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1.1.2
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MUTUAL FUND DEALERS ASSOCIATION OF CANADA
RULE NO. 1 - BUSINESS STRUCTURES AND QUALIFICATIONS

BUSINESSSTRUCTURES

Members. No Member or Approved Person (as defined in By-lal) in respect of a
Member shall, directly or indirectly, engage in a®curities related business (as defined
in By-law 1.1) except in accordance with the follog

(a) all such securities related business is carriedoothe account of the Member,
through the facilities of the Member (except asregply provided in the Rules)
and in accordance with the By-laws and Rules, dttea:

® such business as relates solely to trading in diejpsgruments conducted
by any Approved Person not on account of the Mendet

(i) such business conducted by an Approved Person esiployee of a bank
and in accordance with thBank Act(Canada)and the regulations
thereunder and applicable securities legislation.

(b) all revenues, fees or consideration in any forratirey) to any business engaged in
by the Member is paid or credited directly to therivber and is recorded on the
books of the Member;

(©) the relationship between the Member and any pezsnducting securities related
business on account of the Member is that of:

M an employer and employee, in compliance with Rule4]
(i) a principal and agent, in compliance with Rule3,.dr
(i) an introducing dealer and carrying dealer, in coamgle with Rule 1.1.6;

(d) the business or trade or style name under which securities related business is
conducted is in accordance with Rule 1.1.7.

Compliance by Approved PersonsEach Approved Person who conducts or participates
in any securities related business in respect ®flenber in accordance with Rule
1.1.2.(c)(i) or (ii) shall comply with the By-lavend Rules as they relate to the Member
or such Approved Person.

Service Arrangements A Member or Approved Person may engage the s\t any
person including another Member or Approved Perdonprovide services to the
Member or Approved Person, as the case may beidedbthat:

(&) the services do not in themselves constitute séesirielated business or duties or
responsibilities that are required to be perforrbgdthe Member or Approved
Person engaging the services pursuant to the Bg;ldRules or applicable
securities legislation;



(b)

(©)

(d)

()

any remuneration or compensation in any form ipees of such services shall
only be paid or credited by the Member or ApprowRerson engaging the
services, as the case may be, directly to the pgmaviding the services and the
payment or credit of such remuneration or compésrsahall be recorded in the
books and records required to be maintained inrdac@e with the By-laws and
Rules by the Member or Approved Person engaginly sewvices;

the Member or Approved Person engaging the serglcell remain responsible
for compliance with the By-laws and Rules and gopliaable legislation;

any person preparing and maintaining books anddscas a service in respect of
the business of the Member or Approved Person stwao in accordance with

the requirements of Rule 5, and such books anddscshall be available for

review by the Member or Approved Person during radrbusiness hours and by
the Corporation in accordance with the By-laws Bates; and

all material terms of the services to be engagatrtlate to requirements of the
Member or Approved Person under the By-laws, Riteficies or Forms shall be
evidenced in writing and a copy of such terms, ttoge with any amendments
thereto from time to time or termination, shall p@vided by the Member or
Approved Person promptly to the Corporation upoguest, together with any
other information relating thereto as may be retpaeby the Corporation.

1.1.4 Employees A Member may conduct its business by Approvedsétes employed as
employees by it provided that:

(@)

(b)

(©)

(d)

()

any such employee is registered or licensed, inmhaner necessary, and is in
good standing, under the applicable legislatiothi province or territory where
the employee proposes to act;

the Member shall be responsible for, and shall =iges the conduct of the
employee as an Approved Person in respect of thiméss including compliance
with applicable legislation and the By-laws andd=ul

the Member shall be liable to third parties (inahgl clients) for the acts and
omissions of the employee relating to the Membleu'siness;

the employee is in compliance with the legislatiBg;laws and Rules applicable
to the employee as an Approved Person; and

where the Member and the Approved Person emplogednaemployee have
entered into a written agreement, it shall not amntprovisions which are
inconsistent with an employment relationship orhvifte requirements set out in
paragraphs (a) to (d) inclusive, of Rule 1.1.4.

1.1.5 Agents A Member may conduct its business by Approveddtes retained or contracted
by it as agents provided that:



(@)

(b)

(©)

(d)

(€)

(f)

(9)

(h)

(i)

()

(k)

any such agent is registered or licensed in theneranecessary, and is in good
standing, under the applicable legislation in thevimce or territory where the
agent proposes to act;

the Member shall be responsible for, and shall rsigx the conduct of the agent
in respect of the business including compliancé ajfiplicable legislation and the
By-laws and Rules;

the Member shall be liable to third parties (inahgl clients) for the acts and
omissions of the agent relating to the Member’srass;

the agent is in compliance with the legislation;|Bws and Rules applicable to
the agent;

the financial institution bonds and insurance peficequired to be maintained by
the Member pursuant to Rule 4 cover and relateg¢abnduct of the agent;

all books and records prepared and maintained &yatient in respect of such
business of the Member shall be in accordance Witke 5 and applicable
legislation, shall be the property of the Membed ahall be available for review
by and delivery to the Member during normal bussnesurs;

all such business conducted by the agent is imémee of the Member subject to
the provisions of Rule 1.1.7;

the agent shall not conduct securities relatedniessi with or in respect of any
person other than the Member;

if the agent is engaged in or carrying on any lessnor activity other than
business conducted on behalf of the Member, inclydiny business or activity
which is subject to regulation by any regulatoryhatity other than a securities
commission, compliance with the terms of the ages@meferred to in paragraph
(k) shall be monitored and enforced directly by khember and not by or through
any other person including another employer orgipml of the agent;

the terms or basis on which the agent may be ewlgagar carry on any business
or activity other than business conducted on bebglthe Member shall not
prevent or impair the ability of the Member or fBerporation from monitoring
and enforcing compliance by the agent with the $eofithe agreement referred to
in paragraph (k) or the By-laws or Rules; and

the Member and the agent shall have entered insgegement in writing, which
shall be provided promptly to the Corporation upequest, containing terms
which include the provisions of paragraphs (a)jtoitfclusive, and which do not
include provisions which are inconsistent with pmegphs (a) to (j), and shall
provide the Corporation with a certificate signgdam officer or director of such
Member and, upon request by the Corporation, spidvide an opinion of

counsel, confirming the agreement is in complianitk such provisions.



1.1.6 Introducing and Carrying Arrangement

(@)

(b)

Permitted Arrangements. A Member may enter into an arrangement with
another Member pursuant to which the accounts efMamber (the "introducing
dealer") are carried by the other Member (the Y@agrdealer") provided that:

(i)
(ii)

(iii)

(iv)

v)

(Vi)

the arrangement shall satisfy the requirements adraying arrangement
described in Rule 1.1.6(b);

an introducing dealer shall not introduce accotmeny person who is not
a Member;

an introducing dealer may not introduce accountsmire than one
Member, except that a Level 2, 3 or 4 Member manodtuce to another
Member accounts of clients which are self-diregishs registered for
income tax purposes;

the Members shall enter into a written agreementleexing the
arrangement and reflecting the requirements of Rule6(b) and such
other matters as may be required by the Corporation

the arrangement (including the form of agreemeifférred to in Rule
1.1.6(b)) and any amendment to or termination @& #mrangement or
agreement, shall have been approved by the Corporbefore it is to
become effective; and

the arrangement shall be in compliance with thd&Bys and Rules and
the securities legislation applicable to eithethaf Members.

Terms of Arrangement. A Member may enter into an agreement with amothe
Member in accordance with Rule 1.1.6(a) if it da&s the following
requirements:

(i)

(ii)

(iii)

Minimum Capital The carrying dealer shall maintain at all times
minimum capital of a Level 4 Dealer, and the introdg dealer shall
maintain at all times minimum capital of a Level?]1 3 or 4 Dealer, as the
case may be;

Reporting of Client Balances In calculating the risk adjusted capital
required pursuant to Rule 3.1.1 and Form 1, theyicay dealer shall
report all accounts of the clients (introduced bg tntroducing dealer to
the carrying dealer and for whom assets are hataininee name) on the
carrying dealer’s Form 1 and Monthly Financial Re&po

Comfort Deposit Any deposit (other than deposits on behalf @ntk)
provided to the carrying dealer by the introductegler pursuant to the
terms of the agreement between them shall be ssgdgn accordance
with Rule 3.3 by the carrying dealer and shall leédHby the carrying
dealer in a separate designated trust accourttéantroducing dealer;

The deposit provided by the introducing dealehi ¢arrying dealer shall
be reported by the introducing dealer as an alltevabset on its Form 1
and Monthly Financial Report;



(iv)

v)

(Vi)

(vii)

(viii)

(ix)

Segreqgation of Client Cash and Securitiekhe carrying dealer shall be
responsible for holding and segregating in accardarwith the
requirements of Rule 3.3 all cash and securitiéd foe clients introduced
to it by an introducing dealer, provided that a éle® introducing dealer
may hold cash, and a Level 4 introducing dealer mealg cash and
securities, for the accounts of clients to the mixte which such functions
are not part of the services to be provided byctreying dealer;

Trust Accounts The carrying dealer shall be responsible for ahall
maintain in its name any trust accounts establisihedespect of cash
received for the account of clients introduced ttdy the introducing
dealer, provided that a Level 3 or 4 introducinglde may hold cash in
such trust accounts to the extent to which suchtioms are not part of the
services to be provided by the carrying dealer;

Insurance The introducing dealer and carrying dealer shadlh maintain
minimum insurance in the amounts required and to@ance with Rule 4;

Amount of Insurance The carrying dealer shall include all accounts
introduced to it by the introducing dealer that laedd in nominee name in
its calculation of the "base amount" asset measemérfor minimum
Financial Institution Bond coverage for Clauses (Ajough (E) under
Rule 4;

Disclosure and Acknowledgement on Account Openig the time of
opening each client account, the introducing destiall advise the client
of the introducing dealer's relationship to theryiag dealer and of the
relationship between the client and the carryingieteand, in the case of a
Level 1 or 2 introducing dealer, obtain from theieet an
acknowledgement in writing to the effect that sadvice has been given.
In the case of a Level 2 introducing dealer, thknawledgement shall
reflect that the introducing dealer has adviseddient that the carrying
dealer shall be responsible for and shall mainiaiits name any trust
accounts established in respect of cash receivad @lients and that all
client cheques shall be payable to the carryindedea

Contracts, Account Statements, Confirmations ameh€Communications

The name and role of each of the carrying dealer the introducing

dealer shall be shown on all contracts, accourtersiiants, confirmations
and, in the case of a Level 1 introducing dealécli@nt communications
(as defined in Rule 2.8.1) and advertisements afes communications
(as defined in Rule 2.7.1) sent by either the ohticing dealer or the
carrying dealer in respect of accounts carriechieycarrying dealer. In the
case of a Level 1 introducing dealer, the name ratal of the carrying

dealer shall appear in at least equal size todh#te introducing dealer.
The use of business or trade or style names shail laccordance with
Rule 1.1.7 as applicable. The carrying dealer|dbalresponsible for
sending account statements and confirmations ¢atsliintroduced to it by
the introducing dealer as required by the By-lawd Rules to the extent




such statements and confirmations relate to traglirgccount positions in
respect of which the carrying dealer has provid=dises;

(x) Annual Disclosure A Level 3 or Level 4 introducing dealer may cdynp
with the disclosure requirements under paragraghofl providing written
disclosure at least annually to each of its clievit®se accounts are being
carried by the carrying dealer, outlining the rielaship between the
introducing dealer and the carrying dealer and¢fegtionship between the
client and the carrying dealer;

(xi)  Clients Introduced to the Carrying DealeEach client introduced to the
carrying dealer by the introducing dealer shaltbesidered a client of the
carrying dealer for the purposes of complying Wit By-laws and Rules
to the extent of the services provided by the cagrgealer; and

(xii)  Responsibility for ComplianceUnless otherwise specified in Rule 2 or in
this Rule 1.1.6, the introducing dealer which ikeavel 1 Dealer and its
carrying dealer shall be jointly and severally mspble for compliance
with the By-laws and Rules for each account intoedlito the carrying
dealer by the introducing dealer, and in all otbases the introducing
dealer shall be responsible for such compliancbkjestito the carrying
dealer being also responsible for compliance wi#spect to those
functions it agrees to perform under the arrangeémeatered into under
this Rule 1.1.6.

1.1.7 Business Names, Styles, Etc.

(@)

(b)

(©)

Use of Member NameExcept as permitted pursuant to Rule 1.1.6 witpeetsto
introducing dealers and carrying dealers and stibgeRule 1.1.7(b) and (c), all
business carried on by a Member or by any persoitsdoehalf shall be in the
name of the Member or a business or trade or ayfiee owned by the Member
or an affiliated corporation of the Member.

Contracts, Account Statements and Confirmations. Notwithstanding the
provisions of paragraph (a), the legal name ofMlenber shall be included on
any contracts, account statements or confirmatbtise Member.

Use of Approved Person Trade NameNotwithstanding the provisions of
paragraph (a), an Approved Person may conduct asinéss of the Member in a
business or trade name or style name that is abofhor owned by, the Member
or its affiliated corporation if:

® the Member has given its prior written consent; and

(i) in all materials communicated to clients or thelputher than contracts,
account statements or confirmations in accordariite(ii)):

(A)  the name is used together with the Member’s legaley and



(B) the Member’s legal name or a business or tradeyws same of
the Member is at least equal in size and prominemtee business
or trade or style name used by the Approved Person;

(i)  on contracts, account statements or confifome, the Member’s legal
name must be at least equal in size and promirtertbe business or trade
or style name used by the Approved Person.

(d) Notification of Trade Names.Prior to the use of any business or style or trade
names other than the Member’'s legal name, the Menshall notify the
Corporation.

(e) Compliance with Applicable Legislation. Any business or trade or style name
used by a Member or Approved Person must comply tluié requirements of any
applicable legislation relating to the registratioh business or trade or style
names.

® Single Use of Trade NamedNo Member or Approved Person of such Member
shall use any business or trade or style nameighated by any other Member,
unless the relationship with such other Membeh& of an introducing dealer
and carrying dealer, in compliance with Rule 1.1.6.

(9) Misleading Trade Name. No Member or Approved Person shall use any
business or trade or style name that is decepti®eading or likely to deceive
or mislead the public.

(h) Prohibition of Use of Trade Name.The Corporation may prohibit a Member or
Approved Person from using any business or tradgyie name in a manner that
is contrary to any provision of this Rule 1.1.7tloat is objectionable or contrary
to the public interest.

INDIVIDUAL QUALIFICATIONS

_ -1 Deleted: 1.2.1. Proficiency
- §&JQ§QQY§QD§ ,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,, e Requirements. An individual must not
. A A \ perform an activity that requires

(a) Compliance with MFDA Requirements Each Member shall ensure that any | registration under applicable securities
H . legislation or proficiency under the Rules

Approvgd Person who conducts any busme_ss on behétie Member ex_ecutes\ Unless the individual has the education
and delivers to the Member an agreement in a fa@mrascribed from time to ' | training and experience that a reasonable

time by the Corporation agreeing, among other irig be subject to, comply ' | Person would consider necessary to

. perform the activity competentf
with and be bound by the By-laws and Rules. (Deleted: 2 )

(b)  Training and Supervision. Upon commencement of trading or dealing in
securities for the purposes of any applicable lagan on behalf of a Member, all
Approved Persons who are salespersons shall camgpleaining program within
90 days of such commencement and a concurrent@mmsupervision period in
accordance with such terms and conditions as magréscribed from time to



(©)

time by the Corporation, unless he or she has categbla training program and
supervision period in accordance with this Rulehwatnother Member or was
licensed or registered in the manner necessary,isird good standing, under
applicable securities legislation to trade in mufuad securities prior to the date
of this Rule becoming effective.

Dual Occupations An Approved Person may have, and continue iotheer
gainful occupation, provided that:

® Permitted by legislation The securities commission in the jurisdiction in
which the Approved Person carries on or proposesatoy on business
specifically permits him or her to devote less tidsor her full time to
the business of the Member for which he or sheactsehalf of;

(i) Not prohibited The securities commission in the jurisdictiorihich the
Approved Person carries on or proposes to carnpusiness does not
prohibit an Approved Person from engaging in suzinfgl occupation;

(i)  Member approval The Member for which the Approved Person carries
on business either as an employee or agent is samat@pproves of the
Approved Person engaging in such other gainful patan;

(iv)  Member proceduresSuch Member establishes and maintains procedures
to ensure continuous service to clients and toesddpotential conflicts of
interest;

(V) Conduct unbecoming Any such gainful occupation of the Approved
Person must not be such as to bring the Corporat®mMembers or the
mutual fund industry into disrepute;

(vi) Disclosure Clear disclosure is provided to clients that awjivities
related to such other gainful occupation are ndairtass of the Member
and are not the responsibility of the Member; and

(vii)  Financial planning Any Approved Person that engages in financial
planning services otherwise than through or on lbefia Member must:

(A)  Regulations - provide such services through angtleeson that is
either regulated by a governmental authority diustay agency or
subject to the rules and regulations of a widebepmized
professional association;

(B) Legislation - comply with the requirements of angpkcable
legislation in connection with the services;

(C) Access - ensure that, subject to any applicablésl&mpn, the
Member and the Corporation have access to finangiahs
prepared on behalf of the clients of the Membeiit®yApproved
Persons; and

(D) Proficiency - have satisfied any applicable prefady

requirements by securities regulatory authoritiesvifg
jurisdiction.



(d) Business Titles No Approved Person shall hold him or herselftauthe public
in any manner including, without limitation, by tlhise of any business name or
designation of qualifications or professional exgece that deceives or misleads,
or could reasonably be expected to deceive or adsla client or any other
person as to the proficiency or qualifications loé tApproved Person under the
Rules or any applicable legislation.

| 1.22 Reporting Requirements. | Deteted: 3
(a) Member Reporting. Every Member must report to the Corporation such
information, in a manner and within such periodiofe, as may be prescribed by
the Corporation from time to time relating to:

0] complaints, criminal, civil and other leggroceedings, regulatory
proceedings, arbitrations, contraventions and pietenontraventions of
legal and regulatory requirements, disciplinaryarcby regulatory bodies
or by Members against Approved Persons, settlemervita and
compensation paid to clients, registration orrigirg by any regulatory
body, bankruptcies, insolvencies, garnishmentsraladed events;

(ii) investigations by the Member relating to asfythe matters in sub-section
(i); and

(i)  information relating to the business andeogtion of the Member and its
Approved Persons.

(b)  Approved Person Reporting. Every Approved Person must report to the
Member such information, in a manner and withinhsperiod of time, as may be
prescribed by the Corporation from time to timetielg to complaints, criminal,
civii and other legal proceedings, regulatory peatiegs, arbitrations,
contraventions and potential contraventions of llega regulatory requirements,
disciplinary action by regulatory bodies, settletsenith and compensation paid
to clients, registration or licensing by any regotg body, bankruptcies,
insolvencies, garnishments and related events.

(c) Failure to Report. A Member shall be liable for and pay to the Corpiora
levies or assessments in the amounts prescribed frme to time by the
Corporation for the failure of the Member or AppedvPerson to report any
information required to be reported in the manmet within the period of time
prescribed by the Corporation.

2. RULE NO. 2 - BUSINESS CONDUCT

2.1 GENERAL

2.1.1 Standard of Conduct Each Member and each Approved Person of a Mestizh:

(a) deal fairly, honestly and in good faith with dlients;



21.2

2.1.3
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(b)
(©)

(d)

observe high standards of ethics and conduttdrransaction of business;

not engage in any business conduct or practbéch is unbecoming or
detrimental to the public interest; and

be of such character and business repute areddueh experience and training as
is consistent with the standards described in Rige 2.1.1, or as may be
prescribed by the Corporation.

Member Responsible Each Member shall be responsible for the actsamnidsions of
each of its Approved Persons and other employegagents relating to its business for
all purposes under the By-laws and Rules.

Confidential Information

(@)

(b)

All information received by a Member relating & client or the business and
affairs of a client shall be maintained in confidenby the Member and its
Approved Persons and other employees and agemtsudth information shall be
disclosed to any other person or used for the adganof the Member or its
Approved Persons or other employees or agents withe prior written consent
of the client or as required or authorized by lggalcess or statutory authority or
where such information is reasonably necessaryduige a product or service
that the client has requested.

Each Member shall develop and maintain wrifielicies and procedures relating
to confidentiality and the protection of informatibeld by it in respect of clients.

Conflicts of Interest

(@)

(b)

(©)

(d)

Each Member and Approved Person shall be aefatee possibility of conflicts
of interest arising between the interests of thenlder or Approved Person and
the interests of the client. Where an Approved étersecomes aware of any
conflict or potential conflict of interest, the Amved Person shall immediately
disclose such conflict or potential conflict ofen¢st to the Member.

In the event that such a conflict or potentiatflict of interest arises, the Member
and the Approved Person shall ensure that it igemddd by the exercise of
responsible business judgment influenced only leytibst interests of the client
and in compliance with Rules 2.1.4(c) and (d).

Any conflict or potential conflict of intereshat arises as referred to in Rule
2.1.4(a) shall be immediately disclosed in writtoghe client by the Member, or
by the Approved Person as the Member directs, poithe Member or Approved
Person proceeding with the proposed transactiomgivise to the conflict or
potential conflict of interest.

Each Member shall develop and maintain writpeicies and procedures to
ensure compliance with Rules 2.1.4(a), (b) and (c).



2.2
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QLIENT ACCOUNTS

"Know-Your-Client". Each Member and Approved Person shall use dugedie:

(& to learn the essential facts relative to each tlgam to each order or account
accepted;

(b)  to ensure that the acceptance of any order foraangunt is within the bounds of
good business practice; and

(c) to ensure that each order accepted or recommendatale for any account of a
client is suitable for the client and in keepingthwithe client's investment
objectives; and

(d) to ensure that, notwithstanding the provisions afragraph (c), where a
transaction proposed by a client is not suitabfetiie client and in keeping with
the client’s investment objectives, the Member sasadvised the client before
execution thereof.

New Account Application Form. A New Account Application Form must be completed
for each new account of a client. If the New AatbApplication Form does not include

know-your-client information, this must be docuneghbn a separate Know-Your-Client
form. Such form or forms shall be duly completecconform with the requirements of

Rule 2.2.1 and shall be signed by the client artddda Account numbers must not be
assigned unless they are accompanied by the pnepee and address for the client and
such name and address must be supported by thé\bleaunt Application Form.

New Account Approval Each Member shall designate a trading partneecttir or
officer or, in the case of a branch office, a bfameanager reporting directly to the
designated partner, director or officer, who shml responsible for approval of the
opening of new accounts and the supervision ofadcactivity. The designated person
shall prior to or promptly after the completion afy initial transaction specifically
approve the opening of such account in writing aneecord of such approval shall be
maintained in accordance with Rule 5.

Updating Know-Y our-Client Information

(&8 The Form documenting know-your-client informatiomshbe updated to include
any material change in client information wheneaetMember or Approved
Person or other employee or agent becomes awaseiabf change including
pursuant to Rule 2.2.4(b).

(b)  Without reducing the responsibility of Members inl&2.2.1, all Members must
at least annually, in writing, request each cltermotify the Member if the know-
your-client information previously provided to thdember or the client's
circumstances have materially changed. The datudf request and the date
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2.3.3
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upon which any such client information is receiaud recorded or amended
must be retained.

(c) Written authorization must be obtained from therifor any change in a client
name.

FOWER OF ATTORNEY /LIMITED TRADING AUTHORIZATION

(&) Prohibition. No Member or Approved Person shall accept oupoh a general
power of attorney or other similar authorizatioonfr a client in favour of the
Member or Approved Person or engage in any diseraty trading.

(b) Exception Notwithstanding the provisions of paragraph &) Approved Person
may accept or act upon a general power of attooneymilar authorization from
a client in favour of the Approved Person wherenstleent is a spouse, parent or
child of the Approved Person and provided that:

® the Approved Person notifies the Member of the pizcece of the general
power of attorney or similar authorization;

(i) an Approved Person other than the Approved Perstifing the general
power of attorney must be the Approved Person afrceon the account;
and

(i) such other conditions as prescribed by the Corjgorare met.

Limited Trading Authorization. A Member or Approved Person may accept a limited
trading authorization from a client for the exprpsspose of facilitating trade execution.
In such circumstances a form of limited trading hauvization as prescribed by the
Corporation must be completed and approved by tmaptiance officer or branch
manager, and retained in the client’s file.

Designation Each trade made pursuant to a limited tradindhaigation and its
corresponding account must be identified as su¢harbooks and records of the Member
and on any order documentation.

REMUNERATION , COMMISSIONS AND FEES

Payable by Member Only Any remuneration in respect of business condubiedn
Approved Person on behalf of a Member must be Ipgithe Member (or its affiliates or
its related Members which have received it fromNrember) directly to and in the name
of the Approved Person.

No Approved Person in respect of a Member shaleptcor permit any associate to
accept directly or indirectly, any remuneration,atgity, benefit or any other
consideration from any person other than the Mendreits affiliates or its related
Members, in respect of the business carried osulsi Approved Person on behalf of the
Member or its affiliates or its related Members.



2.4.2 Referral Arrangements

(@)

(b)

Definitions. For the purpose of this Rule 2.4.2

(i)

(ii)

a "referral arrangement” is an arrangement webyera Member is paid or
pays a fee, including fees based on commissioskaning a commission,
for the referral of a client to or from another gmr; and

a referral arrangement does not include anynpent to a third party
service provider where the service provider hasdimect contact with
clients and where the services do not constitutargées related business.

Permitted Arrangements Referral arrangements may only be entered into o
the following basis:

(i)

(ii)

(iii)

(iv)

the referral arrangement is only between a Memdnd another Member
or between a Member and an entity that is (A) Esehor registered in
another category pursuant to applicable securiteggslation, (B) a

Canadian financial institution for the purposedNational Instrument 14-
101, (C) insurance agents or brokers, or (D) swibjecsuch other

regulatory system as may be prescribed by the Catipa;

there is a written agreement governing thiemral arrangement prior to
implementation;

all fees or other form of compensation paid part of the referral
arrangement, to or by the Member, must be recomfethe books and
records of the Member; and

written disclosure of referral arrangementsstroe made to clients prior to
any transactions taking place. The disclosure m@tu must include an
explanation or an example of how the referral fealculated, the name
of the parties receiving and paying the fee, asthiement that it is illegal
for the party receiving the fee to trade or aduiseespect of securities if it
is not duly licensed or registered under applicagleurities legislation to
so trade or advise.

2.4.3 Service Fees or ChargesNo Member shall impose on any client or deduotnfrthe
account of any client any service fee or servicargh relating to services provided by
the Member in connection with the client's accaumess written notice shall have been
given to the client on the opening of the accounhat less than 60 days prior to the
imposition or revision of the fee or charge. Fa furposes of this Rule, service fees or
charges shall not include any commissions chargedxecuting trades.

2.5
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MINIMUM STANDARDS OF SUPERVISION

Member Responsibilities Each Member is responsible for establishing, @mgnting
and maintaining policies and procedures to ensieehiandling of its business is in



accordance with the By-laws, Rules and Policies avith applicable securities

legislation.

2.5.2 Ultimate Designated Person

(@)

(b)

Designation Each Member must designate an individual registeunder
applicable securities legislation as an “ultimagsignated person” who must be:

(i)
(ii)

(iii)

the chief executive officer or sole proprietdrthe Member;

an officer in charge of a division of the Memt if dealing in mutual
funds occurs only within that division; or

an individual acting in a capacity similar tbat of an officer described in

(i) or (ii).

Responsibilities.The ultimate designated person must:

(i)

(ii)

supervise the activities of the Member tha directed towards ensuring
compliance with the By-laws, Rules and Policies avith applicable
securities legislation by the Member and its Appb¥ersons; and

promote compliance with the By-laws, Rules aPRdlicies and with
applicable securities legislation by the Member émdpproved Persons.

2.5.3 Chief Compliance Officer

(@)

(b)

Designation Each Member must designate an individual registeunder
applicable securities legislation as a chief coarple officer” who must be:

(i)
(ii)

an officer or partner of the Member; or
the sole proprietor of the Member.

Responsibilities The chief compliance officer must:

(i)

(ii)

(iii)

establish and maintain policies and proceddioesassessing compliance
by the Member and its Approved Persons with theaBys, Rules and
Policies and with applicable securities legislation

monitor and assess compliance by the Membelrits Approved Persons
with the By-laws, Rules and Policies and with aggdlle securities
legislation;

report to the ultimate designated persorhaf Member as soon as possible
if the chief compliance officer becomes aware of/ aircumstances
indicating that the Member, or any of its Approvedrsons may be in
non-compliance with the By-laws, Rules and Poliegiag with applicable
securities legislation and any of the following pp

(A)  the non-compliance reasonably creates a risk ohhara client;



(©)

(B) the non-compliance reasonably creates a risk ahharthe capital
markets;

(C) the non-compliance is part of a pattern of non-dampe; and

(iv)  submit a report to the board of directors @artners, as frequently as
necessary and not less than annually, for the garpof assessing
compliance by the Member and its Approved Persaiis thie By-laws,
Rules and Policies and with applicable securiggsslation.

Alternates. In the event that a chief compliance officetemporarily absent or

unable to perform his or her responsibilities, anMer shall designate one or
more alternates who must be qualified as chief dampe officers pursuant to the
applicable securities legislation and who shalhcaut the responsibilities of the
chief compliance officer.

2.5.4 Access to Board The Member must permit its ultimate designatedsqe and its chief
compliance officer to directly access the boardliogctors or partners of the Member at
such times as the ultimate designated person athtieé compliance officer may consider
necessary or advisable in view of his or her resybdities.
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Branch Manager

(@)

(b)

Designation Each Member must designate an individual qealifis a branch
manager pursuant to paragraph (b) for each brafiide gas defined in By-law
1.1) of the Member. The Member is not requirediésignate a branch manager
for a sub-branch office who is normally presenttta office, provided that a
branch manager who is not normally present at |uthtbranch office, or a
trading partner, director or officer or a complianofficer designated as the
branch manager for such sub-branch office, supssvits business at the sub-
branch office in accordance with the By-laws anteRu

Proficiency Requirements. An individual may not be designated by the Member
as a branch manager pursuant to paragraph (a) eiteamnate branch manager
pursuant to paragraph (e) unless the individual has

(1) met the requirements for a salesperson ascpbed under applicable
securities legislation and has passed any one ef filllowing
examinations:

(A) the Branch Managers Course Exam offered by the @ISbal
Education Inc.;

(B) the Mutual Fund Branch Managers’ Examination Coutsam
offered by the IFSE Institute; or

(C) the Branch Compliance Officers Course Exam offdredhe CSI
Global Education Inc.



(c) Experience Requirements.In addition to the requirements set out in Rule
2.5.5(b), each branch manager, except alternatechnmanagers, in respect of a
Member shall:

® have acted as a salesperson, trading partngector, officer or
compliance officer registered under the applicableurities legislation for
a minimum of two years; or

(i) have a minimum of two years of equivalent extpece to that of an
individual described in paragraph (i).

2 —

() supervise the activities of the Member at anbraor sub-branch that are
directed towards ensuring compliance with the Bysia Rules and "
Policies and with applicable securities legislatipnthe Member and its
Approved Persons; and

(i) supervise the opening of new accounts and traditigity at the branch
office.

perform his or her responsibilities, a Member shddkignate one or more
alternate branch managers who must be qualifidatasch managers pursuant to
paragraph (b) and who shall carry out the respditb of the branch manager,
but are not required to be normally present abtiaach office.

2.6

have not passed an examination or successfully ledeab a program unless fhie\

directors, officers, compliance officers and bran@mnagers pursuant to the By-laws and
Rules.

manager or alternate branch manager shall be pednit delegate any supervision or
compliance responsibility under the By-laws or Ruie respect of any business of the
Member, except as expressly permitted pursuatetd@y-laws and Rules.

BORROWING FOR SECURITIES PURCHASES
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2.7

2.7.1

2.7.2

Each Member shall provide to each client a riskcldsure document containing the
information prescribed by the Corporation when

(a) a new account is opened for the client; and

(b)  when an Approved Person makes a recommendatigoufehasing securities by
borrowing, or otherwise becomes aware of a cliemtdwing monies for the
purpose of investment,

provided that a Member is not required to complyhwparagraph (b) if such a risk
disclosure document has been provided to the digtihe Member within the six month
period prior to such recommendation or becomingwgare.

ADVERTISING AND SALES COMMUNICATIONS

Definitions. For the purposes of the By-laws and Rules:

(a) "advertisement" includes television or radiomogercials or commentaries,
billboards, internet websites, newspapers and niagaadvertisements or
commentaries and any published material promotireghusiness of a Member
and any other sales literature disseminated thrahghcommunications media;
and

(b) "sales communication” includes records, vidgzes and similar material, market
letters, research reports, and all other publishrederial, except preliminary
prospectuses and prospectuses, designed for @n psesentation to a client or a
prospective client whether such material is giverstoown to them and which
includes a recommendation in respect of a security.

General Restrictions No Member shall issue to the public, participat®r knowingly
allow its name to be used in respect of any adsartent or sales communication in
connection with its business which:

(a) contains any untrue statement or omission of anafact or is otherwise false
or misleading, including the use of a visual imageh as a photograph, sketch,
drawing, logo or graph which conveys a misleadingriession;

(b) contains an unjustified promise of specific results

(c) uses unrepresentative statistics to suggest ummtada or exaggerated
conclusions, or fails to identify the material asptions made in arriving at these
conclusions;

(d)  contains any opinion or forecast of future evenltictv is not clearly labelled as
such;

(e) fails to fairly present the potential risks to tent;

® is detrimental to the interests of the public, @poration or its Members; or



2.7.3

2.8

28.1

2.8.2

2.8.3

() does not comply with any applicable legislationtioe guidelines, policies or
directives of any regulatory authority having jdiicgion over the Member.

ReviewRequirements No advertisement or sales communication shaibsiged unless
first approved by a partner, director, officer, gdiance officer or branch manager who
has been designated by the Member as being resperisi advertisements and sales
communications.

QLIENT COMMUNICATIONS

Definition. For the purposes of the By-laws and Rules "tleammunication” means
any written communication by a Member or an Apptb\werson to a client of the
Member, including trade confirmations and accoumhtesnents, other than an
advertisement or sales communication.

General Restrictions No client communication shall:

(a) be untrue or misleading or use an image such pisotograph, sketch, logo or
graph which conveys a misleading impression;

(b) make unwarranted or exaggerated claims or osiwis or fail to identify the
material assumptions made in arriving at these losians;

(c) be detrimental to the interests of clients, fheblic, the Corporation or its
Members;

(d) contravene any applicable legislation or aniggline, policy, rule or directive of
any regulatory authority having jurisdiction oveetMember; or

(e) be inconsistent or confusing with any informatiprovided by the Member or
Approved Person in any notice, statement, confignatreport, disclosure or
other information either required or permitted t® fiven to the client by a
Member or Approved Person under the By-laws, Riesicies or Forms.

Rates of Return

(a) In addition to complying with the requirements Rule 2.8.2, any client
communication containing or referring to a raterefurn regarding a specific
account or group of accounts must be based on lamaéired rate of return and
explain the methodology used to calculate such ehteturn in sufficient detail
and clarity to reasonably permit the client to uistend the basis for the rate of
return.

(b) Notwithstanding the provisions of paragraph #)ere an account has been open
for less than 12 months, the rate of return showstrbe the total rate of return
since account opening.
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2.10

2.11

2.12

INTERNAL CONTROLS

Every Member shall establish and maintain adequmdésnal controls as prescribed by
the Corporation from time to time.

FOLICIES AND PROCEDURES M ANUAL

Every Member shall establish and maintain writteticies and procedures (that have
been approved by senior management of the Memloerddaling with clients and

ensuring compliance with the Rules, By-laws andicks of the Corporation and

applicable securities legislation.

QOMPLAINTS

Every Member shall maintain a log of client comptai and shall establish written
policies and procedures for dealing with client ptaints which ensure that such
complaints are dealt with promptly and fairly.

TRANSFERS OFACCOUNT

2.12.1 Definitions. For the purposes of the By-laws and Rules:

(a) "account transfer" means the transfer in wholengpart of an account of a client
of a Member at the request or with the authoritthef client;

(b) "delivering Member" means in respect of an accdransfer the Member from
which the account of the client is to be transirend

(c) "receiving Member" means in respect of an accaamisfer the Member to which
the account of the client is to be transferred.

2.12.2 Transfers. No account transfer shall be effected by a Memibighout the written

5.1

authorization of the client holding the account.an account transfer is authorized by a
client, a delivering Member and a receiving Memsleall act diligently and promptly in
order to facilitate the transfer of the accounarmorderly and timely manner.

RULE NO. 5 - BOOKS, RECORDS & REPORTING

REQUIREMENT FOR RECORDS

Every Member shall keep such books, records aner @bcuments as are necessary for
the proper recording of its business transactionksfimancial affairs and the transactions
that it executes on behalf of others and shall keegh other books, records and
documents as may be otherwise required by the Catipn. Such books and records
shall contain as a minimum the following:

(a) blotters, or other records, containing an itemidaily record of:
® all purchases and sales of securities;



(b)

(©)

(d)

(€)

0]
(9)

(h)

(i) all receipts and deliveries of securities, inclugaertificate numbers;
(i) all receipts and disbursements of cash;

(iv)  all other debits and credits, the account for whéetth transaction was
effected;

(v) the name of the securities;

(vi)  the class or designation of the securities;

(vii)  the number or value of the securities;

(viii) the unit and aggregate purchase or sale price; and

(ix) the trade date and the name or other designatitdmegberson from whom
the securities were purchased or received or tonwtiey were sold or
delivered,;

an adequate record of each order, and of any @istuction, given or received
for the purchase or sale of securities, whethecwee or unexecuted. Such
record shall show:

® the terms and conditions of the order or instruxgicand of any
modification or cancellation thereof;

(i) the account for which entered or received; and

(i) the time of entry or receipt, the price at whicle@axed and, to the extent
feasible, the time of execution or cancellation;

where the order or instruction is placed by anvimdial other than the person in
whose name the account is operated, or an individuly authorized to place
orders or instructions on behalf of a client thatai company, the name, sales
number or designation or the individual placing dnder or instruction shall be
recorded,;

copies of confirmations of all purchases and safesecurities and copies of all
other debits and credits for securities, cash ahdrotems for the account of
clients;

a record of the proof of cash balances of all ledgeounts in the form of trial
balances and a record of calculation of minimumitagpadjusted liabilities and
risk adjusted capital required;

all cheque books, bank statements, cancelled chkemacash reconciliations;

all bills receivable or payable (or copies thergpBid or unpaid, relating to the
business of the Member;

all limited trading authorizations in respect ofyaaccount, and copies of
resolutions empowering an agent to act on behafadrporation;



52

5.3

53.1

(i)

()

all written agreements (or copies thereof) entémezlby such Member relating to
their business as such, including leveraging docuati®n, disclosure materials
and agreements relating to any account; and

all documentation relating to an advance of fundextension of credit to or on
behalf of a client, directly or indirectly, in coaction with the receipt of funds on
the redemption of mutual fund securities, includihg prior written confirmation

referred to in Rule 3.2.3.

SORAGE MEDIUM

All records and documents required to be maintaibgda Member in writing or
otherwise may be kept by means of mechanical, retatt electronic or other devices

provided:

(&  such method of record keeping is not prohibitedenrsthy applicable legislation;

(b)  there are appropriate internal controls in place,gtiard against the risk of
falsification of the information recorded,;

(c) such method provides a means to furnish promptlyh Corporation upon
request legible, true and complete copies of thieserds of the Member which
are required to be preserved; and

(d)  the Member has suitable back-up and disaster regpvegrams.

QLIENT REPORTING

Delivery of Account Statement

(@)

(b)

(©)

Each Member shall send an account statemesridb client in accordance with
the following minimum standards:

® once every 12 months for a client name account;

(i) once a month for nominee name accounts of cliehtrevthere is an entry
during the month and a cash balance or securityigrmsand

(i) quarterly for nominee name accounts where no drdsyoccurred in the
account and there is a cash balance or securitfigmoat the end of the
quarter.

A Member may not rely on any other person (idotg an Approved Person) to
send account statements as required by this Rule.

Notwithstanding the provisions of 5.3.1(b), aerber may rely on the trustee
administering a self-directed registered plan todséhe account statement
required by paragraph (a)(i) where the followingditions are met:

® The Member does not act as agent for the trusteddaegistered plans;

(i) The trustee meets the definition of “Acceptabletitngon” as defined in
Form 1,



(i)  Thereis a services agreement in place betweeklé¢neber and the trustee
which complies with the requirements of MFDA Ruld.B and provides
that the trustee is responsible for sending accstatéments to clients of
the Member that comply with the requirements of MFRule 5;

(iv)  There s clear disclosure about which trades axegol by the Member;

(v) Clear disclosure must be provided on the accouwaterstent regarding
which securities positions referred to on the shatet are eligible for
coverage by the MFDA Investor Protection Corporatiad which are not
(once the Corporation is offering coverage);

(vi) The Member’s full legal name must appear on theoatt statement
together with the name of the trustee; and

(viij  The Member must receive copies of the statementsnsure that the
information contained therein matches its own infation regarding the
transactions it executes.

(a) Notwithstanding the provisions of Rule 5.3.1(b),en a Member is affiliated
with a fund manager and in connection with a speciient account is selling
only the mutual fund securities of an issuer madalg such affiliated fund
manager for that client account, the Member may ml the affiliated fund
manager to send the account statement requiredabgggaph (a)(i) for that
specific account.

5.3.2 Automatic Payment Plans Notwithstanding the provisions of Rule 5.3.1i{)(vhere a
Member holds client assets in nominee name andrtlyeentry in the client's account in
a month relates to the client's participation in:

(a) any automatic payment plan that provides for syatamnirading in the securities
of a mutual fund on a monthly or more frequent fyami

(b) other automatic entries such as dividends andested distributions,

the Member shall send an account statement tditre quarterly.

5.3.3 Content of Account Statement Each account statement must contain the following
information:

(a) for nominee name accounts or accounts wherd#maber acts as an agent for
the trustee for the purposes of administering diedcted registered retirement
savings or similar plan:

® the opening balance;
(i) all debits and credits;
(i) the closing balance;

(iv)  the quantity and description of each security paseld, sold or transferred
and the dates of each transaction, and,;
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54

54.1

54.2

5.4.3

(v) the quantity, description and market value of eseturity position held
for the account;

(b) for client name accounts:
® all debits and credits;

(i) the quantity and description of each security paseld, sold or transferred
and the dates of each transaction; and

(i)  for automatic payment plan transactions, the degeptan was initiated, a
description of the security and the initial paymantount made under the
plan.

(c) for all accounts:
® the type of account;
(i)  the account number;
(i)  the date the statement was issued;
(iv)  the period covered by the statement;

(V) the name of the Approved Person(s) servicirggahcount, if applicable;
and

(vi) the name, address and telephone number dflémeber.

Member Business Only Only transactions executed by the Member may appe the
statement of account required pursuant to Rul&5.3.

TRADE CONFIRMATIONS

Delivery of Confirmations. Every Member who has acted as principal or agent
connection with any trade in a security shall priynpend by prepaid mail or deliver to
the client a written confirmation of the transawticontaining the information required
under Rule 5.4.3. The Member need not send toligat a written confirmation of a
trade in a security of a mutual fund where the rgenaf the mutual fund sends the client
a written confirmation containing the informaticequired to be sent under Rule 5.4.3.

Automatic Payment Plans Where a transaction relates to a client's padton in an
automatic payment plan that provides for systentediding in the securities of a mutual
fund on a monthly or more frequent basis, and themlder registers the mutual funds
pursuant to the plan, the Member is required ta setrade confirmation for the initial
purchase only.

Content. Every confirmation of trade sent to a client mast forth the following
information:

(& the quantity and description of the security;

(b)  the price per share or unit at which the trade eftected,;



5.5

5.6

(©)
(d)
(€)
(f)

(@)
(h)
()
()
(k)
)
(m)

the consideration;
the name of the Member;
whether or not the Member is acting as principagent;

if acting as agent, the name of the person or capfsam or to or through whom
the security was bought or sold;

the type of the account through which the trade effected,;
the commission, if any, charged in respect of thdd;

the amount deducted by way of sales, service drat gharges;
the amount, if any, of deferred sales charges;

the name of the Approved Person, if any, in thesaation;

the date of the trade; and

the settlement date.

ACCESS TOBOOKS AND RECORDS

All books, records, documentation and other infdiama required to be kept and
maintained by a Member or Approved Person shallabeilable for review by the
Corporation and the Corporation shall be entittedhbike copies thereof and retain them
for the purposes of carrying out its objects anspoasibilities under the applicable
securities legislation, the By-laws or the Rules.

RECORD RETENTION

Each Member shall retain copies of the records @omimentation referred to in this
Rule 5 for seven years from the date the recomidated or such other time as may be
prescribed by the Corporation.



MFDA POLICY NO. 6

INFORMATION REPORTING REQUIREMENTS

1. Introduction

This Policy establishes minimum requirements camogr events that Approved Persons are
required to report to Members and events that Membee required to report to the MFDA
pursuant to Rule 1.2.5.

Part A of this Policy, entitled Approved Person Reporting Requiremgntets out details
regarding the reporting of information under Rul2.&(b) by Approved Persons.

Part B of this Policy, entitletElectronic Reporting Requirements for MemBersets out details
regarding reporting of information under Rule 1(2)4) and Rule 1.2.5(a)(ii) by Members. All
reporting under Part B must be submitted throughetlectronic reporting system provided by
the MFDA. The reporting of events that are reqiib@be submitted electronically by any other
means is a failure to report the event and a filarcomply with this Policy.

Part C of this Policy, entitledOther Reporting Requirements for Membersé&ts out details
regarding reporting of information under Rule 1(2)&ii) by Members. All reporting under Part
C must be submitted to the MFDA in writing.

In addition to these reporting requirements, MFDA&rivbers are required to comply with other
reporting requirements which may change from timeirhe, and which include but are not
limited to:

(a) MFDA reporting requirements, some of which may absguire MFDA approval:
(i) By-law No.1 section 13.7 — Reorganizations, mergagsamalgamations;
(i) By-law No. 1 section 13.9 — Changes in ownership@mntrol;
(i) Rule 1.1.6 — Introducing/Carrying dealer arrangeisien
(iv) Rule 3.1.1 — Change in dealer level;
(v) Rule 3.1.2 — Risk adjusted capital less than zero;
(vi) Rule 3.2.5 — Accelerated payment of long term datt
(vii) Rule 3.5 — Financial filing requirements

(b) reporting requirements under applicable provinsidurities laws in connection
with a Member’s mutual fund dealer registration.

2. Definitions
“any jurisdiction” means any jurisdiction inside or outside of Canada.

“business day” means a day other than Saturday, Sunday or arcyadiffirecognized Federal or
Provincial Statutory holiday.



“civil claim” includes civil claims pending before a courtrdsinal and arbitration.
“client” means a person who is a client of the Member.

“compensation” means the payment of a sum of money, securiti@grseal or inclusion of a
securities transaction (whether the transactionahasalized or unrealized loss) or any other
equivalent type of entry which is intended to comgage a client or offset an act of a Member or
Approved Person. A correction of a client accanmposition as a result of good faith trading
errors and omissions is not considered to be “cosg#on” for the purposes of this Policy.

“event” means a matter that is reportable under this Pbljcy Member or Approved Person.

“law” includes, but is not limited to, all legislation afy jurisdiction and includes any rules,
policies, regulations, rulings or directives of aggcurities regulatory authority of any
jurisdiction.

“member business” means all business activities conducted by andutirahe Member,
whether securities related or otherwise.

“misrepresentation” means:

® an untrue statement of fact, either in whalénopart; or
(i) an omission to state a fact that is requirecbe stated or that is necessary to make a
statement not misleading in light of the circumstmin which it was made.

“regulatory body” means, but is not limited to, any regulatory off-sefjulatory organization
that grants persons or organizations the righetd dith the public in any capacity.

“regulatory requirements” means, but is not limited to, the by-laws, rulaedjges, regulations,
rulings, orders, terms and conditions of registrgtior agreements of any regulatory body in any
jurisdiction.

“securities” includes exchange contracts, commodity futuresraots and commodity futures
options.

“service complaints” means:

() any complaint by a client which is founded omstomer service issues and is not the
subject of any securities law or regulatory requieats; or

(i) any complaint by a client as a result of a gdaith trading error or omission.

3. General Reporting Requirements

3.1. Events regarding Members that must be reported shabe limited solely to securities
related business, but shall include all membernass.



3.2.

3.3.

3.4.

3.5.

3.6.

3.7.

Events regarding Approved Persons that are repdmteddpproved Persons to the
Member shall not be limited solely to securitielted business and member business,
but shall include all business conducted by therdpgpd Person.

The obligation to report an event under this Polisyimited to events of which a
Member or Approved Person has become aware regardiethe means by which the
Member or Approved Person became aware of the elfetite reporting timeframes
have expired before the Member or Approved Persanbecome aware of the event, the
event shall be reported immediately after the MamdveApproved Person has become
aware of such event.

A Member is expected to be aware of events relatngpproved Persons by the receipt
of reports from Approved Persons and by carrying e Member’s supervisory,
monitoring and review obligations over the condafats business.

All requirements to report events regarding forrdgmproved Persons are limited to
events which occurred while the Approved Person wamasApproved Person of the
Member.

A Member shall designate a compliance officer athiéad office (or another person at
head office) to whom reports made by Approved Hes;sas required by section 4, shall
be submitted.

Documentation associated with each event requirds treported under this Policy shall
be maintained for a minimum of 7 years from theohgson of the matter and made
available to the MFDA upon request.

PART A
APPROVED PERSON REPORTING REQUIREMENTS

4,

4.1.

Approved Person Reporting Requirements

An Approved Person shall report the followenents to his or her current Member in
such detail as required by the Member, within Aress days:

(&) the Approved Person is the subject of a client daimpin writing;

(b)  the Approved Person is aware of a complaint frogn@erson, whether in writing
or any other form, and with respect to him or hérsg any other Approved
Person, involving allegations of:

® theft, fraud, misappropriation of funds or secesti forgery, money
laundering, market manipulation, insider tradingisrepresentation, or
unauthorized trading; or

(i) engaging in securities related business outsidleeoMember.

(c) whenever the Approved Person has reason to belmtehe or she has or may
have contravened, or is named as a defendantondsnt in any proceeding, in
any jurisdiction, alleging the contravention of:

® any securities law; or



(i) any regulatory requirements.

the Approved Person is charged with, convicteglafads guilty or no contest to,
any criminal offence, in any jurisdiction;

the Approved Person is named as a defendant wilakiim, in any jurisdiction,
relating to the handling of client accounts or ingcbr advising in securities;

the Approved Person is denied registration or enke that allows the Approved
Person to deal with the public in any capacity by segulatory body, or has such
registration or license cancelled, suspended oniteted, or made subject to
terms and conditions;

the Approved Person becomes bankrupt or suspernuisepa of debts generally
or makes an arrangement with creditors or makeasaignment or is declared
insolvent;

there are garnishments outstanding or renderechstgiie Approved Person in
any civil court in Canada.

ELECTRONIC REPORTING REQUIREMENTS FOR MEMBERS

General Member Electronic Reporting Requiremers

Members shall report the following eventshie MFDA, through an electronic reporting
system provided by the MFDA, within 5 business daf$he occurrence of the event,
except for events reported under section 6.1(ahisfPolicy, which must be reported to
the MFDA within 20 business days.

General Events to be Reported

(d)
(e)
©)
(9)
(h)

PART B

5.

5.1.

6.

6.1.

Members shall report to the MFDA:

(@)

(b)

(©)

all client complaints in writing, against the Member a current or former
Approved Person, relating to member business, ¢xssgpice complaints;

whenever a Member is aware, through a written doalecomplaint or otherwise,
that the Member or any current or former ApprovetsBn has or may have
contravened any provision of any law or has comtnad any regulatory
requirement, relating to:

(i) theft, fraud, misappropriation of funds or secesti forgery, money
laundering, market manipulation, insider tradingjsrepresentation, or
unauthorized trading; or

(i) engaging in securities related business outsidleeoMember.
whenever the Member, or a current or former Apptd@erson, is:

(i) charged with, convicted of, pleads guilty or no tesh to, any criminal
offence, in any jurisdiction;



7.1.

8.1.

(d)

(€)

(i) named as a defendant or respondent in, or is gubifeany proceeding or
disciplinary action, in any jurisdiction, allegingontravention of any
securities law;

(iif) named as a defendant or respondent in, or is thjecdwf, any proceeding
or disciplinary action, in any jurisdiction, allegf contravention of
regulatory requirements;

(iv) denied registration or a license that allows aqrete deal with the public in
any capacity by any regulatory body, or has sudist@tion or license
cancelled, suspended or terminated, or made dulbjecerms and
conditions;

(v) named as a defendant in a civil claim, in any {licson, relating to
handling of client accounts or trading or advisimgecurities.

whenever an Approved Person becomes bankrupt pesds payment of debts

generally or makes an arrangement with creditormakes an assignment or is

declared insolvent;

there are garnishments outstanding or renderednstgéiie Member or an
Approved Person in any civil court in Canada.

Reporting of Resolution of Events

Members shall update event reports previoteghprted to reflect the resolution of any
event that has been reported pursuant to sectibfethis Policy and such resolutions
shall include but not be limited to:

(@)
(b)
(©)

(d)
()

any judgments, awards, arbitration awards or orderd settlements in any
jurisdiction;

compensation paid to clients directly or indirectty any benefit received by
clients from a Member or Approved Person directlynalirectly;

any internal disciplinary action or sanction agaias Approved Person by a
Member;

the termination of an Approved Person;
the results of any internal investigation conducted

Other Events to be Reported

For matters that are not the subject of amteseport in section 6.1 of this Policy, the
Member shall report to the MFDA:

(@)

(b)

(©)

whenever the Member has initiated disciplinaryarctihat involves suspension,
demotion or the imposition of increased supervisioran Approved Person;

whenever the Member has initiated disciplinary actithat involves the
withholding of commissions or the imposition ofiaahcial penalty in excess of
$1000;

whenever an employment or agency relationship aithApproved Person is
terminated and the Notice of Termination filed witte applicable securities



commission discloses that the Approved Person wasitated for cause, or
discloses information regarding internal disciplingtters or restrictions for
violations of regulatory requirements;

(d)  whenever the Member or Approved Person has paidpepsation to a client
either directly or indirectly in an amount exceeg$15,000.

PART C
OTHER REPORTING REQUIREMENTS FOR MEMBERS

9. Other Information Reporting Requirements for Member

9.1. Members shall report the events under Part C af Bulicy to the MFDA, in writing,
within 5 business days of the occurrence of thengwxcept for events reported under
section 10 of this Policy, which must be reportethe MFDA immediately.

10. Bankruptcy, Insolvency and Related Events

10.1. Members must report to the MFDA whenever:
(& the Member is declared bankrupt;

(b)  the Member makes a voluntary assignment in bangyupt

(c) the Member makes a proposal under any legislatitating to bankruptcy or
insolvency;

(d) the Member is subject to, or instituting any pratiegs, arrangement or
compromise with creditors;

(e) a receiver and/or manager assumes control of tebdes assets.

11. Change of Name

11.1. Members must report to the MFDA any changdh wéspect to:
(a) the legal name of the Member;
(b) the names under which the Member carries ombss (trade or style names);

(c) trade, business or style names, other thanofhtéie Member, used by Approved
Persons. The name of the Approved Person, the wadsusiness name the
Approved Person is using, and the Approved Persoreiach location must be
provided.

12. Change of Contact Information

12.1. Members must notify the MFDA of any changeaddress for service or main telephone
or fax number.

13. Change in Member Registration or Licensing



13.1.

14.

14.1.

15.

15.1.

16.

16.1.

Members must report to the MFDA any changése following:

(a) type of registration or licensing with theengnt securities commission;
(b) jurisdictions in which any dealer businesshaf Member is conducted; and
(c) investment products traded or dealt in.

Changes in Organizational Structure

Members must report to the MFDA any chanig@Member’s directors, chief executive
officer, ultimate designated person, chief comptewfficer, chief financial officer, or
chief operating officer or individuals performingetfunctional equivalent of any of those
positions.

Other Business Activities

Members must report to the MFDA any businegser than the sale of investment
products, which the Member engages in or propa@seagage in.

Change of Auditor
Members must report to the MFDA any change iMember’s auditor and/or audit

engagement partner. A new Letter of Acknowledgen{&chedule H.1 of the MFDA
Membership Application Package) must be submitbettie MFDA.
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