Blanket Order No. 45-507
In the Matter of the Securities Act,
R.S.N.S. 1989, Chapter 418, as amended
- and In the Matter of a Registration and Prospectus Exemption
for Certain Capital Accumulation Plans
RULING
(Subsection 80(1))
WHEREAS:
1.

The members of the Canadian Securities Administrators are each adopting in
some manner a registration and prospectus exemption for certain capital
accumulation plans;

2.

The exemption implements certain parts of the Guidelines for Capital
Accumulation Plans which were developed by the Joint Forum of Financial
Market Regulators;

3.

Pursuant to subsection 80(1) of the Securities Act, R.S.N.S. 1989, Chapter 418, as
amended (the Act), the Nova Scotia Securities Commission (the Commission)
may rule that any trade is not subject to section 31 or 58 of the Act where it is
satisfied that to do so would not be prejudicial to the public interest, and may
impose such terms and conditions as are considered necessary; and

4.

The Commission is satisfied that to do so would not be prejudicial to the public
interest.

PART 1 DEFINITIONS
“capital accumulation plan” means a tax assisted investment or savings plan,
including a defined contribution registered pension plan, a group registered
retirement savings plan, a group registered education savings plan, or a deferred
profit sharing plan, established by a plan sponsor that permits a member to make
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investment decisions among two or more investment options offered within the
plan.
“member” means a current or former employee of an employer, or a person who
belongs, or did belong to a trade union or association, or
(a)
(b)

(c)

his or her spouse,
a trustee, custodian or administrator who is acting on his or her behalf, or
for his or her benefit, or on behalf of, or for the benefit of, his or her
spouse, or
his or her holding entity, or a holding entity of his or her spouse,

that has assets in a capital accumulation plan, and includes a person that is eligible
to participate in a capital accumulation plan.
“plan sponsor” means an employer, trustee, trade union or association or a
combination of them that establishes a capital accumulation plan, and includes a
service provider to the extent that the plan sponsor has delegated its
responsibilities to the service provider.
“service provider” means a person or company that provides services to a plan
sponsor to design, establish, or operate a capital accumulation plan.
PART 2 EXEMPTIONS
2.1

IT IS RULED pursuant to subsection 80(1) of the Act that clause 31(1)(a) of the
Act does not apply to a trade by a person or company in a security of a mutual
fund to a capital accumulation plan, or to a member of a capital accumulation plan
as part of the member’s participation in the capital accumulation plan, if the
following conditions are met:
(a)

the plan sponsor selects the mutual funds that members will be able to
invest in under the capital accumulation plan,

(b)

the plan sponsor establishes a policy, and provides members with a copy
of the policy and any amendments to it, describing what happens if a
member does not make an investment decision,

(c)

in addition to any other information that the plan sponsor believes is
reasonably necessary for a member to make an investment decision within
the capital accumulation plan, and unless that information has previously
been provided, the plan sponsor provides the member with the following
information about each mutual fund the member may invest in,
(i)

the name of the mutual fund,
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(ii)

the name of the manager of the mutual fund and its portfolio
adviser,
(iii)
the fundamental investment objective of the mutual fund,
(iv)
the investment strategies of the mutual fund or the types of
investments the mutual fund may hold,
(v)
a description of the risks associated with investing in the mutual
fund,
(vi)
where a member can obtain more information about each mutual
fund’s portfolio holdings,
(vii) where a member can obtain more information generally about each
mutual fund, including any continuous disclosure, and
(viii) whether the mutual fund is considered foreign property for income
tax purposes, and if so, a summary of the implications of that status
for a member who invested in that mutual fund,
(d)

the plan sponsor provides members with a description and amount of any fees,
expenses and penalties relating to the capital accumulation plan that are borne by
the members, including:
(i)
(ii)

any costs that must be paid when the mutual fund is bought or sold,
costs associated with accessing or using any of the investment
information, decision-making tools or investment advice provided
by the plan sponsor,
(iii) mutual fund management fees,
(iv)
mutual fund operating expenses,
(v)
record keeping fees,
(vi)
any costs for transferring among investment options, including
penalties, book and market value adjustments and tax
consequences,
(vii) account fees, and
(viii) fees for services provided by service providers
provided that the plan sponsor may disclose the fees, penalties and expenses on an
aggregate basis, if the plan sponsor discloses the nature of the fees, expenses and
penalties, and the aggregated fees do not include fees that arise because of a
choice that is specific to a particular member,
(e)

the plan sponsor has within the past year, provided the members with
performance information about each mutual fund the members may invest in,
including,
(i)
(ii)

the name of the mutual fund for which the performance is being
reported,
the performance of the mutual fund, including historical
performance for one, three, five and 10 years if available,
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(iii)
(iv)

(v)

(vi)

a performance calculation that is net of investment management
fees and mutual fund expenses,
the method used to calculate the mutual fund’s performance return
calculation, and information about where a member could obtain a
more detailed explanation of that method,
the name and description of a broad-based securities market index,
elected in accordance with National Instrument 81-106 Investment
Fund Continuous Disclosure, for the mutual fund, and
corresponding performance information for that index, and
a statement that past performance of the mutual fund is not
necessarily an indication of future performance,

(f)

the plan sponsor has, within the past year, informed members if there were any
changes in the choice of mutual funds that members could invest in and where
there was a change, provided information about what members needed to do to
change their investment decision, or make a new investment,

(g)

the plan sponsor provides members with investment decision-making tools that
the plan sponsor reasonably believes are sufficient to assist them in making an
investment decision within the capital accumulation plan,

(h)

the plan sponsor must provide the information required by paragraphs 2.1(b), (c),
(d) and (g) prior to the member making an investment decision under the capital
accumulation plan, and

(i)

if the plan sponsor makes investment advice from a registrant available to
members, the plan sponsor must provide members with information about how
they can contact the registrant.

2.2

IT IS FURTHER RULED pursuant to subsection 80(1) of the Act that section 58
of the Act does not apply to a distribution of a security of a mutual fund in the
circumstances set out in section 2.1, if
(a)

the conditions in section 2.1 have been complied with, and

(b)

the mutual fund complies with Part 2 of National Instrument 81-102
Mutual Funds.

PART 3 FILING REQUIREMENTS
3.1

Before the first time a mutual fund relies on the exemption in section 2.2, the
mutual fund must file with the Director a notice in the form found in Appendix A.
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PART 4 EXEMPTION FROM OFFERING MEMORANDUM REQUIREMENTS
4.1

The Commission specifies pursuant to subclause 2(1)(ab)(iii) of the Act that the
documents containing the information described in paragraphs 2.1(c) and (e) shall
not constitute an offering memorandum within the meaning of the Act.

Dated at Halifax, Nova Scotia, this 21 day of October, 2005.

NOVA SCOTIA SECURITIES COMMISSION

“H. Leslie O’Brien”
H. Leslie O’Brien

“R. Daren Baxter”
R. Daren Baxter
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Appendix A
Notice of Intention to Rely on Exemption in s. 2.2
Issuer information
1.

State the full name, address and telephone number of the mutual fund that
distributed or intends to distribute the security.

2.

State whether the mutual fund is or is not a reporting issuer and, if reporting,
each of the jurisdictions in which it is reporting.

3.

Deliver the notice to the address in the attached Schedule.

Certificate
On behalf of the mutual fund, I certify that the statements made in this report are true.
Date: ________________________________________
_____________________________________________
Name of mutual fund (please print)
_____________________________________________
Print name and position of person signing
_____________________________________________
e-mail address of person signing
_____________________________________________
Signature
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Schedule to Appendix A
Instruction:
Prior to relying on the exemption, you must file this notice with the Director if the mutual
fund is currently providing services to a capital accumulation plan, or if they intend to
provide services to a capital accumulation plan.
Notice - Collection and use of personal information
The Director collects the personal information required under this notice for the purposes
of the administration and enforcement of the securities legislation. Freedom of
information legislation may require the Director to make this information available if
requested. As a result, the public may be able to obtain access to the information.
If you have any questions about the collection and use of this information, contact the
Director at the address set out below.

Nova Scotia Securities Commission
2nd Floor, Joseph Howe Building
1690 Hollis Street
Halifax, NS B3J 3J9
Telephone: (902) 424-7768
Facsimile: (902) 424-4625

