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RULE 1A. APPLICATION, INTERPRETATION, EXEMPTIONS,
AND DEFINITIONS

Application / Interpretation

(1) Requirements under these Rules apply to Dealer Members registered as mutual
fund dealers_and their Approved Persons under securities legislation. exeeptfor

R e

(1))  Notwithstanding paragraph (i), where a Dealer Member is registered under
securities legislation as a mutual fund dealer and an investment dealer, the Dealer
Member isand its Approved Persons are exempt from these Rules , except for
Rules 8.5 (Annual Fees), 8.6 (Other Fees) and 8.7 (Effect of Non-Payment of
Fees), provided they are in compliance with corresponding requirements
established by the Corporation that are applicable to Investment Dealer Members.

Exemptions

The Board of Directors may exempt any Member, Approved Person, or any other person
subject to the jurisdiction of the Corporation from the requirements of any Rule provided
that the Board is satisfied that doing so would not be prejudicial to the interests of
Members, their clients, or the public. In granting an exemption, the Board may impose
any terms or conditions that it considers necessary-

Transitional Provisions

(1) The Corporation is the corporation continuing from the amalgamation effective
January 1, 2023 of the Mutual Fund Dealers Association of Canada and the Investment
Industry Regulatory Organization of Canada and as a result, for greater certainty:

(1) any reference in these Rules to the Corporation includes the Mutual Fund
Dealers Association of Canada prior to January 1, 2023;

(i1) any person subject to the jurisdiction of the Mutual Fund Dealers
Association of Canada prior to January 1, 2023 remains subject to the
jurisdiction of the Corporation in respect of any action or matter that
occurred while that person was subject to the jurisdiction of the Mutual
Fund Dealers Association of Canada at the time of such action or matter;

(iii)  any individual that was an Approved Person under the Rules of the Mutual
Fund Dealers Association of Canada immediately prior to January 1, 2023
continues to be an Approved Person in respect of these Rules if that
individual has not ceased to be approved by the Corporation; and

(iv)  the provisions of the articles, by-laws, rules, policies and any other
instrument or requirement prescribed or adopted by the Mutual Fund
Dealers Association of Canada pursuant to such articles, by-laws, rules or
policies and any approval, ruling or order granted or issued by the Mutual
Fund Dealers Association of Canada, in each case while a person was
subject to the jurisdiction of the Mutual Fund Dealers Association of
Canada, will continue to be applicable, whether presently effective or
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(2)

effective at a later date, to that person in accordance with their terms and
may be enforced by the Corporation.

Any exemption from a Rule of the Corporation, including for greater certainty, an

3)

exemption granted by the Mutual Fund Dealers Association of Canada, in effect
prior to the coming into effect of these Rules shall remain in effect subsequent to
the coming into effect of these Rules:

(1) subject to any condition included in the exemption, and

(i1) provided that the applicable prior rule of the Corporation on which the
exemption is based, substantially continues in these Rules.

The Corporation shall continue the regulation of persons subject to the

(4)

jurisdiction of the Mutual Fund Dealers Association of Canada formerly

conducted by the Mutual Fund Dealers Association of Canada, including any
enforcement or review proceedings, in accordance with the by-laws, rules and
policies of the Mutual Fund Dealers Association of Canada, and any other
instrument or requirement prescribed or adopted by the Mutual Fund Dealers
Association of Canada pursuant to such by-laws, rules or policies, in each case in
effect at the time of any action or matter that occurred while that person was
subject to the jurisdiction of the Mutual Fund Dealers Association of Canada.

Each individual who on December 31, 2022 was a member of a Regional Council

)

of the Mutual Fund Dealers Association of Canada shall be automatically deemed
to be a member of a District Hearing Committee of the Corporation as of January
1, 2023 and the term of each such individual as a member of a District Hearing
Committee of the Corporation shall expire on the date that his or her term as a
member of a Regional Council of the Mutual Fund Dealers Association of Canada
would have expired or at such other time as the Appointments Committee of the
Corporation shall otherwise determine.

Any enforcement or review proceeding commenced by the Mutual Fund Dealers

Association of Canada in accordance with its by-laws and rules prior to January 1,
2023:

(1) in respect of which a hearing panel has been appointed, shall proceed in
accordance with the by-laws, decisions, directions, policies, regulations,
rules, rulings and practice and procedure of the Mutual Fund Dealers
Association of Canada in effect and applicable to such enforcement or
review proceeding at the time it was commenced and shall continue to be
heard by the same hearing panel; and

(i1) in respect of which a hearing panel has not been appointed, shall proceed
in accordance with the by-laws, decisions, directions, policies, regulations,
rules, rulings and practice and procedure of the Mutual Fund Dealers
Association of Canada, in effect and applicable to such enforcement or
review proceeding at the time it was commenced, provided that, despite
any provision of the by-laws, decisions, directions, policies, regulations,
rules, rulings and practice and procedure of the Mutual Fund Dealers
Association of Canada in effect and applicable to such enforcement or
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review proceeding, these Rules shall apply to the appointment of the
hearing panel.

Page 8 of 18718



Definitions

In these Rules unless the context otherwise specifies or requires:

"affiliate" “affiliated” or "affiliated corporation" means in respect of two corporations,
either corporation if one of them is the subsidiary of the other or if both are subsidiaries
of the same corporation or if each of them is controlled by the same person;

“Appointments Committee” means the committee, appointed in accordance with Rule
7.1.6, composed of:

(1) four members of the Governance Committee established by the Board,
including its Chair, as set out in General By-law No.1, section 12.2,

(i1) two Non-Independent Directors of the Board as set out in General By-law
No.1, section 1.1, and

(ii1) the President of the Corporation as set out in General By-law No. 1, section
1.1.

"Approved Person" means an individual who is a partner, director, officer, compliance
officer, branch manager, or alternate branch manager, employee or agent of the Member
who (i) is registered or permitted, where required by applicable securities legislation, by
the securities commission having jurisdiction, or (ii) submits to the jurisdiction of the
Corporation;

"assets under admmlstratlon” means the &SS%FS—HH&%F&dﬁH&%FF&%GH—G%&bHS&H%SS—G—f
a\ 3 imemarket value of all
mutual funds reflected in the client accounts (nominee and client name) of a Member in all
provinces of Canada, excluding Quebec;

"branch office" means any office or location from which any dealer business of a
Member is conducted;

"By-laws" means any By-law of the Corporation from time to time in force and effect;

"carrying dealer" means a Member or Investment Dealer Member that carries customer
accounts in accordance with Rule 1.1.6 to the extent, at a minimum, of clearing and
settling trades, maintaining books and records of customer transactions and the holding of
client cash, securities and other property;

"client name" means in respect of an account or client property, an account established
by a Member for a client in accordance with the By-laws and Rules, and the cash,
securities or other property held for such account, where the cash, securities and property
is held in the name of and by a person other than the Member, its agent or custodian;
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"control" or "controlled", in respect of a corporation by another person or by two or
more corporations, means the circumstances where:

(a) voting securities of the first-mentioned corporation carrying more than 50% of the
votes for the election of directors are held, other than by way of security only, by
or for the benefit of the other person or by or for the benefit of the other
corporations; and

(b) the votes carried by such securities are entitled, if exercised, to elect a majority of
the Board of Directors of the first-mentioned corporation,

but where the Board of Directors orders that a person shall, or shall not, be deemed to be
controlled by another person, then such order shall be determinative of their relationships
in the application of the By-laws, Rules and Forms with respect to that Member;

“Corporation” means [Name of New SRO];
“Form 1” means the Form 1 prescribed for Members;

“hearing committee” means a hearing committee of a District appointed in accordance
with Rule 7.1;

"Hearing Panel" means a hearing panel appointed pursuant to Rule 7.2;
“individual” means a natural person;

“industry member” means a current or former director, officer, partner or employee of a
Member, or an individual who is otherwise suitable and qualified for appointment to a
hearing committee.

"introducing dealer" means a Member that introduces customer accounts to a carrying
dealer in accordance with Rule 1.1.6;

“Investment Dealer Member” means a Dealer Member that is registered as an
investment dealer or an investment dealer that it also registered as a mutual fund dealer in
accordance with securities legislation;

“Investment Dealer Member Rules” means the Corporation’s Investment Dealer and
Partially Consolidated Rules and Universal Market Integrity Rules:

“Member” means a Dealer Member that is registered as a mutual fund dealer in
accordance with securities legislation and is not also registered as an investment dealer;

“monitor” means a person or company appointed to oversee and report on a Member’s
activities and to act in furtherance of powers granted by a Hearing Panel;

"mutual fund dealer" means a person registered or licensed by a securities commission
to deal in mutual fund or investment fund securities, other than a securities dealer;
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"nominee name" means, in respect of an account or client property, other than client cash
held in a trust account of a Member, an account established by a Member for a client in
accordance with the By-laws and Rules in which the securities or other property is held
by the Member, its agent or its custodian in the name of the Member or its agent or its
custodian, for the benefit of the client;

"Notice of Hearing" means a notice of hearing given pursuant to Rule 7.3.1;

"ownership interest" means all direct or indirect ownership of the securities of a
Member;

“person” means an individual, a partnership, a corporation, a government or any of its
departments or agencies, a trustee, an incorporated or unincorporated organization, an
incorporated or unincorporated syndicate or an individual’s heirs, executors,
administrators or other legal representatives;

“public member” means, in relation to a hearing committee:

(1) a current or retired member of the law society of a province, other than
Québec, who is in good standing at the law society, or

(i1) in Québec, a current or retired member of the Barreau du Québec, who is
in good standing at the Barreau;

“records” means, for the purposes of Rule 6.2, recorded information of every
description of a Member or Approved Person of the Member or other person under the
jurisdiction of the Corporation pursuant to the By-laws or Rules, including all books of
accounts, securities, cash, documents, banking and investment account records, trading
and supervisory records, client files and records, accounting and financial statements,
audio and video recording, data, minutes, notes and correspondence, whether written,
electronically stored or recorded by any other means;

"related Member" means a partnership or corporation which:
(a) is a Member; and

(b) is related to a Member in that either of them, or their respective partners,
directors, officers, shareholders and employees, individually or collectively, have
at least a 20% ownership interest in the other of them, including an interest as a
partner or shareholder, directly or indirectly, and whether or not through holding
companies;

provided that the Board of Directors may, from time to time, include in, or exclude from
this definition any person, and change those included or excluded;

"Rules" means these Rules made pursuant to General By-law No.l and any Forms
prescribed thereunder applicable to Members and Approved Persons;
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1.1.6

(d)

(e)

®

(2

(h)

W)

(k)

the agent is in compliance with the legislation, By-laws and Rules applicable to
the agent;

the financial institution bonds and insurance policies required to be maintained by
the Member pursuant to Rule 4 cover and relate to the conduct of the agent;

all books and records prepared and maintained by the agent in respect of such
business of the Member shall be in accordance with Rule 5 and applicable
legislation, shall be the property of the Member and shall be available for review
by and delivery to the Member during normal business hours;

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

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

if the agent is engaged in or carrying on any business or activity other than
business conducted on behalf of the Member, including any business or activity
which is subject to regulation by any regulatory authority other than a securities
commission, compliance with the terms of the agreement referred to in paragraph
(k) shall be monitored and enforced directly by the Member and not by or through
any other person including another employer or principal of the agent;

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

the Member and the agent shall have entered into an agreement in writing, which
shall be provided promptly to the Corporation upon request, containing terms
which include the provisions of paragraphs (a) to (j), inclusive, and which do not
include provisions which are inconsistent with paragraphs (a) to (j), and shall
provide the Corporation with a certificate signed by an officer or director of such
Member and, upon request by the Corporation, shall provide an opinion of
counsel, confirming the agreement is in compliance with such provisions.

Introducing and Carrying Arrangement

(a)

General Requirements. A Member may enter into an arrangement with another

dealer pursuant to which the accounts of the Member (the “introducing dealer”)
are carried by another dealer (the “carrying dealer”) provided:

(1) The carrying dealer is another Member and the arrangement complies with
Rule 1.1.6 (b) and (¢); or
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(be)

(i1) The carrying dealer is an Investment Dealer Member and the arrangement
~ complies with Rule 1.1.6 (d) and (e).

Member Carrying Dealer. A Member may enter into an arrangement with
another Member pursuant to which the accounts of one Member (the "introducing
dealer") are carried by the other Member (the "carrying dealer") provided that:

(1) the arrangement shall satisfy the requirements of a carrying arrangement
described in Rule 1.1.6(bc);

the Members shall enter into a written agreement evidencing the

arrangement and reflecting the requirements of Rule 1.1.6(b) and such

other matters as may be required by the Corporation;

(+vill) the arrangement (including the form of agreement referred to in Rule
1.1.6(b)) and any amendment to or termination of the arrangement or
agreement, shall have been approved by the Corporation before it is to
become effective; and

(viv) the arrangement shall be in compliance with the Rules and the securities

legislation applicable to either of the Members

G
(i)

Terms of Arrangement. A Member may enter into an agreement with another
Member in accordance with Rule 1.1.6(ab) if it satisfies the following
requirements:

(1) Minimum Capital. The carrying dealer shall maintain at all times
minimum capital of a Level 4 Dealer, and the introducing dealer shall
maintain at all times minimum capital of a Level 1, 2, 3 or 4 Dealer, as the
case may be;

(1))  Reporting of Client Balances. In calculating the risk adjusted capital
required pursuant to Rule 3.1.1 and Form 1, the carrying dealer shall
report all accounts of the clients (introduced by the introducing dealer to
the carrying dealer and for whom assets are held in nominee name) on the
carrying dealer’s Form 1 and Monthly Financial Report;

(ii1))  Comfort Deposit. Any deposit (other than deposits on behalf of clients)
provided to the carrying dealer by the introducing dealer pursuant to the
terms of the agreement between them shall be segregated in accordance
with Rule 3.3 by the carrying dealer and shall be held by the carrying
dealer in a separate designated trust account for the introducing dealer;
The deposit provided by the introducing dealer to the carrying dealer shall
be reported by the introducing dealer as an allowable asset on its Form 1
and Monthly Financial Report;

(iv)  Segregation of Client Cash and Securities. The carrying dealer shall be
responsible for holding and segregating in accordance with the
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(e)

(xii)

(xiii)

(ed)

)

carrying dealer for the purposes of complying with the Rules to the extent
of the services provided by the carrying dealer;

Responsibility for Reporting. The carrying dealer shall be responsible for
sending account statements and confirmations to clients introduced to it by
the introducing dealer as required by the Rules to the extent such
statements and confirmations relate to trading or account positions in
respect of which the carrying dealer has provided services. The carrying
dealer need not send a written confirmation of a trade in a security of a
mutual fund where the manager of the mutual fund sends the client a
written confirmation containing the information required to be sent under
Rule 5.4.3; and

Responsibility for Compliance. Unless otherwise specified in Rule 2 or in
this Rule 1.1.6, the introducing dealer which is a Level 1 Dealer and its
carrying dealer shall be jointly and severally responsible for compliance
with the Rules for each account introduced to the carrying dealer by the
introducing dealer, and in all other cases the introducing dealer shall be
responsible for such compliance, subject to the carrying dealer being also
responsible for compliance with respect to those functions it agrees to
perform under the arrangement entered into under this Rule 1.1.6.

Investment Dealer Member Carrying Dealer. A Member may introduce
accounts to an Investment Dealer Member subjeet-toprovided that:

the Member and Investment Dealer Member shall enter into a written

(ii)

agreement evidencing the arrangement and reflecting the requirements of
Rule 1.1.6(¢) and such other matters as may be required by the

Corporation;

the arrangement (including the form of agreement referred to in Rule

(iii)

1.1.6(e)) and any amendment to or termination of the arrangement or
agreement, shall have been approved by the Corporation before it is to
become effective; and

the arrangement shall be in compliance with the Rules and the Investment

Dealer Rules and the securities legislation applicable to the introducing
and carrying dealer or, where for a particular activity the introducing
dealer or carrying dealer cannot comply with the requirements applicable
to them the introducing and carrying dealer must request exemptive relief
from the Corporation that specifies the manner in which the activity must

be performed.

Terms of Arrangement. A Member may enter into an agreement with an

Investment Dealer Member in accordance with Rule 1.1.6(d) if it satisfies the

following requirements:
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the introducing dealer will be subject to and comply with the Rules:

(i) The introducing dealer must perform its activities in a manner that does
not interfere with the carrying dealer's ability to comply with its
obligations under the Investment Dealer Rules:

(1i1))  The carrying dealer will be subject to and comply with the Investment
Dealer Rules;

(iv)  The carrying dealer must perform its activities in a manner that does not
interfere _with the introducing dealer’s ability to comply with its
obligations under the Rules;

(V) Each client introduced to the carrying dealer by the introducing dealer
shall be considered a client of the carrying dealer for the purposes of
complying with the Rules to the extent of the services provided by the
carrying dealer.

1.1.7 Business Names, Styles, Etc.

(a)

(b)

(c)

Use of Member Name. Except as permitted pursuant to Rule 1.1.6 with respect
to introducing dealers and carrying dealers and subject to Rule 1.1.7(b) and (c¢), all
business carried on by a Member or by any person on its behalf shall be in the
name of the Member or a business or trade or style name 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 of the Member shall be included on
any contracts, account statements or confirmations of the Member.

Use of Approved Person Trade Name. Notwithstanding the provisions of
paragraph (a), an Approved Person may conduct any business of the Member in a
business or trade name or style name that is not that of, or owned by, the Member
or its affiliated corporation if:

(1) the Member has given its prior written consent; and
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)

1.2.1

1.2.2

1.2.3

1.2.4

(1

2)

(c) “cycle” means any 24-month period beginning on December 1st of an
odd-numbered year.

(d) “Compliance Credit” means a continuing education activity in an Mutual Fund
Dealer Compliance topic area, as prescribed under Peliey=Ne-Rule 900.

(e) “Professional Development Credit” means one hour of continuing education
activity in a professional development topic area, as prescribed under Rule 900.

The CE Program referred to in subsection (1)(a) above, consists of the following
components: (i) business conduct; (ii) professional development; and (iii)) Mutual Fund
Dealer compliance.

Compliance with Corporation Requirements

Each Member shall ensure that any Approved Person executes and delivers to the
Member an agreement in a form as prescribed from time to time by the Corporation
agreeing, among other things, to be subject to, comply with and be bound by the By-laws
and Rules.

Registration

An Approved Person must have satisfied any applicable proficiency and other registration
requirements set out in securities legislation and established by the securities regulatory
authority having jurisdiction.

Education, Training and Experience

An Approved Person must not perform an activity that requires registration under
securities legislation unless the Approved Person has the education, training and
experience that a reasonable person would consider necessary to perform the activity
competently.

Training and Supervision

General. A Member must provide training to its Approved Persons on compliance with
Corporation requirements, securities laws;legislation and applicable laws including,
without limitation, requirements under Rules 2.2.1 (Know-Your-Client), 2.2.5
(Know-Your-Product), 2.2.6 (Suitability), and 2.1.4 (Identifying, Addressing, and
Disclosing Material Conflicts of Interest);

New Registrant Training and Supervision. Upon commencement of trading or dealing
in securities for the purposes of any applicable legislation on behalf of a Member, all
Approved Persons who are salespersons shall complete a training program within 90 days
of such commencement and a concurrent six month supervision period in accordance
with such terms and conditions as may be prescribed from time to time by the
Corporation, unless he or she has completed a training program and supervision period in
accordance with this Rule with another Member or was licensed or registered in the
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(i1) in the case of a partnership or trust, exercises control over the affairs of the
partnership or trust.

2.2.2 New Accounts

(a)

(b)

(c)

Each new account for a client must be opened by the Member within a reasonable
time of the client’s instruction to do so. Account numbers must not be assigned
unless they are accompanied by the proper name and address for the client.

A New Account Application Form must be completed for each new account of a
client. If the New Account Application Form does not include know-your-client
information, this must be documented on a separate Know-Your-Client form.
Such form or forms shall be duly completed to conform with the requirements of
Rule 2.2.1 and shall be signed by the client and dated.

Where accounts are received by the Member from an affiliated Member or

Investment Dealer Member, the Member may use the documentation maintained
by the affiliated Member or Investment Dealer Member to meet the requirement
in Rule 2.2.2 (b) provided:

(1)  the account offering, investment products and services to be made available to

the client at the Member are materially the same as those at the affiliated
Member or Investment Dealer Member,

(i) the following fees and charges associated with the account offering and

investment products and services are the same or lower as those at the
affiliated Member or Investment Dealer Member:

(a) account service fees and charges the client will or may incur relating to
the general operation of the account, and

(b) charges the client will or may incur in making, disposing and holding
investment products,

(ii1) the know-your-client information collected by the Member and the approach

used by the Member to assess the know-your-client information collected are
materially the same as at the affiliated Member or Investment Dealer Member.,
and

(iv) the affiliated Member or Investment Dealer Member’s account agreement has

an acceptable assignment clause that in substance protects the client’s
interests in the same manner as if the client had siened a new account
agreement with the Member.

2.2.3 New Account Approval

Each Member shall designate a trading partner, director or officer or, in the case of a
branch office, a branch manager reporting directly to the designated partner, director or
officer, who shall be responsible for approval of the opening of new accounts and the
supervision of account activity. The designated person shall, no later than one business
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2.13

2.13.1

2.13.2

2.13.3

Member and a receiving Member shall act diligently and promptly in order to facilitate
the transfer of the account in an orderly and timely manner.

Disclosure of {Corporation} Membership
Definition.

For the purposes of complying with the Corporation membership disclosure requirements
under this Rule,

“Corporation_ Membership Disclosure Policy” means the policy setting out the
Corporation’s membership disclosure requirements for Members, as made available on
the Corporation’s website;

“Corporation Logo” means the logo preseribed-by-the Corperationfrom-time-to-time;and

related disclosure for use by Members_as set out in the Corporation Membership
Disclosure Policy.

Account Statement.

21433 Members must include the Corporation Logo on the front of each account
statement followed by the web address of the efficial-website-ofthe
CerperationMemberCorporation as set out in the Corporation Membership Disclosure

Policy.

Member Website-

Members must include the Corporation Logo on the Member’s homepage followed by a
link to the-effietal website of the Corporation_as set out in the Corporation Membership
Disclosure Policy.
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manner and form, including electronically, as may reasonably be prescribed by such
commission, authority, organization, exchange or market.
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7 RULE 7 - DISCIPLINE

7.1 Hearing Committees
7.1.1 Establishment
A hearing committee must be appointed for each District.
7.1.2  Resident in District
A member of a hearing committee of a District must reside in the District.
7.1.3 Composition of Hearing Committees
7.1.3.1 Industry

Two thirds of the members of a hearing committee, to the extent practicable, must be
industry members.

7.1.3.2 Public

One third of the members of a hearing committee, to the extent practicable, must be
public members.

7.1.4  Chair
The chair of a hearing committee must be a public member.
7.1.5 Nomination of Hearing Committee Members

7.1.5.1 The Corporation must nominate individuals to be public members and industry members
of the hearing committee in its District.

7.1.6  Appointment of Hearing Committee members

7.1.6.1 The Appointments Committee must appoint to the hearing committee of each District a
number of suitable and qualified individuals sufficient to conduct hearings in the District.

7.1.6.2 In considering the suitability and qualifications of an individual who is nominated for
membership on a hearing committee, the Appointments Committee must take into
account the individual’s:

(a) general knowledge of business practices and securities tawslegislation,

(b) experience,
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85

8.5.1

8.5.2

853

8.5.4

continue as a registered holder or to hold such interest for such period as the Corporation
may permit.

Annual Fee

Calculation of Annual Fee

The Annual Fee for each Member shall be such amount, not less than $356661,500 for
Members designated as being in Level 1, 2 or 3 under Rule 3.1.1, and not less than
$10,000 for Members designated as being in Level 4, determined in accordance with a
formula which is based upon the assets under administration of the business of the
Member. The Board of Directors in its discretion shall from time to time prescribe such
formula and the basis on which the assets under administration of a business are to be
determined.

Re-determination of Annual Fee

The Board of Directors may from time to time re-determine the Annual Fee to be payable
by any Member. Before any such determination or re-determination is made, the Board of
Directors shall obtain, but shall not be obliged to act upon, the recommendation of the
Corporation.

Timing of Payment

The Annual Fee shall be paid in quarterly instalments {on the+5th-day-efJulyOectober;
Janvary-and-Apri—in—each—yearra due date established by the Corporation by each

Member beginning not later than the first quarter after admission to Membership of such
Member and any additional or redetermined Annual Fee shall be paid in its entirety on or

before Jualy3+April 30th in each year.

Exemption from Payment

Notwithstanding the foregoing, in the event that:

8.5.4.1 an applicant for Membership has acquired the whole or a substantial part of the business

and assets of a Member or Members in good standing whose Annual Fee for the then
current fiscal year has been paid in full and who is or are resigning from Membership
concurrently with the admission of the applicant to Membership; and

8.5.4.2 at least a majority in number of the partners of the applicant, in the case of a firm, or at

least a majority in number of the directors and at least a majority in number of the
officers of the applicant, in the case of a corporation, are partners, or directors and
officers, as the case may be, of the retiring Member or Members;

then the applicant, if the Board of Directors so approves, shall be exempted from
payment of the Annual Fee for the then current fiscal year.
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8.6 Other Fees

8.6.1 Power to Make Assessment

Notwithstanding Rule 8.5, the Board of Directors shall have power to make an
assessment in any fiscal year upon each Member on account of:

8.6.1.1 any extraordinary costs and expenses of the Corporation incurred in connection with the
review and/or approval of any reorganization, takeover or other substantial change in the
business, structure or affairs of a Member;

8.6.1.2 fees levied by the Corporation in connection with:

(a) exemption application filings or any other such filing fees which the Board of
Directors in its discretion may determine from time to time;

(b) a Member changing its name from that which is shown on the most recent
Membership List; or

(©) an application for Membership under Section 3.5 of General By-law No. 1; or

8.6.1.3 assessments or levies made by any customer or investor protection or compensation fund
or plan in respect of which Members of the Corporation are required to participate.

8.6.1.4 assessments or levies in respect of Members of the Corporation made by the
Ombudservice approved by the Board of Directors.

8.6.2 Timing of Payment

Each Member shall pay the amount so assessed upon it within thirty days after receiving
written notification thereof from the Corporation.

8.7 Effect of Non-Payment of Fees

If the amount assessed upon any Member pursuant to Rule 8.5 or 8.6.1.1 has not been paid
within 30 days after the date specified in the written notification thereof received from the
Corporation, the Corporation shall, by registered mail, request the Member pay the same and
draw the Member's attention to the provisions of this Rule 8.7. If the entire amount owing by the
Member has not been paid within 30 days from the date the Corporation has mailed the request,
the Corporation shall notify the Board of Directors to this effect and the Board of Directors may,
in its discretion, terminate the Membership of the Member in default. If the Board of Directors
decides to terminate the Membership of a Member pursuant to the provisions of this Rule 8.7,
the Corporation will notify the Member, by registered mail, of the decision of the Board of
Directors. A former Member whose Membership has been terminated pursuant to the provisions
of this Rule 8.7 shall cease to be entitled to exercise any of the rights and privileges of
Membership but shall remain liable to the Corporation for all amounts due to the Corporation
from the former Member.
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A New Account Application Form (“NAAF”) must be completed for each new
account. Where accounts are received by the Member from an affiliated Member
or Investment Dealer Member, the Member may use the documentation
maintained by the affiliated Member or Investment Dealer Member to meet the
new account documentation requirement in Rule 2.2.2 (b) provided the
requirements set out under Rule 2.2.2(c) are met.

A complete set of documentation relating to each client’s account must be
maintained by the Member. Registered salespersons must have access to
information and documentation relating to the client’s account as required to
service the account. In the case of a Level 1 Introducing Dealer and corresponding
Carrying Dealer, both Members must maintain a copy of each client's NAAF.

For each account of a client that is a natural person, the Member must obtain, at a
minimum, the following information:

(a) name;

(b) type of account;

(©) residential address and contact information;

(d) date of birth;

(e) employment information;

® number of dependants;

(2) other persons with trading authorization on the account;
(h) other persons with a financial interest in the account;

(1) investment knowledge;

() risk profile;

(k) investment needs and objectives;

) investment time horizon;

(m)  financial circumstances, including income and net worth;

(n) for non-registered leveraged accounts, details of the net worth calculation,
specifying liquid assets plus any other additional assets less total
liabilities;

(o) information required by other laws and regulations applicable to the
Member’s business as amended from time to time including information
required for relevant tax reporting; information required for compliance
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12

RULE 400 - INTERNAL CONTROL RULE STATEMENTS
INTERNAL CONTROL RULE STATEMENT 1 - GENERAL MATTERS

This Rule Statement is one in a series that prescribes requirements for and provides
guidance on compliance with Rule 2.9 that states "every Member shall establish and
maintain adequate internal controls as prescribed by the Corporation from time to time."

“Internal control” is defined as follows:

"Internal control consists of the policies and procedures established and
maintained by management to assist in achieving its objective of ensuring, as far
as practical, the orderly and efficient conduct of the entity's business. The
responsibility for ensuring adequate internal control is part of management's
overall responsibility for the ongoing activities of the entity.” (CICA Handbook,
5200.03)

The effectiveness of specific policies and procedures is affected by many factors, such as
management philosophy and operating style, the function of the board of directors (or
equivalent) and its committees, organizational structure, methods of assigning authority
and responsibility, management control methods, system development methodology,
personnel policies and practices, management reaction to external influences, and internal
audit. These and other aspects of internal control affect all parts of the Member firm.

In addition to compliance with required policies and procedures set out in these Rule
Statements, a Member must consider the following, to the extent that they suggest a
higher standard than would otherwise be required:

(1) Recommended provisions set out in these Rule Statements;

(ii) Publicati ; | y | Professional
CanadaAuthoritative literature such as publications of Canadian
professional accounting bodies;

(iii))  Comments on internal control that may have been made by internal and
external auditors and by industry regulators, and actions that the Member
has taken as a result;

(iv)  Industry practice; and

V) The balance struck between preventive and detective controls. Preventive
controls are those which prevent, or minimize the chance of occurrence of,
fraud or error. Detective controls do not prevent fraud and error but rather
detect them, or maximize the chance of their detection, so that corrective
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14

RULE 600 — INFORMATION REPORTING REQUIREMENTS
Introduction

This Rule establishes minimum requirements concerning events that Approved Persons
are required to report to Members and events that Members are required to report to the
Corporation pursuant to Rule 1.4.

Part A of this Rule, entitled “Approved Person Reporting Requirements”, sets out details
regarding the reporting of information under Rule 1.4(b) by Approved Persons.

Part B of this Rule, entitled “Electronic Reporting Requirements for Members”, sets out
details regarding reporting of information under Rule 1.4(a)(i) and Rule 1.4(a)(ii) by
Members. All reporting under Part B must be submitted through the electronic reporting
system provided by the Corporation. The reporting of events that are required to be
submitted electronically by any other means is a failure to report the event and a failure to
comply with this Rule.

Part C of this Rule, entitled “Other Reporting Requirements for Members”, sets out
details regarding reporting of information under Rule 1.4(a)(iii) by Members. All
reporting under Part C must be submitted to the Corporation in writing.

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

(a) The following reporting requirements, some of which may also require approval
by the Corporation:

>-(1) General By-law No. 1, section 3.7 — Amalgamation of Members;
(1)-(i1) General By-law No. 1, section 3.8 — Dealer Member Resignation;
Gi)-(ii1) General By-law No.1 , section 3.10 — Transferability, Reorganizations;
v)-(1v) Rule 8.4 — Ownership;

&9-(v) Rule 1.1.6 — Introducing/Carrying dealer arrangements;

&v-(vi) Rule 3.1.1 — Change in dealer level;

Ev-(vii) Rule 3.1.2 — Risk adjusted capital less than zero;

Evi-(viii) Rule 3.2.5 — Accelerated payment of long term debt; and

(9-(ix) Rule 3.5 — Financial filing requirements
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(b) reporting requirements under applicable provincial securities lawslegislation in
connection with a Member’s mutual fund dealer registration.

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

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

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

“compensation” means the payment of a sum of money, securities, reversal or inclusion
of a securities transaction (whether the transaction has a realized or unrealized loss) or
any other equivalent type of entry which is intended to compensate a client or offset an
act of a Member or Approved Person. A correction of a client account or position as a
result of good faith trading errors and omissions is not considered to be “compensation”
for the purposes of this Rule.

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

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

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

“misrepresentation” means:
(1) an untrue statement of fact, either in whole or in part; or

(i1) an omission to state a fact that is required to be stated or that is necessary
to make a statement not misleading in light of the circumstances in which
it was made.

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

“regulatory requirements” means, but is not limited to, the by-laws, rules, policies,
regulations, rulings, orders, terms and conditions of registration, or agreements of any
regulatory body in any jurisdiction.
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3.1.

3.2

3.3.

3.4.

3.5.

3.6.

3.7.

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

“service complaints” means:

(1) any complaint by a client which is founded on customer service issues and
is not the subject of any securities lawlegislation or regulatory
requirements; or

(i1) any complaint by a client as a result of a good faith trading error or
omission.

General Reporting Requirements

Events regarding Members that must be reported shall not be limited solely to securities
related business, but shall include all member business.

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

The obligation to report an event under this Rule is limited to events of which a Member
or Approved Person has become aware regardless of the means by which the Member or
Approved Person became aware of the event. If the reporting timeframes have expired
before the Member or Approved Person has become aware of the event, the event shall
be reported immediately after the Member or Approved Person has become aware of such
event.

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

All requirements to report events regarding former Approved Persons are limited to
events which occurred while the Approved Person was an Approved Person of the
Member.

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

Documentation associated with each event required to be reported under this Rule shall
be maintained for a minimum of 7 years from the resolution of the matter and made
available to the Corporation upon request.

PART A

APPROVED PERSON REPORTING REQUIREMENTS
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4.1.

Approved Person Reporting Requirements

An Approved Person shall report the following events to his or her current Member in
such detail as required by the Member, within 2 business days:

(a)
(b)

(©)

(d)

(e)

®

(2

(h)

the Approved Person is the subject of a client complaint in writing;

the Approved Person is aware of a complaint from any person, whether in writing
or any other form, and with respect to him or herself, or any other Approved
Person, involving allegations of:

(1) theft, fraud, misappropriation, forgery, money laundering, market
manipulation, insider trading, misrepresentation, or unauthorized trading;

(i1) a breach of client confidentiality;

(iii)  engaging in securities related business outside of the Member;
(iv)  engaging in an undeclared outside activity ; or

(V) personal financial dealings with a client.

whenever the Approved Person has reason to believe that he or she has or may
have contravened, or is named as a defendant or respondent in any proceeding, in
any jurisdiction, alleging the contravention of:

(1) any securities tawlegislation; or
(i1) any regulatory requirements.

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

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

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

the Approved Person becomes bankrupt or suspends payment of debts generally
or makes an arrangement with creditors or makes an assignment or is deemed
insolvent;

there are garnishments outstanding or rendered against the Approved Person.

PART B

Page 154 of 187187



5.1

6.1.

ELECTRONIC REPORTING REQUIREMENTS FOR MEMBERS

General Member Electronic Reporting Requirements

Members shall report the following events to the Corporation, through an electronic
reporting system provided by the Corporation, within 5 business days of the occurrence
of the event, except for events reported under section 6.1(a) of this Rule, which must be
reported to the Corporation within 20 business days.

General Events to be Reported

Members shall report to the Corporation:

(a)

(b)

(©)

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

whenever a Member is aware, through a written or verbal complaint or otherwise,
that the Member or any current or former Approved Person has or may have
contravened any law or regulatory requirement, relating to:

(1)

(i)
(iif)
(iv)
(v)

theft, fraud, misappropriation, forgery, money laundering, market
manipulation, insider trading, misrepresentation, or unauthorized trading;

a breach of client confidentiality;
engaging in securities related business outside of the Member;
engaging in an undeclared outside activity; or

personal financial dealings with a client.

whenever the Member, or a current or former Approved Person, is:

(1)

(ii)

(iii)

(iv)

charged with, convicted of, pleads guilty or no contest to, any criminal
offence, in any jurisdiction;

named as a defendant or respondent in, or is subject of, any proceeding or
disciplinary action, in any jurisdiction, alleging contravention of any
securities tawlegislation;

named as a defendant or respondent in, or is the subject of, any proceeding
or disciplinary action, in any jurisdiction, alleging contravention of
regulatory requirements;

denied registration or a license that allows a person to deal with the public
in any capacity by any regulatory body, or has such registration or license
cancelled, suspended or terminated, or made subject to terms and
conditions;
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RULE 1000 ’
PROFICIENCY STANDARDS FOR THE SALE OF ALTERNATIVE

MUTUAL FUNDS
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