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� Your new adjusted cost base is CDN$15,440 divided by 1,100 units
or CDN$14.04 per unit.

A reclassification of units from one series to another series of the
same fund is not considered to be a disposition of the former units.
As such, you can reclassify units from one series to another series
of the same fund without triggering a capital gain or a capital loss.
While your adjusted cost base per unit will change, the total
adjusted cost base of your units will not.

If you switch your units of one fund to units of another fund, the
transaction will be treated as a disposition of the switched units and
an acquisition of the new units. Therefore, on such a switch, you
may realize a capital gain or loss and the adjusted cost base of your
investment may change.

Distributions in excess of a fund’s income and capital gains, such as a
return of capital, will be treated as a non-taxable amount and will not
be included in your income but will reduce the adjusted cost base of
your units in the fund, unless the fund elects and is entitled to treat
such amounts as a distribution of income. Upon reinvestment in
additional units, such amounts will increase the total adjusted cost
base of your units. In the unusual circumstance that reductions to
your adjusted cost base of units for the year result in your adjusted
cost base becoming a negative amount, that amount will be treated
as a capital gain realized by you in that year and your adjusted cost
base of the units will be zero at the start of the next year.

If you sell your units of a fund for a capital loss and you, your spouse
or a person affiliated with you (including a corporation that you own)
has bought units of the fund within 30 days before or after you sell
your units, such loss may not be deductible by you against your
capital gains. In such case, the amount of such loss is added to the
adjusted cost base of the newly acquired units.

You should keep a detailed record of the purchase cost of your
investments and distributions you receive on those units so you can
calculate their adjusted cost base. Appropriate adjustments will have
to be made in the event of a consolidation or split of units. If you buy
or sell units that are denominated in U.S. dollars, you must convert
U.S. dollars to Canadian dollars using the exchange rates prevailing
on the days you bought and sold the units. You may want to consult
a tax advisor.

Portfolio turnover rate
In general, the higher the portfolio turnover rate in a year, the greater
the chance that a unitholder may receive a distribution that must be
included in income for the year. If reinvested, this amount will be added
to the adjusted cost base of the unitholder’s units for tax purposes.
There is not necessarily a relationship between a high turnover rate
and the performance of a mutual fund. However, a high turnover rate
will increase trading costs.

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 units 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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Words and phrases used in
this simplified prospectus

We have written this simplified prospectus in plain language to help

you understand how our mutual funds work. Financial terms can be

complex, so we have provided a more complete definition of some

of them here. If you have any questions after reading this section,

please call the number on page 3 of this simplified prospectus or

your dealer.

Adjusted cost base

In general terms, it is the total price you paid for all the units of a

series of a fund in your account, including reinvested distributions.

The adjusted cost base per unit of a series is the weighted average

price paid per unit.

American Depositary Receipts (ADRs)

U.S. dollar denominated certificates representing ownership in the

shares of a foreign-based corporation. The shares are held by a

bank, which issues the ADRs and acknowledges that it holds the

underlying shares. ADRs enable investors to acquire and trade

non-U.S. securities in U.S. dollars.

Annual information form

A document filed by the funds with Canadian securities regulators.

It provides supplementary information about the funds.

Asset-backed commercial paper

A short-term debt security issued by a trust or a special purpose

vehicle which in turn buys various assets that produce income

streams such as trade receivables, auto loans, home equity loans

and mortgages. The trust (otherwise known as a conduit) funds the

purchase of these various assets by issuing commercial paper.

Bond

A long-term debt security issued or guaranteed by a government or

business entity. The issuer promises to pay the holder a specified

amount of interest and return the principal amount when the bond

matures. Bonds can be transferred from one owner to another. They

should not be confused with Canada Savings Bonds which, generally,

can be owned and cashed only by the original buyer.

Collateralized debt obligation

A structured security backed by cash flows and/or market value

of a diversified portfolio of assets (collateral). Collateral consists

primarily of cash debt securities and credit derivatives. Collateralized

debt obligations offer investors access to a diversified and managed

portfolio of assets in a single investment that can provide

enhanced returns.

Commercial paper

A short-term debt security issued by banks, corporations and other

borrowers. The issuer promises to pay the holder a specific amount,

with interest, on a specified day in the future. It is generally not

secured by assets and is usually offered at varying interest rates,

depending on its term.

Debenture

A bond that is not secured by any pledge of property. Debentures

are backed only by the general credit of the issuer.

Debt securities

Obligations to repay borrowed money within a certain time, with or

without interest. Bonds, debentures, commercial paper, asset-backed

commercial paper, notes and treasury bills (T-bills) are debt securities.

Derivatives

A derivative is a financial instrument that “derives” its value from

the performance of an underlying asset, index or other investment.

Debt-like security

An obligation to repay borrowed money, where the amount to be

repaid is linked to a market price, the value of an index or an

economic indicator such as changing interest or exchange rates.

Equity

When you buy shares in a corporation, you are buying “equity,” or

ownership rights, in that corporation. Shares are often referred to

as “equities.”

Forward contract

A commitment made today to buy or sell a currency or commodity

on a specific day in the future at a specified price. The terms of the

contract are agreed upon when the commitment is made. Forward

contracts are traded through an over-the-counter telephone or

computer network. See also “Over-the-counter trading.”
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Futures contract

Similar to a forward contract, except that it has standardized

terms and conditions and is traded only on a futures exchange,

not over-the-counter.

Hedge

Hedging is a strategy used to offset or reduce the risk associated

with an investment or a group of investments. For example, if a fund

buys investments valued in U.S. dollars, it can sign an agreement to

protect or “hedge” the value of the investment against a change in

the value of the Canadian dollar relative to the U.S. dollar.

Index

A means of measurement. There are indices that measure the rise

and fall of key consumer goods and services and others that track

fluctuations in the value of stocks and bonds.

Index funds

Index funds are an investment alternative to actively managed funds.

Index investing is a passive strategy which selects securities based on

their representation in a particular index. The objective of index

investing is to provide returns similar to those of the selected index.

Index funds, like other mutual funds, are liquid investments and the

securities they hold are diversified across a number of industry sectors.

Index funds tend to have lower fees and expenses, as individual

security selection is virtually eliminated, so expensive research is not

required. Transaction costs are also minimized as the funds generally

only change the securities they hold in response to a change in the

composition of the index. Therefore, there is less portfolio turnover,

which may result in better tax efficiency for the funds.

Index investing

Index investing is a method of investing that caters to investors

looking for a way to match the risk and return character of a specific

market index. Index investing is a passive strategy which selects

securities based on their representation in a particular securities

index. The objective of index investing is to provide returns similar

to those of the selected index.

Index Participation Unit

A security of a special purpose entity which holds the securities

that are included in a specified widely published market index in

substantially the same proportion as those securities are reflected

in the index.

Leverage

Using borrowed funds to help pay for an investment. Leveraging

magnifies the amount you make or lose, because the gain or loss is

measured against the portion of the investment you have not borrowed

– not against the total investment. For example, if you borrow $500 to

make a $1,000 investment, and the value of the investment increases

by $100, your gain is 20 per cent ($100 gain on the $500 you have not

borrowed), not 10 per cent. Similarly, if the value of the investment

decreases by $100, your loss will be 20 per cent.

LIBOR (London Inter-Bank Overnight Rate)

The rate of interest on U.S.-dollar-denominated deposits traded

between banks in London, widely monitored as an international

interest rate indicator. It may be quoted as a one-month,

three-month, six-month, or one-year rate. The LIBOR allows investors

to match their cost of lending to their cost of funds, and is often

used as a base index for setting rates of some adjustable rate

financial instruments, including Adjustable Rate Mortgages (ARMs).

Liquidity

An investment is “liquid” if it can be bought and sold on a public

market. Liquidity also refers to how easy it is to convert an

investment to cash at a reasonable price.

Listed warrant

Gives the owner the right, but not the obligation, to buy or sell certain

securities at a specified price within a certain time period. Listed

warrants are publicly traded.

Management expense ratio

A management expense ratio (MER) is the total fees and expenses a

fund paid during a year divided by its average assets for that year.
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Market capitalization

Number of outstanding shares of a corporation, multiplied by the

price per share.

Mid-cap

Refers to market capitalization. Mid-capitalization companies are

those companies whose total market value is in the middle range of

those listed on a particular stock market. In the United States, mid-cap

stocks have a market value between US$1 billion and US$10 billion.

Money market securities

Short-term obligations such as T-bills, commercial paper and bankers

acceptances.

Note

A debt security committing the issuer to pay a specific sum of

money, either on demand or on a fixed date in the future, with or

without interest.

Option or option on futures

Gives the owner the right, but not the obligation, to buy or sell a

security or futures contract within a certain time period, at a

specified price. A call option is the right to buy; a put option is the

right to sell. The buyer of the option pays the seller a premium.

Options can be traded on an exchange or over-the-counter.

Over-the-counter trading (OTC)

This term refers to trading in stocks or options through a computer or

telephone network rather than through a public stock exchange. The

term originates from the time share certificates were purchased over

a bank or a store counter.

Portfolio turnover rate

Portfolio turnover rate is calculated based on the lesser of securities

purchased or sales proceeds divided by the average market value of

portfolio securities for the period, excluding short-term securities.

Repurchase Agreements (“repo”)

This agreement is like a short-term loan and takes place when one

party buys a security at one price and agrees to sell it back later to

the same party at a higher price. The difference between the higher

price and the original price is like the interest rate payment on a loan.

Return of capital

Return of capital typically occurs when a fund’s objective is to pay

unitholders a fixed regular monthly distribution. RBC Funds that

typically pay return of capital distributions include RBC Managed

Payout Solution, RBC Managed Payout Solution – Enhanced and

RBC Managed Payout Solution – Enhanced Plus and Series T units of

the RBC Funds. If the interest, dividends and capital gains which have

been earned by the fund are less than the amount of the regular

distributions, return of capital is added to make up the remainder of

the payment. This helps to maintain a consistent payout rate each

month. The main benefit of return of capital distributions is that they

are not immediately taxable when received. This makes it different

from other types of distributions such as interest, dividends and

taxable capital gains, which must be included as income in the year

received. Amounts that have been paid to you as return of capital are

identified on your T3 slip (Relevé 16 in Quebec).

Securities

Investments or financial instruments such as shares, debt securities

and derivatives.

Shares

Units of ownership in a corporation that give the owner certain

stated rights. Holders of preferred shares generally have preference

over holders of common shares when a corporation pays dividends

or liquidates its assets.

Small cap company

Small capitalization company or a company that has a small market

capitalization relative to other companies.



176

R B C F U N D S S i m p l i f i e d P r o s p e c t u s

Swaps

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.

Treasury bills (T-bills)

Short-term debt securities issued or guaranteed by federal,

provincial or other governments. T-bills are issued at a discount and

do not pay any interest. The return on a T-bill is the difference

between the price you pay and its “face” or par value.

Units

Units are issued by a mutual fund trust and represent your

investment in the fund. When you invest in a mutual fund trust,

you buy units or fractions of units of the mutual fund.

Unit value

The total value of a fund’s assets allocable to a series, minus

the liabilities allocable to that series, divided by the number of

outstanding units of that series.
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RBC Funds

You will find more information about each fund in its annual information form,
management reports of fund performance and financial statements. These documents
are incorporated by reference into this simplified prospectus. That means they legally
form part of this simplified prospectus just as if they were printed in it.

For a copy of these documents, at no cost, call us at 1-800-463-FUND (3863) (English)
or 1-800-668-FOND (3663) (French), e-mail us at funds@rbc.com or ask your dealer.

You can also get copies of this simplified prospectus, the annual information form,
the management reports of fund performance and the financial statements from the
RBC Funds website at www.rbcam.com.

These documents and other information about the funds, such as information circulars
and material contracts, are also available at www.sedar.com.
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No securities regulatory authority has expressed an opinion
about these units and it is an offence to claim otherwise.

1 Offering Series A units only.
2 Offering Series A and Advisor Series units only.
3 Offering Series A, Series D and Series F units only.
4 Offering Series A, Advisor Series, Series D and Series F units only.
5 Offering Series A, Series D, Series I and Series O units only.
6 Offering Advisor Series and Series F units only.
7 Offering Series A, Advisor Series, Series D, Series F, Series I

and Series O units only.
8 Offering Series A, Series F and Series I units only.
9 Offering Series A, Advisor Series, Series D, Series F and Series O

units only.

10 Offering Series A, Advisor Series, Series T, Series D, Series F and
Series O units only.

11 Offering Series A, Series D, Series F and Series O units only.
12 Offering Series A, Advisor Series, Series D, Series F and

Series I units only.
13 Offering Series A, Advisor Series, Series T, Series D, Series F,

Series I and Series O units.
14 Offering Series A, Advisor Series and Series F units only.
15 Offering Series A, Advisor Series, Series F and Series O

units only.

Series A, Advisor Series, Series T, Series D, Series F, Series I and Series O units
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