checklist Main risk Additional risk Not a risk


Derivative l
Equity l
Foreign investment l
Interest rate l
Large transaction l
Liquidity l
Repurchase agreement l
Reverse repurchase
agreements


l


RSP Fund l
Securities Lending l
Series l
Small company l
Specialization l


Who should invest in this fund?
You might want to consider this fund if you are a long term investor and you wish to add
a foreign equity fund to a small part of your portfolio.  To invest in this fund, you should
be able to accept a high level of risk.
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Fidelity RSP NorthStar™ Fund


Fund type RSP Fund providing exposure to the performance of Fidelity
NorthStar Fund


Date started Series A October 8, 2002 and Series F October 8, 2002
Type of securities Series A, Series F and Series O units of a mutual fund trust
Eligibility for registered plans 100% eligible for registered plans. Units of the fund aren’t


foreign property.


What does the fund invest in?


Investment objective
This fund aims to achieve long-term capital growth.


It mostly uses derivatives to seek performance that closely tracks the performance of
Fidelity NorthStar Fund, while maintaining 100% registered plan eligibility.


Investment strategies
The Fund mostly uses derivatives to seek performance that closely tracks the
performance of Fidelity NorthStar Fund by investing directly in that fund up to the
foreign property limit and by using forward contracts, debt-like securities and other
derivatives. The fund invests the balance of its assets in cash, money market instruments
and other securities, as permitted by securities regulators. These investments allow the
fund to maintain 100% registered plan eligibility and to cover its positions in the forward
contracts and other derivatives.


What are the risks of investing in the fund?
The fund has the same risks as Fidelity NorthStar Fund. It also has other risks because it
enters into derivatives with counterparties, which are usually financial institutions.  The
checklist below shows you which risks apply to this fund. You’ll find a complete
description of each risk starting on page •.


Risk checklist Main risk Additional risk Not a risk


Concentration l
Credit l
Currency l
Derivative l
Equity l
Foreign investment l
Interest rate l
Large transaction l


Liquidity l
Repurchase agreement l


Reverse repurchase
agreements


l


RSP Fund l
Securities Lending l
Series l
Small company l







Fidelity RSP NorthStar™ Fund


This document is for illustrative purposes only. 99


Risk checklist Main risk Additional risk Not a risk


Specialization l


Who should invest in this fund?
You might want to consider this fund if you’re investing through a registered plan (other
than an RESP) and you hold the maximum allowable amount of foreign property.  You
also should be a long term investor who wishes to gain exposure to the growth potential
of U.S. companies.  To invest in this fund, you should be able to accept a high level of
risk.


If you’re investing through a non-registered account or RESP or if the foreign property
holdings in your registered plan are below the foreign content limit, you should buy the
corresponding fund directly because you’ll get a better return and generally, better tax
treatment. Most of the distributions the fund pays outside of a registered plan are
considered income, which is taxed at a higher rate than capital gains.
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Fidelity Overseas Fund


Fund type Europe, Australasia and Far East (EAFE) equity fund
Date started Series A May 31, 1999, Series F October 10, 2000 and Series


O January 31, 2001
Type of securities Series A, Series F and Series O units of a mutual fund trust
Eligibility for registered plans The units are “foreign property” when purchased by registered


plans (other than RESPs).


What does the fund invest in?


Investment objective
This fund aims to achieve long-term capital growth.


It invests primarily in equity securities of companies located or operating in Europe,
Australasia and the Far East.


Investment strategies
We normally diversify the fund’s investments across different countries and regions. We
base these allocations on the size of the market in each country and region relative to the
size of the world market as a whole.


What are the risks of investing in the fund?
The fund invests primarily in equity securities of companies outside North America.
That means its value will change when the prices of the equities it invests in change.


Fidelity RSP Overseas Fund invests in Fidelity Overseas Fund.  If investors in the RSP
Fund redeem a large number of units, Fidelity Overseas Fund may have to sell its
investments at unfavourable prices, which can lower its returns.


The fund’s value can change for other reasons. The checklist on the next page shows you
which risks apply to this fund. You’ll find a complete description of each risk starting on
page •.


Risk checklist Main risk Additional risk Not a risk


Concentration l
Credit l
Currency l
Derivative l
Equity l
Foreign investment l
Interest rate l
Large transaction l


Liquidity l
Repurchase agreement l


Reverse repurchase
agreements


l


RSP Fund l
Securities Lending l
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Risk checklist Main risk Additional risk Not a risk


Series l
Small company l
Specialization l


Who should invest in this fund?
You might want to consider this fund if you are a long term investor and you wish to add
a core foreign equity fund to your portfolio.  To invest in this fund, you should be able to
accept a moderately high level of risk.
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Fidelity RSP Overseas Fund


Fund type RSP Fund providing exposure to the performance of Fidelity
Overseas Fund


Date started Series A January 31, 2000 and Series F October 10, 2000
Type of securities Series A, Series F and Series O units of a mutual fund trust
Eligibility for registered plans Eligible for registered plans. Units of the fund aren’t foreign


property


What does the fund invest in?


Investment objective
This fund aims to achieve long-term capital growth.


It mostly uses derivatives to seek performance that closely tracks the performance of
Fidelity Overseas Fund, while maintaining 100% registered plan eligibility.


Investment strategies
The fund mostly uses derivatives to seek performance that closely tracks the performance
of Fidelity Overseas Fund by investing directly in that fund up to the foreign property
limit and by using forward contracts, debt-like securities and other derivatives. The fund
invests the balance of its assets in cash, money market instruments and other securities, as
permitted by securities regulators. These investments allow the fund to maintain 100%
registered plan eligibility and to cover its positions in the forward contracts and other
derivatives.


What are the risks of investing in the fund?
The fund has the same risks as Fidelity Overseas Fund. It also has other risks because it
enters into derivatives with counterparties, which are usually financial institutions.


The checklist below shows you which risks apply to this fund. You’ll find a complete
description of each risk starting on page •.


Risk checklist Main risk Additional risk Not a risk


Concentration l
Credit l
Currency l
Derivative l
Equity l
Foreign investment l
Interest rate l
Large transaction l


Liquidity l
Repurchase agreement l


Reverse repurchase
agreements


l


RSP Fund l
Securities Lending l
Series l
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Risk checklist Main risk Additional risk Not a risk


Small company l
Specialization l


Who should invest in this fund?
You might want to consider this fund if you’re investing through a registered plan (other
than an RESP) and you hold the maximum allowable amount of foreign property.  You
also should be a long term investor who wishes to invest in a core foreign equity fund.
To invest in this fund, you should be able to accept a moderately high level of risk.


If you’re investing through a non-registered account or RESP or if the foreign property
holdings in your registered plan are below the foreign content limit, you should buy the
corresponding fund directly because you’ll get a better return and generally, better tax
treatment. Most of the distributions the fund pays outside of a registered plan are
considered income, which is taxed at a higher rate than capital gains.
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Fidelity Focus Consumer Industries Fund


Fund type U.S. sector equity fund
Date started Series A June 5, 1997, Series F October 10, 2000 and Series


O September 25, 2001
Type of securities Series A, Series F and Series O units of a mutual fund trust
Eligibility for registered plans The units are “foreign property” when purchased by registered


plans (other than RESPs).


What does the fund invest in?


Investment objective
This fund aims to achieve long-term capital growth.


It invests primarily in equity securities of U.S. companies that manufacture and sell
consumer goods.


[sidebar]
What’s included in the consumer goods industry?
Consumer goods and services include appliances, cars, clothing, cosmetics,
entertainment, food and beverages, homes, household products, leisure, personal
computers, restaurants and travel.


Investment strategies
The fund may invest in small, medium and large companies.


What are the risks of investing in the fund?
The fund invests primarily in equity securities of consumer products companies in the
United States. That means its value will change when the prices of the equities it invests
in change.


The fund concentrates its investments in a single industry and holds a relatively small
number of securities that tend to be affected by the same factors. This makes the fund
riskier than funds with greater diversification.


The success of manufacturers and retailers of consumer goods is closely tied to the
performance of the economy, interest rates, competition and consumer confidence.
Changes in household income, consumer spending and consumer tastes may directly
affect the fortunes of these companies.
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The fund’s value can change for other reasons. The checklist below shows you which
risks apply to this fund. You’ll find a complete description of each risk starting on page •.


Risk checklist Main risk Additional risk Not a risk


Concentration l
Credit l
Currency l
Derivative l
Equity l
Foreign investment l
Interest rate l
Large transaction l
Liquidity l
Repurchase agreement l
Reverse repurchase
agreements


l


RSP Fund l
Securities Lending l
Series l
Small company l
Specialization l


Who should invest in this fund?
You might want to consider this fund if you are a long term investor and you wish to gain
exposure to the growth potential of the U.S. consumer goods industry for a small part of
your portfolio.  To invest in this fund, you should be able to accept a high level of risk.
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Fidelity Focus Financial Services Fund


Fund type U.S. sector equity fund
Date started Series A June 5, 1997, Series F October 10, 2000 and Series


O January 31, 2001
Type of securities Series A, Series F and Series O units of a mutual fund trust
Eligibility for registered plans The units are “foreign property” when purchased by registered


plans (other than RESPs).


What does the fund invest in?


Investment objective
This fund aims to achieve long-term capital growth.


It invests primarily in equity securities of U.S. companies that provide financial services.


[sidebar]
What’s included in the financial services industry?
The financial services industry includes banking, brokerage and investment management,
investment banking, life insurance, personal loans, property and casualty insurance, and
savings and loans companies.


Investment strategies
The fund may invest in small, medium and large companies.


What are the risks of investing in the fund?
The fund invests primarily in equity securities of financial services companies in the
United States. That means its value will change when the prices of the equities it invests
in change.


The fund concentrates its investments in a single industry and holds a relatively small
number of securities that tend to be affected by the same factors. This makes the fund
riskier than funds with greater diversification.


The financial services industry is very sensitive to changes in interest rates. Prices of
financial services companies tend to move in the opposite direction to interest rates.
Many financial services companies are heavily regulated, which may limit the amount
and types of loans they can make and the interest rates they can charge. Losses from loan
defaults can negatively affect the industry. Changes in regulations could severely impact
the industry.


Fidelity RSP Focus Financial Services Fund invests in Fidelity Focus Financial Services
Fund. If investors in the RSP Fund redeem a large number of units, Fidelity Focus
Financial Services Fund may have to sell its investments at unfavourable prices, which
can lower its returns.


The fund’s value can change for other reasons. The checklist below shows you which
risks apply to this fund. You’ll find a complete description of each risk starting on page •.
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Risk checklist Main risk Additional risk Not a risk


Concentration l
Credit l
Currency l
Derivative l
Equity l
Foreign investment l
Interest rate l
Large transaction l
Liquidity l
Repurchase agreement l
Reverse repurchase
agreements


l


RSP Fund l
Securities Lending l
Series l
Small company l
Specialization l


Who should invest in this fund?
You might want to consider this fund if you are a long term investor and you wish to gain
exposure to the growth potential of the U.S. financial services industry for a small part of
your portfolio.  To invest in this fund, you should be able to accept a high level of risk.
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Fidelity RSP Focus Financial Services Fund


Fund type RSP Fund providing exposure to the performance of Fidelity
Focus Financial Services Fund


Date started Series A January 31, 2000 and Series F October 10, 2000
Type of securities Series A, Series F and Series O units of a mutual fund trust
Eligibility for registered plans Eligible for registered plans. Units of the fund aren’t foreign


property.


What does the fund invest in?


Investment objective
This fund aims to achieve long-term capital growth.


It mostly uses derivatives to seek performance that closely tracks the performance of
Fidelity Focus Financial Services Fund, while maintaining 100% registered plan
eligibility.


Investment strategies
The fund mostly uses derivatives to seek performance that closely tracks the performance
of Fidelity Focus Financial Services Fund by investing directly in that fund up to the
foreign property limit and by using forward contracts, debt-like securities and other
derivatives. The fund invests the balance of its assets in cash, money market instruments
and other securities, as permitted by securities regulators. These investments allow the
fund to maintain 100% registered plan eligibility and to cover its positions in the forward
contracts and other derivatives.


What are the risks of investing in the fund?
The fund has the same risks as Fidelity Focus Financial Services Fund. It also has other
risks because it enters into derivatives with counterparties, which are usually financial
institutions.


The checklist below shows you which risks apply to this fund. You’ll find a complete
description of each risk starting on page •.


Risk checklist Main risk Additional risk Not a risk


Concentration l
Credit l
Currency l
Derivative l
Equity l
Foreign investment l
Interest rate l
Large transaction l


Liquidity l
Repurchase agreement l


Reverse repurchase
agreements


l


RSP Fund l
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Risk checklist Main risk Additional risk Not a risk


Securities Lending l
Series l
Small company l
Specialization l


Who should invest in this fund?
You might want to consider this fund if you’re investing through a registered plan (other
than an RESP) and you hold the maximum allowable amount of foreign property.  You
also should be a long term investor who wishes to gain exposure to the U.S. financial
services industry for a small portion of your portfolio.  To invest in this fund, you should
be able to accept a high level of risk.


If you’re investing through a non-registered account or RESP or if the foreign property
holdings in your registered plan are below the foreign content limit, you should buy the
corresponding fund directly because you’ll get a better return and generally, better tax
treatment. Most of the distributions the fund pays outside of a registered plan are
considered income, which is taxed at a higher rate than capital gains.
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Fidelity Focus Health Care Fund


Fund type U.S. sector equity fund
Date started Series A June 5, 1997, Series F October 10, 2000 and Series


O January 31, 2001
Type of securities Series A, Series F and Series O units of a mutual fund trust
Eligibility for registered plans The units are “foreign property” when purchased by registered


plans (other than RESPs).


What does the fund invest in?


Investment objective
This fund aims to achieve long-term capital growth.


It invests primarily in equity securities of U.S. companies that design, make or sell
products or services related to health care and medicine.


[sidebar]
What’s included in the health care industry?
We consider the health care industry to include biotechnology firms, health maintenance
organizations and companies involved in hospital management, medical products and
pharmaceuticals.


Investment strategies
The fund may invest in small, medium and large companies.


What are the risks of investing in the fund?
The fund invests primarily in equity securities of health care companies in the United
States. That means its value will change when the prices of the equities it invests in
change.


The fund concentrates its investments in a single industry and holds a relatively small
number of securities that tend to be affected by the same factors. This makes the fund
riskier than funds with greater diversification.


Many companies in the health care industry are regulated by governments. The process to
receive government approval could affect the price and availability of products and
services. Products and services may quickly become obsolete.


Fidelity RSP Focus Health Care Fund invests in Fidelity Focus Health Care Fund. If
investors in the RSP Fund redeem a large number of units, Fidelity Focus Health Care
Fund may have to sell its investments at unfavourable prices, which can lower its returns.


The fund’s value can change for other reasons. The checklist below shows you which
risks apply to this fund. You’ll find a complete description of each risk starting on page •.


Risk checklist Main risk Additional risk Not a risk


Concentration l
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Risk checklist Main risk Additional risk Not a risk


Credit l
Currency l
Derivative l
Equity l
Foreign investment l
Interest rate l
Large transaction l
Liquidity l
Repurchase agreement l


Reverse repurchase
agreements


l


RSP Fund l
Securities Lending l
Series l
Small company l
Specialization l


Who should invest in this fund?
You might want to consider this fund if you are a long term investor and you wish to gain
exposure to the growth potential of the U.S. health care industry for a small part of your
portfolio.  To invest in this fund, you should be able to accept a high level of risk.
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Fidelity RSP Focus Health Care Fund


Fund type RSP Fund providing exposure to the performance of Fidelity
Focus Health Care Fund


Date started Series A January 31, 2000 and Series F October 10, 2000
Type of securities Series A, Series F and Series O units of a mutual fund trust
Eligibility for registered plans Eligible for registered plans. Units of the fund aren’t foreign


property.


What does the fund invest in?


Investment objective
This fund aims to achieve long-term capital growth.


It mostly uses derivatives to seek performance that closely tracks the performance of
Fidelity Focus Health Care Fund, while maintaining 100% registered plan eligibility.


Investment strategies
The fund mostly uses derivatives to seek performance that closely tracks the performance
of Fidelity Focus Health Care Fund by investing directly in that fund up to the foreign
property limit and by using forward contracts, debt-like securities and other derivatives.
The fund invests the balance of its assets in cash, money market instruments and other
securities, as permitted by securities regulators. These investments allow the fund to
maintain 100% registered plan eligibility and to cover its positions in the forward
contracts and other derivatives.


What are the risks of investing in the fund?
The fund has the same risks as Fidelity Focus Health Care Fund. It also has other risks
because it enters into derivatives with counterparties, which are usually financial
institutions.


The checklist below shows you which risks apply to this fund. You’ll find a complete
description of each risk starting on page •.


Risk checklist Main risk Additional risk Not a risk


Concentration l
Credit l
Currency l
Derivative l
Equity l
Foreign investment l
Interest rate l
Large transaction l


Liquidity l
Repurchase agreement l


Reverse repurchase
agreements


l


RSP Fund l
Securities Lending l
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Risk checklist Main risk Additional risk Not a risk


Series l
Small company l
Specialization l


Who should invest in this fund?
You might want to consider this fund if you’re investing through a registered plan (other
than an RESP) and you hold the maximum allowable amount of foreign property.  You
also should be a long term investor who wishes to gain exposure to the U.S. health care
industry for a small portion of your portfolio.  To invest in this fund, you should be able
to accept a high level of risk.


If you’re investing through a non-registered account or RESP or if the foreign property
holdings in your registered plan are below the foreign content limit, you should buy the
corresponding fund directly because you’ll get a better return and generally, better tax
treatment. Most of the distributions the fund pays outside of a registered plan are
considered income, which is taxed at a higher rate than capital gains.
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Fidelity Focus Natural Resources Fund


Fund type International sector equity fund
Date started Series A June 5, 1997, Series F October 10, 2000 and


Series O September 25, 2001
Type of securities Series A, Series F and Series O units of a mutual fund trust
Eligibility for registered plans The units are “foreign property” when purchased by registered


plans (other than RESPs).


What does the fund invest in?


Investment objective
This fund aims to achieve long-term capital growth.


It invests primarily in equity securities of companies anywhere in the world that own or
develop natural resources or supply goods and services to those companies.


 [sidebar]
What’s included in the natural resources industry?
We consider natural resources industries to include agriculture, energy, metals, natural
gas, oil, paper & forest products, and precious metals.


Investment strategies
The fund may shift its emphasis from one natural resource industry to another. It may
invest in small, medium and large companies, and it may invest up to 10% of its assets in
gold or gold certificates.


What are the risks of investing in the fund?
The fund invests primarily in equity securities of natural resources companies anywhere
in the world. That means its value will change when the prices of the equities it invests in
change.


The fund concentrates its investments in a single industry and holds a relatively small
number of securities that tend to be affected by the same factors. This makes the fund
riskier than funds with greater diversification.


The natural resources industry is very sensitive to changes in the world economy. The
price of a natural resource company’s securities may depend largely on the supply and
demand for the resource the company is involved with. In the past, precious metals have
experienced large swings in price over short periods of time. They may be affected by
unpredictable world events like currency devaluation and political upheaval.


The fund’s value can change for other reasons. The checklist below shows you which
risks apply to this fund. You’ll find a complete description of each risk starting on page •.


Risk checklist Main risk Additional risk Not a risk


Concentration l
Credit l
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Risk checklist Main risk Additional risk Not a risk


Currency l
Derivative l
Equity l
Foreign investment l
Interest rate l
Large transaction l
Liquidity l
Repurchase agreement l
Reverse repurchase
agreements


l


RSP Fund l
Securities Lending l
Series l
Small company l
Specialization l


Who should invest in this fund?
You might want to consider this fund if you are a long term investor and you wish to gain
exposure to the growth potential of the natural resources industry for a small part of your
portfolio.  To invest in this fund, you should be able to accept the highest level of risk.
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Fidelity Focus Technology Fund


Fund type U.S. sector equity fund
Date started Series A June 5, 1997, Series F October 10, 2000 and Series


O January 31, 2001
Type of securities Series A, Series F and Series O units of a mutual fund trust
Eligibility for registered plans The units are “foreign property” when purchased by registered


plans (other than RESPs).


What does the fund invest in?


Investment objective
This fund aims to achieve long-term capital growth.


It invests primarily in equity securities of U.S. companies that are positioned to benefit
from advances in technology.


 [sidebar]
What’s included in the technology industry?
We consider technology industries to include computer services, computer software,
computer systems, communications systems, electronics, office equipment, scientific
instruments and semiconductors.


Investment strategies
The fund may invest in small, medium and large companies.


What are the risks of investing in the fund?
The fund invests primarily in equity securities of technology companies in the United
States. That means its value will change when the prices of the equities it invests in
change.


The fund concentrates its investments in a single industry and holds a relatively small
number of securities that tend to be affected by the same factors. This makes the fund
riskier than funds with greater diversification.


The technology industry is highly competitive and the fortunes of companies can rise and
fall over a short period of time. Technology companies tend to have short operating
histories and short product life cycles. They are often subject to an aggressive pricing
environment.


Fidelity RSP Focus Technology Fund invests in Fidelity Focus Technology Fund. If
investors in the RSP Fund redeem a large number of units, Fidelity Focus Technology
Fund may have to sell its investments at unfavourable prices, which can lower its returns.


The fund’s value can change for other reasons. The checklist below shows you which
risks apply to this fund. You’ll find a complete description of each risk starting on page •.


Risk checklist Main risk Additional risk Not a risk
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Risk checklist Main risk Additional risk Not a risk


Concentration l
Credit l
Currency l
Derivative l
Equity l
Foreign investment l
Interest rate l
Large transaction l
Liquidity l
Repurchase agreement l
Reverse repurchase
agreements


l


RSP Fund l
Securities Lending l
Series l
Small company l
Specialization l


Who should invest in this fund?
You might want to consider this fund if you are a long term investor and you wish to gain
exposure to U.S. technology companies for a small part of your portfolio.  To invest in
this fund, you should be able to accept the highest level of risk.
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Fidelity RSP Focus Technology Fund


Fund type RSP Fund providing exposure to the performance of Fidelity
Focus Technology Fund


Date started Series A January 31, 2000 and Series F October 10, 2000
Type of securities Series A, Series F and Series O units of a mutual fund trust
Eligibility for registered plans Eligible for registered plans. Units of the fund aren’t foreign


property.


What does the fund invest in?


Investment objective
This fund aims to achieve long-term capital growth.


It mostly uses derivatives to seek performance that closely tracks the performance of
Fidelity Focus Technology Fund, while maintaining 100% registered plan eligibility.


Investment strategies
The fund mostly uses derivatives to seek performance that closely tracks the performance
of Fidelity Focus Technology Fund by investing directly in that fund up to the foreign
property limit and by using forward contracts, debt-like securities and other derivatives.
The fund invests the balance of its assets in cash, money market instruments and other
securities, as permitted by securities regulators. These investments allow the fund to
maintain 100% registered plan eligibility and to cover its positions in the forward
contracts and other derivatives.


What are the risks of investing in the fund?
The fund has the same risks as Fidelity Focus Technology Fund. It also has other risks
because it enters into derivatives with counterparties, which are usually financial
institutions.


The checklist below shows you which risks apply to this fund. You’ll find a complete
description of each risk starting on page •.


Risk checklist Main risk Additional risk Not a risk


Concentration l
Credit l
Currency l
Derivative l
Equity l
Foreign investment l
Interest rate l
Large transaction l


Liquidity l
Repurchase agreement l


Reverse repurchase
agreements


l


RSP Fund l
Securities Lending l
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Risk checklist Main risk Additional risk Not a risk


Series l
Small company l
Specialization l


Who should invest in this fund?
You might want to consider this fund if you’re investing through a registered plan (other
than an RESP) and you hold the maximum allowable amount of foreign property.  You
also should be a long term investor who wishes to gain exposure to the U.S. technology
companies for a small portion of your portfolio.  To invest in this fund, you should be
able to accept the highest level of risk.


If you’re investing through a non-registered account or RESP or if the foreign property
holdings in your registered plan are below the foreign content limit, you should buy the
corresponding fund directly because you’ll get a better return and generally, better tax
treatment. Most of the distributions the fund pays outside of a registered plan are
considered income, which is taxed at a higher rate than capital gains.
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Fidelity Focus Telecommunications Fund


Fund type International sector equity fund
Date started Series A July 24, 2000, Series F October 10, 2000 and Series


O January 31, 2001
Type of securities Series A, Series F and Series O units of a mutual fund trust
Eligibility for registered plans The units are “foreign property” when purchased by registered


plans (other than RESPs).


What does the fund invest in?


Investment objective
This fund aims to achieve long-term capital growth.


It invests primarily in equity securities of companies anywhere in the world that are
involved in the development, manufacture or sale of telecommunications services and/or
equipment.


Investment strategies
When making investment decisions, we also take into account the amount the fund has
invested in different regions of the world. The fund may invest in small, medium and
large companies.


What are the risks of investing in the fund?
The fund invests primarily in equity securities of telecommunications companies
anywhere in the world. That means its value will change when the prices of the equities it
invests in change.


The fund concentrates its investments in a single industry and holds a relatively small
number of securities that tend to be affected by the same factors. This makes the fund
riskier than funds with greater diversification.


The telecommunications industry, particularly telephone operating companies, is subject
to government regulation of rates of return and services that may be offered. The
telecommunications industry is highly competitive and the fortunes of companies can rise
and fall over a short period of time.


Fidelity RSP Focus Telecommunications Fund invests in Fidelity Focus
Telecommunications Fund. If investors in the RSP Fund redeem a large number of units,
Fidelity Focus Telecommunications Fund may have to sell its investments at
unfavourable prices, which can lower its returns.


The fund’s value can change for other reasons. The checklist below shows you which
risks apply to this fund. You’ll find a complete description of each risk starting on page •.


Risk checklist Main risk Additional risk Not a risk


Concentration l
Credit l
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Risk checklist Main risk Additional risk Not a risk


Currency l
Derivative l
Equity l
Foreign investment l
Interest rate l
Large transaction l
Liquidity l
Repurchase agreement l
Reverse repurchase
agreements


l


RSP Fund l
Securities Lending l
Series l
Small company l
Specialization l


Who should invest in this fund?
You might want to consider this fund if you are a long term investor and you wish to gain
exposure to telecommunications companies for a small part of your portfolio.  To invest
in this fund, you should be able to accept the highest level of risk.
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Fidelity RSP Focus Telecommunications Fund


Fund type RSP Fund providing exposure to the performance of Fidelity
Focus Telecommunications Fund


Date started Series A July 24, 2000 and Series F October 10, 2000
Type of securities Series A, Series F and Series O units of a mutual fund trust
Eligibility for registered plans Eligible for registered plans. Units of the fund aren’t foreign


property.


What does the fund invest in?


Investment objective
This fund aims to achieve long-term capital growth.


It mostly uses derivatives to seek performance that closely tracks the performance of
Fidelity Focus Telecommunications Fund while maintaining 100% registered plan
eligibility.


Investment strategies
The fund mostly uses derivatives to seek performance that closely tracks the performance
of Fidelity Focus Telecommunications Fund by investing directly in that fund up to the
foreign property limit and by using forward contracts, debt-like securities and other
derivatives. The fund invests the balance of its assets in cash, money market instruments
and other securities, as permitted by securities regulators. These investments allow the
fund to maintain 100% registered plan eligibility and to cover its positions in the forward
contracts and other derivatives.


What are the risks of investing in the fund?
The fund has the same risks as Fidelity Focus Telecommunications Fund. It also has
other risks because it enters into derivatives with counterparties, which are usually
financial institutions.


The checklist below shows you which risks apply to this fund. You’ll find a complete
description of each risk starting on page •.


Risk checklist Main risk Additional risk Not a risk


Concentration l
Credit l
Currency l
Derivative l
Equity l
Foreign investment l
Interest rate l
Large transaction l


Liquidity l
Repurchase agreement l


Reverse repurchase
agreements


l
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Risk checklist Main risk Additional risk Not a risk


RSP Fund l
Securities Lending l
Series l
Small company l
Specialization l


Who should invest in this fund?
You might want to consider this fund if you’re investing through a registered plan (other
than an RESP) and you hold the maximum allowable amount of foreign property.  You
also should be a long term investor who wishes to gain exposure to telecommunications
companies for a small portion of your portfolio.  To invest in this fund, you should be
able to accept the highest level of risk.


If you’re investing through a non-registered account or RESP or if the foreign property
holdings in your registered plan are below the foreign content limit, you should buy the
corresponding fund directly because you’ll get a better return and generally, better tax
treatment. Most of the distributions the fund pays outside of a registered plan are
considered income, which is taxed at a higher rate than capital gains.
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 CERTIFICATE OF THE FUNDS, MANAGER, PROMOTER, AND PRINCIPAL
DISTRIBUTOR


 DATED:  February 28, 2003
 
This Foundation Document, the Management Reports dated December 31, 2002, and the
Fund Summary Document, dated February 28, 2003 for the Fidelity Equity Funds (as set
out on the front cover of this document, constitute full, true and plain disclosure of all
material facts relating to the securities offered by the Foundation Document and do not
contain any misrepresentation.


 


   


 ·
Chief Executive Officer
Fidelity Investments Canada Limited


  ·
Chief Financial Officer
Fidelity Investments Canada Limited


 ON BEHALF OF THE BOARD OF DIRECTORS OF
 FIDELITY INVESTMENTS CANADA LIMITED


 AS TRUSTEE, MANAGER, PROMOTER AND PRINCIPAL DISTRIBUTOR
 OF THE FUNDS


 
 


   


 ·
Director


  ·
Director
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[Back cover]


Fidelity Investments Canada Limited
483 Bay Street, Suite 200
Toronto, Ontario
M5G 2N7


You can find additional information about each fund in Fund Summary Document and
most recent continuous disclosure, including financial statements and performance
reports. These documents are incorporated by reference into this foundation document.
That means they legally form part of this document just as if they were printed in it.


You can get a copy of the funds’ its fund summary document and management reports,
at no cost, by calling us at 1-800-263-4077, sending us an e-mail at cs.english@fmr.com
for English language versions or sc.francais@fmr.com for French language versions, or
by asking your advisor. You’ll also find this foundation and management reports on our
website at www.fidelity.ca.


These documents and other information about the funds are also available at
www.sedar.com.


Also consider obtaining the Consumers’ Guide in the same ways.


Fidelity Funds


Series A, Series F and Series O units (unless otherwise indicated)


Equity Funds
Canadian Equity Funds
Fidelity Canadian Disciplined Equity™ Fund (Series T units also available)
Fidelity Canadian Growth Company Fund
Fidelity Canadian Large Cap Fund
Fidelity Canadian Opportunities Fund
Fidelity True North Fund (Series T units also available)
American Equity Funds
Fidelity American Disciplined Equity™ Fund (Series T units also available)
Fidelity RSP American Disciplined Equity™ Fund
Fidelity American Opportunities Fund
Fidelity RSP American Opportunities Fund
Fidelity American Value Fund
Fidelity Growth America Fund (Series T units also available)
Fidelity RSP Growth America Fund
Fidelity Small Cap America Fund
Fidelity RSP Small Cap America Fund
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International Equity Funds
Fidelity Emerging Markets Fund
Fidelity Europe Fund
Fidelity RSP Europe Fund
Fidelity Far East Fund
Fidelity RSP Far East Fund
Fidelity Global Disciplined Equity™ Fund (Series T units also available)
Fidelity RSP Global Disciplined Equity™ Fund
Fidelity Global Opportunities Fund
Fidelity RSP Global Opportunities Fund
Fidelity International Portfolio Fund (Series T units also available)
Fidelity RSP International Portfolio Fund
Fidelity Japan Fund
Fidelity RSP Japan Fund
Fidelity Latin America Fund
Fidelity NorthStar™ Fund
Fidelity RSP NorthStar™ Fund
Fidelity Overseas Fund
Fidelity RSP Overseas Fund
Sector Funds
Fidelity Focus Consumer Industries Fund
Fidelity Focus Financial Services Fund
Fidelity RSP Focus Financial Services Fund
Fidelity Focus Health Care Fund
Fidelity RSP Focus Health Care Fund
Fidelity Focus Natural Resources Fund
Fidelity Focus Technology Fund
Fidelity RSP Focus Technology Fund
Fidelity Focus Telecommunications Fund
Fidelity RSP Focus Telecommunications Fund


Fidelity Investments, True North, Fidelity Disciplined Equity and Fidelity NorthStar are trademarks of FMR
Corp.
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INTRODUCTION


This fund summary contains selected important information about the RBC Advisor Global
Titans Class to help you make an informed investment decision and understand your rights as an
investor.


You will find more information about the fund in the foundation document, statement of fund
performance, its most recently filed annual financial statements and any subsequent interim
financial statements. For a free copy of any of these documents, including a statement of
portfolio transactions, call us at 1-800-662-0652 or ask your dealer.


You can also get free copies of these documents on our website at www.rbcadvisor.com or by
sending an email to funds@rbc.com.


These documents and other information about the funds are also available at www.sedar.com.


ORGANIZATION AND MANAGEMENT OF THE FUNDS


The table below tells you about the companies that are involved in managing or providing
services to the fund.  RBC Funds Inc. (RBC FI), The Royal Trust Company (Royal Trust) and
RBC Global Investment Management Inc. (RBC GIM) are all wholly-owned subsidiaries of
Royal Bank of Canada (RBC Royal Bank) and are members of RBC Financial Group.


Manager
RBC Funds Inc.
Royal Trust Tower
P.O. Box 7500, Station A
Toronto, Ontario
M5W 1P9


RBC FI is the manager of the fund. RBC FI is responsible for
the day-to-day business of the fund and appoints investment
advisors for the fund.


Custodian
The Royal Trust Company
Montreal, Quebec


The custodian holds the assets of the fund.  The custodian is an
affiliate of RBC FI.


Portfolio Advisor
RBC Global Investment
Management Inc.
Toronto, Ontario


RBC FI has retained RBC GIM as the primary investment
advisor. It provides investment advice and portfolio
management services to the funds. The portfolio advisor is an
affiliate of RBC FI.


Registrar
The Royal Trust Company
Toronto, Ontario


Royal Trust keeps a record of who owns all fund securities and
the record of the number of securities held. Royal Trust is an
affiliate of RBC FI.


Auditor The auditor performs the required examination of the annual
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PricewaterhouseCoopers LLP
Toronto, Ontario


financial statements of the fund.


RBC ADVISOR GLOBAL TITANS CLASS


(Class of RBC Advisor Global Fund Inc.)


Fund details


Type of fund Global equity fund


Date started October 15, 2001


Securities offered Shares – Series A shares and Series F shares


Registered plan eligibility Eligible for registered plans such as RRSPs, RRIFs, RESPs and
DPSPs, subject to foreign content limits.


Foreign property The shares of the class will be foreign property under the
Income Tax Act (Canada).


Fees and expenses - Series
A shares


Management fee of 2.00% plus operating expenses.


Fees and expenses - Series
F shares


Management fee of 0.75% plus operating expenses.


What does the fund invest in?


Investment objectives


Ø to provide long term capital growth


The fund invests primarily in equity securities of a diversified mix of companies operating in
various countries around the world and across a range of sectors.


Investment strategies


The portfolio advisor is supported by its Global Sector Team, which comprises a team of
portfolio managers and research analysts focusing on the global investment environment.  The
team analyzes factors unique to companies in each sector, providing global research capabilities
to support the stock selection process.


Ø the fund seeks to invest in the best investment ideas from across a range of sectors
Ø stock selection is driven by a disciplined process of qualitative business appraisal


and quantitative modelling
Ø stocks are selected based on key attributes, including:


• established player with a leading market position or defensible niche
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• predictable growth
• high and sustainable profitability
• sound financial position
• strong management and continuity
• attractive relative value


Ø the fund invests in a focused list of companies, but will diversify across sectors
Ø the fund will focus on mid- to large-cap stocks, but may also invest in smaller


companies
Ø overall portfolio risk is managed by assessing the expected performance and


volatility of each investment held by the fund relative to other securities held by
the fund


Ø the fund may also hold cash and fixed income securities to protect value in certain
market conditions


Ø the fund may invest in ADRs in order to efficiently add global exposure and
reduce the complexity of cross-border transactions. ADRs do not eliminate the
currency risk or foreign investment risk associated with an investment in a foreign
company


Ø the fund may use derivatives for hedging purposes and may also use derivatives
such as options, futures, forwards and swaps for non-hedging purposes as a
substitute for direct investment, as long as the funds use of derivatives is
consistent with its investment objectives.  See Derivative risk on page 5 for more
information


Ø the fund may enter into securities lending, repurchase and reverse repurchase
transactions to generate additional income and/or as a short-term cash
management tool.  See page 9 for more information.


What are the risks of investing in the fund?


Investing in the fund may result in the following risks:


Ø market risk
Ø currency risk
Ø foreign investment risk
Ø class risk
Ø liquidity risk
Ø derivative risk
Ø multiple series risk
Ø small cap risk
Ø securities lending, repurchase and reverse repurchase transaction risks.


Who should invest in this fund?


This fund may be right for you if:


Ø you want potential for long term growth from your investment
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Ø you want a core global equity investment for your portfolio with exposure to the
best performing companies globally across a range of sectors


Ø you are planning to hold your investment for the long term and can tolerate
medium-to-high investment risk


Ø you are seeking tax efficiency through the ability to switch between classes of the
corporation without creating a taxable event.


Past performance


The following charts show the fund’s past performance.  Although past performance can help
you understand the risks of investing in the fund, it is not indicative of future performance.  Both
the fund’s and the benchmark’s returns listed in this section include reinvested distributions
(which increase returns over time) but do not take into account any income taxes that might
reduce returns.  The fund’s returns are also reported after accounting for fees and expenses
charged to it which lower the fund’s returns compared to the benchmark.


Year-by-year returns


This chart shows how the fund’s value has increased or decreased for each one-year period for
the past 10 years or since the fund’s inception, whichever is earlier.  The chart also highlights the
variability of fund returns from year to year and shows, in percentage terms, how much an
investment made on January 1 in each year would have grown or decreased by December 31 in
that year.


[Insert chart]


Annual compound returns


This table shows the fund’s annual compound return for each period indicated, ending on
December 31, 2002.  We also compare it the benchmark’s return for the same period.
[Insert chart]


Financial Highlights


1. For the period October 15, 2001 to December 31, 2001.
Since the fund has existed for less than five years, financial highlights are available only since inception.







1This document is for illustrative purposes onlySubject:
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TABLE OF CONTENTS TO BE INSERTED ONCE DOCUMENT
FINALIZED


INTRODUCTION


This foundation document relates to the offering of Series A and Series F securities of the RBC
Advisor Global Titans Class.  In this document, we, us and our refer to RBC Funds Inc. Fund or
funds refers to the RBC Advisor Global Titans Class. The term corporation refers to RBC
Advisor Global Fund Inc.  We refer to units and shares collectively as securities and to
unitholders and shareholders collectively as securityholders.


For a free copy of the funds’ regulatory documents, including a statement of portfolio
transactions, when available, call us toll-free at 1-800-662-0652, or ask your dealer.


You can also get copies of this foundation document, the fund’s summary document and the
financial statements from the RBC Advisor Funds’ website at www.rbcadvisor.com or by
contacting us at funds@rbc.com.


NAME, FORMATION AND HISTORY OF THE FUND


This foundation document contains information about the RBC Advisor Global Titans Class  In
this document:


• We, us and our refer to RBC Funds Inc. (RBC FI).


• Fund refers to the RBC Global Titans Class.


• The term Corporation refers to RBC Advisor Global Fund Inc.


• RBC Advisor Corporate Fund refers to the RBC Global Titans Class which is a class of
shares of the Corporation.


• We refer to units and shares collectively as securities and to unitholders and shareholders
collectively as securityholders.


The principal address of the fund is Royal Trust Tower, P.O. Box 7500, Station A, Toronto,
Ontario, M5W 1P9.


We are the manager of the fund and RBC Global Investment Management Inc. (RBC GIM) is the
primary investment advisor to the fund.  RBC GIM, with its international affiliates, now
combines all of the investment management companies that provide investment management
services to the businesses dealing with individual clients within RBC Financial Group.  This
entity and its international affiliates now have over 170 employees, $40 billion in assets under
management and offices in major international centres.  RBC GIM is a wholly-owned subsidiary
of Royal Bank of Canada (RBC Royal Bank).  We refer to RBC Royal Bank and affiliated
companies of RBC Royal Bank as the RBC Financial Group.


A mutual fund may be set up as a mutual fund trust or a mutual fund corporation.







- 3 -


T h i s  d o c u m e n t  i s  f o r  i l l u s t r a t i v e  p u r p o s e s  o n l y . 3


The RBC Advisor Global Titans Class is a class of RBC Advisor Global Fund Inc., a mutual
fund corporation formed under the laws of Canada by Articles of Incorporation (Articles) dated
August 20, 2001.  The Corporation has one class of common shares (the Common Shares).  It
also has 1,000 authorized classes of special shares known as mutual fund shares.


Fund Date established(1) Material changes


RBC Advisor Global Titans Class October 10, 2001 N/A
(1) The funds were established on October 10, 2001, but were not offered until October 15, 2001.


SPECIFIC INFORMATION ABOUT THE MUTUAL FUND DESCRIBED
IN THIS DOCUMENT


Fund details


This table gives you a brief summary of the fund.  It describes what type of mutual fund it is and
when it was established.  The table also highlights whether the fund is considered Canadian
content or foreign property within a registered plan.  You will find more information about
registered plans and foreign content starting on page150.  It also tells you the management fee
for the fund.


About Series A, Series F and Advisor Series securities


Series A securities are available to all investors.  Series F securities are designed for investors
who have fee-based accounts with their dealers.  These investors pay their dealer an annual fee
for investment advice and other services.  We do not pay any sales charges or trailing
commissions to dealers in respect of Series F securities held by their clients, which means that
we can charge a lower management fee.


Each series pays its proportionate share of common fund expenses in addition to expenses that it
alone incurs.  The difference in expenses and fees between series means that each series has a
different net asset value per security.


Your dealer is responsible for deciding whether you are eligible to buy and to continue to hold
Series F securities.  If you are no longer eligible to hold Series F securities, your dealer is
responsible for telling us to change your securities into Series A securities or to redeem them.


What does the fund invest in?


Investment objectives


This section outlines the investment objectives of the fund and the type of securities the fund
may invest in, in order to achieve those investment objectives.


Investment strategies


This section describes the principal investment strategies that the portfolio advisor uses to
achieve the fund’s investment objectives.  It gives you a better understanding of how your money
is being managed.
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This section also highlights:


Ø any significant investment restrictions adopted by the fund
Ø the percentage of the fund that may be invested in foreign securities
Ø the potential use of derivatives and a description of how they will be used.


The fund has received an exemption from the Canadian securities regulators to engage in
transactions in debt securities in which, without the exemption, they would be prohibited from
engaging.  Pursuant to such exemption, the fund may, in accordance with certain conditions
imposed by the regulators:


• invest in non-government debt securities even if a related underwriter acts as an underwriter
of such securities; and


• purchase from or sell to related dealers that are principal dealers in the Canadian debt
securities market, non-government debt securities or government debt securities in the
secondary market.


The risks of investing


General investment risks


The value of a mutual fund can change from day to day because the value of the securities it
invests in can be affected by changes in interest rates, the economy, financial markets or
company news.  As a result, when you redeem your mutual fund securities, they may be worth
more or less than when you bought them.


Here are the specific risks, listed in alphabetical order, that can affect the value of your
investment in the fund.


Class risk


Each class of the corporation has its own investment objective and own fees and expenses, which
are tracked separately.  Those expenses will be deducted in calculating the share value for that
class, thereby reducing the share value.  If one class is unable to pay its expenses or liabilities,
the mutual fund corporation as a whole is legally responsible to pay those expenses.  As a result,
the share price of other classes may also be reduced.


Currency risk


Most mutual funds are valued in Canadian dollars.  However, mutual funds that purchase foreign
securities may be required to pay for such securities using a foreign currency and receive a
foreign currency when they sell them.  As a result, changes in the value of the Canadian dollar
compared to foreign currencies will affect the value of any foreign securities in a mutual fund.
For example, if the Canadian dollar rises relative to a foreign currency (like the U.S. dollar or the
euro), the Canadian dollar value of an investment denominated in that foreign currency may
decline.  This decline may reduce, or even eliminate, any return the mutual fund has earned on
the security.  On the other hand, a mutual fund may also benefit from changes in exchange rates.
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Currency exposure increases the volatility of foreign investments.  Some mutual funds may
hedge (protect against) the risk of changes in the foreign currency exchange rate.


Derivative risk


A derivative is a kind of investment whose value is derived from the performance of other
investments or from the movement of interest rates, exchange rates or market indices.


The fund may use derivatives as permitted by the Canadian Securities Administrators.  The fund
may expand its current use of derivatives if permitted by the Canadian Securities Administrators.
The fund may use derivatives as long as their use is consistent with the individual fund’s
investment objectives.  The fund cannot use derivatives for speculative trading or to create a
portfolio with excess leverage. The fund uses derivatives, securities regulations require that the
fund hold enough assets or cash to cover its commitments in the derivative contracts.  This limits
the amount of losses that could result from the use of derivatives.


There are many different types of derivatives – they usually take the form of a contract to buy or
sell a specific commodity, currency, stock or market index.  The most common types of
derivatives are:


• A futures or forward contract – these are agreements made today to buy or sell a particular
currency or security on a specific day in the future at a specified price or to pay an amount
based on the future value.


• An option contract – these are agreements that give the buyer the right, but not the
obligation, to buy or sell certain securities within a certain time period, at a specified price.


• A swap agreement – these are negotiated contracts between parties agreeing to exchange
payments based on returns of different investments.  The most common type is an interest
rate swap.  Party A agrees to pay Party B a fixed amount based on a pre-set interest rate.  In
return, Party B agrees to pay Party A a floating amount based on a reference rate such as
bankers acceptances or LIBOR.


Derivatives are a cornerstone of sound portfolio management and can help a mutual fund achieve
its investment objectives.  Derivatives may be used in two different ways:


• to hedge (or protect) against potential losses due to changes in interest rates, foreign
exchange rates, commodity prices and stock prices, or


• as a substitute to investing directly in a particular security or market.  A mutual fund may
use derivatives instead of buying the actual security because it may be cheaper or more
efficient.  For example, a fund can buy a futures contract linked to the Standard & Poor’s
500 stock index more easily and cheaply than directly buying all 500 stocks that make up
the S&P 500 index.


Derivatives have their own special risks. Here are some of the common ones:


• Using derivatives for hedging may not always work and it could limit a mutual fund’s
potential to make a gain.


• The price of a derivative may not accurately reflect the value of the underlying currency or
security.
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• There is no guarantee that a mutual fund can close out a derivative contract when it wants to.
If, for example, a stock exchange imposes trading limits, it could affect the ability of a
mutual fund to close out its position in derivatives. This type of event could prevent a
mutual fund from making a profit or limiting its losses.


• Derivatives traded on foreign markets may be harder to trade and have higher credit risks
than derivatives traded in North America.


• The other party to a derivative contract may not be able to live up to its agreement to
complete the transaction.


Foreign investment risk


Foreign investments are affected by world economic factors.  There is often less information
available about foreign companies and many countries have less stringent accounting, auditing
and reporting standards than we do in Canada.  Some foreign stock markets have less trading
volume, which may make it more difficult to sell an investment or make prices more volatile.
Certain countries may also have foreign investment or exchange laws that make it difficult to sell
an investment or it may impose withholding or other taxes that could reduce the return on the
investment.  Different financial, political and social factors could hurt the value of a mutual
fund’s investment.  As a result, mutual funds that specialize in foreign investments may
experience larger and more frequent price changes in the short term.


Some mutual funds may purchase American Depository Receipts (ADRs), which are U.S. dollar
denominated certificates representing ownership in the shares of foreign-based companies, to
improve the fund’s ability to buy and sell foreign holdings.  ADRs do not eliminate the foreign
investment risk associated with an investment in a foreign company.


Liquidity risk


Liquidity refers to the speed and ease with which an asset can be sold and converted into cash.
Most securities owned by a mutual fund can be sold easily and at a fair price.  In highly volatile
markets, such as in periods of sudden interest rate changes, certain securities may become less
liquid, which means they cannot be sold as quickly or easily.


Some securities may be illiquid because of legal restrictions, the nature of the investment, or
because of features like guarantees.  Another reason for illiquidity is a lack of buyers interested
in a particular security or market.  Difficulty in selling securities may result in a loss or reduced
return for a fund.


Market risk


The market value of a mutual fund’s investments will rise and fall based on specific company
developments and broader equity market conditions.  Market value will also vary with changes
in the general economic and financial conditions in countries where the investments are based.
Some mutual funds will experience greater short-term fluctuations than others.
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Multiple series risk


The fund has multiple series of securities.  Each series has its own fees and expenses which are
tracked separately.  Those expenses will be deducted in calculating the security value for that
series, thereby reducing its security value.  If one series is unable to pay its expenses or
liabilities, the mutual fund as a whole is legally responsible to pay those expenses.  As a result,
the security value of the other series may also be reduced. See Purchases, switches and
redemptions and Fees and expenses for more information regarding how the security value for
each series is calculated.


Securities lending, repurchase and reverse repurchase transaction risks


The fund may enter into securities lending arrangements and repurchase and reverse repurchase
transactions in accordance with the rules of the Canadian Securities Administrators.  Income
earned through securities lending, repurchase and reverse repurchase transactions enhances the
net asset value of the fund.


In a securities lending transaction, a mutual fund lends its securities to a borrower in exchange
for a fee. A repurchase agreement takes place when a mutual fund sells a security at one price
and agrees to buy it back later from the same party at a higher price.  The difference between the
higher price and the original price is like the interest payment on a loan.  A reverse repurchase
agreement is the opposite of a repurchase agreement and occurs when the mutual fund buys a
security at one price and agrees to sell it back to the same party at a higher price.  The other party
to a securities lending transaction, repurchase agreement or reverse repurchase agreement
delivers collateral to the mutual fund in order to secure the transaction.


Securities lending, repurchase and reverse repurchase transactions come with certain risks.  If the
other party to the transaction cannot complete the transaction, the mutual fund may be left
holding the collateral delivered by the other party to secure the transaction.  In a securities
lending or repurchase transaction, the mutual fund could lose money if the value of collateral
held and cash received does not increase as much as the securities loaned or agreed to be
repurchased.  In a reverse repurchase transaction, the mutual fund could lose money if the value
of the securities purchased drops relative to the cash and collateral delivered.  To minimize these
risks, the other party must provide collateral that is worth at least 102 per cent of the value of the
mutual fund’s securities or cash and of the type permitted by the Canadian Securities
Administrators.  The value of the transactions and the collateral are monitored daily and the
collateral adjusted appropriately by the custodian of the funds.


Small cap risk


Securities of small cap companies tend to be traded less frequently and in smaller volumes.  As a
result, the prices of shares of small cap companies tend to be less stable than those of large cap
companies.  Their value may rise and fall more sharply than other securities and they may be
more difficult to buy and sell.  Mutual funds that invest in small cap companies are more likely
to have large changes in value.
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Who should invest in this fund?


This section explains the type of investor that the fund may be suitable for.  As an investor, the
most important part of your financial plan is understanding:


Ø your objectives – what are you expecting from your investments – income,
growth, or a balance of the two


Ø your investment time horizon – how long are you planning to invest
Ø your risk tolerance – how much volatility in your investment are you willing to


accept.


When looking at the risks for the fund, you should also consider how the fund will work with
your other investment holdings.  For instance, if you are considering an aggressive growth fund,
it may be too risky if it is your only investment.  If you plan on holding it as a portion of your
overall portfolio, it may be a good way to increase your potential portfolio returns while limiting
the overall risk of the portfolio – benefiting from diversification.


Past performance


The charts show investors how Series A securities of the fund have performed in the past. They
include calendar year returns of the fund, as well as a performance comparison between the fund
and a broadly diversified benchmark.


Performance data indicated in the charts is calculated from the date on which the securities
offered under this prospectus were first made available to the public.  There is sometimes a time
lag between the date a fund was formed and the date it was first made available to the public.


Distribution policy


You earn money from the fund when it distributes amounts to you out of interest, dividend and
other income earned and capital gains realized on their underlying investments.  This section
explains when the fund will make distributions.


For mutual fund corporations, the board of directors determines the timing and the amount of
dividends to be paid.  Dividends paid may be either capital gains dividends or ordinary
dividends.  Generally, such dividends will be declared payable to investors in the various classes
on such basis as the board of directors considers reasonable.


For registered plans (like RRSPs, RRIFs, RESPs and DPSPs) distributions are automatically
reinvested in additional securities of the same fund.  For non-registered accounts, distributions
are reinvested in additional securities of the same fund unless you tell your dealer that you want
them in cash.  You will find more information about distributions in Income tax considerations
for investors on page••.


Financial highlights


This table shows the financial highlights of the fund for up to the past five fiscal years and is
designed to help investors better understand the financial performance of the fund.  This
information is derived from the funds’ audited annual financial statements.  Please see page•• for
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more information about how you can obtain the funds’ audited financial statements.  The tables
shown in this section includes information such as:


• Distribution history – a summary of the actual amount the fund has distributed over the last
five years, including a breakdown of income (including interest and dividends), capital gains
distributions and any returns of capital.


• Year-end Net Asset Value (security value) – shows the security value of the fund as at
December 31, which allows you to see the change in the actual value of the fund from year
to year.


• Management Expense Ratio (MER) – a measure of the costs charged to the fund by the
manager to cover the expenses of operating it.  The MER is expressed as a percentage of the
fund’s net assets and is paid out of the fund’s assets before the fund’s security value or rate
of return is calculated.  Some funds have higher MERs than others because they are more
costly to operate.  If two funds earn the same return before the MER is paid, the one with the
higher MER will have a lower net return.
The MER includes the fund’s management fee and operating expenses.  The MER
represents payments for investment management, distribution, securityholder recordkeeping
and other operating expenses of the fund.  In the case of each of the portfolios, its
proportionate share of each underlying fund’s management expense ratio is included within
the operating expenses of the portfolio.  The MER also now includes GST and other taxes
that are charged to the fund.  Different series of a fund will have different MERs.


• Portfolio turnover rate – a measure of the buying and selling activity within the fund.  A
higher turnover rate indicates more trading activity and trading costs within a fund.  There is
also a greater chance that a fund with a higher turnover rate will realize income or gains and
that you will receive a capital gains distribution which you may have to pay tax on if you
hold the fund in a non-registered account.  While the turnover rate does provide some
measure of relative tax efficiency, it should not be relied upon as an accurate predictor of
distributions or the tax efficiency of the distributions.


Fund expenses indirectly borne by investors


This table provides an example of the costs of investing in the fund.  These costs reflect the MER
of the fund that is paid out of the fund’s assets.  While you do not pay these costs directly, they
do lower the fund’s returns.  See Fees and expenses for more information.


The example shows the expenses you would pay if:


• you invested $1,000 in the fund for the time periods shown
• the fund earned five per cent each year
• the MER for the fund remained the same in all periods as it was in the fund’s last financial


year.


ORGANIZATION AND MANAGEMENT OF THE FUND


The table below tells you about the companies that are involved in managing or providing
services to the fund.  RBC Funds Inc. (RBC FI), The Royal Trust Company (Royal Trust) and
RBC Global Investment Management Inc. (RBC GIM) are all wholly-owned subsidiaries of
Royal Bank of Canada (RBC Royal Bank) and are members of RBC Financial Group.
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Manager
RBC Funds Inc.
Royal Trust Tower
P.O. Box 7500, Station A
Toronto, Ontario
M5W 1P9


RBC FI is the manager of the fund. RBC FI is responsible for
the day-to-day business of the fund and appoints investment
advisors for the fund.


Custodian
The Royal Trust Company
Montreal, Quebec


The custodian holds the assets of the fund.  The custodian is an
affiliate of RBC FI.


Portfolio Advisor
RBC Global Investment
Management Inc.
Toronto, Ontario


RBC FI has retained RBC GIM as the primary investment
advisor. It provides investment advice and portfolio
management services to the funds.


Registrar
The Royal Trust Company
Toronto, Ontario


Royal Trust keeps a record of who owns all fund securities and
the record of the number of securities held. Royal Trust is an
affiliate of RBC FI.


Auditor
PricewaterhouseCoopers LLP
Toronto, Ontario


The auditor performs the required examination of the annual
financial statements of the fund.
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RBC ADVISOR GLOBAL TITANS CLASS


(Class of RBC Advisor Global Fund Inc.)


Fund details


Type of fund Global equity fund


Date started October 15, 2001


Securities offered Shares – Series A shares and Series F shares


Registered plan eligibility Eligible for registered plans such as RRSPs, RRIFs, RESPs and
DPSPs, subject to foreign content limits.


Foreign property The shares of the class will be foreign property under the
Income Tax Act (Canada).


Fees and expenses - Series
A shares


Management fee of 2.00% plus operating expenses.


Fees and expenses - Series
F shares


Management fee of 0.75% plus operating expenses.


What does the fund invest in?


Investment objectives


Ø to provide long term capital growth


The fund invests primarily in equity securities of a diversified mix of companies operating in
various countries around the world and across a range of sectors.


Investment strategies


The portfolio advisor is supported by its Global Sector Team, which comprises a team of
portfolio managers and research analysts focusing on the global investment environment.  The
team analyzes factors unique to companies in each sector, providing global research capabilities
to support the stock selection process.


Ø the fund seeks to invest in the best investment ideas from across a range of sectors
Ø stock selection is driven by a disciplined process of qualitative business appraisal


and quantitative modelling
Ø stocks are selected based on key attributes, including:


• established player with a leading market position or defensible niche
• predictable growth
• high and sustainable profitability
• sound financial position
• strong management and continuity
• attractive relative value
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Ø the fund invests in a focused list of companies, but will diversify across sectors
Ø the fund will focus on mid- to large-cap stocks, but may also invest in smaller


companies
Ø overall portfolio risk is managed by assessing the expected performance and


volatility of each investment held by the fund relative to other securities held by
the fund


Ø the fund may also hold cash and fixed income securities to protect value in certain
market conditions


Ø the fund may invest in ADRs in order to efficiently add global exposure and
reduce the complexity of cross-border transactions. ADRs do not eliminate the
currency risk or foreign investment risk associated with an investment in a foreign
company


Ø the fund may use derivatives for hedging purposes and may also use derivatives
such as options, futures, forwards and swaps for non-hedging purposes as a
substitute for direct investment, as long as the funds use of derivatives is
consistent with its investment objectives.  See Derivative risk on page 5 for more
information


Ø the fund may enter into securities lending, repurchase and reverse repurchase
transactions to generate additional income and/or as a short-term cash
management tool.  See page 9 for more information.


What are the risks of investing in the fund?


Investing in the fund may result in the following risks which are described in more detail
beginning on page ••:


Ø market risk
Ø currency risk
Ø foreign investment risk
Ø class risk
Ø liquidity risk
Ø derivative risk
Ø multiple series risk
Ø small cap risk
Ø securities lending, repurchase and reverse repurchase transaction risks.


Who should invest in this fund?


This fund may be right for you if:


Ø you want potential for long term growth from your investment
Ø you want a core global equity investment for your portfolio with exposure to the


best performing companies globally across a range of sectors
Ø you are planning to hold your investment for the long term and can tolerate


medium-to-high investment risk
Ø you are seeking tax efficiency through the ability to switch between classes of the


corporation without creating a taxable event.
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Distribution policy


The board of directors determines the timing and the amount of dividends to be paid. In addition,
dividends paid may be either capital gains or ordinary dividends.  Dividends will be paid only to
the extent necessary to minimize the overall tax liability of the corporation.  It is expected that
the fund’s ordinary dividends will be paid annually in December and capital gains dividends will
be paid at the discretion of the board of directors.  See Income tax considerations for investors on
page 149 for more information.


Dividends are automatically reinvested in additional shares of the fund unless you tell your
dealer that you want them in cash.  Dividends on shares held in registered plans are always
reinvested.


Fund expenses indirectly borne by investors


This table is intended to help an investor compare the cost of investing in this fund with the cost
of investing in other mutual funds and shows the fees and expenses paid by the fund that are
indirectly borne by an investor.  See Fees and expenses on page 142 for more information.


Based on a $1,000 investment and 5% return each year.  Actual performance may vary.


INVESTMENT PRACTICES AND RESTRICTIONS


Investments


The fundamental investment objective of the fund may not be changed without the consent of a
majority of securityholders of the fund.  The board of directors, in the case of the RBC Advisor
Corporate Funds, can make other changes to the investment strategies and activities of a fund
without the consent of securityholders, subject to any required approval of the Canadian
securities regulators.


Investments in derivative instruments


The fund may use derivatives as permitted by the Canadian securities regulators. The risk factors
associated with the use of derivatives are disclosed on page ••.


RBC GIM is responsible for managing the risks associated with the use of derivatives.  RBC
GIM has written guidelines that set out the objectives and goals for derivatives trading which are
established and reviewed annually by the board of directors of RBC GIM.  In addition, RBC
GIM has written control policies and procedures in place that set out the risk management
procedures applicable to derivatives trading.  These policies and procedures set out specific
procedures for the authorization, documentation, reporting, monitoring and review of derivative
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strategies and positions ensuring that these functions are performed by individuals independent
of those who trade.  Limits and controls on derivative trading are part of RBC GIM’s compliance
regime.  All derivatives transactions are reviewed daily by a specially trained team who ensure
that the derivatives positions of the funds are within the existing control policies and procedures.
As the use of derivatives by the funds is limited, RBC GIM does not currently conduct
simulations to test the portfolio under stress conditions.   Derivative strategies and positions are
regularly monitored by RBC GIM management and reviewed by the Audit Committee of the
Board of Governors on a quarterly basis.  See Corporate governance of the funds on page 32.
Compliance with these policies and procedures is monitored periodically by internal auditors of
RBC Royal Bank.


Investments in securities lending transactions, repurchase agreements and reverse repurchase
agreements


The fund may enter into securities lending arrangements and repurchase and reverse repurchase
transactions in accordance with the rules of the Canadian Securities Administrators.


Pursuant to an agency agreement, RBC FI has appointed Royal Trust to act as the agent of
RBC FI and the fund and to enter into securities lending transactions, repurchase agreements and
reverse repurchase agreements on behalf of the fund.  The agency agreement provides for the
types of transactions that may be entered into by the fund, types of portfolio assets of the fund
that may be used, collateral requirements, limits on transaction sizes, permitted counterparties to
the transactions and investment of any cash collateral.   The agent will:


• ensure that collateral is provided in the form of cash, qualified securities or securities that can
be converted into the securities which are the subject of the securities lending, repurchase or
reverse repurchase transactions;


• value the loaned or purchased securities and the collateral every day to ensure that the
collateral is worth at least 102 per cent of the value of the securities;


• invest any cash collateral in accordance with the investment restrictions specified in the
agency agreement;


• invest no more than 50 per cent of the total assets of a fund in securities lending, repurchase
or reverse repurchase transactions at any one time; and


• assess the creditworthiness of the counterparties to securities lending, repurchase or reverse
repurchase transactions.


The securities lending transactions of the fund may be terminated by the fund at any time.
Repurchase agreements or reverse repurchase agreements of the fund will have a maximum term
of 30 days.


RBC FI and Royal Trust review the agency agreement and the securities lending and repurchase
and reverse repurchase arrangements annually to ensure that they comply with Canadian
securities regulations and the fund governance policies of the RBC Advisor Funds described
above.
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The risk factors associated with securities lending, repurchase and reverse repurchase
transactions are disclosed in the simplified prospectus of the funds.  RBC GIM is responsible for
managing the risks associated with securities lending, repurchase and reverse repurchase
transactions.  RBC GIM has written guidelines that set out the objectives and goals with respect
to securities lending arrangements, repurchase transactions and reverse repurchase transactions
which are established and reviewed annually by the board of directors of RBC GIM.  RBC GIM
has written control policies and procedures in place that set out the risk management procedures
applicable to securities lending, repurchase and reverse repurchase transactions.  All securities
lending, repurchase and reverse repurchase positions are reviewed by RBC GIM as part of this
compliance regime to ensure the funds are within the existing control limits.  As the use of
securities lending, repurchase and reverse repurchase transactions by the funds is limited, RBC
GIM does not currently conduct simulations to test the portfolio under stress conditions.
Securities lending arrangements and repurchase and reverse repurchase agreements will be
regularly monitored by RBC GIM management and reviewed by the Audit Committee of the
Board of Governors on a regular basis.  See Corporate governance of the funds on page 32.
Internal auditors of RBC Royal Bank monitor compliance with these policies and procedures
periodically.


Investment restrictions


Subject to the exceptions described below, we manage each the fund in accordance with the
standard mutual fund investment restrictions and practices contained in securities legislation,
including National Instrument 81-102 – Mutual Funds (NI 81-102).  These restrictions and
practices are designed in part to ensure that the investments of the fund are diversified and
relatively liquid and to ensure the proper administration of the fund.


The fund may be subject to prohibitions on certain investments applicable to dealer-managed
mutual funds pursuant to NI 81-102.  Subject to certain exceptions, the fund shall not knowingly
make an investment in the securities of an issuer:


Ø for which RBC GIM or an associate or affiliate of RBC GIM has acted as an
underwriter (of more than five per cent of the securities underwritten) for a period
of at least 60 days following the conclusion of the distribution of the underwritten
securities to the public; or


Ø of which any partner, director, officer or employee of RBC GIM or any partner,
director, officer or employee of any affiliate or associate of RBC GIM is an
officer or director, provided that this prohibition shall not apply where any such
partner, director, officer or employee does not:


• participate in the formulation of investment decisions made on behalf of
the fund;


• have access prior to implementation to investment decisions made on
behalf of the fund; and
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• influence (other than through research, statistical and other reports
generally available to clients) the investment decisions made on behalf of
the fund.


Foreign property


Registered plans, other than RESPs, are subject to a penalty tax under the Income Tax Act
(Canada) (Tax Act) if they invest in foreign property in excess of the limits set out in the Tax
Act.  RESPs have no foreign property restrictions.


Shares of the RBC Advisor Global Titans Class constitute foreign property under the Tax Act.
Therefore, this fund does not have any restrictions under the Tax Act on the amount of the fund’s
assets that can be invested in foreign property.


DESCRIPTION OF SECURITIES OF THE FUND


RBC Advisor Global Titans Class


The Corporation has separate classes of mutual fund shares and separate series of each class.
Each series is divided into shares of equal value.  All shares of a series have equal rights and
privileges.  Holders of the mutual fund shares are shareholders.  The Corporation may issue
fractions of mutual fund shares of each class and series.  These fractions have all the rights,
privileges, restrictions and conditions (other than the right to vote) applicable to a whole mutual
fund share of the relevant class and series in the proportion which they bear to one whole mutual
fund share, including the right to receive dividends.


Dividends, including capital gains dividends, may be paid in respect of a series of mutual fund
shares whether or not dividends are paid on any other series of mutual fund shares of the same
class.


Shareholders are entitled at any time to redeem their shares.  Please see Redemptions on page ••
for a description of redemption request procedures.  Upon thirty days’ written notice, the
Corporation may redeem or reclassify the mutual fund shares of a shareholder who no longer
satisfies the eligibility requirements with respect to such shares.


In the event of the liquidation, dissolution or winding-up of the Corporation or other distribution
of assets of the Corporation among its shareholders for the purpose of winding up its affairs,
shareholders of mutual fund shares of each class shall, in priority to any distribution of the
property and assets of the Corporation among the holders of common shares, be entitled to
receive in respect of each mutual fund share an amount, in cash or property, equal to the net asset
value per share for shares of the relevant series determined as of the date of distribution but shall
not be entitled to participate in the distribution of any other assets or property of the Corporation.
The Corporation may deduct any applicable redemption charges from such proceeds.


Unless otherwise required by securities legislation or corporate law, mutual fund shareholders
are not entitled to receive notice of or to attend meetings of shareholders of the Corporation or to
vote at any such meeting.  Common shareholders of the Corporation are entitled to such rights.
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Please see Meeting of securityholders below for a description of your voting rights as a mutual
fund shareholder.


Meeting of securityholders


Subject to certain exceptions described in NI 81-102, the following changes cannot be made to
the fund unless a majority of voting mutual fund securityholders of the fund approve of them:


• a change in the basis of calculation of a fee or expense that is charged to the fund in a way
that could result in an increase in charges to the fund;


• a change in the manager of the fund (other than to an affiliate of RBC FI);


• a change in the fundamental investment objectives of the fund;


• a change of the auditors of the fund;


• in certain cases, if the fund undertakes a reorganization with, or transfer of its assets to, or
acquires assets from another mutual fund; and


• if the security value of a fund will be calculated less often.


At any meeting of securityholders of the fund or a series of the fund, each securityholder will be
entitled to one vote for each whole security registered in the securityholder’s name, except
meetings at which the holders of securities of another series are entitled to vote separately as a
series.


CALCULATION OF SECURITY VALUE


You buy or redeem securities of each series of the fund at the net asset value per security for a
series of a fund (security value).  The issue or redemption price of securities of a series of the
fund is the next security value of that series of the fund determined after the receipt of the
purchase or redemption order.  The security value of each series of the fund is determined on
each valuation date after the Toronto Stock Exchange (TSX) closes or at such other time that the
board of directors decides (valuation time).  The valuation date for the fund is any day when
RBC FI’s office in Toronto is open for business.


Here is how we calculate the security value of a series of the fund:


• We take the value of all the investments and other assets of the series.


• We subtract the liabilities.  This gives us the aggregate net asset value for the series.


• We divide this amount by the total number of securities of the series that investors in the
fund are holding.  That gives us the security value for the series.


We will determine in good faith whether liabilities of a fund are attributable to all or only certain
series of a fund.
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To determine what your investment in a fund is worth, simply multiply the security value of the
series of securities you own by the number of securities you own.


In general, the prices of series of classes of the Corporation are calculated in the manner
discussed above.  However, common expenses of the Corporation are shared by all classes and
are allocated on an equitable basis.  These expenses include income taxes and refundable capital
gains taxes.  We have the right, however, to allocate expenses to a particular class where it is
reasonable to do so.


VALUATION OF PORTFOLIO SECURITIES


The value of any security or property held by a fund or any of its liabilities will be determined in
the following way:


• Cash, bills, demand notes, accounts receivable, prepaid expenses, cash dividends received or
receivable, distributions receivable and interest accrued and not yet received, will be valued
at their full amount unless RBC FI has determined that the cash or other asset is not worth
that amount.  RBC FI will then determine a reasonable value.


• Securities quoted in foreign currencies are translated to Canadian dollars using the prevailing
rate of exchange as quoted by customary banking sources on the valuation date.


• Bonds, debentures and other obligations are valued by taking the average of the latest
available bid and ask quotations on the valuation date.  Notes and money market instruments
are valued at their current market value on the valuation date.  RBC FI may determine this
value based on the cost of the investments, which approximates market value after taking
into account accrued interest which is recorded separately from the investment.  If short-term
instruments are sold, the difference between the cost and the proceeds (less income
previously credited for such security) will be recorded as income not capital.


• The value of any security which is listed or dealt in upon any stock exchange or exchanges is
determined by taking its latest available sale price of a board lot on the principal stock
exchange on which it is listed (or, lacking any such sales or records, or if the last such sale is
not within the latest available bid and ask quotations on the valuation date, RBC FI will have
the discretion to determine the fair value of the listed security based on market quotations
RBC FI believes most closely reflect the fair value of the investment).  In calculating the
value of inter-listed investments, RBC FI may permit over-the-counter (OTC)  rather than
stock exchange quotations to be used when they appear to reflect more closely the fair value
of any particular investment; but if such stock exchange or OTC quotations do not properly
reflect the prices which would be received by the fund upon the disposal of such investments,
RBC FI may place values upon such investments which appear to it to reflect most closely
the fair value of such investments.


• The value of any security, the resale of which is restricted or limited by reason of any
representation, undertaking or agreement by a fund or by the fund’s predecessor in title, will
be the lesser of: (i) the value thereof based on reported quotations in common use; and (ii)
that percentage of the market value of securities of the same class, the resale of which is not
restricted or limited by reason of any representation, undertaking or agreement, equal to the
percentage that the fund’s acquisition cost was of the market value of such securities at the
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time of acquisition, provided that a gradual taking into account of the actual value of the
securities may be made when the date on which the restrictions will be lifted is known.


• Long positions in clearing corporation options, options on futures, OTC options, debt-like
securities and listed warrants will be valued at their current market value.


• Where a covered clearing corporation option, option on futures or OTC option is written, the
premium received by the fund shall be reflected as a deferred credit which will be valued at
an amount equal to the current market value of the clearing corporation option, option on
futures or OTC option that would have the effect of closing the position.  Any differences
resulting from the revaluation will be treated as an unrealized gain or loss on investment.
The deferred credit will be deducted in arriving at the net asset value of the particular fund.
The securities, if any, which are the subject of a written clearing corporation option or OTC
option will be valued at their current market value.


• The value of a futures contract, forward contract or swap will be the gain or loss that would
be realized if, on the valuation date, the position in the futures contract, forward contract or
swap, as the case may be, were to be closed out unless daily limits are in effect, in which case
fair value, based on the current market value of the underlying interest, shall be determined
by RBC FI.


• Margin paid or deposited in respect of futures contracts and forward contracts will be
reflected as an account receivable and margin consisting of assets other than cash shall be
noted as held as margin.


• The value of any security which is not listed or dealt in upon any stock exchange is
determined at the most recently available sale price on a valuation date, or if such sale price
is not available, at a sale price determined by RBC FI, based on relevant market and/or
company data that RBC FI believes most closely reflects the fair value of the investment.


• In this annual information form, unless otherwise indicated, current market value means the
most recently available sale price applicable to the relevant security on the principal
exchange on which it is traded immediately preceding the valuation time on the valuation
date, provided that, if no sale has taken place on a valuation date, the average of the bid and
ask quotations immediately prior to the valuation time on the valuation date shall be used.


• Units of the various funds held by the Royal Select Portfolios will be valued at their
respective unit values on the relevant valuation date.


• Units of the underlying funds held by the Royal Select Choices Portfolios will be valued at
their net asset value as communicated by the managers of the underlying funds to RBC FI.


• If a valuation date of a fund is not a business day, the prices or quotations of the prior
business day will be used to value the asset or liability.


• If the valuation principles described above are inappropriate, RBC FI will determine a value
which it considers to be fair and reasonable (the fair value).  The following are instances in
the past three years where RBC FI has determined the fair value of a fund’s assets:


− On or about September, 1999, while the Taiwanese stock market was closed as a
result of an earthquake.


− On or about September, 2001, while the Taiwanese stock market was closed as a
result of a typhoon.
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− As a result of the terrorist attacks in the U.S. on September 11, 2001 and the resulting
closure of U.S. and Canadian stock exchanges, the Canadian securities regulatory
authorities approved an exemption not to value any mutual fund with more than five
per cent U.S. exposure while the U.S. stock exchanges were closed.


PURCHASES, SWITCHES AND REDEMPTIONS


How the securities are valued


The fund’s securities are divided into several series.  Series A and Series F securities of RBC
Advisor Funds are offered under this foundation document.  Each series is divided into units or
shares of equal value.  When you invest in the fund, you are actually buying securities of a
specific series of the fund.


All transactions are based on the series net asset value per security (security value).  We usually
calculate the security value on each business day after the Toronto Stock Exchange (TSX) closes,
but in some circumstances, we may calculate it at another time set by the trustee in the case of a
mutual fund trust or by the board of directors in the case of the corporation.  A business day is
any day when RBC FI’s office in Toronto is open for business.  The security value can change
daily.


The security value is the price used for all sales and redemptions of securities of that series
(including sales made on the reinvestment of distributions).  The price at which securities are
issued or redeemed is based on the next security value determined after the receipt of the
purchase or redemption order.


Here is how we calculate the security value of each series of the fund:


• We establish the value of all the fund’s investments and other assets.
• We then subtract the liabilities. This gives us the net asset value for the series.
• We divide this amount by the total number of securities of the series that investors in the


fund are holding.  That gives us the security value for the series.


To determine what your investment in a fund is worth, simply multiply the security value of the
series of securities you own by the number of securities you own.


Although the purchases and redemptions of securities are recorded on a series basis, the assets
attributable to all of the series of a fund are pooled to create one fund for investment purposes.


The financial sections of most major Canadian newspapers list the current Series A unit value of
each of the funds.  These values are also available on our website at www.rbcadvisor.com.


PURCHASES OF SECURITIES


You may purchase securities the fund through your dealer.  Your dealer must send your order to
us on the same day it is received.  It is the responsibility of each dealer to transmit orders to us in
a timely manner and to assume all associated costs.
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Subject to its right of rejection of any purchase order, a purchase order for securities of a series
of a fund which is received by us prior to 4:00 p.m. Eastern time on any valuation date will be
priced at the security value of such series that day.  If a purchase order is received by us after
4:00 p.m. Eastern time on a valuation date, it will be priced at the security value of such series on
the next valuation date.  If the board of directors, in the case of the RBC Advisor Corporate
Funds, decides to calculate the security value of a series at a time other than 4:00 p.m. Eastern
time, the security value will be determined relative to that time.  Note that your dealer may
establish an earlier cut-off time.


Within three business days after a purchase order is received, the trustee will issue the units or
the Corporation will issue the shares, as the case may be, subject to a right of rejection, at the
security value of the series on the date that the purchase order was received.  Securities may be
issued only in exchange for cash.


RBC FI may accept or reject purchase orders, in whole or in part, within one business day of the
order.  If a purchase order is rejected, the monies received with the order will be returned to the
investor immediately.


A dealer may make arrangements with an investor that will require the investor to compensate
the dealer for any losses suffered by the dealer in connection with a failed purchase order caused
by the investor.


Purchase options


When you invest in Series A or Advisor Series securities of the fund you may choose either of
the following two purchase options:


Initial sales charge (paying when you buy your securities) – a negotiable sales charge of between
zero-per-cent and five-per-cent of the amount you invest is paid to your dealer.


Deferred sales charge (paying when you redeem your securities) – no sales charge is payable at
the time of purchase.  We will pay the dealer a selling commission of five-per-cent of the net
asset value of the securities purchased by an investor choosing this option.  See Deferred sales
charge option in the simplified prospectus for a summary of the charges payable by investors
with respect to this purchase option if the securities are redeemed within a period of six years
from the date of purchase.


Excessive trading


We may refuse your order to buy or switch securities or any future orders if you trade
excessively, which we explain below.


Most mutual funds are considered long term investments, so we discourage investors from
buying, redeeming or switching securities frequently.  A switch is the redemption of securities of
one fund to purchase securities of another.


We discourage investors from excessive trading because it generates significant costs for a fund.
This can reduce a fund’s returns, which affects all securityholders. As a result, we may charge
you a short-term trading fee of up to two per cent of the value of the securities you redeem when
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you redeem or switch out of a fund within 90 days of purchasing those securities.  This short-
term trading fee is payable to the fund, not RBC FI.


We may refuse your purchase or switch order if it would disrupt the efficient and cost-effective
management of the RBC Advisor Funds.


Whether your trading is considered to be excessive will be determined by RBC FI in its sole
discretion.


Purchases


There is no limit to the number of securities you can buy, except under certain circumstances.
We may limit or “cap” the size of a fund by restricting new purchases, including securities
bought through switches.  If we do this, we will continue to allow purchases through existing
pre-authorized investment plans and reinvestments of distributions.  We will continue
redemptions and the calculation of the fund’s security value for each series.  We may
subsequently decide to start accepting new purchases or switches to that fund at any time.


Free redemption amount


Every calendar year, you can redeem up to 10 per cent of your Series A or Advisor Series
securities that would otherwise be subject to the deferred sales charge, at no charge. We call this
the 10 per cent free amount.  The 10 per cent free amount is calculated as 10 per cent of :


• the number of securities you owned as of December 31st of the preceding year, plus


• a pro-rated portion of the number of securities you purchased this calendar year.


You can use up your 10 per cent free amount in one sale or spread it out over several sales,
whichever you prefer.  You cannot carry forward any unused portion to the next year.


If you switch from securities of one fund to another fund, we will transfer the 10 per cent free
amount on those securities from the first fund to the second fund.


What else you need to know


If you purchase Series A or Advisor Series securities of the fund through both the initial sales
charge option and the deferred sales charge option, your dealer can tell us which securities you
wish to redeem.  If your dealer does not tell us, we will redeem any securities you bought with an
initial sales charge before we redeem securities you hold under the deferred sales charge option
to minimize your sales charges.


Minimum investments


You must invest and maintain a minimum balance.  The table below outlines the minimum along
with the minimum requirements for pre-authorized investment plans.  See Optional services on
page •• for more information regarding pre-authorized investment plans.
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Fund
Minimum Initial
Investment and
Balance1


Minimum Additional
Investments/Redemptions1


RBC Advisor Global
Titans Class


$1,000 $50


1 Your dealer may require higher amounts.


Minimum investment levels are established in an effort to control the cost of servicing accounts,
which impacts all securityholders.  If your balance falls below the minimum, we may redeem
your securities.  Prior to taking any action, we will give your dealer 30 days’ notice to bring the
value of your account up to the minimum levels.


We will not accept orders to buy securities during a period when we have suspended the right of
securityholders to redeem securities.  See When you may not be allowed to redeem your
securities on page •• for details.


SWITCHES AND RECLASSIFICATIONS OF SECURITIES


A switch is the exchange of securities of one fund for securities of another.  You can switch
securities from one RBC Advisor Fund to another as long as you:


• maintain the relevant minimum balance in each fund, and


• switch for securities purchased under the same sales charge option.


Switching your investment from shares of one RBC Advisor Corporate Fund to another RBC
Advisor Corporate Fund is not considered a disposition for tax purposes and will not result in a
capital gain or loss or affect your foreign content in a registered plan.  Switching from shares of
an RBC Advisor Corporate Fund to units of an RBC Mutual Fund Trust, or vice versa, or
switching from units of one RBC Mutual Fund Trust to units of another is considered a
disposition and may result in a capital gain or loss for tax purposes or it may affect your foreign
content in a registered plan.  You are responsible for tracking and reporting to the Canada
Customs and Revenue Agency any capital gain or loss that you realize.


If a securityholder requests a switch from securities of one fund to securities of another fund, the
purchase of securities will be at the security value of those securities on the date of redemption
from the first fund.


A reclassification is the change of securities of one series into securities of another series of the
same fund.  You can have Series A securities purchased under the initial sales charge option
reclassified into Series F securities of the same fund without charge if you are eligible to
purchase Series F securities.  You can also have Series F securities reclassified into Series A
securities of the same fund if the Series A securities are issued under the initial sales charge
option.  See Fees and expenses in the simplified prospectus for details.


The value of your investment, less any fees, will be the same immediately after the
reclassification.  You will, however, own a different number of securities because each series has
a different security value.  If you cease to be eligible to hold securities of a series because you no
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longer meet the relevant eligibility requirements, your securities will be reclassified into
securities of the series of the fund that you are eligible to hold.  A reclassification of securities
will not result in a capital gain or loss or affect the foreign content of your registered plan
because a reclassification is not considered a disposition for tax purposes.


Reclassifications


A reclassification is the change of securities of one series into securities of another series of the
same fund.  You can have Series A securities purchased under the initial sales charge option
reclassified into Series F securities of the same fund without charge if you are eligible to buy
Series F securities.  See page 144 for details.


You can also have Series F securities reclassified into Series A securities of the same fund if the
Series A securities are issued under the initial sales charge option.


The value of your investment, less any fees, will be the same immediately after the
reclassification between series.  You may, however, own a different number of securities because
each series may have a different security value.  Reclassifying securities from one series to
another series of the same fund is not a disposition for tax purposes.


REDEMPTIONS


You can sell securities at any time.  This is called a redemption. Your dealer must send your
redemption request on the same day it is received.  Redemption requests will be handled in the
order in which they are received.  The fund will not process redemption requests specifying a
forward date or specific price.  The dealer must assume all associated costs.


Redemption orders which are received by RBC FI before 4:00 p.m. Eastern time on any
valuation date will be processed using that day’s security value.  Redemption orders which are
received by RBC FI after 4:00 p.m. Eastern time on a valuation date will be processed using the
next business day’s security value.  If the board of directors of the Corporation, decides to
calculate security value at a time other than after the usual closing time of the TSX, the security
value received will be determined relative to that time.  Note that your dealer may establish an
earlier cut-off time.  Redemption requests received by your dealer will be transmitted to the RBC
FI office administering the fund on the day of the request.  You will receive the redemption
proceeds, in the currency in which you bought the fund, within three business days of your dealer
submitting your properly completed order.


If you hold any shares in certificate form, you must sign the back of your certificate, have your
signature guaranteed by a bank, trust company or broker or dealer, and return the certificate with
your instructions.


Your redemption or switch transaction will not be processed until your dealer has received all
documentation.  Your dealer must provide all required documents within 10 business days of the
date of your redemption order.  If not, we will repurchase the securities for your account.  If the
cost of repurchasing the securities is more than the sale proceeds, your dealer must pay the
difference and any related costs.
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A dealer may make provision in arrangements that it has with a securityholder that will require
the securityholder to compensate the dealer for any losses suffered by the dealer in connection
with any failure of the securityholder to satisfy the requirements of a fund or securities
legislation for a redemption of securities of the fund.


When you may not be allowed to redeem your securities


Under extraordinary circumstances, you may not be allowed to redeem your securities.  We may
refuse your order to redeem if:


• normal trading is suspended on any stock exchange or market where more than 50 per cent of
the assets of a fund are listed or traded, or


• we get permission from the Canadian Securities Administrators to allow us to temporarily
suspend the redemption of securities.


A fund will not allow the purchase of securities of a fund when the right to redeem securities is
suspended.


OPTIONAL SERVICES


This section tells you about the optional services we offer to investors.


Pre-authorized investment plan


If you want to invest in a fund on a regular basis, you can use a pre-authorized investment plan.


Here is how the plan works:


Ø The table on page •• under the heading Minimum investments outlines the
minimum balance, the minimum initial investment and the minimum additional
investments required for the fund.


Ø You can invest semi-monthly, monthly, quarterly, semi-annually or annually,
depending on the kind of account you have.  For more information, please ask
your dealer.


Ø We will automatically transfer money from your bank account with any financial
institution to purchase securities in the fund.


Ø We will cancel your plan if your payment is returned because there are not
sufficient funds in your bank account.


Systematic withdrawal plan


If you would like to make regular withdrawals from your non-registered investment in a fund,
you can open a systematic withdrawal plan.  Here is how the plan works:


Ø You must have at least $10,000 in your non-registered account to set up a
systematic withdrawal plan.
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Ø You can choose to withdraw $100 or more monthly, quarterly, or semi-annually.


Ø We will deposit the money directly to your bank account.


Ø If you decide to discontinue your systematic withdrawal plan and your investment
is below the minimum balance for a fund, we may ask you to increase your
investment to the minimum amount or to redeem your remaining investment in
the fund.


It is important to remember that if you withdraw more than your investment is earning, you will
reduce and eventually use up your original investment.  Remember, a systematic withdrawal plan
is like a redemption.  You are responsible for tracking and reporting to the CCRA any capital
gain or loss you incur on securities disposed of.


Registered plans


Registered plans receive special treatment under the Income Tax Act (Canada).  A key benefit is
that you do not pay tax on the money you earn in these plans until you withdraw it.  In addition,
contributions to an RRSP are deductible from your taxable earnings up to your allowable limit.
You should consult your tax advisor for more information about the tax implications of
registered plans.


RESPONSIBILITY FOR OPERATIONS OF THE FUNDS


Manager


RBC FI is the manager of the fund.  The address, phone number and website address of RBC FI
is Royal Trust Tower, P.O. Box 7500, Station A, Toronto, Ontario, M5W 1P9, 1-800-662-0652
and www.rbcadvisor.com.  You can contact us by e-mail at funds@rbc.com.


RBC FI manages the fund pursuant to the terms of management agreements (Management
Agreements) between RMFI and the Corporation dated October 9, 2001 in respect of the RBC
Advisor Corporate Funds, assigned to RBC FI as of January 31, 2002.


RBC FI is responsible for day-to-day operations of the fund and appoints investment advisors
which manage the funds’ investments and supervises brokerage arrangements for the purchase
and sale of fund securities and other assets.  RBC FI is paid a fee as compensation for the
services it provides to the fund.  The amount of those fees is set out at the start of each individual
fund’s section in the simplified prospectus of the funds.  RBC FI currently manages other mutual
funds offered to the public including the Royal Mutual Funds.


The Management Agreements may be terminated on 90 days’ written notice by either party.
However, the trustee or the Corporation, as the case may be, may terminate the agreement at any
time, without notice, if RBC FI fails to perform its duties under the Management Agreement,
becomes bankrupt or insolvent or fails to maintain any registration or qualification it needs in
order to act as a manager of any of the funds.
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The name and municipality of residence, position and office held with RBC FI and current
principal occupation of each of the directors and officers of RBC FI are as follows:


Name Municipality of
Residence


Position and Office held
with RBC FI


Current Principal Occupation


M. George Lewis Pickering, Ontario Director, Chairman and
Chief Executive Officer,
RBC FI


Director, Chairman and Chief
Executive Officer, RBC FI and
Director, Chairman and Chief
Executive Officer, RBC GIM


Frank Lippa Maple, Ontario Director, Chief Financial
Officer, RBC FI


Director, Chief Financial Officer
of RBC FI


Brenda J. Vince Etobicoke, Ontario Director, President and
Chief Operating Officer,
RBC FI


Director, President and Chief
Operating Officer of RBC FI


Arthur L. Charow Thornhill, Ontario Director, RBC FI Vice-President and Chief
Financial Officer, Royal Trust


Peggy Dowdall-Logie Toronto, Ontario Director, Vice-President,
Risk Management and
Compliance, RBC FI


Head of Risk Management and
Compliance, RBC GIM


Anne Lockie Toronto, Ontario Director, RBC FI President and Chief Executive
Officer, RMFI and Executive
Vice-President, RBC Royal
Bank


Nancy E. Church Toronto, Ontario Corporate Secretary, RBC
FI


Corporate Secretary of RBC FI


Sharon Acorn Toronto, Ontario Vice-President, Systems &
Operations, RBC FI


Vice-President, Systems &
Operations, RBC FI


Jonathan Hartman Oakville, Ontario Vice-President, Business
Development, RBC FI


Vice-President, Business
Development, RBC FI


Tamarie Dobias Toronto, Ontario Vice-President, Marketing
and Communications,
RBC FI


Vice-President, Marketing and
Communications, RBC FI


Paul Butler Whitby, Ontario Vice-President, Products,
RBC FI


Vice-President, Products, RBC
FI


William Hill Toronto, Ontario Vice-President, Advisor
Channel Sales, RBC FI


Vice-President, Advisor Channel
Sales, RBC FI


David Richardson Toronto, Ontario Vice-President,
Relationship Management,
RBC FI


Vice-President, Relationship
Management, RBC FI


Each of the people listed above has held his or her current position with the manager or a similar
position with RMFI, the previous manager, and his or her principal occupation during the five
years preceding the date hereof, except for M. George Lewis, who from January, 1998 to July 3,
2000 was Managing Director, Head of Institutional Equities, RBC Dominion Securities Inc. and
prior to January, 1998 was Director of Research, RBC Dominion Securities Inc., Frank Lippa,
who prior to October, 2000, was Vice-President and Chief Financial Officer, RBC GIM, Brenda
J. Vince, who between June, 1996 and October, 2000, was Vice-President, Marketing for RMFI,
Arthur L. Charow, who prior to January, 1999 was Vice-President and Chief Financial Officer of
RBC Insurance, Peggy Dowdall-Logie, who from June, 2000 to January, 2002 was Manager,
Registrant Legal Services and General Manager, Registrant Regulation for the Ontario Securities
Commission, from July, 1999 to February, 2000 was a consultant for Arthur Andersen, from
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May, 1999 to July, 1999 was Senior Legal Counsel for the Ontario Securities Commission, and
from November, 1997 to May, 1999 was Director, Investment Management Consulting for
PricewaterhouseCoopers LLP, Anne Lockie, who, in addition to her current principal
occupation, is also Executive Vice-President, Sales for RBC Royal Bank, and who from
February, 1999 to October 1999 was Senior Vice-President, Manitoba and Saskatchewan,
Executive Management, RBC Royal Bank, and prior to February 1999, was Senior Vice-
President and General Manager, Saskatchewan Head Office Management, RBC Royal Bank,
Nancy E. Church, who from January, 2001 until January, 2002 was Manager, National
Compliance, RMFI, from April, 2000 to January, 2001, was General Counsel and Corporate
Secretary, Enwave District Energy Limited, from March, 1998 to April, 2000, was Vice-
President, Corporate Secretary and General Counsel, Terastar Realty Corporation and prior to
March, 1998 was Counsel, Jasper Financial Group, Sharon Acorn, who from September, 2000 to
February, 2002 was Senior Manager, Systems and Service Delivery for RMFI and prior to
September, 2000 was Director, Development and Technology for RMFI, Jonathan A. Hartman,
who from October, 2000 to February, 2001 was Senior Manager, Business Development for
RMFI and prior to October, 2000 was Manager, Product Development for RMFI, Tamarie
Dobias, who from October, 1998 to February, 2002 was Senior Manager, Marketing with RMFI,
and prior to June, 1998 was Manager, Marketing with RBC Royal Bank, Paul Butler, who from
November, 2000 to February, 2002 was Senior Manager, Product Development with RMFI, from
August, 1998 to November, 2000 was Senior Manager, Offshore Funds with RBC Global Private
Banking and prior to August, 1998 was Senior Manager, Alternative Distribution Channels with
RMFI, and William Hill, who prior to November, 2001 was Regional Manager, Ontario with
RMFI.


Investment advisors


RBC Global Investment Management Inc. of Toronto, Ontario is the investment advisor for the
fund


The investment advisor provides investment analysis and recommendations with respect to the
fund.  As compensation for their services, RBC GIM receives a fee from RBC FI.  This fee is not
charged to the fund.


The name, title and length of service by persons employed by RBC GIM or the sub-advisors who
are principally responsible for the day-to-day management of a fund or implementing its
investment strategy are shown in the tables below:


RBC Global Investment Management Inc.


Name Funds for which Responsible Position and Office Principal Business Association During
Preceding Five Years


M. George Lewis All funds Director, Chairman and
Chief Executive Officer


Received MBA from Harvard University;
Chartered Financial Analyst; associated
with RBC GIM since 2000


Dan Chornous All funds Chief Investment
Officer*


Chartered Financial Analyst; associated
with RBC GIM since 2002; prior thereto,
associated with RBC Dominion Securities
Inc.
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Name Funds for which Responsible Position and Office Principal Business Association During
Preceding Five Years


Sarah Khoo RBC Advisor Global Titans Class


RBC Advisor Global Consumer
Trends Class


RBC Advisor Global Balanced
Class


Global Sector Research
Director and Portfolio
Manager


Chair, Global Equity
Committee


Received MBA  from University of Texas
in Austin; Chartered Financial Analyst;
associated with RBC GIM since 2000;
prior thereto was employed by Mackenzie
Financial from 1998; prior thereto was
employed by Royal Trust Global
Investment Group


* Effective November 1, 2002


The investment decisions of the individuals listed in the table above made on behalf of RBC
GIM are not subject to the oversight, approval or ratification of any committee.  The investment
decision-making process is supported by research, analysis and internal investment committees.
Investment decisions are overseen by the Chief Investment Officer.


RMFI, which was previously the manager of the funds, and RBC GIM entered into primary
investment advisor agreements (Primary Investment Advisor Agreements) dated October 9, 2001
in respect of the RBC Advisor Corporate Funds and assigned to RBC FI as of January 31, 2002.
The Primary Investment Advisory Agreements provide that either party may terminate the
agreement on 30 days’ prior written notice to the other party.  RBC FI also has the right to
terminate the agreement immediately if RBC GIM commits certain acts or fails to perform its
duties under the agreement.


Brokerage arrangements


RBC GIM or the sub-advisor of a fund makes decisions as to the purchase and sale of fund
securities, including underlying funds and other assets of the funds such as cash and term
deposits as well as decisions regarding the execution of portfolio transactions of a fund,
including the selection of market, broker and the negotiation of commissions.


In effecting portfolio transactions, RBC GIM or the sub-advisor places brokerage business with
numerous investment dealers and brokers on the basis of the best price and service.  Subject to
these requirements, RBC GIM, on behalf of certain of the funds, has established standard
brokerage arrangements with RBC Dominion Securities Inc. (RBC DS ), an investment dealer
which is an affiliate of RBC GIM and RBC FI and a member of the RBC Financial Group.
Purchases of units of the underlying funds are effected by RBC GIM through RBC DS pursuant
to an agreement which has been entered into on competitive terms and conditions.


Brokerage business is allocated by investment advisors based on quality of service and the terms
offered for specific transactions.  From time to time brokerage business may be allocated to RBC
DS, an investment dealer which is an affiliate of RBC Royal Bank.  The business will be on
competitive terms and conditions, including as to brokerage fees.  There are no ongoing
contractual arrangements with any broker, other than RBC DS, with respect to securities
transactions of the funds.


Since October 15, 2001, the following companies have provided investment decision-making
services in the nature of research, statistical and similar services to RBC GIM in return for the
allocation by RBC GIM of portfolio transactions: Banc of America; Merrill Lynch, Thomas
Weisel; Cannaccord Capital; Wachovia; Commission Direct Inc.; ScotiaMcLeod Inc.; TD
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Newcrest; CIBC World Markets Inc.; UBS Bunting Warburg Inc.; HSBC Securities (Canada)
Inc.; First Associates Investments Inc.; Salomon Smith Barney; The Bear Stearns Co. Inc.; ITG
Inc.; SG Cowan Securities Inc.; William O’Neil & Co. Inc.; TIR Securities; Rochdale Securities
Inc.; and Davis, Mendel, Regenstein, in respect of the following funds: RBC Advisor U.S.
Equity Class, RBC Advisor Global Titans Class, RBC Advisor Global Communications and
Media Class, RBC Advisor Global Consumer Trends Class, RBC Advisor Global Financial
Services Class, RBC Advisor Global Health Sciences Class, RBC Advisor Global Industrials
Class, RBC Advisor Global Resources Class, and RBC Advisor Global Technology Class.  RBC
FI does not participate in or influence the decision making process concerning the selection of
brokers.


RBC Advisor Global Fund Inc.


The business and affairs of RBC Advisor Global Fund Inc. are managed by its Board of
Directors.  The Board of Directors has engaged RBC FI to act as manager for the funds
comprising the Corporation.  The fund is administered in its day-to-day operations by the
manager.


Directors and officers


The name and municipality of residence and current principal occupation of each of the directors
and officers of the Corporation are as follows:


 Name Municipality of Residence Position and Office held with
the Corporation


Current Principal
Occupation


M. George Lewis Pickering, Ontario Director, Chief Executive
Officer


Director, Chairman and
Chief Executive Officer,
RBC FI and Director,
Chairman and Chief
Executive Officer, RBC
GIM


Brenda J. Vince Etobicoke, Ontario Director, President Director, President and
Chief Operating Officer,
RBC FI


Frank Lippa Toronto, Ontario Director, Chief Financial
Officer


Director, Chief Financial
Officer, RBC FI


Gordon J. Feeney Etobicoke, Ontario Director Company Director


Michael G. Thorley Etobicoke, Ontario Director Partner, Torys, Barristers
and Solicitors


Nancy E. Church Toronto, Ontario Corporate Secretary Corporate Secretary of RBC
FI


Jonathan A. Hartman Oakville, Ontario Vice-President, Business
Development


Vice-President, Business
Development, RBC FI


Each of the people listed above has held his or her current position with the manager and his or
her principal occupation during the five years preceding the date hereof, except for M. George
Lewis, who from January, 1998 to July 3, 2000 was Managing Director, Head of Institutional
Equities, RBC Dominion Securities Inc., and prior to January, 1998 was Director of Research,
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RBC Dominion Securities Inc., Brenda J. Vince, who prior to October, 2000 was Vice-President,
Marketing for RMFI, Frank Lippa, who prior to October, 2000 was Vice-President and Chief
Financial Officer, RBC GIM, Gordon J. Feeney, who prior to July, 2001 was Deputy Vice-
Chairman for RBC Financial Group, Nancy E. Church, who from January, 2001 to January 2002
was Manager, National Compliance, RMFI, from April 2000 to January, 2001 was General
Counsel and Corporate Secretary of Enwave District Energy Limited, from March, 1998 to
April, 2000 was Vice-President, Corporate Secretary and General Counsel of Terastar Realty
Corporation, and prior to March, 1998 was Counsel for Jasper Financial Group, and Jonathan A.
Hartman, who from October, 2000 to February, 2001 was Senior Manager, Business
Development for RMFI and prior to October 2000 was Manager, Product Development for
RMFI.


Custodian


Royal Trust of Montreal, Quebec is also the custodian of the assets of the fund pursuant to a
master custodial agreement between Royal Trust and RMFI, which was previously the manager
of the funds dated January 1, 1995 and assigned to RBC FI as of January 31, 2002.  Royal Trust
receives a fee from the fund for the custodial services provided.  Either party may terminate the
custodial agreement by giving the other party 30 days’ notice.


Auditor


The auditor of the fund is PricewaterhouseCoopers LLP of Toronto, Ontario.


Registrar


Royal Trust keeps a record of and acts as registrar to all securities purchased, processes orders
and issues account statements to investors.  The register of the fund is kept in Toronto, Ontario.


CONFLICTS OF INTEREST


Principal holders of securities


(a) Fund


Except as stated below, as at October 11, 2002 no other person or company owns of record or, to
the knowledge of the relevant fund or the manager, beneficially, directly or indirectly, more than
10 per cent of the outstanding securities of the fund.


RBC Advisor Global Titans Class


Name Type of
Ownership


Number of units
Owned


Percentage of Outstanding
units


Royal Bank of
Canada


Direct 98,946 52.1%
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(b) Manager


Except as stated below, as at October 11, 2002, no person or company owned of record or, to the
knowledge of the manager, beneficially, directly or indirectly, more than 10 per cent of the
outstanding shares of RBC FI, the manager of the fund.


Name
Type of
Ownership


Number of Shares
Owned


Percentage of Outstanding
Shares


RBC Royal Bank Beneficial 10 Common Shares 100%


The percentage of securities of each class or series of voting or equity securities of RBC Royal
Bank beneficially owned, directly or indirectly, in aggregate, by all the directors and officers of
RBC FI is no more than three per cent.


Affiliated entities


The following companies that provide services to the fund or RBC FI in relation to the fund are
affiliated with RBC FI:


RBC Royal Bank
|


                                                                                                                                                    
 | |  | |


100%
|


100%
|


100%
|


100%*
|


RBC FI*
(Manager and Promoter)


RBC GIM*
(Investment Advisor)


Royal Trust
(Custodian and


Registrar)


RBC DS*
(Brokerage Services and


Subcustodian)


*RBC FI, RBC GIM and RBC DS are indirect wholly-owned subsidiaries of RBC Royal Bank.


The amount of fees received by each of the above-listed companies from the funds are contained
in the audited financial statements of the fund.


The following individuals are directors or officers of RBC FI and also of an affiliated entity of
RBC FI:


Name Position with Manager Position with Affiliate


M. George Lewis Director, Chairman and Chief Executive
Officer


Director, Chairman and Chief Executive
Officer, RBC GIM
Director, RT Investment Management
Holdings Inc.


Frank Lippa Director, Chief Financial Officer Director, Chief Financial Officer, RBC
GIM


Peggy Dowdall-Logie Director, Vice-President, Risk
Management and Compliance


Head of Risk Management and
Compliance, RBC GIM, Director, RT
Investment Management Holdings Inc.


Arthur L. Charow Director Vice-President and Chief Financial
Officer, Royal Trust
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Name Position with Manager Position with Affiliate


Anne Lockie Director President and Chief Executive Officer,
RMFI, Executive Vice-President, RBC
Royal Bank


CORPORATE GOVERNANCE OF THE FUND


The Corporation has a board of directors which has overall responsibility for management of the
Corporation.  The board of directors of the Corporation have delegated responsibility for the day-
to-day management and administration of the fund to RBC FI.


Royal Trust has an independent Board of Governors under the Declaration of Trust.  The Board
of Governors acts in an advisory capacity and provides guidance to RBC FI.  See Board of
Governors below.


Policies, procedures, practices and guidelines


As manager of the fund, RBC FI is responsible for the day-to-day management, administration
and operation of the fund.


RBC FI has established appropriate policies, procedures, practices and guidelines to ensure the
proper management of the fund.  The systems used by RBC FI in relation to the fund monitor
and manage the business and sales practices, risk and internal conflicts of interest relating to the
fund, while ensuring compliance with applicable regulatory, compliance and corporate
requirements.  RBC FI personnel responsible for compliance, together with management of RBC
FI and RBC GIM, ensure that these policies, procedures, practices and guidelines are
communicated from time to time to all relevant persons and updated as necessary (including the
systems referred to above) to reflect changing circumstances.  RBC FI also monitors the
application of all such policies, procedures, practices and guidelines to ensure their continuing
effectiveness.


RBC FI has retained RBC GIM as primary investment advisor to provide investment advice and
portfolio management services to the fund.  RBC GIM is an indirect wholly-owned subsidiary of
RBC Royal Bank.


Compliance with the investment practices and investment restrictions mandated by securities
legislation is monitored by RBC GIM on a regular basis. This monitoring is conducted by a
department of RBC GIM that is physically and organizationally separate from RBC GIM’s
portfolio managers.  The investment practices and restrictions for the fund and guidelines for
derivative use, securities lending transactions, repurchase agreements and reverse repurchase
agreements are outlined on page ••.


RBC FI has also adopted a Code of Ethics for Personal Investing (the Code) which is designed to
prevent potential, perceived or actual conflicts between the interests of RBC FI and its staff with
the interests of investors and the funds. Under the Code, certain senior RBC FI personnel are
required to pre-clear most personal securities transactions in order to ensure that those trades do
not conflict with the best interests of the funds and have not been offered to the person because
of the position they hold in RBC FI. RBC FI has also adopted the basic principles set out in the
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Code of Ethics on Personal Investing established by the Investment Funds Institute of Canada.
RBC GIM has a similar code and pre-clearance procedure which applies to all of its employees.


The Board of Governors also advises the board of directors of the Corporation in respect of
potential conflicts of interest related to the fund.  See Board of Governors below.


Board of Governors


Royal Trust has established an independent Board of Governors which provides guidance to the
board of directors of the Corporation and the board of directors of RBC FI, the manager of the
funds.  The majority of the Board members are independent from the RBC Financial Group.  The
Board provides advice on issues of an investment and regulatory nature, including overall
investment strategies, policies and potential conflicts of interest related to the fund.  The Board
must approve any proposed increase in the management fees or any change to the auditors of the
fund.  The Board also serves as a forum to discuss major trends and developments within the
mutual fund industry and financial services in general.


Set forth below are the names, municipalities of residence and principal occupation(s) of each of
the members of the Board of Governors:


Name Municipality of Residence Current Principal Occupation


Mary C. Arnold*† Edmonton, Alberta Managing Director, Arnold
Consulting Group Ltd.


Gordon J. Feeney* Etobicoke, Ontario Company Director


Selwyn B. Kossuth*† Mississauga, Ontario Financial Consultant


Lloyd R. McGinnis Winnipeg, Manitoba Chief Executive Officer, ISIS
Canada, a civil engineering
research and consulting
organization


Elaine C. Phénix Montreal, Québec President, Phenix Capital Inc.


Joseph P. Shannon Long Point, Inverness County,
Nova Scotia


President, Atlantic Corp. Ltd., a
holding company in the
transportation, health care, real
estate, cable television,
construction and technology
industries


Michael G. Thorley*† Etobicoke, Ontario Partner, Torys, Barristers and
Solicitors


Jim Yuel Saskatoon, Saskatchewan President and Chief Executive
Officer, PIC Investment Group Inc.


* Member of the Audit Committee of the Board of Governors
† Member of the Independent Committee
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FEES AND EXPENSES


This section outlines the fees and expenses you may pay directly or indirectly when you invest in
the fund.  The fund pays some fees and expenses which you pay indirectly because they reduce
the value of your investment.


Fees and expenses payable by the fund


Management fees RBC FI, as manager of the fund, is entitled to a management fee
payable by the fund.  The management fee for each series of
securities varies.


Operating expenses The fund pays its own operating expenses.  These expenses may
include regulatory filing fees and other day-to-day operating
expenses including recordkeeping, accounting and fund valuation
costs, custody fees, audit and legal fees, the costs of preparing and
distributing annual and semi-annual reports, prospectuses,
statements and investor communications and applicable taxes.  We
may, in some years and in certain cases, pay a portion of the funds’
operating expenses.  The decision to absorb expenses is reviewed
annually and determined at the discretion of the manager, without
notice to securityholders.  Operating expenses of the fund will be
allocated among each series of a fund in a fair and equitable manner
in accordance with the services used.


Fees and expenses payable directly by you


Sales charge


Initial sales charge
option


You may have to pay a sales charge if you choose to buy Series A or
Advisor Series securities under the initial sales charge option.  You
and your dealer negotiate the amount you pay.  The charge may
range from zero per cent to five per cent of the purchase order.  We
deduct the sales charge from the amount you invest and pay it to
your dealer as a commission.


You pay no sales charge when you buy Series F securities of the
fund.


Fees for switches and
reclassifications


You may have to pay your dealer a fee of up to two per cent of the
value of the securities you acquire when you switch between funds
(including classes of the mutual fund corporation).  This fee is not
paid to the fund.  You negotiate the fee and pay it directly to your
dealer.


There is no fee for reclassifying your securities from one series to
another series of the same fund.
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Fees and expenses payable directly by you


Short-term trading
fees


The fund may charge a short-term trading fee of up to two per cent
of the value of the securities if you redeem your securities within 90
days of buying them.  This will not apply if you are using the
proceeds to buy another series of securities of the same fund.


This fee is designed to protect securityholders from other investors
moving quickly in and out of the fund.  Frequent trading can hurt a
fund’s performance by forcing the portfolio manager to keep more
cash in the fund than would otherwise be needed, or to sell
investments at an inappropriate time.  It may also increase the fund’s
transaction costs.


Short-term trading fees are paid to the fund you have redeemed
from, not to RBC FI.  The fee is deducted from the amount you
redeem or transfer and is retained by the fund.  The short-term
trading fee does not apply to securities that you receive from
reinvested distributions or that are sold as a result of the death of a
securityholder.


Redemption fees


Deferred sales charge
option


You will pay a deferred sales charge if you choose to buy Series A
or Advisor Series securities under the deferred sales charge option
and you redeem your securities within six years of buying them.


The table below shows the deferred sales charge schedule:


If you redeem you pay


During the first year
During the second year
During the third year
During the fourth year
During the fifth year
During the sixth year
Thereafter


6.0%
5.5%
5.0%
4.5%
3.5%
2.0%
NIL


You pay no sales charge when you redeem Series F securities of a
fund.


Other fees and
expenses


If you purchase securities and do not provide payment in time, we
will cancel your order and redeem the securities.  If we redeem the
securities for more than the value they were issued for, the
difference will go to the fund.  If we redeem the securities for less
than the value they were issued for, we will pay the difference and
collect this amount, plus the cost of doing so, from your dealer.
Your dealer may require you to reimburse the amount paid if they
suffer a loss as a result.
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Impact of sales charges


The following table shows the fees that you would pay if you bought Series A or Advisor Series
securities under our different purchase options.  It assumes that:


• you invested $1,000 in Series A or Advisor Series securities of the fund
• you held that investment for one, three, five or 10 years and you redeemed the entire


investment immediately before the end of that period
• the sales charge under the initial sales charge option is five per cent
• the sales charge under the deferred sales charge option is only payable if you sell your


shares within six years of buying them.  See Fees and expenses for the redemption fee
schedule.


• you have not used your 10 per cent free amount under the deferred sales charge option.


Redemption fee before end of:


Fee at time of
purchase


1
year


3
years


5
years


10
year


s


Initial Sales Charge Option $50 Nil Nil Nil Nil


Deferred Sales Charge Option Nil $60 $50 $35 Nil


DEALER COMPENSATION


How your investment professional and dealer are paid


Your investment professional usually is the person from whom you purchase the fund.  Your
investment professional could be a broker, financial planner or advisor who is registered to sell
mutual funds.  Your dealer is the firm your investment professional works for.


For Series A and Advisor Series securities


Your investment professional usually receives a commission when you invest in Series A or
Advisor Series securities of the fund.  The commission depends on how you invest in the fund.


Initial sales charge option


When you choose the initial sales charge option for Series A or Advisor Series securities, you
and your investment professional decide on the percentage you will be charged.  The percentage
ranges from zero per cent to five per cent of the amount you invest.  We deduct the sales charge
from the amount you invest and pay it to your dealer.


Deferred sales charge option


When you choose the deferred sales charge option for Series A or Advisor Series securities, we
pay your dealer a commission of five per cent of the amount you invest.  You will not pay a
charge unless you redeem your securities within six years of buying them.







- 38 -


T h i s  d o c u m e n t  i s  f o r  i l l u s t r a t i v e  p u r p o s e s  o n l y . 38


Switch fee


When you switch from one RBC Advisor Fund to another, you may have to pay your dealer a
switch fee of up to two per cent.  You negotiate the fee with your investment professional.


Trailing commissions


We pay dealers a quarterly service fee, known as a “trailing commission,” based on the total
value of Series A or Advisor Series securities their clients hold in the funds.  The quarterly
commission is no more than ¼ of 1.15 per cent for the initial sales charge option and ¼ of 0.50
per cent for the deferred sales charge option. These fees depend on the fund and the sales charge
option.  We may change the terms of the service fee.  Dealers typically pay a portion of the
service fee to the investment professionals for the services they provide to their clients.


For Series F securities


We do not pay sales charges or trailing commissions on Series F securities.


Other forms of dealer support


We may provide a broad range of marketing and support programs to assist dealers in business
promotional activities relating to the sale of our funds, all in accordance with securities
legislation.


DEALER COMPENSATION FROM MANAGEMENT FEES


Approximately 28.15% per cent of the total management fees of the RBC Advisor Funds was
used to pay for broker commissions or other promotional activities of the RBC Advisor Funds in
the financial year ended December 31, 2001.


INCOME TAX CONSIDERATIONS


This section describes how your investment in a fund will be subject to Canadian income tax.
This description assumes that:


• you are a Canadian resident individual, and
• you hold your securities as capital property.


The following is a general summary of the principal Canadian federal income tax considerations
for the funds and for holders of securities of the funds and is based upon the current provisions of
the Tax Act and regulations thereunder, all specific proposals to amend the Tax Act and such
regulations publicly announced by the Minister of Finance (Canada) prior to the date hereof (the
tax proposals), and our  understanding of the current published administrative and assessing
policies of the Canada Customs and Revenue Agency (CCRA). This summary does not take into
account or anticipate any changes in law other than the tax proposals whether by legislative,
administrative or judicial action and it does not take into account provincial or foreign income
tax legislation or considerations.
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The Corporation qualifies as a “mutual fund corporation,” as defined in the Tax Act, effective as
of the date of its incorporation and will continue to qualify as a mutual fund corporation.  This
summary is based on the assumption that the Corporation will so qualify at all material times.  If
the Corporation was to not so qualify, the income tax consequences described below could be
materially different.


This summary is of a general nature only and is not exhaustive of all possible income tax
considerations. Therefore, prospective securityholders are advised to consult their own tax
advisers about their individual circumstances.


Taxation of the funds


RBC Advisor Corporate Funds


Capital gains may be realized by the Corporation in a variety of circumstances, including on the
disposition of portfolio assets of the Corporation as a result of shareholders of a class of the
Corporation switching their shares of such class for shares of another class.  The taxable portion
of capital gains (net of the allowable portion of capital losses) realized by the Corporation will be
subject to tax at normal corporate rates, but taxes paid thereon by the Corporation are generally
refundable on a formula basis when shares of the Corporation are redeemed or when the
Corporation pays capital gains dividends.  Accordingly, if sufficient amounts are paid by the
Corporation on the redemption of its shares or as capital gains dividends, generally the
Corporation will not pay tax on its capital gains.


The Corporation will be subject to the refundable tax under Part IV of the Tax Act on taxable
dividends received by it from taxable Canadian corporations in an amount equal to 33-1/3 per
cent of such dividends.  Any Part IV tax will be refundable on the basis of $1.00 for each $3.00
of taxable dividends paid by the Corporation.


With respect to other income received by the Corporation, such as interest and foreign dividends,
the Corporation will generally be subject to tax at normal corporate rates subject to permitted
deductions for expenses of the Corporation and applicable credits for any foreign taxes paid.


Although the Corporation represents a number of separate funds, it must compute its income and
net capital gains for tax purposes as a single entity. All of the Corporation’s revenues, deductible
expenses, capital gains and capital losses in connection with all of its investment portfolios, and
other items relevant to its tax position (including the tax attributes of all of its assets), will be
taken into account in determining the income or loss of the Corporation and applicable taxes
payable by the Corporation as a whole.  For example, expenses, tax deductions and losses arising
from the Corporation’s investments and activities in respect of one class or series of shares may
be deducted or offset against income or gains arising from the Corporation’s investments and
activities in respect of other classes or series of shares. The Corporation may pay capital gains
dividends to shareholders of any class of the Corporation so that it will not pay tax on capital
gains realized by it in any investment portfolio.  As a result of being required to calculate its
income as a single entity, the overall result for a shareholder of a class of the Corporation will
differ from what would be the case if the shareholder had invested in a mutual fund trust, which
made the same investments as the fund.
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Additional tax considerations relevant to the RBC Advisor Corporate Funds are set out below in
the section entitled All funds.


The Corporation is required to compute its income and gains for tax purposes in Canadian
dollars and may therefore realize foreign exchange gains or losses with respect to their foreign
investments that will be taken into account in computing their income for tax purposes.


A fund that invests in derivatives as a substitute for direct investment will include gains and
deduct losses in connection with such derivative activities on income account rather than as
capital gains and capital losses.


Foreign investment entities


Proposed new tax rules have been announced that deal with investments in certain foreign
investment entities. If these new tax rules are passed as proposed, they may require a fund that
invests in securities of such foreign investment entities to include in the fund’s income either the
fund’s share of the foreign investment entity’s income for the year whether or not the fund has
received such income, or any gains or losses accrued for the year on the fund’s securities in the
entity on a mark-to-market basis whether or not such gains or losses have been realized by the
fund.  It is currently proposed that the new tax rules apply for taxation year beginning after 2002.


Taxation of shareholders


Taxable shareholders of RBC Advisor Corporate Funds


Where shares are not held through a registered account, the shareholder of a class of shares of the
Corporation will be required to include in his or her income the Canadian dollar amount of any
dividends paid on shares of the fund, other than capital gains dividends, whether received in cash
or reinvested in additional shares.  The dividend gross-up and tax credit treatment normally
applicable to taxable dividends paid by a taxable Canadian corporation will apply to such
dividends.


Capital gains dividends will be paid to the shareholders of the funds, at the discretion of the
board of directors with respect to the timing, the amount and the class of shareholders to whom
the dividends will be paid, out of the capital gains realized by the Corporation, including capital
gains realized on the disposition of portfolio assets occurring as a result of shareholders of a class
switching their shares into shares of another class. The amount of a capital gains dividend will be
treated as a capital gain in the hands of the shareholder and will be subject to the general rules
relating to the taxation of capital gains which are described below.
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The switch by a shareholder of shares of one class of the Corporation into shares of another class
or the reclassification of shares of a series into shares of a different series of the same class, will
be deemed not to be a disposition of the switched or reclassified shares, for purposes of the Tax
Act. As a result, such a shareholder will not realize a capital gain or capital loss on this type of a
switch or reclassification. The shareholder’s cost of the shares acquired on such a switch or
reclassification will be the adjusted cost base to the shareholder of the switched or reclassified
shares immediately before the switch or reclassification. This cost will be required to be
averaged with the adjusted cost base of any other shares of the same series owned by the
shareholder in determining the shareholder’s adjusted cost base per share.


Additional tax considerations applicable to taxable shareholders of the Corporation are set out
below in the section entitled All taxable securityholders.


When securityholders acquire securities in a fund, the net asset value of the securities and
therefore a portion of the price paid may reflect income and realized capital gains of the fund that
have not been distributed, and accrued capital gains that have not been realized by the fund.  This
may particularly be the case near year-end before the final year-end distributions have been
made.  When and if such income and realized capital gains are distributed by the fund, and when
and if such accrued capital gains are realized and distributed, such income and gains must be
taken into account by the securityholders in computing their income for tax purposes, even
though such amounts were reflected in the price paid by the securityholders.  If the amount of
such distributions are reinvested in additional securities of the fund, the amounts will be added to
the securityholders’ adjusted cost base of their securities.


Upon the actual or deemed disposition of a security of a fund, including the redemption of a
security by a fund to pay fees and including a switch of securities of a fund into another fund
(other than a switch of shares of one class of the Corporation to another), a capital gain (or a
capital loss) will generally be realized to the extent that the proceeds of disposition of the
securities exceed (or are exceeded by) the aggregate of the adjusted cost base to the holder of
such securities and the costs of disposition. One-half of a capital gain realized on the disposition
will be included in income as a taxable capital gain.  One-half of any capital loss realized (an
“allowable capital loss”) may be deducted against any taxable capital gains, subject to and in
accordance with the detailed rules of the Tax Act. Shareholders should consult their own
advisors with respect to provisions of the Tax Act which reduce any such losses by the amount
of certain dividends received on shares of the Corporation.


Individuals are subject to an alternative minimum tax which may apply in respect of amounts
treated as dividends and capital gains.


Holders of Series F securities should consult with their tax advisors regarding whether fees
payable by them may be deductible or may be added to the cost of their securities for tax
purposes.


Registered plans


In general, the amount of a distribution or dividend paid or payable to a registered plan (such as
an RRSP, RRIF, DPSP or RESP) from a fund and gains realized by a registered plan on a
disposition of securities of a fund will not be taxable under the Tax Act.  However, amounts
withdrawn from a registered plan (other than a return of contributions from an RESP) may be
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subject to tax.  The amount of distributions or dividends reinvested in additional securities will
increase the registered plan’s tax cost of securities of the fund for purposes of calculating the
registered plan’s percentage of foreign content. Registered planholders are responsible for
keeping a record of their investment, including for purposes of calculating their permitted foreign
content under the Tax Act.  The foreign content rules do not apply to RESPs.


Upon a switch of securities of one fund into another fund (other than a switch of shares of one
class of the Corporation for shares of another class), a registered plan will be considered to have
sold the switched securities for cash, even though the registered plan has reinvested in securities
of the other fund. The registered plan’s tax cost of the newly acquired securities of the other fund
will be the value at that time of the amount reinvested for purposes of calculating the registered
plan’s percentage of foreign content.  A switch of shares of one class of the Corporation to shares
of another class or a reclassification of securities of a series into securities of another series of
the same fund, will not be considered to be a disposition for purposes of the Tax Act, and
therefore, the tax cost of the newly acquired or reclassified securities will be the same amount as
the tax cost of the switched securities or the former series of securities for purposes of the
foreign property calculation of the registered plan.


Eligibility for registered plans


The securities of the fund are qualified investments for registered plans.


Shares of the RBC Advisor Corporate Funds are foreign property.  In general, registered plans,
registered pension plans and certain other investors will be liable to pay tax under Part XI of the
Tax Act if, at the end of any month, the cost to the plan of its foreign property exceeds 30 per
cent of the cost to it of all of its property.  RESPs are not subject to the rules relating to foreign
property.


For funds held outside a registered plan


Buying securities before a distribution/dividend payment


The net asset value of the securities may include income and/or capital gains that have been
earned but not yet distributed.  If you buy securities of a fund just before it makes a
distribution/declares a dividend, you will be taxed on that distribution/dividend payment even
though it may have been reflected in the price you paid for your securities.  Any amount
reinvested in additional securities of the fund will be added to the adjusted cost base of your
securities.


Distributions/dividends


Mutual fund corporation


• If you hold shares in a fund that is a class of shares of the corporation, you may receive
ordinary dividends which will be treated as taxable dividends paid by a Canadian company.
The amount of such dividends will be included in computing your income whether or not
they are reinvested in additional shares.  The dividend gross-up and tax credit treatment
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normally applicable to taxable dividends paid by Canadian companies will apply to such
dividends.


• You may also receive a capital gains dividend.  The corporation may realize capital gains on
the disposition of portfolio assets including as a result of shareholders of a class switching
their shares into shares of another class.  Capital gains dividends will be paid out of such
capital gains so that shareholders and not the corporation will pay the capital gains tax.  The
directors of the corporation will decide when, how much, and to which class of shareholders
capital gains dividends will be paid.  If you receive a capital gains dividend, you will be
treated as if you had realized a capital gain in the amount of the dividend, whether or not the
amount is reinvested in additional shares of the fund.  One-half of your net capital gains for
the year will be included in your income.


• You will be informed each year of the amount of ordinary dividends and capital gains
dividends that have been paid out to you.


Calculating your capital gains or losses when you redeem your securities


You are responsible for tracking and reporting to the CCRA any capital gain or loss that you
realize.  Your capital gain or loss for tax purposes on a redemption or switch of securities (other
than a switch between classes of the corporation) is the difference between the amount you
receive for the redemption or switch (less any costs of a disposition such as fees) and the
adjusted cost base of those securities.  One-half of a capital gain or a capital loss is taken into
account in determining taxable capital gains and allowable capital losses.  The amount of a
taxable capital gain is included in your income.  Allowable capital losses are only deductible
against taxable capital gains in accordance with detailed tax rules.  You may also realize capital
gains or losses on securities redeemed to pay any fees in connection with switches or short-term
trading fees.


If you have bought securities at various times, you will likely have paid various prices. This
includes securities you received through reinvested distributions, switches or reclassifications.
Your adjusted cost base of a security of a series is the weighted average cost of all the securities
you hold in that series of the fund.  Here is an example of how to calculate the adjusted cost base
of your securities of a series of a fund:


• Suppose you own 1,000 securities of a series of a fund for which you paid $10 each.  That is
$10,000.


• Now suppose you bought another 100 securities of the same series of the same fund at $12
each.  That is $1,200.


• You have spent $11,200 for 1,100 securities of the fund.


• Your new adjusted cost base is $11,200 divided by 1,100 securities or $10.18 per security.


Other considerations when calculating adjusted cost base:


• In the case of shares of the corporation, add the adjusted cost base of any shares of another
class that have been switched into shares of the series for which you are calculating your
adjusted cost base.


• You also add back any sales charges paid.
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A change of securities from one series to another series of the same fund is not considered to be
a disposition of the former securities, so no capital gain or loss will arise on the change.  While
your adjusted cost base per security may change, the total adjusted cost base of your securities
will not.


If you switch your investment from shares of one class of the corporation to shares of another
class of the corporation, you will not be considered to have sold or redeemed your shares, and
the total adjusted cost base of your new shares will be the same as the total adjusted cost base of
the shares that were switched.  However, a switch in any other case (e.g. from shares of one class
of the corporation to units of a mutual fund trust, or from units of one mutual fund trust to units
of another mutual fund trust or to shares of the corporation) will be treated as a disposition of the
switched securities and an acquisition of the new securities.  Therefore, on such a switch, you
may realize a capital gain or loss and the adjusted cost base of your investment may change.


If you sell a fund for a capital loss, the CCRA will not allow the loss, if you, your spouse or
another person affiliated with you (including a corporation that you own) has bought units of the
fund which will be considered to be “substituted property” within 30 days before or after the date
you sell your units.  In these circumstances, the loss may be deemed to be a “superficial loss”
and is non-deductible.  In these cases, the amount of the “superficial loss” is added to the
adjusted cost base of the substituted property.


Portfolio turnover rate


The higher the portfolio turnover rate in a year, the greater the chance that a securityholder may
receive a distribution that must be included in income for the year.  If reinvested, this amount
will be added to the cost of the securityholder’s securities for tax purposes.  There is not
necessarily a relationship between a high turnover rate and the performance of a mutual fund.


REMUNERATION OF DIRECTORS, OFFICERS AND TRUSTEE


Each member of the Board of Governors will be entitled to receive an annual fee of $15,000 and
a fee of $1,500 for each meeting of the Board of Governors attended by the member.  A portion
of these fees will be paid by the RBC Advisor Funds.  Each member of the Board will also be
reimbursed for expenses incurred in connection with performing duties as a member of the Board
of Governors. Each member of the Audit Committee of the Board of Governors also receives a
fee of $1,500 for each meeting of the Audit Committee that he or she attends.  A portion of these
fees will be paid by the RBC Advisor Funds.  For a description of the role of the Board of
Governors, please see Corporate governance of the funds on page 32.


Each member of the Board of Directors of RBC Advisor Global Fund Inc., except members
related to RBC Financial Group, will be entitled to receive an annual fee of $3,000 and a fee of
$500 for each meeting of the Board of Directors attended by the director.  These fees will be paid
by RBC Advisor Global Fund Inc.


MATERIAL CONTRACTS


The material contracts of the fund are listed below:
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Ø the Management Agreements;


Ø the Primary Investment Advisor Agreements; and


Ø the master custodial agreement.


Each of the foregoing are described under the heading Responsibility for operations of the funds.


Copies of the material contracts listed above may be examined by prospective or existing
securityholders at the principal office of the funds during ordinary business hours.


WHAT ARE YOUR LEGAL RIGHTS?


Securities legislation in some provinces gives you the right to withdraw from an agreement to
buy mutual funds within two business days of receiving the simplified prospectus, or to cancel
your purchase within 48 hours of receiving confirmation of your order.


Securities legislation in some provinces and territories also allows you to cancel an agreement to
buy mutual fund securities and get your money back if you do not receive our simplified
prospectus, or to make a claim for damages if the simplified prospectus, annual information form
or financial statements misrepresent any facts about the fund.  These rights must usually be
exercised within certain time limits.


For more information, refer to the securities legislation of your province or territory or consult
your lawyer.
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CERTIFICATE (MARK – HELP!!!!)


This annual information form, the financial statements and the auditors’ report thereon of RBC
Advisor Global Titans Class, dated December 31, 2001 together with the simplified prospectus
required to be sent or delivered to a purchaser during the currency of this annual information
form, constitute full, true and plain disclosure of all material facts relating to the securities
offered by the simplified prospectus and do not contain any misrepresentation.


Dated:  October 11, 2002


CERTIFICATE OF RBC ADVISOR GLOBAL FUND INC.


By: “M. George Lewis” By: “Frank Lippa”


M. George Lewis
Chief Executive Officer


Frank Lippa
Chief Financial Officer


On behalf of the Board of Directors of
RBC Advisor Global Fund Inc.


By: “Brenda J. Vince” By: “Michael Thorley”


Brenda J. Vince
Director


Michael Thorley
Director


CERTIFICATE OF RBC FUNDS INC.


By: “M. George Lewis” By: “Frank Lippa”


M. George Lewis
Chairman and Chief Executive Officer
RBC Funds Inc.
on behalf of The Royal Trust Company,
trustee of each of the RBC Advisor
Mutual Fund Trusts, and as Manager and
Promoter of the funds


Frank Lippa
Chief Financial Officer
RBC Funds Inc.
on behalf of The Royal Trust Company,
trustee of each of the RBC Advisor Mutual
Fund Trusts, and as Manager and Promoter
of the funds
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On behalf of the Board of Directors
of RBC Funds Inc.,


on behalf of The Royal Trust Company,
trustee of each of the RBC Advisor Mutual Fund Trusts, and as Manager and Promoter of the


funds


By: “Brenda J. Vince” By: “Peggy Dowdall-Logie”


Brenda J. Vince
Director


Peggy Dowdall-Logie
Director












 


 


 
May 10, 2003 
 
 
 
 
 
Ms. Rebecca Cowdery  
Manager of Investment Fund Regulatory Reform  
20 Queen St. W. Box. 55 
Toronto, ON  
M5H 3S8 
 
I am writing this letter in response to the request by Ms. Nancy Stow (Vice President, 
Development, Investor e.ducation Fund) to comment on Consultation Paper 81-403 
entitled: Rethinking Point of Sale Disclosure for Segregated Funds and Mutual Funds. 
 
In terms of background, I am an Associate Professor of Finance at the Schulich School of 
Business at York University, as well as the Executive Director of The Individual Finance 
and Insurance Decisions (IFID) Centre at the Fields Institute in Toronto. My research 
interests and expertise currently reside in the field of personal financial wealth 
management and insurance.  
 
Please note that the views expressed in this letter represent my personal opinions and do 
not reflect the position of The IFID Centre or the Schulich School of Business. 
 
Overall, I support the proposal to replace the existing point of sale disclosure documents 
with minimal fund summary documents and broader foundation documents. My personal 
experience with individual investors, fund distributors and general financial services 
professionals confirm the anecdotal suspicion that the large majority of consumers do not 
read nor appreciate the information contained in the current folder and prospectus.  
 
In response to some of the specific questions listed in the consultation paper, I offer the 
following comments. I have marked the questions I am addressing at the beginning of 
each paragraph.  
 
(Q01, pg.12) Do you disagree with our description of the disconnect between theory and 
practice in this part of the consultation paper?  Are there any differences between 
segregated funds and mutual funds that we should keep in mind as we work to improve 
their respective disclosure regimes? 
 
I believe that Segregated Funds (IVICs) and Mutual Funds are fundamentally the same 
financial and economic instrument. They both provide the consumer with a (hopefully) 
low-cost access to a diversified pool of equities and fixed income instruments that are 







 


 


allocated and controlled by professional money managers. As such, their regulation, 
disclosure requirements and tax-treatment should be identical. If these instruments are 
treated differently in the eyes of regulators, they open the field up to regulatory arbitrage 
if and when segregated funds (or mutual funds) are perceived as easier to sell. While I am 
fully cognizant of the insurance-like maturity guarantee provided by segregated funds, 
their raison d’etre is identical to that of the mutual fund. Indeed, the life-insurance risk 
that is embedded within segregated funds (i.e. the reserves that must be held against the 
mortality risk) is minimal when compared against a term-life or whole-life insurance 
policy. At most, one can view the segregated fund as a mutual fund with an additional 
thin veneer of term-life insurance. The maturity guarantee concept is not unique to the 
segregated fund market. For example, in November 1998 the CIBC launched a Protected 
Mutual Fund that promised to return at least the originally invested principal at the end of 
5 years. With November 2003 just around the corner, this guarantee might have more 
value than most of the guarantees embedded within segregated funds with a 10-year 
money back guarantee. Yet, the CIBC product was legally considered a Mutual Fund and 
was regulated as such. Other examples of such products also exist. 
 
(Q02, pg. 17) If you are a mutual fund industry participant (either a fund manager or a 
sales representative), please comment on your experience with the rights of rescission 
and withdrawal.  Have you or your clients ever exercised them?  Do they work in 
practice to give consumers real (as opposed to theoretical) rights? If you are a consumer, 
please tell us whether you knew you had these rights and whether you have ever used 
them.  
 
While I personally have never exercised the right of rescission and/or withdrawal when I 
purchased a mutual fund – nor have I met anyone who has admitted to doing so – this 
right leaves open the potential for abuse on the part of (sophisticated) consumers who 
recognize the value of the embedded put option. Some ‘back of the envelope’ 
calculations – available upon request – indicate that the rational exercise of this rolling 
put option could be worth an additional 30% to 50% of the value of the initial investment. 
Hypothetically speaking, an investor with $100 to invest at the start of the year could 
grow this sum to between $130 to $150 by the end of the year with little risk by selling 
short-term put options against the natural puts guaranteed within the right of rescission, 
(assuming these are rolled-over on a weekly basis). While the practical implementation of 
this strategy would require the cleverness and agility of a hedge fund manager, it is not 
beyond the realm of possibility for individual consumers coached-on by an increasingly 
sophisticated financial press. In sum, I believe the right of rescission is an unnecessary 
and potentially costly way of dealing with the behavioral need for a cool-off period. It 
certainly makes little sense to impose this option cost on mutual funds, but not on 
segregated funds. See my comments below in answer to question 12 for an alternative 
solution. 
 
 







 


 


(Q03, pg. 25)  Our proposals will require operators to post the foundation document and 
the continuous disclosure documents for each fund they manage on their websites.  The 
IVIC used by an insurance company for its segregated funds will also be available 
electronically and in paper (on demand).  Please comment on the pros and cons of this 
approach.  
 
I support the idea of posting foundation documents and continuous disclosure documents 
on their website. If certain consumers are not savvy enough to access this information, 
but are interested in obtaining this information, they can most likely ask their 10-year-old 
child or grandchild to help them download the PDF file from the net. 
 
(Q05, pg. 25)  We propose that mutual fund managers make the various documents 
available on their websites, notwithstanding their availability on SEDAR.  Are SEDAR 
postings, alone, sufficient?  Is the SEDAR system structured appropriately to fulfill this 
function?  Please comment on the usefulness of SEDAR for accessing individual 
disclosure documents about a mutual fund.  
 
I have used the SEDAR system on various occasions and very much appreciate the 
wealth of information available in one central location, however I do not think it is user 
friendly enough in its current format to be a substitute for making the information 
available on the fund company or insurance company website. I suspect the additional 
cost imposed by the apparent duplication would be minimal when one considers the cost 
of uploading and storing an electronic document. 
 
(Q12, pg. 31) Please comment on cooling-off periods in the context of mutual fund and 
segregated fund sales.  If you believe one should be retained (or introduced in the case of 
segregated fund sales) please explain why.  How should a cooling-off period work given 
the changes in the market value of funds?  How can we prevent market players from 
using a cooling-off period to play the markets?  What would be a correct period for 
consumers to re-consider their investment?  
 
Given my fears about the potential abuse of the rights of rescission embedded within the 
current structure of the cooling-off period, as well as the implicit cost born by all 
investors from the optimal usage of this option, I recommend the following proposal. 
Note that mutual funds and segregated funds are marketed and structured as long-term 
investments. They were never designed nor intended to be daily trading instruments. 
Thus a cooling-off period could then, in theory, be implemented by imposing a 72-hour 
delay between the time the mutual fund (and segregated fund) units are initially 
purchased by the consumer, and the time at which the units are considered credited to the 
account. A first-time fund buyer purchasing units on Monday afternoon would then set in 
motion a process that would eventually result in a financial transaction at Thursday 
afternoon’s closing NAV. Each and every consumer would be given the ability to 
override this 72-hour delay  -- by clicking on the appropriate box in the form or on the 
website -- but the default would be for a 72-hour delay. A conscious decision though, 







 


 


would have to be made to override this action. First-time buyers will be especially 
encouraged not to override this delay since they are the ones most likely to experience a 
change of heart. Thus, if within the 3-day period the consumer cools-off and changes 
his/her mind they would be able to reverse the decision at zero cost to existing unit 
holders or the company itself, since the funds would have technically not been invested 
yet. In the meantime, the funds would be credited to the T-Bill or a money market fund 
rate. Naturally, this suggestion goes contrary to the recent move towards instantaneous 
clearing and settlement within the securities industry. I, however, believe it would 
generate the appropriate balance between the need to protect individual consumers – who 
might regret their decision after a good night’s sleep -- and the need to protect consumers 
and unit holders as a group against the real cost of granting these put options. 
 
Finally, while I applaud the OSC for taking the initiative on these important issues, I 
would like to see a greater emphasis placed on educating consumers about the risks in 
mutual and segregated funds at the point of sale. Thus, while the section on page 37 
(which explains the risks of investing), is a good start, I would go further by providing 
more concise and numerical information about the statistical probability that this 
particular fund will lose money within a 1, 5 or 10 year period. In this manner, the 
guarantee element of the segregated fund would be given its due respect and value, while 
at the same time educating the buyer about the risks.  
 
Thank you for the opportunity to comment on these proposals. Please feel free to contact 
me directly with any questions at milevsky@yorku.ca or at my office at The IFID Centre:  
(416) 348-9710 Ext. 3010. 
 
Sincerely, 
 
 
 
 
 
Moshe A. Milevsky, Ph.D. 
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1 May 2003


Mr. Stephen Paglia
Senior Policy Analyst
Joint Forum Project Office
5160 Yonge Street, Box 85, 17th Floor
Toronto ON
M2N 6L9


Dear Mr. Paglia:


Rethinking Point of Sale Disclosure for Segregated Funds and Mutual Funds – Response to
Consultation Paper 81-403 (the Paper)


We are pleased to provide you our comments on the Paper.  You have raised some timely issues.


At list of the member of the IDA’s Working Group that developed the response is attached.
Please note that the response was also reviewed by the IDA’s Insurance Sub-Committee, Retail
Sales Committee and FAS Mutual Fund Dealers Sub-Committee.


We have responded by answering the 13 groups of questions that the Paper raised in the “Issues
for Comment” text boxes.  We trust this is appropriate and of assistance to you.


We would be pleased to discuss our response with you and wish to participate in any further
consultations on point of sale disclosure requirements.  Please do not hesitate to contact me by
email at mmacgougan@ ida.ca or at (416) 943 6991.


Sincerely,


Morag MacGougan
Ontario Regional Director







Rethinking Point of Sale Disclosure for Segregated Funds and Mutual Funds
IDA Working Group


Jerry Beniuk
TD Securities Inc.


Dianne Bill-McNutt
BMO Nesbitt Burns Inc.


Paul Ferrier
Scotia Capital Inc.


Marc Flynn
Canadian Securities Institute


Julie Haddad
TD Waterhouse Investment Advice


Wendy Keruzore
Berkshire Insurance Services


Robert Laflamme
TD Waterhouse Mutual Funds


Lindsey Longson
TD Waterhouse Investment Advice


Mark Lyon
Hampton Securities Limited


Lawrence McCann
First Associates Investments Inc.


Morag MacGougan
Investment Dealers Association


Sonja McCreary
Investment Dealers Association


Keith Rose
Investment Dealers Association







3


DRAFT RESPONSE TO CONSULTATION PAPER 81-403 (THE PAPER)


RETHINKING POINT OF SALE DISCLOSURE
FOR SEGREGATED FUNDS AND MUTUAL FUNDS


1. Do you agree with our description of the disconnect between theory and practice
in this part of the consultation paper?  Are there any differences between
segregated funds and mutual funds that we should keep in mind as we work to
improve their respective disclosure regimes?


We very much agree with the Paper’s description of the disconnect, particularly with
respect to mutual funds.  In fact, our interpretation of it is quite simply that mutual funds
are a security and that there should be parity of disclosure requirements with other
securities.  As such, even the proposed disclosure suggested in the Paper is unnecessary.
We do not support the view that purchasers of mutual funds are necessarily less
sophisticated and need greater protection and greater disclosure.  In fact, the opposite is
true.  As mutual funds are so popular, there is a great deal of information available about
them and there does not need to be special disclosure with respect to the funds.  In fact,
the disclosure proposed in the Paper may prove to be more confusing to investors.


The Paper discusses this issue, at page 19:


The fact that securities legislation was not drafted with mutual funds in mind
gives rise to anomalous results.  The law requires newly issued securities to be
sold with a prospectus.  Previously issued securities that are sold on the secondary
market need not be sold with a prospectus because it is assumed that, by that time,
there is already sufficient information in the public domain.  Mutual funds are
always caught by the prospectus requirements because mutual fund units are
always issued from treasury.  Mutual funds that have existed for many years will
always be sold with a prospectus, even though there may be ample information
about them in the public domain….


Instead of the disclosure regime proposed in the Paper, we suggest the following, with
respect to mutual funds:


• Clients may access general investor education on all securities products (including
mutual funds) in the sources currently available – the Commissions’ websites, the
press, the Investor Learning Centre website, the TSX’s Canadian Foundation for
Investor Education, and IFIC’s and CSI’s education programs, specifically those
aimed at investors.


• We support a general Guide to Securities, similar to the Guide included as
Appendix 1 with the Paper.  However, consistent with our argument that a mutual
fund is a security, the Guide should be expanded to cover all securities and should







4


not be limited to mutual funds and segregated funds.  The Guide should be
developed, updated and made available by the Regulators’ investor education
arms.


• Information on the various mutual funds is currently available through SEDAR.
Investors should be directed to that site both by the Regulators and by registrants,
to secure information regarding mutual funds.


• Mutual fund manufacturers will, no doubt, continue to provide information to
registrants and investors on mutual funds through their websites or in hard copy.


We agree that there are fundamental differences between segregated funds and mutual
funds.  Segregated funds are an insurance contract (and, certainly not a security). As
such, the sale of a segregated fund requires a client signature.  While we would be very
supportive of removing the requirement for signatures in connection with segregated
funds and the closer marriage of the 2 regulatory requirements, we understand that this
may not be within the mandate of this project.  As such, we will not further explore the
issue, but ask the Regulators to consider it as a background issue.


Given that segregated funds will continue to be an insurance product and regulated as
such, there are some issues pertinent to segregated funds that the Regulators may want to
keep in mind while working to improve the disclosure regime.  Many clients do not
understand that there is a distinction between the segregated funds and mutual funds and
may believe they are purchasing a mutual fund when they are actually purchasing a
segregated fund.  As such, it may be appropriate that clients better understand segregated
funds’ distinctive features, such as different management ratios, applicability of
guarantees, beneficiary designation, creditor-proofing, exclusion from the estate for the
purposes of calculating probate fees, etc.  Clarification of the differences between the 2
products could perhaps be provided in the consumer education materials that the
Regulators may develop.  Please see our response to point 10, below.


Finally, the Regulators may want to consider why, with respect to segregated funds,
certain information is provided twice to the client; once in the IVIC and again in the
Information Folder.


2. If you are a mutual fund industry participant (either a fund manager or a sales
representative), please comment on your experience with the rights of rescission
and withdrawal.  Have you or your clients ever exercised them?  Do they work in
practice to give consumers real (as opposed to theoretical) rights?  If you are a
consumer, please tell us whether you knew you had these rights and whether you
have ever used them.


The Working Group represents mutual fund industry participants.  It has been our
experience that clients do not exercise their rights of rescission and withdrawal.  Over the
last 10 years, collectively, the industry has had extremely few incidents in which the
clients wished to withdraw from a mutual fund purchase.
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Further, the Working Group believes that the right should be removed as the right has
more often been attempted to be used by those “playing the market”.  More sophisticated
individuals will buy a fund and, if the NAV decreases, will exercise their right of
rescission.  This is an inappropriate result from what was intended to be a client
protection provision.


The right of rescission is infrequently exercised and, when exercised, is seldom exercised
for legitimate reasons.


3. Our proposals will require operators to post the foundation document and the
continuous disclosure documents for each fund they manage on their web-sites.
The IVIC used by an insurance company for its segregated funds will also be
available electronically and in paper (on demand).  Please comment on the pros
and cons of this approach.


We support the posting of the foundation and continuous disclosure documents on the
operators’ websites.  However, most useful to consumers would be a document that
combines the foundation and continuous disclosure documents.  If posted electronically,
the 2 documents could be continuously updated, in accordance with the current
requirements to file with the Commissions.  New information could then be reflected on
SEDAR.  For your convenience, SEDAR’s website address is:  www.sedar.com


Additionally, as we had mentioned in 1, above, IDA Members would then provide the
website address for the operator on SEDAR to ensure the client could access the most up
to date data.   We understand that for those who cannot access the web, documents must
be available in hard copy, but could be printed with a “Valid as of [insert date]” notation.


The Working Group is not certain why, under the Joint Forum’s proposals, that IVICs for
segregated funds are to be available electronically and in paper on demand, but the
mutual fund foundation document and continuous disclosure documents would be
available only electronically.  Additionally, given the different regulatory structures for
mutual funds and segregated funds, the Working Group anticipates it may not be
appropriate for information regarding segregated funds to be posted on SEDAR.  The
Joint Forum’s direction on this issue, however, would be appreciated.


4. We recommend that consumers have access (either electronically or if they wish,
in paper) to an individual foundation document for the fund of their choice.
Would it be possible or advisable to allow a foundation to describe more than
one fund – for example, all of the funds in a fund family?  Why or why not?
How would such a document work?
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If the combination foundation document/continuous disclosure document were available
on SEDAR and also on the Operators’ websites, that document could effectively describe
more than one fund.


The Working Group suggests that the Joint Forum review the form of disclosure
information provided by Fidelity Investments and Mackenzie Financial on their websites.


5. We propose that mutual fund managers make the various documents available
on their own websites, notwithstanding their availability on SEDAR.  Are
SEDAR postings, alone, sufficient?  Is the SEDAR system structured
appropriately to fulfill this function?  Please comment on the usefulness of
SEDAR for accessing individual disclosure documents about a mutual fund.


The Working Group suggests that it would be more efficient if there were one source of
information.  However, there is some hesitation with respect to limiting that source to
SEDAR as the site is difficult to navigate.  Perhaps SEDAR should offer a link to the
Operators’ websites.


6. Please give us feedback on the practical issues we outline in the text box above.
Please explain how marketing brochures or other sales communications are
distributed and kept-up-to-date today, both at the operator and sales
representative levels.


Should mutual fund information be made available, as discussed in Point 1, above, and,
should mutual funds disclosure requirements be made more uniform with other securities,
the practical issues on page 28 are largely irrelevant.  This is true regardless of how
materials are currently distributed and kept up to date.


7. Please tell us about your business practices now using the existing disclosure
documents.  Do you use them in the sales process?  Do you give them to
consumers before a sale is completed?  If we require you to give a printed fund
summary to consumers before the sale, what impact will this have on your
existing business practices?  What about telling consumers what the fund
summary says rather than always giving them a printed copy?  Can we achieve
our objectives of empowering consumers to make informed investment decisions
without mandating a fund summary?


Again, it is the Working Group’s submission that mutual funds are a security and no
disclosure documents should be required to be provided prior to a sale of mutual funds.
It is impractical and unnecessary to require that certain documents be provided to
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investors prior to the sale.  Mandating that any document (no matter how condensed) or a
verbal summary of a document be provided to investors before the sale will result in the
same impracticalities that the Joint Forum is looking to rectify through the Consultation
Paper.


Empowered investors are making informed investment decisions on any number of other
securities without the requirement that certain documents or a verbal summary of those
documents are provided prior to sale.


Again, the Working Group understands that given the different regulatory structures for
mutual funds and segregated funds, such a proposal may not be appropriate for
segregated funds.


8. Please give us your views on the proposed content of the fund summary
document.


The Working Group is satisfied with the proposed content of the fund summary.


9. What are the pros and cons of a fund summary document that includes
information on more than one fund?  Why is a consolidated document desirable,
having regard to the potential for consolidated documents becoming unwieldy?


If published on SEDAR and/or the Operators’ websites, a fund summary containing
information on more than one fund is desirable and would be less unwieldy.  The
Working Group has not yet settled on how (even electronically) details regarding fees,
switches, etc., could best be conveyed to investors.


10. Please provide us with feedback on the practical questions we note in the text
above.


The Guide should be developed and updated by the Regulators’ investor education arms.
The Regulators currently develop such material (the OSC’s Investor e-ducation Fund
website) that does not require industry endorsement.  Likewise, the industry need not
endorse the Guide, but may be consulted to review it, should the Regulators feel this
would be appropriate.


The Guide is just that – a guide.  There should be no requirement to offer it to investors
and there should be no consequences should the member firm not do so.
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11. Please comment on the content of the draft consumers’ guide in Appendix 1.


The Working Group submits that the draft Consumers Guide may provide too much
detail for some investors and not enough for others.  Additionally, perhaps one Guide,
discussing investing generally or two separate Guides, one that discusses securities,
including mutual funds and another that discusses insurance products, including
segregated funds, would be better digested.  As had been mentioned in Point 1, above, the
fundamental differences between mutual funds and segregated funds should be clarified
in the Guides.


The Guide should either be product specific or discuss investing, generally.


12. Please comment on cooling-off periods in the context of mutual fund and
segregated fund sales.  If you believe one should be retained (or introduced in
the case of segregated fund sales) please explain why.  How should a cooling-off
period work given the changes in the market value of funds?  How can we
prevent market players from using a cooling-off period to play the markets?
What would be a correct period for consumers to re-consider their investment?


Further to our comments in 1, above, that mutual funds are simply a security, there
should be no cooling-off period in connection with the purchase of mutual funds.
Sufficient other safeguards are in place should a product be determined to be unsuitable
for an investor.  Additionally, if the fund information is available on SEDAR, clients
have the opportunity to fully research the product, in advance of speaking to their
Member firm.


A cooling off period should not be introduced for segregated funds.


13. Although we will be preparing a formal cost-benefit analysis, we are interested
in your views on the costs versus the benefits of our proposals.  Please comment
and explain your analysis.


A very informal survey shows that, on average, Member firms spend approximately
$300,000 to $700,000 a year depending on the size of the firm associated with the
distribution of the mutual funds/seg funds for new fund purchases.
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File Number:     77777-7777


Web site:  www.langmichener.com


Direct Line:  (604) 691-7432
Direct Fax Line: (604) 893-2384
E-Mail:  kbrocklehurst@lmls.com


BY E-MAIL


March 25, 2003


Joint Forum of Financial Market Regulators
Joint Forum Project Office
5160 Yonge Street
Box 85, 17th Floor
North York, Ontario
M2N 6L9


Attention:        Stephen Paglia, Senior Policy Analyst


Dear Stephen:


Joint Forum of Financial Market Regulators (the “Joint Forum”) Consultation
Paper 81-403 Rethinking Point of Sale Disclosure for Segregated Funds and Mutual
Funds (the “Consultation Paper”)


We write with respect to the Consultation Paper as published on February 13, 2003.  We
were pleased to review the Consultation Paper and recognize it as an important step
towards the harmonization of the regulation of segregated funds and mutual funds in
Canada.  Please take this letter as our comments offered, together with those of our
clients, First Horizon Capital Corporation, manager of Horizons Mondiale Hedge Fund
and Horizons Tactical Hedge Fund and of Mondiale Asset Management Ltd., portfolio
adviser to Horizons Mondiale Hedge Fund.


Rather than offering comments with respect to certain specific issues raised in the
Consultation Paper, this letter instead offers a general comment as to the relationship
between the proposals in the Consultation Paper and commodity pools.   We anticipate
filing a further comment letter that addresses the specific issues raised.
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Background:  Commodity Pools


Commodity Pools are publicly offered mutual funds that use “alternative” investment
strategies involving derivatives and commodities.  The term "commodity pool" is
somewhat of a misnomer, in that such funds need not, and typically do not, invest
directly or indirectly in physical commodities.   Currently, in addition to being governed
by provincial securities legislation, commodity pools are subject to the requirements of
National Instrument 81-102 (“NI 81-102”), National Instrument 81-105 (“NI 81-105”)
and National Instrument 81-104 (“NI 81-104”).  NI 81-104 came into effect in late 2002
and represented a significant step towards harmonizing the regulatory treatment of
commodity pools across Canada.


With respect to continuous disclosure, commodity pools are not subject to National
Instrument 81-101, which utilizes a simplified prospectus and annual information form
approach to such disclosure.  Rather, commodity pools are required to file and deliver a
long form prospectus.  In addition, pursuant to NI 81-104, commodity pools file and
deliver interim financial statements on a quarterly, rather than a semi-annual basis.
Commodity pools are contemplated to be subject to the continuous disclosure
requirements in Proposed National Instrument 81-106 Investment Fund Continuous
Disclosure.


Currently, then, commodity pools are required to deliver at the point of sale a long form
prospectus.  The practical result is that consumers are even less likely to use a
commodity pool prospectus to help them make their purchase decisions than to use the
simplified prospectus applicable to “regular” mutual funds.  Sales representatives dislike
such long form prospectuses, as they are too unwieldy and complicated to be an effective
sales tool.


Comment


We note that the Consultation Paper, with respect to foundation documents, continuous
disclosure, fund summary documents and a consumers guide, does not contemplate
extending these revised concepts to commodity pools, although the ease of such
extension is recognized in the commentary.


We suggest that the extension of the continuous disclosure regime discussed in the
Consultation Paper to commodity pools is something the Joint Forum should explore and
pursue.  Underlying this suggestion are the following thoughts:


•  Commodity pools represent a fast growing area of investment for Canadian
consumers.  Commodity pools often pursue capital preservation or market neutral
strategies that have become increasingly attractive as the market continues to ravage
traditional equity-focused mutual funds, which have suffered significant net redemptions
in recent years.  For example, Horizons Mondiale Hedge Fund, a commodity pool,
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currently has $130  million under management as at February 28, 2003, up from $1.7
million at December 31, 1997.


•  The number of commodity pools available to Canadian consumers in recent
years continues to expand.   In addition, segregated funds are also beginning to exploit
commodity pool type strategies.  For example, we note the recent announcement of
National Life’s new fund of fund product National Life Alternative Investment Strategies
Fund, which is a hedge fund product managed by Norshield Financial Group.


•  The use of derivatives and leverage strategies by commodity pools involves
concepts and structures that are, we suggest, more difficult for the average consumer to
comprehend than, for example, the value investing strategy used by many equity mutual
funds.  Given this, the average consumer is currently doubly disadvantaged when making
a decision with respect to investing in a commodity pool, in that a long form prospectus,
with its voluminous and detailed disclosure is less effective, we suggest, than a
simplified prospectus.  Put another way, the current disconnect between theory and
practice with respect to disclosure is even greater with respect to commodity pools than
with respect to regular mutual funds.


•  As commodity pools are becoming “mainstream” consumers should be
afforded the opportunity to compare the benefits of investing in a commodity pool as a
“regular” mutual fund.  It is important, then, that disclosure documents across the
investment fund spectrum facilitate such comparisons.


Upon the above, we suggest that complete, accurate and understandable disclosure with
respect to commodity pools would be better furthered if commodity pools were included
in any concrete proposals that arise out of the Consultation Paper.


In addition, we also would like to take this opportunity to comment that we recognize the
value in extending the concepts discussed in the Consultation Paper to other publicly
offered investment funds, such as exchange-traded funds, labour sponsored funds and
other products.


Both we, First Horizon Capital Corporation and Mondiale Asset Management would be
pleased to respond to any questions which you may have and look forward to further
developments arising out of the Consultation Paper.
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Thanks again for the opportunity to comment.


Yours truly,


“Kevin Brocklehurst”


Kevin G. Brocklehurst
for LANG MICHENER


“Brian Mizzi”


Brian Mizzi
for FIRST HORIZON CAPITAL CORPORATION


“Neil Beattie”


Neil Beattie
for MONDIALE ASSET MANAGEMENT LTD.


KGB/cxm
Encls.
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Web site:  www.langmichener.com


Direct Line: (604) 691-7458
Direct Fax Line: (604) 893-2374
E-Mail: colsen@lmls.com VIA E-MAIL


ORIGINAL WILL BE MAILED


May 7, 2003


Stephen Paglia, Senior Policy Analyst
Joint Forum Project Office
5160 Yonge Street
P.O. Box 85, 17th Floor
North York, Ontario
M2N 6L9


Dear Sir:


Joint Forum Financial Market Regulators Consultation Paper 81-403


Thank you very much for accepting our comment letter and please accept apologies for
the late filing.  This letter is in response to your request for comments on the above-noted
consultation paper.  Our comments are numbered to correspond to your issues for
comment set out in the paper.


Issue 03. Availability of Documents


We support the proposal that operators be required to make foundation and continuous
disclosure documents available both on a website and in paper form.  It should be
mandatory that operators make the electronic version of their documents available in
"PDF" format to ensure that consumers will be able to review the electronic documents.


The difficulty with electronic documents is that they may not print in exactly the same
format as the paper version of the same documents.  From time to time there may be
difficulties in the printing of graphs or charts on the electronic version.  The risk to the
consumer is that the document obtained from a website may not accurately reproduce the
information filed by the operator.  This risk should be dealt with in the Rules and, where
the operator has taken all reasonable steps to ensure that a printer-friendly version of the
document has been made available on its website, we believe the operator should not be
liable or responsible for any misrepresentation a consumer may receive because of
printing difficulties with the consumer's computer.  Perhaps there should be a
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requirement that a notice be posted on the website that if a consumer has any difficulties
printing the electronic version of the document, the consumer should contact the operator
for a paper version to ensure accuracy.


Issue 04. Multiple-Fund Documents


National Instrument 81-101 (Mutual Fund Prospectus Disclosure) currently permits the
consolidation of the information for several investment funds into one simplified
prospectus and annual information form if certain required disclosure is substantially
similar for each of the investment funds.  This information includes items such as general
investment risks, organization and management details, the procedures for purchases and
redemptions, dealer compensation and income tax considerations.


We believe that multi-fund disclosure in the foundation documents should be permitted
so long as the disclosure does not become too complex or confusing.  Since it appears
that the foundation documents will not be subject to a review process, the risk will be
that multi-fund documents will become voluminous and complex.


One alternative would be to require that the multi-fund documents consolidate
information with respect to the same type of fund (for example, one document relating to
all equity funds, or to all money market funds, all balanced funds and so on) or
consolidate information with respect to funds that share the same general risk profilel
(for example, one document relating to all conservative or to all aggressive funds).


A multi-fund disclosure document enables consumers to compare specific fund
documents within a particular family and may reduce the time and cost for preparation of
the document.


However, the potential cost savings for the operator are lost where the multi-fund
document is so complex that the authors must spend additional time reviewing and
comparing the generic information against the specific details for a wide variety of funds.


Accordingly, operators should be encouraged to keep the principle of "clear, concise and
accurate information" paramount in any multi-fund disclosure document.


Issue 05. SEDAR Documents


In our view, SEDAR postings alone are not sufficient to make mutual fund documents
easily accessible for consumers.  The SEDAR system is structured from the point of
view of the filer, rather than the consumer.  Operators and their counsel who have
experience in submitting continuous disclosure and other documents to SEDAR can
access various documents without much trouble.  However, the "Other" category of
filing on the SEDAR site is not helpful and requires the user to open each of the
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documents marked "Other" in order to determine whether it may contain the documents
for which they are searching.


A consumer, who is not familiar with the SEDAR structure, will have difficulty
accessing individual disclosure documents about the mutual fund.  It is not necessarily an
intuitive system.  In addition, it is not possible to search the fund's disclosure documents
once you have accessed the fund itself on SEDAR.


Issue 06. Fund Summary Documents - Practical Issues


a. If the onus is placed upon the sales representative to ensure a consumer is
provided with either a fund summary document or the information contained
in the fund summary document, an operator can be fairly confident that sales
representatives will request copies of the fund summaries.


Operators should be encouraged to make fund summary documents available
on their websites in a form that sales representatives can easily download.


b. The fund summary document should contain a currency date and should be
filed on SEDAR.  The sales representatives could verify that the document
downloaded from the website matches the currency date on the document
filed with SEDAR.  To avoid difficulties with the disclosure, operators should
update the fund summary by filing a restated document on SEDAR, with a
revised currency date.  The fund summary document could contain language
specifying that the current version replaces and supersedes all versions issued
by the operator prior to the currency date.


c. A sales representative should make sure that a copy of the summary
document is provided to a consumer, either by mail, fax or email, even where
the representative discusses the information in the fund summary document
on the telephone with the consumer.  If the consumer does not wish to receive
the fund summary documents, there should be a mechanism for the consumer
to acknowledge that, in writing, for the sales representative.


d. We assume mutual funds will update the summary document periodically at
the same time as financial information is prepared and filed.  If that is the
case, consumers who invest on a periodic basis will have up-to-date
information available to them through the continuous disclosure system, and
in that event, would not need to receive, direct from the fund, a summary
document for each periodic purchase.


e. If the proposal is to implement a principles-based system, it would be useful
to enforce the requirements by occasional review of filed documents.  In our
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view, it would be appropriate to issue a receipt for the fund summary
documents since, at a minimum, it will serve as proof of filing.


Issue 08. Fund Summary Document - Proposed Content


Our initial reaction to the fund summary document is that the goal of restricting the
document to one or two pages is very optimistic, give the requirements for inclusion of
fund performance information and risk disclosure.


In addition to the items proposed to be included in the summary document, we suggest a
summary of tax consequences relating to holding the units inside or outside an RRSP,
switching funds, and redemptions.


With respect to risk disclosure, the consumers guide should be expanded to discuss the
risks common to all mutual funds or segregated funds (for example, the risk of
suspension of redemptions, liquidity risk, risks associated with large unitholders
influencing a mutual fund and perhaps the foreign exchange risk associated with
investments in foreign securities).  The summary document could then set out the risks
specific to the particular fund and refer the reader to the consumer guide and the
foundation document for a discussion of general risks.


Issue 09. Consolidated Fund Summary Document


A consolidated fund summary document would be valuable to consumers for
comparative purposes if it compares similar investments (for example, money market
funds or equity funds).


In many instances, one of the advantages of a consolidated disclosure document is cost
savings, but where the consolidated document attempts to provide information for too
broad a base, it is actually more costly to prepare and also contains more margin
for error.


If the fund summary document is really intended to be two pages in length, there would
not appear to be any need to consolidate information, since it would presumably be fairly
easy to prepare the summary for each fund.


Issue 10. Consumers Guide


a. It may be advisable to form a committee, composed of representatives from
the Joint Forum, to keep track of amendments or developments that would
require the Consumers Guide to be updated.
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b. The Consumers Guide should be posted on the securities commissions' and
insurance regulators' websites, with a currency date to ensure that consumers
could obtain the most recent document.


c. There should not need to be any decision about whether to offer the document
to a consumer.  If it is in an easy format, the sales representative who places
the order should deliver the Consumers Guide to every investor unless the
investor waives the delivery in writing.  In this way, one can reduce the risk
that a consumer who should receive the information does not receive it.


Issue 11. Consumer Guide Content


We note that the Guide is prepared with reference to the current disclosure rules for
mutual funds and segregated funds.  Accordingly, if the proposals in the Consultation
Paper are implemented, the Guide will need substantial revision to deal with the changes
in disclosure documents.


Risks should be expanded to include a discussion of the risks common to most mutual
funds or segregated funds (as stated above under Issue 8).


Issue 12. Cooling-Off Period


If the information necessary for an investor to make an informed decision is provided to
the investor 48 hours before the sale occurs, no cooling-off period should be necessary.
The difficulty will arise at the end of a given RSP season, where consumers are
purchasing RSPs or mutual funds at the last minute in order to qualify for the relevant
tax deduction.


Yours very truly,


Charlotte A. Olsen
for LANG MICHENER


CAO/mly
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the members of the CSA and the CCIR from the small company
perspective.   







Page 2 of 6


Issues for comment


01. Do you agree with our description of the disconnect between theory and practice in this part
of the consultation paper?  Are there any differences between segregated funds and mutual
funds that we should keep in mind as we work to improve their respective disclosure regimes?


Lutheran Life agrees that there is a disconnect between the goal of providing our customers
sufficient information to make them well-informed consumers and the reality of providing them a
daunting document or set of documents just before a purchase decision.  Further we agree that
the stale-dated nature of the documents frustrate the client and the agent.  It is also worry-some
that at times, both consumers and agents regard third-party summaries with a higher level of trust
because of their short summaries and timely performance data.  This is particularly troubling
given that these same sources tend not to describe the unique product features of segregated
funds.


Although Mutual Funds and Segregated Funds are sold through similar channels and are both
variable investment products there are also significant differences in product design and
distribution that must be considered.  Segregated Funds are insurance contracts offered by
insurance organizations that offer benefits beyond market participation.  Maturity guarantees and
Guaranteed Investment Accounts are typically included.  Additionally, with Segregated Funds the
Insurance organizations are liable for all features and distribution.


02. If you are a mutual fund industry participant (either a fund manager or a sales representative),
please comment on your experiences with the rights of rescission and withdrawal.  Have you or
your clients ever exercised them?  Do they work in practice to give consumers real (as opposed
to theoretical) rights?  If you are a consumer, please tell us whether you knew you had these
rights and whether you have ever used them.


Not applicable.


03. Our proposals will require operators to post the foundation document and the continuous
disclosure documents for each fund they manage on their web-sites.  The IVIC used by an
insurance company for its segregated funds will also be available electronically and in paper (on
demand).  Please comment on the pros and cons of this approach.


Posting foundation document(s), continuous disclosure documents and the IVIC used by an
insurance company on its web-site would reduce costs and improve the timeliness of the
materials.  It would reduce the expense of destroying stale-dated materials and would minimize
the use of stale-dated materials at the point of sale.


The term “on demand” used in the question is inappropriate.  This implies more than what is
specified in the proposal.  Using phrasing similar to “timely delivery” may be more appropriate.
There should be no implication that the timing of the delivery of a paper copy would leave open
the possibility that there is a right of rescission after issuance of the policy.


04. We recommend that consumers have access (either electronically or if they wish, in paper) to
an individual foundation document for the fund of their choice.  Would it be possible or advisable
to allow a foundation document to describe more than one fund—for example, all of the funds in a
fund family?  Why or why not?  How would such a document work?


Lutheran Life currently offers 26 funds under management.  Many of the items that are proposed
for inclusion in the Foundation Document would be duplicated if a separate document was
required for each fund.  This would not only result in unnecessary redundancy but also a potential
for error in its upkeep.  We would advise that a multi-fund document be permitted with a section
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relating to common or generic information and sub-sections for fund specific detail.  This would
stay true to the intent of the proposal and allow for multi-fund efficiency.


05. We propose that mutual fund managers make the various documents available on their own
websites, notwithstanding their availability on SEDAR. Are SEDAR postings, alone, sufficient?  Is
the SEDAR system structured appropriately to fulfil this function?  Please comment on the
usefulness of SEDAR for accessing individual disclosure documents about a mutual fund.


We feel that a goal in this process is to develop consistent standards for both Mutual Fund and
IVIC industries.  Further, from a client’s perspective, a company’s web-site is a more intuitive
location to find these documents.


06. Please give us feedback on the practical issues we outline in the text boxes below.  Please
explain how marketing brochures or other sales communications are distributed and kept up-to-
date today, both at the operator and sales representative levels.


Operators will be required to prepare a separate fund summary document for each fund.  How
will they ensure sales representatives receive copies of these documents?  How can this aspect
of our proposals be handled administratively?  Will technology assist?  For example, can
operators make these documents available on their web-sites for sales representatives to
access?


The Insurance Industry currently provides paper based Information Folders at point of sale.
Although this document is not ideal it is an example of a single document format for supplying
point of sale information.  It is carried by the representative, used in the sales process and left
with the client.  There should not be any additional administrative issues if a multi-fund fund
summary document is to be used.  A scenario where a single-fund-based approach is used would
be voluminous (repeated information), and difficult to manage.


How will operators update these documents?  How will they ensure the updated versions of the
documents are used appropriately by sales representatives?


If a multi-fund approach is used there are current procedures in place that work well.  New
documents replace old documents and the old stock is destroyed.  If a single fund approach is
used, then the management of stock would be more difficult.  To simplify the process we would
probably publish new stock of every fund every time.  This is not cost efficient but it would reduce
the risk of misfiled versions.


How will the proposed document work when sales are carried out by telephone or through
another means that does not involve face-to-face meetings? We think there are several options.
A sales representative could tell a consumer the information in the fund summary.  We think that
consumers who make their own investment decisions without further advice from sales
representatives will already have done their homework and won’t need anything further.


Telephone sales and internet sales are the two alternatives that are most commonly used for
order taking for existing policies.  If we extend the concept to new sales the internet approach
would not be problematic.  The client would obviously have access to the internet therefore
referring the client to a website would be easy.  For telephone sales one would have to require
sales representatives to advise the client that the summary is available and how to get it.  It would
not be reasonable, given the size of content of the fund(s) summary for a sales representative to
recite the document over the telephone.
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What about consumers investing on a periodic basis (monthly, quarterly, annual debits for
example)—what are their information needs?  We do not think consumers need to receive a fund
summary before each periodic purchase, for example.  Won’t consumers be kept informed about
their fund through access to continuous disclosure?


Currently these clients receive the equivalent to the continuous disclosure document proposed in
the draft.  We feel that this is sufficient.


These documents will be filed with regulators.  Should they be reviewed and receipted?


Both the Mutual Fund and IVIC industries should be treated in a similar manner.  Companies in
either industry should have to comply with the appropriate guidelines.  The IVIC guideline should
be modified to specify disclosure requirements and to specify what would require review and what
would not (e.g. performance data updates).


07. Please tell us about your business practices now using the existing disclosure documents.
Do you use them in the sales process?  Do you give them to consumers before a sale is
completed?  If we require you to give a printed fund summary to consumers before the sale, what
impact will this have on your existing business practices?  What about telling consumers what the
fund summary says rather than always giving them a printed copy?  Can we achieve our
objectives of empowering consumers to make informed investment decisions without mandating
a fund summary?


Currently clients are given the Information Folder and Financial Highlights at or prior to the sale
taking place.  Using a multi-fund document will not significantly change the current process, but
will result in the client receiving a more useful, less expensive summary of relevant information
prior to signing the application.


08. Please give us your views on the proposed content of the fund summary document.


As noted above, minimum content should be prescribed; with sufficient specificity that issuers can
be reasonably certain what is required.  The categories seem appropriate.


09. What are the pros and cons of a fund summary document that includes information on more
than one fund?  Why is a consolidated document desirable, having regard to the potential for
consolidated documents becoming unwieldy?


For an IVIC, the funds available for investing are considered part of the contract.  Philosophically,
documentation should respect the fundamental nature of the product and, where appropriate,
reflect differences with other products.  In addition, insurers may be subject to additional liability if
the fund summary document is per fund and the advisor does not disclose all the funds available.


Since a very large number of funds are available through the IVIC, allowing a single summary to
describe all of these funds overcomes a number of practical problems associated with the volume
of paperwork entailed by a single fund approach.  While there are limits to the number of funds
that can be presented in a multi-fund summary before it becomes unwieldy, the problem of
unwieldiness will always occur sooner for a single fund approach.
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10. Please provide us with feedback on the practical questions we note in the text box below.


We need to agree on an approval mechanism whereby the regulators will approve and the
industry will endorse the contents of the consumers’ guide.  We need to work out how this
document would be periodically updated.


We propose that the Joint Forum (or CCIR and CSA) develop the guide in consultation with the
industry.  The industry, through CLHIA and IFIC, could endorse the guide which would be
identified as a Joint Forum publication.  Since the guide is intended to provide general information
for unsophisticated investors (or potential investors), the content will likely remain current over a
reasonably long period.  A regular review by the industry and regulators could be scheduled for
every five years with all parties having the right to request revisions in the interim if changes
make these appropriate.


How will the consumers’ guide be made available for use by industry participants and
consumers?


Industry associations and regulators could post the guide on their websites and individual
companies may wish to do so as well.  A brochure or booklet should be made available from
industry associations as well.


Who will make the decision about which consumers should be offered the document?  The
consumer?  The dealer firm?  The sales representative?  What consequences will flow when a
novice consumer is not offered the document?


As with most sales situation the representative should ensure that the client understands the
financial product that is being purchased.  If a client does not sufficiently understand the product,
then reviewing the content of the guide would educate the client.  It should be clear that failure to
understand the product, or not being offered the guide should not be grounds for breach of duty
of care.


11. Please comment on the content of the draft consumers’ guide in Appendix 1.


Comment of the draft guide is best left for the industry association.


12. Please comment on cooling-off periods in the context of mutual fund and segregated fund
sales.  If you believe one should be retained (or introduced in the case of segregated fund sales)
please explain why.  How should a cooling-off period work given the changes in the market value
of funds?  How can we prevent market players from using a cooling-off period to play the
markets?  What would be a correct period for consumers to re-consider their investment?


A cooling of period would create a liability to Segregated Funds that previously did not exist.
More importantly, once the proposal is implemented, the mutual fund industry would also be
providing sufficient point of sale disclosure that a cooling-off period would no longer be needed.


13. Although we will be preparing a formal cost-benefit analysis, we are interested in your views
on the costs versus the benefits of our proposals. Please comment and explain your analysis.
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The proposal has the potential for reducing point-of-sale disclosure costs while at the same time
improving the disclosure to the client.  The keys to the benefits being realized are:


• A multi-fund approach for the Foundation document and the Fund Summary Document
• The adoption of “access equals delivery” approach will significantly reduce the cost of


paper distribution.
The potential risks are:


• Additional liability due to error in a single fund approach to documentation.  This could be
overcome by bundling the single funds together as reference previously.


• Losing the potential to highlight the differences in the IVIC versus mutual fund products.
These highlighted differences should extend beyond simply the fund choices.
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April 28, 2003


Joint Forum of Financial Market Regulators
c/o Stephen Paglia, Senior Policy Analyst
Joint Forum Project Office
5160 Yonge Street
Box 85, 17th floor
North York, ON M2N 6L9


Re: Consultation Paper 81-403 Rethinking Point of Sale Disclosure for Segregated
Funds and Mutual Funds
Manulife Financial comments


Thank you for the opportunity to provide comments on the Consultation Paper 81-403.
This response encompasses Manulife Financial’s comments and viewpoints from both a
segregated fund and mutual fund perspective.


Manulife Financial is very pleased with the concept of the Consultation Paper 81-403 and
applaud the Joint Forum for initiating the discussions and making these proposals.  We
strongly support the concept of “access equals delivery”, knowing that customers have an
increasing level of comfort with the internet and electronic delivery.  We agree with the
proposal’s disconnect between theory and practice.  Current point of sale disclosure
documents are too lengthy and are not useful for the clients, who are not likely to read or
understand the legalistic material.   Simple, plain language disclosure would be more
likely to be read, and therefore more likely to be effective during the sales process.


In the proposal, we were asked if there are differences between segregated funds and
mutual funds that need to be considered when developing a harmonized disclosure
regime.  It is important to distinguish the unique characteristics of segregated funds and
mutual funds, especially from a legal entity perspective.  For segregated fund
investments, the consumer owns and holds legal title to a contract of insurance (IVIC),
which permits the consumer to participate in the investment growth of selected
investment options.  The investments are not limited to segregated funds but may also
include guaranteed investment certificates and pooled funds.   In the case of mutual
funds, the consumer purchases and owns units of the mutual fund.  The responsibility of
distribution of a mutual fund lies with the distributor.  However, for segregated funds, the
responsibility of distribution lies with the insurance company.


We have the following specific comments on various topics within the proposal.


Rights of withdrawal and rescission
Although it is used infrequently, it does not seem to serve the purpose for which it was
originally intended.  It should not be used as a put option to protect the consumer from
short-term market declines.  It is generally used by experienced investors and advisors
who may be trying to time the market.   With the proposal to provide fund disclosure
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prior to sale, there would seem to be no reason to keep this requirement.  We agree with
the recommendation to remove the rights of withdrawal and rescission requirement.


The foundation document
We believe that fund manufacturers for both mutual funds and segregated funds should
be permitted to produce a single foundation document versus the proposal of individual
documents.  Disclosure items such as risks of investing, how a fund is valued, purchased,
redeemed and the sales charges that apply are generally consistent for families of mutual
funds and segregated funds and would avoid duplication if contained within one
document.  It is not practical to provide the features of a segregated fund product by fund,
since all features (such as guarantees) apply at the contract level.  In addition, multiple
foundation documents would require significant maintenance, again resulting in an
increase in costs chargeable to the unitholders of the fund.  A single foundation document
will be simpler for the consumer to understand and will be all-inclusive of the product
purchased.  The use of hyperlinks will make navigation easier and keep contractual rights
separate from descriptions of the investment options (for insurance contracts).


Manulife Investments has products that have up to 65 funds as investment options.   Any
amendment or material change to the foundation document would require the same
change be made to each fund, and therefore would require separate refiling and approvals
individually.  This would be prevalent in the case of segregated funds, where any
contractual provision affects all consumers and investment options, and must be effective
at the same time.


The proposal indicates that the insurance contract for segregated funds will be
incorporated by reference within the foundation document.  Insurers should not be
restricted from having the foundation document be the IVIC (or contain the IVIC),
otherwise we would have duplication of the contractual features as we do now between
the folder and contract.


Although we agree that timely delivery of the foundation document is important
following a consumer request to receive it, we don’t agree that it should be required to be
delivered within a specified number of days.  This would seem to indicate that the client
would have some sort of recourse with the insurer and/or fund company who fails to meet
this deadline.  The paper justly proposes to eliminate the rights of withdrawal and
rescission, so it would not seem practical to implement a new liability requirement based
on non-delivery.


The continuous disclosure document
We agree with the concept of continuous disclosure but have concerns about how the
quarterly fund manager commentary may be used by some consumers.  A large factor
influencing a consumer’s decision is the nature of the fund, including it’s objective and
strategy, management style, and the portfolio manager’s approach.  These components
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are largely static and certainly do not change substantially from quarter-to-quarter.  In
most instances, consumers and advisors rely on the stability and consistency of these
components.   Consumers and advisors are much more concerned with the portfolio
manager’s strategic approach, as opposed to short-term adjustments they make to their
portfolios.  In the case of segregated fund investments, consumers may be tempted to sell
based on a 3 month fund outlook and may not realize the benefit of the guarantees which
typically apply after 10 years.   These concerns were raised by IFIC and the CLHIA in
their comments to NI 81-106.


The fund summary document
We support the concept of using a summary document at point of sale if the content is
presented in a simple, clear and concise manner.  However, we do not agree that an
individual fund summary should be mandated.  Flexibility should be given to
manufacturers to develop a fund summary for a family of funds.  The consumer will
consider more than one fund at purchase, which would suggest an advisor would need to
have most, if not all, of the individual fund summaries with them during the sales
process.  In addition, the paper does not address the need for the consumer to receive a
fund summary for subsequent fund switches to another fund within the same fund family.
For segregated funds, the consumer is also buying the IVIC for the product features, such
as guarantees, resets, switches, death benefits.  For an IVIC, the funds available for
investing are considered part of the contract.  Insurers may be subject to additional
liability if the fund summary document is per fund and the advisor does not disclose all
the funds available.


Alternatively, a single fund summary document could be accommodated by providing a
summary of relevant fund information on all the funds available within the contract, plus
general contractual information.  This should be a snapshot of the fund and could include
IFSC fund category, volatility measure, investment style, MERs and description of fund.
We also recommend that performance history not be a requirement of the fund summary
document.   Performance history should not be the driver behind an investor’s decision to
invest in a fund.  We believe the continuous disclosure requirements would satisfy the
disclosure of performance, if a client requests this information.


The consumer’s guide
The proposal requires that the advisor offer a novice investor with the consumer’s guide.
The content of the consumer’s guide is such that it would be valuable educational
material for any investor.  A sophisticated investor of mutual funds may be a novice
investor in regards to segregated funds, or vice-versa.  We do not see practically how we
could determine who is considered novice for both investment products.


As indicated above, the consumer’s guide will provide any investor with valuable
education material, so it should be made available to all investors – although it is written
in plain language for the benefit of the novice investor.   We suggest that the consumer’s
guide follow the same requirement as the foundation document and be available upon
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request.  Within the content of the fund summary document, the consumer would be
notified how they can request to receive the consumer’s guide and/or retrieve it from the
web.


We believe that part of the advisor’s duty of care is to ensure that the consumer has a
good understanding of the product they are purchasing.  If they don’t, the advisor may
review the content of the consumer’s guide or provide a copy for the consumer to review
on their own.


We suggest that the content of the consumer’s guide will be useful to all potential
investors, and should be offered to all investors.   However, there should not be a
mandatory delivery requirement during the sales process.


Cooling off period
We believe that the point of sale requirements and new disclosure proposals will be
sufficient to ensure that the consumer has made the right decision.  As is the case with the
current rights of withdrawal and rescission, a cooling off period will be used by market
timers, and the cost will be borne by the other unitholders of the fund.   We suggest that
there not be a cooling off period for mutual funds or segregated funds.


Thank you for allowing us to comment on this proposal.  If you would like to discuss any
aspects of the submission, I would please to talk to you or meet with you at your
convenience.


Yours truly,


Mike Jensen
Director, Wealth Management Compliance
Manulife Investments
519-747-7000 ext. 48521
Mike_Jensen@Manulife.com


copy: Eric Grove
Vice-President, Investment Funds
Manulife Financial








MEMORANDUM


Date: April 30, 2003


To: Stephen Paglia, Senior Policy Analyst
Financial Services Commission of Ontario


From: Mel Bartlett, Senior Vice President
Retail Marketing Division


Subject: The Joint Forum of Financial Market Regulators


The Maritime Life Assurance Company has reviewed the Consultation Paper 81-403
entitled Rethinking Point of Sale Disclosure for Segregated Funds and Mutual Funds,
released for public comment with a request for comments by April 30.


We suppport the comments made to you by the Canadian Life and Health Insurance
Association on behalf of its members.


As the CLHIA has suggested in its response, there are a number of positive
suggestions in the Consultation Paper, but we have similar concerns to those
expressed by the CLHIA.


We appreciate being provided the opportunity to comment on the Paper’s
recommendations.


cc. J.P. Bernier, Canadian Life and Health Insurance Association
Leslie Byrnes, Canadian Life and Health Insurance Association
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May 6, 2003


BY MESSENGER


Mr. Stephen Paglia
Senior Policy Analyst, Joint Forum Project Office
5160 Yonge Street
P.O. Box 85
17th Floor
NORTH YORK ON  M2N 6L9


Dear Mr. Paglia:


Joint Forum of Financial Market Regulators Consultation Paper 81-403 “Rethinking Point
of Sale Disclosure For Segregated Funds and Mutual Funds”


This letter responds to the request for comments relating to the above-noted consultation paper
published on February 13, 2003 by the Canadian Securities Administrators and the Canadian
Council of Insurance Regulators.  As requested, we enclose two copies of this letter and a
diskette containing the document in Word format.


1. General


We commend the Joint Forum on its initiative to harmonize point of sale disclosure for
segregated funds and for mutual funds, and to bring fresh thought to what information is
important to be presented to investors at the time of making an investment decision, what
information is important for investors at other times in their investment relationship with a
segregated fund and/or mutual fund, and the best method by which such information can be
made available to investors.


We have reviewed the response to the Consultation Paper prepared by The Investment Funds
Institute of Canada (“IFIC”) and we adopt the comments made in that response.  In addition, we
have the following specific comments on particular aspects of the Consultation Paper and IFIC’s
response letter:


1. The Foundation Document


The Consultation Paper seems to contemplate a separate Foundation Document for each fund.
However, given that the Foundation Document will describe the static features of each fund, we
expect that some of these static features will be common among funds in a fund family.  For
example, the service providers to the fund, how the fund is valued and how the fund can be
purchased and redeemed are likely to be features common to more than one fund in a fund
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family.  Accordingly, we suggest that fund operators should be permitted to create a single
Foundation Document for a fund family.  This will reduce duplication while still ensuring that
investors are given access to current and accurate information about each fund.


We recommend that the Joint Forum establish clearly articulated principles to regulate the types
of information provided in the Fund Summary Document and Foundation Document, rather than
mandate a strict form for such documents.  We believe that fund operators, with assistance from
their advisers, should be permitted to develop disclosure documents that comply with general
principles rather than being required to tailor their disclosure to comply with detailed form
requirements which may or may not be relevant for a particular fund or family of funds.


In order for the Foundation Document to be an effective and concise source of information for
investors, the requirements for the Foundation Document should focus on the principles of the
disclosure items that are currently required by Form 81-101F2 for a Simplified Prospectus.  The
information currently required by Form 81-101F2 for an Annual Information Form which is not
particularly relevant for investors and advisors could be eliminated from the requirements for the
Foundation Document.  For example, except for the names of the key service providers to the
fund and information relating to the portfolio management function, much of the detailed
information required by Item 10 – Responsibility for Mutual Fund Operations could be
eliminated from the requirements. When the Canadian Securities Administrators adopt the rules
for the proposed fund governance regime, much of the information required by Item 4 -
Investment Restrictions, Item 11 – Conflicts of Interest and Item 12 – Fund Governance could be
eliminated or substantially re-worked in light of the fund governance regime.


We also note that the Consultation Paper recommends that, because the Foundation Document
will be evergreen, annual refiling requirements be dropped.  We agree with this recommendation
on the basis that the Foundation Document will be a relatively static document.  Currently, fund
managers are arbitrarily required to refile the Simplified Prospectus and Annual Information
Form on an annual basis regardless of whether or not there has been a material change in the
information contained in those documents.  By requiring refiling of the Foundation Document
only in the event that there is a material change in the information contained in the document,
regulators will ensure that up-to-date information is disseminated to potential investors, while
limiting the amount of time and resources of regulators and fund operators spent on unnecessary
refilings.


The Consultation Paper recommends that fund operators be required to post the Foundation
Document and the continuous disclosure documents for each fund they manage on their
websites.  We agree with the adoption of an “access-equals-delivery” standard for the
Foundation Document and the continuous disclosure documents.  As SEDAR, in its current
format, is seen by some as not a particularly investor-friendly website, SEDAR postings alone
may not be sufficient to make the Foundation Document and continuous disclosure documents
available to investors.  Fund operators should be required to post such documents on SEDAR as
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well as on their own websites and to make access through such websites very investor friendly.
The Fund Summary should provide clear direction as to where these documents can be obtained:
the fund operator’s website, SEDAR or by requesting copies from the fund operator (by
telephone or e-mail).


2. The Fund Summary Document


We understand that two of the most important pieces of information for prospective investors
and their advisors are the fund performance information and the management expense ratio
(MER).  We question the Joint Forum’s recommendation that both of these pieces of information
be placed in the Fund Summary Document.  As IFIC has suggested, given the non-static nature
of these pieces of information, it may be preferable for the Fund Summary to provide clear
direction as to where the most current information can be obtained (the fund operator’s website
for example) rather than including such information in the Fund Summary unless the Fund
Summary is to be updated on a regular basis to include such information.  While the MER and a
simple explanation of its calculation may be included in the Fund Summary, a more detailed
explanation, including its key components, should be left for the Foundation Document.


With respect to your question as to whether Fund Summary Documents should be receipted, as
the Consultation Paper contemplates a separate Fund Summary Document for each and every
fund, we believe it would be administratively impractical for regulators to receipt each and every
Fund Summary Document.  Regulators will, however, be able to rely on their continuous
disclosure review powers to review and comment on the disclosure records of funds as they see
fit.


The Consultation Paper proposes that salespersons be required to review the Fund Summary
Document in “a meaningful way” with potential investors during the sales process. This
requirement may be difficult to meet given that a significant portion of sales transactions in the
fund industry does not involve face-to-face communications between salesperson and investor,
but rather proceeds through telephone and electronic channels.  We agree with IFIC’s
recommendation that, in order to remove uncertainty relating to the application of the “access-
equals-delivery” standard, the investor's role in the pre-purchase due diligence should be
formalized.  This could be accomplished by requiring investors to acknowledge that they have
either reviewed the Fund Summary and Foundation Document to their satisfaction or they
formally waive their right to review such information.


With respect to your enquiry about consumers investing on a periodic basis, we believe that
access to continuous disclosure information will be sufficient to keep periodic investors informed
about their fund.  By putting all the relevant information about a fund on the fund operator’s
web-site as well as on SEDAR, periodic investors will be given the opportunity to review the
fund’s document each time a periodic investment is made, or they may choose not to review such
information.  We recommend that fund operators should only be required to inform periodic
investors of access to disclosure documents on the establishment of an automatic purchase plan.
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We are pleased to have had this opportunity to provide our initial comments on the Consultation
Paper.  If you have any questions or comments please contact Linda Currie at (416) 862-6600 or
John Black (416) 862-6586.


Yours truly,


OSLER, HOSKIN & HARCOURT LLP
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May 9, 2003


email: spaglia@fsco.gov.on.ca


Stephen Paglia, Senior Policy Analyst
Joint Forum Project Office
5160 Yonge Street
Box 85, 17th Floor
North York, ON
M2N 6L9


Dear Sirs:


Re: Consultation Paper 81-403 – Point of Sale Disclosure


Phillips, Hager & North Investment Management Ltd. (“PH&NIM”) is registered as an Investment
Adviser, in the sub-category of Investment Counsel/Portfolio Manager, (“IC/PM”), managing in
excess of $36 billion on behalf of pension plans, endowments & foundations, private clients and its
own mutual funds.  PH&NIM is Canada’s largest private investment management company.  In
2002, Phillips, Hager & North Investment Funds Ltd. (“PH&NIF”) was registered as a Mutual
Fund Dealer in order to join the Mutual Fund Dealers Association of Canada.  Phillips, Hager &
North mutual funds are truly “no-load”.  There are no sales commissions, front or back-end loads
or redemption fees.  PH&NIM has been in business since 1964 and currently employs about 275
people in Vancouver, Victoria, Calgary, Toronto and Montreal.


Issues for Comment


01. We agree with your description of the disconnect between theory and practice.


02. Our clients have rarely exercised their rights of rescission and withdrawal.  In two instances
I recall it was because the markets declined significantly the day after they bought.  As a
result the remaining unitholders in the fund bore the loss.


We do not feel many consumers are aware of these rights.


03. We agree with posting the foundation document and continuous disclosure documents on
our website.  We currently post our Simplified Prospectus, Annual Information Form,
Financial Statements and Quarterly Reports on our website www.phn.com.
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04. We strongly disagree with having an individual foundation document for each fund in a
fund family.  It would require duplicate reporting of information which is common to all
funds.  This would be a step backwards.  Picture having 50 separate foundation documents
on the website (which may work) but we also have to have it in hard copy for those who
ask.


We do not believe the foundation document will be less than 35-40 pages.


05. Documents should be available on the operator’s own website even though they are on
SEDAR.  SEDAR is not the friendliest site to use and carries a lot of information of no
interest to consumers ie. sales certificates, translations.


06. Our firm does not market strongly and we only sell our own funds.  Our package includes
the Simplified Prospectus (consolidated), a Guide for Investing in our funds (an education
piece) and application forms.  This package is sent out whenever there is a request for
information.


As mentioned earlier the Prospectus is on our website along with application forms.  The
Guide is not but could be.


07. The documents are part of our current sales process and they are given both before or after
a sale is completed.  If we are required to give the Summary before the sale, it will make
our clients very unhappy having to delay their purchase for days (if hard copy).  If we give
it to them before or have it available on the website, how do we ensure they have read it?
Sounds like a theory/practice disconnect.


We agree consumers do not require a Summary before each periodic purchase.  They
would receive up-to-date information through Continuous Disclosure.


08. The proposed content of the Summary is adequate but it should include fees and expenses
that the consumer pays directly.


The Summary will be filed with Regulators who should review the document but it should
not be receipted.  The disclosure will be mandated so that consumers can compare funds
easily.  This has been a big benefit in the current prospectus disclosure – ease of
comparison.  Financial and performance numbers will be audited annually and Securities
Regulators and the MFDA will carry out periodic audits of the disclosure.
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09. A consolidated Summary is not necessary.  If consolidation is desired, it could possibly be
done by investment sectors ie. fixed income funds together, domestic equity, foreign equity
etc.


10. A lot of work has been done in Consumer Education by various Commissions and industry
groups such as the Investment Funds Institute.  The regulators should take ownership of the
Guide.  Annually, amendments could be solicited from industry.


The Guide should be made available on all applicable websites.


• regulators
• industry associations


- IFIC
- CLHIA


• SRO’s
- MFDA
- IDA


• operators
• dealers


and in hard copy.


The Dealer firm/sales representative would decide who will be offered the Guide.  They are
best able to determine, through KYC, who needs it.


If not offered the document, there can be no penalties because we cannot ensure the
consumer will read it if they receive it.  Industry can only do so much, consumers have to
accept some responsibility to educate themselves.
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11. Draft Consumer Guide comments


Introduction


The Guide should have a Definitions section for the basic terms used in the industry if this
guide is for the novice.  For example, definitions for:


prospectus
information folder
stock
bond
risk vs. return
volatility
diversification


Section 4


Risk of loss


Be clear. “The value of your investment may go up and down in accordance with
fluctuations in the financial markets.”


A chart of risk vs. return might help to differentiate the types of investments.


There could be some discussion about age/stage of life with regard to suitability or risk of
certain investments.


Section 5


How to learn about a fund


General Information


A number of websites are listed.  It would be helpful if the full names of the organizations
were listed as well.
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Section 8


What will it cost to own a fund?
• Sales charges


We disagree with the comment “with no load funds, as with other funds, sales and
marketing costs are included in the funds’ MER….”


- we do not charge the funds with sales and marketing costs.  We, the fund
manager, absorb these costs, but we can’t speak for no-load industry
practice.


We also disagree that mutual fund salespersons….. are paid commissions based on your
investment.


- we do not pay commissions and there may be others, therefore disclosure
should be reworded.


• Other fees


at the end of Section 8 add:
“Some companies do not charge any of these fees”
  - we don’t.


Section 12


Can I change my mind about a purchase?
• Redeeming mutual funds and segregated funds


“You may have to pay sales fees and there may be income tax implications.”


Also add:
You should determine these costs from your sales representative before executing a
redemption.
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12. We do not believe there should be a cooling-off period for investment funds or segregated
fund sales because there is no way to prevent “playing the market”.


If a period was mandated it should be minimal ie. 24 hours from trade, to minimize the
impact of losses to the fund.


13. Overall we believe the proposal will reduce costs but not materially.  Most of the cost of a
printed document is up front – if you have to do 100 copies, an additional 5,000 will only
reduce cost per copy marginally, so reducing number of copies will not create large
savings.


Costs will be incurred to change over to the new disclosure rules but the benefits will
accrue from:


• unbundling
• timing of information
• mode of delivery
• realistics solutions, and
• uniformity


We appreciate the opportunity to provide comment on the consultation paper.  The direction is
progressive and will improve execution and delivery of information to consumers.


We would be pleased to discuss our response at your convenience.  Please contact the writer
directly by email to dpanchuk@phn.com.


Yours truly,


PHILLIPS, HAGER & NORTH
Investment Management Ltd.


Don S. Panchuk, CA
Vice President Administration & Regulatory Matters
and Secretary


DSP:dgs








April 30, 2003     Direct Line: (905) 813-5336
Email: joe.yassi@primerica.com


Mr. Stephen Paglia
Senior Policy Analyst
Joint Forum Project Office
Financial Services Commission of Ontario
5160  Yonge Street
Box 85, 17th Floor
North York, Ontario
M2N 6L9


Dear Mr. Paglia,


RE: Joint Forum Consultation Paper 81-403
Rethinking Point of Sale Disclosures for Segregated and Mutual Funds


Thank you for the opportunity to comment on this initiative.  We are writing on behalf of
Primerica Life Insurance Company of Canada (Primerica Life) and PFSL Investments Canada
Ltd. (PFSL).  Primerica Life is one of Canada’s leading term life insurers with over $50 billion of
insurance in force.  PFSL is a registered mutual fund dealer with over $3.3 billion in assets
under administration.


We applaud the regulators’ efforts to create a consumer friendly, cost-efficient system of
disclosure.  We believe that the “access equals delivery” approach is sound and may be
extended to all disclosure documents.  We have reviewed and support the submissions of the
Canadian Life and Health Insurance Association (CLHIA), and the Investment Funds Institute of
Canada (IFIC).  To highlight, the CLHIA submits that the segregated fund summary document
should describe the contact and the funds available through it.  IFIC submits that the fund
summary document be prepared on a family of funds basis using broad disclosure principles as
opposed to a mandated format.  We agree with those submissions, which if implemented, would
simplify matters for our field force.


Yours truly,


Joe Yassi
Senior Vice-President, General Counsel & Secretary


JAY/sl
corresp


cc: John Adams, EVP and CEO, Primerica Life
Lisa Vacante, Chairperson, PFSL








Philippa Lawson
Senior Counsel


(613) 562-4002 x.24
plawson@piac.ca


April 28, 2003


Stephen Paglia, Senior Policy Analyst
Joint Forum Project Office
5160 Yonge Street,
Box 85, 17th floor
North York, ON, M2N 6L9
Telephone: 416-590-7054
Fax: 416-590-7070
e-mail: spaglia@fsco.gov.on.ca


BY EMAIL ONLY


Dear Mr. Paglia:


Comments on Joint Forum Proposals re: Disclosure System
for Segregated Funds and Mutual Funds


We have recently been made aware of the Joint Forum’s proposals for changes
to the way information is communicated to consumers of segregated funds and
mutual funds about their investment choices. The following are comments
submitted by the Public Interest Advocacy Centre (PIAC) on certain aspects of
the above-noted proposals.


The Public Interest Advocacy Centre is a national non-profit organization devoted
to the representation of consumer interests in matters involving public utilities,
essential services, and public interest issues of broad application to Canadians.
PIAC has developed a strong record of consumer advocacy since its inception in
1976, and is widely recognized as an important and influential voice for ordinary
consumers in a variety of marketplace issues, including financial services and
electronic commerce.  PIAC is governed by a distinguished volunteer Board of
Directors from across the country, and is supported by member groups and
donors representing hundreds of thousands of Canadians.


Given resource constraints and our focus on the protection of lower income and
vulnerable consumers, we are have restricted our comments to a few key
consumer protection issues.


PUBLIC INTEREST ADVOCACY CENTRE
LE CENTRE POUR LA DEFENSE DE L’INTERET PUBLIC
ONE Nicholas Street, Suite 1204, Ottawa, Ontario, Canada K1N 7B7
Tel: (613) 562-4002. Fax: (613) 562-0007. e-mail: piac@piac.ca. http://www.piac.ca







As a preliminary matter, we commend you on the process you are following: the
plain language consultation paper and background document, the allowance of
several weeks for comments, and the posting of all submissions on an OSC
webpage for this purpose.  However, we are concerned about the apparent lack
of consumer involvement in the development of these proposals.  In some
respects (e.g, the “access equals delivery” approach), it appears that the
interests of industry have taken precedence over those of consumers.


Disclosure needs of investing consumers
We agree that the current disclosures made to consumers by segregated funds
and mutual funds are sub-optimal, primarily due to their complexity.  There is no
question that they can and should be improved from the perspective of plain
language, focus on key issues for consumers, and timeliness.  We therefore
support the Joint Forum’s proposal for replacement of current disclosure
requirements with new documents that are more geared toward the needs of the
investing consumer.  We are particularly supportive of the proposed new
“Consumers’ Guide” that would be made available to all participants, especially
novice investors.  We also support the proposed requirement for a short “Fund
Summary” document, as well as the separation of “static” Fund information from
ongoing performance information about each Fund.


However, we have serious concerns about proposals regarding mode of
disclosure and cooling-off periods.


“Access equals delivery”
As we understand it, the proposal calls for actual delivery of only the Fund
Summary document to all new investors.  The Consumers’ Guide would be
provided only where deemed appropriate by the sales representative (i.e., to
novice investors).  The other two documents – the Foundation document and the
Continuous disclosure record – would only be provided to investors upon
request; otherwise, availability online, together with notice thereof in the Fund
Summary document, would be considered adequate disclosure.


While sympathetic to the desire to reduce paper waste and to minimize mailings
that are not appreciated by the recipient, we strongly disagree with the “access
equals delivery” approach advocated in this consultation paper.  We are also
concerned that the recommended approach to disclosure of the Consumers’
Guide might leave many consumers without the benefit of this information.


Quite simply, online access does not equal delivery.  Many investors do not use
computers.  Many others do not wish to use computers for this purpose.  If
disclosure is to be meaningful, it must be made in a manner that accounts for the
range of individual circumstances and that does not put an undue burden on the
intended recipient.







The problem with the proposed “access equals delivery” approach to two of the
four documents is not that it allows for online access instead of paper delivery,
with its associated cost and waste.  Indeed, we agree that consumers should
have the option of refusing paper documents and instead relying on electronic
disclosures.  Rather, the problem is that, by following a “negative option”
approach to electronic disclosure, this proposal puts the onus on the
wrong party, and thus effectively ensures that the disclosure will not reach
many investors who might otherwise have benefited from it.


It is important not to confuse two distinct issues: that of the content of the
disclosure and that of the mode of disclosure.  With improved content and
presentation of the information in question, it can be expected that more
consumers will be interested in reviewing the documents.  Thus, even if current
evidence suggests that few consumers are reading prospectuses, that could well
change with the move to more consumer-friendly information.


In any case, instead of putting the onus on consumers to “opt-out” of electronic
disclosure, the default rule should require a mode of disclosure which works for
everyone.  It should also allow for alternative modes of disclosure, upon clear
direction from the consumer.  These alternatives need not be limited to website
postings and full information mailings.  Electronic mail delivery, or at least notices
of new postings, can be offered, for example.  Consumers can and should be
encouraged to opt-in to electronic disclosures, whether by e-mail or website
postings; but their ability and willingness to do so should not be taken for
granted.


Distribution of the Consumers’ Guide
We are also concerned that the Consumers’ Guide, a valuable primer on
segregated funds and mutual funds, may not be provided to investors who would
benefit from it.  Just because a consumer has been investing in mutual funds for
many years (and is thus not a “novice” investor) does not mean that they
understand the basics of this industry.  Indeed, we suspect that many long time
investors are lacking in basic information, and would appreciate receiving this
proposed new guide.


We therefore submit that industry participants should always offer this document
to clients, unless they are sure that the client already has the document and is
aware of its contents.   Efforts should be made to ensure that all individual
investors have this document and are aware of its contents.  For example, it
should be referred to in the Fund Summary document, along with references to
other fund-specific documents.


Consumer rights of withdrawal and recission
The Consultation Paper further proposes that withdrawal and rescission rights
(other than for misrepresentations) attached to mutual fund purchases be
eliminated.  We oppose this proposal.







The fact that information on a mutual fund will now “be made widely available
[online] before the point of sale” does not obviate the need for a cooling-off
period so as to protect consumers from pressure sales in this industry.  First,
many consumers will not in fact have ready access to this information online.
Those who continue to rely on paper disclosures will not be able to access this
information until it is delivered to them.


Second, just because the information is available online before the point of sale
does not in any way guarantee that the consumer has not been subject to the
kind of pressure sale that cooling off periods are meant to mitigate.  Individual
investors will definitely be prejudiced from removal of these rights, even if they
have not taken advantage of such rights in large numbers in the past.  Once
again, the improved content of information disclosure proposed by the Joint
Forum could well lead to greater investor awareness, and thus more exercise of
investor rights.


If possible, measures should be implemented to prevent investors from using the
cooling-off period to play the markets.  For example, an investor exercising this
right could be limited to recovery of his or her initial investment.


Yours truly,


original signed


Philippa Lawson
Senior Counsel


*** END OF DOCUMENT ***








----- Message from Robert Findlay <robert.findlay@sympatico.ca> on Sun, 30 Mar 2003
14:42:49 -0500 -----


To: David Crane <crane@interlog.com>
cc: spaglia@fsco.gov.on.ca


Subject
:


Regulators' proposals don't make sense


Just a few comments on Ms. Stromberg's article.


But before I do that I'd like to put in my complaint about mutual
fund statements since I've copied Mr. Stephen Paglia.


If I buy a mutual fund directly from the mutual fund company I
get
statements directly from the mutual fund company and I'm very
satisfied
with that.  But if I buy a fund through a dealer in most cases I
only
get the dealer's statement of my account.  Although I did have
dealers,
unfortunately taken over by bigger dealers, who did provide me
with
their statement of my account plus allowed each mutual fund
company to
send me a statement of my holdings of their funds.  But no more.
I
would like to get my statement from the dealer(s) and from each
mutual
fund company.


I've had situations when a mutual fund company would not speak to
me
about my account.  I was told I had to talk to the dealer.  Since
I was
calling the fund company because I had some doubts about the
dealer
and/or the rep and wanted the fund company to confirm the
activity and
holdings on my dealer's statement  it didn't make much sense to
me to go
back to the people I was questioning without some facts from the
fund
company.  (I solved the problem my moving my account to another
dealer
during which I got the information I wanted.  Nothing lost, but
some
questionable doings.  Dealer, rather remains thereof,  absorbed
by yet
another dealer/fund company.)  Having statements from both keeps
everyone honest.  Also when I was getting statements from both I
caught
an error once.


I keep track of my holdings on my PC.  I also use a spreadsheet
to keep
track of the ACB.  When I was getting statements from both I was
able to







reconcile the statements.  Now I have to assume (hope ?) the
dealer's
statement is correct and using it reconcile as best I can.  Which
is not
particularly satisfactory.  I have various funds that report
numbers
from three to five decimal places.  The dealer only reports to
three.
Therefore in many cases (those funds reporting to more than three
decimal places) the number of units, etc. shown on my statement
is not
correct.  Although the dealer assures me that the correct numbers
are
shown on the books of the fund company.  This make reconciling
virtually
impossible.  So that I can still use my spreadsheet and financial
program I've put in a 'rounding error' to make my numbers agree
with the
dealer's but that is not the way it is supposed to work.


Another complaint about the dealer's statement is that for mutual
fund
distributions my dealer only shows the gross distribution and the
number
of units bought but not the distributions per unit nor the NAVPS
for the
re-invested distributions.  It is difficult to check these
numbers.  In
the media the numbers are frequently rounded so the most accurate
method
is to go to the fund's Web site.  But why should I have to do
this ?
Why shouldn't my dealer's statement be both accurate and complete
?


Something very wrong about this.


But on to my comments about Ms. Stromberg's article.


I want to get all the material but I admit that I do not give it
the
attention it might deserve.  But I find it can be a valuable
reference.
For example, with the discussion about options it is useful to be
able
to see what the annual report has to say about them,  it is
important to
see how closely a mutual fund is sticking to its mandate,
although with
window dressing I'm sure the public doesn't always get the true
picture,
and so on.  It is important to have the hard copy because then I
can
refer back to what was said in the previous report about
something and
compare it with what they say now.  Also with a hard copy I can
flip







back and forth, make notes in the margins, etc. with online
information
it is not as easy and no one wants to print it.  The other reason
to
have the hard copy is that the public can keep it as long as they
want.
Will the historical information always be available online ?


As I said I do not give the literature the attention it should
get, and
I'm sure that is pretty common with most of the public.  There
are a
number of reasons for my slackness.  Unless a person is a trained
accountant, preferably with some detailed knowledge of the
industry,
truly understanding the literature is difficult, if not
impossible for
most of us.  It doesn't help that there is no standard format for
the
literature so each company's or fund's literature is a new
challenge.
And a new spin.  There are accounting guidelines rather than
strict
rules and definitions which only makes matters worse.  Add in
pushing
the guidelines to the limit (or beyond), the inventive accounting
and
the outright lies it makes the public question if it is
worthwhile
spending much time analysing the reports. (The other problem is
that
there is more investing done on emotion than on facts. I've seen
stocks
drop on good news because it wasn't quite as good as the
analysts'
consensus and rise on bad because it wasn't as bad as expected.
This
rather makes pouring over the annual report seem dubious.)


It also doesn't help that sometimes, but not always, any form to
request
literature is included with a statement and marketing material.
People
are going to spend time looking at their statement and at the
most set
the rest aside for reading or action later.  Which frequently
doesn't
happen.


I want the literature and I do not want to have to ask for it.
If I
truly do not want it then let me take some action to stop it.
Otherwise
I shouldn't have to do anything.
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----- Message from "Stan Buell" <sbuell@trebnet.com> on Mon, 14 Apr 2003 12:00:56 -0400 -----
To: "S. Paglia" <spaglia@fsco.gov.on.ca>
cc: "Bob Hagerman" <hagreen@planeteer.com>, "Phil Colley" <cbvins@broker.csio.com>, "Ed


Nelles" <windscale76@hotmail.com>, "Bob Ivkovic" <ivkovic@telusplanet.net>, "Ken Kivenko"
<kenkiv@sympatico.ca>


Subjec
t:


Comments on Consultation Paper NI 81-403


April 14, 2003


Stephen Paglia, Senior Policy Analyst


Joint Forum Project Office


5160 Yonge St.


Box 85,17 th floor


North York, ON M2N 6L9


Re: Comments on Consultation Paper NI 81-403


Dear Mr. Paglia;


We are concerned about the recent de-regulatory efforts at a time when more and more
investors appear to have been victimized by financial predators who seem to disregard existing
regulations. Recent media reports of corporate wrongdoing indicate that ethics and morality
are lacking and that there is an apparent failure to recognize the difference between right and
wrong. In this environment it does not seem appropriate to be relaxing rules and regulations
without appropriate regulatory measures to hold the industry properly accountable and provide
adequate investor protection.


Ken Kivenko, Chair of SIPA's advisory committee, has prepared comments on your Consultation
Paper NI 81-403 which we enclose for your consideration. These comments reflect the interests of
the small investor – and indeed, all investors - and we trust you will take account of the concerns
that we have raised.


We believe that better protection for small investors is needed rather than a relaxation of
regulatory requirements for the industry. The Joint Forum’s proposal to replace mandatory
information mailings with online access to documents and remove a client's right of withdrawal
or rescission in mutual fund sales is just not acceptable. Access does not equal delivery despite
your assumption that it does.


The current regulatory system does not provide adequate investor protection nor a satisfactory
dispute resolution mechanism. The argument that civil litigation is always available to resolve
disputes rings hollow. Victims who have lost their savings when rules have been breached, and
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have no earning power do not have the financial resources, and often not the physical, mental
and time resources to wage a legal battle that generally is long and costly.


It is said by many that our society is based on trust. One of the reasons that investors fail to
exercise due diligence when they are sold an investment product is that they trust their brokers
and advisors, and they trust that the industry is properly regulated. In reality this trust is misplaced.
The rules and regulations are flagrantly breached with relative impunity, and there is little
protection for investors. To erode the limited investor protection that exists by relaxing
requirements for the industry is regressive.


It is unfortunate that an industry that is so vital to our economy is allowed to operate with a
"loophole mentality" rather than be held to account for operations that fall short of good faith,
honesty and integrity. Management and compliance either condone rule breaching actions or
look the other way as long as the activities are profitable for the company. We do not believe
there are any "rogue" brokers. The activities of these so-called "rogue" brokers are systemic and
will remain so until the fundamental problems are recognized and dealt with properly.


While investor education should be a priority, it should not be considered an alternative to the
requirement for the financial service industry to be properly regulated and held accountable for
the position of trust they hold in our society.


Yours truly


Stan Buell,


President,
Small Investor Protection Association
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April 23, 2003


Stephen Paglia, Senior Policy Analyst
Joint Forum Project Office
5160 Yonge St.
Box 85,17 th floor
North York, ON M2N6L9


                “Mutual Funds are sold not bought”


PREAMBLE
The fact that the regulators are reviewing mutual fund disclosure issues is a positive
development. SIPA has been trying for years trying to get industry participants to improve
disclosure and sales practices.  We’ve had some success but the pace of change has been too
slow.


One of the complicating factors of disclosure is that too few investors read and analyze all the
mutual fund disclosure documents but in practice very few read and analyze any. This likely
varies depending on the amount invested, with small investors at the low end.
A cost-benefit analysis probably wouldn’t look pretty. The root causes are systemic. The Ishikawa
diagram –Attachment III-illustrates the root causes of the dilemma.


It should be the duty and challenge of regulators to encourage investors make better use of the
disclosure documents. This can be done by the regulators facilitating better Canadian investor
education (e.g. how to read and interpret a fund prospectus, improve the teaching of investment
principles in public schools) while at the same time improving the quality, readability, relevance
and timely delivery of disclosure documents.


THE IMPORTANCE OF DISCLOSURE
Disclosure is a key element of investor protection.  The participants in preparing the 81-403
proposals are industry players or regulators and the project was initiated by industry participants.
The real  “customer” of the proposals – the investor-has not been involved.  (We deliberately use
“investor “ instead of consumer to make a clear distinction – investors do not consume; they are
owners, who through their direct and indirect ownership of securities or interests in respect
thereof, seek wealth creation and a happy retirement. Mutual fund investors own an undivided
interest in the securities held by the mutual fund). Segregated fund investors own contractual
tights in respect of the segregated fund securities. Mutual fund investors and segregated fund
investors need to be treated with no less respect than investors who invest directly in stocks and
bonds.


It is important to note that few people understand the difference between a mutual fund and a
segregated fund and that many people do not know what kind of fund they have. They think of


Comments on Consultation Paper NI 81-403
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both types of funds as mutual funds. For the purposes of this letter, our references to “mutual
funds “includes “segregated funds “unless the context otherwise requires. Over the years,
investors have bombarded us with complaints about how they are treated and the kind of
information they want but don’t get.  Here’s a sampling:


• If I hold the fund for 10 years, how much will I pay in fees in dollars and as a percentage of
total return?


• Why aren’t brokerage commissions included in the MER-at least notionally-or otherwise
disclosed?


• Why wasn’t I told the fund manager left nine months ago?
• Why is there no investor protection fund for mutual fund investments like there is for bank


deposits or shares with a broker?
• Why do fund companies not have an open and transparent governance system including


an independent board? (With names and contact numbers)
•  I need to know the funds portfolio holdings and changes quarterly not semi-annually.
• How can I get fund companies to disclose how they voted their share proxies?
•  I never knew my advisor received a continuing commission from the fund company.


(refers to trailer fees)
• The manager commentary in the Annual Report is gibberish, vague and general – can we


not obtain better disclosure from management of the results, lessons learned and
corrective measures, like an MD&A?


• How do I know if the information being disclosed to me is the latest applicable
information? Also, no one told me I didn’t have to reinvest distributions!


• Why don’t fund Annual Reports disclose senior management/ officer compensation-it
would be nice to know that management didn’t receive a bonus or raise if the fund lost
money or underperformed its benchmark.


• I tried to find out the name of the Chair of my fund company’s audit committee but after 3
calls, I gave up in disgust.


On top of these complaints, mutual fund investors have had trouble obtaining historical tax
information for calculating the ACB, obtaining delivery of the Annual Information Form, getting
questions answered about the Prospectus or Annual Report content (or missing content such as
the managers tenure), and contacting compliance officers. Several reported that they filled in the
return card requesting receipt of semi-annual reports but did not receive them. Other complaints
have centered on false or misleading advertising, the use of shills, conflicts of interest especially
with regards to mutual fund affiliates/subs/diaries of bank mutual funds and Investors
Group/Power Corp. and the privacy and security of personal data (e.g. the recent IT disaster with
IBM/CSI/ Investors Group).


Some of the biggest complaints have come about as regards suitability.  Investors have been sold
wholly inappropriate funds by commission-oriented advisors whose sources of incomes were not
adequately disclosed to investors. Both written and verbal disclosure of risks have been minimal
and generally qualitative. If key disclosure documents explained risk and disclosed quantitative
metrics like Beta, Standard Deviation and the Sharpe Ratio, we believe both evaluation and
integrity would be served [i.e. place the fund in risk-return space, together with realistic
expectations about future returns].  Funds have been sold on a DSC (deferred sales charge) basis
when it’s clear this has been disadvantageous to the investor in many, if not most, cases.


Sales prospects/ targets have not been limited to novice investors as the Joint Forum’s
Consultation Paper suggests. Financial illiterates, seniors, new Canadians with language
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difficulties, retirees, the ill and infirm have all felt the bitter taste of unsuitable and indeed,
inappropriate mutual fund investments to meet their needs.


To reduce or prevent this abuse, a education Guide Document (or documents) needs to be
prepared like the one proposed but with much greater substantive content including an emphasis
on highlighting suitability and the relationship of fees to returns. The Guide should calibrate
expected long-term rates of return by asset class. It should quantify risks by providing numerical
metrics that investors can understand. It should point investors to independent data sources and
provide a framework on how to make a mutual fund purchase decision within a portfolio context.


Better communication and disclosure of linked- advice can be achieved by the joint signing of a
POS Checklist document highlighting investment objective, fees, loss/risk tolerance, performance
and risk metrics (see www.investorism.com for example). If used however, such a document
should not be used to relieve sellers of obligations they may not properly discharged.


SIPA believes several of the observations about the historical lack of attention by investors to
Prospectus documents are correct but we don’t agree with the reasons cited. We disagree also
that mutual fund investor sophistication has reached anywhere near a satisfactory level (see
Cartier Partners 2002 Investor test results- www.cartierpartners.com). Jointly reviewing and
signing a Checklist form will, we believe, greatly assist disclosure and seller/ investor
communication. Delivery of Quarterly Reports /notification via e-mail or snail mail is also required
given the turbulence and volatility of modern day markets.


SOME BASIC PRINCIPLES
Before we comment directly on the proposals, we'd like to establish several axioms upon which
our comments are rooted.


• An informed investor is a smarter more discriminating investor
• The majority of mutual fund investors are financially illiterate, or at best unsophisticated-


this seems to contradict the Joint Forum’s central premise that they are knowledgeable.
Even in the U.S., a much more mature mutual fund market, the 2002 Vanguard fund
investors literacy test yielded an average score of 40 percent!  Survey after survey in
Canada has demonstrated that many mutual fund investors are second-order illiterate, that
is, they don't know, what they don't know and therefore don't know what documents are
important, what questions to ask, how to interpret the information that is disclosed or
even the unique and complex terminology used by the industry.


The Mutual Fund Intelligent Glossary prepared by Mr. Kivenko, now over 80 pages long, is
an indication of the large number of specialized terms the industry has created.  A copy is
available should you want it.  A modified version could be a useful Addendum to the
Consumer document the regulators ultimately release.


• Disclosure is an investor protection tool intended to help investors make more informed
investment decisions by leveling the information playing field BEFORE the investment is
made. This includes key facts, numbers and metrics such as the MER and portfolio
turnover ratio. The cost of portfolio transactions needs to be made more visible.


• The disclosure system is tied to KYC and suitability rules. A disclosure system that
assumes investors are willing and able to download files, especially large ones, from the
internet assumes a lot. Most surveys we’ve seen identify the primary uses of internet
access to be email, news/weather/entertainment, chat rooms, basic financial transactions
and for teens, music downloads. Adults & seniors are limited to the simplest most
elementary uses of the internet which a pdf file download is not. ‘Internet access-equals-
download” is a premature, unsubstantiated leap of faith.
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• The mutual fund industry has an exceptionally effective marketing and sales distribution
network and strong influential lobbyists in IFIC, the IDA and the CLHIA


• Canadian fund MER's are nearly one full percentage point higher than those in the U.S. but
unfortunately Canadians do not have easy purchasing access to them


• The primary beneficiary of any new disclosure rules should be unit holders and investors,
not industry participants


• Unlike other investments, mutual fund investors have no investor protection fund (and
pro-investor governance committees are essentially non-existent at this time)


• By its very nature, a mutual fund is rife with conflicts of interest. A recent controversial
regulatory change, which was implemented by exemption orders, now even permits a fund
to invest in its parent and affiliates thus adding to ethics, disclosure and self-dealing
challenges.


• Disclosures under the current system have, by and large, not been effective in preventing
investors from making non-optimal and/or unsuitable purchase decisions.  A large part of
the reason is late disclosure, low quality disclosure and incomplete disclosure coupled
with conflicted linked advice from advisers. This thought is capture in the following
quotation from the Five Year Committee's Draft Report dated May 29,2002:


“… Undoubtedly, many mutual fund managers also see the correlation between success by
the funds they manage and success for themselves.  Nevertheless, the reality of the
Canadian mutual fund industry is that manufacturers of mutual funds are primarily in the
business of marketing their mutual funds and a number of the marketing techniques
employed encourage investors and their advisers to purchase funds that may have higher
fees and expenses than competing mutual funds, either because of successful advertising
or because of favorable compensation structures for advisers who recommend the mutual
funds.


• The financial services industry in North America, including brokers, analysts, mutual
funds, auditors, boards of directors and CEO’s have shown unprecedented greed and lack
of ethics, even a disregard for the law. The words Nortel, JDS, Bre-X and YBM strike fear
into abused Canadian investors. Regulators and regulations themselves have not been
innocent bystanders. Any reforms to disclosure must address this environmental reality.


• A mutual fund is a much more complex financial investment than a GIC, CSB or
common stock


• The approach to mutual fund sales involve subsumed MER’s, nontransparent trailer fees,
a commission grid biased towards higher MER funds, a investor abusing deferred sales
charge system and the use of celebrity speakers (shills) among others-there is thus strong
evidence that the industry has shifted from portfolio management being dominant to being
a marketing game


Starting with these axioms and facts, the following conclusions are applicable:


a. Mutual fund investors need much better regulatory protection than they have had in the
past. The reforms do not address the conflicted advice and huge losses investors have
experienced nor the growing distrust of the fund industry


b. Disclosure involves providing facts on the nature of the investment, fees, fee waivers and
expenses, historical performance vs. the benchmark, risks- qualitative and quantitative,
tax implications, material information e.g. change of portfolio manager, acquisitions/
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mergers merged results etc. and conflicts of interest (perceived, potential or real) and
related party transactions.


c. Disclosure is a communication process-there must be a identifiable discloser and an
identifiable recipient who understands the disclosure and its impact on his/her
investment. The recipient must also be made aware that a disclosure has occurred so it is
essential that investors will at least receive a notification by mail or email that a disclosure
has been made. It is unclear in the reform proposal that this minimum disclosure is to be
made. A  “process owner “ should be defined to be responsible for continuous evaluation
and improvement.


d. Basing the foundation of the new disclosure approach on commission –based advisers
who are at an all-time low level of investor trust appears to be a risky proposition.


e. Investor education for mutual fund investing can be provided by an industry- independent
document, coupled with improvements in elementary and high school financial training.
This training would include an introduction to financial markets, basic mathematics of
finance, mortgages, loans, credit cards and taxation).  We believe this could be
accomplished by a half course at each level. The theory of compound interest should be
taught using real-world examples not theoretical constructs.


f. “Access equals –delivery” as described in the Consultation paper is not an appropriate
investor protection philosophy for a sophisticated product sold to any investor,
particularly an unsophisticated buyer, especially at a point in time where investor
confidence in financial markets is near an all-time low. Access-equals- disclosure does not
constitute actual delivery per the reform proposals. Unfortunately, this philosophy is not
untypical of an industry that is marketing rather than customer driven. Regrettably, the
message coming across is ‘If you want it, you go find it “. It would appear also that the
CSA and Joint Forum are ignoring the SEC’s concerns that lead it to reject the access –
equals-delivery approach. Furthermore, the new Reforms extend the approach to decision
documents like the Prospectus despite the Five Year Committee’s concerns about doing
so. Acceptance of this approach as proposed would be an attack on the foundation of
security law and a dereliction of duty to protect investors.


g. The root causes for the failure of the current approach to disclosure, excluding the impact
of ill-informed, complacent investors, are inadequate regulation and associated
enforcement (even fund names are unreliable descriptors as regulations do not specify a
minimum holding of an equity class, say bonds in a “bond” fund, as is done in the U.S.),
poor quality disclosure documents (see Appendix 1 for a commentary on fund Annual
Reports), partial /incomplete data (e. g. funds disclose only the maximum trailer fees they
may pay, but not what they did pay), a distribution system that is commission driven,
token fund governance and lack of timely/ relevant disclosure of material information.
The classic example of this appeared in a column by Ellen Roseman in the April 13, 1990
Globe and Mail.  In a half page ad in the Globe  & Mail on Feb. 27, Mackenzie Financial
boasted that its flagship Industrial Growth fund had a one-year return of 16.2 percent.
This was based on the period ended November 30, 1989.  At the time, fund companies
could advertise results that were up to 90 days old, despite the fact that more recent
results were available and had in fact been printed in the paper in mid-February.  For the
period ending January 31, 1990 the results were less impressive, a one year return of only
1.8 percent.
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h. National Instrument 81-105, which has been a rule under the Ontario Securities Act since
1998, makes it very clear that no institution (such as a bank) with proprietary funds is
supposed to provide any kind of incentive for its representative to sell its own funds over
other funds it also distributes. According to the OSC, no action (investigation, hearing or
sanction) has taken place because of its existence. Investors may be naïve and financially
challenged, but they are incredulous that this shady and money-driven industry is so
squeaky clean with respect to incentives, compensation and solicitations that there has
been no need for enforcement.


i. Unless the CSA appoints a “Investor Panel” to counter skilled, well financed industry
lobbyists, regulatory decisions, policies and will continue to be based on a biased and
incomplete input. Alternatively, organizations such as SIPA could be funded to get the
“people’s “ perspective.


A poorly educated investor base with $380 billion in mutual fund investments makes this a toxic
mixture for Canadians’ financial future.  A negative option on receiving Annual Reports
encourages and maintains unitholder ignorance and complacency which is surely not the goal a
contemporary disclosure system should be striving for.


When Rogers Cable tried negative option sales of cable channel packages, thousands of viewers
unwittingly bought the new packages until shrieks from consumer groups put an end to the
chicanery.


Mr. Richard Austin a VP at Scotia Securities pointed out in Investment Executive (Mid Feb. 2003)
that only 1 in 900 mutual fund investors requested semiannual reports as evidence that unit
holders don’t want the flood of paper (and presumably don't need it). We do not believe4 his
evidence supports his conclusion. Generally speaking, semi-annual reports are not read/analyzed
by investors because these reports are poorly written, provide minimal useful information and are
even worse than Annual Reports.  They are not requested or read because they are virtually
useless in highlighting issues and problems. Mr. Austin’s comments are akin to saying that
because warnings on cigarette packages haven't totally stopped people from smoking they are
redundant. If quality is improved, they’ll be read by investors.


Mutual fund companies, as responsible corporations, should want, perhaps insist, that investors
in their funds know and understand their investments, how they are doing and how they are
managed.  To believe otherwise is to believe that fund factories wants investors kept ignorant
which surely cannot be the case that the regulatory system is supporting.


ACCESS/DELIVERY BY ELECTRONIC MEDIA


This is not just a matter of telling investors to use the internet. If deemed suitable in Canada, the
fund Company must as a minimum, assume responsibility for certain undertakings. When delivery
by electronic media is utilized, the issuer must:


1. Ensure positive documented investor consent, either selective or global, is formally
obtained and that it is “informed “


2. Advise investor directly by e-mail or mail each time a disclosure is made and how to
access it or to email disclosures directly to the investor


3. Provide access to Adobe Acrobat Reader (assuming PDF is the chosen format) on their
web- site with instructions on how to download
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4. Advise the investor of the system requirements necessary for receipt of documents in PDF
format and warn the investor that download time may be slow


5. Provide no- cost technical service support via a toll-free line during normal business
hours to assist investors with Internet access and downloads or to request a paper copy
of disclosure documents


6. Formally advise investors in writing   (i) of the costs-Internet online costs, printing, (ii)
risks-system outages, viruses  (iii) that while electronic delivery is indefinite consent can
be revoked by mail, email or telephonically at any time without penalty or fee and (iv) no
loss of legal rights if electronic media access is utilized -part of "informed "consent


7. Provide easy reliable access and web- site navigatability
8. Best practices will be used as regards on-screen readability of documents
9. Assume liability for any hyperlinks within disclosure documents
10. Take responsibility and assume liability if a third party site is utilized


We believe these features are not inconsistent with National Policy11-201.A good prototype
consent form was recently used by INCO for the electronic delivery of documents
(www.cibcmellon.com/electronicdelivery). Nortel (NT) also recently offered electronic access to
Disclosure documents including proxy statements and the ability to vote on-line
(www.proxyvotecanada.com). Receipt of NT paper documents is the default option unless
shareholders formally decline receipt or request electronic delivery
(www.investordeliverycanada.com). These can be used as benchmark models by the fund
industry.


We remain concerned also that the industry will be able to effectively and simultaneously manage
two channels of disclosure information-paper and edoc - and that the costs for duality will
ultimately be passed on to all investors in the form of a higher MER.


We would want assurances that the above criteria could not be removed or watered down by
clandestine Exemption Orders.


SPECIFIC COMMENTS
Here are some specific comments on the Proposals:


1. Splitting disclosure into logical pieces is not inappropriate IF joint signing of a POS
document is mandated, everything is clearly cross-referenced, governance boards are
legislated and fund factories prove they can effect co- dependent multi-document
configuration management. However, all of this is useless unless the documents are
actually delivered to investors. The regulatory assumption that “Access-equals-
disclosure” as delineated however just won’t play with investors, is not in their best
interests, is perceived as pro-industry and may have legal implications that will hurt
investors.


2. SEDAR should not be used as an information mode to satisfy delivery – investors should
contact the fund company who presumably will always have the latest and most accurate
information and the legal liability. The fund Company’s web-site should be the primary
information source since they maintain the site, sell the product(s) and bear the
responsibility for disclosure. Under fund company control, downloads or email
transmissions can be optimized and tailored to suit investor tastes. SEDAR could alter,
without prior notice, its site architecture so that navigatability was not optimum.
Furthermore, a SEDAR system outage would deny access to critical information if it were
the only source. As a general principle, a public site that is not under the control of the
issuer should not be used to effect delivery.
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3. ALL of the information required by a investor is not generally known or communicated at
the time of sale - pressure sales tactics could have been used say on a person not versed
in English /French or a senior so the withdrawal rights should be kept in place. We doubt
whether investors have used this as a zero cost put option and in any event, no
substantiating data was provided. Shills like Brian Costello for example have proven the
effectiveness of a brain hijacking “educational seminar”, contributing to unsuitable
investment decisions are routinely made. No existing right of a mutual fund investor
should be removed -investor’s hold too few of the cards to give up anything.


4. Marketing brochures should not be used as a source or substitute source of information.
We have found in these brochures many errors of omission (forgetting to include
benchmarks), use of small font for important notes, promulgation of myths such as Dollar
Cost Averaging, biased & selective disclosure of data and cunning penmanship and
graphing. Marketing brochures are often dated, incomplete and a little too slick to serve as
an objective investor disclosure document. They often contain disclaimer clauses which
negate any legal value.


5. Electronic delivery may be acceptable for some internet –literate investors for non-
decision documents as long as it is a positive opt-in option, can be certificated, kept an
option and reversed on demand without penalty or fee


Prospectus Express® for example, from NewRiver Canada (www.newriver.ca) provides
investors with Internet access to Prospectuses, statements of additional information,
annual and semi-annual reports, quarterly statements, supplements and fund profiles for
all U.S. and Canadian mutual funds from their proprietary database. Using Prospectus
Express, investors can immediately retrieve and view these filings online in HTML or XML
format. However, a majority of investors do not have internet access, are uncomfortable
with downloading especially dial-up, have trouble with ZIP or .pdf files, can’t site navigate
or search well, accidentally delete files and have slow inkjet printers.  Many seniors still
have trouble with ATM’s and VCR’s! Electronic delivery, in effect, shifts the cost of
printing to the unitholder. Hard copy documents, particularly lengthy ones, are more
mobile, much easier to read than a 15 in. or 17 in. monitor and easier to file/retrieve for
most PC user/investors.


6. More and more unitholders/investors do see the value of reading a Prospectus and Annual
Report in apparent contradiction of statements in the report.  The bear market has wisened
up millions of Canadians to advisor/planner sales practices. Indeed, since March 2002,IFIC
reports a $64 billion drop in assets under management.
We have NEVER heard of investors objecting to the costs of Prospectuses or Annual
Reports although anything is possible from an uninformed investor. Disclosure is a cost
of doing business.


We have however heard that they are unhappy with the way the data is presented, its
tardiness, font size, the quality of commentary and the physical location and scattering of
the information (e.g. current year brokerage commissions as a Note at the very back of the
Annual Report, no carry-forward of historical transaction expense data). The lengthy cycle
time from period end to release of reports, 90 days, infuriates unitholders who believe 15
days is more than adequate for unaudited reports and 45 days for audited fund reports.
They are also disturbed that the Prospectus arrives 2 or 3 days AFTER the purchase and
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that fund salespeople, themselves minimally trained, deliberately or through ignorance
downplay the importance of the disclosure documents.


7. Annual Reports should be mailed or otherwise delivered to unit holders unless specifically
asked not to do so. The Annual Report is the barest minimum of information required by a
mutual fund investor. In fact, the disclosure system should insist investors receive it in an
initiative to protect them from themselves. See Attachment II from Mr. Kivenko’s Intelligent
Mutual Funds Glossary. If mutual fund companies and banks don’t want to communicate
with their customers, perhaps they shouldn’t have any.


8. Funds should disclose share voting policies and voting results/logic on their websites to
allay the many suspicions and perceptions of conflicts of interest and to increase
understanding of the fund managers thought processes. It will also help regulators
regulate. This will be all the more important if the Canadian “bank” mergers (“Bank “
includes retail banking but also investment dealers/brokerages, wealth management,
corporate finance and mutual funds) are transacted and a powerful oligopoly created.


9. Consideration should also be given to archiving requirements and record retention
periods for the new disclosure documents. They should all bear issue dates and unique
control numbers.


10. Do not forget to address the issue of web-based or cell phone purchases or switches and
how disclosure can be achieved in these cases.


11. We are concerned with the configuration management of the proposed larger number of
documents and their timely confirmed distribution to all points of delivery and use.


12. The CSA should take immediate steps to permit Canadians to buy U.S. based mutual
funds. This is not inconsistent with NAFTA. We can buy U.S. stocks, why not U.S. mutual
funds to broaden the competitive choices as long as we accept their disclosure system,
which many independent observers regard as superior.


13. Investors, in the interests of clarity, would favor easy to understand information unique to
the fund- with less than 5000 funds in Canada this should not be too onerous. The
foundation and fund summary documents would however have to be of a dramatically
improved quality level that address historical investor and media concerns and complaints
.NI 81-101, NI 81-102 and other relevant regulatory documents would need to be revamped
to provide the legal backbone of such a new regulatory regime.


14. Note also that new high- tech paper printers can provide quality customized print -on -
demand information packages quite economically without the need for large quantities to
be printed. These are sometimes referred to as “Intelligent printers “ as they can
customize the print job based on unitholder data /preferences and consents stored in a
database. “Intelligent “ web based reports sent by email can, through hyperlinking, let the
investor drill down to the level of detail desired.


15. With changes in disclosure, consideration should be given to minimum requirements for
statements and transaction documents.  These are in fact part of the disclosure system.
Personalized rates of return using modified Dietz have proven to be effective well- read
document quality enhancers.
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16. There needs to be a means for monitoring the system for compliance and suitable
sanctions/penalties for breaches. This is where governance boards come in and why we
believe certain reforms must be done in a orderly/logical sequence or concurrently. The
MFDA and IDA have to better articulate their monitoring and enforcement practices. Their
role under the new disclosure system is unclear but the IDA’s dubious history in
proactively protecting investors is a matter of record. Note that a legal challenge is in
progress regarding the IDA as an SRO. (R. Kyle case)


17. Appendix I  “Consumer” Guide is a beginning.  IFIC’s “Investing in Your Future “ booklet
could be the starting point .We think much more work is needed in the areas of linked
advice –trailer fees, the long term impact of MER’s on fund returns, risks including
governance risk which is never identified as a risk, quantitative risk measures, tax
exposure and service request/complaint mechanisms-access to the names, addresses –
physical and virtual and phone/FAX numbers of service quality executives, governance
board members, audit committee members and compliance officers is required. The CSA
should go beyond the Consumer (Investor) Document and offer web-based educational
material directly or to authoritative links. Seminars, quizzes, case studies, contests,
videos, board games like Mutual Mania ®, stimulating crosswords etc + some creative
imagination could dramatically accelerate the education process. Additionally, the CSA
should proactively work with the public education system to introduce Life Skills courses
that would include sections on money management and investing.


18. On a go-forward basis
•  A mutual fund investor protection fund is vital
•  Ethics, voting and governance policies should be disclosed at least via the internet
•  A means for being reimbursed for disclosure misrepresentations should be provided
•  A better operational definition of “material information” is needed


These are all related to the disclosure issue.


CONCLUSION
In summary, here's our take on the Reform Proposals document:


• Investor input to date has been minimal or NIL, industry input has been substantial. The
root causes of poor disclosure system effectiveness in protecting investors have not been
addressed; the symptoms as enunciated by fund Companies’ are being addressed.


• Mutual fund Investors are considered as consumers not clients providing hard-earned
capital for paid professional money management


• One of the “reforms “, that regarding mandatory mailings of Annual Reports, has already
been pre-emptively approved by the CSA via quasi-clandestine exemption orders .The
Saskatchewan   Financial Services Commission makes all mutual funds exempt from
financial statement delivery unless [financially illiterate] investors request them. There is a
perception created, no doubt incorrectly, that regulators have already made up their minds
and the consultation process is merely a PR exercise.


• Investor rights of withdrawal and rescission would be eliminated thus removing the
traditional and valuable cooling- off period for purchases of goods and services


• The number of documents to be reviewed would be increased and fragmented
• The communication flowdown process and channel to the investor is a fuzzy combination


of verbal, reference and written steps based on generally unsubstantiated good faith and
integrity assumptions on the part of advisers, salespersons and marketeers
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• Historical investor complaints about the poor quality, irrelevance and bulk of existing
disclosure documents and the Stromberg Reports remain essentially unaddressed &
deferred to a later unspecified date


• No regulatory prerequisites such as governance boards, share voting disclosure and a
investor protection fund are delineated


• There is no requirement to actually deliver documents or technically support downloads;
“access- equals- delivery”, presumably meaning Internet access (download) from issuer
web- sites would constitute full disclosure and delivery of disclosure documents even if
they have not been accessed. NOTE: The SEC in the U.S. has not moved forward with this
approach due to legal, technical, regulatory, administrative, human factors, limited large
scale internet accessibility, long download times, investor protection principles and
procedural reasons as well as feedback from consumer groups, individuals and investor
advocates.


• Cost savings to issuers’ will be not be disclosed nor necessarily flowed down to investors
in the form of lower fees. Practically speaking however these savings are likely not
material and if history is any guide, will in any event not result in reduced MER’s.


• Investors, demonstrably complacent and busy, would now have to take the time to
formally request Disclosure documents to support their mutual fund investment
decisions-essentially dramatically cutting the likelihood of disclosure and potentially
damaging rates of return & retirement pension plans. Negative options have seldom
proven to be in the consumers’ or investor’s best interests and accordingly this practice is
unacceptable to SIPA.


• Besides pointing out that the SEC has not accepted “access-equals –delivery”, the DRAFT
report of the Five Year Committee chaired by Purdy Crawford went on to say that National
Policy 11-201 states that "referring an intended recipient to a third party website will
generally not constitute valid delivery unless the recipient had previously consented to
this form of delivery. Thus, the CSA would permit an issuer and shareholder to agree
between themselves that delivery obligations can be satisfied by reference to the third
party website. However, the Policy does not, and could not, shift the onus of ensuring that
shareholders receive disclosure documents from issuer to investor.”


• Documents such as a Fund Prospectus relate to a decision or action to buy or a material
change notice which relate to a decision to hold or sell are not differentiated from
information-only documents such as an unaudited semi-Annual report as regards delivery.
No mechanism is provided for investors to know that action or information-only
documents have been released so access would mean continuous surveillance of web
sites, a time consuming chore.


• Educational initiatives would be limited to a industry endorsed Consumer education Guide
document, hardly an encouraging sign given the track record. Accountability (liability) for
this document-APPENDIX I- will rest with no one even if the document is misleading,
wrong or deliberately incomplete. An Investor Panel should review the document since
investors will be the users


•  Monitoring mechanisms, enforcement plans, statistical information and sanctions for
breaches are to be defined later


• The legal rights of investors not requesting Disclosure documents may be compromised.
A legal opinion would be required to determine that lack of due diligence at the time of
investment would not disadvantage an investor in filing a future claim. Conversely, a
collateral damage effect might actually expose advisers and salespeople to increased
liability exposure
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• The reforms appear to be diametrically opposed to Federal, OSC and other regulators’ and
political initiatives to improve investor protection and education in the post-Enron/post-
Nortel environment. The OSC has for instance proposed quarterly reporting for mutual
funds. In the U.S., the House of Representatives is looking into the $6.5 trillion U.S. mutual
fund industry. Questions are being raised regarding the disclosure of “soft” dollars,
opaque fees and portfolio manager pay. Legislation regarding disclosure of voting policies
and records was enacted in January by the SEC after intense lobbying led by unions.
American mutual fund investors are being better protected through improved regulation
and disclosure


• Thirteen + independent regulators would evaluate the effectiveness of the reforms and
hopefully make coordinated, timely mid-course corrections on behalf of investors-we
regard this as unlikely


• The irrelevant cost- benefit analysis will presumably be trivial as there are no benefits to
investors at all but potentially added costs in printing out documents previously supplied
and the loss of the cooling- off period. If the analysis is done from the industry viewpoint
then the definition of “benefit” would have to be allowed a net negative value as the
proposals are regressive, i.e. de-regulatory, for investors. Intermediaries could well face a
net negative benefit due to increased workload and legal exposure.


We can hardly regard these reforms, individually or worse collectively, as pro-investor no matter
how well intentioned. We are not saying this is an example of regulatory malpractice but rather
that investors/advocates were not an integral part of the original inputs. All is not lost. The reform
process is a healthy opportunity to improve investor protection but much more consultation with
investors is required.


Fund governance boards need to be established to oversee the introduction of this new
disclosure regime. The relationship with other mutual fund regulatory reform initiatives needs to
be thoughtfully considered as part of an integrated time-phased improvement plan. The National
Quality Institute (NQI) provides guidance and useful tools  (such as the Ishikawa diagram) for
problem solving and process improvement (www.nqi.ca). Time is of the essence.


As we move deeper into the Information and Investorism Age, fund companies will also have to be
forthcoming with more and better information delivered more promptly.


We sincerely hope that our will motivate and inspire regulators, industry participants and
politicians to provide the necessary leadership. Better regulation provides a benefit opportunity
.The result will be a stronger economy, a welcoming investment environment and more Canadians
better able to control their own financial destiny.


We hope this gives you some useful feedback from the public as it regards the “public interest”.
It would be our pleasure to meet with you and/or your staff to discuss this further.


Ken Kivenko, P.Eng.
Chairman, Advisory Committee
Small Investor Protection Association
kenkiv@sympatico.ca
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Stromberg Reports: Ms. Glorianne Stromberg, a lawyer by profession, has issued two Key reports
relevant to the mutual fund industry in Canada.
1.0 With the release in 1995 of “Regulatory strategies for the Mid 90’s”: Recommendations for


regulating investment funds in Canada”, Ontario Securities Commission member
Glorianne Stromberg dissected and analyzed the mutual fund industry.  Ms. Stromberg
embarked upon a comprehensive review of every aspect of the industry and boldly
proclaimed the need for significant change.  In response to the rather scathing
observations of the Stromberg report in the area of sales practices and incentives, on May
1st 1998 a new national instrument titled “Mutual fund sales practices” came into force.
Under NI 81 - 105, the interests of investors are paramount and conflicts between the
commercial goals of fund companies and the best interests of investors must be
minimized.  NI 81 - 105 restricts certain sales practices between fund management
companies and distributors, prohibiting the payment of money and the provision of non-
monetary benefits except as specifically permitted.  It requires that fund companies deal
with and compensate distributor firms rather than sales representatives directly, and
prescribes parameters for the payment of sales commissions, including trailing
commissions.  It also requires Prospectus disclosure of commissions paid and the
incentives provided to distributors, and to ownership relationships between a member of
the mutual fund organization and a participating distributor.


2.0 In October 1998 a second report entitled ”Investment funds in Canada and Consumer
Protection: Strategies for the Millennium” was prepared for the Office of Consumer Affairs,
Industry Canada. This report (ISBN-0-662-27425-3/code 52487E) examined the
requirements for the reasonable protection of investors and made recommendations to
enhance consumer/investor protection.
The reports are respectively available from the OSC (http://www.osc.on.ca) and Industry
Canada Web sites (http://strategis.ic.gc.ca).


Toronto Star, ”Investment Statements are Hiding Something”, Jan. 6, 2002
(The Portfolio Doctor column)


Weinberg Ari,” Congress takes lid off Mutual, Funds ", Forbes.com, March 12,2003


White, Anne & Guadarrama, Antonio, ”Investigation Report: Electronic Typeface Readability “,
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recommended fonts and references studies showing that the reading speed of electronic text is
28 % slower than printed text)


http://www.fundalarm.com. Fundalarm is a U.S. site run by investor advocate Roy Weitz. It provides
terrific insight into the U.S. Fund industry (the relevance to Canada is very obvious).”FundAlarm is a free,
non-commercial Website. “ FundAlarm has often been accused of taking a simplistic approach to complex
issues. In keeping with that tradition, here's our analysis of one current controversy within the mutual fund
industry:


• Virtually no mutual funds disclose their proxy votes;


• Using the Internet, it would be extremely easy for mutual funds to disclose their proxy votes if
they wanted to;


• Therefore, mutual funds have something to hide.
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What do fund companies have to hide? Well, let's say that General Motors is looking for a fund
company to service its 401(k) plan, and Fidelity discloses that it has voted an important proxy
issue against General Motors in the past. Isn’t it likely that General Motors might decide to give
its business to a friendlier fund company? Examples like that are probably rare, so we suspect
that the fund industry opposes proxy vote disclosure for a more basic reason: Fund companies
don't want to tell the rabble any more than they have to... If funds routinely disclosed their proxy
votes, investors might have one more reason to tie up the toll-free telephone lines, or write an e-
mail, both of which require "customer service". And, of course, any given proxy vote is likely to
antagonize someone, and fund companies have a hard enough time getting customers without
disclosing what they really think or do. Mutual funds control nearly one-third of the equity voting
power in the U.S., and failure to disclose mutual fund proxy votes makes a charade of corporate
democracy. But mutual funds are allowed to get away with non-disclosure, so of course they
don't disclose. "Activists renew push for proxy disclosures," Sarah O'Brien, Investment News,
January 14, 2002


www.ific.ca This is the official web-site of The Investment Funds Institute of Canada (IFIC), an
investment fund industry lobby group. The site includes useful statistics, investor notes and articles.


www.osc.gov.on.ca The official website of the Ontario Securities Commission. The site contains a
downloadable set of Regulations, proposals, educational materials, Annual Report etc.


www.mfda.ca This is the web-site of the Mutual Fund Dealers Association of Canada (MFDA), the mutual
fund industry’s self-regulatory organization (“SRO”) for the distribution side of the industry. The site
contains related links, MFDA rules, by-laws and regulations, a media center and a complaint procedure
with associated forms.


www.nqi.ca   Official web-site of the National Quality Institute. The site contains a wealth of quality and
process improvement related information. The National Quality Institute is a not-for-profit organization that
provides strategic focus and direction for Canadian organizations including government
agencies/departments to achieve excellence, enabling Canada to set the standard for quality and healthy
workplace practices throughout the world. Members include IBM Canada, AT&T Canada, Canada Life,
Xerox, AMEX Canada and Hill & Knowlton. The annual Awards for Excellence are similar to the Malcolm
Baldridge Awards. Ken Kivenko is a member of the Board of Governors.


http://regulators.itgo.com This fact –filled site covers many securities regulatory affairs and issues in
Canada. It is not specifically aimed at mutual fund investors but many of the points are relevant.


www.sipa.to-  This is the official web–site of SIPA, The Small Investor Protection Association. SIPA is a
volunteer member organization committed to fair practice in the investment industry. SIPA was
incorporated (Ontario corporation number 1327366) as a national non- profit organization at the end of
January, 1999, with headquarters in Markham, Ontario. The site contains a library, media links, litigation
and news of interest to investors. Most resources are free to the public but some require membership.
Contact Stan Buell.
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Attachment I


Fund Spy: The Shareholder Letter You Probably Won't See
A plea for more candors and less jargon in managers' messages.
by Gregg Wolper, Senior Fund Analyst | 11-19-02


Candor is likely to be in short supply this holiday season. At family gatherings, countless parents
will swear their cooking-challenged daughter has produced the tastiest turkey ever, and middle-
aged men will chortle giddily when their youngsters give them Spiderman ties for Christmas.
Likewise, the year-in-review letters written by stock-fund portfolio managers, which will appear in
the annual reports arriving in the coming months, probably won't provide a model of forthright
expression.


Some managers, such as Marty Whitman or the Clipper crew, are brutally honest in writing these
letters. They not only concede their mistakes, they explain their strategies and trades with clearly
written details that allow shareholders to understand exactly how their funds work. But most such
letters are short and filled with jargon and numbers. And even when the fund's returns aren't
pretty, the letters often avoid a straightforward discussion of the problems, leaving shareholders
wondering what happened.


It's possible managers will provide candid letters this year. But many of the quarterly reviews
posted on fund Web sites in recent months are already following the typical pattern, so the year-
end reviews probably won't be much different.


In short, you're unlikely to get a letter such as the following. But it would be nice if you did.


Dear Shareholder,


I'm sorry for letting you down this year. Sure, the markets were terrible and it would've been a
miracle to actually make money in 2002. But I should have produced better results than I did. And
I won’t blame the economy, the weather, or Wall Street investment bankers. I made some
mistakes; they're my fault.


I could shift the focus here and point out that the fund only lagged our benchmark index by half a
percentage point and that some of our peers lost just as much money as we did. But I’m a
shareholder just like you are, and that's not what I would want to hear when the fund has suffered
a double-digit loss.


Instead, on the next page you'll find a chart listing the most harmful errors I made during the year.
The list is long, and it includes trades made as well as some I failed to make. For each move that
backfired, I explain my thinking and where it fell short. I 've also listed the lessons we learned
from those mistakes. For the sake of my own pride--and also in fairness to our analysts here— I
also cite and explain a few moves we made that worked out well. Fortunately, the fund did have
some winners.


I must also tell you that because of the losses and withdrawals by some shareholders, the fund's
asset base shrank. When that happens, a fund's expense ratio usually climbs.  I am trying to
convince my colleagues here to absorb some costs so that expenses won't increase. You
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shouldn't have to pay more simply because the fund lost money and other shareholders departed.
So far, my colleagues have not responded with glee to my suggestion.


I've been candid about my own shortcomings. Now, I hope you won't mind if I turn the tables for a
moment. If you, as a shareholder, are irritated that I didn't deliver a much more limited loss this
year, I understand and share your feelings, as I 've noted above. But if you are angry that the fund
lost any money at all--if you're convinced we should be posting gains every year, every quarter,
no matter what-- then perhaps you should reconsider whether this fund has a place in your
portfolio. I respect all of you and would like to retain all of you as shareholders, but it's important
to recognize that stocks and stock funds will inevitably suffer losses at times.


This closing paragraph is where the manager often writes how things are looking up now, which
means next year the market--and the fund--will almost surely post comfortable gains. But I won't
say that. I have never been able to predict how the markets will perform. I do, however, promise
that I will learn from my mistakes and will work as hard as I can to post the best performance
possible for our fund. If you look at our long-term record, you'll see that I 've usually been more
successful than I was in 2002--even if that has meant limiting losses instead of posting gains. I
will make every effort to return to that form. Thank you for your patience,


Your portfolio manager


Attachment II  -extract from “Intelligent Mutual Fund Glossary”
“Annual Report: Audited financial document required by the CSA’s and securities regulation to be
sent to a mutual fund’s shareholders/unitholders at the end of each fiscal year. The document
contains the financial results/returns for the year (including a statement of financial highlights,
statement of net assets, statement of changes in net assets, description of operations, some
marketing hype, a complete listing of portfolio holdings including book and market values and
applicable NOTES) and general commentary on the outlook for the future. It is an integral part of a
company’s disclosure system. The Annual Report is a key document for unitholders in assessing
a fund’s performance and suitability. Not reading it can be hazardous to your financial health. Too
often, general comments about the economy are made or some philosophy is presented with no
real value to the reader. What unitholders deserve and are often denied is an honest discussion of
results of whether the fund kept up with the market and peers. All Annual Reports for mutual
funds incorporated in Canada are available from the Fund Co. or on SEDAR  (www.sedar.com) for
free.  At present, a semi-annual report is also required but it must be requested. Unlike
corporations, mutual fund quarterly reports are not required at this time. (A controversial Dec.,
2002 OSC precedent- setting exemption ruling will allow mutual funds to stop automatic mailing of
Annual Reports to already under-informed investors. “Bates, a former chief executive in the fund
industry agrees that much of the costs associated with the Annual reports were a waste in the
first place because so few investors take the time to read through the document. “There’s no
question that for many recipients it tends to end up in the category of bulk mail. In many cases,
it’s superfluous. For people that want it, they make a choice or you can get it tangibly online.”
Source :Investment Executive Jan., 2003). A truly disrespectful view of Canadian
unitholders/investors). See also Annual Information Form, Disclosure and Window dressing “


Some extremists, fed up with the games, have floated the idea of a WARNING on the front cover of
Annual Reports that might be useful in preventing some of the mal-advised investments of the
past and actually promote investor education.


WARNING: This Annual Report contains important information regarding the performance and
management of the designated mutual fund. Failure to digest its contents may result in inappropriate
investments, inferior rates of return, excessive fees and/or undue exposure to income taxes.
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ATTACHMENT III


Poor Quality & design
of Disclosure
Documents/Incomplete
Disclosure


Overwhelming
Marketing/inappropriate
sales practices


Dysfunctional Disclosure
 System
• Unsuitable investment
• Wrong asset mix
• Excessive fees paid
• Decreased returns (or
outright losses)


Compensation
grid/conflicts- of –
interest/unwillingness to
refer to or use Documents


Late
Arrival/Non
-delivery


Lack of Currentness,
awareness, communication,
understanding


Misleading
advertising
/Inappropriate
product design/
use of myths &
shills


Inadequate
Regulation
& Enforcement Limited Investor


Financial Literacy


ISHIKAWA DIAGRAM:
ROOT CAUSES OF DYSFUNCTIONAL DISCLOSURE












OVERVIEW OF THE SITUATION  
 
 
Question 1 Do you agree with our description of the disconnect between theory and practice in this part 


of the consultation paper?   Are there any differences between segregated funds and mutual 
funds that we should keep in mind as we work to improve their respective disclosure 
regimes? 


 
We fully understood the analysis of the present situation you present. We can immediately confirm 
that the practices and documents in force are inadequate and do not meet our consumers’ needs, in 
addition to generating substantial costs. 


 
The differences between segregated funds and mutual funds will involve adjustments in the texts 
but, in our opinion, should not affect the organization of the documents as such. 


 
Question 3 Our proposals will require operators to post the foundation document and the continuous 


disclosure documents for each fund they manage on their web-sites. The IVIC used by an 
insurance company for its segregated funds would also have to be available electronically 
and in paper (on demand). Please comment on the pros and cons of this approach. 


 
We agree to consider that making a document available on the web-site is equivalent to distributing 
it. The Internet will allow more frequent updates of the information presented and will reduce printing 
costs. 


 
The main benefit of this proposal is monetary and concerns the abolition of mailing of financial 
statements to the consumers. In addition, more frequent updates will be possible on the web-site. 
Sales representatives and consumers will thus be assured that they obtain the most recent and the 
most accurate possible information. 


 
However, we wonder whether the IVIC legally implies that the investment policies (included in the 
foundation document) are delivered in paper format upon signing of the contract. It would be 
necessary for the regulators concerned to rule on this point to validate the legality of the contract 
when the policies are made available without being delivered in person. 


 
 


THE FOUNDATION DOCUMENT 
 
Question 4 We recommend that consumers have access (either electronically or if they wish, in paper) to 


an individual foundation document for the fund of their choice.  Would it be possible or 
advisable to allow a foundation document to describe more than one fund -- for example, all 
of the funds in a fund family?  Why or why not?  How would such a document work? 


 
We consider it excessive to produce a document for each fund, given that some of the information 
will be identical for different funds (the purchase and buyback method, risks, suppliers and coverage 
can be summarized for each asset class).  


 







Since this document will mainly be a practical element for the sales representative and a reference 
tool on our web-site, we prefer that there be only one document with a section common to all funds 
and a section that summarizes, in tabular form, for example, the features of each fund (the 
objectives and detailed strategies). This method would avoid unwieldy and useless repetition. 


 
We hope to have the possibility of bringing this document into line with the legal documents we must 
use (contracts) and of including a section on guaranteed deposits. Even though these products are 
not subject to the same regulations, it would be much more practical for a consumer to obtain 
information on his purchase in a single document that encompasses all the other products offered. 


 
 


THE FUND SUMMARY 
 
Question 6 Please give us feedback on the practical issues we outline in the text box above.  Please 


explain how marketing brochures or other sales communications are distributed and kept up-
to-date today, both at the operator and sales representative levels. 


 
This summary will certainly be a practical and complete sales tool. However, it would be useful to 
establish a reasonable frequency that will adequately inform the sales representative, in the first 
place, but will avoid overly frequent updates of documents and web-sites.  


 
It will be possible to find the summary on the web-site and download it in PDF format. Thus, the 
sales representative and the consumer will both have access to the most recent information. In our 
opinion, it is unrealistic to produce paper copies of each summary and provide them to the sales 
representatives. This practice would be extremely complex and would increase our costs 
considerably. Moreover, we doubt that the sales representatives can easily manage dozens of 
different summaries for each operator with which they do business.  


 
However, we could periodically provide the sales representatives (twice a year, for example) with a 
copy of the “general guide to available funds”, which we describe in Question 9 below. This guide 
would include all the summaries. In these mailings, we would instruct the sales representatives to 
throw out the previous version of the document. 


 
However, nothing would prevent more frequent updates on our web-site (quarterly, for example), 
and both sales representatives and consumers could download these versions or call our Customer 
Service to obtain paper copies. 


 
Question 7 Please tell us about your business practices now using the existing disclosure documents.  


Do you use them in the sales process?  Do you give them to consumers before a sale is 
completed?  If we require you to give a printed fund summary to consumers before the sale, 
what impact will this have on your existing business practices?  What about telling 
consumers what the fund summary says rather than always giving them a printed copy?  Can 
we achieve our objectives of empowering consumers to make informed investment decisions 
without mandating a fund summary? 


 
We do not think that it is necessary to impose the delivery of a specific document upon the signing of 
the contract. A disclaimer on the form specifying that the consumer recognizes that all the 
information has been offered and made available to him is sufficient. We believe that it is the 
consumers’ responsibility to obtain information before signing. There are many means at their 
disposal for this purpose. 


 







 
Question 8 Kindly provide us with your views on the proposed content of the fund summary document. 
 


We are satisfied with the proposed. However, in view of the growth of funds of funds, it would be 
particularly important to rule on the presentation of past returns, using a fund’s return history, for 
example. The Best practices draft deposited by the CLHIA in this regard is a first step in this 
direction, but many questions are still unresolved on how to harmonize these returns with those of 
the segregated fund itself. 


 
Moreover, as we point out in the section entitled “The Continuous disclosure record”, the “regular 
statements of fund performance” could be included in the summary to avoid production of a useless 
and repetitive document. 


 
 
Question 9 What are the pros and cons of a fund summary document that includes information on more 


than one fund?  Why is a consolidated document desirable, having regard to the potential for 
consolidated documents becoming unwieldy? 


 
We have the clear impression that the loose-leaf format will have one major disadvantage: sales 
representatives will have trouble presenting comparisons of the funds and asset classes and will 
have difficulty navigating through this large quantity of loose paper. This is why we are considering 
the creation of a “general guide to available funds”. 


 
We are considering the possibility of creating a document for sales representatives that would 
include all the fund summaries to serve as a user-friendly reference tool. This general guide to 
available funds would easily allow them to make a first comparative approach for consumers who 
have no idea of the asset classes in which they should invest and who are hesitating among several 
groups of funds. This guide would only be intended for sales representatives. The separate 
summary will be available in PDF format on the web-site and can be printed for distribution to the 
consumer, if he so wishes. 


 
This general guide could include an additional section, intended solely for sales representatives that 
would provide them with additional information on commissions and specialized financial information 
that could be useful in the sales process, without being accessible to the average consumer. 
 
THE CONTINUOUS DISCLOSURE RECORD  


 
The “regular statements of fund performance ” included in this file pose certain problems for us and 
would require additional clarification. 


 
In the first place, its frequency of production, if it is different from the frequency of production of 
financial statements, requires the creation of a separate second document, which goes against the 
objective of producing as few different documents as possible. 


 
Moreover, we consider that the fund summary will perform this role of providing information on 
returns. We do not see the necessity for duplicating return information in this way. If, by “regular 
statements of fund performance”, you primarily mean the “Financial Highlights”, these could continue 
to appear in the financial statements, at the same frequency. 


 
If the consumers, after the sale, wish to obtain more information on the performance than is provided 
in the financial statements, they can ask to receive the summary or look it up on the web-site. 







Indeed, even though the summary is primarily intended for consumers before the sale, the 
information remains relevant after the sale.  


 
 


CONSUMERS’ GUIDE 
 
Question 10 Please provide us with feedback on the practical questions we note in the text box above. 
 


This guide should be a standard tool written by the authorities concerned. However, we would like to 
have additional details on the printing and distribution process for this document. Who will produce 
it? Who will pay the printing costs? If each company prints the document, will the authorities have to 
approve these documents? Is it foreseeable that the authorities will produce the document, providing 
a certain quantity on paper to the companies and providing the document electronically?  


  
Question 11 Please comment on the content of the draft consumers' guide in Appendix 1. 
 


The text proposed in Appendix 1 is interesting but we consider that an attempt should be made to 
standardize the information of the segregated funds and the mutual funds to avoid confusion.  


 
 


PRACTICES AND COSTS 
 
Question 12 Please comment on cooling-off periods in the context of mutual fund and segregated fund 


sales.  If you believe one should be retained (or introduced in the case of segregated fund 
sales) please explain why.  How should such a cooling-off period work given the changes in 
the market value of funds?  How can we prevent market players from using a cooling-off 
period to play the markets?  What would be a correct period for consumers to re-consider 
their investment? 


 
We do not believe that it is desirable to offer consumers a rethinking period after the purchase. A 
disclaimer on the form specifying that the consumer recognizes that all the information has been 
offered and made available to him is sufficient. We consider that it is the consumer’s responsibility to 
obtain information before signing. In addition, such a period would cause many administrative 
complications. For example, it would be necessary to institute a mark adjustment system in the 
event the market drops during the reconsideration period. 


 
 
Question 13 Although we will be preparing a formal cost-benefit analysis, we are interested in your views 


on the costs versus the benefits of our proposals.  Please comment and explain your 
analysis. 


 
The main monetary benefit of these proposals concerns the abolition of mailing a paper copy of the 
financial statements to consumers. Since this dry and bulky document is almost always thrown out 
as soon as it is received, we will save money without sacrificing essential information. 


 
However, the costs of producing documents and mailing them to the sales representatives would 
increase according to the document update frequency. We propose a systematic semi-annual 
mailing of the “general guide to available funds”, with the mention that the summaries are updated 
more frequently on the web-site. The foundation document could be mailed only in the event of 
major updates. In short, with the aim of reducing costs, we believe that it would be possible to 







transmit paper copies to the sale representatives at reduced frequencies, while notifying them that 
they can visit our Web site or call our Customer Service for more frequent updates.  


 
We would like to know whether the analysis of the situation and the proposed solutions only concern 
individual products, or whether group products will be included in your recommendations.  


 
 








April 30, 2003


Joint Forum of Financial Market Regulators
c/o Stephen Paglia, Senior Policy Analyst
Joint Forum Project Office
5160 Yonge Street, 17th Floor, Box 85
Toronto, ON, M2N 6L9
e-mail: spaglia@fsco.gov.on.ca


Dear Sirs & Mesdames:


Re: Request for comments on Consultation Paper 81-403 (the “Consultation Paper”)


We have reviewed the Canadian Securities Administrators (“CSA”) and Canadian Council of
Insurance Regulators (“CCIR”) Consultation Paper and welcome the opportunity to provide you
with our comments.  TD Asset Management Inc. (“TDAM”) shares the aims of the Consultation
Paper.  We believe that the mutual fund industry can only benefit from efforts to harmonize point of
sale disclosure and improve the way information about mutual funds and segregated funds is
conveyed to consumers. As an ongoing business, however, we are very concerned with the impact
some of the proposals in the Consultation Paper would have on our business and urge that the
principles discussed in the Consultation Paper be carefully considered from all perspectives to
ensure a workable regime is agreed upon.


By way of background, TDAM is one of Canada’s largest managers and advisers of investment
products with approximately $110 billion in assets under management.  TDAM provides mutual
funds, pooled funds, segregated fund management, and investment advisory services to individual
customers, pension funds, corporations, endowments, foundations and high net worth individuals.
The TD Mutual Funds division of TDAM is the sixth largest mutual fund manager in Canada
managing approximately $28 billion in retail mutual fund assets on behalf of more than 1.4 million
investors.  The TD Quantitative Capital division manages approximately $33 billion in mutual and
pooled fund assets, primarily in index and quantitative portfolios on behalf of institutional investors.


TDAM applauds the concept of the foundation and fund summary documents, the “access equals
delivery” approach and the introduction of the Consumers’ Guide.


The following represent our central concerns with the Consultation Paper:


• The foundation document and the fund summary document should both fall under the
“continuous disclosure regime”. Both documents (not just the foundation document) should be
“evergreen” and provide the opportunity to include information on more than one fund.
Managers should be allowed the flexibility to prepare them with all of the funds in their fund
families or as they see fit, which is consistent with the current approach to disclosure.
Clarification is required with regard to their content.
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• Time-sensitive information pertaining to performance data and Management Expense Ratios
(“MERs”) should be referenced in the fund summary document, with current performance
information and most recent MERs being made available on the manager’s web site and
SEDAR.


•  “Access equals delivery” should also be applied to the fund summary document. Alternatively,
if delivery is required, consumers should have the right to waive its delivery.


• Two Consumers’ Guides should be prepared, one on mutual funds and the other on segregated
funds.  The document should be available to all investors and not be specifically required to be
offered to novice investors at the early stage of the sales process, as the execution of the
proposed requirement will not always be practical. The Consumers’ Guide may be more
effective and less confusing if information on mutual funds and segregated funds is not
presented in the same document.


Our response is divided into three parts.  In the first part we respond to certain specific questions
raised by the CSA and CCIR in the consultation paper.  Part II includes general comments
addressing other issues raised by the Consultation Paper and offers recommendations as to how
some of the requirements can be improved.  The final section summarizes our conclusions.
References below to a “company” are to a mutual fund’s manager.


Part I: Specific Questions of the CSA and CCIR Concerning the Consultation Paper


1. Do you agree with our description of the disconnect between theory and practice in this part
of the consultation paper (page 12)?  Are there any differences between segregated funds and
mutual funds that we should keep in mind as we work to improve their respective disclosure
regimes?


We agree that there is a disconnect between theory and practice as outlined by the Joint Forum on
page 12 of the Consultation Paper and applaud the Joint Forum’s efforts to address this.


Prospectus disclosure is not a particularly useful way to help a customer make a purchase decision
as the document is not generally read and is usually provided to the customer after the purchase
decision has already been made. In addition, the sheer volume of information makes the prospectus
overwhelming, which prevents the disclosure regime from working as intended.


The introduction of the proposed four-part disclosure regime with the “access equals delivery”
concept introduces significant improvements over the status quo.  We, however, respectfully
suggest that the Joint Forum give further consideration to the practicability and execution of some
of the proposed requirements. We outline our concerns in greater detail below.


Further, as it continues to work to improve point of sale disclosure, the Joint Forum should keep in
mind, that segregated funds and mutual funds are structured differently.  The Joint Forum needs to
recognize that segregated funds are contract based while mutual funds involve ownership of a trust
or corporate security. This distinction results in conceptual and practical differences between these
products that impact the type and timing of sale disclosure.
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2. If you are a mutual fund industry participant (either a fund manager or a sales
representative), please comment on your experience with the rights of rescission and
withdrawal.  Have you or your clients ever exercised them?  Do they work in practice to give
consumers real (as opposed to theoretical) rights?  If you are a consumer, please tell us
whether you knew you had these rights and whether you have ever used them.


Generally speaking, too few customers and front-line staff understand these rights or how to use
them.  The rights, as they currently apply throughout the industry, are geared toward different ends
and operate inconsistently across provinces, as has been clearly outlined in the Consultation Paper.
TDAM has had minimal experience with people using these rights and we understand that other
fund managers are in a similar situation. There is consensus in the mutual fund industry that
occasionally a small minority of more sophisticated investors have used the rights and may have
abused them.  In any event if more emphasis is placed on these rights it may well lead consumers to
‘market time’ their mutual fund purchases by using these rights as a free ‘put’ option.  It is thus our
position that rights of rescission and withdrawal are, at best; theoretical rights that are open to abuse
and should be eliminated.  The proposed availability of information before a purchase decision is
made obviates the need for statutory cooling-off period(s).


3. Our Consultation Papers will require operators to post the foundation document and
continuous disclosure documents for each fund they manage on their websites.  The IVIC
used by an insurance company for its segregated funds will also be available electronically
and in paper.  Please comment on the pros and cons of this approach.


The availability of a range of document delivery options being made to customers, especially in
light of the “access equals delivery” approach, is certainly a highlight of the Consultation Paper.
Ideally, customers should always select the documents they wish to receive and determine those
they choose not to receive.  This will both alleviate the many customer complaints that we have
received in the past surrounding the abundance of unwanted documentation that we have been
required to send and reduce the funds’ costs of printing and disseminating these documents.


The Consultation Paper raises issues, however, that need to be addressed. In particular we believe
that it is impossible to make point of sale disclosure documents available on the web to all
purchasers through every sales channel simply because not all consumers have Internet access.


In addition, research performed by TD Mutual Funds shows that a significant number of customers,
who do have Internet access, do not always have the desire or ability to download and print
documents from a web-site.  Many customers still prefer paper-based documents that are mailed to
them, while there is also a large number that do not want the documents in any form.


Sales representative should not be permitted to fulfil delivery requirements through printing and
delivering web-posted documents, as there is no assurance they will provide the most current
version of the document. A prohibition of this type would prevent obsolete documentation being
presented to consumers as stocking printed versions of web-posted documents cannot be controlled
by the manager. Another consideration is that web downloading could clearly be impractical for the
adviser who is on the road.
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TDAM strongly supports ‘access equals delivery’ as a convenient and financially prudent approach
even though we are aware that this concept may well be unpopular with some consumers and sales
representatives.


4. We recommend that consumers have access (either electronically or if they wish, in paper) to
an individual foundation document for the fund of their choice.  Would it be possible or
advisable to allow a foundation document to describe more than one fund – for example, all
of the funds in a fund family?  Why or why not?  How would such a document work?


TDAM is supportive of the proposal that a consumer can have access (either electronically or if
they wish, in paper) to the foundation document and delivery will only become necessary if the
consumer requests a copy.   However, it is not our view that foundation documents should be
restricted to an individual document for each fund.


In addition to the administrative difficulties posed by having an individual document for each fund,
for both fund companies and distributors, we are of the view that consumers may not be well served
by this type of disclosure.  They usually hold, purchase or want the opportunity to transfer within
several funds in a fund family and a single document would no doubt seem more appropriate.  In
addition, having one foundation document for each fund would impede the consumers’ ability to
easily compare several funds from the same family; instead of examining one consolidated
foundation document they would be examining several foundation documents.  This may well
create unnecessary repetition, work and cost for funds, which ultimately would negatively impact
consumers.


We strongly recommend that related funds be included in the same document in a manner that the
fund company chooses. In other words, fund companies should be allowed the flexibility to group
funds in the foundation document in a way that they think most useful and appropriate for
consumers and sales persons.  Also, it is important to note that any required amendment to the
foundation document would most likely affect many or all of the funds in a fund family.  This
would result in multiple revisions, separate re-filings and approvals and increase the probability of
errors or omissions.  The current system that allows the flexibility proposed by TDAM works well
and has not been the subject of debate or difficulty to our knowledge.


5. We propose that mutual fund managers make the various documents available on their
website, notwithstanding their availability on SEDAR.  Are SEDAR postings, alone,
sufficient? Is the SEDAR system structured appropriately to fulfil this function?  Please
comment on the usefulness of SEDAR for accessing individual disclosure documents about a
mutual fund.


SEDAR, which is designed to provide public availability of information and allow industry
participants to file securities documents and remit filing fees electronically (thereby saving time and
money), is not sufficiently user-friendly as currently constituted.  Consideration should be given to
making it more user-friendly.   Despite recognizing that SEDAR could have a legitimate role in
point of sale disclosure, TDAM would ultimately prefer its documentation to be available on its
own web-site.  Issuers will have liability on point of sale disclosure documents and they should
therefore remain within their control.
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6. Please give us feedback on the practical issues surrounding fund summary documents. Please
explain how marketing brochures or other sales communications are distributed and kept up-
to-date today, both at the operator and sales representative levels.


TDAM is of the view that it would be most practical for fund summaries to be organized by fund
family as consumers usually consider more than one fund from a family when making a purchasing
decision. The contents and format of the fund summary should be prescribed to ensure
comparability between funds. Requiring a separate fund summary for each fund is not practical and
denies or complicates the consumer obtaining the benefits of comparing related funds.  From the
perspective of a sales representative involved in a face-to-face sales process, a single fund summary
document organized by fund family is a more practical means of supplying information to the
consumer.  If the regime proposed in the Consultation Paper were to be adopted we envisage that an
advisor would be forced to shuffle through numerous sheets of fund summaries during the sales
process making it very cumbersome and confusing to the consumer. This may also put the onus on
the advisors to decide in advance which funds to recommend and to ensure that they carry the
relevant supporting documentation with them to the consumer.  It could also require two or more
visits with a consumer in order to complete the transaction.  Such a scenario is not to the advantage
of either the consumer or the advisor.


The Consultation Paper provides that fund operators will be permitted to prepare fund summaries
on a periodic basis, tied to the timing of performance updates.  It is unclear what performance
updates are contemplated.  While we agree that performance information is highly relevant, we are
concerned that the frequent provision of new disclosure documents by a multiplicity of funds will
have negative systemic effects.  We do not believe that distributors will be able to ensure that only
the most current versions of fund summaries will be utilized.  Therefore we believe that current
fund performance data and MERs should be available on the company’s web site and SEDAR.


The proposed sales process suggests the fund summary document must be offered to or reviewed
with the consumer before the sale. While this may be accomplished during a face-to-face sale, it
raises problems with regard to sales that occur over the telephone or electronically. Reviewing the
fund summary document during a sale over the telephone contemplates a lengthy and laborious
conversation that we believe, neither the consumer nor the sales representative is interested in
having.  Furthermore there is no guidance given with regard to the requirements that are necessary
to review the document.  A line-by-line recitation would obviously be inappropriate.  Between this
extreme and saying nothing there is a range of possibilities that would seem to be very difficult to
regulate. In any event, it should be made clear that a distributor providing an oral review of the fund
summary document does not do so as agent of the fund manager or fund unless the distributor has
been so appointed.


The Consultation Paper suggests as one option that offering the document would be sufficient to
fulfil the delivery requirement.  This suggests that the consumer will have the option to waive the
right. If that is the case, the ability to waive the right should be explicit. There may also be instances
where the consumer wants to see the document and not delay the sales process.  Given these
dimensions, the sales process can become very frustrating.  Rather than interrupt the sales
conversation to create a two-step process we recommend that the sale be allowed to continue at the
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consumer’s sole discretion, if the documents are not provided immediately. This should be done
without the need to provide a cooling-off period for the consumer.


TDAM wishes to emphasize that providing a cooling-off period under any circumstances in the
ordinary course with regard to the purchase of mutual funds and segregated funds would be
inconsistent when most other securities (including the securities purchased by mutual funds) can be
purchased without such safeguards.  We believe that the argument that mutual fund and segregated
fund purchasers are less sophisticated than those purchasing shares of listed companies or
alternatively that mutual fund salespersons are more aggressive than securities advisors, does not
apply.  Our records show that novice investors hold 22 % of our mutual fund accounts with assets
amounting to 13% of assets under management. The remaining 78% of unitholders claim to have
investment knowledge ranging from “fair” to “excellent”.


TDAM is not convinced that there is any difference between a mutual fund transaction and a
secondary market stock or bond transaction that would necessitate the delivery of a summary
document for the former and not for the latter. The CSA has acknowledged that the new issue
model is not particularly appropriate to mutual funds having regard to the ample information about
them in the public domain through the “continuous disclosure regime”, the media, performance
reporting services and over the Internet.  Further, these issuers are (other than with respect to the
frequency or entitlement to redemption as a selling mechanism) functionally little different than
ETFs, closed-end investment companies and even corporate holding companies that are listed and
traded on stock exchanges.  In light of the proposed enhanced “continuous disclosure regime” for
mutual funds and Bill 198 in Ontario, reliance on the “continuous disclosure regime” will be further
enhanced.  We believe that the continuous disclosure record in each case provides the appropriate
information necessary to make an informed investment decision.  Accordingly, we are of the strong
view that there should be no pre-sale delivery requirement and the “access equals delivery” concept
should be extended throughout the entire point of sale disclosure process.


TDAM recognizes the need for consumers to make informed investment decisions, but feels this
can be accomplished with adequate training and regulation of sales staff rather than by placing
regulatory requirements on the sales process that may not work as intended and / or be difficult to
enforce.


7. Please tell us your business practices now while using the existing disclosure documents. Do
you use them in the sales process?  Do you give them to customers before a sale is completed?
If we require you to give a printed fund summary to consumers before a sale, what impact
will this have on your existing business practices? What about telling consumers what the
fund summary says rather than always giving them a printed copy?  Can we achieve our
objectives of empowering consumers to make informed decisions without mandating a fund
summary?


Currently, TDAM’s affiliates’ clients typically do not use existing disclosure documents during the
sales process, as they are unwieldy, do not necessarily have the most current information and are
not optimal to the investor or the advisor.  TDAM’s affiliates offer a variety of sales materials, such
as electronic wealth allocation models, C3 calculators etc. and provide selective information from
the disclosure documents to the extent necessary to explain the investment.  We also have limited
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sales collateral materials.  In the retail environment, the disclosure documents are mailed out to the
consumer after the sale takes place. In the independent advisor channel, the advisor is responsible
for fulfilling the delivery requirements. However, our suspicion is that these documents most likely
end up being discarded by consumers shortly after they are received and this is supported by the
results of TD Mutual Funds’ research. In any event, by maintaining a centralized fulfillment
function, we can better control the process of disseminating disclosure documents.


TD Mutual Funds research showed that investors prefer one-page fund profiles and by and large,
receipt of information through the mail.  We believe that providing the fund summary document
before a sale should be optional (at the discretion of the consumer) and not obligatory, as delivery
of the fund summary document before the sale will have a tremendous impact on our existing
business and sales practices.  We expect difficulty in ensuring that current documentation is being
used if frequent changes to fund summaries are made. Advisors will be overloaded with paper in
order to maintain an adequate supply for all the funds that they sell particularly if separate
individual fund summaries are required. The implication of the proposed requirement should be
considered for telephone and electronic sales in both the advice and non-advice channels.
Regardless, as previously stated, TDAM is not convinced that there is any difference between a
mutual fund transaction and a stock or bond transaction in the secondary market.  There should be
no requirement for the delivery of a summary document for a mutual fund transaction if there is no
similar requirement for a stock or bond transaction in the secondary market. We are of the strong
view that there should be no pre-sale delivery requirement.


In addition, many dealers, particularly large discount brokers and some of the larger mutual fund
dealers offer several thousand different mutual funds and the logistics of fulfilling the proposed
requirement would be staggering.  They will be forced to tell consumers that documents will be
mailed to them and that the sales process can be completed only after they have had the opportunity
to review them.  If document fulfillment is done from a central source, consumers in different parts
of the country will experience different lag times until documents are received and orders can be
placed. Some of these lag times may be unduly long particularly in volatile markets.    This could
result in frustration to both the consumer and the sales representative and may well deter
investments in mutual funds in favour of functionally equivalent products such as ETFs where the
pre-delivery requirement does not exist.   We once again strongly suggest as a minimum that
“access equals delivery” should apply here with a specific requirement to fulfil the delivery process,
upon request, within a required time frame.


The question was raised as to whether we can achieve the objectives of empowering consumers to
make informed investment decisions without mandating a fund summary review and we believe the
answer is ‘yes’.  Novice investors will have the availability of the Consumers’ Guide in addition to
the abundance of educational information that fund companies currently distribute.  More
experienced investors may have done their own research prior to contacting the sales
representatives.  Other investors rely on the expertise of their advisors and it is expected that they
will usually waive the option to receive the disclosure documents in any event.
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8. Please give us your views on the proposed content of the fund summary document.


Substantial consumer confusion could result from different fund families’ approaches to the
discussion of risks and investment objectives and strategies between the fund summary and the
foundation document, particularly if one of each is required in respect of every individual fund.  To
avoid this, it would be necessary for uniformity of content and form in the display of this type of
information. Useful and high level information should be included in the fund summary, leaving the
detail to the foundation document.


As mentioned above, time sensitive performance information should not be disclosed in the fund
summary document.  Rather, managers should be allowed to produce current performance
information separately, to be used in conjunction with that document without the need to include
performance information. The fund summary document could fall under the “continuous disclosure
regime” and be “evergreen”.


9. What are the pros and cons of a fund summary document that includes information on more
than one fund? Why is a consolidated document desirable, having regard to the potential of
consolidated documents being unwieldy?


Having a fund summary document that includes information on more than one fund is desirable
because consumers look at more than one fund when making purchase decisions.  A consolidated
document does not have to be unwieldy.  These documents can be consolidated for example, by
asset class, fund category or even by risk level.


From a practical perspective, as more one or two-page documents are given out in respect of each
fund considered, consumers may once again be subjected to too many pieces of paper and too much
information, just what they continue to complain about.  Sales representatives are unlikely to carry
dozens of one or two-page documents in a briefcase.  TDAM currently manages 111 funds of
various sorts; this would require 111-222 pages for 111 fund summary documents in a briefcase for
a sales representative to have just one of each available at all times.


If all funds in a family, asset class or fund category can be effectively compared in one concise and
useful summary outlining major individual features, a more useful and navigable document would
be created. Fund managers and salespeople have a common interest with consumers to ensure the
effective transmission of information for a more satisfying mutual fund purchase experience.


10. Please provide us with feedback on the practical questions raised by the consumers’ guide.


Not all firms offer both segregated funds and mutual funds, which may make the inclusion of
information about both types of investments in the Consumers’ Guide confusing to consumers.   A
mutual fund sales representative who does not sell segregated funds may not be adequately trained
to answer questions on segregated funds and the same may apply to a segregated funds
representative who does not sell mutual funds.  Ideally, two Consumers’ Guides should be prepared,
one on mutual funds and the other on segregated funds.  We would recommend separate books for
separate audiences.
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The authors of the Consumers’ Guide should be conscious of the varying practices of fund
companies.  Currently, quarterly account statements are distributed to all of our client name
accounts while some dealers and fund managers may issue statements more or less frequently.  The
language in the Consumers’ Guide may not accurately reflect the documents that clients actually
receive.


TDAM commends joint regulatory and industry involvement in the creation of the Consumers’
Guide, but wants to emphasize that industry participants using it should not be accountable for its
contents. Managers may nonetheless want to brand this document so it looks and feels like one of
their products without somehow endorsing any of its contents so as to create liability.


It is proposed that industry participants offer the Consumers’ Guide to novice investors at an early
stage of the sales process. This raises a number of practical issues. If pre-sale distribution is
optional, who decides to whom distribution will be made?  To what standard will the distributor be
held? Managers should not be liable for distributors’ errors in making this judgment. Is there a
mandatory gap in time between the provision of the Consumers’ Guide and the completion of the
sales process?  What happens if the consumer wants to proceed with the process with the intention
of reading the Consumers’ Guide after the investment decision has been made? Should evidence of
consent to proceed with the sales process be maintained?  Is the offering of the Consumers” Guide
part of the sales process?


While the Consumers’ Guide is no doubt a useful document for the ‘novice investor’, it should not
be a mandatory part of the sales process, if this is the intention of the Consultation Paper.  The
Consumers’ Guide should be an industry document that is available to all investors, who have the
right to accept or refuse it.  Offering the Consumers’ Guide at an early stage of the sales process is
not practical as indicated above.  Any individual who meets with a sales representative with the
intention of purchasing units in a mutual fund does not expect to be presented with a booklet then
turned away until they have educated themselves on investments.


11. Please comment on the content of draft consumers’ guide in Appendix 1.


The Consumers’ Guide is excessively detailed and will likely be overwhelming for the novice
investor. There should be two separate Consumers’ Guides: one for mutual funds and the other for
segregated funds.  Our research has shown that targeted and simple content is preferred.  The
intended audience will not read it if it is too long.


12. Please comment on cooling-off periods in the context of mutual fund and segregated fund
sales.  If you believe one should be retained (or introduced in the case of segregated fund
sales) please explain why. How should a cooling period work given the changes in market
value of funds?  How can we prevent market players from using a cooling-off period to play
the markets? What would be a correct period for consumers to re-consider their investment?


Consumers are dealing with trained and licensed professionals who should be accountable for
guiding the consumer on the most appropriate investments based on the consumer’s investor profile
and in this regard we see no need for a cooling-off period.  In volatile markets, a cooling-off period
could be seriously abused at the expense of the other unitholders. Consumers have the opportunity
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to receive information in advance and mutual fund purchasers, like purchasers of stocks and bonds,
should bear the responsibility to do their own due diligence and should be encouraged to place
purchase orders at the appropriate time.


If however a cooling-off period is retained, consumers taking advantage of it should only be entitled
to a refund of any applicable sales charges and the current market value of their investment at the
end of the day they withdraw their holding.  This would discourage market players and encourage
consumers to take advantage of the availability of the Consumers’ Guide should they desire more
education with regard to the products.


13. Although we will be preparing a formal cost-analysis, we are interested in your views on the
costs versus the benefits of the Consultation Papers.  Please comment and explain your
analysis.


If the Consultation Paper’s proposals were implemented, we would envisage potential significant
cost reductions in printing (specifically if the fund summary documents could be aggregated) and in
legal and regulatory filing fees due to the “evergreen” nature of the foundation document.  Making
the fund summary an “evergreen” document would further enhance cost reductions. However, if
there is a mandatory two-step sales process distribution related costs will escalate.  A mandatory
two-step sales process may also entail opportunity costs for consumers, which could be very
significant in volatile markets.


We also anticipate resistance from sales-persons if they are expected to download the latest
disclosure documents from the Internet and print them in their offices, with their equipment and at
their expense.


Part II: General Comments and Observations


Fund Summary Document


In our opinion there are three fundamental flaws associated with the concept of a fund summary
document as proposed in the Consultation Paper.  First, we believe that the fund summary document
should form part of the “continuous disclosure regime”, not contain time sensitive information such
as performance data and MERs and be “evergreen”.  The time sensitive information should be
referenced in the document and current data made available on the company’s web site and SEDAR
and form part of the funds’ continuous disclosure record. Second, the fund summary document
should not necessarily pertain to only one fund.  Managers should be given the flexibility to produce
summary documents either for fund families or in segments as they see fit, as the manager is best
positioned to provide consumers the information they require.  Third, TDAM believes that delivery
of the fund summary document should fall under the “access equals delivery” approach.  It is
reasonable to mandate a specific period within which it should be delivered, if requested.
Alternatively, if delivery is required, the consumer should be able to waive delivery.


Mandating delivery of any document to the consumer prior to or after an investment decision being
made is unnecessary.  Consumers should ultimately be able to decide what they need to see
regarding an investment decision.  TDAM supports the requirement to inform investors about the
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information that is available to them and the obligation to provide this information upon request.  It
also is reasonable to require managers to produce certain information that includes prescribed
standard disclosure.


It is questionable whether concerns over the traditional assumptions about the lack of sophistication
in mutual fund purchasers continue to apply.  As our records show, 78% of our unitholders claim to
have “fair” to “excellent” investment knowledge. The average mutual fund purchaser is more
sophisticated than traditionally presumed and has access to a wide range of market information
about mutual funds. There appears to be no need to treat mutual fund buyers differently than buyers
of other securities who are not required to receive any document similar to the fund summary
document prior to sale.


Our concerns are highlighted by the Consultation Paper’s suggestion that the telephone customer
could be treated differently than web or face-to-face customers with respect to the method and
timing of the disclosure delivery.


We wish to reiterate that the fund summary document should form part of the “continuous
disclosure regime” and be “evergreen”.  The document can be prepared on an annual basis for
publication, in a glossy, commercial format, which both customers and sales staff may find
attractive.


Foundation Document


TDAM applauds the proposal with regard to the “access equals delivery” approach and that the
foundation document be “evergreen”.  We view this as highly desirable and extremely economically
prudent.


However, to prepare this on a single fund basis is expected to create unnecessary repetition and will
not minimize the cost burden to investors.


It would be ideal to have the flexibility to produce a combined document for a fund family and
include a more detailed level of information about the funds, while providing the high level
information in the more concise fund summary document.


Consumer’s Guide


The Consumers’ Guide should not form part of the sales process.  It should be readily available to
any consumer who desires it.  Some consumers will openly welcome the introduction of the
Consumers’ Guide and others, regardless of their investment experience or knowledge, may not
care to have it.   It is our view that the Consumers’ Guide could help with explanations concerning
sales charges.  It should however, always present a balanced perspective.


The Consumers’ Guide should not present information on both segregated funds and mutual funds
in the same document.  We suggest that two separate Consumers’ Guides be prepared for the two
separate products, which may have two different audiences.
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Harmonization of Mutual Funds and Segregated Funds


Mutual funds and segregated funds have very different legal structures (mutual funds involve the
ownership of shares of a corporation or units of trust while segregated funds involve an insurance
contract with an insurance company).  The former is purely investment related while the latter
contains investment and insurance components.  Mutual funds and the securities industry in general
are regulated differently from the insurance industry.  Mutual funds and segregated funds have
different customer bases and those customers have different investment needs and goals.  This
should be taken into consideration particularly with regard to the Consumers’ Guide, which
ultimately should be produced as two Guides, one on mutual funds and the other on segregated
funds.


National Consensus


National consensus is an imperative prerequisite to adopting the Consultation Paper.  A single set of
new compliance burdens on dealers will be substantial if the proposed Consultation Paper is
implemented.


Need for more Detail on the new Regime


Care must be taken that we do not switch from a system that requires the creation of two documents
to a system that requires the creation of four documents, without ensuring that it is appropriate to
today’s mutual fund investor and minimizes the cost and burden to funds, investors and dealers.


Consideration should be given to allow consumers the right to waive delivery of any or all of the
disclosure documents.


Clarification of the differences in the disclosures made in the fund summary and foundation
documents is also required.  The Consultation Paper suggests that there might be substantial overlap
in the contents of these two documents and we are of the view that the former should have concise
high level information with less detail and the latter should contain more detailed information.  The
two should form part of the “continuous disclosure regime” and the fund summary document, like
the foundation document, should be “evergreen”.


Who Provides the Consumer’s Perspective?


Is the Joint Forum the optimal source in developing guidelines that tell consumers what they want
and need to make an informed investment decision without meaningful input from those
consumers?  It appears that the request for comments on the Consultation Paper has been focussed
on the industry and it is expected that the bulk of the comments will be from industry participants
and forums (i.e. Investment Funds Institute of Canada, FAS Mutual Fund Dealers and Canadian
Life and Health Insurance Association).  It will be difficult to make an effective ‘consumer
protection’ oriented recommendation to the regulators if insufficient consumer input has been
obtained through market research or otherwise.
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Part III: Conclusions


Mutual fund families already voluntarily develop sales materials that are more consumer- friendly
than current disclosure documents.  This highlights the difference between consumer and sales
representative needs and the current regulatory documents and emphasizes an industry preference
for flexibility.


TDAM is supportive of the principle behind the point of sale disclosure Consultation Paper but feels
that while some of the proposals represent significant progress for mutual fund managers,
distributors and investors, greater consideration should be given to the practical application and
execution of the requirements.


While we are of the opinion that certain proposals in the Consultation Paper require further
refinement, we are very pleased with the general intention and would be happy to provide any
further explanations or submissions regarding the matters raised above.  We would also be very
willing to make ourselves available for any further dialogue relating to the Consultation Paper.


Yours truly,


Steve Geist
President
TD Mutual Funds
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129 Pinewood Trail
Mississauga, ON
L5G 2L2


March 22, 2003


To:  Stephen Paglia, Senior Policy Analyst
Joint Forum Project Office
5160 Yonge Street
Box 85, 17th Floor
North York, ON
M2N 6L9


Comments on Consultation Paper 81-403:
 “Rethinking Point of Sale Disclosure for Segregated Funds and Mutual Funds”


I am pleased to provide written comments on the important subject of consistency of regulation among


Seg Funds and Mutual Funds in the form of feedback to Consultation Paper 81-403.


I write as a private investor with more than 20 years of investment experience in funds, individual


equities and derivatives.  My formal training was as a scientist (PhD in Chemistry), but I recently


completed an MBA and now work in technology business development for the Canadian branch of a


large multi-national firm.  Finance is my hobby, and over the years I have completed several courses


from the Canadian Securities Institute.  This year I am studying the course materials to write the Level


III exam of the Chartered Financial Analyst program offered by AIMR.


My comments are divided into two parts:


1. Part I provides specific feedback to the issues raised in 81-403.  This feedback is informed by


personal experience from the past two decades as well as the material covered in Part II.


2. Part II describes a real case study of what the investment experience with an insurance


company is really like – there are many aspects that suggest seg fund regulation has some of


the features of the Wild West, where almost anything goes when it comes to information.


I welcome the opportunity to have provided my input and sincerely hope that the future will be better.


Respectfully submitted,


Tony Paine
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Part I: Specific Responses to 81-403                                                           


In my place of work and among my circle of personal friends, many people come to me for my


opinions on finance and investment-related matters, so I have the opportunity to observe some of the


issues typical (otherwise) well-educated professional people have with investments.  There are three


things investors often don’t understand about their investments:


• Risks – volatility, business failure, correlation among investments, etc.


• Reasonable Return Expectations – unrealistic expectations and too many trend chasers.


• Costs.


Many consumers don’t understand these things, and advisers and sales people don’t always get it


right either.  Because advisers are humans incented by the very costs investors need to minimize, the


documentation requirements AND the rights of recission and withdrawal are all critical.


Basic Investor Protection Principles


For the purposes of feedback on regulations, let me start with some basic principles.  They are not


intended to be an exhaustive set, but rather to point in some directions that 81-403 does not seem to


directly address.  If we cannot get these basic details right, system-level adjustments may not matter.


1. Mutual Funds and Seg Funds are basically the same commodity to the investor.  In the


absence of the insured component they are indistinguishable to the vast majority of investors.


If we want to harmonize regulation we can either (a) tighten up on $90 Billion of seg fund


assets or (b) loosen up on $350 Billion of mutual funds.  For the topics I am about to discuss,


only the former makes sense.


2. Fundamental Principle #1: Complete, total, and honest disclosure of the COST of the


investment.  By cost, I mean MER.  The MER has to be up front, not buried in footnotes in an


annual report, not obscured with partial disclosure (for example, an Investment Management


Fee (IMF) that misses important costs).  If airlines will have to tell us the return air fare with all


taxes and fuel surcharges included (not the one-way gross fare), then surely investment


managers have to tell us the total cost.  This seems to be working in mutual funds, but


insurance companies complain they cannot do this because there is no single MER for all


customers.  I argue that if you have customers, they MUST know their cost – a basic principle


of any business!


3. Fundamental Principle #2:  All transactions should be fully disclosed to the investor.  There


should be no undisclosed consolidations, splits, dividend reinvestments, payouts or other


”funny business” that the investor doesn’t see automatically -- without exception.  Transaction
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records need to be complete, correct and transparent, just the same as the receipt from a


grocery store.


Of course, there are other important fundamental principles in this debate, such as conflict of interest


disclosure etc., but the two basic principles outlined here do not seem explicit in the draft regulations,


despite being at the top of the pyramid of investor “must-haves”.  If you don’t have these, how is


anybody going to trust the governments, the regulators and the industry?


Issue 01: Disconnect between Theory and Practice


Ensure that Group RSP Plans are included in harmonized regulations.  The definition of Seg


Funds provided on Page 36 of 81-403 speaks exclusively of IVICs.  In Part II, I describe a group RSP


plan offered by my employer, and managed by a life insurance company (I call LifeCo)., that has no


insurance component.  The group Plan might have a technically different name (“Capital Appreciation


Plan” has been suggested to me) or even a different regulatory framework.  For the non-registered


part of my captive investments with this insurer, I get tax receipts referring to Seg Fund income.


It is important to ensure that all these different sales channels involving basically the same product are


regulated in a harmonized way.


The devil is in the details (the “What”).  Consultation Paper 81-403 says a great deal about system-


level design considerations for disclosure documents, but says little about the specifics required to


close the kind of gaps identified in Part II of this note – real life disconnect between theory and


practice.  Seg fund rules may permit practices that would be illegal in the mutual fund industry.


It is all very well to talk about harmonizing the timing of document delivery, but there are obviously


huge gaps on what is included (or not) in those documents.  For example:


• Are exclusively gross return presentations to be allowed?


• Can the requirement to disclose personal MER continue to be fudged away?


• Can MERs be understated by disclosing only IMF?


• Can the wrong date appear on valuation statements sent to clients?


• Can units disappear without a trace?


Where is the equivalent of the simplified prospectus of a mutual fund “specifically formatted to promote


comparisons among mutual funds” and to conform to National Instrument 81-101, which standardizes


the MER and various chart and graph formats?


What difference will the timing of a disclosure document make, if the contents are allowed to be so


different for mutual fund and insurance companies?  Surely this gap needs to be closed by


harmonizing the standards for the disclosed information itself – and standardizing it more in the


direction of what mutual funds are doing today.
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Annual Reports, Foundation Documents and Fund Summary Documents should “see through”


to the underlying fund.  The Annual Report information for LifeCo’s Trimark fund, for example, only


shows transactions between LifeCo and Trimark for various numbers of Trimark units.  Expenses


could appear anywhere – in the LifeCo statements, in the Trimark Fund itself – and are not treated in a


consistent way from fund to fund.  While the LifeCo Annual Report may suit LifeCo’s auditors, it is


pretty useless to the seg fund investor, becoming another opaque layer of financial intermediary


separating the investor from the critical information.  Where is the “disinfecting sunshine” in this


reality?


Issue 02/12: Rights of Recission and Withdrawal or Cooling-Off


Knowledge.  I knew these rights existed – at least in the abstract.  I did not know the circumstances


where they might be exercisable; nor did I know the legal outcomes explained in the background


report.  Upon reading the legal background report, I think I would have to consult a lawyer in order to


claim the correct right (recission or withdrawal) – an expensive and time consuming step.  Even if I did


fax something to the sales agent, it seems highly likely they could fight it on a technicality such as


incorrect wording, unclear right exercised, sent to the wrong place, etc., so I am not optimistic the


existing rights could actually be effectively exercised at anything but great cost.


Cooling Off.  I do believe that consumers should have the right to back out of an investment fund


purchase under the following circumstances:


• The particular investment is “new” to the consumer (i.e. not already held in their portfolio, or


not purchased under the same fee structure as before)


• Upon understanding the fee structure the investor decides the fees are “excessive”


• Upon understanding the investment the investor decides it is “inappropriate”


• The back-out decision is made within 4 business days of receiving information, or 7 days of


the transaction – whichever is later


• The consumer is liable for any adverse market changes of the underlying investment, but is


reimbursed for all sales charges paid and is not subject to surrender or redemption fees.


• There should be no arbitrary upper limit to the amount of fund purchased.


• The Fund Summary Document should refer to the right to cancel the purchase.


The reasons for this position are:


• As noted in the intro to Part I, many investors don’t understand risks, costs or reasonable


expected returns from investments.  Neutral documentation is their last chance.


• Mutual fund and seg fund investors are (generally) less investment savvy than (most)


individual security investors.
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• Once a fund investor has owned a particular fund for a period of time, ongoing continuous


disclosure should equate to a comfort and knowledge level obviating the need for a further


cooling-off period for the same investment with a familiar fee structure.


• Investors should be able to reconsider high fee and inappropriate investments because the


balance of power and information is stacked strongly in favor of the fund companies.


• It takes time to read, comprehend and perhaps discuss with family and friends the required


investment information – two days is not enough.  Investments are more complex than other


purchases.


• Responsible fund companies cannot be expected to bear any of the market risk of the


underlying investment (which in any case could be recovered in a suit for misrepresentation).


By ensuring that market risk is assumed by the consumer, the financial firms are only at risk


for their fees, which remain unearned for a limited time.


• The current $50,000 upper limit is an old number that takes no account of inflation.


• Such back-out rights exist for other purchases (e.g. houses?), and/or in other jurisdictions and


those rights may not have dollar limits.


Separating the Documents (response to Page 20 of 81-403)


I propose separation of information into four categories differing from the proposals of 81-403:


• Education


• Specific fund information (Fund Summary Document and Foundation Documents)


• Investor specific information including transactions, value, unit holdings, rate of return, etc.


• Advertising and promotion


Education, specific fund information and investor specific information have to be neutral.  Advertising


and promotion is subtle and not neutral, yet is not addressed specifically in 81-403 – perhaps


reflecting industry influence.  But, let me explain why this separation is critical.


I believe that intermingling these different types of information confuses consumers, and may


contribute to a reduced desire to read information supplied by the fund companies.  If consumers


cannot tell the difference between information and advertising, they may tend to dismiss the entire


package as a form of advertising or hype, and hence not worthy of their complete or immediate


attention.  We are, after all, conditioned to tune out advertising.


Let me give some examples:


• Is a 300-page “telephone book” Pseudo-Prospectus describing 89 funds when I only own 3 or


4 of them “advertising” or information I need?  It takes on the character of the former if I don’t


want it.  It can take on the character of the latter when I am consciously shopping for a new or
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different investment.  Most people are not consciously shopping for a new fund at the time a


Pseudo-Prospectus  arrives, so perhaps it gets regarded as “advertising” and is treated as


such – finding it’s way into the recycling bin rather quickly.  For the fund companies, this is


expensive advertising, so they want to do away with it.  To the extent it is information, it is


indispensable.


• My quarterly statements from LifeCo contain a prominent half-page section “Items for your


attention”.  Despite the attention-getting flag, it is simply a mini-history of LifeCo telling me


about assets under administration, financial strength ratings and other stuff unrelated to my


investments – I call it advertising; the least important thing in my statement.  It takes up space


in the statements, which are already lengthy enough (8 pages is not atypical) that most people


disregard them.  Burying the important information in a flurry of advertising is a sure way to get


consumers to tune out.


• LifeCo also provides the performance data on all 89 funds in my quarterly statement – more


advertising.  It would not take much to program computers to provide on the benchmark and


performance information related to the consumer’s actual holdings.  I believe this hugely


increases the probability the performance information would be read.


When I get a utility or credit card bill in the mail, the advertising is usually a separate insert, while the


1-page “statement” is clean and focused entirely on my account status.  I don’t know if this is a result


of regulation or sensible business practice, but it’s an approach that would make sense for the


investment industry.


The critical issue for 81-403 is to ensure that investment firms do not intermingle advertising,


education, fund information and personal account information in the same document.


Issue 03-4: Foundation Documents


Upon reading the 81-403 study, I found it difficult to see how the Foundation Document will differ from


the Fund Summary Document in anything other than amount of information (10-15 pages vs 1-2


pages).  However, let me discuss some useful principles.


• All required documentation should be provided to the investor by default, with the mode of


delivery (hardcopy, internet or none) selected explicitly by the investor.  Access does not


equal delivery.


• Perhaps only the Foundation Document should contain the performance related history, NOT


the Fund Summary Document.  Removing performance from the Fund Summary Document


should improve the separation of past performance from future expectations.  Too many


people invest based on past performance, and they could be egged on by razzle-dazzle


numbers in the Fund Summary Document at the time of sale.  A Foundation Document with


historical performance information will need to be updated from time to time.
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• Foundation Documents should be created for each separate fund and posted on fund web


sites.  Those web sites should also contain “shopping list” software so investors can identify


which of these documents they would like to be sent hardcopies of.  Consumers should have


the option to obtain a hardcopy or view/download an electronic version of Foundation


Document by ticking a box at the time (same page) of electronic fund purchase.  Such links


should enforce the notion that information is available at the instant of purchase.


• Foundation Documents should NOT cover more than one fund.  It is not clear to me how they


get to 10-15 pages if this is the case.  I would expect more like 4-7 pages.  A document that


describes a fund family is advertising.  It can be allowed, and could link to Foundation


Documents in a tree structure, but again, advertising should not intermingle with required


information documents.


• Funds that invest in other funds (for cash management, foreign exposure, or derivative


purposes) will need to have links to the underlying fund(s), and may need to repeat some of


the information.


• Somehow, Foundation Documents will have to be developed that show the investors true


MER they experience, and the true historical return they would have experienced.  This is


going to be challenging when fund companies like Trimark wholesale to a wide range of


providers.  However, the basic premise has got to be that investors deserve to be presented


with their true MER, and with fund performance against a benchmark reflecting that cost.  To


do otherwise, or to skirt around the issue, or to enable complicated presentations based on


gross return is to mislead investors.


Criticality of Cost Disclosure


If a firm – any firm – cannot tell the consumer what their product costs, then they should not be


allowed to sell it.  Nobody does a cost-benefit analysis to determine if stores should issue receipts or


have cash registers.


Although other aspects of fund performance and investor education might be available elsewhere


(books, newspapers, etc.) the individual MER is ONLY available from the insurance company.


If disclosing true individual cost were the rule, insurance companies would innovate in a hurry,


consolidating the number of different IMF levels to a manageable point that enables them to deliver


true MER to customers.  Instead LifeCo pleads “cost” to implement and gets to entrench misleading


gross return presentation as an acceptable practice over a period of years – further damaging


investors in the long run.
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Issue 05: SEDAR Posting of Foundation Documents


I certainly do not buy the argument that access = delivery.  The default option should always be to


receive the information by the method of choice.  Internet is only one option.  SEDAR postings alone


are not sufficient for Foundation Documents for several reasons.


• SEDAR is a single source that can go down for a variety of reasons


• Merely linking to SEDAR as the original source is unacceptable because of potential delays of


linking, and the single source problem.


• Investors want to stay on the provider site to get all the provider information.


Continuous Disclosure


The default option for continuous disclosure should be for investors to receive the information.  I dislike


the annual ritual of sending in postcards to firms whose shares I own saying that I want to continually


receive financial reports other than the annual report – and I don’t want to see this practice extended


to mutual and seg funds.


Issues 06-09: Fund Summary Document


In addition to the contents outlined on page 27 of 81-403, the Fund Summary Document should


include:


• A plain statement referring to the right of recission, withdrawal or cooling off (possibly referring


the reader to the location of more information)


• The MER must be the MER to the individual, at worst a NARROW range that relates to the


individual (e.g. “123-131 basis points for the past 3 years and is expected to remain in the


same range”).


• A standardized statement about where the investment fits in risk-return space


• Should include portfolio turnover range typical of the fund


• Should try to get to a single page; two permissible if duplex-printed.  This is inexpensive to


produce and might actually get read.


I remind that the wisdom of providing past performance information on a Fund Summary Document


was discussed under Issue 03-04, where I argued it might be more appropriate to keep it exclusively in


the Foundation Document.


The Fund Summary Document should be delivered, by mail (after a transaction; with confirmation)


and/or screen view on a web site (before) purchase execution for transactions in a fund “new” to the


investor.  It is short enough that it should be provided even in cases where investors have opted out of


receiving documentation (on the basis that it is a single page and the investor may reasonably be


considered not have known what they were opting out of in the case of multi-level documentation).
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Fund Summary Documents need to be dated (even for MER disclosure), so should be used with a


certain level of “freshness” and some sort of ongoing update.  I would hope that occasional random


reviews by regulators together with reviews in response to complaints (such as mine in Part II) would


suffice for Fund Summary Documents.


If we look at Exhibit 1, which LifeCo might consider a candidate Fund Summary Document, it is quite


successful at communicating in one page a great deal of useful information.  Of course, it completely


fails on cost disclosure and net return as written, but would be great if it had a line in the bottom table


with the personal MER and another line with the personal net return.   Then I would love it.


Consumers Guide


Education should be separated from investment fund information, personal transaction and status


information and advertising/promotion.  The question is: how much education can be supplied by fund


companies and how much should come from the regulators via the Consumers Guide?


The problem is that heterogeneous consumers will only read a Consumers Guide if it is personally


relevant in two key dimensions: (a) the amount of information; and (b) the sophistication of the reader.


I doubt any one (or, especially, the proposed) Consumer Guide can satisfy all these requirements –


there need to be 2, 3 or more Consumer Guides varying from 1 page to many and from no


sophistication to average sophistication of the investor.  Is the right approach to develop N industry-


regulator Consumer Guides, or to develop the content outline requirements of acceptable Consumer


Guides, or leave education unregulated altogether?


On balance, I think the regulators should limit themselves to defining the content outline for acceptable


Consumer Guides, and then ensure that they are offered to all clients at least annually.  Following my


separation of function approach, education should be called education and not intermingled with


advertising/promotion or specific fund information.  To qualify as education, it needs to be complete,


and no companies should be allowed (like LifeCo in Part II) to completely ignore, or even understate,


the issue of management fees in their educational presentations.


I am particularly concerned that a joint regulatory-industry Consumer’s Guide document is going to


water down the importance of fees (and anything else the industry is sensitive about) and/or take a


long time to negotiate by consensus with the industry.  That is a recipe for the status quo and should


not be allowed to happen.


The following should be considered for inclusion in educational material:


• Setting rational expectations for the future performance of investments.  Generally speaking,


education is not helpful without representative numbers that help focus client attention.


• Describing the basic features of risk-return space (e.g. in Sec 3 of proposed Consumer Guide)
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• Discussions of the importance of fees, the ranges of fees.  Something like Sec 8 of the


proposed Guide needs to note that investors should compare NET returns not gross returns,


and should give specific examples of the impact of fees.


• When describing front-end, back end and management fees in the most basic Consumer


Guides, the educational material should list example amounts and give a range of typical fees.


By giving the amounts in the education you alert the investor as to their potential significance,


raising the value to the reader beyond basic verbiage.


• Role and impact of portfolio turnover on costs and taxes.  Note that seg funds can trigger


taxable capital gains and losses while mutual funds can only trigger capital gains.


• On Page 42 of 81-403, funds may also produce foreign income in addition to interest,


dividends and capital gains.


• “Important tax consequences” on page 42 (non-registered accounts) begs for more


information.


Issue 13: Cost Benefit


Nobody wants a regulatory system that blankets the participants with unnecessary procedures.  On


the other hand, it is clear from Part II that some basic commercial principles are not even enshrined in


existing regulation – the right to know “cost”, to get a full and complete “receipt”, and so on.


I suspect cost-benefit is a handy whipping post for the insurance industry to delay much-hated change.


While it may be possible to estimate costs from the industry side, how are we to assess the benefit of


better informed consumers making appropriate choices based on full, true and plain disclosure?  The


benefit of transparent, fair and effective institutions such as honest courts and the rule of law is


enormous and well known in economics, so it is perfectly reasonable to expect transparent, fair and


effective investment regulation to be equally significant to investors and the economy as a whole.  But


both benefits are extremely difficult to “measure”, and there is no identifiable pressure group in favor of


them that will provide impressive estimates.


A First Benefit Estimate.  Here is a first attempt to quantify the huge benefit opportunity to


consumers from good regulation, knowledge and education.


1. If good information, regulation and education caused consumers to shop around a little more


carefully, understanding the fees they pay, then perhaps they could save ON AVERAGE, say


30 bp per year (10-15% of fees), or about $1B per year.    This also approximates the net


benefit to the economy because consumers would most likely reinvest those savings in


additional funds.


2. If good information caused consumers to choose appropriate asset mixes that reduced their


portfolio variability to a comfortable level, then they would decrease the characteristic


prevalence of buying high and selling low (trend chasing) – a behavior costing them at least
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200 bp per year in long run return.  If good information could stop 15% of this behavior,


consumers would benefit by another net 30 bp or $1B.


Compared to this, printing a few smarter documents seems a pretty good investment for the economy


as a whole – and the sooner the process can begin, the better.


Consumer parallels to other goods.  To the extent we can align investor rights with those of other


purchasers in today’s society, ensuring consistency not only between seg funds and mutual funds, but


also between buying funds, houses, cars or holidays, we contribute to a natural ethical framework that


defines western societies.  That framework, in general, is moving toward more ethical behavior – albeit


in fits and starts – so I hope that fund regulation can, too.


The issue is not cost-benefit; it is about doing what is right for consumers


Investors need protection from the LifeCos of the world – not shady fly-by-night operations but big


brand name firms with questionable practices that became entrenched over time without anybody


noticing.  Consumers pay for everything in the end anyway – through fees, misallocated investments,


taxes to support regulators, etc.  Politicians and employers are as ill-equipped to consider the issues


as consumers.  Consumers are counting on the regulators to counter balance industry stonewalling.


Part II: What it’s really like to deal with an insurance company            


Group RRSP Plan


My employer (a Canadian subsidiary of a large multi-national firm with a well known brand name; I


shall call it YYYY Canada) sponsors a group RRSP plan managed by a large insurance company with


$10-100B in assets (I shall call it LifeCo).  YYYY Canada’s attitude is that we are in the plan “by


choice” – although if we left we would lose up to 2% of salary through an employer match.  Employees


have considerable sums invested in this plan over the past decade, but we are locked-in and very


much unrepresented.  After 6 months of stonewalling by LifeCo and the employer, I filed a formal


complaint with the FSCO about the practices I am about to describe.


Three executive levels (and now their Ombudsman) at LifeCo have provided weak rationalizations for


the following questionable business practices and completely denied the ethical and legal dimensions:


1. Misleading sales practices based on a Gross Return culture


2. Cost misrepresentations through IMF and sales staff generalizations


3. False client valuation statements


4. Disappearing Units


LifeCo acknowledges these things have occurred and will continue to occur as a matter of deliberate


policy (aided and abetted by a lousy computer system with poor software).
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1.  Misleading Sales Practices from a Gross Return Culture


A gross return culture grew up at LifeCo because their internal business delivery model was


developed to provide different MERs to different customers.


For example:


1. A thick document I shall call a “Pseudo-Prospectus” distributed by LifeCo in July 2002 (sample


page in Exhibit 1) was based entirely on gross returns, with no accompanying management fee or


expense information.  This sales document is the equivalent of a mutual fund prospectus, yet


escapes most of the requirements for investor protection found in mutual fund sales material.


LifeCo and YYYY Canada didn’t even supply an IMF list with it.


2. My employer provided a Publication “It’s Growing Season for the YYYY Canada Group RSP” that


contained only gross return information, and no discussion about management fees or expenses –


except for a general statement that “fees… are a low 75 bp for most funds”, when the actual range


is 55-230 bp and less than half carry a 75 bp fee (Exhibit 2).  The gross return culture at LifeCo


infects the plan sponsor who relies uncritically on their materials.


However, internal convenience is no rationale for misleading investors.


Gross Return Misleads Investors.  Persistent presentations of gross return seriously mislead


investors.  As any sophisticated investor or regulator knows, gross returns are absolutely useless to


investors for comparison of fund performance between funds and against a benchmark.  Even for our


plan, fund management fees can vary widely depending on the fund manager, so it is critical to make


comparisons on a net return basis.


That gross return presentation is misleading and unethical is recognized not only in the Canadian


mutual fund industry, but also in many other jurisdictions around the world – it is illegal.  The mutual


fund industry has a strong compliance process in place to ensure adherence to this most fundamental


of ethical principles.  On the other hand, the Seg Fund industry has LifeCo.


2.  IMFs are Incomplete Disclosure of Costs.


The employer and LifeCo occasionally provide lists of Investment Management Fees (IMFs) for 89


funds offered in our group plan.  The total expenses (MER equivalent) incurred by the fund are larger


than the IMF by between 6 and 30 bp.  The 6 bp number was provided by LifeCo in a special memo to


me, but the 30 bp number was something I had to back out of the difference between gross and net


returns given the IMF for several funds, as shown in Exhibit 2.


Luckily, I have a PhD, MBA and a couple of years of the CFA program to help me do this.  Normal


investors are completely in the dark.   Our MER has NEVER been disclosed to us.  The MER buried in


the Annual Report is the maximum MER and of no use.


Regulators must insist that life insurance companies disclose personal MER.
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Complete Cost Information is Well Hidden and Difficult to Find.  For example, I had to go through


the following multi-step process to discover the costs and portfolio turnover involved in several funds:


• Request the Annual Financial Statements for LifeCo Funds (not provided automatically)


• Discover that the LifeCo Financial Statements do not “see through” to the underlying funds


that are not managed by LifeCo subsidiaries (e.g. Trimark, and many others).


• Request the Annual Financial Statements for Trimark and the other firms.


• Perform the desired analysis


LifeCo provided the requested information with moderate delays, but such a convoluted process adds


to the barriers between investors and critical information.


Whereas mutual fund regulation is going in the direction of increasing cost disclosure, seg fund


investors get the opposite – gross return presentations and opaque layers of intermediate financial


structures that combine to put them at a significant informational disadvantage compared to mutual


fund investors.


Investor “Education” provided by LifeCo ignores the impact of fees.  LifeCo’s investment


education literature provided to Group clients in the Pseudo-Prospectus contains nothing about


management fees, their structure and their impact on investment returns.


In the Pseudo-Prospectus, there is descriptive material on the economic cycle, different asset types,


risk management, fund managers, investment philosophies (active vs passive) and styles (growth,


value, etc.), benchmarks, “how to interpret this report” and so on, but the Pseudo-Prospectus is


absolutely silent on management fees.  [Unfortunately, the 81-403 proposed Consumer Guide is also


exceptionally weak in this regard – probably reflecting the strong industry input and minimal investor


feedback on the proposals.]


LifeCo seems completely afraid to tackle cost head-on, and apparently has no regulatory incentive to


do so.  Meaningful education about management fees is one easily implemented “ethics-lite” approach


to address the gross return culture.  However, the long-term preferred approach would be for the


industry to completely abandon gross return presentations to clients – in individual or group plans.


Investors are poorly served when the regulatory framework permits LifeCo to give wide-ranging


investment “education” without meaningful discussion of management fees.


3.  False Client Valuation Statements


LifeCo also deliberately provides false client valuation statements.  Quarterly statements purported to


provide valuations as of quarter end (Mar 31, June 30, Sep 30 and Dec 31), may contain unit values


from one or more dates after the end of the quarter, with the average client none the wiser.
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Executives at LifeCo rationalize this as being a client preference -- a deliberate choice due to a


“weekend effect” where clients want to have their 1st of month transactions appear on their most


recent quarterly statement.  This means as much as 30% of the time (2/7) client quarterly valuation


statements could be incorrect (i.e. false).


Even if we accept this rationalization, there is no basis for incorrectly labeling the valuation date.  This


is simply another example of client feedback being taken completely out of context to justify errors in


judgment that actually misinform investors.  The real reason to continue false dating? – Most likely


another systems problem LifeCo doesn’t want to touch.


Would false dating be allowed from mutual funds?


4.  Incomplete Client Transaction Records – Unit Disappearance


2002 client transaction records of our Group RSP plan members are incomplete, and hence


misleading, because they contain no information about a unit consolidation that took place that year.


Disappearance = Consolidation = Unit Adjustment.  In my 2nd Quarter statement from LifeCo 1-5%


of my fund units had disappeared in every fund I owned in my Group RSP (details in formal


complaint).  The starting number of units plus units purchased in the quarter did not equal the final


units in the quarter.


With some investigative queries to LifeCo, the disappearance was attributed to a 2nd quarter


consolidation in the units in every employee account holding mutual funds.  It took about 6 weeks to


get this information.  This consolidation occurred on June 14 and is due to an undocumented sale and


repurchase of mutual funds to lower the management fee.  No money disappeared, but LifeCo did it’s


best to make sure nobody noticed because (a) it would stimulate client questions that cost them


money to handle; and (b) their computer systems are incapable of providing this basic information.


Over 1,000 YYYY Canada employees remain completely in the dark about these transactions.


Would units be allowed to disappear from the transaction records presented to mutual fund owners?


Role of Plan Sponsor


If the legislative or regulatory hope is that the plan sponsor, my multi-national employer, is somehow a


“sophisticated investor” who can protect the employees – it is time to think again!  Our Corporate


Human Resources staff has no securities training that I know of, and it would be unrealistic to expect


them to screen, filter or adjust questionable materials provided by LifeCo.  The reality is that the


response from the employer to my concerns could best be summarized as:


• Complicity in the misleading sales tactics by developing internal communications based on


gross return information fed to the employer by LifeCo


• Confusion on the ethical issues – despite a program elevating ethics within our firm
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• Lack of support to pressure LifeCo to change its practices – possibly complicated by conflicts


of interest caused by LifeCo being a significant customer of YYYY Canada


• Lack of alternatives to LifeCo when employees participate in the Group RSP plan where the


employer contributes approximately 2% of salary.


• Refusal to discuss my concerns prior to and after filing my complaint with the regulators.


Head in the sand?  None of this provides much protection to employees.  The individual really is


powerless to have any effect on questionable business practices, especially when not free to “vote


with his feet” and change financial firms.


If this is Legal…Investors are in Trouble


My formal complaint requests that the FSCO investigate these allegations of misleading sales


practices and false and misleading client statements; clarify whether these questionable business


practices are legal or not; and if not, then compel LifeCo to rectify them immediately.


It is conceivable that after due consideration FSCO may determine that, as LifeCo contends, such


behavior is indeed perfectly legal and acceptable under current legislation, and that LifeCo is right –


they do not have to change anything – now or in the future.


This is why regulatory “harmonization” has to look more like current mutual fund regulation than


current seg fund regulation.


Ombudsman Process – Foxes guarding the hen house?


LifeCo is a large and prominent financial services firm defending itself vigorously at several VP levels


and the Ombudsman.


Indeed, the Ombudsman process does not work well for this kind of case.  The LifeCo Ombudsman


was engaged in my case for 5 months prior to the filing of my formal complaint, and most likely played


a behind-the-scenes role advising the executives who wrote letters justifying the LifeCo position.


The first thing FSCO did with my formal complaint was to ask him to respond – triggering another two


month delay before I got a fourth letter restating LifeCo’s position.  It appears that LifeCo, having


helped design the current regulatory system, is adept at stringing out complaints in the hope that


investors will give up.


With the odds already stacked so heavily against the individual investor, we don’t need a system that


continues to leave the foxes guarding the hen house.  The LifeCo Ombudsman, in reality, is nothing


more than a defense attorney for LifeCo, and is in no way helpful to investors nor any kind of internal


investor advocate.  There don’t appear to be any investor advocates in the system, so there is no


dynamic check and balance from which we might expect effective regulation.
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Where my complaint will go from here in the current regulatory framework will be a revealing test case


for FSCO regulatory effectiveness.


Time has entrenched some fundamentally flawed behaviour


Group clients are likely to directly compare information from LifeCo with the prospectuses from their


mutual fund companies.  My employer actively promotes such comparison by recommending that we


consolidate mutual fund investments at LifeCo to enjoy a (possibly) lower management fee.  The


employer never mentions the loss of information quality that we will suffer.


Each time the cycle of misleading information is repeated, it becomes even more entrenched and


difficult to change.  LifeCo is able to completely ignore two fundamental principles:


• The investor needs to know the cost of the investment – his personal MER


• The investor needs to get an accurate transaction record (receipt) for every transaction.


Within a few months, LifeCo will probably issue another Pseudo-Prospectus based entirely on gross


return.  Only with prompt action from the appointed regulatory guardians of consumer and investor


interests, can we get attention to the concerns of individual investors and avoid more cycles of


misleading sales practices and false and incomplete client statements from LifeCo and other


miscreants (if any) in the seg fund industry.


What about the Future?  LifeCo claims their current practices already comply with the insurance seg


fund draft regulations under consideration.  If this is true, these critical regulatory questions of gross


return sales material, inadequate cost disclosure and opaque financial structures are obviously not yet


adequately addressed in the draft regulations of 81-403.


Final Word


Investment regulation is a very complex subject with subtle outcomes.  Good basic principles laid


down years ago in the mutual fund industry (and taken for granted by most consumers) have been


forgotten in the seg fund industry.  Shameful practices have become entrenched.  Personal


experience with seg funds and the regulatory response to them is very disquieting.


• Will a quirk of the Canadian regulatory system allow LifeCo to continue to get away with extensive


gross return presentations (sometimes in the complete absence of fee disclosure) when such


sales material is illegal in the mutual fund industry?


• Will there be no regulations compelling LifeCo to provide simultaneous and complete, personally


relevant management fee and expense information?


• How well served are investors when the regulatory framework permits LifeCo to give wide-ranging


investment “education” without meaningful discussion of management fees?


I welcome the opportunity to have provided my input and sincerely hope that the future will be better.
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Exhibit 1: Sample page of sales material from 130-page LifeCo “Pseudo-


Prospectus” exclusively devoted to gross return representations.
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Exhibit 2:


LifeCo Investment Management Fees (IMF) for YYYY Canada Group RSP.


LifeCo IMFs 
for YYYY Canada
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Note: This EXCLUDES an estimated 6-30 bp of administrative and other costs that make up the total
MER.  The 6 bp estimate comes from a letter from LifeCo, but comparing the difference between gross
and net returns below made the 30 bp estimate as shown below:


2001 3-Year 5-Year OLD IMF Avg MER Diff
Laketon S-34 Global Equity Gross -17.90% -4.00% 6.60%


Net -18.76% -4.97% 5.53%
Implied Approximate MER Difference 0.86% 0.97% 1.07% 0.90% 0.97% 0.07%


Trimark S-51 Global Equity Gross 11.90% 14.60% 13.90%
Net 10.39% 13.09% 12.39%


Implied Approximate MER Difference 1.51% 1.51% 1.51% 1.20% 1.51% 0.31%
Trimark S-52 Canadian Equity Gross 6.20% 14.40% 8.90%


Net 4.79% 12.85% 7.40%
Implied Approximate MER Difference 1.41% 1.55% 1.50% 1.20% 1.49% 0.29%
Trimark S-54 Balanced Gross 15.60% 15.70% 9.90%


Net 14.10% 14.21% 8.53%
Implied Approximate MER Difference 1.50% 1.49% 1.37% 1.20% 1.45% 0.25%


Note: This is approximate.  MER/IMF apply to average assets; and there are different # of significant figures.
Gross Returns from Pseudo Prospectus
Net Returns from Dec 31, 2001 Client Valuation Statement


LifeCo Fund


The conclusions are that:
 IMF understates true MER by 6 to 30 bp and


true MER is very difficult for investors to compute.





