1.1

RULE 1
INTERPRETATION AND EFFECT

In these Rules unless the context otherwise requires, the expression:

“Affiliate” 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;

“Approved Lender” means a chartered bank, an acceptable counterparty or acceptable institution
as defined in Form 1, an industry investor, a Dealer Member or any other lender so designated by
the Board of Directors;

"Approved Person” means, in respect of a Dealer Member, an individual who is a partner,
director, officer, employee or agent of a Dealer Member who is approved by the Corporation or
another Canadian Self Regulatory Organization to perform any function required under any Rule.

“Applicable” in relation to a District Council means the District Council for the District:

)

(2)

©)

(4)

Q)

(6)

(7)

In which the applicant for Membership or the Dealer Member has its principal office and,
in the case of a holding company of a Dealer Member corporation, in which the Dealer
Member corporation has its principal office;

In which the branch office or sub-branch office will be located or in which the applicant
for approval as a branch manager, sales manager or assistant or co-branch manager
resides;

In which the applicant for approval as a new partner, director, officer or investor resides
provided that if such partner, director, officer or investor has changed his or her place of
residence to another District within 3 months prior to the change for which approval is
being sought then the applicable District Council shall be the District Council for the
District where the applicant formerly resided:;

In which the applicant for approval as a registered representative or investment
representative resides;

In which the applicant for approval as a futures contract principal, futures contract
options principal or a person who deals with customers with respect to futures contracts
or futures contract options resides;

In which the applicant for approval as a portfolio manager, securities option portfolio
manager, futures contract options portfolio manager or futures contracts portfolio
manager resides;

In which the respondent, if an individual, in a disciplinary action pursuant to Rule 20 was
approved at the time the activities which are the subject of the disciplinary action
primarily occurred, provided that,

@ If the individual was approved in more than one District at the relevant time, and
the matter which is the subject of the disciplinary action involves a client in a
District where the respondent was approved other than that in which the
respondent resides, in which such client resided at the time such activities
occurred; or

(b) If the applicable District Council cannot otherwise be determined, in which the
respondent resided at the relevant time; or



(8) In which the activities which are the subject of a disciplinary action against a respondent
Dealer Member pursuant to Rule 20 primarily occurred, or, if such activities are not
referable to any specific District, in which the principal office of the respondent Dealer
Member is located, provided that, if a disciplinary action involves both an individual and
a Dealer Member, the District Council having jurisdiction pursuant to clause (7) herein.

“Beneficial Ownership” in respect of any securities includes ownership by:

(i) A person other than a corporation, of securities beneficially owned by a corporation
controlled by him or her or by an affiliate of such corporation; and

(i) A corporation of securities beneficially owned by its affiliates;

“Callable Debt Security” means a security described in Rule 100.2A(a), which allows the issuer
to redeem the security at a fixed price (the call price), subject to the call protection period;

“Call Protection Period” means the period of time during which the issuer cannot redeem a
callable debt security;

“Chartered Bank” means a bank incorporated under the Bank Act (Canada);

“Control” or “Controlled”, in respect of a corporation by another person or by two or more
corporations, means the circumstances where:

Q) 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

(i) The votes carried by such securities are entitled, if exercised, to elect a majority of the
board of directors of the first-mentioned corporation,

And where the applicable District Council in respect of a particular Dealer Member or its
holding company 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 Rules and Rulings with respect to that Dealer Member or holding
company;

“Dealer Member Corporation” means an incorporated Dealer Member;

“Debt” means an investment which provides the holder with a legal right, in specified
circumstances, to demand payment of the amount owing and includes a debtor-creditor
relationship whether or not represented by a written instrument or security;

“Designated Person” or a “Designated” Partner, Director, Officer, Futures Contract Principal,
Futures Contract Options Principal or Registered Options Principal means either:

Q) An Ultimate Designated Person who is either
@ The Chief Executive Officer,
(b) President,
(© Chief Operating Officer,
(d) Chief Financial Officer, or

(e Such other officer designated with the equivalent supervisory and decision-
making responsibility who has been granted approval by the Corporation to act as
the Ultimate Designated Person;

(i) An Alternate Designated Person who



€)] Has been appointed by the Dealer Member to ensure continuous supervision,

(b) Is registered as a partner, director, officer or is in the process of applying as one,
and

(©) Has been granted approval by the Corporation to act as an Alternate Designated
Person; or

(i) Except where expressly prohibited, a Chief Compliance Officer who

@) Has been appointed by the Dealer Member,

(b) Is registered as a partner, director, officer or is in the process of applying as one,
and

(©) Has been granted approval by the Corporation to act as a Chief Compliance
Officer.

“Equity Investment” means an investment the holder of which has no legal right to demand
payment until the issuing corporation or its board of directors has passed a resolution declaring a
dividend or other distribution, or winding-up of the issuing corporation;

“Extendible Debt Security” means a security described in Rule 100.2A(b), which allows the
holder, during a fixed time period, to extend the maturity date of the security to the extension
maturity date, and to change the principal amount of the security to a fixed percentage (the
extension factor) of the original principal amount;

“Extension Election Period” means the period of time during which the holder may elect to
extend the maturity date and change the principal amount of, an extendible debt security;

“Extension Factor” means, if any, the fixed percentage that should be used to change the original
principal amount of the extendible debt security when the maturity date is deemed to be equal to
the extension maturity date;

“Fully Participating Security” means a participating security other than a limited participation
security;

“Guaranteeing” includes becoming liable for, providing security for or entering into an agreement
(contingent or otherwise) having the effect or result of so becoming liable for or providing
security for a person, including an agreement to purchase an investment, property or services, to
supply funds, property or services or to make an investment primarily for the purpose of directly
or indirectly enabling such person to perform its obligations in respect of such security or
investment or assuring the investor of such performance;

“Holding Company” means, in respect of any corporation, any other corporation which owns
more than 50 per cent of each class or series of voting securities and more than 50 per cent of
each class or series of participating securities of the corporation or of any other corporation which
is a holding company of the corporation, but an industry investor shall not be considered to be a
holding company by reason of the ownership of securities in its capacity as an industry investor
and the applicable District Council in its discretion may deem any person (including but not
limited to a corporation) to be or not to be a holding company for the purposes of the Rules;

“Individual” means a natural person, other than an individual who is a Dealer Member;

“Industry Investor” means, in respect of any Dealer Member or holding company of a Dealer
Member corporation, any of the following who owns a beneficial interest in an investment in the
Dealer Member or holding company:



(i)

(i)
(iii)

(V)

(vi)

(vii)

(viii)

The Dealer Member's full-time officers and employees or the full-time officers and
employees of a related company or affiliate of the Dealer Member which carries on
securities related activities;

Spouses of individuals referred to in clause (i);
An investment corporation, if:

@) A majority of each class of the voting securities of the investment corporation is
held by individuals referred to in clause (i); and

(b) All interests in all other equity securities of the investment corporation are
beneficially owned by individuals referred to in clause (i) or (ii) or their children
or by industry investors with respect to the particular Dealer Member or holding
company;

(iv) A family trust established and maintained for the benefit of individuals referred
to in clause (i) or (ii) or their children, if

@) Full direction and control of the trust, including, without limitation, its
investment portfolio and the exercise of voting and other rights attaching to
instruments and securities contained in the investment portfolio, are maintained
by individuals referred to in clause (i) or (ii); and

(b) All beneficiaries of the trust are individuals referred to in clause (i) or (ii) or their
children or industry investors with respect to the particular Dealer Member or
holding company of a Dealer Member corporation;

A registered retirement savings plan established under the Income Tax Act (Canada) by
an individual referred to in clause (i) or (ii) if control over the investment policy of the
registered retirement savings plan is held by that individual and if no other person has
any beneficial interest in the registered retirement savings plan;

A pension fund established by a Dealer Member for its officers and employees if the
pension fund is organized so that full power of its investment portfolio and the exercise
of voting and other rights attaching to instruments and securities contained in the
investment portfolio is held by individuals referred to in clause (i);

The estate of an individual referred to in clause (i) or (ii) for a period of one year after the
death of such individual or such longer period as may be permitted by the applicable
District Council;

Any investor referred to in clause (i), (ii), (iii), (iv) or (v) for a period of 90 days or such
longer period as the Corporation may permit after the individual who, in the case of
clause (i), is the investor or, in the case of such other clauses, is the person through whom
the industry investor qualifies as such, is no longer in the employment of the Dealer
Member, related company or affiliate, as the case may be, in respect of which he or she
has been approved;

But any of the foregoing is an industry investor only if an approval for purposes of this definition
has been given, and not withdrawn, by the board of directors of such Dealer Member or holding
company, as the case may be, and by the applicable District Council;

“Investment” in any person means any security or debt obligation issued, assumed or guaranteed
by such person, any loan to such person, and any right to share or participate in the assets, profit
or income of such person;



“Investment Representative” means any person who trades but does not advise on trades in
securities, options, futures contracts or futures contract options with the public in Canada, other
than a person who trades exclusively in securities of or guaranteed by the government of Canada
or any province of Canada or any municipality in Canada, and shall include an investment
representative (mutual funds) approved pursuant to Rule 18.7;

“Investor” means any person who has an interest in an investment;

“Junior Subordinated Debt” means subordinated debt, which is subordinated to other
subordinated debt;

“Limited Participation Security” means indebtedness or a preferred share that

(i) Carries interest or dividends at a fixed rate, and, if dividends, cumulative and payable in
priority to any dividends to the holders of common shares;

(i) If indebtedness, is repayable at any time and, if a preferred share, is redeemable at any
time, in either case at a price that may include a premium if the premium is not based on
earnings or retained earnings;

(iii) Is limited in its participation in earnings to an amount not exceeding annually one-half of
the annual fixed interest or dividend rate, although such participation may be cumulative;
and

(iv) Is subject to subordination or equivalent arrangements such that the return to the holders
thereof on a bankruptcy would not be adversely affected by section 110 of the
Bankruptcy Act (Canada) or equivalent legislation,

And which is approved as a limited participation security by the applicable District
Council;

“Membership” means membership in the Corporation as a Dealer Member;

“Non-participating Security” means a security with a claim limited to interest or dividends at a
fixed rate;

“Non-subordinated Debt” means debt, which is not subordinated debt;

“Officer” means the chair and vice-chair of the board of directors, president, vice-president, chief
executive officer, chief financial officer, chief operating officer, secretary, any other person
designated an officer of a Dealer Member by law or similar authority, or any person acting in a
similar capacity on behalf of a Dealer Member;

“Ordinary Course Indebtedness” means all debt other than debt which is a restrictive or
participating security or subordinated debt;

“Ownership Interest” means all direct or indirect ownership of the participating securities;

“Parent” (where used to indicate a relationship with another corporation) means a corporation that
has the other corporation as a subsidiary;

“Participating Security” means a security which entitles the holder thereof to participation,
limited or unlimited, in the earnings or profits of the issuer, either alone or in addition to a claim
for interest or dividends at a fixed rate, and includes, except where the reference is to
"outstanding" participating securities, a security which entitles the holder thereof, on conversion,
exchange, the exercise of rights under a warrant, or otherwise, to acquire a participating security;

“Person” means an individual, a partnership, or corporation, a government or any department or
agency thereof, a trustee, any unincorporated organization and the heirs, executors, administrators
or other legal representatives of an individual,



“Predecessor Organization” means the Investment Dealers Association of Canada;

“Public Ownership of Securities” means the ownership of securities (other than ordinary course
indebtedness) by any person other than an industry investor, except that ownership by approved
lenders of securities of a Dealer Member or a holding company does not, of itself, constitute
public ownership of securities;

“Qualified Independent Underwriter” means, in respect of the distribution of securities of a
Dealer Member corporation or a holding company of a Dealer Member corporation, a securities
firm which is a member of a self-regulatory organization, and:

(i Has engaged in the securities business for at least five years immediately preceding the
filing of the prospectus or other equivalent document;

(i) As of the date the distribution commences:
(@) If a corporation, the majority of the members of its board of directors
(b) If a partnership, the majority of its general partners

Has engaged in the securities business for the five-year period immediately preceding
that date;

(i) Has engaged in the underwriting of public offerings of securities for the five-year period
immediately preceding the date the distribution commences; and

(iv) Is not an associate or affiliate of the corporation whose securities it is underwriting;

“Recognized Stock Exchange” means any stock exchange designated by the Board of Directors
for the purposes of any one or more of these Rules;

“Registered Representative” means any person who trades or advises on trades in securities,
options, futures contracts, or futures contract options with the public in Canada other than a
person who trades or advises on trades exclusively in securities of or guaranteed by the
government of Canada or any province of Canada or any municipality in Canada, and shall
include a registered representative (mutual funds) approved pursuant to Rule 18.7 and a registered
representative (non-retail) approved pursuant to Rule 18.8;

“Related Company” means a sole proprietorship, partnership or corporation which:

(1) Is related to a Dealer Member in that either of them, or its partners in, and directors,
officers, shareholders and employees of, it, 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;

(i) Is a securities dealer or adviser in Canada; and
(i) Is a member of a participating institution of the Canadian Investor Protection Fund;

Provided that the Board of Directors may, from time to time, include in, or exclude from
this definition any sole proprietorship, partnership or corporation, and change those
included or excluded:;

“Restrictive Security” means a security of a Dealer Member or a holding company of a Dealer
Member corporation which, in the opinion of the applicable District Council, entitles the holder
thereof to rights which give it a more extensive or substantial degree of influence on the Dealer
Member or holding company of the operations thereof than is usual for a holder of the same
amount of securities of the same type;



“Retractable Debt Security” means a security described in Rule 100.2A(c), which allows the
holder of the security, during a fixed time period to retract the maturity date of the security to the
retraction maturity date, and to change the principal amount of the security to a fixed percentage
(the retraction factor), of the original principal amount;

“Retraction Election Period” means the period of time during which the holder may elect to
retract the maturity date, and change the principal amount of, a retractable debt security;

“Retraction Factor” means, if any, the fixed percentage that should be used to change the original
principal amount of the retractable debt security when the maturity date is deemed to be equal to
the retraction maturity date;”

“Rules” means these Rules and any Rules made pursuant to the By-laws of the Corporation.

“Sales Manager” shall include any person who has been assigned direct or indirect supervisory
responsibility over any sales management personnel of a Dealer Member;

“Secretary” means the Secretary of the Corporation;

“Securities Commission” means in any jurisdiction, the commission, person or other authority
authorized to administer any legislation in force relating to the offering and/or sale of securities or
commodity futures to the public and/or to the registration or licensing of persons engaged in
trading securities or commaodity futures;

“Securities Dealer” means an individual, firm or corporation acting as dealer (principal) or broker
(agent) in carrying out transactions in securities and commaodity futures contracts or options on
behalf of clients and includes, without limitation, acting as an underwriter or adviser;

“Securities Held for Safekeeping,” means those securities held by a Dealer Member for a client
pursuant to a written safekeeping agreement. These securities must be free from any
encumbrance, be kept apart from all other securities and be identified as being held in
safekeeping for a client in a Dealer Member’s security position record, customer’s ledger and
statement of account. Securities so held can only be released pursuant to an instruction from the
client and not solely because the client has become indebted to the Dealer Member.

“Securities Related Activities” means acting as a securities dealer and carrying on any business
which is incidental to or a necessary part of such activities provided that the Board of Directors
may, from time to time, include in, or exclude from this definition any activities and change those
included or excluded;

“Segregated Securities” means those clients’ securities which are unencumbered and which have
either been fully paid for or are excess margin securities. Segregated securities must be
distinguished as being held in trust for the client owning the same. These securities must be
described as being held in segregation on the Dealer Member’s security position record (or
related records), customer’s ledger and statement of account. Whenever a client becomes
indebted to a Dealer Member, the Dealer Member has the right to use, by sale or loan, previously
segregated securities to the extent reasonably necessary to cover the indebtedness.

“Senior Officer” means the chairman or a vice-chairman of the board of directors, the president, a
vice-president, the secretary, the treasurer or the general manager of a Dealer Member or any
other individual who performs functions for a Dealer Member similar to those normally
performed by an individual occupying any such office;

“Self-Regulatory Organization” means any of the Corporation, The TSX Venture Exchange, the
Montreal Exchange and The Toronto Stock Exchange;



1.2.

1.3.

1.4.

15

“Sub-branch Office” means any office of a Dealer Member having in total less than four
registered representatives and supervised by a branch manager or a director, partner or officer
designated pursuant to Rule 1300, who is not normally present at such sub-branch office;

“Subordinated Debt” means any debt the terms of which specify that its holder will not be entitled
to receive payment if any payment to any holder of a senior class of debt is in default;

“Subsidiary”, in respect of a corporation and another corporation, means the first mentioned
corporation if:

(i It is controlled by:
@ That other; or

(b) That other and one or more corporations each of which is controlled by that
other; or

(© Two or more corporations each of which is controlled by that other; or
(i) It is a subsidiary of a corporation that is that other's subsidiary;

“Voting Securities” of a Dealer Member or holding company of a Dealer Member corporation
means all securities of the Dealer Member or holding company outstanding from time to time that
carry the right to vote for the election of directors, and includes:

(i) Except where the reference is to "outstanding™ voting securities, those securities which
entitle the holders thereof, on conversion, exchange, the exercise of rights under a
warrant, or otherwise, to acquire voting securities; and

(i) Preference shares which carry the right to vote for the election of directors only upon the
occurrence of a specific event if such specific event has occurred.

Words importing the singular include the plural and vice versa and words importing any gender
include any other gender.

In the event of any dispute as to the intent or meaning of the By-laws or Rules or Rulings or Forms,
the interpretation of the Board of Directors, subject to the provisions of Rule 33, shall be final and
conclusive.

The enactment of these Rules shall be without prejudice to any right, obligation or action acquired,
incurred or taken under the By-laws of the Corporation and its Predecessor Organization as
heretofore in effect or under the Rules, Rulings or Forms passed pursuant thereto, and any
proceedings taken under the By-laws as heretofore in effect or under such Rules, Rulings or Forms
shall be taken up and continued under and in conformity with these By-laws and the Rules, Rulings
and Forms as from time to time in effect.

Terms used in these Rules which are not defined herein shall have the same meanings as used or
defined in General By-law No. 1 and the Hearing Committees and Hearing Panels Rule.
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RULE 2
MEMBERSHIP
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RULE 3
ENTRANCE, ANNUAL AND OTHER FEES



RULE 4

BRANCH OFFICE DEALER MEMBERS, BRANCH OFFICES AND SUB-BRANCH

4.1.

4.2.

4.3.

44.

4.5.

4.5A.
4.6.

4.7.

4.7A.

OFFICES

Where any Dealer Member has one or more branch offices having a manager and staff either in the
District in which the principal office of such Dealer Member is situated or in any other District,
each such branch office shall be a Branch Office Dealer Member.

No Membership or other fees and assessments shall be payable in respect of any Branch Office
Membership.

A Branch Office Dealer Member shall have the same privileges in its District as any other Dealer
Member except that at all District meetings each Dealer Member shall have one vote only in respect
of all its offices, whether principal or branch, in the District.

The representative of any Branch Office Dealer Member in any District shall be eligible for election
as Chair or member of the District Council of such District.

Each Branch Office Dealer Member shall be entitled to send one or more representatives to the
Annual Meeting.

Repealed.

@) Each Dealer Member shall appoint a branch manager to be in charge of each of its branch
offices and, where necessary to ensure continuous supervision of the branch office, a
Dealer Member may appoint one or more assistant or co-branch managers who shall have
the authority of a branch manager in the absence or incapacity of the branch manager. A
branch manager shall be normally present at the branch of which he or she is in charge.

(b) A Dealer Member having a branch office that has no client accounts other than accounts
for institutional clients as defined in Rule 2700 may appoint a branch manager (non-
retail) to be in charge of the branch and, where necessary to ensure continuous
supervision of the branch office, a Dealer Member may appoint one or more assistant or
co-branch managers (non-retail), who shall have the authority of a branch manager in the
absence or incapacity of the branch manager. A branch manager (non-retail) shall be
normally present at the branch of which he or she is in charge.

(© A Dealer Member shall notify the Corporation as required in accordance with Rule 40, of
the opening or closure of a branch office.

A Dealer Member having a sub-branch office shall designate as the supervisor of such office, a
branch manager, or a director, partner or officer who is not normally present at such office. The
business of the sub-branch office, including the entry of orders, shall be conducted through the head
office of the Dealer Member or through the branch office designated as having supervisory
responsibility for the sub-branch office. A Dealer Member shall notify the Corporation of the
opening and closure of a sub-branch office in accordance with Rule 40.

The Corporation may approve a proposed branch or sub-branch office to be established and
maintained outside of Canada, provided that:

@ The Dealer Member seeking approval for the branch or sub-branch office provides
evidence satisfactory to the Corporation that the persons to be employed in such office
are registered or licensed to carry on the business which is intended to be carried on at
that office, pursuant to the laws of the jurisdiction in which the office will be located; and



4.8.
4.9.

4.9A.

4.10.
4.11.
4.12.

4.13.

4.14

(b) In the case of a proposed sub-branch, the proposed sub-branch office is within the same
territorial jurisdiction as the branch office designated as having supervisory responsibility
for such sub-branch office.

Repealed.

No person shall act as a sales manager, branch manager, assistant branch manager, co-branch
manager, branch manager (hon-retail), assistant branch manager (non-retail) or co-branch manager
(non-retail) unless the person:

@ Has satisfied the applicable proficiency requirements outlined in Part | of Rule 2900; and
(b) Has been approved by the Corporation.

Failure to satisfy subclause A.1(a)(iii)C of Part I of Rule 2900 will result in the automatic
suspension of approval. Approval will be reinstated only at such time as the individual has satisfied
the applicable course requirement.

Repealed.
Repealed.

Every person whose application for approval as a branch manager, assistant or co-branch manager
or sales manager has been approved shall be subject to the jurisdiction of the Corporation, shall
comply with the Rules and Rulings of the Corporation as the same are from time to time amended
or supplemented and, if such approval is subsequently revoked, shall forthwith terminate his or her
employment as a branch manager, assistant or co-branch manager or sales manager with the Dealer
Member with whom he or she is employed at the time of such revocation.

No branch manager or assistant or co-branch manager shall accept, or permit any associate to
accept, directly or indirectly, any remuneration, gratuity, advantage, benefit or any other
consideration from any person other than the Dealer Member or its affiliates or its related
companies in respect of the activities carried out by such branch manager or assistant or co-branch
manager on behalf of the Dealer Member or its affiliates or its related companies and in connection
with the sale or placement of securities on behalf of any of them.

Each Dealer Member shall be liable and pay to the Corporation fees in the amounts prescribed from
time to time by the Board of Directors for the failure of the Dealer Member to file within ten
business days of the end of each month, a report with respect to the conditions imposed on approval
or continued approval of a branch manager, assistant or co-branch manager or sales manager of the
Dealer Member pursuant to Rule 20.



RULE 5
OWNERSHIP OF DEALER MEMBER SECURITIES

Dealer Member Debt, Restrictive and Limited Participation Securities

5.1

5.2.

5.2A.

A Dealer Member or holding company of a Dealer Member which proposes to borrow money on
terms whereby the principal amount matures or is renewable or extendible at the option of the
Dealer Member or the holding company to a date more than 12 months after the borrowing shall
provide the Corporation with notice of the terms of the borrowing prior to the making of the
borrowing.

@ No Dealer Member or holding company of a Dealer Member shall issue without the prior
approval of the Corporation:

@) A security representing subordinated debt;
(b) A restrictive security; or
(© A limited participation security.

2 No Dealer Member or holding company of a Dealer Member shall enter into any
agreement to issue subordinated debt in the future without prior approval of the
Corporation.

@ A Dealer Member who has received Corporation approval for the issuance of
subordinated debt pursuant to Rule 5.2, shall immediately notify the Corporation of any
change in the amount of the funds advanced under the resulting subordinated debt
agreement.

2 A Dealer Member shall require approval of the Corporation prior to any repayment of
funds owed pursuant to a subordinated debt agreement.

Changes in Dealer Member Ownership

5.3.

5.4.

Prior written notice shall be given to the Corporation of the issue or transfer of any securities, or a
legal or beneficial interest therein, of a Dealer Member or of a holding company of a Dealer
Member corporation, other than securities of a class in respect of which there is public ownership
pursuant to a distribution thereof in accordance with Rule 5.9(a), (b) or (d), and other than in respect
of the issue or transfer of indebtedness of a Dealer Member corporation or holding company of a
Dealer Member corporation that is not subordinated debt, a restrictive security or a limited
participation security.

1) Dealer Members shall seek District Council approval of any transaction that:

@) Permits an investor, alone or together with its associates and affiliates, to own a
significant equity interest in the Dealer Member; or

(b) Permits an investor, alone or together with its associates and affiliates, to own
special warrants or any other securities that are convertible, at any time in the
future, to a significant equity interest in the Dealer Member.

2 For the purposes of this Rule 5.4, a significant equity interest means the holding of:



5.5.

5.6.

€)] Voting securities carrying 10 percent or more of the votes carried by all voting
securities of the Dealer Member or of a holding company of a Dealer Member;

(b) 10 percent or more of the outstanding participating securities of the Dealer
Member or of a holding company of a Dealer Member; or

(© An interest of 10 percent or more of the total equity in the Dealer Member.

3 Notwithstanding paragraph (1), the legal representatives of a deceased person who had
been approved by the applicable District Council as the owner of a significant equity
interest may continue as such registered holder or to hold such interest for such period as
the applicable District Council may permit.

No Dealer Member or holding company of a Dealer Member corporation shall own, directly or
indirectly, any securities issued by another Dealer Member or holding company of a Dealer
Member corporation without the prior consent of the applicable District Council, except for the
ownership of securities in connection with the ordinary course of the activities of the securities
business.

No industry investor shall own securities issued by a Dealer Member or a holding company of a
Dealer Member corporation other than the Dealer Member in respect of which the investor is
approved or a holding company of such Dealer Member corporation, unless:

@ those securities are of a class in respect of which there is public ownership pursuant to a
distribution thereof, in accordance with Rule 5.9(a), (b) or (d), or

(b) the Dealer Member is an affiliate or a related company of the Dealer Member in respect
of which the investor is approved; or

()
Q) the investment does not represent a significant equity interest,
(i) the Corporation has been notified of the relationship,

(iii) ~ the Corporation has been provided with evidence that the other member's
recognized self-regulatory organization does not object to the relationship and

(iv) the Dealer Member, in respect of which the industry investor is approved, has
been notified of the investment and does not object to the investment.

For the purposes of this Rule 5.6, significant equity interest shall mean an investment that is 10%
or more of any class of issued equity or voting shares.

Public Dealer Member Ownership

5.7.

5.8.

A Dealer Member corporation or the holding company of a Dealer Member corporation may permit
public ownership of its securities (other than its restrictive securities) but only with the prior
approval of the applicable District Council which approval shall be given only if the applicable
District Council is satisfied that the Rules of the Corporation including this Rule 5 are being, and
will continue to be, complied with. In considering the application for approval, the applicable
District Council may review an opinion of legal counsel and such other evidence as it considers
appropriate. In granting its approval hereunder, the applicable District Council may impose such
conditions and require such undertakings as it considers appropriate from any person to ensure
continued compliance with the Rules of the Corporation.

Any Dealer Member or holding company of a Dealer Member corporation which has permitted
public ownership of its securities shall, regardless of the statute under which it is incorporated,
appoint and maintain an audit committee in accordance with the provisions of the Canada Business



Corporations Act which relate to audit committees. A Dealer Member or holding company of a
Dealer Member may be exempted from the requirements of this Rule 5.8 by the applicable District
Council in its discretion and on such terms and conditions as the Council may determine.

Public Distribution of Dealer Members' Securities

5.9.

5.10.

5.11.

A Dealer Member corporation or a holding company of a Dealer Member corporation that intends
to permit public ownership of its securities may effect the distribution thereof:

@ Through a qualified independent underwriter on a firm underwriting basis in accordance
with usual commercial practice, with a prospectus or equivalent document containing the
information required by applicable securities legislation and, subject to the concluding
portion of Rule 5.9(b), the Dealer Member corporation may participate as a member of
the selling group in a distribution under this Rule 5.9(a);

(b) Through a qualified independent underwriter on an agency or best efforts basis, or
through the issuing corporation (or, where the issuing corporation is a holding company,
through its subsidiary Dealer Member) effecting the distribution, with a prospectus or
equivalent document containing the information required by provincial securities
legislation and with Rule 5.10 being also applicable in the circumstances thereby
contemplated; a Dealer Member corporation or a holding company shall be deemed to be
effecting the distribution of its own securities if more than 25 per cent of the distribution
is made by the Dealer Member corporation or its subsidiary Dealer Member corporation
to customers of the corporation or the subsidiary Dealer Member corporation;

(© By private sale, but the provisions of Rule 5.11 shall apply in the circumstances thereby
contemplated; or

(d) By some other procedure permissible under Rule 5.12.

A Dealer Member corporation or holding company of a Dealer Member corporation underwriting a
public distribution of its own voting or participating securities pursuant to Rule 5.9(b), or effecting
such a distribution on an agency or best efforts basis through another underwriter, shall provide as
part of the prospectus or equivalent document hereby required, summaries of not less than two
separate valuations of its securities prepared by independent underwriters or chartered accountants
qualified to prepare the same (and participation in the distribution shall not disqualify an
underwriter from preparing a valuation), but this requirement shall not apply if securities with
identical attributes to those being distributed have been listed and posted for trading on a stock
exchange operated by one of the self-regulatory organizations for not less than six months prior to
the date the distribution commences.

Where voting or participating securities are distributed by way of private sale under Rule 5.9(c) to
investors whose ownership thereof is permissible only by reason of the provisions of this Rule 5
concerning public ownership of securities, the distribution shall be permitted only if arrangements
satisfactory to the applicable District Council (which arrangements shall include the execution of an
agreement by each investor limiting his resale of the securities) are made to preclude the
development of a public trading market in the securities unless and until:

@) The issuing Dealer Member corporation or the holding company of a Dealer Member
corporation has published information concerning its affairs that is at least equivalent to
what would have been included in a prospectus under applicable securities legislation,
which information shall include valuations as described in Rule 5.10 unless securities of
the Dealer Member or holding company, as the case may be, with identical attributes,
have been listed and posted for trading on a stock exchange operated by one of the self-



5.12.

5.13.

regulatory organizations, for not less than six months prior to the date of publication of
the information;

(b) From the date of publication of the information in (a) and until the date the public trading
market develops, the Dealer Member corporation or holding company has complied with
the timely disclosure requirements applicable to listed corporations; and

(c) After the date the public trading market develops, the Dealer Member corporation or
holding company is required by law to comply with the timely disclosure requirements
applicable to listed corporations.

A Dealer Member corporation or a holding company of a Dealer Member corporation may
distribute its securities through a transaction such as a take-over bid or an amalgamation that will
create a public trading market in such securities, but only if:

@) The Dealer Member corporation or holding company publishes information concerning
its affairs that is at least equivalent to what would have been included in a prospectus
under applicable securities legislation, which information shall be published in
accordance with arrangements satisfactory to the applicable District Council as to:

Q) The stage in the transaction at which prospectus-type information will be
provided:;

(i) The securities commission that will be responsible for reviewing and
commenting on the information;

(iii)  The persons to whom the prospectus or similar document will be distributed;

(iv)  The rescission or withdrawal rights to be made available if the document contains
a material inaccuracy; and

(b) If the securities are participating or voting securities, the information referred to in Rule
5.12(a) shall include valuations as described in Rule 5.10 unless the applicable District
Council concludes that such information is not necessary having regard to circumstances
such as, for example, that the terms of the transaction were arrived at through arm's
length negotiations;

But the requirements of (a) and (b) shall not apply if securities of the Dealer Member corporation
or holding company, with identical attributes, have been listed and posted for trading on a stock
exchange operated by one of the self-regulatory organizations for not less than six months prior to
the date of the transaction.

The provisions of Rules 5.9 to 5.12, inclusive, apply, with necessary changes, to a secondary
distribution of securities issued by a Dealer Member corporation or a holding company of a Dealer
Member corporation if the securities are derived from a control position or the distribution will
result in the creation of a public trading market.

Dealer Member Advisory and Related Activities

5.14.

5.15.

No Dealer Member shall permit the acquisition by any customer account over which the Dealer
Member has discretionary authority of securities issued by the Dealer Member or the holding
company of the Dealer Member. This prohibition applies notwithstanding any consent obtained
from the customer and whether the securities are in the course of distribution or are being traded in
the secondary market.

Solicitations by a Dealer Member corporation as to transactions in securities issued by it or a
holding company of the Dealer Member corporation,



5.16.

5.16A.

@ Are, subject to Rule 5.14, permitted in the course of a distribution made with a prospectus
or other document containing disclosure as required by the relevant securities legislation
and this Rule 5 and in making private sales that qualify as a private placement under the
relevant securities legislation;

(b) Are prohibited in the course of a distribution not described in Rule 5.15(a) and are
prohibited as to secondary market trading, but nothing herein prohibits a Dealer Member
from carrying out an unsolicited order for such securities;

And, for greater certainty, nothing herein prevents a Dealer Member corporation from accepting
securities issued by it or a holding company of the Dealer Member corporation as securities for a
margin account.

A Dealer Member corporation shall not issue research reports or opinion letters as to participating
or voting securities issued by it or a holding company of the Dealer Member corporation.

A Dealer Member or a related company of a Dealer Member or a partner, director, officer,
employee or associate of either of them shall be deemed not to have breached any provision of
Rules 5.9 to 5.16, inclusive, in connection with any trade or activity if conducted in compliance
with any securities legislation or rule, policy, directive or order of any securities commission which
specifically applies to the trade or activity.

Approvals

5.17.

5.18.

Application for any approval or exemption required by this Rule 5 shall be made to the Corporation
in such form as the Board of Directors may from time to time prescribe and giving such other
information as may be required by the Rules. The Corporation shall forthwith forward an
application for approval or exemption to the Board of Directors or the applicable District Council as
this Rule 5 may require. The applicant for approval or exemption may be required to pay such fees
as the Board of Directors may from time to time direct. A person approved or granted an
exemption for the purpose of this Rule 5 and the Dealer Member or holding company in respect of
which he is approved or exempted shall report in writing to the Corporation within ten days of the
event any change in the information submitted pursuant to the application for approval or
exemption including, without limitation, any required information with respect to criminal or
bankruptcy proceedings pertaining to such person.

The Board of Directors or the applicable District Council, as the case may be, shall have power in
its discretion to approve or refuse an application for approval or exemption or to withdraw any
approval or exemption theretofore granted.



RULE 6

DEALER MEMBER HOLDING COMPANIES, RELATED COMPANIES AND

DIVERSIFICATION

Holding Companies

6.1.

6.2.

A holding company may not be the holding company of more than one Dealer Member corporation,
except in the following circumstances:

Q) A holding company may be the holding company of more than one Dealer Member
corporation if it owns all of the voting and all of the participating securities of each of
them, or

(i) The prior consent of the applicable District Council is obtained.

Each Dealer Member agrees to cause each of its holding companies carrying on business in Canada
to comply with the Rules pertaining to a holding company of a Dealer Member corporation and
with the requirements of the Board of Directors, applicable District Council, or any other relevant
body of the Corporation pertaining to a holding company of a Dealer Member corporation. A
Dealer Member shall be deemed not to be in compliance with the Rules unless it has provided the
applicable District Council with evidence that each of its holding companies carrying on business in
Canada is legally bound to comply with the Rules or requirements pertaining to such holding
company.

Related Companies

6.3.

6.4.

6.5.

No Dealer Member or partner, director, officer, investor or employee of a Dealer Member shall
form, maintain or have any interest in a related company or associate without the prior approval of
the applicable District Council.

Each related company of a Dealer Member shall comply with all of the Rules and Rulings of the
Corporation except to the extent that any individual or class of Dealer Member or related company
shall be exempted from such compliance by the Board of Directors. The Board of Directors or the
relevant District Council, as the case may be, shall have the same rights and powers under the Rules
of the Corporation with respect to related companies of a Dealer Member as such Board or Councils
respectively has or have with respect to a Dealer Member.

A Dealer Member may, with the prior approval of the applicable District Council, have a wholly
owned subsidiary whose principal business is that of a broker or dealer in securities or an adviser
respecting securities.

Financial Assistance

6.6.

@ Each Dealer Member shall be responsible for and shall guarantee the obligations to
clients incurred by each of its related companies, and each related company shall be
responsible for and shall guarantee the obligations of the Dealer Member to its clients on
the following basis:

@ Where a Dealer Member holds an ownership interest in a related company, the
Dealer Member shall provide a guarantee in an amount equal to 100% of the
Dealer Member's capital employed;

(b) Where a Dealer Member holds an ownership interest in a related company, the
related company shall provide a guarantee to the Dealer Member in an amount
equal to the percentage of the related company’s capital employed that



corresponds to the percentage of ownership interest the Dealer Member holds in
the related company; and

(c) Where two related companies are related because of a common ownership
interest held by the same person(s), each related company shall provide a
guarantee of the other in an amount equal to the percentage of its capital
employed that corresponds to the percentage ownership interest held by the
person(s) who holds the common ownership interest.

2 A guarantee shall not be required in accordance with paragraph (1) where the Board of
Directors in its discretion determines that a guarantee is not appropriate.

3 A guarantee shall be required in excess of the amount prescribed in paragraph (1) where
the Board of Directors in its discretion determines that such a guarantee is appropriate.

(@) A guarantee required pursuant to this Rule 6.6 shall be in the form prescribed from time
to time by the Board of Directors.

Diversification

6.7.

No Dealer Member or related company shall carry on any business other than securities related
activities without the prior approval of the applicable District Council but a Dealer Member or
holding company of a Dealer Member may own an investment in a corporation (other than the
Dealer Member) that carries on activities other than securities related activities and in respect of
which the Dealer Member is not responsible for any of its liabilities. Each Dealer Member and
holding company of a Dealer Member shall give notice in writing to the Corporation prior to
acquiring any investment in such a corporation.

Notwithstanding the provisions of this Rule 6.7, a mutual fund dealer which is a related company
in respect of a Dealer Member, and the directors, officers, employees or representatives of such
mutual fund dealer, may deal in or sell contracts of life insurance issued by an insurer licensed or
registered pursuant to applicable Canadian federal or provincial legislation.



RULE 7

DEALER MEMBER PARTNERS, DIRECTORS AND OFFICERS

7.1 Definitions

For the purposes of this Rule 7:

@ “actively engaged in the business of the Dealer Member” means, participating in any
regular business activities of the Dealer Member including but not limited to trading in
securities or futures contracts and related services, research, investment banking,
operations or promotion of the Dealer Member’s services, but shall not include
participation in meetings of the board of directors or related corporate governance
committees of the board of directors or occasional referrals to the Dealer Member where
such referrals do not result from solicitation of business on behalf of the Dealer Member;

(b) “director” means a member of the board of directors of the Dealer Member.

7.2 Approval

No person shall be a partner, director or officer of a Dealer Member unless that person has been
approved as such by the Corporation.

7.3 Partners and Directors

@ At least 40% of the partners or directors of a Dealer Member shall:

)

)

©)

(4)

Be actively engaged in the business of the Dealer Member and devote the major
portion of their time to the securities industry, except those on active government
services, or who for health reasons are prevented from such active engagement;
or,

Be partners, officers or directors of related or affiliated securities dealers, or
affiliated financial institutions such as Canadian chartered banks, Quebec savings
banks, trust or insurance companies licensed to do business in Canada or pension
funds with aggregate net assets of not less than $5,000,000; and

Have satisfied the applicable proficiency requirements outlined in Rule 2900,
Part 1.LA(2); and

Have experience acceptable to the Corporation in the financial services industry
for at least five years or such lesser period as may be approved by the
Corporation.

(b) The remaining directors, if actively engaged in the business of the Dealer Member or a
related company of the Dealer Member, or the remaining partners, shall have the
qualifications described in paragraphs 7.3(a) (1) or (2) and (3).

7.4 Officers

@) All of the officers of a Dealer Member shall:

)

(2)

Be actively engaged in the business of the Dealer Member and devote the major
portion of their time to the securities industry, except those on active government
services, or who for health reasons are prevented from such active engagement;
or,

Be partners, officers or directors of related or affiliated securities dealers, or
affiliated financial institutions such as Canadian chartered banks, Quebec savings



7.5

7.6

1.7

7.8

banks, trust or insurance companies licensed to do business in Canada or pension
funds with aggregate net assets of not less than $5,000,000; and

3 Have satisfied the applicable proficiency requirements outlined in Rule 2900,
Part 1.A(2);

(b) Not less than 60% of the officers of a Dealer Member shall have experience acceptable to
the Corporation in the financial services industry for at least five years or such lesser
period as may be approved by the Corporation.

(©) At least two officers shall be engaged in the business of the Dealer Member; one of
whom shall be engaged full time, while the other may be engaged on a part-time basis.

Chief Financial Officer

@ Each Dealer Member shall appoint one officer as chief financial officer who, in addition
to the requirements under 7.4(a), shall have the qualification required pursuant to Rule
2900, Part 1.LA(2A). The chief financial officer need not be engaged full time in the
business of the Dealer Member.

(b) Notwithstanding subsection (a), if the chief financial officer of a Dealer Member
terminates his/her employment with the Dealer Member and the Dealer Member is unable
to immediately appoint another qualified person as chief financial officer, the Dealer
Member may, with the Corporation’s approval, appoint an officer as acting chief
financial officer, provided that within 90 days of the termination:

@ the acting chief financial officer meets the requirement of subsection (a) and is
approved by the Corporation as chief financial officer; or

(2 another qualified person is appointed chief financial officer by the Dealer
Member and approved by the Corporation.

Exemptions

The applicable District Council may grant an exemption, in whole or in part, from any
requirement under Rules 7.3 to 7.5, where it is satisfied that to do so would not be prejudicial to
the interest of the member, its clients, the public or the Corporation and, in granting such an
exemption, it may impose such terms and conditions as it considers necessary.

Multiple Employments of Officers

Where permitted by the securities legislation of the applicable jurisdiction, a person may be
employed as a trading officer of a Dealer Member and affiliated or related Dealer Member or
non-member registered dealers provided that:

@) the reasons for such multiple employments are disclosed to the Corporation;

(b) the Dealer Members employing such a trading officer have filed with the Corporation
their policies and procedures that will address any potential for conflicts of interest
resulting from such multiple employments; and

©) the clients of the Dealer Members whose accounts are personally handled by the trading
officer are informed of the details of the multiple employments and the potential for
conflict of interest.

Persons Owning or Controlling a Significant Equity Interest in a Dealer Member

@ Any partner or director of a Dealer Member who directly or indirectly owns or controls
10% or more of the voting shares of a Dealer Member shall have the proficiency
requirement outlined in Rule 2900, Part I.A(2)(a)



7.9

7.10

7.11

(b) Any person other than a partner or director, who is actively engaged in the business of a
Dealer Member and directly or indirectly owns or controls 10% or more of the voting
securities of the Dealer Member, shall have the proficiency requirement outlined in Rule
2900, Part I.A(2)(a).

Remuneration of Partners, Directors and Officers

No partner, director or officer of a Dealer Member shall accept or permit any associate to accept,
directly or indirectly, any remuneration, gratuity, advantage, benefit or any other consideration
from any person other than the Dealer Member, its affiliates or related companies, in respect of
the activities carried out by the partner, director or officer on behalf of the Dealer Member, its
affiliates or related companies in connection with the sale or placement of securities on behalf of
any of them.

Jurisdiction.

Every person whose application for approval as a partner, director or officer of a member has
been accepted shall be subject to the jurisdiction of the Corporation, shall comply with the Rules
of the Corporation as they are from time to time amended or supplemented and, if such approval
is subsequently revoked, shall forthwith terminate his or her relationship as a partner, director or
officer with the Dealer Member in respect of which he or she is approved at the time of such
revocation.

Late Filing Fees re Partners, Officers and Directors

A Dealer Member shall be liable and pay to the Corporation fees in the amounts prescribed from
time to time by the Board of Directors for the failure to file within ten business days after the end
month a report in writing with respect to the conditions imposed on approval or continued
approval of a partner, director, officer of the Dealer Member pursuant to Rule 20.



8.1.
8.2.

8.3.

8.3A.

8.3AA

8.3B.

RULE 8
DEALER MEMBER RESIGNATIONS, AMALGAMATIONS, ETC.
Repealed.

Dealer Member which tenders its resignation shall in its letter of resignation state its reasons for
resigning and shall file with the Secretary one of:

@ A balance sheet of the Dealer Member reported upon by the Dealer Member’s Auditor
without qualification as of such date as the Corporation may require which balance sheet
shall indicate that the Dealer Member has liquid assets sufficient to meet all its liabilities
other than subordinated loans, if any; or

(b) A report from the Dealer Member’s Auditor without qualification that in his or her
opinion the Dealer Member has liquid assets sufficient to meet all its liabilities other than
subordinated loans, if any;

And a report from the Dealer Member’s Auditor that clients’ free securities are properly
segregated and earmarked. If the financial information required by (a) or (b) above is not filed
with the letter of resignation the Dealer Member shall indicate in the letter of resignation the date
by which such financial information shall be filed.

Notwithstanding the provisions of Rule 8.2 if the whole or a substantial part of the business and
assets of a Dealer Member which is resigning (the "resigning Dealer Member") is being acquired by
another Dealer Member (the "remaining Dealer Member"), the resigning Dealer Member may with
the approval of the Board of Directors, file (in lieu of the documents required by Rule 8.2(a) or (b)),
a letter signed by the remaining Dealer Member under which the remaining Dealer Member accepts
responsibility for all outstanding liabilities of the resigning Dealer Member and certifies that the
remaining Dealer Member has sufficient liquid assets to meet all liabilities, other than subordinated
loans, if any, of both the remaining Dealer Member and the resigning Dealer Member.

Notwithstanding the provisions of Rule 8.2 and 8.3, if two or more Dealer Members are
amalgamated and continue as one Dealer Member (the "continuing Dealer Member"), the
continuing Dealer Member may with the approval of the Board of Directors file (in lieu of the
documents required by Rule 8.2(a) or (b)) an acknowledgement and undertaking by the continuing
Dealer Member that such Dealer Member accepts responsibility for outstanding fees and all
liabilities (outstanding, incurred, contingent or otherwise) of the two or more Dealer Members
which are amalgamating and certifies that the continuing Dealer Member has sufficient liquid assets
to meet all such liabilities (other than subordinated loans, if any). Unless otherwise determined by
the Board of Directors, two or more Dealer Members which amalgamate and continue as one
Dealer Member shall not be considered to be a new Dealer Member or a new entity which must re-
apply for Membership. Those Dealer Members not continuing due to Amalgamation shall
surrender their Membership in the Corporation as part of the amalgamation process. A “surrender”
of Membership shall be considered a resignation for purposes of Rule 8.7.

Notwithstanding the provisions of Rule 8.2, if a Dealer Member and a non-Dealer Member are
amalgamated and the Dealer Member wishes the continuing entity to continue as a Dealer Member,
the Dealer Member shall not be required to comply with the provisions of Rule 8.2 if both the
Dealer Member and the non-Dealer Member have provided the Corporation with all such financial
information as it may require and the Corporation is satisfied with such financial information.

Repealed.



8.4.

8.5.

8.6.

8.7.

8.8.

Notice of such letter of resignation shall forthwith be given by the Secretary to the Board of
Directors, the applicable District Council, all other Dealer Members, the securities commissions of
all of the provinces of Canada and the Bank of Canada.

Unless the Board of Directors, in its discretion otherwise declares, a resignation shall take effect as
of the close of business (5:00 p.m. head office local time), on the date the Secretary receives from
the Dealer Member’s Auditor a written statement certifying that, in their opinion, based on the
balance sheet and/or reports referred to in Rule 8.2, the Dealer Member has liquid assets sufficient
to meet all its liabilities other than subordinated loans, if any, and if, to the knowledge of the
Secretary after due enquiry, the Dealer Member is not indebted to the Corporation and no complaint
against the Dealer Member or any investigation of the affairs of the Dealer Member is pending.

When a Dealer Member signifies in writing its intention to resign, the Secretary shall so advise the
Dealer Member resigning and all other Dealer Members, the Board of Directors, the securities
commissions of all of the provinces of Canada, the Bank of Canada, and such other persons or
bodies as the Secretary may decide through the issuance of a Bulletin within one week of such
notification. Similarly, the same shall occur when the resignation of a Dealer Member becomes
effective.

A Dealer Member resigning from the Corporation shall make full payment of its Annual Fees for
the fiscal year in which such Dealer Member tenders its resignation. A Dealer Member resigning
from the Corporation shall not be entitled to a refund of any part of the Annual Fee for the fiscal
year in which its resignation becomes effective unless such resignation is complete in all respects by
June 30. For the period April 1 to June 30 the resigning Dealer Member will be subject to monthly
pro rata annual fees; part months will be considered as full months. For purposes of this provision,
the resignation of a Dealer Member shall be considered effective upon receipt by the Corporation of
all fees, and all required documentation, including the results of a termination audit.

If a Dealer Member has ceased to carry on business as a securities dealer or its business has been
acquired by an individual, firm or corporation who or which, as the case may be, is not a Dealer
Member of the Corporation, the applicable District Council may, unless the Dealer Member has
voluntarily resigned in accordance with this Rule 8, terminate the Membership of the Dealer
Member after the Dealer Member has been given the opportunity for a hearing in accordance with
the provisions of Rule 20.11. A former Dealer Member whose Membership has been terminated
pursuant to the provisions of this Rule 8.8 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 Dealer Member.



9.1.
9.2.

RULE 9
DISTRICT DEALER MEMBERS
Repealed.
The Dealer Members of a District shall be:
Q) Dealer Member firms having their Head Office in the District;
(i) Dealer Member firms having one or more branch offices in the District; and

(iii) Dealer Member firms licensed to do business in a District by the Securities Commission
in that District.



10.1.
10.2.
10.2A.
10.3.
10.4.
10.5.
10.6.
10.7.
10.8.
10.9.
10.9A.
10.10.
10.11.
10.12.
10.13.
10.14.
10.15.
10.16.
10.17.
10.18.

10.19.
10.20.
10.21.
10.22.
10.23.
10.24.
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10.28.
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Repealed.
10.18A. Repealed.
Repealed.
Repealed.
Repealed.
Repealed.
Repealed.
Repealed.
Repealed.
Repealed.
Repealed.
Repealed.

RULE 10
NATIONAL ADVISORY COMMITTEE



11.1.
11.2.
11.3.
11.4.
11.5.
11.6.
11.7.
11.8.
11.9.

11.10.
11.11.
11.12.
11.13.
11.14.
11.15.
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11.21.

Repealed.
Repealed.
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Repealed.
Repealed.
Repealed.
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RULE 11
DISTRICT COUNCILS AND MEETINGS



12.1.
12.2.
12.3.
12.4.
12.5.
12.6.
12.7.

Repealed.
Repealed.
Repealed.
Repealed.
Repealed.
Repealed.
Repealed.

RULE 12
OFFICERS AND THEIR DUTIES



13.1. Repealed.
13.2. Repealed.
13.3.  Repealed.
13.4. Repealed.
13.5. Repealed.
13.6. Repealed.
13.7. Repealed.
13.8. Repealed.
District Council Members
13.9. Repealed.
13.10. Repealed.
13.11. Repealed.
13.12. Repealed.
13.13. Repealed.
13.14. Repealed.

RULE 13
ELECTION OF
DISTRICT COUNCIL MEMBERS



14.1.
14.2.
14.3.
14.4.
14.5.
14.6.

Repealed.
Repealed.
Repealed.
Repealed.
Repealed.
Repealed.

RULE 14
MEETINGS OF THE CORPORATION



RULE 15
CORPORATION ACCOUNTS AND FUNDS AND EXECUTION OF INSTRUMENTS
15.1. Repealed.
15.2. Repealed.
15.3. Repealed.
15.4. Repealed.
15.5. Repealed.
15.6. Repealed.
15.7. Repealed.
15.8. Repealed.
15.9. Repealed.
15.10. Repealed.



RULE 16

DEALER MEMBERS' AUDITORS AND FINANCIAL REPORTING

Panel of Dealer Members’ Auditors

16.1. Each District Council shall select annually a panel of accounting firms. In addition, each District
Council may at any time appoint one or more additional firms of accountants to or remove one or
more firms of accountants from such panel. Except as otherwise provided by the Rules, each Dealer
Member shall select from the panel its own auditor and the fees and expenses in respect of each
audit or examination shall be paid by the Dealer Member concerned.

Dealer Member Filing Requirements

16.2  Dealer Members subject to the Corporation’s audit jurisdiction shall:

(i)

(i)

(iii)

(iv)

(V)

File monthly with the Corporation a copy of a financial report of the Dealer Member as at
the end of each fiscal month or at such other date as may be agreed with the Corporation.
Such monthly financial reports shall contain or be accompanied by such information as
may be prescribed by the Corporation from time to time.

File annually with the Corporation, two copies of the Dealer Member’s audited financial
statements, as defined in subsection 16.2(iii), as at the end of the Dealer Member’s fiscal
year or as at such other fixed date as may be agreed upon with the Corporation.

The Dealer Member’s financial statements shall be in such form, shall contain such
information and shall be supplemented by such additional schedules as the Corporation
may, from time to time, prescribe. The Dealer Member’s financial statements shall be
filed by the Dealer Member’s Auditor within seven weeks of the date as of which the
statements are required to be prepared, subject to the extension of time, if any, as the
Corporation may grant, upon the request in writing of the Dealer Member’s Auditor.

In calculating the risk adjusted capital of a Dealer Member, the financial position of the
Dealer Member may, with the prior approval of the Corporation, be consolidated (in a
manner as set out below) with that of any related company of a Dealer Member provided
that:

@) Such related company is subject to all of the Rules of either the Corporation or
the Bourse de Montréal Inc.; and

(b) The Dealer Member has guaranteed the obligations of such related company and
the related company has guaranteed the obligations of the Dealer Member (such
guarantee to be in a form acceptable to the Corporation and unlimited in amount).

The said consolidation permitted shall be carried out in accordance with the following
rules or in such other manner as may be acceptable to the Corporation:

€)) Inter-company accounts between the Dealer Member and the related company
shall be eliminated;

(b) Any minority interests in the related company shall be eliminated from the
capital calculation; and

©) Calculations with respect to the Dealer Member and the related company shall be
as of the same date.

16.3. Repealed.
16.4. Repealed.



Dealer Members' Auditors

16.5.

16.6.

The Dealer Member's Auditor shall conduct his or her examination of the accounts of the Dealer
Member in accordance with generally accepted auditing standards and the scope of his or her
procedures shall be sufficiently extensive to permit him or her to express an opinion on the Dealer
Member's financial statements in the form prescribed in subsection 16.2(iii). Without limiting the
generality of the foregoing, the scope of the examination shall, where applicable, include at least the
procedures set out in Rule 300.

Every Dealer Member’s Auditor for the purpose of any such examination shall be entitled to free
access to all books of account, securities, cash, documents, bank accounts, vouchers,
correspondence and records of every description of the Dealer Member being examined, and no
Dealer Member shall withhold, destroy or conceal any information, document or thing reasonably
required by the Dealer Member’s Auditor for the purpose of his examination.

Compliance

16.7.

16.8.

16.9.

16.10.

If at any time the District Council is of the opinion that the financial condition or conduct of the
business of any Dealer Member has required excessive attention from the Corporation and that it
would be in the interests of the Corporation that the Corporation be reimbursed by such Dealer
Member, the District Council shall have the power to impose an assessment against such Dealer
Member. Any decision of the District Council imposing an assessment shall be in writing and notice
thereof shall be given promptly to the Dealer Member and the Corporation.

The Board of Directors may authorize the Corporation to enter into in its own name agreements or
arrangements with any stock exchange, self-regulatory organization, securities enforcement or
regulatory authority or other organization regulating or providing services in connection with
securities trading located in Canada or any other country for the exchange of any information
(including information obtained by the Corporation pursuant to the Rules or otherwise in its
possession) and for other forms of mutual assistance for market surveillance, investigation,
enforcement and other regulatory purposes relating to trading in securities in Canada or elsewhere.

The Corporation, its officers, a District Council, or any other committee of the Corporation
authorized by the Board of Directors may provide to any stock exchange, self-regulatory
organization, securities enforcement or regulatory authority or other organization regulating or
providing services in connection with securities trading located in Canada or any other country any
information obtained by the Corporation or any of the aforesaid persons or Councils pursuant to the
Rules or otherwise in their possession and may provide other forms of assistance for surveillance,
investigation, enforcement and other regulatory purposes relating to trading in securities in Canada
or elsewhere.

Each Dealer Member shall be liable for and pay to the Corporation fees in the amounts prescribed
from time to time by the Board of Directors for the failure of the Dealer Member, its auditors or any
person acting on its behalf, to file any report, form, financial statement or other information required
under this Rule 16 within the times prescribed by this Rule 16, the Board of Directors, the
Corporation or the terms of such report, form, financial statement or other information, as the case
may be.



17.1.

17.2.
17.2A.

17.3.

17.3A.

17.3B.

17.4.

17.5.

17.6.

17.7.

17.8.

RULE 17

DEALER MEMBER MINIMUM CAPITAL, CONDUCT OF BUSINESS AND
INSURANCE

Every Dealer Member shall have and maintain at all times risk adjusted capital greater than zero
calculated in accordance with Form 1 and with such requirements as the Board of Directors may
from time to time prescribe. If at any time the risk adjusted capital of a Dealer Member is, to the
knowledge of such Dealer Member, less than zero, such Dealer Member shall immediately notify
the Corporation.

Every Dealer Member shall keep and maintain at all times a proper system of books and records.

Every Dealer Member shall establish and maintain adequate internal controls in accordance with the
internal control policy statements in Rule 2600.

All fully paid or excess margin securities held by a Dealer Member for a client shall be segregated
and identified as being held in trust for such client in accordance with the Rules. For the purposes
of Rules 17.3, 17.3A and 17.3B, a client means any person who maintains an account with a Dealer
Member.

The securities of all clients of a Dealer Member held in accordance with Rule 17.3 may be
segregated in bulk for all such clients, other than those clients whose securities are held apart from
all other securities pursuant to a written safekeeping agreement.

The Board of Directors may prescribe by Rule the manner in which securities owned or held by a
Dealer Member or held by a Dealer Member for the account of a client are to be segregated and
held including, without limitation, the locations in which securities may be held and the manner in
which the amount or value of securities to be segregated shall be calculated.

Every Dealer Member shall fulfil its contracts and any Dealer Member which in the ordinary course
of business finds that any other Dealer Member refuses or is unable to fulfil its contracts shall
immediately report such fact to the Corporation.

Every Dealer Member shall effect and keep in force insurance against such losses, and in such
minimum amount or amounts in respect of such losses or any of them, as the Board of Directors
may from time to time by Rule prescribe.

Every Dealer Member shall give to the Corporation written notice, with all available particulars, of
any claim (other than client losses relating to lost document bonds) reported in writing by the
Dealer Member to its insurers or their authorized representatives arising under the Financial
Institution Bond or Bonds which such Dealer Member is required to effect and keep in force under
Rule 400.2. Such notice shall be given within two business days of the Dealer Member so reporting
to the insurer or its authorized representative.

Upon application by a Dealer Member, the applicable District Council on the recommendation of
the Corporation may, in its discretion, reduce the minimum amount of insurance required to be
maintained by a Dealer Member pursuant to Rule 400.4 if such Dealer Member can establish that
the total exposure of such Dealer Member to the types of losses referred to in Rule 400.2 will not
exceed the minimum amount of insurance required by Rule 400.4.

A reduction in the minimum amount of insurance required which is granted pursuant to Rule 17.7
shall be valid for a period of six months, after which it may be renewed upon application by the
Dealer Member to the applicable District Council which shall only act after receiving the
recommendation of the Corporation.



17.9.

17.10.

17.11.

17.12.

17.13.

17.14.

17.15.

17.16

An application of a Dealer Member pursuant to 17.7 and 17.8 shall be made to the applicable
District Council in care of the Corporation.

No Dealer Member shall publish or circulate any financial statement unless such statement is
accompanied by a report of the Dealer Member’s Auditor upon such statement.

Every Dealer Member shall obtain from clients and maintain in respect of its own account such
minimum margin in such amount and in accordance with such requirements as the Board of
Directors may from time to time by Rule prescribe. Such minimum margin shall be used for
calculations pursuant to Form 1.

No Dealer Member shall on less than 20 days' prior notice (i) to the Corporation, change its name,
effect or permit any change in its constitution affecting voting rights, take any steps to dissolve,
wind-up, surrender its charter or liquidate or dispose of all or substantially all of its assets, (ii) to the
Corporation, effect or permit any alteration in its capital structure including the allotment, issue,
repurchase, redemption, cancellation, subdivision or consolidation of any shares in its capital. In
either case, the Dealer Member shall not proceed with such action if within such 20-day period it is
advised that the matter is to be submitted to the applicable District Council for approval. The
applicable District Council may review any matter so submitted to it and either approve or
disapprove of the proposed action if it considers that the action may result in the Dealer Member
being unable to comply with the Rules of the Corporation.

Each Dealer Member shall from time to time furnish to an officer of the Corporation such statistical
information with respect to such Dealer Member’s business as, in the opinion of the Board of
Directors, may be necessary in the interests of all the Dealer Members of the Corporation provided
that no request for such information shall be made of any Dealer Member unless approved by the
Board of Directors.

A Dealer Member engaged in trading in any securities or commaodity futures contracts or options
listed on or issued by a recognized stock exchange, commaodity futures exchange, clearing or
service corporation, or other listing or issuing organization, as the case may be, in respect of which
the Rules or any Rulings do not prescribe specific standards or requirements, shall comply with the
provisions of the relevant bylaws and regulations of such stock exchange, commodity futures
exchange, clearing or service corporation, or other listing or issuing organization in effect from time
to time to the extent not inconsistent with the Rules. For the purposes of this Rule 17.14, the Board
of Directors shall, from time to time, designate recognized stock exchanges, futures exchanges,
clearing or service corporations, or other listing or issuing organizations.

The Board of Directors may exempt a Dealer Member from the requirements of any provision of
the Rules where it is satisfied that to do so would not be prejudicial to the interests of the Dealer
Members, their clients or the public and in granting such exemption the Board of Directors may
impose such terms and conditions as are considered necessary.

Every Dealer Member shall establish and maintain a business continuity plan identifying the
necessary procedures to be undertaken during an emergency or significant business disruption. Such
procedures shall be reasonably designed to enable the Dealer Member to stay in business in the
event of a future significant business disruption in order to meet obligations to its customers and
capital markets counterparts and shall be derived from the Dealer Member’s assessment of its
critical business functions and required levels of operation during and following a disruption.

Every Dealer Member shall update its plan in the event of any material change to its operations,
structure, business or location. Every Dealer Member must also conduct an annual review and test
of its business continuity plan to determine whether any modifications are necessary in light of
changes to the member's operations, structure, business, or location. The Corporation, in its
discretion, may require this annual review to be performed by a qualified third party.



18.2.

18.3.

18.4.

18.5.

18.6.

18.7.

18.8.

RULE 18

REGISTERED REPRESENTATIVES AND INVESTMENT REPRESENTATIVES
18.1.

For the purposes of Rule 18, the Toronto, Montreal and TSX Venture Exchanges are recognized
stock exchanges

No Dealer Member shall employ any person as a registered representative or investment
representative in any province in Canada unless:

@) Such person is registered or licensed to sell securities under the statute relating to the sale
of securities in the province in which the person proposes to act as a registered
representative or investment representative; and

(b) Approval as a registered representative or investment representative has been granted by
the Corporation in accordance with the provisions of this Rule.

Approval as a registered representative or investment representative may be granted where the
applicant has satisfied the applicable proficiency requirements outlined in Part | of Rule 2900.

Failure to satisfy paragraph A.3(c) of Part I of Rule 2900 will result in the automatic suspension of
approval. Approval will be reinstated only at such time as the individual has satisfied the applicable
course requirement.

Upon approval as a registered representative, (other than a registered representative (non-retail)) or
investment representative, a six-month period of supervision, as outlined in Rule 18.6, unless he or
she has worked for at least two years in a registered capacity with a securities firm which is a Dealer
Member of a self-regulatory organization or a recognized foreign self-regulatory organization.

Upon approval as a registered representative or investment representative, commence and complete
a six-month period of supervision defined to be in accordance with the “Registered/Investment
Representative Monthly Supervision Report” as specified by the Board of Directors. A copy of this
report must be maintained on file by the Dealer Member, for inspection by the Corporation.

Provided that it is not contrary to either the provisions of the appropriate securities or insurance
legislation or any policy made pursuant thereto, the Corporation may grant approval of a person as a
registered representative (mutual funds) or an investment representative (mutual funds) if, at the
date of such application, the person

@ Is employed by a Dealer Member solely for the purpose of soliciting orders for mutual
fund securities or mutual fund securities and contracts of life insurance;

(b) Is registered under any applicable securities or insurance legislation of each jurisdiction
in which he or she deals with the public to sell mutual fund securities or mutual fund
securities and contracts of life insurance, as the case may be; and

(© Has satisfied the applicable proficiency requirements outlined in Part | of Rule 2900;

Provided that, in the course of employment with a Dealer Member firm, such person shall not
accept orders for the purchase or sale of any securities other than mutual fund securities or
contracts of life insurance and provided, further, that the Dealer Member establishes and
maintains procedures approved by the Corporation to ensure compliance by such person with the
Rules and Rulings.

Provided that it is not contrary to the provisions of the appropriate securities legislation or any
policy made thereto, the Corporation may grant approval of a person as a registered representative
(non-retail) if, at the date of such application, such person is employed by a Dealer Member for the
purposes of engaging in the activities of a registered representative solely with or in respect of the



18.9.

18.10.
18.11.

18.12.
18.13.

18.14.

accounts of non-retail clients or on account of the Dealer Member. For the purposes of this Rule
“non-retail” clients shall be defined as:

- Acceptable Counterparties;

- Acceptable Institutions;

- Registrants under securities legislation or members of a recognized stock exchange;
- qualified Institutions registered in the United States which include:

@ Institutions (e.g. pension funds, investment companies, financial institutions
other than banks, partnerships and industrial companies, but not individuals), that
own or have investment discretion over $100 million of securities.

2 Banks and savings and loan associations that own or have investment discretion
over $100 million in securities and have a net worth of at least $25 million;

- Foreign Broker Dealers that are members of the following self-regulatory organizations:
any Canadian SRO, the International Stock Exchange in the UK and any Stock Exchange
registered with the United States Securities and Exchange Commission.

Notwithstanding the provisions of Rule 18.3, the Corporation may grant approval of a person in the
category of “Options Representative — Restricted” if, at the date of such application, such person is
approved as a Registered Futures Contract Representative pursuant to Rule 1800 and;

@ Takes or solicits orders only for trades in options for which the underlying interest is not
an equity security; and

(b) Has satisfied the applicable proficiency requirements outlined in Part | of Rule 2900.
Repealed.

Every person whose application for approval as a registered representative or investment
representative of a Dealer Member has been accepted shall be subject to the jurisdiction of the
Corporation, shall comply with the Rules and Rulings of the Corporation as the same are from time
to time amended or supplemented and, if such approval is subsequently revoked, shall forthwith
terminate his or her employment as a registered representative or investment representative with the
Dealer Member with whom he or she is employed at the time of such revocation.

Repealed.

The Corporation shall give notice to all recognized stock exchanges in Canada and to all securities
commissions in Canada of all approvals of registered representatives, investment representatives
and of all revocations or terminations of approval of registered representatives and investment
representatives.

A registered representative or investment representative may have, and continue in, another gainful
occupation if:

(@)

(1) Either the registered representative’s or investment representative’s other gainful
occupation is in a remote area where there is no office of a broker or dealer in
securities and the designated registered representative’s or investment
representative’s activities as such are limited to such remote area in which he or
she resides; or

(i) The securities commission in the jurisdiction in which the registered
representative or investment representative acts or proposes to act as a registered



18.15.

18.16.

18.17.

18.18.

representative or investment representative, or the securities legislation or
policies administered by such securities commission, specifically permit him or
her to devote less than his or her full time to the securities business of the Dealer
Member employing him or her; and

(b) The Dealer Member employing such registered representative or investment
representative acknowledges in writing to the Corporation its responsibility for the
supervision of such registered representative or investment representative; and

(©) The Dealer Member establishes and maintains procedures approved by the Corporation to
ensure continuous service to clients and to address potential problems of conflict of
interest; and

(d) Any other occupation of the registered representative or investment representative must
not be:

Q) Such as to bring the securities industry into disrepute; or
(i) With another Dealer Member of a recognized self-regulatory organization unless

(1) Such Dealer Member is a related company of the Dealer Member
employing the registered  representative or investment representative
and the Dealer Member and related company provide cross-guarantees
pursuant to Rule 6.6, and

(2 Such dual employment is not contrary to the provisions of the applicable
securities legislation or any policy made pursuant thereto.

No registered representative or investment representative in respect of a Dealer Member shall
accept or permit any associate to accept, directly or indirectly, any remuneration, gratuity, benefit or
any other consideration from any person other than the Dealer Member or its affiliates or its related
companies, in respect of the activities carried out by such registered representative or investment
representative on behalf of the Dealer Member or its affiliates or its related companies and in
connection with the sale or placement of securities on behalf of any of them.

No Dealer Member shall permit a registered representative or investment representative who has
been approved in accordance with this Rule to use a designation other than *“registered
representative”, “registered representative (mutual funds) or (non-retail)”, “investment
representative” or “investment representative (mutual funds) or (non-retail)”, as the case may be,
when dealing with the public.

Nothing in Rule 18.16 shall preclude a registered representative or investment representative from
using another designation contained in the Corporation’s Rules, provided that he or she has been
approved for such designation according to the appropriate Rules.

Each Dealer Member shall be liable for and pay to the Corporation fees in the amounts prescribed
from time to time by the Board of Directors for the failure of the Dealer Member to file within ten
business days of the end of each month a report with respect to the conditions imposed on approval
or continued approval of a registered representative, restricted registered representative, investment
representative or restricted investment representative of the Dealer Member pursuant to Rule 20.



19.1.

19.2.

RULE 19
EXAMINATIONS AND INVESTIGATIONS

The Corporation shall make such examinations of and investigations into the conduct, business or
affairs of any Dealer Member, registered representative, investment representative, sales manager,
branch manager, assistant or co-branch manager, partner, director or officer, investor or employee
of a Dealer Member or any other person approved or seeking approval or under the jurisdiction of
the Corporation pursuant to the Rules as he or she considers necessary or desirable in connection
with any matter relating to compliance by such person with (i) the Rules or Rulings of the
Corporation, (ii) any legislation applicable to such person concerning trading in securities or
commodity contracts, including any rulings, policies, regulations or directives of any securities
commission, or (iii) the by-laws, rules, regulations and policies of any self-regulatory organization.
The Dealer Member shall require all employees to comply with Rule 19.

Any examination or investigation made pursuant to Rule 19.1 may be instituted upon the basis of (i)
a complaint received by or directed to the Corporation, (ii) the direction of the Board of Directors,
(iii) the request of a securities commission having jurisdiction, or (iv) any information received or
obtained relating to the conduct, business or affairs of the Dealer Member or person involved.

Complaints

19.3.

19.4.

Any complaint made to the Corporation against a Dealer Member or a person approved or seeking
approval pursuant to the Rules may be required to be put in writing and signed by the person
making the complaint.

Each Dealer Member shall keep an up-to-date record in a central place of all written complaints
received by it relating to the conduct, business and affairs of the Dealer Member, any registered
representative, investment representative, branch manager, assistant or co-branch manager, sales
manager, partner, director or officer, or any person employed by the Dealer Member, for a period of
24 months from the date of receipt of the complaint.

Investigatory Powers

19.5.

For the purpose of any examination or investigation pursuant to this Rule 19, a Dealer Member,
registered representative, investment representative, sales manager, branch manager, assistant or co-
branch manager, partner, director, officer, investor or employee of a Dealer Member or any other
person approved or seeking approval or under the jurisdiction of the Corporation pursuant to the
Rules, may be required by the Corporation:

@ To submit a report in writing with regard to any matter involved in any such
investigation;

(b) To produce for inspection and provide copies of any books, records, accounts and
documents, that are in the possession or control of the Dealer Member or the person, that
the Corporation determines may be relevant to a matter under examination or
investigation and such information, books, records and documents shall be provided in
such manner and form, including electronically, as may be required by the Corporation;
and

(©) To attend and give information respecting any such matters;

And the person shall be obliged to submit such report, to permit such inspection, provide such
copies and to attend, accordingly. Any person subject to an investigation conducted pursuant to
this Rule 19 shall be advised in writing of the matters under investigation and may be invited to
make submission by statement in writing, by producing for inspection books, records and



19.6.

19.7.

19.8.

accounts and by attending before the persons conducting the investigation. The person
conducting the investigation may, in his or her discretion, require that any statement given by any
person in the course of an investigation be recorded by means of an electronic recording device or
otherwise and may require that any statement be given under oath.

For the purpose of any examination or investigation pursuant to this Rule 19, the Corporation shall
be entitled to free access to, and to make and retain copies of, all books of account, securities, cash,
documents, bank accounts, vouchers, correspondence and records of every description of the person
concerned, and no such person shall withhold, destroy or conceal any information, documents or
thing reasonably required for the purpose of such examination or investigation.

The Corporation may, in accordance with any information received:

@ Refer a matter to the applicable District Council for consideration in accordance with the
provisions of Rule 20; or

(b) Take such other action under the Rules or Rulings which he or she considers appropriate
in the circumstances.

A Dealer Member or any person approved by, or under the jurisdiction of, the Corporation, that is
requested by The TSX Venture Exchange, The Montreal Exchange or The Toronto Stock Exchange
to provide information in connection with an investigation of trading of a security listed on that
exchange shall submit the requested information, books, records, reports, filings and papers to the
exchange making the request in such manner and form, including electronically, as may reasonably
be prescribed by such exchange.



RULE 20
CORPORATION HEARING PROCESSES

PART 1 - DEFINITIONS

20.1

In this Rule:
"Applicant" means:

an individual or Firm that applies for approval or membership pursuant to Part 7 of this Rule or
an Approved Person or Dealer Member that applies for an exemption pursuant to Part 8 of this
Rule.

"Business days" means:

a day other than Saturday, Sunday or any officially recognized Federal statutory holiday or any
officially recognized Provincial statutory holiday in the applicable District. In calculating the
number of business days, the days on which the events happen are excluded.

"Calendar days" means:

all days in a calendar year. In calculating the number of calendar days, the days on which the
events happen are excluded.

"Decision" means:

a determination, including reasons, arrived at after consideration of facts and/or law by a
Decision-maker pursuant to this Rule. Decision includes rulings and orders.

"Decision-maker" means:

the person or body making the decision under the respective provision of Rule 20. The Decision-
maker can be: Corporation Staff (20.18 Part 7 Rule 20, 20.24 Part 8 Rule 20); the District Council
or a sub-committee of the District Council (20.18 and 20.20 Part 7 Rule 20, 20.24 and 20.25 Part
8 Rule 20); the Board of Directors; (20.21 Part 7 Rule 20), a Board Panel; (20.22 Part 7 Rule 20),
a District Council Panel; (20.26 Part 8 Rule 20), a Hearing Panel; (20.13 Part 6 Rule 20); and an
Appeal Panel; (20.51 Part 11 Rule 20).

"Disciplinary Hearing" means:

A hearing held by a Hearing Panel, under Rule 20.33 or Rule 20.34, that is not a settlement
hearing, to determine whether the imposition of penalties against an Approved Person or Dealer
Member is warranted for any of the reasons set out in Rule 20.33(1) or Rule 20.34(1).

"Former Judge" means:

an individual who has served as a judge in any provincial or federal court in Canada or an
individual who is or has been qualified to practice law and has served as an adjudicator on an
administrative tribunal in Canada.

“Hearing Panel” means:

a panel that is appointed pursuant to the Hearing Committees and Hearing Panels Rule to perform
an approval review hearing (20,19 Part 8 Rule 20), an early warning level 2 review hearing
(20.29 Part 9 Rule 20), a Disciplinary Hearing (20.33 and 20.34 Part 10 Rule 20), a settlement
hearing (20.36 Part 10 Rule 20), an expedited hearing (20.45 and 20,46 Part 10 Rule 20), or an
expedited review hearing (20.47 Part 10 Rule 20).

"Monitor" means:



a Monitor appointed pursuant to Rule 20.46 to monitor the company's business and financial
affairs and to act in furtherance of powers granted by a Hearing Panel.

“Panel” means:

a Hearing Panel, a District Council Panel (20.26 Part 8 Rule 20) and an Appeal Panel (20.51 Part
11 Rule 20).

"Release of Decision" means:

when a decision made under this Rule is made available to the Respondent, Applicant, Approved
Person or Dealer Member pursuant to the Corporation Practice and Procedure.

"Respondent™ means:

an Approved Person or Dealer Member who is the subject of a disciplinary hearing, settlement
hearing, expedited hearing, or appeal hearing under Rule 20.

"Settlement Agreement” means:

an agreement reached by the Corporation and the Respondent whereby the parties agree to
disciplinary charges, facts and penalty.

Terms used in this Rule 20 which are not defined herein shall have the same meanings as used or
defined in the Hearing Committees and Hearing Panels Rule.

PART 2 -- GENERAL AUTHORITY OF PANELS

20.2

Exercise Of Authority

1) A Panel may make any determination, hold any hearing and make any decision, order,
interim order or impose any terms required to implement such order, required or
permitted under Rule 20 or under the Corporation Practice and Procedure.

(2 A Panel is not bound by any legal or technical rules of evidence and may admit as
evidence in a hearing, whether or not given or proven under oath or affirmation, anything
that is relevant to the proceedings.

3 A Panel may require presentation of evidence or testimony under oath or affirmation.

PART 3 -- DECISION-MAKING AND EFFECTIVENESS OF DECISIONS

20.3
20.4

20.5

Repealed.
Territorial Application of Decisions

1) Any decision made under this Rule shall have effect in all of the Districts, unless
otherwise ordered by the Decision-maker or unless such extension or application of the
decision is limited by law.

Effective Date of Decision

@ Any decision made pursuant to Rule 20 shall become effective on the date that the
decision is made, unless it provides otherwise.

2 Notwithstanding subsection (1), a decision made pursuant to Rule 20.28 shall become
effective as prescribed in Rule 20.29(3).



20.6  Effective Date of Penalties

@ Suspensions, bars, expulsions, restrictions or other conditions or terms imposed on
approval or Membership commence as of the effective date of the decision, unless
otherwise determined by the Decision-maker.

2 Any fine imposed on a Respondent shall be payable immediately when the decision
becomes effective unless otherwise agreed by the parties.

PART 4 - CONTINUING JURISDICTION
20.7  Former Dealer Members and Approved Persons

@ For the purposes of Rule 19 and Rule 20, any Dealer Member and any Approved Person
shall remain subject to the jurisdiction of the Corporation for a period of five years from
the date on which such Dealer Member or Approved Person ceased to be a Dealer
Member or an Approved Person of the Corporation, subject to subsection (2).

2 An enforcement hearing under Part 10 of this Rule may be brought against a former
Approved Person who re-applies for approval under Part 7 of this Rule, notwithstanding
expiry of the time period set out in subsection (1).

3 An Approved Person whose approval is suspended or revoked or a Dealer Member who
is expelled from membership or whose rights or privileges are suspended or terminated
shall remain liable to the Corporation for all amounts owing to the Corporation.

PART 5 - HEARING COMMITTEE
20.8  Repealed.

20.9  Repealed.

20.10 Repealed.

20.11 Repealed.

20.12 Repealed.

PART 6 - DECISION-MAKERS
20.13 Repealed.

20.14 Repealed.

20.15 Repealed.

20.16 Repealed.

20.17 Repealed.

PART 7 - INDIVIDUAL AND MEMBERSHIP APPROVALS
APPROVAL APPLICATIONS
20.18 Powers of District Council

@ The District Council shall have the power, which it may delegate to a Sub-Committee of
the District Council comprised of three industry members or to Corporation Staff, to:

@) approve an application for approval as, or the transfer of a:



(2)

(i) sales manager, branch manager, assistant or co-branch manager, pursuant
to Rule 4,

(i) partner, director or officer, pursuant to Rule 7,

(iif)  registered representative or investment representative, pursuant to Rule
18,

(iv) trader, pursuant to Rule 500, or

()] portfolio manager, futures contracts portfolio manager and associate
portfolio manager pursuant to Rule 1300.

The District Council shall have the power, which it may delegate to a Sub-Committee of
the District Council, pursuant to subsection (1), to:

@ approve an application for approval or transfer referred to in Rule 20.18(1)(a)
subject to such conditions as may be considered just and appropriate;

(b) refuse an application for approval or transfer referred to in Rule 20.18(1)(a), if in

its opinion:
(1) the Applicant does not meet any requirements prescribed by the Rules or
Rulings;

(i) the Rules and Rulings of the Corporation will not be complied with by
the Applicant;

(iii) ~ the Applicant is not qualified for approval by reason of integrity,
solvency, training or experience; or

(iv)  such approval is otherwise not in the public interest.

20.19 Review Hearings

)

(2)

®3)

(4)

()

(6)

Corporation Staff or the Applicant may request a review of an approval decision by a
Hearing Panel within ten business days after release of the decision.

If a review is not requested within ten business days after release of the decision, the
approval decision becomes final.

No member of a District Council who has participated in a decision to refuse an
application or impose conditions on an application, pursuant to Rule 20.18, shall
participate on the Hearing Panel.

A review hearing held under this Part shall be held in accordance with the Corporation
Practice and Procedure.

The Hearing Panel may:
@) affirm the decision;

(b) quash the decision;

(©) vary or remove any terms and conditions imposed on approval;

(d) limit the ability to re-apply for approval for such period of time as it determines
just and appropriate; and

(e make any decision that could have been made by the District Council pursuant to
Rule 20.18.

No appeal shall be available from the decision of the Hearing Panel.



MEMBERSHIP APPLICATIONS

20.20 Recommendation of District Council

@ The District Council, or a Sub-Committee of the District Council comprised of three
industry members established pursuant to Rule 11, shall make a recommendation to the
Board of Directors to:

(@)

(b)

(©)

approve an application for Membership made pursuant to Section 3.5 of General
By-law No. 1;

approve the application subject to such terms and conditions as may be
considered just and appropriate; or

refuse the Application if, in the opinion of the District Council or the Sub-
committee of the District Council:

(i) the Applicant does not meet any requirements prescribed by the Rules or
Rulings;

(i) the Rules and Rulings of the Corporation will not be complied with by
the Applicant;

(i) the Applicant is not qualified for approval by reason of integrity,
solvency, or experience; or

(iv)  such approval is otherwise not in the public interest.

20.21 Applicant opportunity to be heard by the Board of Directors

@ Prior to the consideration of an application for Membership by the Board of Directors,
the Applicant shall be:

(a)

(b)

provided with copies of the Corporation staff recommendation, the District
Council recommendation and any other documents to be provided to the Board of
Directors relating to the consideration of its Application; and

informed that it has an opportunity to be heard by the Board of Directors prior to
the Board deciding on its Application.

The Applicant must inform the Corporation within ten (10) business days of its receipt of
these recommendations and other documents whether it wants to heard by the Board of
Directors prior to the Board deciding on its Application.

20.22 Powers of the Board of Directors

1) The Board of Directors shall have the power to:

(a)

(b)

(©)

approve an application for Membership made pursuant to Section 3.5 of General
By-law No. 1;

approve the application subject to such terms and conditions as may be
considered just and appropriate;

refuse the application if, in its opinion:



(i) the Rules and Rulings of the Corporation will not be complied with by
the Applicant;

(i) the Applicant is not qualified for approval by reason of integrity,
solvency, or experience; or

(iii)  such approval is otherwise not in the public interest.

20.23 District Council Powers -- Exemption for Payment of Entrance Fee

)

Notwithstanding Rule 20.20 , Rule 20.21 and Rule 20.22, if an Applicant is exempted
from payment of the Entrance Fee and has met all Membership application conditions
pursuant to Section 3.5 of General By-law No. 1, except any conditions the District
Council has waived in the circumstances, the District Council may approve the
application for Membership without referral to the Board of Directors for final decision.

PART 8 - EXEMPTION REQUEST APPLICATIONS
PROFICIENCY EXEMPTIONS

20.24 Powers of District Councils

)
(2)

3)

Persons may apply for a proficiency exemption pursuant to Rule 2900.

The District Council, or a Sub-Committee of the District Council comprised of three
industry members and established pursuant to Rule 11, shall have the power, to:

@ exempt any person or class of persons from proficiency requirements, pursuant to
paragraph B of Rule 2900 - Part | Proficiency Requirements on such terms and
conditions, if any, as it may determine;

(b) exempt any person from writing or re-writing any required course or
examination, pursuant to paragraph C of Rule 2900 - Part Il Course and
Examination Exemptions, on such terms and conditions, if any, as it may
determine; or

(©) exempt any person from the Continuing Education Program requirements,
pursuant to Section A.3 of Rule 2900 -- Part Ill The Continuing Education
Program, on such terms and conditions, if any, as it may determine.

The District Council, or a Sub-Committee of the District Council comprised of three
industry members and established pursuant to Rule 11, may delegate the power to
approve or refuse proficiency exemptions to Corporation Staff.

INTRODUCING CARRYING BROKER ARRANGEMENT EXEMPTIONS

20.25 Powers of District Councils

)

(2)

Dealer Members may apply for an exemption from the introducing carrying broker
arrangement requirements pursuant to Rule 35.

The District Council, or a sub-committee of the District Council, established pursuant to
Rule 11, shall have the power to:

@) exempt any Dealer Member from any of the requirements of Rule 35 on such
terms and conditions, if any, as it determines to be just and appropriate; and

(b) exempt any arrangements between a Dealer Member and a Dealer Member’s
foreign affiliate, pursuant to Rule 35.6, from the requirements of Rule 35 on such
terms and conditions, if any, as it determines to be just and appropriate.



©)

(4)

The Dealer Member shall comply with any rules applicable to introducing carrying
broker arrangement exemption applications prescribed by the Corporation Practice and
Procedure.

The Dealer Member shall be provided with notice of the decision where the exemption is
granted and the decision with reasons where the exemption is refused or granted subject
to conditions.

EXEMPTION REVIEW HEARINGS
20.26 Review Hearings

@)

(2)

3)

(4)

(%)

(6)
20.27 Costs

)

(2)

The Applicant or Corporation Staff may apply for a review of the District Council
decisions pursuant to Rule 20.24 or Rule 20.25 within ten business days after release of
the decision.

If the Applicant does not request a review within the time period prescribed in subsection
(1), the District Council decision to refuse the exemption request application or approve
the exemption request application subject to terms and conditions, shall become final.

If Corporation Staff requests a review within the time period prescribed in subsection (1),
the request for review shall operate as a stay from the District Council decision.

A review of a District Council decision shall be heard by a District Council Panel
comprised of three members of the District Council. No member of a District Council
who participated in the District Council decision shall sit on the District Council Panel.

The District Council Panel may:

@ affirm the decision;

(b) quash the decision;

(c) vary or remove any terms and conditions imposed on an Applicant; and

(d) make any decision that could have been made by the District Council or a sub-
committee of the District Council pursuant to Rule 20.24 and Rule 20.25.

No appeal shall be available from the decision of the District Council Panel.

The District Council Panel may order against the Applicant any costs associated with the
exemption request review hearing determined to be appropriate and reasonable.

Costs shall not be assessed where the District Council Panel grants the exemption
request.

PART 9 - EARLY WARNING REVIEW PROCEEDINGS
20.28 Imposition of Prohibitions - Early Warning Level 2

)

The Corporation may order that a Dealer Member designated as being in Early Warning
Level 2, pursuant to Rule 30, be prohibited from:

(@) opening any new branch offices;
(b) hiring any new registered representative, or investment representative;
) opening any new customer accounts; or

(d) changing, in any material respect, the inventory positions of the Dealer Member.



(2)

Written notice of an order made under subsection (1) shall be provided to the Dealer
Member.

20.29 Review of Early Warning Level 2 Prohibitions

)

(2)

)

(4)

(%)

The Dealer Member may request a review of a Rule 20.28 order by a Hearing Panel
within three business days after release of the decision.

If a request for review is made, the hearing shall be held as soon as reasonably possible
and no later than twenty-one calendar days after the request for review, unless otherwise
agreed by the parties.

If a Dealer Member does not request a review within the time period prescribed in
subsection (1), the Rule 20.28 order becomes effective and final.

A Hearing Panel may:

@ affirm the order;

(b) quash the order; or

(©) vary or remove any prohibitions imposed on the Dealer Member; and

(d) make any decision that could have been made by the Corporation pursuant to
Rule 20.28.

No appeal shall be available from the decision of the Hearing Panel.

PART 10 -- ENFORCEMENT HEARINGS
INITIATION OF ENFORCEMENT HEARINGS

20.30
(1)

(2)

The Corporation may hold hearings, as set out under this Rule, in order to ensure
compliance with and enforcement of the Rules and Rulings and federal or provincial
statutes, regulations, rulings or policies relating to trading or advising in respect of
securities or commodities.

The categories of enforcement hearings under Rule 20 are: disciplinary hearings;
settlement hearings and expedited hearings. Enforcement hearings shall be conducted in
accordance with this Rule and the Corporation Practice and Procedure.

POWERS OF COMPULSION
20.31 Dealer Members, Approved Persons and Corporation Staff

)

(2)

Every Dealer Member, Approved Person and Corporation Staff member shall:

@ attend and give evidence respecting any matter relevant to hearings pursuant to
Rule 20.33, Rule 20.34 or Rule 20.42 upon receipt of notice from the National
Hearing Coordinator or his or her designate or order of a Hearing Panel; and

(b) produce for inspection and provide copies of any books, records, accounts and
documents that are in the possession or control of the Dealer Member or
Approved Person, to a Hearing Panel upon receipt of notice from the National
Hearing Coordinator or order of the Hearing Panel.

Failure to comply with subsections 1(a) or (b) constitutes a contravention of the Rules
and may result in disciplinary action under Rule 20.33 or Rule 20.34.



20.32 Partners, Directors, Officers and Employees of Members

@ Where a Hearing Panel requires the attendance before it of any partner, director, officer
or employee of a Dealer Member, who is not an Approved Person, the Dealer Member
shall direct such employee to attend and to give information or make such production of
documents as can be required of a person referred to in Rule 20.31.

2 Failure by the Dealer Member to comply with subsection (1) constitutes a contravention
of the Rules and may result in disciplinary action under Rule 20.34.

PENALTIES

20.33  Approved Persons

@ Upon conclusion of a disciplinary hearing, a Hearing Panel may impose the penalties set
out at 20.33(2) if, in the opinion of the Hearing Panel, the Approved Person:

(a)

(b)
(©)

failed to comply with or carry out the provisions of any federal or provincial
statute, regulation, ruling or policy relating to trading or advising in respect of
securities or commodities;

failed to comply with the provisions of any Rule or Ruling of the Corporation; or

failed to carry out an agreement or undertaking with the Corporation.

2 Pursuant to subsection (1), a Hearing Panel may impose any one or more of the following
penalties upon the Approved Person:

(a)
(b)

©
(d)
©)
)
@
(h)
(i)

a reprimand,;
a fine not exceeding the greater of:
(i $1,000,000 per contravention; and

(i) an amount equal to three times the profit made or loss avoided by such
Approved Person by reason of the contravention.

suspension of approval for any period of time and upon any conditions or terms;
terms and conditions of continued approval;

prohibition of approval in any capacity for any period of time;

termination of the rights and privileges of approval;

revocation of approval;

a permanent bar from approval with the Corporation; or

any other fit remedy or penalty.

20.34 Dealer Members

1) Upon conclusion of a disciplinary hearing, a Hearing Panel may impose the penalties set
out at Rule 20.34(2) if, in the opinion of the Hearing Panel, the Dealer Member:

(a)

(b)
(©)

failed to comply with or carry out the provisions of any federal or provincial
statute, regulation, ruling or policy relating to trading or advising in respect of
securities or commodities;

failed to comply with the provisions of any Rule or Ruling of the Corporation;

failed to carry out an agreement or undertaking with the Corporation; or



(2)

(d) failed to meet liabilities to another Dealer Member or to the public.

Pursuant to subsection (1), a Hearing Panel may impose any one or more of the following
penalties upon the Dealer Member:

@ a reprimand,;
(b) a fine not exceeding the greater of:
Q) $5,000,000 per contravention; and

(i) an amount equal to three times the profit made or loss avoided by the
Dealer Member by reason of the contravention;

(© suspension of the rights and privileges of the Dealer Member (and such
suspension may include a direction to the Dealer Member to cease dealing with
the public) for any period of time and upon any conditions or terms;

(d) terms and conditions of continued Membership;
(e) termination of the rights and privileges of Membership;
()] expulsion of the Dealer Member from membership in the Corporation; or

9) any other fit remedy or penalty.

SETTLEMENT HEARINGS
20.35 Negotiation of Settlement Agreements

20.36

20.37

)

2)

3)

(4)

Corporation Staff may negotiate a Settlement Agreement with any Approved Person or
Dealer Member.

The parties to a Settlement Agreement may agree to the imposition of any of the penalties
prescribed by Rule 20.33 or Rule 20.34.

Settlement discussions may occur at any time until the conclusion of a settlement hearing
or a disciplinary hearing.

All negotiations of a Settlement Agreement are conducted on a without prejudice basis to
the Corporation and all other persons involved in the negotiations and cannot be used as
evidence or referred to in any proceedings.

Hearing Panel Powers

)

(2)

)

Upon conclusion of a settlement hearing, the Hearing Panel may either:
(@) accept the Settlement Agreement; or
(b) reject the Settlement Agreement.

Settlement Agreements shall become effective and binding upon Corporation Staff and
an Approved Person or Dealer Member upon acceptance by a Hearing Panel. An
Approved Person or Dealer Member shall be deemed to have been penalized pursuant to
Rule 20.33 or Rule 20.34 upon acceptance of a Settlement Agreement by a Hearing
Panel.

Acceptance Of Settlement Agreement

The decision of a Hearing Panel accepting a Settlement Agreement shall constitute final
disciplinary action of the Corporation and no appeal shall be available from the decision.



20.38 Rejection of Settlement Agreement -- Proceeding to a Subsequent Settlement Hearing

)

(2)

)

If a Settlement Agreement is rejected by a Hearing Panel, the parties may agree to enter
into another Settlement Agreement.

No member of the Hearing Panel that presided over the initial settlement hearing shall sit
on the Hearing Panel presiding over the subsequent settlement hearing.

The reasons for rejecting a Settlement Agreement shall not be made public upon rejection
of the initial settlement hearing, but shall be made available to a Hearing Panel presiding
over the subsequent settlement hearing.

20.39 Rejection of Settlement Agreement -- Proceeding to A Disciplinary Hearing

)

(2)

If a Settlement Agreement or a subsequent Settlement Agreement is rejected by a
Hearing Panel, the Corporation may proceed to a disciplinary hearing based on the same
or related disciplinary charges pursuant to Rule 20.33 or Rule 20.34.

No member of the Hearing Panel that presided over the settlement hearing or subsequent
settlement hearing shall sit on a Hearing Panel constituted for a disciplinary hearing on
the same or related disciplinary charges.

20.40 Rejection of Settlement Agreement

)

There shall be no appeal from a decision of a Hearing Panel rejecting a Settlement
Agreement.

EXPEDITED HEARINGS
20.41 Expedited Hearings

)

Expedited hearings are held upon application by Corporation Staff and without notice to
the Respondent in the circumstances prescribed in Rule 20.42 and Rule 20.43.

20.42 Types of Expedited Hearings- Members

)

A Hearing Panel may impose any of the penalties prescribed by Rule 20.45 upon a Dealer
Member in any of the following circumstances:

Bankruptcy

@ a Dealer Member makes a general assignment for the benefit of its creditors,
makes an authorized assignment or a proposal to its creditors; is declared
bankrupt, or a winding-up order is made in respect of a Dealer Member or a
receiver or other officer with similar powers is appointed in respect of all or any
part of the undertaking and property of the Dealer Member.

Suspension or Cancellation of Registration or Membership

(b) the registration of a Dealer Member as a dealer in securities or commodities
under any statute respecting trading or advising in respect of securities or
commodities or as an underwriter in any statute in respect of securities or
commodities has lapsed or is suspended or cancelled;

©) a recognized stock exchange, securities commission, securities regulatory
authority, self-regulatory organization or any recognized trading or quotation
system suspends the Membership or privileges of a Dealer Member;



Financial or Operating Difficulty

(d) where a Dealer Member is in such financial or operating difficulty that the
Hearing Panel determines the Dealer Member cannot be permitted to continue to
operate without risk of imminent harm to the public, other Dealer Members or
the Corporation;

Failure to Cooperate With Corporation Compliance Examinations or
Investigations

(e where a Dealer Member fails to cooperate with Corporation compliance
examinations or investigations pursuant to Rule 19 and the Hearing Panel
determines that the Dealer Member cannot be permitted to continue to operate
without risk of imminent harm to the public, other Dealer Members or the
Corporation;

Criminal Charges

()] where a Dealer Member has been charged with a criminal offence relating to
theft, fraud, misappropriation of funds or securities, forgery, money laundering,
market manipulation, insider trading, misrepresentation or unauthorized trading,
and such criminal charge likely brings the capital markets into disrepute.

Non-Compliance With Conditions

(9) where a Dealer Member fails to comply with terms or conditions imposed
pursuant to Rule 20.33, Rule 20.34 or Rule 20.38 or Rule 20.29.

20.43 Types of Expedited Hearings - Approved Persons

)

A Hearing Panel may impose any of the penalties set out in Rule 20.45 upon an
Approved Person in any of the following circumstances:

Suspension or Cancellation of Registration or Approval

@ the registration or approval of an Approved Person under any statute respecting
trading or advising in respect of securities or commodities has lapsed, is
suspended or cancelled:;

(b) a recognized stock exchange, securities commission, securities regulatory
authority, self-regulatory organization or recognized trading or quotation system
suspends an Approved Person;

Failure to Cooperate With Corporation Compliance Examinations and
Investigations

(c) failure to cooperate with Corporation compliance examinations and
investigations pursuant to Rule 19 and the Hearing Panel determines that the
Approved Person cannot be permitted to continue to be an Approved Person
without risk of imminent harm to the public, other Dealer Members or the
Corporation;

Criminal Charges

(d) where an Approved Person has been charged with a criminal offence relating to
theft, fraud, misappropriation of funds or securities, forgery, money laundering,
market manipulation, insider trading, misrepresentation or unauthorized trading,
and such criminal charge likely brings the capital markets into disrepute;



Non-Compliance With Conditions

(e where an Approved Person fails to comply with terms or conditions imposed
pursuant to Rule 20.33, Rule 20.34, or Rule 20.38.

20.44 Non-payment of Fines or Costs

)

In the event that a fine or costs imposed by a Hearing Panel are not paid within the
prescribed time, the Corporation may summarily, without further notice, suspend a
Dealer Member or Approved Person, until such fine or costs are paid.

20.45 Powers Of Hearing Panel

)

A Hearing Panel has the power to impose any of the following penalties upon a
Respondent who is an Approved Person or Dealer Member in the circumstances
prescribed in Rule 20.42 and Rule 20.43:

@ suspension of approval or Membership;

(b) imposition of terms or conditions on a suspension of approval or Membership;
(©) imposition of terms or conditions on continued approval or Membership;

(d) direction to immediately cease dealing with the public;

(e) an order with terms and conditions to facilitate the orderly transfer of client
accounts from a Dealer Member suspended under this Rule;

0] termination of the rights and privileges of approval or Membership;
(9) expulsion of an Approved Person or Dealer Member from the Corporation; or

(h) imposition of a Monitor pursuant to Rule 20.46.

20.46 Powers Of Hearing Panel To Impose A Monitor

@)

(2)

©)

A Hearing Panel may order the imposition of a Monitor, on such terms and conditions as
it deems just and appropriate, where it is in the interest of the public, and the Hearing
Panel determines that:

@ the Dealer Member is at financial risk and may become insolvent;

(b) client accounts are at risk of financial loss due to a Dealer Member’s financial
condition, inadequate internal controls or deficient operating procedures;

(©) the Dealer Member has failed to maintain regulatory capital requirements as
prescribed by the Rules or any federal or provincial statute, regulation, ruling or
policy relating to trading or advising in respect of securities or commodities; or

(d) the securities firm has been suspended by the Corporation or other regulatory or
self-regulatory organization for failure to meet regulatory capital requirements.

A Monitor appointed pursuant to subsection (1) shall monitor the Dealer Member’s
business and financial affairs in accordance with the terms and conditions specified by
the Hearing Panel.

A Hearing Panel may assign any of the following terms and conditions to the Monitor,
for such period of time as the Hearing Panel determines is just and appropriate in the
circumstances:

(@) to enter and re-enter the Dealer Member's premises and to remain on site to
conduct day-to-day monitoring of all of the Dealer Member's business activities,



20.47

20.48

(4)

including but not limited to, monitoring and review of accounts receivable,
accounts payable, client accounts, margin, client free credits, the Dealer
Member's banking, any books or records of the Dealer Member, trading
conducted by or on behalf of the Dealer Member for its' own account or the
account of its' clients, payment of any debts or the creation of new debt and any
reconciliation required to be completed by the Dealer Member;

(b) to make copies of information and to provide copies of such information to
Corporation Staff or any other agency the Hearing Panel determines appropriate;

(© to provide ongoing reporting of the Monitor's findings or observations to
Corporation Staff or any other agency the Hearing Panel determines appropriate;

(d) to monitor compliance by the Dealer Member with any terms or conditions which
have been imposed on the Dealer Member by the Corporation or any other
regulator, including but not limited to, compliance with early warning terms and
conditions;

(e to verify and assist with the preparation of any regulatory filings, including but
not limited to, the calculation of risk adjusted capital;

()] to conduct or have conducted an appraisal of the Dealer Member’s net worth or
valuation of any part of the Dealer Member’s assets;

(9) to assist the staff of the Dealer Member to facilitate the orderly transfer of client
accounts;

(h) to pre-authorize any issuance of cheques or payments made by or on behalf of the
Dealer Member or distribution of any of the Dealer Member’s assets; or

Q) any other such terms or conditions that the Hearing Panel determines is just and
appropriate to assign to the Monitor.

The expenses related to a Monitor appointed pursuant to Rule 20.46 shall be borne by the
Dealer Member.

Review Hearing

)

(2)

)

(4)

(5)

(6)

The Respondent may file a written request for review of any decision made pursuant to
Rule 20.45 within thirty calendar days after release of the decision of the Hearing Panel.

If a request for review is made, pursuant to subsection (1), a hearing shall be held as soon
as reasonably possible and no later than twenty-one calendar days after filing of the
written request for review unless otherwise agreed by the parties.

No member of a Hearing Panel who presided over a hearing held pursuant to Rule 20.45
shall sit on a Hearing Panel constituted for review of that decision.

If a Respondent does not request a review within the time period prescribed in subsection
(1), the Hearing Panel decision shall become final.

Unless the Hearing Panel orders otherwise, a request for a review shall not operate as a
stay from a decision made pursuant to Rule 20.45, notwithstanding Rule 20.53 (1).

The review decision of a Hearing Panel may be appealed by either party pursuant to Rule
20.50.

Powers of The Hearing Panel - Review Hearing

)

The Hearing Panel presiding over the review hearing may:



@ affirm any decision;

(b) quash any decision;

(c) vary any decision or penalty; and

(d) make any decision that could have been made by a Hearing Panel pursuant to

Rule 20.45.
ASSESSMENT OF COSTS
20.49 Assessment of Costs
1) In addition to imposing any of the penalties set out in Rule 20.33, Rule 20.34 or Rule
20.45, the Hearing Panel may assess and order any Corporation Staff investigation and
prosecution costs determined to be appropriate and reasonable in the circumstances.
2 Costs shall not be assessed where the Hearing Pa