MFDA Proposed Policy 6 - Information Reporting Requirenents,
Notification of Change in Registration Information (Rule 12.5)
and Consequential Amendments

. OVERVIEW
A. Current Rules

MFDA Rules and Policies currently require reporting eftain enforcement and compliance
related information to the MFDA. Under Policy 3, Apprdveersons must report all written
complaints to the Member, and the Member must repgmriptaints involving allegations of

theft, misappropriation of funds or securities, and forgerthe MFDA. Settlements of $25,000
or greater by the Member or $15,000 or greater by ApprovesbRemust also be reported to
the MFDA.

Under Rule 1.2.5, Members must report changes in registretiormation to the MFDA, such
as changes in a Member’'s address, a bankruptcy or insghedre member and changes to
material information previously filed with the MFDA. s regarding what changes to
material information under Rule 1.2.5 must be filed vitke MFDA are set out in Bulletin
#0082.

Under Rule 1.2.6, Members are required to notify the MFDAthe termination of an
employment or agency relationship with an Approved Perdmrevthe Notice of Termination
filed with the applicable securities commission disetoghat the Approved Person was
dismissed for cause or discloses information regardmgsolved client complaints, internal
discipline matters or restrictions for violation of réggary requirements.

Currently all such reporting to the MFDA is paper-based.
B. The Issues

Currently MFDA reporting is required by several MFDA inghents and all reporting is paper
based. The use of electronic reporting will benefit Mers in terms of ease of use, as well as
the MFDA and the public in terms of the increased regutatwersight of industry trends
through trend and data analysis which will be conductede@eldctronic reports. The scope of
matters to be reported must be expanded to allow theAtBberform a broader assessment of
activities of Approved Persons and Members.

C. Objectives
The objective of the proposed Policy 6, amendments tee RuP.5 and consequential
amendments are to consolidate many MFDA reportingineapents into a single instrument,

expand the scope of matters that must be reported andqtore that enforcement and
compliance related information be reported electronically
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D. Effect of Proposed Amendments

The proposed amendments will impose new requirements wveispect to reporting of
information to the MFDA.

The proposed Rule and Policy will lead to an increassoimpliance costs for Members in that
proposed Rule 1.2.5 and Policy 6 require that Approved Pessdimsit various reports to the
Member which Members will be required to review. The Memfiéiralso be required to submit

various reports to the MFDA relating to the Member amdApproved Person.

While certain reports under Policy 6 will be filed etecically by Members, there will not be
any substantial technological systems changes requiréaegrart of Members as the electronic
reporting system will be web-based, and Members are nitgsamandated to file financial
reports through the MFDA EFS System which is a web-bagst@m for filing financial reports.
The web-based reporting system will support Internet dggplversion 6.0 which is the most
frequently used version of Internet Explorer. Memhe&ssg previous versions will need to
upgrade to version 6 in order to ensure proper functionaflitite program. Costs to Members
that must upgrade are expected to be low as there isstdoc the software and the upgrade is
generally expected to cause few, if any, technical issues.

It is not expected that the proposed Policy and Rule have other significant effects on
Members, other market participants, market structure mpetition. Although the proposed
Policy and Rule imposes costs on Members relatingportiag, the MFDA is of the view that
these costs are generally not significant and ardigdstly the anticipated benefits.

[I. DETAILED ANALYSIS
A. Relevant History

MFDA Rules and Policies currently require membersegoort certain information relating to
client complaints, terminations, client settlementsl degal proceedings against approved
persons. A strategic assessment of the MFDA'’s curegrting requirements identified a need
for staff to develop the proposed Policy to increasestteetiveness of such reporting through an
electronic process, and to increase the scope of suchtingpto enhance the ability of the
MFDA to assess member risk, identify cases for enfoecenmvestigation, identify member
issues for compliance examinations and identify geneeads in industry to assist in policy
development and other MFDA purposes.

B. Proposed new Policy and Rule

Proposed Rule 1.2.5

Rule 1.2.5 will be repealed and replaced with proposed Rule that. Bffectively provides that
members must report the information that is prescribealioy?6. Proposed Rule 1.2.5 requires
that Members report to the MFDA all matters relatiogcomplaints, criminal, civil and other
legal proceedings, regulatory proceedings, arbitrationsntraventions and potential
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contraventions of legal and regulatory requirementgjglisary action by regulatory bodies or
by Members against Approved Persons, settlements with amgpensation paid to clients,
registration or licensing by any regulatory body, bankruptdreslvencies, garnishments and
related events, investigations by Members relating to anyhefenumerated matters, and
information relating to the business and operation ef Member. The rule requires that
Approved Persons submit reports to their Member regardengame enumerated matters.

Proposed Rule 1.2.5 will also provide that Members mustl@ags or assessments on non-
reporting or late reporting under the Rule and Polidys ill be similar to current obligations
relating to late financial filings under Rule 3.5.5.

Policy 6

Proposed Rule 1.2.5 sets out the general reporting recantenior Members and Approved
Persons, while Policy 6 prescribes events and the mammédnich the events must be reported
under proposed Rule 1.2.5. Policy 6 is divided into four maasawhich are discussed below:

Introduction, Definitions and General Reporting Requirements

These three sections apply to the entire Policy. Ihtreduction and Definitions sections are
self-explanatory. The purpose of the General Requiresngection is to clarify the scope of
activity that must be reported. Members are requirg@ort events relating to both securities
related business and other Member business. Approved Regsaning includes reportable
events relating to securities related business, Memimndss and all other business conducted
by the Approved Person.

Members are required to report events relating to Apprédexdons to the MFDA which they
become aware of, either through a report by the ApproeesbR or through carrying out their
supervisory, monitoring and review obligations over the conaiits business. The Policy will

require Members to designate a person to receive reff@atsare submitted by Approved
Persons. There is also a record-keeping requirementh wgheonsistent with the general record-
keeping obligations of Members under MFDA Rules.

Part A - Approved Person Reporting Requirements

Policy 6 will require Approved Persons to report theuoence of certain events to their
sponsoring Member.

Approved Person reporting can generally be divided intd emflegories of reports:

Breaches of Criminal Laws

Breaches of Regulatory Requirements

Civil Claims

Denial or withdrawal of registration or licenses

Written Complaints

Complaints not in writing relating to theft, fraud, mpropriation, forgery money
laundering, market manipulation, insider trading, engagingetursies related business

oA WNE
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outside of the Member and unauthorized trading relatingamselves or another Approved
Person.

7. Bankruptcies

8. Garnishments

Details regarding a reportable item must be reported toignéesd person at the Member within
two days. Policy 6 states that the reporting of an enerstt be done in such detail as required
by the Member. Policy 6 allows flexibility as to howeWbers set procedures for receiving such
reports from Approved Persons.

Part B - Member Electronic Reporting Requirements

Members are required to electronically report on mattelating to the Member, current
Approved Persons, and former Approved Persons if the eescems matters that occurred
while an Approved Person of the Member. All matters utisisrsection must be reported to the
MFDA through a web-based reporting system provided by the MFD

Under section 6.1, Members must generally report thee saight categories of reports that
Approved Persons must report to the Member.

Under section 7.1, Members must provide follow-up infornmatin any resolution or conclusion
of any of the above reported events, including any diseiptermination of Approved Persons,
any judgments, settlements or payment of compensatiarclient, as well as the results of any
internal investigation.

In addition to the events that are to be reported aticge 6.1, section 8.1 outlines additional
situations in which members must report to the MFDA. Theéegat®ns involve conduct which

itself is not reportable on its own, but has beerstiigect of a significant level of disciplinary or
compensatory response by the Member or Approved Person thigt werrant consideration by

the MFDA.

Policy 6 provides that all reports under Part B must be stdonto the MFDA within five
business days of the occurrence of the event, excemugiomer complaints which must be
submitted within 20 business days.

Part C — Other Member Reporting Requirements

Part C provides for Member reporting of certain informatioat is generally related to material
changes to membership information previously filed with BHEDA, which is currently a
requirement under Rule 1.2.5. The language of the reportpgreenent in rule 1.2.5 has been
amended to information relating to “business and omaraitof the Member and its Approved
Persons” to provide for a degree of flexibility. Infaton reported under Part C is not reported
electronically. Reportable information in Part C wasvignesly communicated to Members in
Member Bulletin #0082.
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Policy 6 provides that all reports under Part C must be isigdohto the MFDA within five
business days of the occurrence of the event, excepdarber bankruptcies and insolvencies
which must be reported immediately.

Consequential Amendments

As Policy 6 sets out most reporting requirements fomidlers, there will be an overlap with
some existing MFDA reporting requirements contained in uariBules and Policies which
consequentially must be repealed in whole or in part.

Policy 3 will be amended to remove the requirementé&\pproved Persons to report complaints
to their head offices and for Members to report comfdainvolving allegations of theft,
misappropriation of funds or securities, and forgery &oN-DA, as these requirements will be
incorporated into Policy 6. The requirement to reportesaéint agreements and dispositions of
security related claims will also be removed from 808 as these reports will now be required
by Policy 6.

Rule 1.2.5 will be repealed and replaced by proposed Rule 1RWe 1.2.5 requires that
Members report changes in registration information te MFDA, such as changes in a
Member’s address, a bankruptcy or insolvency of a menmekclaanges to material information
previously filed with the MFDA. These reports will nd& required by Policy 6.

Rule 1.2.6 will be repealed and its substance incorporatedPolicy 6. Rule 1.2.6 required
Members to report terminations of Approved Persons to thie Al

C. Issues and Alternatives Considered

An internal analysis was conducted to identify what infation the enforcement and compliance
department would require to be reported in order to effegtitrack industry trends, and to
increase investor protection. The MFDA considered tlke f@ increased reporting along with
the increased demands the new reporting would have orb&terand Approved Persons. The
MFDA considered several alternatives with respect to stwpe of reporting that it would
require. MFDA staff consulted with Members and outsidensel to determine the appropriate
balance between the need for regulatory reporting anthd¢heased cost in terms of resources to
Members.

D. Comparison with Similar Provisions

A comparison of relevant rules and by-laws of the Inwest Dealers Association was
conducted.

E. Systems Impact of Amendments

While certain reports under Policy 6 will be filed etecically by Members, there will not be
any major technological systems changes required ompatleof Members as the electronic
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reporting system will be web-based, and Members are nitgsamandated to file financial
reports through the MFDA EFS System which is a web-bagg@m for filing financial reports.

The web-based reporting system will support Internet dggplversion 6.0 which is the most
frequently used version of Internet Explorer. Memhe&ssg previous versions will need to
upgrade to version 6 in order to ensure proper functionaflitite program. Costs to Members
that must upgrade are expected to be low as there isstdoc the software and the upgrade is
generally expected to cause few, if any, technical issues.

F. Best Interests of the Capital Markets

The Board has determined that the proposed amendmentstaebest interests of the capital
markets.

G. Public Interest Objective

The proposed amendments will establish reporting stanaatdsespect to MFDA Members
and Approved Persons that are consistent with prackdiesved by the Investment Dealers
Association. The proposed amendments will assigtanptotection of the investing public by
increasing MFDA regulatory oversight over industry tdgnassisting in detecting fraud and
other similar malicious acts and assisting in promotimg lstandards of business conduct and
ethics.

[ll. COMMENTARY

A. Filing in Other Jurisdictions

The proposed By-law amendments will be filed for applraxth the Alberta, British Columbia,
Nova Scotia, and Ontario Securities Commissions andStskatchewan Financial Services
Commission.

B. Effectiveness

The proposed amendments are simple and effective.

C. Process

The proposed Policy, Rule and amendments have been gutejpaconsultation with relevant
departments within the MFDA and have been reviewed byrelteounsel, the Policy Advisory
Committee of the MFDA and the Regulatory Issues Catamof the Board. The MFDA Board
of Directors has also approved the proposed amendments.

E. Effective Date

The proposed amendments will be effective on a dateeteubsequently determined by the
MFEDA.
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V. SOURCES

MFDA Rule 1.2.5
MFDA Rule 1.2.6
MFDA Policy 3
MFDA Policy 6
IDA Policy 8

V. REQUIREMENT TO PUBLISH FOR COMMENT

The MFDA is required to publish for comment the proposeeéraiments so that the issues
referred to above may be considered by the Recognizing Rexgulat

The MFDA has determined that the entry into force of theproposed amendments would be

in the public interest and is not detrimental to the capal markets. Comments are sought

on the proposed amendmentsComments should be made in writing. One copy of each
comment letter should be delivered within 30 days of the mtigit of this notice, addressed to
the attention of the Corporate Secretary, Mutual Fundebe&ssociation of Canada, 121 King
St. West, Suite 1000, Toronto, Ontario, M5H 3T9 and one eamjgyessed to the attention of
Leslie Rose, Senior Legal Counsel, British Columbia SgesitCommission, 701 West Georgia
Street, P.O. Box 10142, Pacific Centre, Vancouver, Brifislumbia, V7Y 1L2.

On request, the MFDA will make available all commeetsived during the comment period.
Questions may be referred to:

Shaun Devlin

Vice-President, Enforcement

Mutual Fund Dealers Association of Canada
(416) 943-4672
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MUTUAL FUND DEALERS ASSOCIATION OF CANADA
INFORMATION REPORTING REQUIREMENTS (POLICY NO. 6)

1. Introduction

This Policy establishes minimum requirements concernirgptsvthat Approved Persons are
required to report to Members and events that Memberseguired 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 Rule 1.2.5(bA\yroved Persons.

Part B of this Policy, entitletElectronic Reporting Requirements for Membeisets out details
regarding reporting of information under Rule 1.2.5(a){g &ule 1.2.5(a)(ii) by Members. All
reporting under Part B must be submitted through the elactreporting system provided by
the MFDA. The reporting of events that are requiredesubmitted electronically by any other
means is a failure to report the event and a failurenapty with this Policy.

Part C of this Policy, entitledOther Reporting Requirements for Membersgts out details
regarding reporting of information under Rule 1.2.5(a)yi)Members. All reporting under Part
C must be submitted to the MFDA in writing.

In addition to these reporting requirements, MFDA Mermalae required to comply with other
reporting requirements which may change from time teetiand which include but are not
limited to:

(@) MFDA reporting requirements, some of which may also requiFDA approval:

(1) By-law No.1 section 13.7 — Reorganizations, mergerg an
amalgamations;

(i) By-law No. 1 section 13.9 — Changes in ownersimg eontrol;

(i)  Rule 1.1.6 — Introducing/Carrying dealer arrangements;

(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 debt; and

(vi)  Rule 3.5 — Financial filing requirements

(b) reporting requirements under applicable provincial seculgi@s 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 any officedtygnized Federal or
Provincial Statutory holiday.
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“civil claim” includes civil claims pending before a court or trigusnd arbitration.
“client” means an individual who is a client of the Member.

“compensation” means the payment of a sum of money, securities, sdvarsanclusion of a
securities transaction (whether the transaction hesabized or unrealized loss) or any other
equivalent type of entry which is intended to compenaati@ent or offset an act of a Member or
Approved Person. A correction of a client accountasitpn as a result of good faith trading
errors and omissions is not considered to be “compensdar the purposes of this Policy.

“‘event” means a matter that is reportable under this PolicyMgraber or Approved Person.

“law” includes, but is not limited to, all legislation of anyigdiction and includes any rules,
policies, regulations, rulings or directives of any sea@sitregulatory authority of any
jurisdiction.

“member business” means all business activities conducted by and through thwabbte
whether securities related or otherwise.

“misrepresentation” means:

() anuntrue statement of fact, either in wholengpart; or
(i) an omission to state a fact that is requiredb& stated or that is necessary to make a
statement not misleading in light of the circumstamceghich it was made.

“regulatory body” means, but is not limited to, any regulatory or self-rafguy organization
that grants persons or organizations the right to dealthatipublic in any capacity.

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

“securities” includes exchange contracts, commodity futures conteaxtscommodity futures
options.

“service complaints” means:

() any complaint by a client which is founded on custos®nvice issues and is not the
subject of any securities law or regulatory requirememts; o

(i) any complaint by a client as a result of a goothf&riading error or omission.

3. General Reporting Requirements

3.1. Events regarding Members that must be reported shall nohibed solely to securities
related business, but shall include all member business.
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3.2. Events regarding Approved Persons that are reported by AgprBersons to the
Member shall not be limited solely to securities edabusiness and member business,
but shall include all business conducted by the Approved Rerso

3.3. A Member’s obligation to report an event relatingato Approved Person under this
Policy is limited to events of which it has becomeaeavregardless of the means by
which it became aware of the event.

3.4. A Member is expected to be aware of events relatidgpproved Persons by the receipt
of reports from Approved Persons and by carrying out the ées supervisory,
monitoring and review obligations over the conduct of utsitess.

3.5. All requirements to report events regarding former épgal Persons are limited to
events which occurred while the Approved Person was an »epr&erson of the
Member.

3.6. A Member shall designate a compliance officer at itsdheffice (or another person at
head office) to whom reports made by Approved Personggadred by section 4, shall
be submitted.

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

PART A

APPROVED PERSON REPORTING REQUIREMENTS

4. Approved Person Reporting Requirements

4.1. An Approved Person shall report the following evénthis or her current Member in

such detail as required by the Member, within 2 business days:
(a) the Approved Person is the subject of a client compiantriting;

(b)  the Approved Person is aware of a complaint from anggme whether in writing
or any other form, and with respect to him or hersaifany other Approved
Person, involving allegations of:

(1) theft, fraud, misappropriation of funds or securitiesigéoy, money
laundering, market manipulation, insider trading, misreprasent or
unauthorized trading; or

(i) engaging in securities related business outside of the Member

() whenever the Approved Person has reason to believdn¢hat she has or may
have contravened, or is named as a defendant or respam@ery proceeding, in
any jurisdiction, alleging the contravention of:

0] any securities law; or
(i) any regulatory requirements.

(d) the Approved Person is charged with, convicted of, pleadty gu no contest to,
any criminal offence, in any jurisdiction;
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(e) the Approved Person is named as a defendant in a @inh,cin any jurisdiction,
relating to the handling of client accounts or tradingdwisang in securities;

M the Approved Person is denied registration or a liceregeallows the Approved
Person to deal with the public in any capacity by any régildody, or has such
registration or license cancelled, suspended or terednair made subject to
terms and conditions;

(9) the Approved Person becomes bankrupt or suspends paymettt®idaerally
or makes an arrangement with creditors or makes annassig or is declared
insolvent; and

(h) there are garnishments outstanding or rendered againgptveved Person in
any civil court in Canada.

PART B
ELECTRONIC REPORTING REQUIREMENTS FOR MEMBERS

5. General Member Electronic Reporting Requirements

5.1. Members shall report the following events to theDMFthrough an electronic reporting
system provided by the MFDA, within 5 business days of tleeiroence of the event,
except for events reported under section 6.1(a) of thisyRalihich must be reported to
the MFDA within 20 business days.

6. General Events to be Reported

6.1. Members shall report to the MFDA:

(a) all client complaints in writing, against the Member & current or former
Approved Person, relating to member business, except seorgaaints;

(b)  whenever a Member is aware, through a written or vextaplaint or otherwise,
that the Member or any current or former Approved Pefrsmsor may have
contravened any provision of any law or has contravened ragulatory
requirement, relating to:

(1) theft, fraud, misappropriation of funds or securitiesigéoy, money
laundering, market manipulation, insider trading, misreprasent or
unauthorized trading; or

(i) engaging in securities related business outside of the Member
(c) whenever the Member, or a current or former ApprovedoRers:

0] charged with, convicted of, pleads guilty or no contestany criminal
offence, in any jurisdiction;

(i) named as a defendant or respondent in, or is subjembyfroceeding or
disciplinary action, in any jurisdiction, alleging comtention of any
securities law;
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7.1.

8.1.

(d)

(e)

(i)  named as a defendant or respondent in, or is the swolbjecty proceeding
or disciplinary action, in any jurisdiction, alleging ¢@vention of
regulatory requirements;

(iv)  denied registration or a license that allows a persateal with the public
in any capacity by any regulatory body, or has suclstiegion or license
cancelled, suspended or terminated, or made subject to temths
conditions; or

(v) named as a defendant in a civil claim, in any jurisdictirelating to
handling of client accounts or trading or advising in se@giti

whenever an Approved Person becomes bankrupt or suspends payrdebts
generally or makes an arrangement with creditors &eman assignment or is
declared insolvent; and

there are garnishments outstanding or rendered against émebdvl or an
Approved Person in any civil court in Canada.

Reporting of Resolution of Events

Members shall update event reports previously reportegfléat the resolution of any
event that has been reported pursuant to section 6.1soPthicy and such resolutions
shall include but not be limited to:

(@)

(b)

(€)

(d)
(e)

any judgments, awards, arbitration awards or orders ankknsents in any
jurisdiction;

compensation paid to clients directly or indirectly, ary benefit received by
clients from a Member or Approved Person directly oreudly;

any internal disciplinary action or sanction againstApproved Person by a
Member;

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

Other Events to be Reported

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

(@)

(b)

(€)

whenever the Member has initiated disciplinary actiat thvolves suspension,
demotion or the imposition of increased supervision oA@proved Person;

whenever the Member has initiated disciplinary actidwat tinvolves the
withholding of commissions or the imposition of a fineh@enalty in excess of
$1000;

whenever an employment or agency relationship with an Apgrd®erson is
terminated and the Notice of Termination filed with teplicable securities
commission discloses that the Approved Person wasinated for cause, or
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(d)

PART C

discloses information regarding internal disciplin@ttars or restrictions for
violations of regulatory requirements; and

whenever the Member or Approved Person has paid compmEndatia client
either directly or indirectly in an amount exceeg$15,000.

OTHER REPORTING REQUIREMENTS FOR MEMBERS

9. Other Information Reporting Requirements for Member

9.1. Members shall report the events under Part C of thigytd the MFDA, in writing,
within 5 business days of the occurrence of the evengpéXor events reported under
section 10 of this Policy, which must be reported to tiOM immediately.

10. Bankruptcy, Insolvency and Related Events

10.1. Members must report to the MFDA whenever:

(@)
(b)
(€)

(d)

(e)

the Member is declared bankrupt;
the Member makes a voluntary assignment in lgoky;

the Member makes a proposal under any legislation rglatinbankruptcy or
insolvency;

the Member is subject to, or instituting any proceedingsangement or
compromise with creditors; and

a receiver and/or manager assumes control of the Mé&ndssets.

11. Change of Name

11.1. Members must report to the MFDA any change with ceéspe

(@)
(b)

(€)

the legal name of the Member;

the names under which the Member carries on businaske (br style names);
and

trade, business or style names, other than thiied¥lember, used by Approved
Persons. The name of the Approved Person, the trade oreg&sisname the
Approved Person is using, and the Approved Person’s branatioloanust be

provided.

12. Change of Contact Information

12.1. Members must notify the MFDA of any change in addogsservice or main telephone
or fax number.
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13.

13.1.

14.

14.1.

15.

15.1.

16.

16.1.

Change in Member Registration or Licensing

Members must report to the MFDA any changes inotleaing:

(a) type of registration or licensing with the reletvegcurities commission;
(b) jurisdictions in which any dealer business of therider is conducted; and
(c) investment products traded or dealt in.

Changes in Organizational Structure

Members must report to the MFDA any changes in abdesdirectors, partners (in the
case of a partnership), officers and compliance officer

Other Business Activities

Members must report to the MFDA any business, dtiar the sale of investment
products, which the Member engages in or proposes to eimgage

Change of Auditor
Members must report to the MFDA any change in a Memlauditor and/or audit

engagement partner. A new Letter of Acknowledgemenhg@de H.1 of the MFDA
Membership Application Package) must be submitted to the MFDA
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MUTUAL FUND DEALERS ASSOCIATION OF CANADA
HANDLING CLIENT COMPLAINTS (POLICY NO. 3)
Introduction

This Policy establishes minimum industry standards for lpdclient complaints. A
"complaint” shall be deemed to mean any written statemka client or any person acting on
behalf of a client alleging a grievance involving the cohdboasiness or affairs of the Member
or any registered salesperson, partner, director oeoffitthe Member.

Although the definition of "complaint” refers to only itten complaints, there may be instances
where a Member receives a verbal complaint fromeantivhich will warrant the same treatment
as a written complaint. Such situations depend upon dherenand severity of the client's
allegations and require the professional judgement of thekddes supervisory staff handling
the complaint.

Complaint Procedure

Each Member must establish procedures to deal effectivéiyclient complaints, which should
include the following:

1. Each Member must acknowledge all client complaints.

2. Each Member must convey the results of its invesbigaif a client complaint in writing
to the client in due course.

3. Client complaints involving the sales practices ofMamber, its partners, directors,
officers, salespersons or employees or agents mustabdled by qualified sales
supervisors/compliance staff.

4.

5. Each Member must ensure that registered salespeasdngheir supervisors are made
aware of all complaints filed by their clients.

6. Each Member must put procedures in place so that seaimagament is made aware of
complaints of serious misconduct and of all legal astio

7. Each Member must maintain in a central place an grdep-to-date record of

complaints together with follow-up documentation regardimgh complaints, for regular
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internal/external compliance reviews. For each camplthe record should include the
following information:

* the date of the complaint;

* the complainant’s name;

» the name of the person who is the subject of the camtpla

» the security or services which are the subject of tiheptaint; and

» the date and conclusions of the decision rendered irectian with the complaint.

This record must be retained for a period of seven yeans the date of receipt of the
complaint.

8. Each Member must establish procedures to ensure thathbee of MFDA By-laws,
Rules and Policies are subjected to appropriate inteis@ptinary procedures.

9. When a Member finds complaints to be a significantofa internal procedures and
practices should be reviewed, with recommendationsHanges to be submitted to the
appropriate management level.

No Approved Person shall, without the prior written @mnwof the Member, enter into any
settlement agreement with a client.

No Member or Approved Person of such Member may imgosdidentiality restrictions on

clients

with respect to the MFDA or a securities commissiagutatory authority, law enforcement
agency, self-regulatory organization, stock exchange or dthding market as part of a
resolution of a dispute or otherwise.
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MUTUAL FUND DEALERS ASSOCIATION OF CANADA
NOTIFICATION OF CHANGES IN REGISTRATION INFORMATION  (Rule 1.2.5)

1.2.5Reporting Requirements

(a) Member Reporting. Every Member must report to the Corporation such infoomat

in a manner and within such period of time, as may be nipescby the Corporation
from time to time relating to:

() complaints, criminal, civil and other legal proce®g, regulatory proceedings,
arbitrations, contraventions and potential contravestiohlegal and regulatory
requirements, disciplinary action by reqgulatory bodieshprMembers against
Approved Persons, settlements with and compensation paidcliémts,
registration or licensing by any reqgulatory body, bankieptcinsolvencies,
garnishments and related events;

(i) investigations by the Member relating to any of thatters in sub-section (i); and

(iii) _information relating to the business and operatiof the Member and its
Approved Persons.

(b) Approved Person Reporting.Every Approved Person must report to the Member such
information, in a manner and within such period of tia® may be prescribed by the
Corporation from time to time relating to complaintriminal, civil and other legal
proceedings, requlatory proceedings, arbitrations, camnteans and potential
contraventions of legal and regulatory requirementgiglinary action by regulatory
bodies, settlements with and compensation paid tatsli€egistration or licensing by
any requlatory body, bankruptcies, insolvencies, garnisheaat related events.

(c) Failure to Report. A Member shall be liable for and pay to the Corporat&vies or
assessments in the amounts prescribed from timent by the Corporation for the
failure of the Member or Approved Person to report angrination required to be
reported in the manner and within the period of time presdrby the Corporation.
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MUTUAL FUND DEALERS ASSOCIATION OF CANADA

NOTIFICATION OF TERMINATION OF APPROVED PERSONS (Ru le 1.2.6)
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