MFDA POLICY NO. 2

MINIMUM STANDARDS FOR ACCOUNT SUPERVISION

I ntroduction

This Policy establishes minimum industry standé&daccount supervision. These standards
represent the minimum requirements necessary toretisat a Member has procedures in
place to properly supervise account activity. Hudicy does not:

(@) relieve Members from complying with specific MFDAaws, Rules and Policies
and securities legislation applicable to particttades or accounts; or

(b) preclude Members from establishing a higher stahdisupervision, and in certain
situations a higher standard may be necessarysto@proper supervision.

To ensure that a Member has met all applicablelatais, Members are required to know and
comply with MFDA By-laws, Rules and Policies as hes applicable securities legislation

which may apply in any given circumstance. Theofwihg principles have been used to

develop these minimum standards:

(@ The term "review" in this Policy has been used wama preliminary screening
designed to detect items for further investigatioan examination of unusual trading
activity or both. It does not mean that every tredest be reviewed. The reviewer
must use reasonable judgement in selecting the iteniurther investigation.

(b) It has been assumed that Members have or will geavie necessary resources and
gualified supervisors to meet these standards.

(c) The initial compliance with the know-your-clientlewand suitability of investment
requirements is primarily the responsibility of thegistered salesperson. The
supervisory standards in this Policy relating towryour-client and suitability are
intended to provide supervisors with a checklistiagt which to monitor the handling
of these responsibilities by the registered safsspe

Members that seek to adopt policies and proceduasing to branch and head office
supervision or the allocation of supervisory atiggi that differ from those contained in this
Policy must demonstrate that all of the princigled objectivesf the minimum standards set
out in this Policy have been properly satisfiedurtRer, any such alternative policies and
procedures must adequately address the risk maeatj@sues of the Member and must be
pre-approved by MFDA staff before implementation.

|. ESTABLISHING AND MAINTAINING PROCEDURES
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Effective self-regulation begins with the Membetagéishing and maintaining a supervisory
environment which both fosters the business objestf the Member and maintains the self-
regulatory process. To that end a Member must ledtamd maintain procedures which are
supervised by qualified individuals. A major aspafctelf-regulation is the ongoing education
of staff in all areas of sales compliance.

Establishing Procedur es

1. Members must appoint designated individuals whe the necessary knowledge of
industry regulations and Member policies to proppdrform the duties.

Written policies must be established to documepestision requirements.

Written instructions must be supplied to all sujEams and alternates to advise them
on what is expected of them.

4, All policies established or amended should hav@és@mnagement approval.

Maintaining Procedur es

1. Evidence of supervisory reviews must be maintaiB@ilence of the review, such as
inquiries made, replies received, date of compteti@. must be maintained for seven
years and on-site for one year.

2. An on-going review of sales compliance procedunelspmactices must be undertaken
both at head office and at branch offices.

Delegation of Procedures

1. Tasks and procedures may be delegated to a knozebligand qualified individual
but not responsibility.

2. The Member must advise supervisors of those spduifictions which cannot be
delegated, such as approval of new accounts.

3. The supervisor delegating the task must ensurdltibae tasks are being performed
adequately and that exceptions are brought todmisftention.

4. Those who are delegated tasks must have the gagdifisand required proficiency

expectation is that tasks be delegated only teiohakls with the same proficiency as
the delegating supervisor. In certain limited anstances, it may be acceptable to
delegate specialized tasks to an individual that M@t satisfied the proficiency
requirements provided that the individual has eajaint training, education or
experience related to the function being perfornide Member must consider the
responsibilities and functions to be performedeiation to the delegated tasks and
make a determination as to appropriate equivaledlifigzations and proficiency. The
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Member must be able to demonstrate to MFDA statf the equivalency standard [Deleted: [ ]
has been met. Tasks related to trade supervigionmy be delegated to individuals r{ Deleted: bulletins from the )
that possess the proficiency of a branch manageompliance officer. ,,’[ Deleted: all )
/"/( Deleted: relevant ]
Education '/,/l/:[ Deleted: bulletin: ]
,”M,/’[ Deleted: Section 2 of th J
1. The Member's current policies and procedures manusi be made available to all /; ’[Dereted: . )
sales and supervisory personnel. ’f'/’u’
'/ ’/ ' Deleted: <#>A New Account

Introductory training and continuing education dticae provided for all registered, ,,// ,‘«
salespersons. For training and enhanced supervisquiyements for newly reglsterea, Iy
salespersons, please refer to the MFDA Policy Nefitled “New Registrant/), i /,‘
Trarnrng and SuperV|S|on Pollcy 1

I
P
"/ ‘r

must be clearly detailed in the Member's erttem:pduresMembers should ensurée ‘f
that they maintain evidence of compliance with spitedures. |

Il. OPENING NEW ACCOUNTS ; r

2, each Member must establlsh procedures to mamtairate and complete information om
each client. The first step towards compliance wiis rule is completing proper;
documentation when opening new accounts. Accumatgletion of the documentation when
opening a new account allows both the registers$@arson and the supervisory staff ﬁo
conduct the necessary reviews to ensure that reeadations made for any account are
appropriate for the client and in keeping with siveent objectives. Maintaining accurate and
current documentation will allow the registeredespkrson and the supervisory staff rto
ensure that all recommendations made for any atewermnd continue to be appropriate for
a client's investment objectives. ,

Documentation of Client Account Infor mation ;
1. A New Account Application Form (“NAAF") must be caieted for each new

account.

\

A complete set of documentation relating to eaiemts account must be maintainec\i\
by the Member. Approved Persons must have access to informatiosh a'
documentation relating to the client’s accounteagiired to service the accouht

the case of a Level 1 Introducing Dealer and cpording Carrying Dealer, both
Members must maintain a copy of each client's NAAF.

Application Form (“NAAF") must be
completed for each new account. A sample
NAAF is attached as Schedule “I”. If the
NAAF does not include know-your-client
(“KYC”) information, this must be
documented on a separate KYC form. Such
form or forms shall be duly completed to
conform with the KYC rule.|

<#>The new account or KYC informatior
must be approved in writing by the brandgh
manager or the designated director, parther
or officer, prior to the initial trade or
promptly thereafter (in any event, by no
later than one business day after the date of
the initial trade).q
<#>A complete set of documentation must
be maintained by the Member. The
registered salesperson must also maintajin a
copy of the NAAF. In the case of a Level|1
Introducing Dealer and corresponding
Carrying Dealer, both Members must
maintain a copy of each client's NAAF.{
<#>The registered salesperson or Memb
must update the form documenting KYC
information whenever they become aware
of a material change in client information.
Notwithstanding the foregoing, Members|
must, on an annual basis, request in writing
that clients notify them if the KYC
information previously provided, or the
client's circumstances, have materially
changed.|

<#>The last date upon which the form
documenting KYC information has been
updated must be indicated in the client’s
file.q

<#>When there is a change of registereq
salesperson, the new registered salespel
must verify the information on the NAAF
and any separate KYC form to ensure it s
current and record the date of such
verification on the form or forms.q
<#>Account numbers must not be assigned
unless they are accompanied by the proper
name and address of the client and sucl
name and address must be supported by a
properly completed NAAF no later than
the following day.

<#>New NAAF's should be prepared an
completed for all new clients, in¢__.. T1]
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For each account of a client that is a natural gershe Member must obtain

information sufficient to allow for the operatior the account and sufficient to
determine the essential facts relative to eachtcliwhich would include, at a
minimum, the following information:

(a) name; < - -~ Formatted: Numbered + Level: 2 +

. Numbering Style: a, b, c, ... + Start
(b) type of account; at: 1 + Alignment: Left + Aligned at:

(c) residential address and contact information; 0.5" + Tab after: 0.75" + Indent at:
d) date of birth: 0.75", Widow/Orphan control

(e) employment information;

() _number of dependants;

(g) other persons with trading authorization on thevaat;
(h) other persons with a financial interest in the actp
(i) _investment knowledge;

(I)_risk tolerance;

(k) investment objectives;

() time horizon;
(m)income;
(n) net worth;

(o) for non-reqistered leveraged accounts, detailshef riet worth calculation,
specifying liquid assets plus any other additicrssets less total liabilities;
(p) information requiredby other laws and regulations applicable to the kfrse - - - | Formatted: Space After: 6 pt,
business as amended from time to time includirarinétion requireébr relevant g't‘;’lgbzreg :Le"f'Stza:t Numbering
tax reportinginformation required for compliance with tReoceeds of Crime Alignment: Left + Aligned at: 0.5" +
(Money Laundering) and Terrorist Financing Regulasand anyauthorization Tab after: 0.75" + Indent at: 0.75"

. . . i - Widow/Orphan control
necessaryto provide information to the MFDA under applicalgivacy
legislation.

The preceding provides a list of minimum requiretaemhe Member may require- *{ Formatted: Justified, Indent: Left:
clients to provide any additional information titatonsiders relevant. In the case of 02", Space After: 6 pt
accounts jointly owned by two or more persomgprmation required under

subparagraphs (a), (c), (d), (e), (f) and (i) nhestcollected with respect to each

owner. Income and net worth may be collected for eacheswr on a combined basis

as long as it is clear which method has been used.

For each account of a client that is a corporatiast or other type of legal entity,- ~ | Formatted: Space After: 6 pt,

the Member must obtain information sufficient téoal for the operation of the g't‘;’lgt_’elreg 1 Level: 1 + Numbering
account and sufficient to determine the esserd@bfrelative to the client, which Alignment: Left + Aligned at: 0" +

would include, at a minimum, the following inforriat: Tab after: 0.5" + Indent at: 0.5",
Widow/Orphan control

(a) Iegal name; - - ‘[ Formatted: Bullets and Numbering J
(b) head office address and contact information;
(c) type of legal entity (i.e. corporation, trust, &tc.
(d) form and details regarding the organization of Idggal entity (i.e. articles of
incorporation, trust deed, or other constating dognts)
(e) nature of business;
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(f)_persons authorized to provide instructions on ttepant and details of any
restrictions on their authority;

(9) investment knowledge of the persons to providelesibns on the account;

(h) risk tolerance;

(i) _investment objectives;

() time horizon;

(k) income;

() _net worth;

(m)information requiredy other laws and regulations applicable to the Bkars« - - - | Formatted: Numbered + Level: 1 +
; ; B B B : ; ; Numbering Style: a, b, c, ... + Start

business a}s gmendeq from tme to time |nclu'd|m1nnayon requiretor relevz?lnt at: 1 + Alignment: Left + Aligned at:

tax reportinginformation required for compliance with tReoceeds of Crime 0.5" + Tab after: 0.75" + Indent at:

(Money Laundering) and Terrorist Financing Reguasand anyauthorization 0.75", Widow/Orphan control

necessaryto provide information to the MFDA under applicaligivacy
legislation.

The preceding provides a list of minimum requiretaehe Member may require- *{Formatted: Indent: Left: 0.5",
clients to provide any additional information titatonsiders relevant. Space After: 6 pt

~ 7 7 Formatted: Font: Times New

For supervisory purposes, registered accounts;dgee accounts and accounts of | Roman, Font color: Blue

any registered salesperson’s family member operatinder a limited trading —  Formatted: Space After: 6 pt,
authorization or operating under a power of attprinefavour of the registered g‘t‘;’lgl_’elreg ;Levil:sia:—t ’;‘;{";bf””g
salesperson must be readily identifiable. Alignment: Left + Aligned at: 0" +

. . . . Tab after: 0.5" + Indent at: 0.5",
If the NAAF does not include KYC information, thisust be documented on a | widow/Orphan control

separate KYC form(s). Such form(s) must be signetth® client and dated copy
of the completed NAAF and KYC form, if separatenfrdhe NAAF, must be
provided to the client.

The Member must have internal controls and poliam procedures in place with

respect to the entry of KYC information on theickaffice systems. Such controls

Formatted: Font: Times New

should provide an effective means to detect angemiténconsistencies between the
. { Roman, Font color: Blue

KYC information used for account supervision witlatt provided by the cliept. -

Except as noted in the following paragraph, NAAfisst be prepared and completed

for all new clients prior to the opening of neweali accounts. The new account or
KYC information must be approved by the individdasignated as responsible for the
opening of new accounts under Rule 2.2.3 no ld@n bne business day aftbe
initial transaction dateRecords of all such approvals must be maintaimed
accordance with Rule 5.

Notwithstanding the preceding paragraph, NAAF's @ients of a registered

salesperson transferring to the Member must beapedpand completed within a

reasonable time (but in any event no later tharithe of the first trade). The new. - { Formatted: Font: Times New

accounts or KYC information for clients of the tsferring salesperson must be (Roman

approved by the individual designated as respafiblthe opening of new accounts
under Rule 2.2.3 no later than one business day #fe date that the NAAF is
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completed. Records of all such approvals must lietaiaed in accordance with Rule
5.

10. In the event that a NAAF is not completed prioptavithin a reasonable time after
opening an account, as required by this PolicyMeenber must have policies and
procedures to restrict transactions on such aceaariquidating trades until a fully
completed NAAF is received.

- { Formatted: Space After: 6 pt

Changesto Know-Your-Client I nformation

1. TheApproved Persoor Member must update the KYC information whenekieks - - - | Formatted: Space After: 6 pt,

become aware of a material change in client inftionaas defined in Rule 2.2). g't‘;’lgt_’elreg 1 Level: 1 + Numbering

. . . . Alignment: Left + Aligned at: 0" +
2. On account opening, the Member should advise tkatdo promptly notify the Tab after: 0.5" + Indent at: 0.5

Member of any material changes in the client infation as defined in Rule 2.2.4(a), | Widow/Orphan control

previously provided to the Member and provide eXaspf the types of information
that should be reqularly updated.

3. In accordance with Rule 2.2.4(e), Members must als@n annual basis, request in
writing that clients notify them if there has beany material change in client
information as defined in Rule 2.2.4(ajpreviously provided, or if the client's
circumstances have materially changed.

4. Access to amend KYC information must be controflad instructions to make any
such amendments must be properly documented.

5. A client signature, which may include an electrosignature,or other internal
controls sufficient to authenticate the client'sritity and verify the client’s
authorizatiormust beusedto evidence any change in client hame, client a$doe
client banking information.

6. Material changes to client informaticas defined in Rule 2.2.4(ahay be evidenced
by a client signature, which may include an elagtrsignature or, alternatively, such
changes may be evidenced by maintaining note®inlignt file detailing the client’s
instructions to change the information and veribggroviding written confirmation
to the client with details of the instructions gumdviding an opportunity for the client
to make corrections to any changes that have bade.m

7. All material changes in client informatipas defined in Rule 2.2.4(anust be
approved by the individual designated as respafiblthe opening of new accounts
under Rule 2.2.3 no later than one business dayt#ié date on which notice of the
change in information is received from the cliafthen approving material changes,
branch managers should be reviewing the previou€ Knformation to assess
whether the change appears reasonable. Branch emansigould be aware of
situations where material changes may have beee toddstify unsuitable trades or
leveraging. For example, branch managers showddiigate further material changes
that accompany trades in higher risk investmentieweraging or changes made
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within a short period of time (for example 6 monthiecords of all such approvals
must be maintained in accordance with Rule 5.

8. Where any material changes have been made to fovenation contained in the
NAAF or KYC form(s), the client must promptly beawided with a document or
documents specifyindne current risk tolerance, investment objectitia® horizon,
income and net wortthat applies to the client’s account.

9. The last date upon which the KYC information hasrbepdated or confirméwy the
client must be indicated in the client’s file and on therivber’s back office systgm. -

Pending/Supporting Documents

1. Members must have procedures in place to ensup®sling documents are received
within a reasonable period of time of opening tbecaint.

2. Supporting documentation that is not received micismplete must be noted, filed in
a pending documentation file and reviewed on aopéribasis.

3. Failure to obtain required documentation withird2ys of the opening of the account
must result in positive actions being taken.

Client Communications, .7

on a regular basis and maintained by the respensitpervisor. Hold mall should
never be permitted to occur over a prolonged peoibtime (i.e. in excess of 6
months).

2. Returned mail is to be promptly investigated andtictled.

III ASSESSING SUITABILITY OF INVESTMENTS AND L EVERAGING STRATEGIES

1. In accordance with Rule 2.2.1, Members and regidtealespersons are responsible

for the suitability of each recommendation madesfoaccount of a client gnd must

assess the suitability of the investments in ea@nts account under the
circumstances described in Rule 2.2.1(e). N

\

2. Members must have policies and procedures withesfo their_suitability
obligations, including criteria for the purposeagsbessing the suitability of a cllent’s
use of leveraging and describing appropriate cégntimstances for recommendlng

the use of leverage.

3. The Member’s policies and procedures must desthid@formation required to be
maintained in the client file to facilitate propgdember supervision. Whenever the
Member or registered salesperson recommends omascaware that a client is using
aleverage strategy, the Member or registered@stiesn must either maintain copies
of the lending documents or make sufficient inggirio obtain details of the loan,
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including interest rate, terms for repayment amdaihtstanding loan value. Where the
Member or reqistered salesperson assists the iclieaimpleting the loan application,
the Member must maintain copies of lending documigerthe file, including copies of {

Formatted: Font: Times New

the loan application. -~ | Roman, Not Highlight

4. The Member’s criteria for selecting trades for eswi the inquiry and resolution

process, supervisory documentation requiremendisthenescalation and disciplinary
process must be documented and clearly communitataid-egistered salespersons
and all relevant employees. Registered salespersast be advised of the criteria
the Member uses in assessing suitability, actibesviember will take when a trade
has been flagged for review and appropriate opfimneesolution.

5. Registered salespersons must assess the suitalbiliwestments in each client
account within a reasonable time, but in any ewenater than the time of the next - { Formatted: Font: Times New
77777777 - - - - - T T 0 = T T T T T T T T T T T T T TN
trade, whenever: W (Roman
. . ‘. | Formatted: Font: Times New
— the client transfers to the Member or transferstasato an account at the | Roman, Not Highlight
Member; {
— _the Member or registered salesperson becomes afeneaterial change . 2™
in the client’s KYC information; and { Formatted: Bullets and Numbering

— the client account has been re-assigned to theteegi salesperson fromr - ;olrlma:tedL= Splac;- Af/tﬁr: 6dpt, .
. ulleted + Level: 2 + Aligned at: 1"
another registrant at the Member. + Tab after: 1.25" + Indent at:

1.25", Widow/Orphan control

" Formatted: Indent: Left: 0.5",
Space After: 6 pt

The determination of “reasonable time” in a patécinstance will depend on the-
circumstances surrounding the event that givesaitiee requirement to perform the
suitability assessment. For example, with respecdlient transfers, the volume of
accounts to be reviewed may be a relevant factdetiarmining reasonable time.

Formatted: Font: Times New J

6. Should a registered salesperson identify unsuitaléestments in a client’s account, - | Formatted: Space After: 6 pt,

the registered salesperson must advise the clighttake appropriate steps to gt‘;’lzt:’ir,eglgl"f"f:sta:t';‘;’:’qbf”"g
determine if there has been any change to cliectirtistances that would warrant | Alignment: Left + Aligned at: 0" +
altering the KYC information. It is inappropriate &lter the KYC information in J\zzoamflt/e(;:rpgﬁczrft”rgf”t at: 0.5%
order to match the investments in the client’'s aoto If there is no change to the

KYC information, or if investments in the accounhtinue to be unsuitable after the

KYC information has been amended, the registereg@arson should discuss any

inconsistencies with the client and provide recomua¢ions as to rebalancing

investments in the account. Transactions in thewacmust only be made in

accordance with client instructions and any reconttadons made with respect to

the rebalancing of the account must be properlyrdsd.

7. Registered salespersons must maintain evidencempletion of all suitability
assessments performed and any follow up actionntakiéh respect to such
assessments.
| )V. BRANCHOFFICESUPERVISON -~ petetea: )

"~~~ { Deleted: AccounT )
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Each branch manager must undertake certain agsiwitithin the branch for purposes of
assessing compliance with the Member's policiepamcedures and regulatory requirements.
These activities should be designed to identifiyrfes to adhere to required policies and
procedures and provide a means of revealing anegssldg undesirable account activity.

Daily Activity

1.

approvedn accordance with this Poligy. -~ | day after the account is opened.

All new account applicatiorend updates to client informatiomust be reviewed and .
_ '{ Deleted: no later than the next busmes}s

2. The branch manager (or alternate) must review tieviqus day's trading for
unsuitable trades and any otbusual trading activity using any convenient means S [ Deleted: shouid )
elete shou
This reviewmustjnclude at a minimumall:, B
”””””””””””””””””””””””””””””” - Deleted: trades in exempt securities
— initial trades; (equuding guaranteed irjvestment -
. . . certificates) where permitted by securitie
— trades in exempt securities (excluding guarantessstment “._ | law, and a sample of:
—)certlflcates ; ) \\\\‘{Formatted Indent: Left: 1", }
— leveraged traddsverage recommendations for open accqunts Hanging: 0.25", Tabs: Not at 1.63"
— e { Formatted: Bullets and Numbering ]
- trades in accountsf family members of reqgistered salespersons «_~ {Deleted. trades in volatile or speculativ}e
operating undea power of attorney in favour of the registered >+ (funds; and
salespersgn; Formatted: Indent: Left: 1",
P P -~ Hanging: 0.25", Tabs: 1.25", List
— redemptions over $10,000; «\\\ tab ?, Ngot at 1.63"
— trades over $2,500 @n moderate-high or_hiqh_risrbsi;tments; {De,eted limited trading authorizations
— trades over $5,000 in moderate or medium risk imrests; and {Formatted Bullets and Numbering J
— trades over $10,000 in all other investments.
- - { Formatted: Space After: 0 pt J
For the purposes of this section, “trades” doesnolide redemptions except where - | Formatted: Indent: Left: 0.5",
specifically referenced. ﬁﬁfncse’:if:g“TgszNgt"at;“'legss,?r
3. When reviewing redemptions, branch managers stsad@l to identify and assess: - - : -
‘[ Formatted: Bullets and Numbering ]
— the suitability of the redemption with regard t@ tpmposition of the- - - { Formatted: Indent: Left: 1", Space
remainin ortfolio: After: 0 pt, Bulleted + Level: 1 +
n g.p ’ . . Aligned at: 1.5" + Tab after: 1.75"
— the impact and appropriateness of any redemptiargels; + Indent at: 1.75", Widow/Orphan
- possible outside business activity where money bayleaving the ;’"iﬂ;‘ST abs: 1.25", List tab + Not
Member for reinvestment into other potentially ipeppriate or :
unauthorized investments; and
— potential churning, including situations where magdon proceeds are
being held on a temporary basis pending reinvestmen
4. The branch manager (or alternate) is responsibllowing up on unusual trades- - { Formatted: Bullets and Numbering |
identified by head office.
5. The branch manager must assess the suitabiliwe$iments in each client account

where the Member becomes aware of a material chamgke client's KYC
informationthat results in a significant decrease in thentherisk tolerance, time
horizon, income or net worth or more conservatiwestment objectives The
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suitability assessment must be performed no later bne business day after the date
on which notice of the change in information isaiged from the client.

6. In addition to transactional activity, branch magmgmust also keep themselves
informed as to other client-related compliance eratsuch as complaints.

\ V. HEAD OFFICE SUPERVISION //{Deleted:l )

- { Deleted: ACCOUNT )

Atwo-tier structure is required to adequately suige client account activity. While the head
office or regional area level of supervision byniggure cannot be in the same depth as branch
level supervision, it should cover the same elemeétead office review should be focused on
unusual activity or reviews that cannot be caroietiat the branch leveHead office reviews

must include procedures to effectively detect uablg investments and excessive trading in
client accounts.

Daily Reviews

1. In addition to the trading review criteria for bchnmanagers, head office must ' Deleted: shoud )
elete shou
conduct daily reviews of account activity whictusfinclude at a minimum, ajl:
T T T T T T T - ‘[ Deleted: criteric to detect the foIIowing]

— Jsedemptions over $50,000;, “_— - { Deleted: <#>lack of suitabilty:

— trades over $5,000 in exempt securities (excludirranteed mvestment ;mesﬁfgﬁ g%‘g;‘gtﬁ;iﬁlﬁmgggvee"
certificates), moderate-high or high risk investisenor Ieveraqed\\ trading or lack of suitability; ]
trades/recommendations for open accounts; L e rearet ner aharer 10 o

— trades over $10,000 in moderate or medium risk eddtunds; and || load funds:f

# i itches between def
— trades over $50,000 in all other investments (ehoty money market \\ salos charge funds and front load funds
fUI’ldS) \ | | <#>excessive forced settlements;
'\ | <#>quality downgrading of client
“ | holdings;
For the purposes of this section, “trades” doesnutiide redemptions except Whe\re | <#>account number changes where the
Spec|ﬁca||y referenced ‘\ Member uses nominee name accounts.ﬂ
Formatted: Space After: 0 pt,
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3. Daily reviews should be completed within one businday unless precluded by  Formatted: Space After: 0 pt )
unusual circumstances. \

Formatted: Indent: Left: 0.5",
Daily reviews should be conducted of client accewfiproducing branch managers. ﬁﬂfncge’:ifrfg“ 0pt, No bullets or

On a sample basis, the Member must review thetditit@f investments in accounts- - { Formatted: Bullets and Numbering ]
where clients have transferred assets into an atcboe Member must have policies
and procedures regarding sample size and selewtiiich should be based on the risk
level associated with the account, focusing on aetD that hold higher risk
investments, exempt securities or products nottsptie Member, accounts that are
operated under a power of attorney in favour efgstered salesperson and accounts
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employing a leverage strategy. The Member’s resviewst be completed within a
reasonable time.

Deleted: Client Statement Reviews]
<#>A sample of client account statemen
must be reviewed as frequently as they 3
required to be produced according to

[s
re

d
ed in

\\ MFDA Rule 5.3.1 and such review shou
VI. IDENTIFICATION OF TRENDS IN TRADING ACTIVITY .| encompass areas of concern as discuss¢
\ the daily activity review.{
! <#>Reviews should be completed within
1. Members must establish policies and proceduredeiatify trends or patterns that\ 21 days of th(le period (lzozi/e&eg by the |
may be of concern including: \ \\ Z‘f‘cfmgt';n”c';s;s precluded by unusua
'\ | Evidence of all reviews should be kept
— excessive trading or switching between funds irifiga p033|ble \ | including date of completion, actions and
unauthorized trading, lack of suitability or pogsissues of churning (for. I lfsjgt"t“ng?:;‘i must be maintained for &
example, redemptions made within 3 months of a hase, DSC \\{ Formatted: Bullets and Numbering |
purchases made within 3 months of a DSC redempti@scounts where \{ = PP To— ]
\ ormatted: bullets an umberin
there are more than 5 trades per month); \ T - J
. R F tted: I t: Left: 1",
— _excessive switches between no load funds and defeales charge or | poieted + Level: 4 + Aligned at:
front load funds; 0.5" + Tab after: 0.75" + Indent at:
. . 0.75", Widow/Orph trol, Don't
— _excessive switches between deferred sales changs And front 10ad | agect syece botieon Lot and aeien
funds; and text, Don't adjust space between
i . . . Asian text and numbers, Tabs:
— _excessive switches where a switch fee is charged. 1.25" List tab + Not at 0.75"
2. Head office supervisory review procedures mustie) at a minimum, the following - - - Formatted: Bullets and Numbering |
criteria:
— a review of all accounts generating commissionsatgrethan $1,500 - ;olrlma:tedL= In?e‘r:t: L:-Ift: 1d
b B ulleted + Level: 4 + Aligned at:
within the month’ . . 0.5" + Tab after: 0.75" + Indent at:
— a gquarterly review of reports on assets under dsfration (“AUA") 0&75"' Widowt/)orphan control, (IjDon't
. : . adjust space between Latin and Asian
comparing currgnt AUA to AFJA. at the same time tlnlpvear, text, Don't adjust space between
— a quarterly review of commission reports for thevwus 12 month Asian text ang numbers, Tabs:
period comparing commissions received in the ctirrgear to 1.25", Listtab + Not at 0.75
commissions received for the same period in the gpear
Significant increases in commissions or AUA beydhdse caused by market
fluctuations may indicate issues with churning eweraging strategies. Significant
decreases may indicate potential inappropriatedmiigisiness activity.
3.

Reviews should be completed witl0 days of the last day of the period being- { Formatted: Bullets and Numbering |

reviewed unless precluded by unusual circumstances.
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DOCs #164984
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i - Type of
| Business: . [3]

-| Deleted: SCHEDULE | TO POLICY

NO. 21

SAMPLE NEW ACCOUNT
APPLICATION FORM
(To be completed by Approved Person)f|

| Deleted: |

| \ Apt/Number. . Street. . . Date of Birth:

i S B | . 2]

1..a).Name:. Mr.
AAAAA Contact:. Home. . ( )

1
Mrs..

__. .Business: . ( ).
1

Ms. - . (Please

Print). . .Other:. .(____ )
1

Fax.. - ( ) T
Address:. .

- - Email:. .

1

Deleted: 1
2..CLIENT'S EMPLOYERY
Name:. .

'11| Name:.
- Number of Dependants: (*,_ 4]

Deleted: 1
3.. FAMILY INFORMATIONY
Spouse’s

| account? .Yes__ No_ . (If Yes provide

Deleted: 1
4.. Will any other person or persons:|
a) Have trading authorization in this

particulars)f (..[5]

Deleted: 1
5..INVESTMENT
KNOWLEDGE. RISK
TOLERANCE. - INDIVIDUAL

INCOMEY .. [6]
Deleted: 1
8.
Deleted: Client
Signature:.
- Date:.
_1
Salesperson Signature: .. [7]
Deleted: 1

9.. CLIENT IDENTIFICATION:T
1.

L 2. ... [8]
Deleted: 1
10.. UPDATES TO CLIENT
| INFORMATION:
Deleted:




b)

Page 3: [1] Deleted MFDA 11/04/2008 10:19:00 AM
A New Account Application Form (“NAAF”) must be compldtéor each new account. A
sample NAAF is attached as Schedule “I". If the NAAFgioet include know-your-
client (“*KYC”) information, this must be documented@aseparate KYC form. Such
form or forms shall be duly completed to conform with KYC rule.

The new account or KYC information must be approvediting by the branch manager or
the designated director, partner or officer, prior to itligal trade or promptly
thereafter (in any event, by no later than one lessinlay after the date of the initial
trade).

A complete set of documentation must be maintained eyMbmber. The registered
salesperson must also maintain a copy of the NAARhéncase of a Level 1
Introducing Dealer and corresponding Carrying Dealer, ligiimbers must maintain
a copy of each client's NAAF.

The registered salesperson or Member must update thedmumenting KYC information
whenever they become aware of a material change liemt cinformation.
Notwithstanding the foregoing, Members must, on an artrass, request in writing
that clients notify them if the KYC information pieusly provided, or the client's
circumstances, have materially changed.

The last date upon which the form documenting KYC infdaionehas been updated must be
indicated in the client’s file.

When there is a change of registered salespersorguheegistered salesperson must verify
the information on the NAAF and any separate KYC ftoransure it is current and
record the date of such verification on the form om®

Account numbers must not be assigned unless they anmpaoc®d by the proper name and
address of the client and such name and address must betedgpoa properly
completed NAAF no later than the following day.

New NAAF’s should be prepared and completed for all neemtd; including existing clients
of a registered salesperson transferring to the Member.

Page 12: [2] Deleted mstechishin 06/04/2006 11:12:00 AM
a) Name: Mr. Contact: Home
( )
Mrs Business: @)
Ms. (Please Print) Other: ( )
Fax: ( )
Address: Email:
Apt/Number Street Date of Birth: / /
dd / mm / vyy
Address: SIN Numbe - -
City Province Postal Code
IF APPLICABLE
Name: Mr. Contact: Home: ( )
Mrs. Business: (@)
Ms. (Please Print) Other: ( )
Fax: ( )
Address: Email:
Apt/Number Street Date of Birth: / I

dd / mm/ vyy
Address: SIN Numbe - -




City Province Postal Code
Page 12: [3] Deleted mstechishin 06/04/2006 11:12:00 AM
2. CLIENT'S EMPLOYER
Name: Type of Bssin
Address: Clierttsi@ation:
Page 12: [4] Deleted mstechishin 06/04/2006 11:12:00 AM
3. FAMILY INFORMATION
Spouse’s Name: Nwhbependants:
Spouse’s Occupation:
Page 12: [5] Deleted mstechishin 06/04/2006 11:12:00 AM
4. Will any other person or persons:
a) Have trading authorization in this account? _YeNo (If Yes provide particulars)
(Trading Authorization held by a third party
for the client's account must be documented)
b) Have a financial interest in this account? Yeslo (If Yes provide Particulars)
Page 12: [6] Deleted mstechishin 06/04/2006 11:12:00 AM

5. INVESTMENT KNOWLEDGE RISK TOLERANCE INDIVIDUALINCOME

Extensive Low Under $20,000

Moderate Medium $20-50,000

None High $50-100,000

Over $100,000

INVESTMENT OBJECTIVES TIME HORIZON HOUSEHOLD NEWORTH

Income - 1-3yrs. Under $25,000

Growth 4-5yrs. $25-50,000

- short term 6 —9yrs. $50-100,000

- long term 10 yrs. or more $100-260,0

Balanced Over $250,000

LEVERAGING

The client has been provided with a leveraginglaksce document in compliance with MFDA Rules. Yes_
7. BANKING INFORMATION

Bank Name: Account Number:

Branch Address: Transitbeu

Page 12: [7] Deleted mstechishin 06/04/2006 11:12:00 AM

Client Signature: te:Da

Salesperson Signature: Date:

Designated Officer, Director, or Date of

Branch Manager Approval: praval:

Page 12: [8] Deleted mstechishin 06/04/2006 11:12:00 AM

9. CLIENT IDENTIFICATION:
1.




