Mutual Fund Dealers Association of Canada

Introducing and Carrying Arrangement (Rule 1.1.6)

On May 22, 2008, the Board of Directors of the Mutual Fundl®e Association of
Canada made the following amendments to MFDA Rule 1.1.6:

Rule 1.1.6 — (Introducing and Carrying Arrangement)
1.1.6 Introducing and Carrying Arrangement

(b) Terms of Arrangement A Member may enter into an agreement with another
Member in accordance with Rule 1.1.6(a) if it satisfiesfollowing requirements:

(viii) Disclosure and Acknowledgement on Account Openigthe time of opening
each client account, the introducing dealer shall enbatdtlie client receives written
disclosure explainingdvise-theelient-ehe introducing dealer's relationship to the

carrying dealer and-dhe relationship between the client and the carryintedead, in
the case of a Level-X-eritroducing dealer, shadlbtain from the client an
acknowledgement in wr|t|ng to the effect that such discladvicehas been received

by the cliengiv

(ix) Contracts, Account Statements, Confirmations @hent CommunicationsThe

name and role of each of the carrying dealer and thedimting dealer shall be shown on
all contracts, account statements, confirmations artieicase of a Level 1 introducing
dealer, all client communications (as defined in Rule 2ahtl)advertisements and sales
communications (as defined in Rule 2.7.1) sent by eitleenthoducing dealer or the
carrying dealer in respect of accounts carried by theingrdealer. In the case of a
Level 1 introducing dealer, the name and role of theyraydealer shall appear in at
least equal size to that of the introducing dealer. Th@lkasiness or trade or style

names shaII be in accordance W|th Rule 1.1.7 as ap@;cébl%earryqngeealeeshalt be

& s ed-to it

(x) Annual DisclosureA Level 1, 2.3 orteveld introducing dealer may comply with

the disclosure requirements under paragraph (ix) by providittemwdisclosure at least
annually to each of its clients whose accounts arglzarried by the carrying dealer,
outlining the relationship between the introducing dealdrtbe carrying dealer and the
relationship between the client and the carrying dealer;



(xi) Clients Introduced to the Carrying Deal&ach client introduced to the carrying
dealer by the introducing dealer shall be considerectatdif the carrying dealer for the
purposes of complying with the By-laws and Rules to tiergof the services provided
by the carrying dealer;-and

(xi)) Responsibility for Reporting. The carrying dealbalt be responsible for sending
account statements and confirmations to clients intrabitecé by the introducing dealer
as required by the By-laws and Rules to the extent siatbments and confirmations
relate to trading or account positions in respect of wthe carrying dealer has provided
services. The carrying dealer need not send a writteirw@ion of a trade in a security
of a mutual fund where the manager of the mutual fund gbeaddient a written
confirmation containing the information required to be sewter Rule 5.4.3; and

(xiii) Responsibility for CompliancéJnless otherwise specified in Rule 2 or in this Rule
1.1.6, the introducing dealer which is a Level 1 Dealerinchrrying dealer shall be
jointly and severally responsible for compliance wita By-laws and Rules for each
account introduced to the carrying dealer by the introduciatgdeand in all other cases
the introducing dealer shall be responsible for such aangd, subject to the carrying
dealer being also responsible for compliance with dpehose functions it agrees to
perform under the arrangement entered into under thisIRLIE.




