Mutual Fund Dealers Association of Canada

Housekeeping Amendmentsto
M FDA Policy No. 1 New Registrant Training and Supervision

Current Policy

Policy No. 1 currently provides guidance on how to comptig MFDA Rule 1.2.1(c)
which requires all Members to develop and document artgaamd supervision program
for their newly-registered salespersons.

Reasonsfor Amendment

Policy No. 1 requires that all new accounts opened l®ndynegistered salesperson be
pre-approved by the branch manager “prior to any traditigtgcaking place in the
account” during the first 90 day period and “prior to or dfa@fter (within 1 business
day) any trading activity in the account” during the subseig@@ day supervision period.

Under Policy No. 1, account opening and the recordingadetmstructions, which may
be interpreted as trading activity, are treated as gparate events. However, clients
typically open a new account and request an initial toedine account at the same time.
The proposed amendments to Policy No. 1 will clarify Hienew accounts must be pre-
approved by the branch manager prior to any trade beingssed in the account.

Description of Amendment

The words “trading activity in the account”, under “Sujmon Policy”, subsections (a)
under the headings “The first 90 day period” and “The se®0rdhy period”, will be
deleted and replaced with the words “trade being processkee account”.

The proposed amendments are housekeeping in nature ihgharé intended to
eliminate confusion arising from the current languagefPolicy.

Effective Date
The amended Rule will be effective on a date to be gulesgly determined by the
MFDA.



Mutual Fund Dealers Association of Canada
M FDA Policy No. 1 New Registrant Training and Supervision
On May 22, 2008, the Board of Directors of the Mutual Fundddg@ssociation of

Canada made the following housekeeping amendments touperifsion Policy” section
of Policy No. 1:

Policy No. 1 New Registrant Training and Supervision
Supervision Palicy

MFDA Rule 1.2.1(c) requires that all newly registered g&lesons be subject to concurrent
supervision by the Member for a period of 6 months, cenuing on the date of initial
registration. Such supervision should include at a minimum:

The first 90 day periad

a) allnew accounts must be pre-approved by the Braacladér prior to anyade

being processed in the accawading-activity-in-the-account

b) all trading activity must be reviewed and signed gftHe Branch Manager no
later than one business day following the trade datk; an

c) all leveraged trades where leveraging was recommebgdtie Member's
salesperson must be reviewed by the Branch Managentpricade execution.

The subseqguent 90 day period

a) allnew accounts must be pre-approved by the Braadiadr prior to or shortly
after (within 1 business day) amade being processed in the accemating

s e =

b) each month, the Branch Manager must review tretgref:
(i) 5 of the client files that were handled by thiesaerson in the preceding
one month, and
(i) 10% of such client files,
provided that if the number of such client files is [dsn 5, then the Branch
Manager must review the actual number of such cliea; fil

c) on a daily basis, the Branch Manager must revievwgteater of:
(i) 5 of the trades conducted by the salesperson, and



(i) 10% of such trades,
provided that if the number of such trades is less thémeh, the Branch
Manager must review the actual number of such trademh-(isk trades, are
to be given particular attention); and

d) all leveraged trades where leveraging was recommenglddebMember's
salesperson must be reviewed by the Branch Managentpricade execution.



