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RULE 1: INTERPRETATION AND EFFECT

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

“Affiliate” or “Affiliated Corporation” where used to indicate a relationship between two
corporations, means:

(1) one corporation is a subsidiary of the other corporation;

(i1) both corporations are subsidiaries of the same corporation; or

(1i1) both corporations are controlled by the same person;

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

(1)  in which an applicant for Membership or a Dealer Member has its head office and, in the
case of a holding company of a Dealer Member corporation, in which the Dealer Member
corporation has its head office;

(i1))  in which the business location will be located;

(ii1) in which an individual applicant for approval or Approved Person resides; or

(iv) in which the activities that are the subject of an enforcement proceeding under Rule 8200
primarily occurred, provided that, if the activities that are the subject of the proceeding
primarily occurred in more than one District or outside of any District, then a hearing panel
assigned to the proceeding shall exercise its discretion to determine the applicable District
Council, taking into account:

(1) the Districts in which any clients or other witnesses expected to testify in the
proceeding reside;

(2) the District in which the head office of a Dealer Member that is the sole respondent in
the proceeding, if applicable, is located; and

(3) any other factors that the hearing panel considers relevant;

“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;

"Approved Person" means an individual approved by the Corporation under Corporation
requirements to carry out a function for a Dealer Member including the following individuals:

(1) Chief Compliance Officer
(i1) Chief Financial Officer
(iii)  Director

(iv) Executive

v) Investment Representative

(vi) Registered Representative

(vil)  Supervisor
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(viii)  Trader
(ix) Ultimate Designated Person;
“Beneficial Ownership” of securities includes ownership:

(i) by a person other than a corporation, of securities beneficially owned by a corporation or
affiliates of the corporation, controlled by the person; and

(i) by a corporation of securities beneficially owned by the affiliates of the corporation;
“Board” means the board of directors of the Corporation;

“Business Location” means a physical location where, on a regular and ongoing basis, at least
one of a Dealer Member’s employees or agents conducts business that requires Corporation
approval or registration under securities legislation;

“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”, where used to indicate control of a corporation means a circumstance
where a person has beneficial ownership of voting securities of the corporation that carry more
than 50% of the votes for the election of directors of the corporation and such votes allow the
person to elect a majority of the directors, but if a hearing panel or District Council orders that a
person does or does not control the corporation under Corporation Requirements, that order
defines their relationship under Corporation requirements

“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 Supervisor” means a Supervisor designated by a Dealer Member as having
responsibility to fulfill a supervisory role defined in a Rule, including but not limited to:

(1) the Supervisor designated to be responsible for the opening of new accounts and the
supervision of account activity under Rule 1300.2

(2) the Supervisor designated to be responsible for the supervision of discretionary accounts
under Rule 1300.4

(3) the Supervisor designated to be responsible for the supervision of managed accounts under
Rule 1300.15

(4) the Supervisor designated to be responsible for the supervision of options accounts under
Rule 1900.2

(5) the Supervisor designated to be responsible for the supervision of futures contract accounts
under Rule 1800.2

(6) the Supervisor or Supervisors designated to pre-approve advertising, sales literature and
correspondence, including research reports, under Rule 29.7(3) and Rule 3400, Guideline 7,
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“Director” means a member of a Dealer Member’s board of directors or an individual performing
similar functions at a Dealer Member that is not a corporation;

“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;

“Executive” means a Dealer Member’s partner, Director or officer who is involved in the Dealer
Member’s senior management, including anyone fulfilling the role of chair or vice-chair of the
board of directors, chief executive officer, president, chief administrative officer, Chief
Compliance Officer, Chief Financial Officer, member of an executive management committee,
any individual in a managerial position who has significant authority over daily operations, or any
position that the Dealer Member designates as an executive position;

“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;

“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) 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;




(ii)
(iii)

(iv)

V)

(vi)

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

(a) 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;

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

(a) 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;

(viii) 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;

“Institutional Customer” means:

(1)
2)
)

An Acceptable Counterparty (as defined in Form 1);
An Acceptable Institution (as defined in Form 1);
A Regulated Entity (as defined in Form 1);
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(4) A Registrant (other than an individual registrant) under securities legislation; or

(5) A non-individual with total securities under administration or management exceeding $10
million;

“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 an individual, approved by the Corporation to trade in, but
not advise on, securities, options, futures contracts or futures contract options on the Dealer
Member’s behalf, including an Investment Representative (dealing in mutual funds only);

“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;

(ii1) 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;

“Manipulative and Deceptive Activities” means the entry of an order or the execution of a trade
that would create or could reasonably be expected to create:

a) afalse or misleading appearance of trading activity in or interest in the purchase or sale of a
security; or

b) an artificial ask price, bid price or sale price for the security or a related security.
“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 a Dealer Member’s chair and vice-chair of the board of directors, chief
executive officer, president, Chief Compliance Officer, Chief Financial Officer, chief operating
officer, vice-president, 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;
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“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, a corporation, a government or any of its
departments or agencies, a trustee, an incorporated or unincorporated organization, an
incorporated or unincorporated syndicate or an individual’s heirs, executors, administrators or
other legal representatives;

“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;

(il))  As of the date the distribution commences:
(a) If acorporation, 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;

(iii) 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 for the
purposes of any one or more of these Rules;

“Registered Representative” means an individual, approved by the Corporation, to trade, or
advise on trades, in securities, options, futures contracts, or futures contract options with the
public in Canada on the Dealer Member’s behalf, including a Registered Representative
(institutional);

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

(i) 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;
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(i1) Is a securities dealer or adviser in Canada; and
(iii) Is a member of a participating institution of the Canadian Investor Protection Fund;

Provided that the Board 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;

“Retail Customer” means a customer of a Dealer Member that is not an institutional customer;

“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;
“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 commodity futures;

“Securities Dealer” means an individual, firm or corporation acting as dealer (principal) or
broker (agent) in carrying out transactions in securities and commodity 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 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
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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;

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

“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” of an entity means:

(1) an entity it controls;

(i1) a corporation it controls and one or more corporations controlled by that corporation; or
(ii1) a corporation controlled by two or more corporations it controls,

and includes a corporation that is a subsidiary of another subsidiary of a corporation;

“Supervisor” means an individual given responsibility and authority by a Dealer Member, and
approved by the Corporation, to manage the activities of the Dealer Member’s other employees,
partners, Directors and officers, to ensure they comply with Corporation requirements and
securities legislation in conducting their and the Dealer Member’s securities-related activities;

“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

(il)) 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.

Where the context indicates, references to a Dealer Member include the partners, Directors,
Officers, employees and agents of the Dealer Member.

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, 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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Linkage (Cross-References)
>Bulletins (4)

Bulletin No. 3242 — By-Laws and Regulations — Amendments to By-law 1 Definition of Approved
Person (January 28, 2004)

Bulletin No. 3193 — By-Laws and Regulations — By-laws 1 and 7; Policy 6, Parts [ and II -
Requirement to Appoint a Chief Financial Officer and Introduction of Chief Financial Officer
Qualifying Examination (September 15, 2003)

Bulletin No. 3140 — By-Laws and Regulations — Minimum Margin Requirements for Bonds with
Embedded Options — By-Law 1 and Regulation 100.2A (April 28, 2003)

Bulletin No. 2683 — By-Laws and Regulations — Elimination of Standby Subordinated Debt for
Regulatory Capital purposes and adoption of Provider of Capital Concentration Charge — Form 1 and
Bylaws 1, 5.2 and 5.2A (January 24, 2000)

>Notices (4)

Notice No. 16-0122 — Rules Notice - Notice of Approval/Implementation — Implementation of the
consolidated IIROC Enforcement, Examination and Approval Rules (June 9, 2016)

MRO0246 — Availability of CFO Category and Other NRD Changes (October 15, 2003)

MRO0006 — Elimination of Standby Subordinated Debt for Regulatory Capital Purposes and
Adoption of Provider of Capital Concentration Charge - Form 1 (January 24, 2000)

RUICE N

Linkage (Cross-References)
>Bulletins (1)

Bulletin No. 2866 — By-Laws and Regulations — By-law 38 and Amendments to Policy 2 and By-
law 1.1 (July 19, 2001)

>Notices (7)

Notice No. 16-0122 — Rules Notice - Notice of Approval/Implementation — Implementation of the
consolidated IIROC Enforcement, Examination and Approval Rules (June 9, 2016)

Notice No. 14-0263 — Rules Notice — Notice of Approval / Implementation — Provisions
Respecting Order Execution Services as a Form of Third-Party Electronic Access to Marketplaces
(November 13, 2014)

Notice No. 09-0268 — Rules Notice — Notice of Approval / Implementation — IIROC Dealer
Member Rule Amendments to Implement the CSA’s Registration Reform Project (September 16,
2009)

MR0349 — Officer and Business Titles (May 6, 2005)
MRO0308 — Investor Notification and Approval Process (September 14, 2004)
MRO0142 — Investor Notification and Approval Process (May 23, 2002)

MRO0106 — Estate Freeze Reorganizations of a Member (October 17, 2001)
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Rule 1.2

Linkage (Cross-References)
>Notices (1)

Notice No. 09-0268 — Rules Notice — Notice of Approval / Implementation — IIROC Dealer

Member Rule Amendments to Implement the CSA’s Registration Reform Project (September 16,
2009)

Rule 1.3

Linkage (Cross-References)
>Notices (1)

Notice No. 09-0268 — Rules Notice — Notice of Approval / Implementation — IIROC Dealer
Member Rule Amendments to Implement the CSA’s Registration Reform Project (September 16,
2009)

Rule 1.4

Linkage (Cross-References)
>Notices (1)

Notice No. 09-0268 — Rules Notice — Notice of Approval / Implementation — IIROC Dealer
Member Rule Amendments to Implement the CSA’s Registration Reform Project (September 16,
2009)

Rule 1.5

Linkage (Cross-References)
>Notices (1)

Notice No. 09-0268 — Rules Notice — Notice of Approval / Implementation — IIROC Dealer
Member Rule Amendments to Implement the CSA’s Registration Reform Project (September 16,
2009)

Rule 1.6

Linkage (Cross-References)
>Notices (1)

Notice No. 09-0268 — Rules Notice — Notice of Approval / Implementation — [IROC Dealer

Member Rule Amendments to Implement the CSA’s Registration Reform Project (September 16,
2009)
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RULE 2: MEMBERSHIP

2.1. Repealed.
2.2. Repealed.
2.3. Repealed.
24. Repealed.
2.5. Repealed.
2.6 Repealed.
2.7 Repealed.
2.8. Repealed.
2.9. Repealed.
2.10.  Repealed.
2.11.  Repealed.
2.12  Repealed.
2.13.  Repealed.
2.14.  Repealed.
2.15. Repealed.
2.16.  Repealed.
2.17.  Repealed.

Linkage (Cross-References)
>Bulletins (2)

Bulletin No. 3325 — By-Laws and Regulations — IDA Hearing Processes - Amendments to By-law
20, amendments to corollary By-laws and establishment of Rules of Practice and Procedure
(September 2, 2004)

Bulletin No. 3282 — By-Laws and Regulations — Elimination of District Association Auditors and
Alternate District Association Auditors — Effective 12 July 2004 (May 10, 2004)

Rule 2.4

Linkage (Cross-References)
>Bulletins (2)

Bulletin No. 3444 — By-Laws and Regulations — Housekeeping Amendment to By-Law 2.4 -
Membership (July 22, 2005)

Bulletin No. 3310 — By-Laws and Regulations — By-law 2.4 - Membership (July 20, 2004)
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Rule 2.7

Linkage (Cross-References)
>Bulletins (1)

Bulletin No. 2500 — By-Laws and Regulations — Financial Statements for Membership Applicants
(August 24, 1998)

Rule 2.11

Linkage (Cross-References)
>Bulletins (1)

Bulletin No. 3529 — By-Laws and Regulations — Housekeeping Amendments to By-law
2: Eliminating the Reference to District Association Auditors (April 17, 2006)

Rule 2.12
Linkage (Cross-References)

>Bulletins (1)

Bulletin No. 3529 — By-Laws and Regulations — Housekeeping Amendments to By-law
2: Eliminating the Reference to District Association Auditors (April 17, 2006)

Rule 2.13
Linkage (Cross-References)

>Bulletins (1)

Bulletin No. 3529 — By-Laws and Regulations — Housekeeping Amendments to By-law
2: Eliminating the Reference to District Association Auditors (April 17, 2006)

Rule 2.14

Linkage (Cross-References)
>Bulletins (1)

Bulletin No. 3529 — By-Laws and Regulations — Housekeeping Amendments to By-law
2: Eliminating the Reference to District Association Auditors (April 17, 2006)

15


http://www.iiroc.ca/RuleBook/Bulletins/1998/B2500_en.pdf
http://www.iiroc.ca/RuleBook/Bulletins/2006/B3529_en.pdf
http://www.iiroc.ca/RuleBook/Bulletins/2006/B3529_en.pdf
http://www.iiroc.ca/RuleBook/Bulletins/2006/B3529_en.pdf
http://www.iiroc.ca/RuleBook/Bulletins/2006/B3529_en.pdf

July 27,2020
IIROC Dealer Member Rules

RULE 3: ENTRANCE, ANNUAL AND OTHER FEES

3.1 Repealed.
3.2. Repealed.
3.3. Repealed.
3.4. Repealed.
3.5. Repealed.
3.6. Repealed.
3.7. Repealed.
3.8. Repealed.
3.9. Repealed.
3.10. Repealed.
3.11. Repealed.
3.12. Repealed.
3.13  Repealed

Rule 3.1

Linkage (Cross-References)
>Bulletins (1)

Bulletin No. 2955 — By-Laws and Regulations — Amendments to By-laws 3.1 and 3.2 — Entrance
and Annual Fees (January 29, 2002)

Rule 3.2

Linkage (Cross-References)
>Bulletins (1)

Bulletin No. 2955 — By-Laws and Regulations — Amendments to By-laws 3.1 and 3.2 — Entrance
and Annual Fees (January 29, 2002)

Rule 3.3

Linkage (Cross-References)
>Bulletins (1)

Bulletin No. 3196 — By-Laws and Regulations — Amendments to By-law 3 - Entrance, Annual and
Other Fees (October 3, 2003)

Rule 3.7
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Linkage (Cross-References)
>Bulletins (1)

Bulletin No. 3196 — By-Laws and Regulations — Amendments to By-law 3 - Entrance, Annual and
Other Fees (October 3, 2003)

Rule 3.8
Linkage (Cross-References)
>Bulletins (1)

Bulletin No. 2911 — By-Laws and Regulations — Amendments to By-laws 3.8 through 3.10 —
Association Underwriting Levies (November 23, 2001)

Rule 3.9

Linkage (Cross-References)
>Bulletins (1)

Bulletin No. 2911 — By-Laws and Regulations — Amendments to By-laws 3.8 through 3.10 —
Association Underwriting Levies (November 23, 2001)

Rule 3.10

Linkage (Cross-References)
>Bulletins (1)

Bulletin No. 2911 — By-Laws and Regulations — Amendments to By-laws 3.8 through 3.10 —
Association Underwriting Levies (November 23, 2001)

By law No. 3.10(b

Linkage (Cross-References)
>Bulletins (1)

Bulletin No. 3245 — By-Laws and Regulations — By-law No. 3.13 — Interest on overdue fees,
assessments and other charges (February 4, 2004)

Rule 3.13

Linkage (Cross-References)
>Bulletins (1)

Bulletin No. 3245 — By-Laws and Regulations — By-law No. 3.13 — Interest on overdue fees,
assessments and other charges (February 4, 2004)
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RULE 4: BUSINESS LOCATIONS
Every Business Location of a Dealer Member in a District having a Supervisor who is normally
present at the Business Location is a Branch Office Member of the District.

There is no Membership or other fees for Branch Office Members.

A Branch Office Member has the same privileges in its District as any other Branch Office Member
except that at a District meeting each Dealer Member has only one vote no matter how many
Branch Office Member it has in the District.

The representative of any Branch Office Member in any District is eligible for election as Chair or
member of the District Council of the District.

Each Branch Office Member may send one or more representatives to the Annual Meeting of the
District.

Repealed.

A Dealer Member must notify the Corporation in accordance with Rule 40 of the opening or closure
of a Business Location.

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

Linkage (Cross-References)

>Bulletins (2)

Bulletin No. 3325 — By-Laws and Regulations — IDA Hearing Processes - Amendments to By-law
20, amendments to corollary By-laws and establishment of Rules of Practice and Procedure
(September 2, 2004)

Bulletin No. 3324 — By-Laws and Regulations — By-law 40 — Individual Approvals, Notifications
and Related Fees and the National Registration Database (September 2, 2004)

>Notices (1)

Notice No. 09-0268 — Rules Notice — Notice of Approval / Implementation — IIROC Dealer
Member Rule Amendments to Implement the CSA’s Registration Reform Project (September 16,
2009)
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Rule 4.1

Linkage (Cross-References)
>Notices (1)

Notice No. 09-0268 — Rules Notice — Notice of Approval / Implementation — IIROC Dealer

Member Rule Amendments to Implement the CSA’s Registration Reform Project (September 16,
2009)

Rule 4.2

Linkage (Cross-References)
>Notices (1)

Notice No. 09-0268 — Rules Notice — Notice of Approval / Implementation — IIROC Dealer

Member Rule Amendments to Implement the CSA’s Registration Reform Project (September 16,
2009)

Rule 4.3

Linkage (Cross-References)
>Notices (1)

Notice No. 09-0268 — Rules Notice — Notice of Approval / Implementation — IIROC Dealer
Member Rule Amendments to Implement the CSA’s Registration Reform Project (September 16,
2009)

Rule 4.4

Linkage (Cross-References)
>Notices (1)

Notice No. 09-0268 — Rules Notice — Notice of Approval / Implementation — I[IROC Dealer

Member Rule Amendments to Implement the CSA’s Registration Reform Project (September 16,
2009)

Rule 4.5

Linkage (Cross-References)
>Notices (1)

Notice No. 09-0268 — Rules Notice — Notice of Approval / Implementation — I[IROC Dealer

Member Rule Amendments to Implement the CSA’s Registration Reform Project (September 16,
2009)
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Rule 4.6

Linkage (Cross-References)
>Bulletins (1)

Bulletin No. 3527 — By-Laws and Regulations — Amendments to By-laws 4.6 and 4.9 and Policy 6,
Part I Non-retail Branch Managers (April 10, 2006)

>Notices (1)

Notice No. 09-0268 — Rules Notice — Notice of Approval / Implementation — [IROC Dealer
Member Rule Amendments to Implement the CSA’s Registration Reform Project (September 16,
2009)

Rule 4.7

Linkage (Cross-References)
>Notices (2)

Notice No. 09-0268 — Rules Notice — Notice of Approval / Implementation — IIROC Dealer
Member Rule Amendments to Implement the CSA’s Registration Reform Project (September 16,
2009)

MRO0306 — Procedure for Foreign Offices of IDA Members (September 2, 2004)

Rule 4.7A

Linkage (Cross-References)
>Notices (1)

Notice No. 09-0268 — Rules Notice — Notice of Approval / Implementation — IIROC Dealer
Member Rule Amendments to Implement the CSA’s Registration Reform Project (September 16,
2009)

Rule 4.9

Linkage (Cross-References)
>Bulletins (1)

Bulletin No. 3527 — By-Laws and Regulations — Amendments to By-laws 4.6 and 4.9 and Policy 6,
Part I Non-retail Branch Managers (April 10, 2006)

>Notices (1)

Notice No. 09-0268 — Rules Notice — Notice of Approval / Implementation — IIROC Dealer
Member Rule Amendments to Implement the CSA’s Registration Reform Project (September 16,
2009)
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Rule 4.9A

Linkage (Cross-References)
>Notices (1)

Notice No. 09-0268 — Rules Notice — Notice of Approval / Implementation — IIROC Dealer
Member Rule Amendments to Implement the CSA’s Registration Reform Project (September 16,
2009)

Rule 4.12

Linkage (Cross-References)
>Notices (1)

Notice No. 09-0268 — Rules Notice — Notice of Approval / Implementation — [IROC Dealer
Member Rule Amendments to Implement the CSA’s Registration Reform Project (September 16,
2009)

Rule 4.13

Linkage (Cross-References)
>Notices (1)

Notice No. 09-0268 — Rules Notice — Notice of Approval / Implementation — IIROC Dealer
Member Rule Amendments to Implement the CSA’s Registration Reform Project (September 16,
2009)

Rule 4.14

Linkage (Cross-References)
>Bulletins (1)

Bulletin No. 2934 — By-Laws and Regulations — Late Filing Fees for Reports — By-laws 4.14, 7.6
and 18.18 (December 17, 2001)

>Notices (3)

Notice No. 09-0268 — Rules Notice — Notice of Approval / Implementation — IIROC Dealer
Member Rule Amendments to Implement the CSA’s Registration Reform Project (September 16,
2009)

MRO0198 — Late Filing Fees for Uniform Termination Notices (February 20, 2003)
MRO0123 — Late Filing Fee for Supervision Reports (December 21, 2001)
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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.

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

(a) A security representing subordinated debt;
(b) A restrictive security; or

(c) 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.

(N 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.

@8 Dealer Members shall seek District Council approval of any transaction that:

(a) 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:
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(a) 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

(c) Aninterest 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:

(a) 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

(c)
) the investment does not represent a significant equity interest,
(i1) the Corporation has been notified of the relationship,

(i)  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.

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.
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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:

(a) 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:

(a) 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,
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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-
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

() 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.

5.12. 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:

(a) 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:

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

(ii)) 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.

5.13.  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.  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.
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Solicitations by a Dealer Member corporation as to transactions in securities issued by it or a
holding company of the Dealer Member corporation,

(a) 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.

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.
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Bulletin No. 3132 — By-Laws and Regulations — Amendment to By-law 5, Ownership of Securities
(April 15, 2003)
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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:

) 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

(i1) 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.

(D 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:

(a) 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
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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.
4 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 6.6
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RULE 7: DEALER MEMBER DIRECTORS AND EXECUTIVES

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, 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.

7.2 Approval
No person may be a Director or Executive of a Dealer Member unless that person has been
approved as such by the Corporation.
7.3 Directors
(a) Atleast 40% of the Directors of a Dealer Member must:
(1) Either:

(A) 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,

(B) Occupy equivalent positions at related or affiliated securities dealers or
affiliated financial institutions;

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

(3) 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 of a Dealer Member, if actively engaged in the business of the
Dealer Member or a related company of the Dealer Member must have the qualifications
described in paragraphs 7.3(a)(1) and (2).

7.4 Executives

(a)  All of the Executives of a Dealer Member must:

(1) 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,

(2)  Occupy equivalent positions at related or affiliated securities dealers, or affiliated
financial institutions; and

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

(b) Not less than 60% of the Executives of a Dealer Member must 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.
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Exemptions

The applicable District Council may grant an exemption, in whole or in part, from any
requirement under Rules 7.3 and 7.4, where it is satisfied that to do so would not be
prejudicial to the interest of the Dealer 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.

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

(a) Any Director of a Dealer Member who directly or indirectly owns or controls a voting
interest in the Dealer Member of 10% or more must have the proficiency requirement
outlined in Rule 2900, Part I.A(2)(a);

(b)  Any person other than a Director of a Dealer Member, who is actively engaged in the
business of a Dealer Member and directly or indirectly owns or controls a voting interest in

the Dealer Member of 10% or more must have the proficiency requirement outlined in Rule
2900, Part .A(2)(a).

Remuneration of Directors and Executives

No Director or Executive 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 Director or Executive on behalf of
the Dealer Member, its affiliates or related companies in connection with the securities-
related activities of any of them.

Jurisdiction

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

Late Filing Fees re Executives and Directors

A Dealer Member is liable for and must pay the Corporation fees in the amounts prescribed from
time to time by the Board for the failure of the Dealer Member 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 Director or Executive pursuant to Rule 20.

Linkage (Cross-References)
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Rule 7.5
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Bulletin No. 2999 — By-Laws and Regulations — By-law 7.1(5) and (6) Proficiency requirements
for Industry and Non-Industry Shareholders (May 23, 2002)
>Notices (2)

Notice No. 09-0268 — Rules Notice — Notice of Approval / Implementation — IIROC Dealer
Member Rule Amendments to Implement the CSA’s Registration Reform Project (September 16,
2009)

MRO0308 — Investor Notification and Approval Process (September 14, 2004)

Rule 7.9

Linkage (Cross-References)
>Notices (1)

Notice No. 09-0268 — Rules Notice — Notice of Approval / Implementation — IIROC Dealer
Member Rule Amendments to Implement the CSA’s Registration Reform Project (September 16,
2009)
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8.3A.
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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) 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.

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.

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.
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8.5. 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.

8.6. 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.

8.7.

(a) A resigning, suspended, terminated or surrendering Dealer Member must make full
payment of its annual membership fees for the entire fiscal year in which its resignation,
suspension, termination or surrender becomes effective, subject to the exemption set out
in subsection (b).

(b) A resigning, suspended or terminated Dealer Member may make payment of its
membership fees until the end of the fiscal quarter in which the following conditions have
been met:

1. the Dealer Member has transferred all customer accounts to another Dealer
Member;

ii. the Dealer Member has no remaining approved persons other than shareholders,
the Ultimate Designated Person, the Chief Compliance Officer and the Chief
Financial Officer; and

iii. in the case of a resigning Dealer Member, the Dealer Member has provided written
notice of its resignation to the Corporation.

8.8. 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.

Linkage (Cross-References)
>Notices (1)

Notice No. 15-0196 — Rules Notice — Notice of Approval / Implementation — Requirement to Pay
ITIROC Membership Fees (September 3, 2015)
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>Bulletins (2)

Bulletin No. 3282 — By-Laws and Regulations — Elimination of District Association Auditors and
Alternate District Association Auditors — Effective 12 July 2004 (May 10, 2004)

Bulletin No. 3044 — By-Laws and Regulations — Amendments to By-law 8 — Resignations,
Amalgamations, Etc. (September 12, 2002)
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RULE 9: DISTRICT DEALER MEMBERS

9.1. Repealed.
9.2. The Dealer Members of a District shall be:
6))] Dealer Member firms having their Head Office in the District;
(i1) Dealer Member firms having one or more branch offices in the District; and

(ii1) Dealer Member firms licensed to do business in a District by the Securities Commission
in that District.

Rule 9.1

Linkage (Cross-References)
>By-law (1)

Bulletin No. 2704 — By-Laws and Regulations — Amendment to District Council Divisions — By-
law 9.1 (March 22, 2000)
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10.1.
10.2.
10.2A.
10.3.
10.4.
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10.7.
10.8.
10.9.
10.9A.
10.10.
10.11.
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10.13.
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10.19.
10.20.
10.21.
10.22.
10.23.
10.24.
10.25.
10.26.
10.27.
10.28.

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

Repealed

Repealed.
Repealed.
Repealed.
Repealed.
Repealed.
Repealed.
Repealed.
Repealed.
Repealed.
Repealed.
Repealed.
Repealed.
Repealed.
10.18A. Repealed.
Repealed.
Repealed.
Repealed.
Repealed.
Repealed.
Repealed.
Repealed.
Repealed.
Repealed.
Repealed.
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RULE 10: NATIONAL ADVISORY COMMITTEE
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Rule 10.1

Linkage (Cross-References)
>Bulletins (2)

Bulletin No. 2965 — By-Laws and Regulations — Composition of the IDA Board (February 27,
2002)

Bulletin No. 2925 — By-Laws and Regulations — Amendments to By-law 10.1 and 10.15 — Board of
Directors and Executive Committee (December 12, 2001)

Rule 10.7

Linkage (Cross-References)
>Bulletins (2)

Bulletin No. 3210 — By-Laws and Regulations — By-Law 10.7 is amended to include the immediate
past Chair of the National Advisory Committee as a voting member of the National Advisory
Committee (November 12, 2003)

Bulletin No. 2920 — By-Laws and Regulations — By-Laws 10.7-10.12 - National Advisory
Committee (NAC) (December 3, 2001)

Rule 10.8

Linkage (Cross-References)
>Bulletins (1)

Bulletin No. 2920 — By-Laws and Regulations — By-Laws 10.7-10.12 - National Advisory
Committee (NAC) (December 3, 2001)

Rule 10.9

Linkage (Cross-References)
>Bulletins (1)

Bulletin No. 2920 — By-Laws and Regulations — By-Laws 10.7-10.12 - National Advisory
Committee (NAC) (December 3, 2001)

Rule 10.10

Linkage (Cross-References)
>Bulletins (1)

Bulletin No. 2920 — By-Laws and Regulations — By-Laws 10.7-10.12 - National Advisory
Committee (NAC) (December 3, 2001)

Rule 10.11
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Linkage (Cross-References)
>Bulletins (1)

Bulletin No. 2920 — By-Laws and Regulations — By-Laws 10.7-10.12 - National Advisory
Committee (NAC) (December 3, 2001)

Rule 10.12

Linkage (Cross-References)
>Bulletins (1)

Bulletin No. 2920 — By-Laws and Regulations — By-Laws 10.7-10.12 - National Advisory
Committee (NAC) (December 3, 2001)

Rule 10.15

Linkage (Cross-References)
>Bulletins (1)

Bulletin No. 2925 — By-Laws and Regulations — Amendments to By-law 10.1 and 10.15 — Board of
Directors and Executive Committee (December 12, 2001)

Rule 10.26

Linkage (Cross-References)
>Bulletins (1)

Bulletin No. 3511 — By-Laws and Regulations — By-laws 10.26, 10.27 and 10.28 — Member
Regulation Oversight Committee and Additional Board Committees (January 31, 2006)

Rule 10.27

Linkage (Cross-References)
>Bulletins (1)

Bulletin No. 3511 — By-Laws and Regulations — By-laws 10.26, 10.27 and 10.28 — Member
Regulation Oversight Committee and Additional Board Committees (January 31, 2006)

Rule 10.28
Linkage (Cross-References)
>Bulletins (1)

Bulletin No. 3511 — By-Laws and Regulations — By-laws 10.26, 10.27 and 10.28 — Member
Regulation Oversight Committee and Additional Board Committees (January 31, 2006)

42


http://www.iiroc.ca/RuleBook/Bulletins/2001/B2920_en.pdf
http://www.iiroc.ca/RuleBook/Bulletins/2001/B2920_en.pdf
http://www.iiroc.ca/RuleBook/Bulletins/2001/B2925_en.pdf
http://www.iiroc.ca/RuleBook/Bulletins/2006/B3511_en.pdf
http://www.iiroc.ca/RuleBook/Bulletins/2006/B3511_en.pdf
http://www.iiroc.ca/RuleBook/Bulletins/2006/B3511_en.pdf

July 27,2020
IIROC Dealer Member Rules

RULE 11: DISTRICT COUNCILS AND MEETINGS

11.1.  Repealed.
11.2. Repealed.
11.3.  Repealed.
11.4. Repealed.
11.5. Repealed.
11.6. Repealed.
11.7.  Repealed.
11.8. Repealed.
11.9. Repealed.
11.10. Repealed.
11.11. Repealed.
11.12. Repealed.
11.13. Repealed.
11.14. Repealed.
11.15. Repealed.
11.16. Repealed.
11.17. Repealed.
11.18. Repealed.
11.19 Repealed.
11.20 Repealed.
11.21. Repealed.

Rule 11

Linkage (Cross-References)
>Bulletins (2)

Bulletin No. 3325 — By-Laws and Regulations — IDA Hearing Processes - Amendments to By-law
20, amendments to corollary By-laws and establishment of Rules of Practice and Procedure
(September 2, 2004)

Bulletin No. 3282 — By-Laws and Regulations — Elimination of District Association Auditors and
Alternate District Association Auditors — Effective 12 July 2004 (May 10, 2004)
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12.1.
12.2.
12.3.
12.4.
12.5.
12.6.
12.7.

Repealed.
Repealed.
Repealed.
Repealed.
Repealed.
Repealed.
Repealed.
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RULE 12: OFFICERS AND THEIR DUTIES
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RULE 13: ELECTION OF DISTRICT COUNCIL MEMBERS

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.
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14.3.
14.4.
14.5.
14.6.

Repealed.
Repealed.
Repealed.
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Repealed.
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RULE 14: MEETINGS OF THE CORPORATION

Rule 14.3

Linkage (Cross-References)
>Bulletins (1)

Bulletin No. 2567 — By-Laws and Regulations — Meetings of the Association - By-Law 14.3
(February 23, 1999)
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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.
15.11. Repealed.

Rule 15.11

Linkage (Cross-References)
>Bulletins (1)

Bulletin No. 3030 — By-Laws and Regulations — Amendments to By-law 15.11 - Association
Accounts and Funds and Execution of Instruments — Financial Assistance for Securities Industry
Organizations (August 12, 2002)
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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:

(1)

(i)

(ii1)

(iv)

™)

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:

(a) 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

(c) Calculations with respect to the Dealer Member and the related company shall be as

of the same date.

16.3. Repealed.
16.4. Repealed.
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Dealer Members' Auditors

16.5. 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.

16.6. 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. 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.

16.8.  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.

16.9. 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.

16.10. 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.

Rule 16

Linkage (Cross-References)
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>Bulletins (2)

Bulletin No. 3282 — By-Laws and Regulations — Elimination of District Association Auditors and
Alternate District Association Auditors — Effective 12 July 2004 (May 10, 2004)

Bulletin No. 2495 — By-Laws and Regulations — Housekeeping Amendments To IDA By-Laws
And Regulations (July 22, 1998)

Rule 16.2(i)

Linkage (Cross-References)
>Bulletins (1)

Bulletin No. 2446 — By-Laws and Regulations — Amendment to Regulatory Filing Deadline for
MFR (February 13, 1998)
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RULE 17: DEALER MEMBER MINIMUM CAPITAL, CONDUCT OF BUSINESS AND

17.1.

17.2.
17.2A.

17.3.

17.3A.

17.3B.

17.4.

17.5.

17.6.

17.7.

17.8.

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.
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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 commodity futures contracts or options
listed on or issued by a recognized stock exchange, commodity 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
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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.

Rule 17
Linkage (Cross-References)
>Bulletins (1)

Bulletin No. 3282 — By-Laws and Regulations — Elimination of District Association Auditors and
Alternate District Association Auditors — Effective 12 July 2004 (May 10, 2004)

RUICR VAL

Linkage (Cross-References)
>Bulletins (1)
Bulletin No. 3016 — Suspension — Thomson Kernaghan & Co. Limited (July 11, 2002)

Rule 17.12
Linkage (Cross-References)
>Notices (1)
MRO0308 — Investor Notification and Approval Process (September 14, 2004)

Rule 17.14

Linkage (Cross-References)
>Notices (2)
MRO106 — Estate Freeze Reorganizations of a Member (October 17, 2001)

MRO0074 — Changes in Ownership or Share Capital of Member Firms and Holding Companies (May
9,2001)

Rule 17.16

Linkage (Cross-References)
>Bulletins (3)

Bulletin No. 3566 — By-Laws and Regulations — By-law 17.16, Business Continuity Planning
(August 11, 2006)

Bulletin No. 3442 — By-Laws and Regulations — By-law 17.19, Business Continuity Planning (July
22,2005)
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Bulletin No. 3304 — By-Laws and Regulations — Business Continuity Plan By-Law 17.19 (July 6,
2004)

>Notices (1)
MRO0397 — Compliance with By-law 17.19 (May 2, 2006)
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RULE 18: REGISTERED REPRESENTATIVES AND INVESTMENT

REPRESENTATIVES

Repealed.

(@)

(i)

(iii)

(b)

©

No person may act and no Dealer Member may permit any person to act as a Registered
Representative or Investment Representative on behalf of the Dealer Member unless:

The Dealer Member is registered or licensed to trade, as the case may be, in securities or
futures contracts under the statutes relating to the sale of securities or futures contracts in
all jurisdictions in which customers of the Dealer Member reside or is exempt from the
registration or licensing requirements under those statutes;

The person is registered or licensed to trade, as the case may be, in securities or futures
contracts under the statutes relating to the sale of securities or futures contracts in all
jurisdictions in which customers of the person reside or is exempt from the registration or
licensing requirements under those statutes ; and

The Corporation has approved the person as a Registered Representative or Investment
Representative under this Rule.

A Dealer Member must notify the Corporation of the types of businesses which a Registered
Representative or Investment Representative will conduct, as follows:

(1)  Customer Type: the types of customers the Registered Representative or Investment
Representative will deal with, either:

A.  retail business — taking orders from or giving advice to all types of customers
regarding trades in securities, or

B.  institutional business — restricted to taking orders from or giving advice to
Institutional Customers

(i)  Product(s): the types of financial instruments in which the Registered Representative
or Investment Representative will deal, being:

A. restricted to mutual funds, Government or Government-guaranteed debt
instruments and deposit instruments issued by a federally-regulated bank, trust
company, credit union or caisse populaire, excluding those on which all or part of
the interest or return is indexed to the performance of another financial
instrument or index

B.  general securities business, including equities, fixed income and other investment
products other than options or futures

C.  options business
D.  futures contracts and futures contracts options

(iii)) Portfolio Management: whether the Registered Representative will engage in
discretionary portfolio management under the provisions of Rule 1300.

A person may not conduct on behalf of a Dealer Member and a Dealer Member may not
permit a person to conduct on its behalf a type of business described in (b) unless the Dealer
Member has notified the Corporation:

(i)  that the person will conduct the type of business; and
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(i)  that the person has successfully completed the proficiencies required to conduct the
type of business as specified in Rule 2900, Part I within the proficiency time limits
specified in Rule 2900, Part I1.

For the purposes of this subsection (c), an application to the Corporation for initial approval is
notice that the person will conduct the types of business identified in the application.

An applicant for approval as a Registered Representative or Investment Representative must
complete or obtain an exemption from the applicable proficiency requirements in Rule 2900,
Part I, section A.3(a) before the Corporation will grant approval.

A Dealer Member must take reasonable steps to ensure that all of its Registered
Representatives and Investment Representatives are proficient and understand the products
they trade in or advise on to a sufficient degree to meet the requirements of the Rules of the
Corporation. At a minimum, the Dealer Member must ensure that all Registered
Representatives and Investment Representatives meet the applicable proficiency requirements
of Rule 2900.

The approval of a Registered Representative is suspended automatically if the person fails to satisfy
the requirement in paragraph A.3(b) of Part I of Rule 2900 until the person has satisfied the
requirement.

Repealed.

(b)

(b)

A Dealer Member must closely supervise a Registered Representative or Investment
Representative who conducts retail business in accordance with the “Registered / Investment
Representative Monthly Supervision Report” as specified by the Corporation for a period of
six months after the Corporation is notified that the person will deal with retail customers.
The Dealer Member must keep this report for inspection by the Corporation.

Subsection (a) does not apply if:

(1)  the Registered Representative was previously approved for six months or more to
advise on trades for retail customers for a securities firm which is a member of a self-
regulatory organization or a recognized foreign self-regulatory organization; or

(i) the Investment Representative was previously approved for six months or more to
advise on trades or to trade for retail customers for a securities firm which is a member
of a Self-Regulatory Organization or a recognized foreign self-regulatory organization.

A Registered Representative or Investment Representative qualified to conduct mutual funds
business only must:

(1)  within 270 days of initial approval, complete the proficiency requirements in Rule
2900, Part I, sections A.3(a)(i)(A) and (B); and

(i)  within 18 months of initial approval, complete the training programme required under
Rule 2900, Part I, section A.3(a)(i)(C).

A Dealer Member must notify the Corporation:

(i)  when a Registered Representative or Investment Representative restricted to mutual
funds business only has completed the requirements in each of subsections (a)(i) and
a(ii); and
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(i)  within 18 months of initial approval, that the Registered Representative or Investment
Representative will conduct either retail or institutional business without restriction to
mutual funds.

Subsections (a) and (b) do not apply to a Registered Representative or Investment
Representative who was restricted to mutual funds only on the date on which this section
becomes effective and who is registered only in Provinces in which a restriction on an
Investment Representative or Registered Representative with a Dealer Member to mutual
funds business only complies with the securities legislation, rules and policies of the
Province.

The approval of a Registered Representative or Investment Representative is suspended
automatically if the person fails to satisfy the requirement in paragraph (a) until the person
has satisfied the requirements and notified the Corporation.

18.8.  Repealed.

18.9. Repealed.

18.10. Repealed.

18.11.(a)

(b)

A Registered Representative or Investment Representative of a Dealer Member is subject to
the jurisdiction of the Corporation, must comply with the Rules and Rulings of the
Corporation as the same are from time to time amended or supplemented.

If the approval of a Registered Representative or Investment Representative is revoked, the
Registered Representative or Investment Representative must immediately cease acting as a
Registered Representative or Investment Representative of his or her Dealer Member.

18.12. Repealed.

18.13. Repealed.

18.14.

(M

A Registered Representative or Investment Representative may have, and continue in,
any business activity outside of the Dealer Member, including another gainful occupation
if:

(a) The securities commission in the jurisdiction in which the Registered Representative

or Investment Representative acts or proposes to act as a Registered Representative
or Investment Representative, or the securities legislation or policies administered by
such securities commission, does not prohibit him or her from devoting less than his
or her full time to the securities business of the Dealer Member employing him or

her;

(b) The Dealer Member establishes and maintains procedures acceptable to the
Corporation to ensure continuous service to clients and to address potential conflicts
of interest;

(© The Registered Representative or Investment Representative informs the Dealer

Member of the outside business activity and obtains the Dealer Member’s approval to
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engage in such outside business activity prior to engaging in such outside business
activity;

(d) The Dealer Member notifies the Corporation of the outside business activity within
the time period and manner required by the applicable National Instrument or
Regulation; and

(e) The outside business activity is not:

(1) One which would bring the securities industry into disrepute; or
(i1)  With another dealer that is a member of a recognized self regulatory

organization unless:

(1)  Such dealer 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 outside business activity is not contrary to the provisions of the
applicable securities legislation or any policy made pursuant thereto.

No Registered Representative or Investment Representative may 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 related companies, for the securities-
related activities he or she conducts on behalf of the Dealer Member or its affiliates or its related
companies.

No Dealer Member shall permit a Registered Representative or Investment Representative to use a
designation when dealing with the public that wrongly indicates that he or she conducts or has been
approved by the Corporation to conduct a type of business or fulfils or has been approved by the
Corporation to fulfil a role.

Repealed.

Each Dealer Member is liable for and must pay to the Corporation fees in the amounts prescribed
from time to time by the Board 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 under Rule 20 on
the approval or continued approval of a Registered Representative, or Investment Representative
of the Dealer Member pursuant to Rule 20.
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Rule 18

Linkage (Cross-References)
>Bulletins (1)

Bulletin No. 3324 — By-Laws and Regulations — By-law 40 — Individual Approvals, Notifications
and Related Fees and the National Registration Database (September 2, 2004)

>Notices (1)

Notice No. 09-0268 — Rules Notice — Notice of Approval / Implementation — IIROC Dealer
Member Rule Amendments to Implement the CSA’s Registration Reform Project (September 16,
2009)

Rule 18.1

Linkage (Cross-References)
>Notices (1)

Notice No. 09-0268 — Rules Notice — Notice of Approval / Implementation — IIROC Dealer

Member Rule Amendments to Implement the CSA’s Registration Reform Project (September 16,
2009)

Rule 18.2

Linkage (Cross-References)
>Notices (1)

Notice No. 09-0268 — Rules Notice — Notice of Approval / Implementation — [IROC Dealer
Member Rule Amendments to Implement the CSA’s Registration Reform Project (September 16,
2009)

Rule 18.3

Linkage (Cross-References)
>Notices (1)

Notice No. 09-0268 — Rules Notice — Notice of Approval / Implementation — IIROC Dealer
Member Rule Amendments to Implement the CSA’s Registration Reform Project (September 16,
2009)

Rule 18.4

Linkage (Cross-References)
>Notices (1)
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Notice No. 09-0268 — Rules Notice — Notice of Approval / Implementation — IIROC Dealer
Member Rule Amendments to Implement the CSA’s Registration Reform Project (September 16,
2009)

Rule 18.5

Linkage (Cross-References)
>Notices (1)

Notice No. 09-0268 — Rules Notice — Notice of Approval / Implementation — IIROC Dealer
Member Rule Amendments to Implement the CSA’s Registration Reform Project (September 16,
2009)

Rule 18.6

Linkage (Cross-References)
>Notices (1)

Notice No. 09-0268 — Rules Notice — Notice of Approval / Implementation — IIROC Dealer
Member Rule Amendments to Implement the CSA’s Registration Reform Project (September 16,
2009)

Rule 18.7

Linkage (Cross-References)
>Notices (1)

Notice No. 09-0268 — Rules Notice — Notice of Approval / Implementation — I[IROC Dealer

Member Rule Amendments to Implement the CSA’s Registration Reform Project (September 16,
2009)

Rule 18.8

Linkage (Cross-References)
>Notices (1)

Notice No. 09-0268 — Rules Notice — Notice of Approval / Implementation — [IROC Dealer

Member Rule Amendments to Implement the CSA’s Registration Reform Project (September 16,
2009)

Rule 18.9

Linkage (Cross-References)
>Notices (1)
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Notice No. 09-0268 — Rules Notice — Notice of Approval / Implementation — IIROC Dealer
Member Rule Amendments to Implement the CSA’s Registration Reform Project (September 16,
2009)

Rule 18.11

Linkage (Cross-References)
>Notices (2)

Notice No. 09-0268 — Rules Notice — Notice of Approval / Implementation — IIROC Dealer
Member Rule Amendments to Implement the CSA’s Registration Reform Project (September 16,
2009)

MRO145 — Change to IDA Procedures For Registrants Named In Civil Actions (June 6, 2002)

Rule 18.13

Linkage (Cross-References)
>Notices (1)

Notice No. 09-0268 — Rules Notice — Notice of Approval / Implementation — I[IROC Dealer
Member Rule Amendments to Implement the CSA’s Registration Reform Project (September 16,
2009)

Rule 18.14

Linkage (Cross-References)
>Notices (3)

Notice No. 13-0162 — Rules Notice — Notice of Approval / Implementation — Personal financial
dealing and outside business activities (June 13, 2013)

Notice No. 12-0384 — Rules Notice — Guidance Note — Sale of principal protected notes by
Approved Persons of [IROC Dealer Members (December 18, 2012)

Notice No. 09-0268 — Rules Notice — Notice of Approval / Implementation — IIROC Dealer

Member Rule Amendments to Implement the CSA’s Registration Reform Project (September 16,
2009)

Rule 18.14(d)(ii)

Linkage (Cross-References)
>Bulletins (1)

Bulletin No. 2867 — By-Laws and Regulations — Amendments to By-law 18.14(d)(ii) (July 19,
2001)

By law No. 18.14(d)(iii)

Linkage (Cross-References)
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>Notices (1)
MRO118 — Other Business Activities (November 26, 2001)
>Bulletins (1)

Bulletin No. 3714 — By-Laws and Regulations — Housekeeping Amendment to By-law
18.14(d): Repeal of Subsection 18.14(d)(iii) (April 23, 2008)

Rule 18.15

Linkage (Cross-References)
>Notices (1)

Notice No. 09-0268 — Rules Notice — Notice of Approval / Implementation — IIROC Dealer
Member Rule Amendments to Implement the CSA’s Registration Reform Project (September 16,
2009)

Rule 18.16

Linkage (Cross-References)
>Notices (2)

Notice No. 14-0073 — Rules Notice — Guidance Note — Use of Business Titles and Financial
Designations (March 24, 2014)

Notice No. 09-0268 — Rules Notice — Notice of Approval / Implementation — I[IROC Dealer
Member Rule Amendments to Implement the CSA’s Registration Reform Project (September 16,
2009)

Rule 18.17

Linkage (Cross-References)
>Notices (1)

Notice No. 09-0268 — Rules Notice — Notice of Approval / Implementation — [IROC Dealer

Member Rule Amendments to Implement the CSA’s Registration Reform Project (September 16,
2009)

RUICRERE

Linkage (Cross-References)
>Bulletins (1)

Bulletin No. 2934 — By-Laws and Regulations — Late Filing Fees for Reports — By-laws 4.14, 7.6
and 18.18 (December 17, 2001)

>Notices (3)
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Notice No. 09-0268 — Rules Notice — Notice of Approval / Implementation — IIROC Dealer
Member Rule Amendments to Implement the CSA’s Registration Reform Project (September 16,
2009)

MRO0198 — Late Filing Fees for Uniform Termination Notices (February 20, 2003)
MRO123 — Late Filing Fee for Supervision Reports (December 21, 2001)
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RULE 19: PROVISION OF INFORMATION

19.1. A Dealer Member or any person approved by, or under the jurisdiction of, the Corporation, that is
requested by a Canadian 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 19.1
Linkage (Cross-References)
>Notice (1)

Notice No. 16-0122 — Rules Notice - Notice of Approval/Implementation — Implementation of the
consolidated IIROC Enforcement, Examination and Approval Rules (June 9, 2016)
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RULE 20: CORPORATION HEARING PROCESSES

P PART 1 - DEFINITIONS

20.1  Repealed.

PART 2 -- GENERAL AUTHORITY OF PANELS
20.2  Repealed.

PART 3 -- DECISION-MAKING AND EFFECTIVENESS OF DECISIONS
20.3  Repealed.

20.4  Repealed.

20.5  Repealed.

20.6  Repealed.

PART 4 - CONTINUING JURISDICTION
20.7  Repealed.

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 Repealed.

20.19 Repealed.

MEMBERSHIP APPLICATIONS

20.20 Repealed.

20.21 Repealed.

20.22 Repealed.

20.23 Repealed.

65



April 22, 2021
IIROC Dealer Member Rules

PART 8 - EXEMPTION REQUEST APPLICATIONS

PROFICIENCY EXEMPTIONS

20.24 Repealed.

INTRODUCING CARRYING BROKER ARRANGEMENT EXEMPTIONS
20.25 Repealed.

EXEMPTION REVIEW HEARINGS

20.26 Repealed.

20.27 Costs
(D The District Council panel may order against the applicant any costs associated with the
exemption request review hearing determined to be appropriate and reasonable.
2) Costs shall not be assessed where the District Council panel grants the exemption request.

PART 9 - EARLY WARNING REVIEW PROCEEDINGS
20.28 Repealed.

20.29 Repealed.

PART 10 -- ENFORCEMENT HEARINGS
INITIATION OF ENFORCEMENT HEARINGS
20.30 Repealed.

POWERS OF COMPULSION

20.31 Repealed.

20.32 Repealed.

PENALTIES

20.33 Repealed.

20.34 Repealed.

SETTLEMENT HEARINGS

20.35 Repealed.

20.36 Repealed.

20.37 Repealed.

20.38 Repealed.

20.39 Repealed.

20.40 Repealed.

EXPEDITED HEARINGS

20.41 Repealed.

20.42 Repealed.

20.43 Repealed.
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20.44 Repealed..

20.45 Repealed.

20.46 Repealed.

20.47 Repealed.

20.48 Repealed.

ASSESSMENT OF COSTS

20.49 Repealed.

PART 11 - PUBLIC HEARINGS

20.50 Repealed.

PART 12 - RULE MAKING POWERS
20.51 Repealed.

PART 13 - TRANSITIONAL PROVISIONS
20.52 Transitional Provisions

(D Subject to subsection (2), any provision of any Rule or Ruling of the Corporation in
effect immediately prior to the coming into effect of these Rules shall remain in full force
and effect until such Rule or Ruling, has been repealed.

2) In the event of a conflict between this Rule and the provisions of any Rule or Ruling of
the Corporation that remains in effect after this Rule comes into effect, the provisions of
this Rule shall prevail.

Rule 20

Linkage (Cross-References)
>Bulletins (4)

Bulletin No. 3330 — By-Laws and Regulations — IDA Hearing Processes - Amendments to By-law
20 (September 20, 2004)

Bulletin No. 3325 — By-Laws and Regulations — IDA Hearing Processes - Amendments to By-law
20, amendments to corollary By-laws and establishment of Rules of Practice and Procedure
(September 2, 2004)

Bulletin No. 3108 — General — Disciplinary Sanction Guidelines (January 29, 2003)

Bulletin No. 2869 — By-Laws and Regulations — Amendments to By-law 20.9A, 20.9B and 20.9C
(July 19, 2001)

>Notices (4)

Notice No. 16-0122 — Rules Notice - Notice of Approval/Implementation — Implementation of the
consolidated [IROC Enforcement, Examination and Approval Rules (June 9, 2016)

Notice No. 09-0268 — Rules Notice — Notice of Approval / Implementation — IIROC Dealer
Member Rule Amendments to Implement the CSA’s Registration Reform Project (September 16,
2009)
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Notice 08-0202 — Elimination of IROC Appeal Panel (November 24, 2008)
MRO0187 — Policy 8 and ComSet Reporting Requirements (December 23, 2002)

RUIPAIBE

Linkage (Cross-References)
>Bulletins (1)

Bulletin No. 3330 — By-Laws and Regulations — IDA Hearing Processes - Amendments to By-law
20 (September 20, 2004)

>Notices (1)

Notice No. 16-0122 — Rules Notice - Notice of Approval/Implementation — Implementation of the
consolidated IIROC Enforcement, Examination and Approval Rules (June 9, 2016)

By law No. 20.10(6)

Linkage (Cross-References)
>Bulletins (1)

Bulletin No. 3330 — By-Laws and Regulations — IDA Hearing Processes - Amendments to By-law
20 (September 20, 2004)

>Notices (1)

Notice No. 16-0122 — Rules Notice - Notice of Approval/Implementation — Implementation of the
consolidated IIROC Enforcement, Examination and Approval Rules (June 9, 2016)

By law No. 20.10(7)

Linkage (Cross-References)
>Bulletins (1)

Bulletin No. 3330 — By-Laws and Regulations — IDA Hearing Processes - Amendments to By-law
20 (September 20, 2004)

>Notices (1)

Notice No. 16-0122 — Rules Notice - Notice of Approval/Implementation — Implementation of the
consolidated IIROC Enforcement, Examination and Approval Rules (June 9, 2016)

By law No. 20.10(8)

Linkage (Cross-References)
>Bulletins (1)

Bulletin No. 3330 — By-Laws and Regulations — IDA Hearing Processes - Amendments to By-law
20 (September 20, 2004)
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>Notices (1)

Notice No. 16-0122 — Rules Notice - Notice of Approval/Implementation — Implementation of the
consolidated [IROC Enforcement, Examination and Approval Rules (June 9, 2016)

Rule 20.18
Linkage (Cross-References)
>Notices (2)

Notice No. 09-0268 — Rules Notice — Notice of Approval / Implementation — IIROC Dealer
Member Rule Amendments to Implement the CSA’s Registration Reform Project (September 16,
2009)

Notice No. 16-0122 — Rules Notice - Notice of Approval/Implementation — Implementation of the
consolidated IIROC Enforcement, Examination and Approval Rules (June 9, 2016)

Rule 20.22(3)
Linkage (Cross-References)
>Bulletins (1)

Bulletin No. 3330 — By-Laws and Regulations — IDA Hearing Processes - Amendments to By-law
20 (September 20, 2004)

>Notices (1)

Notice No. 16-0122 — Rules Notice - Notice of Approval/Implementation — Implementation of the
consolidated IIROC Enforcement, Examination and Approval Rules (June 9, 2016)

Linkage (Cross-References)
>Bulletins (1)

Bulletin No. 3016 — Suspension — Thomson Kernaghan & Co. Limited (July 11, 2002)
>Notices (1)

Notice No. 16-0122 — Rules Notice - Notice of Approval/Implementation — Implementation of the
consolidated IIROC Enforcement, Examination and Approval Rules (June 9, 2016)

Rule 20.55(3)

Linkage (Cross-References)
>Bulletins (1)

Bulletin No. 3330 — By-Laws and Regulations — IDA Hearing Processes - Amendments to By-law
20 (September 20, 2004)
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>Notices (1)

Notice No. 16-0122 — Rules Notice - Notice of Approval/Implementation — Implementation of the
consolidated IIROC Enforcement, Examination and Approval Rules (June 9, 2016)

Rule 20.51(2

Linkage (Cross-References)
>Bulletins (1)

Bulletin No. 3330 — By-Laws and Regulations — IDA Hearing Processes - Amendments to By-law
20 (September 20, 2004)

>Notices (1)

Notice No. 16-0122 — Rules Notice - Notice of Approval/Implementation — Implementation of the
consolidated IIROC Enforcement, Examination and Approval Rules (June 9, 2016)

By law No. 20.51(3

Linkage (Cross-References)
>Bulletins (1)

Bulletin No. 3330 — By-Laws and Regulations — IDA Hearing Processes - Amendments to By-law
20 (September 20, 2004)

>Notices (1)

Notice No. 16-0122 — Rules Notice - Notice of Approval/Implementation — Implementation of the
consolidated IIROC Enforcement, Examination and Approval Rules (June 9, 2016)
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RULE 21: NO ACTIONS AGAINST THE CORPORATION
21.1. Repealed.

Rule 21

Linkage (Cross-References)

>Bulletins (1)

Bulletin No. 3282 — By-Laws and Regulations — Elimination of District Association Auditors and
Alternate District Association Auditors — Effective 12 July 2004 (May 10, 2004)
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RULE 22: USE OF NAME OR LOGO: LIABILITIES: CLAIMS

22.1. Repealed.
22.2.  Repealed.
22.3. Repealed.

Rule 22
Linkage (Cross-References)
>Bulletins (1)

Bulletin No. 2930 — By-Laws and Regulations — By-Law 22, Use of Name: Liabilities: Claims, and
Regulation 700, Use of Name of the Association (December 17, 2001)

>Notices (1)

Notice No. 16-0133 — Rules Notice — Notice of Approval/Implementation — Dealer Member Rules —
Amendments Requiring Disclosure of Membership in [IROC (June 16, 2016)
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RULE 23: NOTICES

Except as required by Rules 23.2 to 23.5 any notice which is required or permitted by or pursuant to
the Rules shall be given in writing by hand delivery, mail, telegram, telex or any other similar form
of electric or electronic written communication, in each case with all charges prepaid, addressed to
the person, firm or corporation to whom or which such notice is directed at his or her, their or its
last known address. Any notice shall be deemed to be given on the day it is received except in the
case of prepaid mail in which case notice shall be deemed to be given on the fifth day after mailing.

A notice of hearing and particulars provided for in Rule 20.11 shall be served by personal service or
by registered mail to the attention of and addressed to the latest residence or business address shown
in the records of the Corporation for the person, firm or corporation to whom such notice of hearing
and particulars is directed.

A reply served on the Corporation must be served by personal service on or by registered mail to
the attention of the Corporation or any person designated in the notice of hearing and particulars.

If service of a notice of hearing and particulars cannot be effected on a person pursuant to the
requirements of Rule 23.2, the Corporation may prescribe any other manner of service that is likely
to bring the document to the attention of the person.

An affidavit of an employee or agent of the Corporation attesting that Rule 23.2 has been complied
with is sufficient proof of service.

73



24.1.
24.1A.
24.2.
24.3.

Repealed.
Repealed.
Repealed.
Repealed.

RULE 24: RULES AND FORMS
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RULE 25: INDEMNIFICATION

25.1. Repealed.
25.2. Repealed.
25.3. Repealed.
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RULE 26: SECTIONS OF THE CORPORATION

26.1. Repealed.
26.2.  Repealed.
26.3  Repealed.

Rule 26.3

Linkage (Cross-References)
>Bulletins (1)
Bulletin No. 2865 — By-Laws and Regulations — Amendment to By-law 26.3 (July 20, 2001)
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RULE 27: DEALER MEMBERS' RIGHTS RESPECTING CLIENTS' INDEBTEDNESS

27.1

Whenever a client is indebted to a Dealer Member all securities held by such Dealer Member for or
on account of such client shall (subject to the provisions of Form 1, Schedule 4, Note 8 and to the
provisions of any agreement between the Dealer Member and the client) be, to an amount
reasonably sufficient to secure said indebtedness, collateral security for the payment of such
indebtedness as may exist from time to time and such Dealer Member shall have the right from time
to time, in its discretion, to raise money on such securities and to carry such securities in its general
loans, and to pledge and repledge such securities in such manner and to such reasonable amount and
for such purpose as it may deem advisable; and if such Dealer Member shall deem it necessary for
its protection it shall have the right, in its discretion, to buy any or all securities of which such
client's account may be short or sell any or all securities held for or on account of such client and,
without in any way restricting the foregoing, shall have the right to recover from such client the
amount of the indebtedness or any part thereof remaining unpaid, either with or without realization
of the whole or any part of the securities.
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28.1.
28.2.
28.3.
28.4.
28.5.
28.6.
28.7.
28.8.
28.9.

Repealed.
Repealed.
Repealed.
Repealed.
Repealed.
Repealed.
Repealed.
Repealed.
Repealed.
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Rule 28

Linkage (Cross-References)

>Bulletins (3)

Bulletin No. 3325 — By-Laws and Regulations — IDA Hearing Processes - Amendments to By-law
20, amendments to corollary By-laws and establishment of Rules of Practice and Procedure

(September 2, 2004)

Bulletin No. 3282 — By-Laws and Regulations — Elimination of District Association Auditors and
Alternate District Association Auditors — Effective 12 July 2004 (May 10, 2004)

Bulletin No. 3035 — By-Laws and Regulations — Amendments to By-law 28 - Discretionary Fund
(formerly the Discretionary Trust Fund) (August 20, 2002)

Rule 28.4

Linkage (Cross-References)

>Bulletins (1)

Bulletin No. 2629 — By-Laws and Regulations — Amendment Regarding Discretionary Trust Fund -
By-law 28.4 (September 28, 1999)
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RULE 29: BUSINESS CONDUCT

Repealed.

During the period of distribution to the public (as that term is defined in the relevant securities
legislation) of any securities a Dealer Member shall not offer for sale or accept any offer to buy all
or any part of the securities acquired by such Dealer Member through its participation in such
distribution as an underwriter or as a member of a banking or selling group at a price or prices in
excess of the stated initial public offering price of such securities.

During such period of distribution to the public a Dealer Member shall make a bona fide offering of
the total amount of such participation to public investors. The term "public investors" does not
include any officer or employee of a bank, insurance company, trust company, investment fund,
pension fund or similar institutional body or the immediate families of any such officer or employee
of any such institution regularly engaged in the purchase or sale of securities for such institution,
unless such sales are demonstratively for bona fide personal investment in accordance with the
person's normal investment practice. For the purposes of this Rule 29.3 the term "normal
investment practice" shall mean the history of investment in an account with the Dealer Member
and if such history discloses a practice of purchasing mainly "hot issues" such record would not
constitute a "normal investment practice".

A Dealer Member shall give priority to orders for the accounts of customers of the Dealer Member
over all other orders for the same security at the same price. The phrase "orders for the accounts of
customers of the Dealer Member” shall not include an order for an account in which the Dealer
Member or an employee of the Dealer Member has an interest, direct or indirect, other than an
interest in a commission charged.

The period of distribution to the public in respect of any securities shall continue until the Dealer
Member shall have notified the applicable securities commission that it has ceased to engage in the
distribution to the public of such securities.

Every director of a corporation any of whose securities are held by the public has a fiduciary
obligation not to reveal any privileged information to anyone not authorized to receive it. Except to
the extent referred to in the third paragraph of this Rule 29.5, a director is not released from the
necessity of keeping information of this character to himself or herself until there has been full
public disclosure of such information, particularly when the information might affect the market
price of the corporation's securities. Any director of such corporation who is also a Director,
Executive or employee of a Dealer Member should recognize that his or her first responsibility in
this area is to the public corporation on whose board he or she serves and that he or she must, except
to the extent referred to in the third paragraph of this Rule 29.5, meticulously avoid any disclosure
of inside information to the Directors, Executives, employees, customers, or research or trading
departments of the Dealer Member.

Where a representative of a Dealer Member is not a director of a corporation but is acting in an
underwriting or advisory capacity to such corporation and is discussing confidential matters, his
or her responsibilities regarding disclosure are the same as those that would apply if such
representative were a director of such corporation.

With reference to the two preceding paragraphs of this Rule 29.5, a Director or a representative,
as the case may be, of a Dealer Member may consult with other personnel of the Dealer Member
if a matter requires such consultation but in this event adequate measures should be taken to
guard the confidential nature of the information to prevent its misuse within or outside the
organization of the Dealer Member and the responsibilities of any such other personnel regarding
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disclosure are the same as those that would apply if such personnel were directors of the relevant
corporation.

No Dealer Member or any Director, Executive or employee or shareholder of a Dealer Member
shall give, offer or agree to give or offer, directly or indirectly, to any partner, director, officer,
employee, shareholder or agent of a customer, or any associate of such persons, a gratuity,
advantage, benefit or any other consideration in relation to any business of the customer with the
Dealer Member, unless the prior written consent of the customer has first been obtained.

Definitions
For the purposes of this Rule 29.7;

“advertisement(s) or advertising” shall include television or radio commercials or
commentaries, newspaper and magazine advertisements or commentaries, and any published
material including materials disseminated or made available electronically promoting the business
of a Dealer Member.

“sales literature” shall include any written or electronic communication other than
advertisements and correspondence, distributed to or made generally available to a client or
potential client which includes a recommendation with respect to a security or trading strategy.
Sales literature includes but is not limited to records, videotapes and similar material, market
letters, research reports, circulars, promotional seminar text, telemarketing scripts and reprints or
excerpts of any other sales literature or published material, but does not include preliminary
prospectuses and prospectuses.

"correspondence" means any written or electronic business related communication prepared for
delivery to a single current or prospective client, and not for dissemination to multiple clients or
to the general public.

"trading strategy" means a broad general approach to investments including matters such as the
use of specific products, leverage, frequency of trading or a method of selecting particular
investments but does not include specific trade or sectoral weighting recommendations.

29.7 (1) No Dealer Member shall issue to the public, participate in or knowingly allow its name to be used

in respect of any advertisement, sales literature or correspondence, and no registered or Approved
Persons shall issue or send any advertisement, sales literature or correspondence in connection with
its or his or her business which:

(a) contains any untrue statement or omission of a material fact or is otherwise false or
misleading;

(b) contains an unjustified promise of specific results;

(©) uses unrepresentative statistics to suggest unwarranted or exaggerated conclusions, or

fails to identify the material assumptions made in arriving at these conclusions;

(d) contains any opinion or forecast of future events which is not clearly labeled as such;

(e) fails to fairly present the potential risks to the client;

) is detrimental to the interests of the public, the Corporation or its Dealer Members; or

(2) does not comply with any applicable legislation or the guidelines, policies or directives of

any regulatory authority having jurisdiction.
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29.7 (2) Each Dealer Member shall develop written policies and procedures that are appropriate for its size,
structure, business and clients for the review and supervision of advertisements, sales literature and
correspondence relating to its business. All such policies and procedures shall be approved by the
Corporation.

29.7 (3) The policies and procedures referred to in subsection (2) may provide that such review and
supervision will be done by pre-use approval, post use review or post use sampling, as appropriate
to the type of material. However, the following types of advertisements, sales literature or
correspondence must be approved prior to publication or use by one or more Supervisors
specifically designated to approve each specified type of material:

(a)
(b)
(©)
(d)
(e)
®

Research reports,

Market letters,

Telemarketing scripts,

Promotional seminar texts (not including educational seminar texts),
Original advertisements/original template advertisements; and

Any material used to solicit clients that contain performance reports or summaries.

29.7 (4) Where such policies and procedures do not require the approval of advertisements, sales literature
or correspondence prior to being issued, the Dealer Member must include provisions for the
education and training of registered and Approved Persons as to the Dealer Member’s policies and
procedures governing such materials as well as follow-ups to ensure that such procedures are
implemented and adhered to.

29.7(5) Copies of all advertisements, sales literature and correspondence and all records of supervision
under the policies and procedures required by subsection (2) shall be retained so as to be readily
available for inspection by the Corporation. All advertisements, sales literature and related
documents must be retained for a period of 2 years from the date of creation and all correspondence
and related documents must be retained for a period of 5 years from the date of creation.

29.7A.

)

@

©))

Ownership of Trade Name

Subject to subsection (7) all business carried on by a Dealer Member or by any person on its
behalf shall be in the name of the Dealer Member or a business or trade or style name owned
by the Dealer Member, an Approved Person in respect of the Dealer Member or an affiliated
corporation of either of them.

Approval of Trade Name

No Approved Person shall conduct any business in accordance with subsection (1) in a
business or trade or style name that is not owned by the Dealer Member or its affiliated
corporation unless the Dealer Member has given its prior written consent.

Notification of Trade Name

Prior to the use of any business or trade or style name other than the Dealer Member’s legal
name, the Dealer Member shall notify the Corporation.
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) Transfer of Trade Name

Prior to the transfer of a business or trade or style name to another Dealer Member, the
Dealer Member shall notify the Corporation.

o) Single Use of Trade Name

Except where Dealer Members are related or affiliated, no Dealer Member or Approved
Person shall use any business or trade or style name that is used by any other Dealer Member
unless the relationship with such other Dealer Member is that of an introducing
broker/carrying broker arrangement, pursuant to Rule 35.

6) Legal Name

The Dealer Member’s full legal name shall be included in all contracts, account statements
and confirmations.

@) Trade Name of Approved Person to Accompany Legal Name

A business or trade or style name used by an Approved Person may accompany, but not
replace, the full legal name of the Dealer Member on materials that are used to communicate
with the public. The Dealer Member’s legal name must be at least equal in size to the
business or trade or style name used by the Approved Person.

For greater certainty, "materials" that are used to communicate with the public include, but
are not limited to, the following:

(a)  Letterhead;
(b) Business Cards;
(¢) Invoices;
(d) Trade Confirmations;
(e) Monthly Statements;
(f) Websites;
(g) Research Reports; and
(h)  Advertisements.

()] Misleading Trade Name

No Dealer Member or Approved Person shall use any business or trade or style name that is
deceptive, misleading or likely to deceive or mislead the public.

) Prohibition on Use of Trade Name

The Corporation may prohibit a Dealer Member or Approved Person from using any business
or trade or style name in a manner that is contrary to the provisions of this Rule or is
objectionable or contrary to the public interest.

No Dealer Member shall impose on any customer or deduct from the account of any customer any
service fee or service charge relating to services provided by the Dealer Member for the
administration of the customer's account unless written notice shall have been given to the customer
on the opening of the account or not less than 60 days prior to the imposition or revision of the fee
or charge. For the purposes of this Rule, service fees or charges shall not include interest charged
by the Dealer Member in respect of the account and commissions charged for executing trades.
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Pre-trade disclosure of charges

1 Before a Dealer Member accepts an instruction from a client to purchase or sell a security
in an account other than a managed account, the Dealer Member must disclose to the
client:

(a) The charges the client will be required to pay, directly or indirectly, in respect of
the purchase or sale, or a reasonable estimate if the actual amount of the charges
is not known to the firm at the time of disclosure;

(b) In the case of a purchase to which deferred charges apply, that the client might be
required to pay a deferred sales charge on the subsequent sale of the security and
the fee schedule that will apply; and

(©) Whether the firm will receive trailing commissions in respect of the security.

2) Subsection 29.9(1) does not apply to a Dealer Member in respect of an instruction
involving:

(a) An Institutional Customer; or

(b) A client for whom the Dealer Member purchases or sells securities only as
directed by a registered adviser acting for the client.

Repealed.

29.11. No Dealer Member shall pay or make any payment on account or in respect of any debt owing by
such Dealer Member to any creditor of such Dealer Member contrary to the provisions of, or
otherwise fail to comply with, any subordination or other agreement to which such Dealer Member
and the Corporation are parties.

29.12.

Mutual Fund Sales Incentives

(a)

(b)

(c)

No Dealer Member or related company in respect of a Dealer Member, or partner,
Director, Officer, Registered Representative or Investment Representative or employee of
such Dealer Member or related company, shall accept from any person, directly or
indirectly, any non-cash sales incentive in connection with the sale or distribution of
mutual fund products.

No Dealer Member or related company in respect of a Dealer Member shall pay to any
partner, Director, Officer, Registered Representative, Investment Representative or
employee of such Dealer Member or related company any non-cash sales incentive in
connection with the sale or distribution of mutual fund products.

Nothing in this Rule shall prohibit a Dealer Member or related company in respect of a
Dealer Member or any partner, Director, Officer, Registered Representative, Investment
Representative or employee of such Dealer Member or related company from accepting
or paying, as the case may be:

(i)  Non-cash sales incentives earned or awarded for the internal incentive programme of

such Dealer Member for which eligibility is determined with respect to all services
and products offered by the Dealer Member;

(il) Commissions or fees payable in cash and calculated with reference only to particular

sales or volumes of sales of mutual fund securities;

(iii) Service fees or trailing commissions;
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(iv) Marketing materials; or

(v) Reasonable business promotion activities that are undertaken in the normal course
and take place in the locale where the recipient is employed or resides.

For the purposes of this Rule 29.12, the term "non-cash sales incentive" shall include,
without limitation, domestic or foreign trips, goods, services, gratuities, advantages,
benefits or any other non-cash consideration.

29.13. Premarketing

(a)

(b)

In this Rule 29.13 the expression:

"Bought Deal" means a transaction pursuant to an agreement under which an underwriter, as
principal, agrees to purchase securities from an issuer or selling security-holder with a view
to a distribution of such securities pursuant to the POP System (as defined in National Policy
Statement No. 47) or comparable system in any Canadian province and such agreement is
entered into prior to or contemporaneously with the filing of the preliminary short form
prospectus;

"Commencement of Distribution" means the time when a Dealer Member has had
distribution discussions which are of sufficient specificity that it is reasonable to expect that
the Dealer Member (alone or with other underwriters) will propose an underwriting of equity
securities to the issuer or selling security-holder;

"Distribution”" means a potential offering of equity securities which may proceed as a bought
deal;

"Distribution Discussions" means discussions by a Dealer Member with an issuer or a
selling security-holder, or with another underwriter that has had discussions with an issuer or
selling security-holder, concerning a distribution;

"Equity Security" means any security of an issuer that carries a residual right to participate
in earnings of the issuer and, upon liquidation or winding up of the issuer, in its assets and
includes a security convertible into an equity security. A security shall be deemed to be
convertible into an equity security if the rights attaching to the security include the right or
option to purchase, convert or exchange or otherwise acquire any equity security of the issuer
or any other security that itself includes the right or option to purchase, convert or exchange
or otherwise acquire any equity security of the issuer.

From the commencement of distribution until the earliest of

(i) The time at which the receipt for the preliminary prospectus in respect of the
distribution is issued;

(il)) The time at which a press release that announces the entering into of an enforceable
agreement in respect of the distribution is issued and filed in accordance with any
blanket ruling or order, or notice made pursuant to an existing blanket ruling or order,
of a securities regulatory authority of a province or territory of Canada and provided
that all of the conditions set forth in such blanket ruling or order or such notice and
its related blanket ruling or order are met; and

(iii)) The time at which the Dealer Member determines not to pursue the distribution

no member shall have communications with a person or company wherever resident which
are designed to have the effect of determining the interest of that person or company (or any
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person or company that it represents) in purchasing securities of the type that are the subject
of distribution discussions if such communications are undertaken by any Director, Officer,
employee or agent of the Dealer Member:

(A) Who participated in or had actual knowledge of the distribution discussions, or

(B) Whose communications were directed, suggested or induced by a person who
participated in or had actual knowledge of the distribution discussions or another
person acting directly or indirectly at or upon the direction, suggestion or inducement
of a person referred to in (B).

A press release is deemed to have been issued when it is disseminated in accordance with the
policies of applicable stock exchanges or, in the case of unlisted securities, when it is released
to Canada News-Wire or any other national news distribution service for distribution and is
deemed to have been filed when delivered or sent by facsimile to the relevant securities
regulatory authority of a province or territory of Canada.

No Dealer Member shall, in connection with a potential offering of equity securities,
have communications of the nature described in Rule 29.13(b) even if such
communications would otherwise be exempt from prospectus requirements of securities
law, unless the Dealer Member and the issuer or selling security-holder can demonstrate a
bona fide intention to distribute the securities pursuant to a prospectus exemption. The
restrictions referred to in Rule 29.13(b) shall apply from the time it is reasonable to
expect that a decision to abandon an exempt offering of equity securities in favour of a
prospectus offering will be taken.

No Dealer Member shall engage in market making or other principal trading activities in
securities that are the subject of distribution discussions if such activities are engaged in
by a person referred to in Rule 29.13(b)(A) or at or upon the direction, suggestion or
inducement of a person referred to in Rule 29.13(b)(A) or (B).

A Dealer Member involved in a distribution as an underwriter shall file a certificate with
respect to compliance with this Rule 29.13 in respect of such distribution with the
Corporation not later than three business days after the date the preliminary short form
prospectus (or equivalent document) with respect to such distribution is filed with the
principal jurisdiction (as defined in National Policy Statement No. 47). Such certificate
shall be signed by the chief executive officer of the Dealer Member or the next most
senior officer or by such other person as is fulfilling the duties of the chief executive
officer in his or her absence and shall be in such form and contain such information as
may from time to time be prescribed by the Corporation and approved by the Director of
Corporate Finance of the Ontario Securities Commission or his or her equivalent of any
member of the Canadian Securities Administrators who notifies the Corporation that
approval of the form of such certificate is required.
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CERTIFICATE

To: Investment Industry Regulatory Organization of Canada ("Corporation")

I (name), in my capacity as (title) of (dealer name) hereby certify on behalf of (dealer name), that (i)
policies and procedures are in place designed to ensure compliance with Rule 29.13, and (ii) to the best of
my knowledge, information and belief, after making, or having caused to be made, enquiries that I believe to
be appropriate, in connection with the distribution of securities of (issuer name), the preliminary prospectus
(or an equivalent document) for which was dated (date), from the commencement of distribution there have
not been any communications by (dealer name) undertaken by any Director, Officer, employee or agent of
(dealer name) with any person or company wherever resident about the interest that such person or
company or any person or company that it represented had in purchasing securities of the type that were the
subject of distribution discussions which would contravene Rule 29.13.

The terms "commencement of distribution" and "distribution discussions" used in this certificate have the
meanings given to those terms in Rule 29.13.

Dated at (city) this day of 20

Signature

Name

Title
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(a) Definitions. For the purposes of these Rules 29.14 to 29.25, the term:
"Applicable Securities Laws" means:

(i)  Ontario Securities Commission Rule 61-501 relating to Insider Bids, Issuer Bids,
Going Private Transactions and Related Party Transactions; and

(i)  section 190 of the Business Corporations Act (Ontario);

"Corporation Standards" means the disclosure standards specified in Rules 29.14 through
29.24;

"Fairness Opinion" means a report of a Valuer that contains the Valuer’s opinion as to the
fairness, from a financial point of view, of a transaction;

"Formal Valuation" means a report of a Valuer that contains the Valuer’s opinion as to the
value or range of values of the subject matter of the valuation;

"Professional Opinion" means a Formal Valuation or a Fairness Opinion;

"Subject Transaction" means an insider bid, issuer bid, going private transaction or related
party transaction as each such term is defined in Applicable Securities Laws; and

"Valuer" means the person who provides a Professional Opinion.

The terms "disclosure document", "interested party" and "prior valuation" as used in
these Rules 29.14 to 29.25 have the same respective meanings as in Applicable Securities
Laws.

(b) Repealed.
(©) Repealed.
(d) Repealed.
(e) Repealed.
® Repealed.
(2) Repealed.
(h) Repealed.
(1) Repealed.

No Dealer Member shall prepare a Professional Opinion in connection with a Subject Transaction
unless it complies with Corporation Standards.

Corporation Standards apply only to Professional Opinions that are prepared either pursuant to a
requirement of Applicable Securities Laws or for the express purpose of publication, in whole or in
part (including summaries thereof), in a disclosure document to be filed with any Canadian
securities regulatory authority or delivered to security holders in connection with their consideration
of the Subject Transaction. For greater certainty, Corporation Standards do not apply to Professional
Opinions (i) rendered in connection with transactions other than the Subject Transactions, whether
or not they are reproduced or summarized in a disclosure document, or (ii) reproduced or
summarized in a disclosure document in response to a legal or regulatory requirement for the
disclosure of prior valuations in respect of an issuer.
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The requirements relating to the preparation and disclosure of Professional Opinions prescribed
herein shall not be a substitute for the professional judgment and responsibility of the Valuer.
Compliance with the Corporation Standards, without the Valuer also exercising professional
judgment and responsibility regarding disclosure in a Professional Opinion, shall not be considered
compliance with Corporation Standards. Professional judgment and responsibility may, in
appropriate cases, justify a departure from the strict application of the requirements under the
Corporation Standards.

Professional Opinions prepared in connection with the Subject Transactions shall contain disclosure
sufficient to enable the directors and security holders of the particular issuer to understand the
principal judgments and principal underlying reasoning of the Valuer in its Professional Opinion so
as to form a reasoned view on the valuation conclusion or the opinion as to fairness expressed
therein.

A Valuer shall consider the level of disclosure described in Rules 29.20 through 29.24 when
considering the appropriate level of disclosure in a Professional Opinion concerning valuation
methodologies or matters not specifically addressed in such Rules but that are important in reaching
a valuation or fairness conclusion.

A Professional Opinion that is a Formal Valuation prepared by a Dealer Member shall disclose the
following information:

1. The identity and credentials of the Dealer Member, including the general experience of
the Dealer Member in valuing other businesses in the same or similar industries as the
business or issuer in question or similar transactions to the Subject Transaction, the
Dealer Member’s understanding of the specific marketable securities involved in the
Subject Transaction and the internal procedures followed by the Dealer Member to
ensure the quality of the Professional Opinion;

2. The date the Valuer was first contacted in respect of the Subject Transaction and the date
that the Valuer was retained;

3. The financial terms of the Valuer's retainer;

4. A description of any past, present or anticipated relationship between the Valuer and any

interested party or the issuer which may be relevant to the Valuer's independence for
purposes of the Applicable Securities Laws;

5. The subject matter of the Formal Valuation;
6. The effective date of the Formal Valuation;
7. A description of any specific adjustments that have been made in the Valuer's

conclusions by reason of an event or occurrence after the effective date;

8. The scope and purpose of the Formal Valuation, including the following statement:

"This Formal Valuation has been prepared in accordance with the Disclosure Standards for
Formal Valuations and Fairness Opinions of Investment Industry Regulatory Organization of
Canada but the Corporation has not been involved in the preparation or review of this
valuation.";

9. A description of the scope of the review conducted by the Valuer, including a summary
of the type of information reviewed and relied upon (such as the documents reviewed,
individuals interviewed, facilities visited, other expert reports considered and
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management representations concerning information requested and furnished to the
Valuer);

A description of any limitation on the scope of review and the implications of such
limitation on the Valuer's conclusions;

A description of the business, assets or securities being valued sufficient to allow the
reader to understand the valuation rationale and approach and the various factors
influencing value that were considered;

Definitions of the terms of value used in the Formal Valuation (such as "fair market

nn

value", "market value" and "cash equivalent value");

The wvaluation approach and methodologies considered, including the rationale for
valuing the business as a going concern or on a liquidation basis and the reasons for
selecting a particular valuation methodology and a summary of the key factors considered
in selecting the valuation approach and methodologies considered;

The key assumptions made by the Valuer;

Any distinctive material value that the Valuer has determined might accrue to an
interested party, whether this value is included in the value or range of values arrived at
for the subject matter of the Formal Valuation and the reasons for its inclusion or
exclusion;

A discussion of any prior bona fide offers or prior valuations or other material expert
reports considered by the Valuer pertaining to the subject matter of the transaction and,
where the Formal Valuation differs materially from any such prior valuation, an
explanation of the material differences where reasonably practicable to do so based on
the information contained in the prior valuation or, if it is not reasonably practicable to do
so, the reasons why it is not reasonably practicable to do so; and

The valuation conclusions reached and any qualifications or limitations to which such
conclusions are subject.

A Professional Opinion that is a Fairness Opinion prepared by a Dealer Member shall disclose the
following information:

L.

The identity and credentials of the Dealer Member, including the general experience of
the Dealer Member in providing Fairness Opinions in connection with transactions
similar to the Subject Transaction, the Dealer Member’s understanding of the specific
marketable securities involved in the Subject Transaction and the internal procedures
followed by the Dealer Member to ensure the quality of the Professional Opinion;

The date the Dealer Member was first contacted in respect of the Subject Transaction and
the date that the firm was retained;

The financial terms of the Dealer Member’s retainer;

A description of any past, present or anticipated relationship between the Dealer Member
and any interested party which may be relevant to the Dealer Member’s independence for
purposes of providing the Fairness Opinion;

The scope and purpose of the Fairness Opinion, including the following statement:

"This fairness opinion has been prepared in accordance with the Disclosure Standards for
Formal Valuations and Fairness Opinions of Investment Industry Regulatory Organization of
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Canada but the Corporation has not been involved in the preparation or review of this fairness
opinion.";

The effective date of the Fairness Opinion;

A description of the scope of the review conducted by the Dealer Member, including a
summary of the type of information reviewed and relied upon (such as the documents
reviewed, individuals interviewed, facilities visited, other expert reports considered and
management representations concerning information requested and furnished to the
Dealer Member);

A description of any limitation on the scope of review and the implications of such
limitation on the Dealer Member’s opinion or conclusion;

A description of the relevant business, assets or securities sufficient to allow the reader to
understand the rationale of the Fairness Opinion and the approach and various factors
influencing financial fairness that were considered;

A description of the valuation or appraisal work performed or relied upon in support of
the Dealer Member’s opinion or conclusion;

A discussion of any prior bona fide offer or prior valuation or other material expert report
considered by the Dealer Member in coming to the opinion or conclusion contained in the
Fairness Opinion;

The key assumptions made by the Dealer Member;
The factors the Dealer Member considered important in performing its fairness analysis;

The statement of opinion or conclusion as to the fairness, from a financial point of view,
of the Subject Transaction and the supporting reasons; and

Any qualifications or limitations to which the opinion or conclusion is subject.

If concern is expressed to a Dealer Member regarding the proposed disclosure in a Professional
Opinion of competitively or commercially sensitive information regarding an interested party or
issuer, the Dealer Member may seek a decision of the special committee of the issuer's independent
directors (the "special committee") as to whether the perceived detriment to an interested party, the
issuer or its security holders of the disclosure of such information in the Professional Opinion
outweighs the benefit of disclosure of such information to the readers of the Professional Opinion.
Compliance with any such decision of a special committee shall also constitute compliance with the
Corporation Standards in respect of the matters that are the subject of the decision.

A Professional Opinion that is a Formal Valuation prepared by a Dealer Member in connection with

a Subject Transaction shall disclose the following:

1.

Annual Financial Information. Unless otherwise disclosed through the Canadian
continuous disclosure obligations of the issuer or in a disclosure document published in
connection with the transaction to which the Professional Opinion applies, the
Professional Opinion shall disclose a summary of selected material financial information
derived from the most recent year-end balance sheet and income statement and statement
of changes in financial position for the most recently completed fiscal year as well as
from the balance sheet, income statement and statement of changes in financial position
for the immediately preceding fiscal year.
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Interim Financial Information. Unless otherwise disclosed through the Canadian
continuous disclosure obligations of the issuer or in a disclosure document published in
connection with the transaction to which the Professional Opinion applies, the
Professional Opinion shall disclose a summary of selected material financial information
derived from the most recent interim balance sheet (if any), income statement and
statement of changes in financial position for the current fiscal year and the comparable
statements for the same interim period of the immediately preceding fiscal year.

Discussion of Historical Financial Statements or Financial Position. The Professional
Opinion shall include comment on material items or changes in the issuer's financial
statements together with appropriate commentary on items which may have particular
relevance to the Professional Opinion. Examples of such items include unusual capital
structures, unrecognized tax-loss carryforwards and redundant assets.

Future-Oriented Financial Information. To the extent that the Valuer has relied upon
future-oriented financial information ("FOFI"), the Valuer shall disclose the FOFI, at
least in summary form, unless otherwise determined by a decision of the special
committee referred to in Rule 29.22. To the extent that the FOFI relied upon by the
Valuer varies materially from the FOFI provided to the Valuer by the issuer or the
interested party, the Valuer shall disclose the nature and extent of such differences and
the rationale of the Valuer supporting its judgments.

FOFI Assumptions. To the extent that FOFI is relied upon (whether or not the FOFI itself
is disclosed), key financial assumptions (such as sales, growth rates, operating profit
margins, major expense items, interest rates, tax rates, depreciation rates, etc.), together
with a brief statement supporting the rationale for each specific assumption, shall also be
disclosed, unless otherwise determined by a decision of the special committee referred to
in Rule 29.22.

Economic Assumptions. Any key economic assumptions having a material impact on the
Professional Opinion shall be disclosed, noting the authoritative source used by the
Valuer, including interest rates, exchange rates and general economic prospects in the
relevant markets.

Valuation Approach, Methodologies and Analysis. The Professional Opinion shall set out
the valuation approach and methodologies adopted by the Valuer, together with the
principal judgments made in selecting a particular approach or methodology, a
comparison of valuation calculations and conclusions arrived at through the different
methods considered and the relative importance of each methodology in arriving at the
overall valuation conclusion. Depending upon the valuation techniques used by the
Valuer, the specific information referred to in items 8 through 12 below shall be
disclosed.

Discounted Cash Flow Approach. The Professional Opinion shall include a discussion of
all relevant qualitative and quantitative judgments used to calculate discount rates,
multiples and capitalization rates. If the Capital Asset Pricing Model is used, disclosure
shall include the basis for determining the discount rate including the risk-free rate,
market risk premium, beta, tax rates and debt-to-equity capital structure assumed. The
Valuer shall also disclose the basis for the determination of the terminal/residual value
together with the underlying assumptions made. The source of the financial data which
formed the basis of the discounted cash flow analysis, summary of major assumptions (if
not already disclosed) and the details and sources of any economic statistics, commodity
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prices and market forecasts used in the valuation approach shall also be disclosed. In
addition, a summary of the sensitivity variables considered and the general results of the
application of such sensitivity analysis shall be disclosed along with an explanation of
how such sensitivity analysis was used in the determination of the range of valuation
estimates resulting from the discounted cash flow approach. Where the nature of the
FOFI and the subject matter of the valuation make it reasonably practicable and
meaningful to do so, selected quantitative sensitivity analyses performed by the Valuer
shall be disclosed to illustrate the effects of variations in the key assumptions on the
valuation results. In determining whether quantitative sensitivity analyses would be
meaningful to the reader of the Professional Opinion, the Valuer shall consider whether
such analyses adequately reflects the Valuer's judgment concerning the inter-relationship
of the key underlying assumptions.

9. Asset Based Valuation Approach. The Professional Opinion shall separately disclose the
values of each significant asset and liability including off-balance sheet items (unless
otherwise determined by a decision of the special committee referred to in Rule 29.22). If
a liquidation-based valuation approach has been utilized, the Professional Opinion shall
set out the liquidation values for each significant asset and liability together with
summary estimates for significant liquidation costs.

10. Comparable Transaction Approach. The Professional Opinion shall disclose (preferably
in tabular form) a list of relevant transactions involving businesses the Valuer considers
similar or comparable to the business being valued. Adequate disclosure shall include the
date of the transaction, a brief descriptive note, and relevant multiples implicit in the
transaction which may include earnings before interest and taxes ("EBIT"), earnings
before interest, taxes depreciation and amortization ("EBITDA"), earnings, cash flow and
book value multiples and take-over premium percentages. In the body of the Professional
Opinion there shall be a discussion of such transactions together with an explanation as to
how such transactions were used by the Valuer in arriving at a valuation conclusion with
regard to the comparable transaction approach.

11. Comparable Trading Approach. The Professional Opinion shall disclose (preferably in
tabular form) a list of relevant publicly traded companies the Valuer considers similar or
comparable to the business being valued. Adequate disclosure shall include the date of
the market data, the relevant fiscal periods for the comparable company, a brief
descriptive note regarding the comparable company and relevant multiples implicit in the
trading data which may include EBIT, EBITDA, earnings, cash flow and book value
multiples. In the body of the Professional Opinion there shall be a discussion as to the
comparability of such companies, together with an explanation as to how such data was
used by the Valuer in arriving at a valuation conclusion with regard to the comparable
trading approach.

12. Valuation Conclusions. The Valuer shall develop a final valuation range by using a single
valuation methodology or some combination of value conclusions determined under
different methodologies/approaches. The Professional Opinion shall include a
comparison of the valuation ranges developed under each methodology and a discussion
of the reasoning in support of the Valuer's final conclusion.

29.24 A Professional Opinion that is a Fairness Opinion prepared by a Dealer Member in connection with
a Subject Transaction shall include the following:
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1. Fairness Opinion Valuation Analyses. While it is generally acknowledged that both the
scope and the objectives of a Fairness Opinion differ from those of a Formal Valuation
(whether or not the Fairness Opinion is delivered in a transaction where a Formal
Valuation exemption is being relied upon), a Fairness Opinion shall include a general
description of any valuation analysis performed by the opinion provider or specific
disclosure of a valuation opinion of another Valuer which is being relied upon. However,
the opinion provider is not required to reach or disclose specific conclusions as to a
valuation range or ranges in a Fairness Opinion.

2. Fairness Conclusions. The specific reasons for the conclusion that the Subject
Transaction is fair or not fair to security holders, from a financial point of view, shall be
set out in the conclusion section of the Professional Opinion. Support for each of these
specific reasons shall be contained in the body of the Professional Opinion in sufficient
detail to allow the reader of the opinion to understand the principal judgments and
principal underlying reasoning of the opinion provider in reaching its opinion as to the
fairness of the transaction.

29.25 Repealed.
29.26

(1

(a) Each Dealer Member, or partner, Director, or Officer or Approved Person of a Dealer
Member shall provide to each client a Leverage Risk Disclosure Statement:

1) at the time a new account is opened,

i)  when a recommendation is made to a client to purchase securities using,
in whole or in part, borrowed money, or

iii)  when the Dealer Member, partner, Director, Officer of Approved Person
of the Dealer Member becomes aware of a client’s intent to purchase
securities using, in whole or in part, borrowed money.

(b) The Dealer Member or partner, Director, Officer or Approved Person of the Dealer
Member is not required to comply with subsection (a)(ii)or (iii) if within the
preceding six month period a Leverage Risk Disclosure Statement has been provided
to the client.

(c) The Leverage Risk Disclosure Statement shall be in substantially the following
words:

Using borrowed money to finance the purchase of securities involves greater risk
than using cash resources only. If you borrow money to purchase securities, your
responsibility to repay the loan and pay interest as required by its terms remains the
same even if the value of the securities purchased declines.

2) Section 29.26(1) does not apply to the purchase of securities by a client on margin if the
client’s margin account is operated in accordance with the Rules of the Corporation.

29.27 Repealed.
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29.28 Membership Disclosure Requirements in the Canadian Investor Protection Fund for Dealer
Members

A Dealer Member must disclose to its clients, in accordance with the CIPF Disclosure Policy,
membership in the Canadian Investor Protection Fund and the coverage available for eligible
accounts.

Rule 29

Linkage (Cross-References)
>Notices (1)

Notice No. 09-0268 — Rules Notice — Notice of Approval / Implementation — IIROC Dealer
Member Rule Amendments to Implement the CSA’s Registration Reform Project (September 16,
2009)

Rule 29.1

Linkage (Cross-References)
>Notices (9)

Notice No. 16-0122 — Rules Notice - Notice of Approval/Implementation — Implementation of the
consolidated IIROC Enforcement, Examination and Approval Rules (June 9, 2016)

Notice No. 14-0073 — Rules Notice — Guidance Note — Use of Business Titles and Financial
Designations (March 24, 2014)

Notice No. 09-0268 — Rules Notice — Notice of Approval / Implementation — [IROC Dealer
Member Rule Amendments to Implement the CSA’s Registration Reform Project (September 16,
2009)

MRO0434 — Other Business Activities (November 17, 2006)

MRO0418 — Improper Sales Practices (August 21, 2006)

MRO0361 — Unilateral Mutual Fund Substitutions (July 20, 2005)

MRO0320 — Regulation SHO Under Securities Exchange Act of 1934 (December 2, 2004)
MRO0282 — Positive Affirmation Rule (April 13, 2004)

MRO0045 — Solicitation Fees (October 23, 2000)

Rule 29.3A

Linkage (Cross-References)
>Notices (2)

MRO0279 — Client Priority in TSX Venture Private Placements Suggested Procedures (March 29,
2004)

MR0267 — Client Priority in TSX Venture Private Placements (January 27, 2004)


http://www.iiroc.ca/Documents/2009/FFAEB652-0BD1-453D-85A4-F50D757BD425_en.pdf
http://www.iiroc.ca/Documents/2016/d2763a6a-eaef-4c47-ba4d-e44c3bfaaf79_en.pdf
http://www.iiroc.ca/Documents/2014/3254a1ea-88c7-4ebb-b00c-4167f2708b67_en.pdf
http://www.iiroc.ca/Documents/2009/FFAEB652-0BD1-453D-85A4-F50D757BD425_en.pdf
http://www.iiroc.ca/RuleBook/MRNotices/2006/MR0434_en.pdf
http://www.iiroc.ca/RuleBook/MRNotices/2006/MR0418_en.pdf
http://www.iiroc.ca/RuleBook/MRNotices/2005/MR0361_en.pdf
http://www.iiroc.ca/RuleBook/MRNotices/2004/MR0320_en.pdf
http://www.iiroc.ca/RuleBook/MRNotices/2004/MR0282_en.pdf
http://www.iiroc.ca/RuleBook/MRNotices/2000/MR0045_en.pdf
http://www.iiroc.ca/RuleBook/MRNotices/2004/MR0279_en.pdf
http://www.iiroc.ca/RuleBook/MRNotices/2004/MR0267_en.pdf

April 22,2021
IIROC Dealer Member Rules

Rule 29.5

Linkage (Cross-References)
>Notices (1)

Notice No. 09-0268 — Rules Notice — Notice of Approval / Implementation — IIROC Dealer
Member Rule Amendments to Implement the CSA’s Registration Reform Project (September 16,
2009)

Rule 29.6

Linkage (Cross-References)
>Notices (1)

Notice No. 09-0268 — Rules Notice — Notice of Approval / Implementation — IIROC Dealer
Member Rule Amendments to Implement the CSA’s Registration Reform Project (September 16,
2009)

Rule 29.7

Linkage (Cross-References)
>Bulletins (1)

Bulletin No. 3270 — By-Laws and Regulations — By-law 29.7 Advertisements, Sales Literature and
Correspondence (April 12, 2004)

>Notices (6)

Notice No. 14-0073 — Rules Notice — Guidance Note — Use of Business Titles and Financial
Designations (March 24, 2014)

Notice No. 11-0349 — Rules Notice — Guidance Note — Guidelines for the review, supervision and
retention of advertisements, sales literature and correspondence (December 7, 2011)

Notice No. 09-0268 — Rules Notice — Notice of Approval / Implementation — [IROC Dealer

Member Rule Amendments to Implement the CSA’s Registration Reform Project (September 16,
2009)

Notice No. 09-0172 — Rules Notice — Guidance Note — Sales Practice Obligations Relating to
Leveraged and Inverse Exchange-Traded Funds (June 12, 2009)

MRO0281 — Guidelines for the Review of Advertisements, Sales Literature and Correspondence
(April 12, 2004)

MRO0248 — Policy No. 11 (October 27, 2003)

Rule 29.7A
Linkage (Cross-References)
>Bulletins (1)

Bulletin No. 2904 — By-Laws and Regulations — By-Law 29.7A Trade Names (November 13,
2001)

>Notices (1)


http://www.iiroc.ca/Documents/2009/FFAEB652-0BD1-453D-85A4-F50D757BD425_en.pdf
http://www.iiroc.ca/Documents/2009/FFAEB652-0BD1-453D-85A4-F50D757BD425_en.pdf
http://www.iiroc.ca/RuleBook/Bulletins/2004/B3270_en.pdf
http://www.iiroc.ca/Documents/2014/3254a1ea-88c7-4ebb-b00c-4167f2708b67_en.pdf
http://www.iiroc.ca/Documents/2011/dbed7d6a-ed1c-4a8b-b3d9-bef60412aa27_en.pdf
http://www.iiroc.ca/Documents/2009/FFAEB652-0BD1-453D-85A4-F50D757BD425_en.pdf
http://www.iiroc.ca/Documents/2009/E786AB09-D19F-41B5-A63E-496352FF040C_en.pdf
http://www.iiroc.ca/RuleBook/MRNotices/2004/MR0281_en.pdf
http://www.iiroc.ca/RuleBook/MRNotices/2003/MR0248_en.pdf
http://www.iiroc.ca/RuleBook/Bulletins/2001/B2904_en.pdf

April 22,2021
IIROC Dealer Member Rules

Notice No. 09-0268 — Rules Notice — Notice of Approval / Implementation — IIROC Dealer
Member Rule Amendments to Implement the CSA’s Registration Reform Project (September 16,
2009)

By law No. 29.7A(3)
Linkage (Cross-References)
>Notices (1)
MRO0327 — Trade Names (January 5, 2005)

Rule 29.9

Linkage (Cross-References)
>Notices (2)

Notice No. 14-0133 — Rules Notice — Notice of Approval / Implementation — Client Relationship
Model - Phase 2 Performance Reporting and Fee / Charge Disclosure amendments to Dealer Member
Rules 29, 200 and 3500 and to Dealer Member Form 1 (May 29, 2014)

Notice No. 11-0256 — Rules Notice — Notice of Approval / Implementation — Over-the-counter
securities fair pricing rule and confirmation disclosure requirements (September 1, 2011)

Rule 29.10

Linkage (Cross-References)
>Notices (1)

Notice No. 11-0256 — Rules Notice — Notice of Approval / Implementation — Over-the-counter
securities fair pricing rule and confirmation disclosure requirements (September 1, 2011)

Rule 29.12

Linkage (Cross-References)
>Notices (1)

Notice No. 09-0268 — Rules Notice — Notice of Approval / Implementation — I[IROC Dealer

Member Rule Amendments to Implement the CSA’s Registration Reform Project (September 16,
2009)

RUICPLRR]

Linkage (Cross-References)
>Notices (1)

Notice No. 09-0268 — Rules Notice — Notice of Approval / Implementation — IIROC Dealer
Member Rule Amendments to Implement the CSA’s Registration Reform Project (September 16,
2009)

96


http://www.iiroc.ca/Documents/2009/FFAEB652-0BD1-453D-85A4-F50D757BD425_en.pdf
http://www.iiroc.ca/RuleBook/MRNotices/2005/MR0327_en.pdf
http://www.iiroc.ca/Documents/2014/a3338662-a419-45cf-bb73-98da58f5e82d_en.pdf
http://www.iiroc.ca/Documents/2011/2de65b7e-0866-4e35-b760-468c54007592_en.pdf
http://www.iiroc.ca/Documents/2011/2de65b7e-0866-4e35-b760-468c54007592_en.pdf
http://www.iiroc.ca/Documents/2009/FFAEB652-0BD1-453D-85A4-F50D757BD425_en.pdf
http://www.iiroc.ca/Documents/2009/FFAEB652-0BD1-453D-85A4-F50D757BD425_en.pdf

April 22,2021
IIROC Dealer Member Rules

Rule 29.14

Linkage (Cross-References)
>Bulletins (1)

Bulletin No. 2827 — By-Laws and Regulations — By-law Amendments 29.14 to 29.25: Disclosure
Standards for Formal Valuations and Fairness Opinions in Transactions Governed by OSC Rule 61-
501 Now in Force (March 5, 2001)

>Notices (3)

Notice No. 16-0133 — Rules Notice — Notice of Approval/Implementation — Dealer Member Rules —
Amendments Requiring Disclosure of Membership in [IROC (June 16, 2016)

Notice No. 09-0268 — Rules Notice — Notice of Approval / Implementation — IIROC Dealer
Member Rule Amendments to Implement the CSA’s Registration Reform Project (September 16,
2009)

MRO0281 — Guidelines for the Review of Advertisements, Sales Literature and Correspondence
(April 12, 2004)

Linkage (Cross-References)
>Notices (1)
MRO0087 — Consolidated Statements (August 2, 2001)

Rule 29.15
Linkage (Cross-References)
>Bulletins (1)

Bulletin No. 2827 — By-Laws and Regulations — By-law Amendments 29.14 to 29.25: Disclosure
Standards for Formal Valuations and Fairness Opinions in Transactions Governed by OSC Rule 61-
501 Now in Force (March 5, 2001)

Rule 29.16
Linkage (Cross-References)
>Bulletins (1)

Bulletin No. 2827 — By-Laws and Regulations — By-law Amendments 29.14 to 29.25: Disclosure
Standards for Formal Valuations and Fairness Opinions in Transactions Governed by OSC Rule 61-
501 Now in Force (March 5, 2001)


http://www.iiroc.ca/RuleBook/Bulletins/2001/B2827_en.pdf
http://www.iiroc.ca/Documents/2016/8d02851d-397b-4fc8-9037-1feb4f027715_en.pdf
http://www.iiroc.ca/Documents/2009/FFAEB652-0BD1-453D-85A4-F50D757BD425_en.pdf
http://www.iiroc.ca/RuleBook/MRNotices/2004/MR0281_en.pdf
http://www.iiroc.ca/RuleBook/MRNotices/2001/MR0087_en.pdf
http://infocentrehttp/www.iiroc.ca/RuleBook/Bulletins/2001/B2827_en.pdf
http://infocentrehttp/www.iiroc.ca/RuleBook/Bulletins/2001/B2827_en.pdf

April 22,2021
IIROC Dealer Member Rules

Rule 29.17

Linkage (Cross-References)
>Bulletins (1)

Bulletin No. 2827 — By-Laws and Regulations — By-law Amendments 29.14 to 29.25: Disclosure
Standards for Formal Valuations and Fairness Opinions in Transactions Governed by OSC Rule 61-
501 Now in Force (March 5, 2001)

Rule 29.18

Linkage (Cross-References)
>Bulletins (1)

Bulletin No. 2827 — By-Laws and Regulations — By-law Amendments 29.14 to 29.25: Disclosure
Standards for Formal Valuations and Fairness Opinions in Transactions Governed by OSC Rule 61-
501 Now in Force (March 5, 2001)

Rule 29.19

Linkage (Cross-References)
>Bulletins (1)

Bulletin No. 2827 — By-Laws and Regulations — By-law Amendments 29.14 to 29.25: Disclosure
Standards for Formal Valuations and Fairness Opinions in Transactions Governed by OSC Rule 61-
501 Now in Force (March 5, 2001)

Rule 29.20

Linkage (Cross-References)
>Bulletins (1)

Bulletin No. 2827 — By-Laws and Regulations — By-law Amendments 29.14 to 29.25: Disclosure
Standards for Formal Valuations and Fairness Opinions in Transactions Governed by OSC Rule 61-
501 Now in Force (March 5, 2001)

Rule 29.21

Linkage (Cross-References)
>Bulletins (1)

Bulletin No. 2827 — By-Laws and Regulations — By-law Amendments 29.14 to 29.25: Disclosure
Standards for Formal Valuations and Fairness Opinions in Transactions Governed by OSC Rule 61-
501 Now in Force (March 5, 2001)

98


http://infocentrehttp/www.iiroc.ca/RuleBook/Bulletins/2001/B2827_en.pdf
http://infocentrehttp/www.iiroc.ca/RuleBook/Bulletins/2001/B2827_en.pdf
http://infocentrehttp/www.iiroc.ca/RuleBook/Bulletins/2001/B2827_en.pdf
http://infocentrehttp/www.iiroc.ca/RuleBook/Bulletins/2001/B2827_en.pdf
http://infocentrehttp/www.iiroc.ca/RuleBook/Bulletins/2001/B2827_en.pdf

April 22,2021
IIROC Dealer Member Rules

Rule 29.22

Linkage (Cross-References)
>Bulletins (1)

Bulletin No. 2827 — By-Laws and Regulations — By-law Amendments 29.14 to 29.25: Disclosure
Standards for Formal Valuations and Fairness Opinions in Transactions Governed by OSC Rule 61-
501 Now in Force (March 5, 2001)

Rule 29.23

Linkage (Cross-References)
>Bulletins (1)

Bulletin No. 2827 — By-Laws and Regulations — By-law Amendments 29.14 to 29.25: Disclosure
Standards for Formal Valuations and Fairness Opinions in Transactions Governed by OSC Rule 61-
501 Now in Force (March 5, 2001)

Rule 29.24

Linkage (Cross-References)
>Bulletins (1)

Bulletin No. 2827 — By-Laws and Regulations — By-law Amendments 29.14 to 29.25: Disclosure
Standards for Formal Valuations and Fairness Opinions in Transactions Governed by OSC Rule 61-
501 Now in Force (March 5, 2001)

Rule 29.25

Linkage (Cross-References)
>Bulletins (1)

Bulletin No. 2827 — By-Laws and Regulations — By-law Amendments 29.14 to 29.25: Disclosure
Standards for Formal Valuations and Fairness Opinions in Transactions Governed by OSC Rule 61-
501 Now in Force (March 5, 2001)

Rule 29.26
Linkage (Cross-References)

>Bulletins (1)

Bulletin No. 3009 — By-Laws and Regulations — By-Law 29.26--Leverage Disclosure (June 17,
2002)

>Notices (1)

99


http://infocentrehttp/www.iiroc.ca/RuleBook/Bulletins/2001/B2827_en.pdf
http://infocentrehttp/www.iiroc.ca/RuleBook/Bulletins/2001/B2827_en.pdf
http://infocentrehttp/www.iiroc.ca/RuleBook/Bulletins/2001/B2827_en.pdf
http://infocentrehttp/www.iiroc.ca/RuleBook/Bulletins/2001/B2827_en.pdf
http://www.iiroc.ca/RuleBook/Bulletins/2002/B3009_en.pdf

April 22,2021
IIROC Dealer Member Rules

Notice No. 09-0268 — Rules Notice — Notice of Approval / Implementation — IIROC Dealer
Member Rule Amendments to Implement the CSA’s Registration Reform Project (September 16,
2009)

Rule 29.27

Linkage (Cross-References)
>Bulletins (1)

Bulletin No. 2971 — By-Laws and Regulations — By-law 29.27—Supervision and Compliance
(March 15, 2002)

>Notices (3)

Notice No. 09-0370 — Rules Notice — Guidance Note — Best Practices for Head Office Supervision
of Branch Offices (December 22, 2009)

Notice No. 09-0268 — Rules Notice — Notice of Approval / Implementation — I[IROC Dealer

Member Rule Amendments to Implement the CSA’s Registration Reform Project (September 16,
2009)

Notice No. 09-0086 — Rules Notice — Request for Comments — Response to comments received on
draft guidance notice: “Best practices for product due diligence” (March 23, 2009)

Rule 29.28

Linkage (Cross-References)
>Notices (1)

Notice No. 16-0133 — Rules Notice — Notice of Approval/Implementation — Dealer Member Rules —
Amendments Requiring Disclosure of Membership in [IROC (June 16, 2016)

100


http://www.iiroc.ca/Documents/2009/FFAEB652-0BD1-453D-85A4-F50D757BD425_en.pdf
http://www.iiroc.ca/RuleBook/Bulletins/2002/B2971_en.pdf
http://www.iiroc.ca/Documents/2009/D97FA5C6-8532-4D47-B6BC-40A0AF279A9A_en.pdf
http://www.iiroc.ca/Documents/2009/FFAEB652-0BD1-453D-85A4-F50D757BD425_en.pdf
http://www.iiroc.ca/Documents/2009/555D780F-9EEA-4D13-BBBD-4F6516A44D8F_en.pdf
http://www.iiroc.ca/Documents/2016/8d02851d-397b-4fc8-9037-1feb4f027715_en.pdf

30.1.

30.2

30.3.

April 22, 2021
IIROC Dealer Member Rules

RULE 30: EARLY WARNING SYSTEM

A Dealer Member shall be designated in early warning level 1 or level 2 according to its capital,
profitability and liquidity position from time to time and frequency of designation or at the
discretion of the Corporation as provided in this Rule 30. The terms and definitions used in this
Rule shall have the same meanings as used in Statement C and Schedules 13 and 13A to Form 1 of
the Corporation, unless otherwise defined in the Rules or the context requires, and reference shall be
made to such Statement and Schedules in interpreting this Rule 30.

LEVEL 1.

A Dealer Member shall be designated in early warning level 1 if at any time:
Liquidity
Its early warning reserve is a negative number; or
Capital
Its risk adjusted capital is less than 5% of total margin required; or
Profitability
1. The quotients obtained by dividing each of
(a) Risk adjusted capital as at the date of calculation; and
(b) Risk adjusted capital as at the end of the preceding month.

By the average of the net profit or loss (before interest on internal subordinated
debt, bonuses, income taxes and extraordinary items) for the six month periods
ending with (i) the current month and (ii) the preceding month, respectively,
where such average is a loss, are both greater than or equal to three but less than
Six, or

(c) The quotient obtained using the number in paragraph (a) as a divisor is greater than
or equal to three but less than six and the quotient using the number in paragraph (b)
as a divisor is less than three; or

2. The risk adjusted capital at the time of calculation is less than six times the net loss (as
defined above) for the current month; or

Discretionary

The condition of the Dealer Member, in the sole discretion of the Corporation, is not satisfactory
for any reason including, without limitation, financial or operating difficulties, problems arising
from record keeping conversion or significant changes in clearing methods, the fact that the
Dealer Member is a new Dealer Member or the Dealer Member has been late in any filing or
reporting required pursuant to the Rules.

If a Dealer Member is designated in early warning level 1 then, notwithstanding the provisions of
any Rule (other than Rule 30.5) or Ruling of the Corporation, the following provisions shall apply:

(1) The chief executive officer and chief financial officer of the Dealer Member shall
immediately deliver to the Corporation a letter containing the following;:

(1)  Advice of the fact that any of the circumstances in Rule 30.2 are applicable;
(2)  An outline of the problems associated with the circumstances referred to in (1);
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An outline of the proposal of the Dealer Member to rectify the problems identified;
and

An acknowledgement that the Dealer Member is in early warning category and that
the restrictions contained in Rule 30.3(iv) apply;

A copy of which letter shall be provided to the Dealer Member’s auditor and to the Canadian
Investor Protection Fund;

The Corporation shall immediately designate the Dealer Member as being in an early
warning category level 1 and shall deliver to the chief executive officer and chief
financial officer a letter containing the following:

M

2

3)

“)

)

Advice that the Dealer Member is designated as being in early warning category level
1 .

b

A request that the Dealer Member file its next monthly financial report required
pursuant to Rule 16.2 no later than 15 business days or, in the discretion of the
Corporation if he or she considers it to be practicable, such earlier time following the
end of the relevant month;

A request that the Dealer Member respond to the letter as required under paragraph
(iii) and that such response, together with the notice received pursuant to paragraph
(i), will be forwarded to the Canadian Investor Protection Fund and may be
forwarded to any securities commission having jurisdiction over the Dealer Member;

Advice that the restrictions referred to in paragraph (iv) shall apply to the Dealer
Member;

Such other information as the Corporation shall consider relevant;

The chief executive officer and the chief financial officer of the Dealer Member shall
respond by letter signed by them both within five business days of receipt of the letter
referred to in paragraph (ii), with a copy to be sent to the Dealer Member’s auditor,
containing the information and acknowledgement required pursuant to paragraphs (1)(2),
(3) and (4), to the extent not previously provided, or an update of such information if any
material circumstances or facts have changed.

If and so long as the Dealer Member remains designated as being in an early warning
category, it shall not without the prior written consent of the Corporation:

(M

2

3)

“)

Reduce its capital in any manner including by redemption, re-purchase or
cancellation of any of its shares;

Reduce or repay any indebtedness which has been subordinated with the approval of
the Corporation;

Directly or indirectly make any payments by way of loan, advance, bonus, dividend,
repayment of capital or other distribution of assets to any director, officer, partner,
shareholder, related company, affiliate or associate; or

Increase its non-allowable assets (as specified by the Corporation) unless a prior
binding commitment to do so exists or enter into any new commitments which would
have the effect of materially increasing the non-allowable assets of the Dealer
Member;
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v) If and so long as the Dealer Member remains designated as being in an early warning
category it shall continue to file its monthly financial reports within the time specified
pursuant to clause (2) of Rule 30.3(ii);

(vi) As soon as practicable after the Dealer Member is designated as being in an early
warning category, the Corporation shall conduct an on-site review of the Dealer
Member’s procedures for monitoring capital on a daily basis and prepare a report as to
the results of the review.

The Corporation shall also report monthly to the applicable District Council of the Corporation of
the fact that a Dealer Member has been designated as being in an early warning category level 1
without naming the Dealer Member.

No Dealer Member shall enter into any transaction or take any action, as described in any of sub-
clauses (1), (2), (3) or (4) of clause (iv) of this Rule 30.3 which, when completed, would have or
would reasonably be expected to have the effect on the Dealer Member as described in any of
paragraphs (a), (b), (¢) or (d), without first notifying the Corporation in writing of its intention to
do so and receiving the written approval of the Corporation prior to implementing such
transaction or action.

LEVEL 2.
A Dealer Member shall be designated in early warning level 2 if at any time:
Liquidity
Its early warning excess is a negative number; or
Capital
Its risk adjusted capital is less than 2% of total margin required; or
Profitability
1. The quotients obtained by dividing each of
(a) Risk adjusted capital as at the date of calculation; and
(b) Risk adjusted capital as at the end of the preceding month,

By the average of the net profit or loss (before interest on internal subordinated debt, bonuses,
income taxes and extraordinary items) for the six month periods ending with (i) the current
month and (ii) the preceding month, respectively, where such average is a loss, are

(c) Both less than three, or

(d) The quotient obtained by using the number in paragraph (b) as a divisor is greater
than or equal to three but less than six, and the quotient obtained by using the number
in paragraph (a) is less than three, or

2. The risk adjusted capital at the date of calculation is less than three times the net loss (as
defined above) for the current month; or

3. The risk adjusted capital at the time of calculation is less than the total net profit or loss
(as defined above) for the three months ending with the current month; or

Discretionary

The condition of the Dealer Member, in the sole discretion of the Corporation, is not satisfactory
for any reason including, without limitation, financial or operating difficulties, problems arising
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from record keeping conversion or significant changes in clearing methods, the fact that the
Dealer Member is a new Dealer Member or the Dealer Member has been late in any filing or
reporting required pursuant to the Rules.

Frequency

L.

It has been designated in an early warning level (any combination of levels 1 and 2) three
or more times in the preceding six months; or

It has been designated in early warning level 1 under the Profitability criteria and at the
time has been designated in early warning level 1 under either the Liquidity or Capital
criteria.

If the Dealer Member is designated as being in early warning level 2, the following provisions shall
apply in addition to the provisions of Rule 30.3 which shall continue to apply except to the extent
inconsistent with this Rule 30.5:

(a)

(b)

(©)

(d)

(e)

¢

(2

(h)

(@)

The chief executive officer and the chief financial officer of the Dealer Member shall
immediately deliver to the Corporation a letter advising that the circumstances of this
Rule 30.5 are applicable to the Dealer Member;

The Dealer Member shall file its monthly financial reports required pursuant to Rule 16.2
no later than 10 business days, or, in the discretion of the Corporation if considered to be
practicable, such earlier time following the end of the relevant month;

The chief executive officer and the chief financial officer of the Dealer Member shall
attend at the offices of the Corporation to outline the proposals of the Dealer Member for
rectifying the problems which account for the Dealer Member being designated as being
in early warning category Level 2;

The Dealer Member shall file a weekly capital report containing the same information
required in a monthly financial report pursuant to Rule 16.2 no later than five business
days or, in the discretion of the Corporation if considered to be practicable, such earlier
time following the end of the relevant week;

The Dealer Member shall file weekly on a form prescribed by the Corporation a report of
its aged segregation deficiencies and an explanation of the actions proposed to be taken
pursuant to Rule 2000.10 to correct such deficiencies;

The Dealer Member shall prepare and file a business plan relating to the Dealer
Member’s business within such time, for such period and covering such matters as the
Corporation may direct;

The Corporation may request and the Dealer Member shall provide in such time as the
Corporation considers practicable, such reports or information, on a daily or a less
frequent basis, as may be necessary or desirable in the opinion of the Corporation to
assess and monitor the financial condition or operations of the Dealer Member;

The Corporation shall report monthly to the applicable District Council of the
Corporation of the fact that a Dealer Member has been designated as being in an early
warning category level 2 and any restrictions imposed in respect to Rule 30.6 without
naming the Dealer Member;

The Dealer Member shall pay, at the discretion of the Corporation, the reasonable costs
and expenses of the Corporation incurred in connection with the administration of this
Rule 30 in respect of the Dealer Member;
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) The amount of client’s free credit balances permitted to be used by a Dealer Member
pursuant to Rule 1200 may be reduced to such amount as the Corporation may in his or
her opinion consider desirable.

Imposition of Prohibitions - Early Warning Level 2

(1) The Corporation may order that a Dealer Member designated as being in Early Warning
Level 2, pursuant to Rule 30.4, be prohibited from:

(a) opening any new branch offices;

(b) hiring any new registered representative, or investment representative;

(c) 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.

Review of Early Warning Level 2 Prohibitions

@) The Dealer Member may request a hearing panel review of a Rule 30.6 order within three
business days after release of the decision.

2) 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. The hearing panel review shall be conducted in accordance with the
requirements set out in Consolidated Rule 9300 (Regulatory Review Proceedings).

3) If a Dealer Member does not request a review within the time period prescribed in
subsection (1), the Rule 30.6 order becomes effective and final.

The Corporation shall promptly advise any other participating institution of the Canadian Investor
Protection Fund of which a Dealer Member is also a member of the fact that the Dealer Member has
been designated as being in early warning category level 2, the reasons for such designation and any
sanctions or restrictions that have been imposed upon the Dealer Member pursuant to Rule 19 or
Rule 30.

A Dealer Member shall remain designated as being in early warning level 1 or level 2, as the case
may be, and subject to the provisions in this Rule 30 as are applicable, until the latest filed monthly
financial reports of the Dealer Member, or such other evidence or assurances as may be appropriate
in the circumstances demonstrate, in the opinion of the Corporation, that the Dealer Member no
longer is required to be designated as being in an early warning category and the Dealer Member
has otherwise complied with this Rule 30.
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Accounts (September 4, 2002)

Rule 30.4

Linkage (Cross-References)

>Bulletins (2)

Bulletin No. 2859 — By-Laws and Regulations — Early Warning — Level 2 (July 6, 2001)

Bulletin No. 2560 — By-Laws and Regulations — Amendment Regarding Year 2000 - Early
Warning (February 18, 1999)

Rule 30.5

Linkage (Cross-References)
>Bulletins (1)

Bulletin No. 2859 — By-Laws and Regulations — Early Warning — Level 2 (July 6, 2001)
>Notices (1)
MRO156 — Early Warning Notice to Members (August 13, 2002)

Linkage (Cross-References)
>Bulletins (1)

Bulletin No. 2859 — By-Laws and Regulations — Early Warning — Level 2 (July 6, 2001)
>Notices (1)

Notice No. 16-0122 — Rules Notice - Notice of Approval/Implementation — Implementation of the
consolidated IIROC Enforcement, Examination and Approval Rules (June 9, 2016)
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Ryesz7 .|
>Notices (1)

Notice No. 16-0122 — Rules Notice - Notice of Approval/Implementation — Implementation of the
consolidated IIROC Enforcement, Examination and Approval Rules (June 9, 2016)

Rule 30.8

>Notices (1)

Notice No. 16-0122 — Rules Notice - Notice of Approval/Implementation — Implementation of the
consolidated IIROC Enforcement, Examination and Approval Rules (June 9, 2016)

Rule 30.9

>Notices (1)

Notice No. 16-0122 — Rules Notice - Notice of Approval/Implementation — Implementation of the
consolidated IIROC Enforcement, Examination and Approval Rules (June 9, 2016)
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RULE 31: INACTIVE STATUS

A Dealer Member wishing to be temporarily transferred to the category of Dealer Member with
Inactive Status shall apply to the Board of Directors in writing, in care of the Corporation, giving
reasons for its request.

The Board of Directors may, having received an application referred to in Rule 31.1, transfer the
Dealer Member to Inactive Status for such fixed period of time and subject to such terms and
conditions as the Board of Directors may, in its sole discretion, deem advisable.

Notice of the transfer of a Dealer Member to Inactive Status shall forthwith be given by the
Corporation to the Dealer Member transferring, all other Dealer Members and to such other persons
as the Board of Directors may direct.

Unless a Dealer Member with Inactive Status has applied to the Board of Directors in writing, in
care of the Corporation, at least 30 days prior to the expiration of the period of time established by
the Board of Directors pursuant to Rule 31.2, for an extension of the time during which such Dealer
Member shall remain a Dealer Member with Inactive Status and the Board of Directors has
approved an extension for such further period and subject to such terms and conditions as the Board
of Directors may, in its sole discretion, deem advisable, the Dealer Member with Inactive Status
shall automatically resume the status of a Dealer Member at the expiration of the period of time
originally established by the Board of Directors.

Upon the expiration of the extended period of time fixed by the Board of Directors pursuant to Rule
31.4 the Dealer Member with Inactive Status shall resume the status of a Dealer Member.
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RULE 32: RIGHTS OFFERINGS

A Dealer Member engaged in trading in rights to subscribe for shares of a company listed on a
recognized stock exchange, or engaged in trading in the shares issued or to be issued on the exercise
of such rights, shall comply with the provisions of the relevant by-laws of such stock exchange in
the form in which such by-laws have been enacted at the relevant time. For the purposes of this
Rule 32, the Board of Directors hereby designates as recognized stock exchanges the following
exchanges: The TSX Venture Exchange, The Montreal Exchange and The Toronto Stock
Exchange.
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RULE 33: REVIEW BY SECURITIES COMMISSIONS

33.1. Any Dealer Member or other person directly affected by a decision of the Board of Directors, a
District Council, Hearing Panel or Board Panel (other than a decision in respect of which the time
for review or appeal under the Rules has elapsed) in respect of which no further review or appeal is
provided in the Rules may request any securities commission with jurisdiction in the matter to
review such decision and notice in writing of such appeal shall be given forthwith to the National
Hearing Coordinator.

Rule 33
Linkage (Cross-References)
>Bulletins (1)

Bulletin No. 3325 — By-Laws and Regulations — IDA Hearing Processes - Amendments to By-law
20, amendments to corollary By-laws and establishment of Rules of Practice and Procedure
(September 2, 2004)
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RULE 34: RULINGS

The Board of Directors shall have the authority to make Rulings not inconsistent with the By-laws
or Rules and to repeal and amend the same from time to time, and all such Rulings for the time
being in force shall be binding upon all Members.

Rulings made by the Board of Directors shall be effective and shall remain in force only until the
next meeting of the Board of Directors of the Corporation following the date of the making of any
such Rulings, unless confirmed by the Board of Directors either at or prior to such meeting.

111



April 22, 2021
IIROC Dealer Member Rules

RULE 35: INTRODUCING BROKER/CARRYING BROKER ARRANGEMENTS

35.1. General

(a)

(b)

(©)

(d)

(e)

For the purposes of this Rule 35:

(i) "Carrying Broker" means a Dealer Member that carries client accounts for another
Dealer Member, which includes the clearing and settlement of trades, the
maintenance of records of client transactions and accounts and the custody of client
cash and securities, in accordance with the requirements set out in this Rule;

(ii) "Introducing Broker" means the Dealer Member or member of a self-regulatory
organization that is a participating institution in the Canadian Investor Protection
Fund that introduces client accounts to the carrying broker;

(iii) "Canadian Financial Institution" means a Schedule I or Schedule II Bank pursuant
to the Bank Act (Canada), an insurance company governed by federal or provincial
insurance legislation and a loan or trust company governed by federal or provincial
loan and trust company legislation.

A Dealer Member may, with the approval of the applicable District Council and if
otherwise in compliance with the terms of this Rule and any requirements of the
regulatory authority in the jurisdiction of the introducing broker, carry accounts of clients
introduced to it by:

(i)  Another Dealer Member; or

(i) A member of a self-regulatory organization that is a participating institution in the
Canadian Investor Protection Fund.

A Dealer Member shall not introduce accounts to any person other than:
(i)  Another Dealer Member; or

(i) A member of a self-regulatory organization that is a participating institution in the
Canadian Investor Protection Fund.

For the purposes of this Rule 35, arrangements whereby employees of a Dealer Member’s
affiliated Canadian financial institution handle securities clearance and settlement,
maintain records and perform operational functions on behalf of the Dealer Member shall
not be considered to be introducing/carrying arrangements for the purposes of this Rule
35, provided that pursuant to the arrangement, the employees of the Dealer Member’s
affiliated Canadian financial institution handle custodial functions on a segregated basis
in accordance with the segregation provisions of the Rule.

Except as otherwise provided herein, an introducing broker may introduce clients to only
one carrying broker. An introducing broker that introduces clients to a carrying broker
shall enter into a written contract with the carrying broker to which it introduces clients
defining, to an extent determined from time to time by the Corporation the rights and
obligations between them.

(i)  Dealer Members who enter into an introducing broker/carrying broker arrangement
must enter into a written contract in a form prescribed from time to time by the
Corporation and each such introducing broker/carrying broker arrangement shall
come into effect only after it is approved by the Corporation;
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An introducing broker that is party to an Introducing Type 1 or Type 2 Arrangement
cannot enter into more than one introducing broker/carrying broker arrangement
other than one additional introducing broker/carrying broker arrangement exclusively
for trading in futures contracts and options;

An introducing broker that is party to an Introducing Type 1 or Type 2 Arrangement
shall not fully service any part of its securities-related activities, other than fully
servicing trading in futures contracts and options;

An introducing broker that is party to an Introducing Type 1 Arrangement shall carry
out trade settlement and custody of securities related to its principal trading through
the facilities of the carrying broker; and

An introducing broker that is party to an Introducing Type 3 or Type 4 Arrangement
may enter into more than one introducing broker/carrying broker arrangement and
may also fully service part of its securities-related activities.

® Each introducing or carrying broker that is a party to an introducing broker/carrying
broker arrangement and that is not a Dealer Member, and each of such introducing or
carrying brokers’ partners, directors, officers, shareholders and employees, shall comply
with all Rules, Rulings and Forms of the Corporation.

(2) Each introducing broker/carrying broker arrangement must be classified as an
Introducing Type 1, Type 2, Type 3 or Type 4 Arrangement and must meet the
requirements for such arrangement as set out in this Rule 35.

(h) A Dealer Member may apply for an exemption from the requirements of Rule 35 in
accordance with Rule 20.25.

Introducing Type 1 Arrangement

For an introducing broker/carrying broker arrangement to be considered an Introducing Type 1

Arrangement, the parties shall execute an agreement in the form prescribed and approved by the
Corporation and the arrangement shall meet the following criteria:

(a) Minimum Capital Requirement

An introducing broker that is a party to an Introducing Type 1 Arrangement must maintain at

all times minimum capital of $75,000 for the purposes of calculating its risk adjusted capital.

(b) Margin Arising from Principal and Agency Business
(1)  The carrying broker shall calculate and maintain the margin for any agency business

(i)

that it carries on behalf of the introducing broker in accordance with the relevant
margin requirements of the Corporation.

The introducing broker shall calculate and maintain the margin for any principal
business carried on its behalf by the carrying broker in accordance with the relevant
margin requirements of the Corporation. The carrying broker shall provide for
margin for any principal business which it carries on behalf of the introducing broker
to the extent of any equity deficiency in the introducing broker's trading account.

(c) Margin Offsets Permitted

The carrying broker shall be permitted to offset any margin required to be maintained as
determined in subparagraph (b) against the loan value of any deposits made by the
introducing broker to the extent of the excess risk adjusted capital of the introducing broker.
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The carrying broker shall notify the introducing broker of all such offsets at the time of such
offset. Upon receiving notification of such offset, the introducing broker shall reclassify that
portion of the deposit which relates to the margin offset as a non-allowable asset on its Form
1 (Joint Regulatory Financial Questionnaire and Report) or Monthly Financial Report.

Reporting of Client Balances

In calculating the risk adjusted capital required pursuant to Rule 17.1 and Form 1, the
carrying broker shall, and the introducing broker shall not, report all accounts of the clients
introduced to the carrying broker by the introducing broker on the carrying broker's Form 1
or Monthly Financial Report.

Net Client Balances/Funding Deployment

In relation to the accounts of clients introduced to the carrying broker by the introducing
broker, the carrying broker shall be responsible for meeting any financing requirements of
such client accounts.

Deposit

Any deposit provided to the carrying broker by the introducing broker pursuant to the terms
of the agreement between them shall be segregated by the carrying broker and, in the case of
a cash deposit, such deposit shall be held by the carrying broker in a separate bank account in
trust for the introducing broker.

The deposit provided by the introducing broker to the carrying broker shall be reported by the
introducing broker as an allowable asset on its Form 1 or Monthly Financial Report.
However, any portion of the deposit that may be impaired in value due to the carrying broker
carrying client accounts with unsecured debit balances on behalf of the introducing broker
shall be reclassified as a non-allowable asset on the Form 1 or Monthly Financial Report of
the introducing broker.

Concentration Calculation

For the purposes of the concentration calculations required in Schedules 9 and 12 of Form 1,
the carrying broker shall include, and the introducing broker shall not include, all client
positions which the carrying broker maintains on behalf of the introducing broker in the
carrying broker's calculation.

Segregation of Client Securities

The carrying broker shall be responsible for segregating all securities for clients introduced to
it by the introducing broker in accordance with the segregation requirements of the Rules.

Free Credit Segregation

The carrying broker shall be responsible for complying with the free credit segregation
requirements of the Rules in relation to accounts of clients introduced to it by the introducing
broker.

Insurance

(i) The introducing broker shall maintain minimum insurance of $200,000 for the
purposes of Rule 400.4.
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(ii)) The introducing broker and the carrying broker each shall be responsible for
providing Financial Institution Bond Clause (A) coverage for fidelity insurance under
Rule 400.2.

(ii1) The carrying broker shall include all accounts introduced to it by the introducing
broker in its calculation of the asset measurement for minimum Financial Institution
Bond coverage for Clauses (A) through (E) under Rule 400.2.

(iv) Both the introducing broker and the carrying broker shall maintain adequate
insurance for registered mail as required under Rule 400.1.

k) Required Disclosure of the Opening of Client Accounts

At the time of opening each client account, the introducing broker shall obtain from the
person opening the account an acknowledgement, in a form satisfactory to the Corporation,
that the introducing broker has advised the client of the introducing broker's relationship to
the carrying broker and of the relationship between the client and the carrying broker.

) Contracts, Statements and Correspondence

The name and role of each of the introducing broker and the carrying broker shall be shown
on all contracts, statements, correspondence and other documentation, and shall both be
parties to any margin agreements and guarantee documentation.

(m) Clients Introduced to the Carrying Broker

Each client introduced to the carrying broker by the introducing broker shall be considered a
client of the carrying broker for the purposes of complying with the Rules, Rulings and
Forms of the Corporation.

(n) Responsibility for Compliance with all Non-Financial Requirements

Unless otherwise specified in this Rule 35.2, the introducing broker and the carrying broker
shall be jointly and severally responsible for the compliance with all non-financial
requirements of the Rules, Rulings and Forms of the Corporation for each account introduced
to the carrying broker by the introducing broker.

(o) Cash Transactions

The introducing broker may facilitate cash transactions on behalf of clients carried by the
carrying broker only with the approval of the carrying broker through the use of an account in
the name of the carrying broker.

(p) Reporting of Principal Positions

The introducing broker shall report all of its principal positions carried by the carrying broker
as inventory on its Form 1 or Monthly Financial Report. The carrying broker shall report the
principal positions of the introducing broker carried by it as a client account on its Form 1 or

Monthly Financial Report.

Introducing Type 2 Arrangement

For an introducing broker/carrying broker arrangement to be considered an Introducing Type 2
Arrangement, the parties shall execute an agreement in the form prescribed and approved by the
Corporation and the arrangement shall meet the following criteria:
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Minimum Capital Requirement

An introducing broker that is a party to an Introducing Type 2 Arrangement must maintain at
all times minimum capital of $250,000 for the purposes of calculating its risk adjusted
capital.

Margin Arising from Principal and Agency Business

(i)  The carrying broker shall calculate and maintain the margin for any agency business
that it carries on behalf of the introducing broker in accordance with the relevant
margin requirements of the Corporation.

(i1)) The introducing broker shall calculate and maintain the margin for any principal
business carried on its behalf by the carrying broker in accordance with the relevant
margin requirements of the Corporation. The carrying broker shall provide for
margin for any principal business which it carries on behalf of the introducing broker
to the extent of any equity deficiency in the introducing broker's trading account.

Margin Offsets Permitted

The carrying broker shall be permitted to offset any margin required to be maintained as
determined in subparagraph (b) against the loan value of any deposits made by the
introducing broker to the extent of the excess risk adjusted capital of the introducing broker.
The carrying broker shall notify the introducing broker of all such offsets at the time of such
offset. Upon receiving notification of such offset, the introducing broker shall reclassify that
portion of the deposit which relates to the margin offset as a non-allowable asset on its Form
1 (Joint Regulatory Financial Questionnaire and Report) or Monthly Financial Report.

Reporting of Client Balances

In calculating the risk adjusted capital required pursuant to Rule 17.1 and Form 1, the
carrying broker shall, and the introducing broker shall not, report all accounts of the clients
introduced to the carrying broker by the introducing broker on the carrying broker's Form 1
or Monthly Financial Report.

Net Client Balances/Funding Deployment

In relation to the accounts of clients introduced to the carrying broker by the introducing
broker, the carrying broker shall be responsible for meeting any financing requirements of
such client accounts.

Deposit

Any deposit provided to the carrying broker by the introducing broker pursuant to the terms
of the agreement between them shall be segregated by the carrying broker and, in the case of
a cash deposit, such deposit shall be held by the carrying broker in a separate bank account in
trust for the introducing broker.

The deposit provided by the introducing broker to the carrying broker shall be reported by the
introducing broker as an allowable asset on its Form 1 or Monthly Financial Report.
However, any portion of the deposit that may be impaired in value due to the carrying broker
carrying client accounts with unsecured debit balances on behalf of the introducing broker
shall be reclassified as a non-allowable asset on the Form 1 or Monthly Financial Report of
the introducing broker.

116



April 22, 2021
IIROC Dealer Member Rules

() Concentration Calculation

For the purposes of the concentration calculations required in Schedule 9 and 12 of Form 1,
the carrying broker shall include, and the introducing broker shall not include, all client
positions which the carrying broker maintains on behalf of the introducing broker in the
carrying broker's calculation.

(h) Segregation of Client Securities

The carrying broker shall be responsible for segregating all securities which it holds for
clients introduced to it by the introducing broker in accordance with the segregation
requirements of the Rules.

(i) Free Credit Segregation

The carrying broker shall be responsible for complying with the free credit segregation
requirements of the Rules in relation to accounts of clients introduced to it by the introducing
broker.

() Insurance

(i) The introducing broker shall maintain minimum insurance of $500,000 for the
purposes of Rule 400.4.

(i1)) The introducing broker and the carrying broker each shall be responsible for
providing Financial Institution Bond Clause (A) coverage for fidelity insurance under
Rule 400.2.

(iii) The carrying broker shall include all accounts introduced to it by the introducing
broker in its calculation of the asset measurement for minimum Financial Institution
Bond coverage for Clauses (A) through (E) under Rule 400.2.

(iv) Both the introducing broker and the carrying broker shall maintain adequate
insurance for registered mail as required under Rule 400.1.

(k) Required Disclosure of the Opening of Client Accounts

At the time of opening each client account, the introducing broker shall obtain from the
person opening the account an acknowledgement, in a form satisfactory to the Corporation,
that the introducing broker has advised the client of the introducing broker's relationship to
the carrying broker and of the relationship between the client and the carrying broker.

()] Contracts, Statements and Correspondence

At the option of the introducing broker and the carrying broker as they may agree, the name
and role of each of the introducing broker and the carrying broker may be shown on any
contracts, statements, correspondence and other documentation, otherwise the name of the
introducing broker shall be shown. Notwithstanding the foregoing, all margin agreements
and guarantee documentation shall be in the name of both the introducing broker and the

carrying broker.
(m) Required Annual Disclosure

At least annually, the introducing broker shall provide written disclosure, in the form
satisfactory to the Corporation, to each of its clients whose accounts are being carried by the
carrying broker, outlining the relationship between the introducing broker and the carrying
broker and the relationship between such client and the carrying broker. Notwithstanding the
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foregoing, if the name and role of each of the introducing broker and the carrying broker is
shown on all contracts, statements, correspondence and other documentation in accordance
with subparagraph (1) above, the introducing broker need not provide annual disclosure as
required by this subparagraph (m).

(n) Clients Introduced to the Carrying Broker

Each client introduced to the carrying broker by the introducing broker shall be considered to
be a client of the carrying broker for the purposes of complying with the Rules, Rulings and
Forms.

(0) Responsibility for Compliance with all Non-Financial Requirements

Unless otherwise specified in this Rule 35.3, the introducing broker shall be responsible for
the compliance with all non-financial requirements of the Rules, Rulings and Forms of the
Corporation for each account introduced to the carrying broker by the introducing broker.

p) Cash Transactions

The introducing broker may facilitate cash transactions on behalf of clients carried through
the carrying broker through the use of an account in the name of either the carrying broker or
the introducing broker.

()] Reporting of Principal Positions

The introducing broker shall report all of its principal positions carried by the carrying broker
as inventory on its Form 1 or Monthly Financial Report. The carrying broker shall report all
principal positions of the introducing broker carried by it as a client account on its Form 1 or
Monthly Financial Report.

Introducing Type 3 Arrangement

For an introducing broker/carrying broker arrangement to be considered an Introducing Type 3
Arrangement, the parties shall execute an agreement in the form prescribed and approved by the
Corporation and the arrangement shall meet the following criteria:

(a) Minimum Capital Requirement

An introducing broker that is a party to an Introducing Type 3 Arrangement must maintain at
all times minimum capital of $250,000 for the purposes of calculating its risk adjusted
capital.

(b) Margin Arising from Principal and Agency Business

The carrying broker shall calculate the margin for any principal and agency business that it
carries on behalf of the introducing broker in accordance with the relevant margin
requirements of the Corporation and the introducing broker shall maintain such required
margin.

(c) Margin Offsets Permitted

The carrying broker shall be permitted to offset any margin required to be maintained as
determined in subparagraph (b) against the loan value of any deposits made by the
introducing broker with the carrying broker.
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Reporting of Client Balances

In calculating the risk adjusted capital required pursuant to Rule 17.1 and Form 1, the
introducing broker shall, and the carrying broker shall not, report all accounts of the clients
introduced to the carrying broker by the introducing broker on the introducing broker's Form
1 or Monthly Financial Report. Notwithstanding the foregoing, the carrying broker shall be
required to report one balance owing to or from the introducing broker in relation to the
accounts of clients which it carries on behalf of the introducing broker on its Form 1 or
Monthly Financial Report. Such reporting of one balance shall not release, discharge, limit or
otherwise affect the carrying broker's obligations and liabilities to each individual client
whose account it carries on behalf of the introducing broker.

Net Client Balances/Funding Deployment

In relation to the accounts of clients introduced to the carrying broker by the introducing
broker, the carrying broker shall be responsible for meeting any financing requirements of
such client accounts.

Comfort Deposit

Any deposit provided to the carrying broker by the introducing broker pursuant to the terms
of the agreement between them shall be segregated by the carrying broker and, in the case of
a cash deposit, such deposit shall be held by the carrying broker in a separate bank account in
trust for the introducing broker.

Concentration Calculation

For the purposes of the concentration calculations required in Schedules 9 and 12 of the Form
1, the introducing broker shall include, and the carrying broker shall not include, all client
positions which the carrying broker maintains on behalf of the introducing broker in the
introducing broker's calculation.

Segregation of Client Securities

The carrying broker shall be responsible for segregating all securities which it holds for
clients introduced to it by the introducing broker in accordance with the segregation
requirements of the Rules.

Free Credit Segregation

The carrying broker shall be responsible for complying with the free credit segregation
requirements of the Rules in relation to accounts of clients introduced to it by the introducing
broker.

Insurance

(i)  The introducing broker shall maintain minimum insurance protection of $500,000 for
the purposes of Rule 400.4.

(ii)) The introducing broker and the carrying broker each shall be responsible for
providing Financial Institution Bond Clause (A) coverage for fidelity insurance under
Rule 400.2.

(i) The carrying broker and the introducing broker shall include all accounts introduced
to the carrying broker by the introducing broker in each of their calculations of the
asset measurement for minimum Financial Institution Bond coverage for Clauses (A)
through (E) under Rule 400.2.
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(iv) Both the introducing and the carrying broker shall maintain adequate insurance for
registered mail as required under Rule 400.1.
k) Required Disclosure of the Opening of Client Accounts

At the time of opening each client account, the introducing broker shall advise the client of
the introducing broker's relationship to the carrying broker and of the relationship between
the client and the carrying broker.

() Contracts, Statements and Correspondence

At the option of the introducing broker and the carrying broker as they may agree, the name
and role of each of the introducing broker and the carrying broker may be shown on all
contracts, statements, correspondence and other documentation, otherwise the name of the
introducing broker shall be shown. Notwithstanding the foregoing, all margin agreements and
guarantee documentation shall be in the name of both the introducing broker and the carrying
broker.

(m) Required Annual Disclosure

At least annually, the introducing broker shall provide written disclosure, in a form
satisfactory to the Corporation, to each of its clients whose accounts are being carried by the
carrying broker, outlining the relationship between the introducing broker and the carrying
broker and the relationship between such client and the carrying broker. Notwithstanding the
foregoing, if the name and role of each of the introducing broker and the carrying broker is
shown on all contracts, statements, correspondence and other documentation in accordance
with subparagraph (1) above, the introducing broker need not provide annual disclosure as
required by this subparagraph (m).

(n) Clients Introduced to the Carrying Broker

Each client introduced to the carrying broker by the introducing broker shall be considered to
be a client of the carrying broker for the purposes of the Rules, Rulings and Forms.

(0) Responsibility for Compliance with all Non-Financial Exchange Requirements

Unless otherwise specified in this Rule 35.4, the introducing broker shall be responsible for
the compliance with all non-financial requirements of the Rules, Rulings and Forms of the
Corporation for each account introduced to the carrying broker by the introducing broker.

(p) Cash Transactions

The introducing broker may facilitate cash transactions on behalf of clients carried through
the carrying broker through the use of an account in the name of either the carrying broker or
the introducing broker.

@ Reporting of Principal Positions

The introducing broker shall report all of its principal positions carried by the carrying broker
as inventory on its Form 1 or Monthly Financial Report. The carrying broker shall report all
principal positions of the introducing broker carried by it as a client account on its Form 1 or
Monthly Financial Report.
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Introducing Type 4 Arrangement

For an introducing broker/carrying broker arrangement to be considered an Introducing Type 4
Arrangement, the parties shall executive an agreement in the form prescribed and approved by the
Corporation and the arrangement shall meet the following criteria:

(a) Minimum Capital Requirement

An introducing broker that is a party to an Introducing Type 4 Arrangement must maintain at
all times minimum capital of $250,000 for the purposes of calculating its risk adjusted
capital.

(b) Margin Arising from Principal and Agency Business

The carrying broker shall calculate the margin for any principal and agency business that the
carrying broker carries on behalf of the introducing broker in accordance with the relevant
margin requirements of the Corporation and the introducing broker shall maintain the
required margin.

(©) Margin Offsets Permitted

The carrying broker shall be permitted to offset any margin required to be maintained as
determined in subparagraph (b) against the loan value of any deposits made with the carrying
broker.

(d) Reporting of Client Balances

In calculating the risk adjusted capital required pursuant to Rule 17.1 and Form 1, the
introducing broker shall, and the carrying broker shall not, report all accounts of the clients
introduced to the carrying broker by the introducing broker on the introducing Broker's Form
1 or Monthly Financial Report. Notwithstanding the foregoing, the carrying broker shall be
required to report one balance owing to or from the introducing broker in relation to the
accounts of clients which it carries on behalf of the introducing broker on its Form 1 or
Monthly Financial Report. Such reporting of one balance shall not release, discharge, limit or
otherwise affect the carrying broker's obligations and liabilities to each individual client
whose account it carries on behalf of the introducing broker.

(e) Net Client Balances/Funding Deployment

In relation to the accounts of clients introduced to the carrying broker by the introducing
broker, the introducing broker shall be responsible for meeting any financing requirements of
such client accounts.

® Deposit

Any deposit provided to the carrying broker by the introducing broker pursuant to the terms
of the agreement between them shall be segregated by the carrying broker and, in the case of
a cash deposit, such deposit shall be held by the carrying broker in a separate bank account in
trust for the introducing broker.

(g Concentration Calculation

For the purposes of the concentration calculations required in Schedules 9 and 12 of Form 1,
the introducing broker shall include, and the carrying broker shall not include, all client
positions which the carrying broker maintains on behalf of the introducing broker in the
introducing broker's calculation.
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Segregation of Client Securities

The carrying broker shall be responsible for segregating all securities which it holds for
clients introduced to it by the introducing broker in accordance with the segregation
requirements of the Rules.

Free Credit Segregation

The introducing broker shall be responsible for complying with the free credit segregation
requirements of the Rules in relation to accounts of clients introduced to the carrying broker
by the introducing broker.

Insurance

(i)  The introducing broker shall maintain minimum insurance protection of $500,000 for
the purposes of Rule 400.4.

(ii)) The introducing broker and the carrying broker each shall be responsible for
providing Financial Institution Bond Clause (A) coverage for fidelity insurance under
Rule 400.2.

(iii)) The carrying broker and the introducing broker shall include all accounts introduced
to the carrying broker by the introducing broker in each of their calculations of the
asset measurement for minimum Financial Institution Bond coverage for Clauses (a)
through (E) under Rule 400.2.

(iv) Both the introducing and the carrying broker shall maintain adequate insurance for
registered mail as required under Rule 400.1.

Required Disclosure of the Opening of Client Accounts

At the time of opening each client account, the introducing broker shall advise the client of
the introducing broker's relationship to the carrying broker and of the relationship between
the client and the carrying broker.

Contracts, Statements and Correspondence

At the option of the introducing broker and the carrying broker as they may agree, the name
and role of each of the introducing broker and the carrying broker may be shown on all
contracts, statements, correspondence and other documentation, otherwise the name of the
introducing broker shall be shown. Notwithstanding the foregoing, if any guarantee or
margin agreement is solely between the client and the introducing broker, the agreement
between the introducing broker and the carrying broker shall provide that the carrying broker
may act to protect its interest in those securities for which it has not been paid by the
introducing broker at the time that the introducing broker becomes insolvent, bankrupt or
ceases to be a member of a self-regulatory organization that is a participating institution in the
Canadian Investment Protection Fund.

Required Annual Disclosure

At least annually, the introducing broker shall provide written disclosure, in the form
satisfactory to the Corporation, to each of its clients whose accounts are being carried by the
carrying broker, outlining the relationship between the introducing broker and the carrying
broker and the relationship between such client and the carrying broker. Notwithstanding the
foregoing, if the name and role of each of the introducing broker and the carrying broker is
shown on all contracts, statements, correspondence and other documentation in accordance
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with subparagraph (1) above, the introducing broker need not provide annual disclosure as
required by this subparagraph (m).

(n) Clients Introduced to the Carrying Broker

Each client introduced to the carrying broker by the introducing broker shall be considered to
be a client of the carrying broker for the purposes of the Rules, Rulings and Forms.

(0) Responsibility for Compliance with all Non-Financial Exchange Requirements

Unless otherwise specified in this Rule 35.5, the introducing broker shall be responsible for
the compliance with all non-financial requirements of the Rules, Rulings and Forms of the
Corporation for each account introduced to the carrying broker by the introducing broker.

p) Cash Transactions

The introducing broker may facilitate cash transactions on behalf of clients carried through
the carrying broker through the use of an account in the name of either the carrying broker or
the introducing broker.

Q Reporting of Principal Positions

The introducing broker shall report all principal positions carried by the carrying broker for
the introducing broker as inventory on its Form 1 or Monthly Financial Report. The carrying
broker shall report all principal positions of the introducing broker carried by it as a client
account on its Form 1 or Monthly Financial Report.

Exemption for Arrangements Between a Dealer Member and a Foreign Affiliate

Notwithstanding the provisions of this Rule 35, on the application of a Dealer Member pursuant
to Rule 20.25, the applicable District Council may exempt any arrangements between a Dealer
Member and a Dealer Member’s foreign affiliate pursuant to which the Dealer Member carries
accounts of the foreign affiliate or its clients from the requirements of this Rule 35 (other than
Rule 35.6) provided that the arrangements meet the following criteria:

(a) Exemption Applicable to Affiliates of the Member

The exemption in this Rule 35.6 shall apply only to arrangements between a Dealer Member
and a foreign affiliate of the Dealer Member. The Dealer Member shall provide the
Exchange with evidence satisfactory to the Exchange of such relationship and of the details
of the arrangement between them.

(b) Disclosure of Relationship to Clients of Foreign Affiliate

The Dealer Member shall ensure that the foreign affiliate, at least annually, provides written
disclosure, in a form satisfactory to the Corporation, to each of the foreign affiliate's clients
whose accounts are being carried by the Dealer Member, outlining the relationship between
the Dealer Member and the Dealer Member’s foreign affiliate and the relationship between
the Dealer Member and the client of the foreign affiliate, and outlining any limitations on
coverage of such client accounts by the Canadian Investor Protection Fund.

(©) Approval by the Requisite Authority in the Foreign Affiliate's Jurisdiction

The exemption provided in this Rule 35.6 shall only be granted by the applicable District
Council upon receipt by the Corporation of written approval from the regulatory authority in
the foreign affiliate's jurisdiction acknowledging and approving the arrangement between the
Dealer Member and the Dealer Member’s foreign affiliate.
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(d) Responsibility for Compliance with Corporation Requirements

Foreign affiliates of a Dealer Member that have an arrangement with the Dealer Member as
set out in this Rule 35.6, are not required to comply with the requirements of the Rules,
Rulings and Forms of the Corporation solely as a result of such an arrangement.

(e) Reporting of Balances

In calculating its risk adjusted capital required under Rule 17.1 and Form 1, the Dealer
Member shall report one balance owing to or from its foreign affiliate in relation to the
accounts of the clients which the Dealer Member is carrying on behalf of its foreign affiliate
on its Form 1 or Monthly Financial Report.

® Segregation of Securities

The Dealer Member shall be responsible for segregating all securities which it holds for
clients of its foreign affiliate in accordance with the segregation requirements of the Rules.

(g Insurance

The Dealer Member shall include all accounts introduced to it by its foreign affiliate in its
calculation of the asset measurement for minimum Financial Institution Bond coverage for
Clauses (A) through (E) under Rule 400.2.
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RULE 36: INTER-DEALER BOND BROKERAGE SYSTEMS

No Dealer Member shall trade domestic debt securities through the facilities of an inter-dealer bond
broker unless the broker has been approved as such by the Board of Directors, the approval has not
been rescinded, and the trade is made in compliance with the operating procedures of the broker and
the rules of the Corporation. For purposes of this Rule and Rule 2100, "domestic debt securities"
means Canadian dollar denominated debt securities other than Eurodollar securities and any other
securities that the Board of Directors determines should not be treated as domestic debt securities.

An application for approval as an inter-dealer bond broker shall be in such form and executed in
such manner as the Board of Directors may prescribe and shall contain or be accompanied by such
information as the Rules and the Board of Directors may require.

Any inter-dealer bond broker shall be eligible for approval, and continued approval, if;

(a) It is registered or licensed in each jurisdiction in Canada where the nature of its business
requires such registration or licensing, and is in compliance with such legislation and the
requirements of any securities commission having jurisdiction over the applicant; and

(b) It complies with such other standards and conditions of approval as set forth from time to
time in the Rules.

The provisions of Rule 33.1 shall apply mutatis mutandis to any decision of the Board of Directors
and for the purposes of any decision made under this Rule 36, the securities commission referred to
in Rule 33.1 shall be deemed conclusively to have jurisdiction to dispose of any review or appeal
sought in connection therewith. Any party affected by a decision of the Board of Directors may
require the Board of Directors to give reasons in writing for the decision.
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RULE 37: ALTERNATIVE DISPUTE RESOLUTION

Each Dealer Member shall participate in or become a member of an arbitration programme or
organization approved by the Board of Directors which provides for the mandatory submission to
binding arbitration by the Dealer Member of any dispute, claim or controversy between a Dealer
Member and a client on request by the client. The Dealer Member shall comply with and be bound
by the rules, procedures, decisions and orders of or made under such approved programme or
organization.

Neither the participation nor membership of a Dealer Member in any such programme or
organization nor any decision or order made thereunder in respect of a Dealer Member shall
affect the jurisdiction of the Corporation or any of the Board, a District Council, committee or
member, representative or employee of any of them, from exercising any authority under the By-
laws, Rules, Rulings, or Forms of the Corporation or a District Council.

The Board of Directors may approve one or more arbitration programmes or organizations for
Dealer Members, or any class of Dealer Members, and on such terms and conditions as it may in
its sole discretion determine.

Each Dealer Member shall participate in an ombudsperson service approved by the Board of
Directors. On the client's request, any dispute, claim or controversy between a Dealer Member and
a client shall be submitted to the ombudsperson service. The determination of eligibility of any
dispute, claim or controversy shall be made by the ombudsperson service according to criteria
defined in the service's terms of reference. The Dealer Member shall comply with and be bound by
the rules, procedures and standards of the ombudsperson service. The ombudsperson's
recommendations are non-binding on each participant in the service.

Neither the participation of a Dealer Member in the ombudsperson service nor any
recommendations made by the ombudsperson service in respect of the Dealer Member shall
affect the jurisdiction of the Corporation or any of the Board, a District Council, committee or
member, representative or employee of any of them, from exercising any authority under the By-
laws, Rules, Rulings, or Forms of the Corporation or a District Council.

Repealed.

A Dealer Member or any person approved by, or under the jurisdiction of, the Corporation, that is
requested by the ombudsperson service to provide information in connection with an investigation
shall submit the requested information, books, records, reports, filings and papers to the service in
such manner and form, including electronically, as may be prescribed by such service.

No information, answer or statement made in connection with an investigation or the review of a
complaint by the ombudsperson shall be provided to the Corporation by the ombudsperson,
except for an investigation under Rule 19 or a hearing pursuant to Rule 20 into an allegation that
the Dealer Member, with intent to mislead the ombudsperson provided information,
documentation, answers or statements knowing them to be false; or failed to provide any
information as required by Rule 37.
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History: Amended by Notice 09-0363.
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RULE 38: COMPLIANCE AND SUPERVISION

A Dealer Member must establish and maintain a system to supervise the activities of each partner,
Director, Officer, Registered Representative, Investment Representative, employee and agent of the
Dealer Member that is reasonably designed to achieve compliance with the Rules of the
Corporation and all other laws, regulations and policies applicable to the Dealer Member’s
securities and commodity futures business. Such a supervisory system shall provide, at a minimum,
the following:

(1)

(i)

(iii)

(iv)

)

(vi)

(vii)

(a)

The establishment, maintenance and enforcement of written policies and procedures
acceptable to the Corporation regarding the conduct of the types of business in which it
engages and the supervision of each partner, Director, Officer, Registered Representative,
Investment Representative, employee and agent of the Dealer Member that are
reasonably designed to achieve compliance with the applicable laws, rules, regulations
and policies;

Procedures reasonably designed to ensure that each partner, Director, Officer, Registered
Representative, Investment Representative, employee and agent of the Dealer Member
understands his or her responsibilities under the written policies and procedures in (i);

Procedures to ensure that the written policies and procedures of the Dealer Member are
amended as appropriate within a reasonable time after changes in applicable laws,
regulations, rules and policies and that such changes are communicated to all relevant
personnel;

Sufficient personnel and other resources to fully and properly enforce the written policies
and procedures in (i);

The designation of Supervisors with the qualifications and authority to carry out the
supervisory responsibilities assigned to them. Each Dealer Member shall maintain an
internal record of the names of all Supervisors, the scope of their responsibility and the
dates for which such responsibility and authority is or was in effect. The records must be
preserved by the Dealer Member for seven years, and on-site for the first year;

Procedures for follow-up and review to ensure that supervisory personnel are properly
executing their supervisory functions. Where the supervision is conducted and
supervisory records are maintained at a branch office, the follow-up and review
procedures shall include periodic on-site reviews of branch office supervision and record-
keeping as necessary depending on the types of business and supervision conducted at the
branch office;

The maintenance of adequate records of supervisory activity, including on-site reviews of
branch offices as described in (vi), compliance issues identified and the resolution of
those issues.

A Dealer Member must appoint as many Supervisors as are necessary to properly
supervise the Officers, partners, employees and agents of the Dealer Member, taking into
account the scope and complexity of its businesses to ensure that the businesses of the
Dealer Member are carried out in compliance with the Rules and Rulings of the
Corporation and any other laws or regulations governing the Dealer Member’s business
conduct.
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A Dealer Member must take reasonable steps to ensure that all of its Supervisors are
proficient and understand the products that persons under their supervision trade in or
advise on and the services that persons under their supervision provide to a sufficient
degree to properly supervise those persons. At a minimum, the Dealer Member must
ensure that all Supervisors meet the applicable proficiency requirements of Rule 2900.

No person may act and no Dealer Member may permit a person to act as a Supervisor
without the approval of the Corporation.

Repealed.

A Supervisor must fully and properly supervise each partner, Director, Officer,
Registered Representative, Investment Representative or agent in accordance with the
supervisory responsibilities assigned to the Supervisor, the Rules of the Corporation and
the written policies and procedures of the Dealer Member so as to ensure their
compliance with the Rules of the Corporation and all other laws, regulations and policies
applicable to the Dealer Member’s securities and commodity futures business.

A Supervisor may delegate specific supervisory functions or procedures, provided that:

(1)  the delegation of such functions in not contrary to applicable laws, regulations, rules

or policies;

(il)) the person to whom such functions are delegated is qualified by virtue of registration,

training or experience to properly execute them;

(ii) the Supervisor conducts sufficient follow-up and review to ensure that the person to

whom the functions have been delegated is properly executing them; and

(iv) the Dealer Member records the terms of the delegation and the follow up and review.

38.5  Ultimate Designated Person

(a)

(b)

(©)

A Dealer Member must designate an individual who is approved under the Corporation’s
rules in the category of Ultimate Designated Person and who shall be responsible to the
Corporation for the conduct of the firm and the supervision of its employees and to
perform the functions described in paragraph (c).

A Dealer Member must not designate an individual to act as the firm’s Ultimate
Designated Person unless the individual is:

(i)  the chief executive officer or sole proprietor of the Dealer Member;

(i1)) an Officer in charge of a division of the Dealer Member, if the activity that requires

the firm to register under provincial or territorial securities laws occurs only within
the division, or

(iii) an individual acting in a capacity similar to that of an Officer described in paragraph

(a) or (b).

The Ultimate Designated Person must

(i)  supervise the activities of the Dealer Member that are directed towards ensuring

compliance with the Corporation’s Dealer Member rules and applicable securities

131



38.6

38.7

April 22, 2021
IIROC Dealer Member Rules

law requirements by the firm and each individual acting on the Dealer Member’s
behalf, and

(i1) promote compliance by the Dealer Member, and individuals acting on its behalf, with

the Corporation’s Dealer Member rules and applicable securities laws.

Chief Financial Officer

(a)

(b)

(©)

Each Dealer Member must, subject to the approval of the Corporation, appoint one
Executive as Chief Financial Officer who, in addition to the requirements under Rule
7.4(a), must have met the proficiency requirements of Rule 2900, Part I, section A.2A.
The Chief Financial Officer need not be engaged full time in the business of the Dealer
Member.

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 Executive as Acting Chief
Financial Officer, provided that within 90 days of the termination:

(1) 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.

The Chief Financial Officer must monitor adherence to the Dealer Member’s policies and
procedures as necessary to provide reasonable assurance that the Dealer Member
complies with the financial rules of the Corporation.

Chief Compliance Officer

(a)

(b)

(©)

(d)

(e)

()

Every Dealer Member must designate an individual who is approved under the
Corporation’s rules in the category of Chief Compliance Officer to perform the functions
described in paragraph (h).

A Dealer Member must not designate an individual to act as the firm’s Chief Compliance
Officer unless the individual is one of the:

(i)  an Officer or partner of the Dealer Member;
(ii)) the sole proprietor of the Dealer Member.

A Dealer Member may appoint the Ultimate Designated Person to act as the Chief
Compliance Officer.

Where a Dealer Member is organized into two or more separate business units or
divisions, a Dealer Member may, with the approval of the Corporation, designate a Chief
Compliance Officer for each separate business unit or division.

The Chief Compliance Officer must have the qualifications required under Rule 2900,
Part I, section A.2B.

Notwithstanding subsection (a), a Dealer Member may, with the Corporation’s approval,
designate an Officer as Acting Chief Compliance Officer if the Chief Compliance Officer
terminates his or her employment with the Dealer Member and the Dealer Member is
unable to immediately designate another qualified person as Chief Compliance Officer
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provided that, within 90 days of the termination of the previous Chief Compliance
Officer:

(@)

the Acting Chief Compliance Officer meets the requirement of subsection (e) and is
designated by the Corporation as Chief Compliance Officer; or

(i) another qualified person is designated Chief Compliance Officer by the Dealer
Member and is approved by the Corporation.
(2) The Corporation may grant to a Dealer Member an exemption from subsection (e) where

it is satisfied that the nature of the Dealer Member’s business is such that the
qualification is not relevant to the Dealer Member and that to do so would not be
prejudicial to the interests of the Dealer Member, its clients, the public or the
Corporation. In granting such an exemption, it may impose such terms and conditions as
it considers necessary.

(h) The Chief Compliance Officer of a Dealer Member must do all of the following:

(@)

(i)

(iii)

(iv)

(@)

establish and maintain policies and procedures for assessing compliance with the
Rules and applicable securities laws by the Dealer Member and individuals acting on
its behalf;

monitor and assess compliance by the Dealer Member, and individuals acting on its
behalf, with the Rules and applicable securities laws;

report to the Ultimate Designated Person as soon as possible if the Chief Compliance
Officer becomes aware of any circumstances indicating that the firm, or any
individual acting on its behalf, may be in non-compliance with the Rules or
applicable securities laws and

(A) the non-compliance creates a reasonable risk of harm to a client;

(B) the non-compliance creates a reasonable risk of harm to the capital
markets; or

© the non-compliance is part of a pattern of non-compliance;

submit an annual report to the firm’s board of directors, or individuals acting in a
similar capacity for the firm, for the purposes of assessing compliance by the firm,
and individuals acting on its behalf, with the Corporation’s Dealer Member rules and
applicable securities laws.

The Chief Compliance Officer must have access to the Ultimate Designated Person
and the board of directors (or equivalent) at such times as the Chief Compliance
Officer may consider necessary or advisable in view of his or her responsibilities.

The board of directors (or equivalent) of the Dealer Member must review the report of the Chief
Compliance Officer and determine what actions are necessary to rectify any compliance
deficiencies noted in the report and ensure such actions are carried out. The board of directors (or
equivalent) must maintain records of the actions it determines to be necessary and the monitoring to
ensure that those actions are carried out.

A Dealer Member must file with the Corporation:

(a) A copy of a governance document setting out the organizational structure and reporting
relationships, which support the compliance arrangement set out above; and
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(b) Notice of any material changes to the organizational structure and reporting relationships
as set out in subsection (a).
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Rule 38

Linkage (Cross-References)
>Bulletins (1)

Bulletin No. 2866 — By-Laws and Regulations — By-law 38 and Amendments to Policy 2 and By-
law 1.1 (July 19, 2001)

>Notices (3)

Notice No. 12-0379 — Rules Notice — Guidance Note — The Role of Compliance and Supervision
(December 17, 2012)

Notice No. 09-0268 — Rules Notice — Notice of Approval / Implementation — [IROC Dealer
Member Rule Amendments to Implement the CSA’s Registration Reform Project (September 16,
2009)

MRO0089 — Implementation of By-law 38 (August 8, 2001)

Rule 38.1

Linkage (Cross-References)
>Notices (2)

Notices No. 14-0280 — Rules Notice — Guidance Note — Part Time Chief Financial Officers
(December 1, 2014)

Notice No. 09-0268 — Rules Notice — Notice of Approval / Implementation — I[IROC Dealer

Member Rule Amendments to Implement the CSA’s Registration Reform Project (September 16,
2009)

Rule 38.2

Linkage (Cross-References)
>Notices (1)

Notice No. 09-0268 — Rules Notice — Notice of Approval / Implementation — [IROC Dealer

Member Rule Amendments to Implement the CSA’s Registration Reform Project (September 16,
2009)

Rule 38.3

Linkage (Cross-References)
>Notices (2)

Notice No. 20-0262 — Rules Notice — Notice of Approval / Implementation - Early adoption of certain
IIROC Rules into the Dealer Member Rules (December 10, 2020)

Notice No. 09-0268 — Rules Notice — Notice of Approval / Implementation — [IROC Dealer
Member Rule Amendments to Implement the CSA’s Registration Reform Project (September 16,
2009)
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Rule 38.4

Linkage (Cross-References)
>Notices (1)

Notice No. 09-0268 — Rules Notice — Notice of Approval / Implementation — IIROC Dealer
Member Rule Amendments to Implement the CSA’s Registration Reform Project (September 16,
2009)

Rule 38.5

Linkage (Cross-References)
>Notices (1)

Notice No. 09-0268 — Rules Notice — Notice of Approval / Implementation — [IROC Dealer

Member Rule Amendments to Implement the CSA’s Registration Reform Project (September 16,
2009)

Rule 38.6

Linkage (Cross-References)
>Bulletins (1)

Bulletin No. 3674 — By-laws and Regulations — By-laws 38; Policy 6, Parts I and II - Chief
Compliance Officer Qualifying Examination (September 28, 2007)

>Notices (2)

Notices No. 14-0280 — Rules Notice — Guidance Note — Part Time Chief Financial Officers
(December 1, 2014)

Notice No. 09-0268 — Rules Notice — Notice of Approval / Implementation — [IROC Dealer
Member Rule Amendments to Implement the CSA’s Registration Reform Project (September 16,
2009)

History: Amended by Bulletin # 3674.

1R )

Linkage (Cross-References)
>Bulletins (1)

Bulletin No. 3674 — By-laws and Regulations — By-laws 38; Policy 6, Parts I and II - Chief
Compliance Officer Qualifying Examination (September 28, 2007)

>Notices (1)

Notice No. 09-0268 — Rules Notice — Notice of Approval / Implementation — IIROC Dealer
Member Rule Amendments to Implement the CSA’s Registration Reform Project (September 16,
2009)

History: Amended by Bulletin # 3674.
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Rule 38.8
Linkage (Cross-References)
>Bulletins (1)

Bulletin No. 3674 — By-laws and Regulations — By-laws 38; Policy 6, Parts I and II - Chief
Compliance Officer Qualifying Examination (September 28, 2007)

>Notices (1)

Notice No. 09-0268 — Rules Notice — Notice of Approval / Implementation — I[IROC Dealer
Member Rule Amendments to Implement the CSA’s Registration Reform Project (September 16,
2009)

Rule 38.9
Linkage (Cross-References)
>Bulletins (1)

Bulletin No. 3674 — By-laws and Regulations — By-laws 38; Policy 6, Parts I and II - Chief
Compliance Officer Qualifying Examination (September 28, 2007)

>Notices (1)

Notice No. 09-0268 — Rules Notice — Notice of Approval / Implementation — IIROC Dealer
Member Rule Amendments to Implement the CSA’s Registration Reform Project (September 16,
2009)
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RULE 39: PRINCIPAL AND AGENT

All Rules and Forms of the Corporation that refer to the term employee shall be deemed to refer as
well to the term agent and all references to the term employment shall be deemed to refer as well to
the term agency relationship, where applicable.

For the purposes of this Rule “securities related business” means any business or activity (whether
or not carried on for gain) engaged in, directly or indirectly, which constitutes trading or advising in
securities or exchange contracts (including commodity futures contracts and commodity futures
options) for the purposes of applicable securities legislation and exchange contracts legislation in
any jurisdiction in Canada, including for greater certainty, sales pursuant to exemptions under that
legislation.

The relationship between the Dealer Member and any person conducting securities related business
on behalf of the Dealer Member may be that of:

a) an employee, or
b) an agent who is not an employee,
but may not be that of an incorporated salesperson.

Where a Dealer Member structures its business relationship with a person conducting securities
related business on behalf of the Dealer Member using the principal / agent relationship
contemplated in paragraph 39.3(b), the Dealer Member shall ensure that:

a) the business relationship is not contrary to the provisions of applicable legislation;

b) such agent is registered or licensed in the manner necessary, and is in good standing,
under the applicable legislation in the province or territory where the agent proposes to
act;

c) the Dealer Member shall be responsible for, and shall supervise the conduct of the agent

in respect of the business including compliance with applicable legislation and the Rules
of the Corporation, including the by-laws, rulings, policies, rules, regulations, orders and
directions of any self-regulatory organization or similar authority to which the Dealer
Member is subject;

d) the Dealer Member shall be liable to clients (and other third parties) for the acts and
omissions of the agent relating to the Dealer Member’s business as if the agent were an
employee of the Dealer Member;

e) the agent is in compliance with applicable legislation and the Rules of the Corporation,
including the by-laws, rulings, policies, rules, regulations, orders and directions of any
self-regulatory organization or similar authority to which the Dealer Member is subject;

f) the financial institution bond and insurance policies required to be maintained by the
Dealer Member pursuant to Rule 17 and Rule 400 cover and relate to the conduct of the
agent;

g) all books and records prepared and maintained by the agent in respect of the business of

the Dealer Member shall be in accordance with Rule 17 and Rule 200 and all applicable
legislation and shall be the property of the Dealer Member and shall be available for
review by and delivery to the Dealer Member at all times and upon termination of the
agreement referred to in paragraph (n);
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the Dealer Member shall, at all times, have access to the premises of the agent where the
agent conducts securities related business on behalf of the Dealer Member ;

in the event of a compliance issue arising in respect of a client or clients, the Dealer
Member shall be entitled to take control of all future dealings with the client or clients;

all securities related business conducted by the agent is in the name of the Dealer
Member subject to Rule 29.7A;

the agent shall not conduct securities related business with or on behalf of any person
other than the Dealer Member;

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

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

the Dealer Member and the agent shall enter into an agreement in writing which shall be
provided to the Corporation prior to engaging in the principal/agent relationship and shall
contain terms which include the provisions of paragraph (a) to (m), inclusive, and which
do not include provisions which are inconsistent with paragraph (a) to (m), and shall
provide the Corporation with a certificate by an officer or director of such Dealer
Member and upon request by the Corporation shall provide an opinion of counsel
confirming the agreement is in compliance with such provisions;

the Dealer Member and the Corporation shall enter into an agreement in writing prior to
the Dealer Member engaging in the principal/agent relationship, which shall contain
terms which include the provisions of paragraphs (¢) and (d) that specifically relate to the
Dealer Member’s responsibility for and supervision of the agent to ensure the agent’s
compliance with applicable legislation and the Rules of the Corporation, including the
by-laws, rulings, policies, rules, regulations, orders and directions of any self-regulatory
organization or similar authority to which the Dealer Member is subject and relate to the
Dealer Member’s liability to clients (and other third parties) for the acts and omissions of
the agent relating to the Dealer Member’s business as if the agent were an employee of
the Dealer Member;

the agreements referred to in paragraphs (n) and (o) shall be in a form satisfactory to the
Corporation;

the Dealer Member and the agent shall be responsible for ensuring all arrangements
between them comply with applicable tax laws and for providing satisfactory evidence to
the Corporation of such compliance.
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APPENDIX A

INVESTMENT INDUSTRY REGULATORY ORGANIZATION OF CANADA

PROVISIONS FOR AGENCY AGREEMENTS
IN CONNECTION WITH RULE 39.4

Definitions

(a) "Agent" means [e].

(b) "Applicable Laws" means all laws, legislation and regulations of any governmental
entity that are applicable to the Dealer Member and all by-laws, rulings, policies, rules,
regulations, orders and directions of any self-regulatory organization or similar authority
that are applicable to the Dealer Member, including, without limitation, the Rules.

() "Client" means a person who has engaged the services of the Dealer Member through the
Agent.

(d) "Corporation" means Investment Industry Regulatory Organization of Canada.

(e) "Rules" means the Rules of the Corporation as each may be amended, supplemented,
restated or replaced from time to time.

® "Dealer Member” means [e], together with its successors and permitted assigns.

(2) "Dealer Member Business" means any business activity of the Agent conducted on
behalf of the Dealer Member.

(h) "Non-Dealer Member Business" means any business activity of the Agent that is not
Dealer Member Business.

) "Records" means books, records, client files, client information and all other
documentation of the Agent relating in any way to Dealer Member Business, whether in
written or electronic form.

) "Securities Related Business" has the meaning specified in Rule 39.2.

Confirmation of Supremacy of Rule 39.4

(a)

The Agent and the Dealer Member acknowledge and confirm that this Agreement is
intended to be made and be effective in compliance with the Rules, including without
limitation Rule 39.4. In the event of any inconsistency between the terms of this
Agreement and the terms of Rule 39.4, the terms of Rule 39.4 shall prevail. Any such
inconsistent terms of this Agreement shall be deemed to be severable and deleted with the
intent that this Agreement shall be construed, complied with by the Agent and the Dealer
Member and enforced in a manner that gives full effect to the terms of Rule 39.4.

Compliance by the Agent with Applicable Laws

(a)

(b)

The Agent represents and warrants to the Dealer Member that (i) it is registered or
licensed in the manner necessary under all Applicable Laws; (ii) it is in good standing
under all Applicable Laws; and (iii) it is in compliance with all Applicable Laws.

The Agent shall (i) maintain any registrations or licenses in the manner necessary under
all Applicable Laws; (ii) remain in good standing under all Applicable Laws; and (iii)
comply with all Applicable Laws.
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Conduct of the Agent's Business

(a)

(b)

Subject to Rule 29.7A, the Agent shall conduct all Dealer Member Business in the name
of the Dealer Member.

The Agent shall not conduct any Securities Related Business with, in respect of or on
behalf of any person other than the Dealer Member. The Agent shall not conduct any
Non-Dealer Member Business except as disclosed in writing to the Dealer Member and
as consented to in writing by the Dealer Member.

Supervision of the Agent by the Member

(a)

(b)

(©)

(d)

(e)

()

The Dealer Member shall be responsible for the conduct of the Agent, and shall supervise
the conduct of the Agent in respect of Dealer Member Business, including, without
limitation, compliance by the Agent with all Applicable Laws and with the terms of this
Agreement.

If the Agent is engaged in or carrying on Non-Dealer Member Business, the Dealer
Member shall monitor and enforce compliance with the terms of this Agreement directly,
and not by or through any other person.

The Agent shall ensure that the terms or basis on which it is engaged in or carries on
Non-Dealer Member Business comply with the terms of this Agreement and the Rules
and do not prevent or impair the ability of the Dealer Member or the Corporation from
monitoring and enforcing compliance by the Agent with the terms of this Agreement and
the Rules.

Where the Dealer Member and Agent agree that the Agent shall make written disclosure
to Clients advising Clients of the business activity included in or excluded from the
Securities Related Business that the Dealer Member conducts and that any other business
activity conducted by the Agent is not the responsibility of the Dealer Member but the
responsibility of the Agent alone, the Dealer Member shall be responsible for ensuring
that the Agent provides the disclosure directly to Clients.

The Dealer Member shall be liable to clients (and other third parties) for the acts and
omissions of the Agent relating to Dealer Member Business as if the Agent were an
employee of the Dealer Member, subject to any defence available to the Dealer Member
under Applicable Laws.

In the event that:

(i)  the Corporation, a securities commission or any other regulatory authority having

jurisdiction has advised the Dealer Member to the effect that, or has commenced an
investigation or any proceeding on the basis that, or

(i)  the Dealer Member has reasonable grounds to believe that,

the conduct by the Agent of any business in respect of any Client or Clients is not in
compliance with any Applicable Laws, the Dealer Member may immediately and without
notice to the Agent assume responsibility for and control of all or any dealings and
communications with such Client or Clients, and the Agent shall not engage in any such

dealings or communications with the Client or Clients for as long as and to the extent that the
Dealer Member has assumed such responsibility. During the period that the Dealer Member
has assumed responsibility for the Client or Clients in the manner above, the Dealer Member
may designate another employee or agent of the Dealer Member who is qualified to provide
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such services to the Client or Clients as may be necessary or desirable in connection with its
Dealer Member Business, and all or any portion of the remuneration otherwise payable to the
Agent in respect of such services or business may be directed or paid to such other employee
or agent.

Records and Insurance

(a) The Agent shall prepare all Records in accordance with Rule 17, Rule 200 and all other
Applicable Laws.

(b) The Agent's Records are the property of the Dealer Member. Upon the request of the
Dealer Member for any reason, including, without limitation, the termination of this
Agreement, the Agent shall forthwith deliver the Records to the Dealer Member.

(©) The Dealer Member shall maintain, in accordance with Rule 17 and Rule 400, financial
institution bond and insurance policies that cover and relate to the conduct of the Agent.

Access by the Member

(a) The Agent shall make the Records available for review by the Dealer Member at the
premises where the Agent conducts securities related business on behalf of the Dealer
Member and at any other place the Records are located. The Dealer Member has the
right to inspect the Records at any time, immediately upon demand by the Dealer
Member.

(b) The Dealer Member has the right to access any place of business of the Agent at any and
all times. The Dealer Member may exercise such right to access at any time,
immediately upon demand by the Dealer Member.
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APPENDIX B
MEMBER AGREEMENT REGARDING AGENTS

TO: INVESTMENT INDUSTRY REGULATORY ORGANIZATION OF CANADA(THE
"CORPORATION")

RECITALS:
A. The Dealer Member is a member of the Corporation and has agreed to be bound by its
By-laws and Rules ("Rules").
B. Rule 39.4(0) of the Corporation requires the Dealer Member to enter into this Agreement,

which is in addition to, and does not replace or modify, the Rules or any agreement
between the Corporation and the Dealer Member.

For valuable consideration, the receipt and sufficiency of which are hereby acknowledged, the
Dealer Member agrees that:

I. The Dealer Member shall ensure that each of its agents (as defined in Rule 39.3(b)) complies with
all laws, legislation and regulations of any governmental entity that are applicable to such agent and
all by-laws, rulings, policies, rules, regulations, orders and directions of any self-regulatory
organization or similar authority that are applicable to such agent (collectively, "Applicable Laws"),
as if such agent is an employee of the Dealer Member.

2. The Dealer Member shall enter into an agreement with each agent of the Dealer Member, in
accordance with Rule 39.4(n) of the Corporation, pursuant to which the agent agrees to comply with
all Applicable Laws.

3. The Dealer Member shall administer and comply with all Rules as if each agent of the Dealer

Member is an employee of the Dealer Member and, without limitation, shall be responsible for and
shall supervise the conduct of each agent in respect of its business, including compliance with
Applicable Laws as if such agent is an employee of the Dealer Member.

4. The Dealer Member or the agent of the Dealer Member shall make written disclosure to the client
advising the client of the business activity included in or excluded from the securities related
business (as defined in Rule 39) that the Dealer Member conducts and that any other business
activity conducted by the agent is not the responsibility of the Dealer Member but is the
responsibility of the agent alone. The disclosure to new clients shall be provided at the time an
account is opened for a client. The disclosure to existing clients shall be provided simultaneously
with the language set out in Paragraph 7 within 6 months of the effective date of Rule 39.

5. Where the written disclosure described in Paragraph 4 is made by the agent, the Dealer Member
shall ensure that the agent provides the disclosure directly to the client.

6. At the time an account is opened for a client, the Dealer Member shall include the following
language in the New Client Application Form:

Your investment adviser may be an employee or an agent of [Dealer Member firm]. In either
case, [Dealer Member firm] will be irrevocably liable to you, and will continue to be liable to
you for the acts and omissions of your investment adviser relating to [Dealer Member firm’s]
business as if the investment adviser were an employee of [Dealer Member firm]. By
continuing to deal with our firm you accept our offer of indemnity.
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7. For existing client accounts that were opened with the Dealer Member on or before the effective
date of Rule 39, the Dealer Member shall deliver to clients a document that includes the language as
set out in Paragraph 6.

8. This Agreement shall be governed by the laws of the [applicable province or territory] and the laws
of Canada applicable in the [applicable province or territory].

9. This Agreement shall enure to the benefit of, and shall be binding upon, the parties hereto and their
successors and permitted assigns, provided that the Dealer Member may not assign its rights and
obligations hereunder without the prior written consent of the Corporation.

DATED as of the day of

[MEMBER]

Name:

Title:
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Rule 39
Linkage (Cross-References)

>Bulletins (1)

Bulletin No. 2703 — Notice — Principal / Agent Relationships (March 20, 2000)
>Notices (1)

MRO0086 — Principal / Agent Relationships (July 18, 2001)

Rule 39.4

Linkage (Cross-References)
>Bulletins (1)

Bulletin No. 3153 — By-Laws and Regulations — By-law 39 Principal and Agent Relationships
(May 20, 2003)

>Notices (2)

MR0239 — Principal/Agent Relationships and Financial Planning (September 9, 2003)
MRO0217 — Principal and Agent Relationships (June 2, 2003)
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RULE 40: INDIVIDUAL APPROVALS, NOTIFICATIONS AND FEES AND THE

NATIONAL REGISTRATION DATABASE

Definitions

For the purposes of this Rule 40,

(1)

2)

3)

4)

)

(6)

(7

(®)

)

(10)

(11

(12)

(13)

(14)

“authorized firm representative” or “AFR” means, for a Dealer Member, an individual
with his or her own NRD user ID and who is authorized by the Dealer Member to submit
information in NRD format for that Dealer Member and individual applicants with
respect to whom the Dealer Member is the sponsoring Dealer Member.

“chief AFR” means, for a Dealer Member filer, an individual who is an AFR and has
accepted an appointment as a chief AFR by the Dealer Member.

“Form 33-109F1” means Form 33-109F1 Notice of Termination of Registered
Individuals and Permitted Individuals mandated by National Instrument 33-109
Registration Information.

“Form 33-109F2” means Form 33-109F2 Change or Surrender of Individual Categories
mandated by National Instrument 33-109 Registration Information.

“Form 33-109F3” means Form 33-109F3 Business Locations other than Head Office
mandated by National Instrument 33-109 Registration Information.

“Form 33-109F4” means Form 33-109F4 Registration of Individuals and Review of
Permitted Individuals mandated by National Instrument 33-109 Registration Information.

“Form 33-109F5” means Form 33-109F5 Change of Registration Information mandated
by National Instrument 33-109 Registration Information.

“Form 33-109F7” means Form 33-109F7 Reinstatement of Registered Individuals and
Permitted Individuals mandated by National Instrument 33-109 Registration Information.

“National Registration Database” or “NRD” means the online electronic database of
registration and approval information regarding Dealer Members, their registered or
approved partners, Officers, Directors, employees or agents and other firms and
individuals registered under securities legislation in Canada, and includes the computer
system providing for the transmission, receipt, review and dissemination of that
registration information by electronic means.

“NRD account” means an account with a member of the Canadian Payments Association
from which fees may be paid with respect to NRD by electronic pre-authorized debit.

“NRD Administrator” means CDS INC. or a successor appointed by the Canadian
securities regulatory authorities and the Corporation to operate NRD.

“NRD format” means the electronic format for submitting information through the NRD
website.

“NRD Multilateral Instrument 31-102” means Multilateral Instrument 31-102 National
Registration Database adopted by the Canadian securities regulatory authorities.

“NRD Multilateral Instrument 33-109” means Multilateral Instrument 33-109
Registration Information adopted by the Canadian securities regulatory authorities.
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“NRD submission” means information that is submitted under this Rule 40 in NRD
format, or the act of submitting information under this Rule 40 in NRD format, as the
context requires.

“NRD website” means the website operated by the NRD Administrator for the NRD
submissions.

Obligations of Dealer Members regarding the National Registration Database

(1)

Each Dealer Member shall

(a) enrol in NRD and pay to the NRD Administrator an enrolment fee calculated as
prescribed by the Board;

(b) have one and no more than one chief AFR enrolled with the NRD Administrator;

(© maintain one and no more than one NRD account;

(d) notify the NRD Administrator of the appointment of a chief AFR within 7 days
of the appointment;

(e) notify the NRD Administrator of any change in the name of the firm's chief AFR
within 7 days of the change;

® submit any change in the name of an AFR, other than the firm's chief AFR, in
NRD format within 7 days of the change; and

(2) submit any change in the phone number, fax number or e-mail address of the
chief AFR in NRD format within 7 days of the change.

Approvals and Notifications

(1

2)

3)

Each Dealer Member making an application for approval of an individual in any capacity
required under any Rule of the Corporation or an application for reinstatement of
approval shall make such application to the Corporation through the NRD on Form 33-
109F4 or Form 33-109F7 as applicable.

Each Dealer Member making an application under subsection (1) shall be liable for and
pay such fees as are prescribed from time to time by the Board, including but not limited
to application fees payable to the NRD Administrator for use of the NRD for the making
of such an application.

Any fees payable to the Corporation or to the NRD Administrator pursuant to subsection
(3) above shall be submitted by electronic pre-authorized debit through NRD.

Change of Approval Category or Type of Business

(1

2

)

Each Dealer Member making an application for approval of any Approved Person in a
different or additional capacity requiring approval under any Rule of the Corporation or
to surrender an existing approval shall make such application to the Corporation through
the NRD on Form 33-109F2.

Each Dealer Member making an application under subsection (1) shall be liable for and
pay such change of status fees as are prescribed from time to time by the Board,
including but not limited to application fees payable to the NRD Administrator for use of
the NRD for the making of such an application.

Any fees payable to the Corporation or the NRD Administrator pursuant to subsection (2)
above shall be submitted by electronic pre-authorized debit through NRD.

147



40.5

40.6

40.7

4)

)

April 22, 2021
IIROC Dealer Member Rules

Each Dealer Member must notify the Corporation through NRD on Form 33-109F2 when
an Approved Person changes the type of business in which he or she engages or customer
type as described in Rule 18.2(b).

Prior to providing notice of a change in the type of business in which an Approved
Person will engage, a Dealer Member must ensure that it has notified the Corporation
through NRD of the successful completion of the proficiency requirements under Rule
2900 necessary to undertake the type of business or that the Approved Person has been
granted an exemption from the proficiency requirements under Rule 2900 and Rule 20.

Report of Changes pursuant to Rule 3100

(1)

Each Dealer Member making a report of a change regarding an Approved Person
required pursuant to section [.B.1(a) of Rule 3100 of the Corporation shall make the
report through the NRD on Form 33-109F5 in the time required pursuant to NRD
National Instrument 33-109.

Exemption request

(1)

2)

)

Each Dealer Member making an application for an exemption of an Approved Person or
applicant for approval from a proficiency requirement pursuant to the Corporation’s Rule
2900 that is submitted with an application for approval made through the NRD shall
make such application to the Corporation through the NRD.

Each Dealer Member making an application under subsection (1) above shall be liable for
and pay to the Corporation an exemption request fee as prescribed from time to time by
the Board.

Any fees payable to the Corporation and to the NRD Administrator pursuant to
subsection (2) above shall be submitted by electronic pre-authorized debit through NRD.

Termination of Approved Persons

(1)

2

3)

Each Dealer Member shall notify the Corporation of the termination of the Dealer
Member’s employment of or principal/agent relationship with any individual approved in
any capacity under any Rule of the Corporation through the NRD on Form 33-109F1
within the time period and in the manner prescribed in NRD National Instrument 33-109
for a registered firm, as defined in NRD National Instrument 33-109, to notify the
regulator of the same type of event.

If an Approved Person ceases to have an employment, partnership or agency relationship
with a Dealer Member, the individual’s approval with the Dealer Member is suspended
until reinstated by the Corporation or under the Rules of the Corporation.

Despite 40.3(1), the approval of an individual suspended under paragraph (2) is reinstated
on the date the individual submits a completed Form 33-109F7 in accordance with NRD
National Instrument 31-102 if:

(a) the Form 33-109F7 is submitted on or before the 90™ day after the cessation date;

(b) after the cessation date there have been no changes to the information previously
submitted in respect of any of the following items of the individual’s Form 33-
109F4:

(A) item 13 [Regulatory disclosure];
B) item 14 [Criminal disclosure];
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© item 15 [Civil disclosure];
(D) item 16 [Financial disclosure],

(©) the individual’s employment, partnership or agency relationship with the former
sponsoring firm did not end because the individual was asked by the firm to
resign, or was dismissed, following an allegation against the individual of any of
the following:

(A) criminal activity,
(B) a breach of securities laws, or

© a breach of the rules of the Corporation;

(d) the individual is seeking reinstatement in the same category of approval in which
the individual was approved on the cessation date.

Each Dealer Member shall be liable for and pay to the Corporation fees in the amounts
prescribed from time to time by the Board for the failure of the Dealer Member to file a
notification required under subsection (1) above within the time period referred to in
subsection (1).

Any fees payable to the Corporation pursuant to subsection (4) above shall be submitted
by electronic pre-authorized debit through NRD.

Notification of Opening or Closing of a Business Location

(1

2)

Each Dealer Member required to notify the Corporation of the opening or closing of a
Business Location pursuant to Rule 4.6 must do so through the NRD on Form 33-109F3
within the time period prescribed in NRD National Instrument 33-109 for a registered
firm, as defined in NRD National Instrument 33-109, to notify the regulator of the
opening or closing, as applicable, of a business location.

Each Dealer Member must notify the Corporation through the NRD of any change in the
address or supervision of any Business Location within the time period prescribed in
NRD National Instrument 33-109 for a registered firm, as defined in NRD National
Instrument 33-109, to notify the regulator of a change in a business location.

Annual NRD User Fee

(1)

2

Each Dealer Member shall be liable for and pay to the NRD Administrator an annual user
fee as prescribed from time to time by the Board for each person approved in any
capacity under any Rule of the Corporation and recorded as such on the NRD as of the
date of calculation of such annual fee as prescribed by the Board.

Any fees payable to the NRD Administrator pursuant to subsection (1) above shall be
submitted by electronic pre-authorized debit through NRD.

Repealed.

Temporary Hardship Exemption

(1

If unanticipated technical difficulties prevent a Dealer Member from making a
submission in NRD format within the time required under this Rule 40, the Dealer
Member is exempt from the requirement to make the submission within the required time
period, if the Dealer Member makes the submission in paper format or NRD format no
later than 7 days after the day on which the information was required to be submitted.
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2) If unanticipated technical difficulties prevent a Dealer Member from submitting an
application in NRD format, the Dealer Member may submit the application other than
through the NRD website.

3) If a Dealer Member makes a paper format submission under this section, the Dealer

Member must include the following legend in capital letters at the top of the first page of
the submission:

IN ACCORDANCE WITH CORPORATION RULE 40.11 AND SECTION 5.1 OF
NATIONAL INSTRUMENT 31-102 NATIONAL REGISTRATION DATABASE (NRD),
THIS [SPECIFY DOCUMENT] IS BEING SUBMITTED IN PAPER FORMAT UNDER A
TEMPORARY HARDSHIP EXEMPTION.

4 If a Dealer Member makes a submission other than through the NRD website under this
section, the Dealer Member must resubmit the information in NRD format as soon as
practicable and in any event within 14 days after the unanticipated technical difficulties
have been resolved.

40.12 Due Diligence and Record Keeping

@) Each Dealer Member must make reasonable efforts to ensure that information submitted
in any submission through the NRD is true and complete.

2) Each Dealer Member must retain all documents used by the Dealer Member to satisfy its
obligation under subsection (1) for a period of no less than 7 years after the individual
ceases to be an Approved Person of the Dealer Member.

3) A Dealer Member that retains a document under subsection (2) in respect of an NRD
submission must record the NRD submission number on the document.

@) A Dealer Member must obtain from each individual who is approved to act on behalf of
the firm a copy of the Form 33-109F1 most recently submitted by the individual’s former
sponsoring firm in respect of that individual, if any, within 60 days of the firm becoming
the individual’s sponsoring firm.

40.13 Repealed.

Rule 40
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RULE 41: CANADIAN INVESTOR PROTECTION FUND

41.1  The Corporation is authorized to enter into and perform its obligations under agreements or other
arrangements with the Canadian Investor Protection Fund as may be, in the discretion of the Board
of Directors, consistent with the objects of the Corporation including, without limitation, the
Industry Agreement in effect between the Corporation and the Canadian Investor Protection Fund,
as the same may be amended from time to time (the Industry Agreement). The President, his or her
staff or any other person designated by the Board of Directors shall be authorized to execute and
deliver any such agreements, or make any such arrangements, and to do all acts and things as may
be necessary to permit the Corporation to exercise its rights or perform its obligations thereunder.

41.2  In respect of the Industry Agreement or other agreements and arrangements entered into by the
Corporation in accordance with Rule 41.1 from time to time, each Dealer Member:

(a)

(b)

(©)

(d)

(e)

shall promptly pay to the Corporation its regular and special Canadian Investor Protection
Fund assessments;

shall provide to the Canadian Investor Protection Fund or to the Corporation all
information required to assess its financial condition or Canadian Investor Protection
Fund risk of loss;

acknowledges and consents to the exchange of information relating to its operations,
including information pertaining to its partners, directors, officers, shareholders,
employees and agents, or any other persons permitted by law, or its customer’s affairs,
between the Corporation and the Canadian Investor Protection Fund, in accordance with
any information sharing agreements or arrangements made by them;

shall permit the Canadian Investor Protection Fund to conduct reviews of its operations in
respect of Industry Agreement Reportable Conditions or other agreement or arrangement
Reportable Conditions and shall fully cooperate with the Canadian Investor Protection
Fund, and its staff and advisers, in connection with such reviews;

shall comply with such actions as the Canadian Investor Protection Fund may direct the
Corporation to take, or with such actions as Canadian Investor Protection Fund may take
on behalf of the Corporation as authorized.

Rule 41

Linkage (Cross-References)

>Notices (1)

Notice No. 09-0243 — Rules Notice — Notice of Approval / Implementation — Canadian Investor
Protection Fund (August 25, 2009)

History: Amended by Notice 09-0243.
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RULE 42: CONFLICTS OF INTEREST

Responsibility to identify conflicts of interest

(D) Each Dealer Member and, where applicable, Approved Person shall take reasonable steps
to identify existing and potential material conflicts of interest between the interests of the
Dealer Member or Approved Person and the interests of the client.

2) Where an Approved Person becomes aware of an existing or potential material conflict of
interest, the existing or potential conflict shall be reported immediately to the Dealer
Member.

Approved Person responsibility to address conflicts of interest

€)) The Approved Person must consider the implications of any existing or potential material
conflicts of interest between the Approved Person and the client.

2) The Approved Person must address all existing or potential material conflicts of interest
between the Approved Person and the client in a fair, equitable and transparent manner,
and consistent with the best interests of the client or clients.

3) Any existing or potential material conflict of interest between the Approved Person and
the client that cannot be addressed in a fair, equitable and transparent manner, and
consistent with the best interests of the client or clients, must be avoided.

Dealer Member responsibility to address conflicts of interest

(D The Dealer Member must consider the implications of any existing or potential material
conflicts of interest between the Dealer Member and the client.

2) The Dealer Member must address the existing or potential material conflict of interest in
a fair, equitable and transparent manner, and considering the best interests of the client or
clients.

3) Any existing or potential material conflict of interest between the Dealer Member and the

client that cannot be addressed in a fair, equitable and transparent manner, and
considering the best interests of the client or clients, must be avoided.

4) The Dealer Member must adequately supervise how existing or potential material
conflicts of interest between the Approved Person and the client are addressed by its
Approved Persons pursuant to section 42.2.

Responsibility to disclose conflicts of interest

(1) Unless avoided, an existing or potential material conflict of interest must be disclosed to
the client in all cases where a reasonable client would expect to be informed:
(a) for new clients, prior to opening an account for the client; and
(b) for existing clients, either as the conflict of interest occurs or, in the case of a
transaction related conflict of interest, prior to entering into the transaction with
the client.

Conlflicts of interest policies and procedures

(D Each Dealer Member shall develop and maintain written policies and procedures to be
followed in identifying, avoiding, disclosing and addressing material conflict of interest
situations.
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Rule 42

Linkage (Cross-References)
>Notices (4)

Notice No. 12-0225 — Rules Notice — Notice of Approval / Implementation — Client Relationship
Model — Extension of implementation of the enhanced suitability assessment requirements prescribed
by Dealer Member Rule 1300.1 (July 19, 2012)

Notice No. 12-0109 — Rules Notice — Guidance Note — Know your client and suitability - Guidance
(March 26, 2012)

Notice No. 12-0108 — Rules Notice — Guidance Note — Client Relationship Model - Guidance
(March 26, 2012)

Notice No. 12-0107 — Rules Notice — Notice of Approval / Implementation — Client Relationship
Model — Implementation (March 26, 2012)
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RULE 43: PERSONAL FINANCIAL DEALINGS WITH CLIENTS

An employee or Approved Person of a Dealer Member must not, directly or indirectly, engage in
any personal financial dealings with clients.

Personal financial dealings include, but are not limited to, the following types of dealings:
(1)  Accepting any consideration

(1) Except as described in sub-clauses 43.2(1)(i)(a) and 43.2(1)(i)(b) below, accepting any
consideration, including remuneration, gratuity or benefit, from any person other than the
Dealer Member for any activities conducted on behalf of a client.

(a) Consideration that is non-monetary, of minimal value, and infrequent such that
it will not cause a reasonable person to question whether it created a conflict of
interest or otherwise improperly influenced the Dealer Member, its employees
or agents would not be considered to be consideration for the purposes of
clause 43.2(1)(i).

(b) Compensation received from a client in exchange for services provided
through an approved outside business activity would not be considered to be
consideration for the purpose of clause 43.2(1)(i).

(2) Settlement agreements without the Dealer Member’s approval

@) Entering into a settlement agreement without the Dealer Member’s prior written consent;
or
(i1) Paying for client account losses out of personal funds without the Dealer Member’s prior

written consent.

(3) Borrowing from clients

(1) Borrowing money or receiving a guarantee in relation to borrowing money, securities or
any other assets from a client, unless:

(a) The client is a financial institution whose business includes lending money to
the public and the borrowing is in the normal course of the institution’s
business; or

(b) The client is a Related Person as defined by the Income Tax Act (Canada) and
the transaction is addressed in accordance with the Dealer Member’s policies
and procedures; and

(© In the case of Registered Representatives and Investment Representatives, the
arrangement set out in sub-clause 43.2(3)(i)(b) is disclosed to and approved in
writing by the Dealer Member, prior to the transaction.

(4) Lending to clients

(1) Lending money, or providing a guarantee in relation to a loan of money, securities or any
other assets to a client, unless:
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(a) The client is a Related Person as defined by the Income Tax Act (Canada) and
the transaction complies with the Dealer Member’s policies and procedures;
and

(b) In the case of Registered Representatives and Investment Representatives, the
arrangement set out in sub-clause 43.2(4)(i)(a) is disclosed to and approved in
writing by the Dealer Member, prior to the transaction.

(5) Control or authority

@) Acting as a Power of Attorney, trustee, executor, or otherwise having full or partial
control or authority over the financial affairs of a client, unless:

(a) The client is a Related Person as defined by the Income Tax Act (Canada) and
the existence of such control is addressed in accordance with the Dealer
Member’s policies and procedures; and

(b) In the case of Registered Representatives and Investment Representatives, the
arrangement in sub-clause 43.2(5)(i)(a) is disclosed to and approved in writing
by the Dealer Member, prior to the transaction.

(i1) In the case of discretionary and managed accounts, clause 43.2(5)(i) does not apply to the
extent that the control or authority exercised is consistent with the Corporation’s
applicable requirements for such accounts.

Rule 43
Linkage (Cross-References)
>Notices (1)

Notice No. 13-0162 — Rules Notice — Notice of Approval / Implementation — Personal financial
dealing and outside business activities (June 13, 2013)
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RULE 100: MARGIN REQUIREMENTS

100.1. In this Rule 100 and, unless the contrary is specified, in each Rule, Ruling or Form of the
Corporation, each term used which is not defined herein or therein, but is defined or used in Form 1

100.2.

shall have the meaning as defined or used in Form 1.

For the purpose of Rule 17.13 and this Rule 100 the following margin requirements are hereby

prescribed:

(a) Bonds, Debentures, Treasury Bills and Notes

(i) Bonds, debentures, treasury bills and other securities of or guaranteed by the
Government of Canada, of the United Kingdom, of the United States of America and
of any other national foreign government (provided such foreign government
securities are currently rated Aaa or AAA by Moody's Investors Service, Inc. or
Standard & Poor's Corporation, respectively), maturing (or called for redemption):

within 1 year

over 1 year to 3 years
over 3 years to 7 years
over 7 years to 11 years

over 11 years

1% of market value multiplied by the
fraction determined by dividing the
number of days to maturity by 365

1 % of market value
2% of market value
4% of market value

4% of market value

(i) Bonds, debentures, treasury bills and other securities of or guaranteed by any
province of Canada and obligations of the International Bank for Reconstruction and
Development, maturing (or called for redemption):

within 1 year

over 1 year to 3 years
over 3 years to 7 years
over 7 years to 11 years

over 11 years

2% of market value multiplied by the
fraction determined by dividing the
number of days to maturity by 365

3% of market value
4% of market value
5% of market value

5% of market value

(iii)) Bonds, debentures or notes (not in default) of or guaranteed by any municipal
corporation in Canada or the United Kingdom maturing:

within 1 year

over 1 year to 3 years
over 3 years to 7 years
over 7 years to 11 years

over 11 years

3% of market value multiplied by the
fraction determined by dividing the
number of days to maturity by 365

5% of market value
5% of market value
5% of market value

5% of market value
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Other non-commercial bonds and debentures, (not in default):

10% of market value

Commercial and corporate bonds, debentures and notes (not in default) and non-
negotiable and non-transferable trust company and mortgage loan company
obligations registered in the Dealer Member’s name maturing:

within 1 year 3% of market value (*)
over 1 year to 3 years 6% of market value (*)
over 3 years to 7 years 7% of market value (*)
over 7 years to 11 years 10% of market value (*)
over 11 years 10% of market value(*)
(1) If convertible and selling over par, the margin required shall be the lesser

2

3)

“)

®)

of:

(a) the sum of:

(1)  the above rates multiplied by par value; and

(i) the excess of market value over par value;

and

(b) the maximum margin requirement for a convertible security
calculated pursuant to Rule 100.21.

If convertible and selling at or below par, the margin required shall be
the above rates multiplied by market value.

If selling at 50% of par value or less and if rated "B" or lower by either
Canadian Bond Rating Service or Dominion Bond Rating Service, the
margin requirement shall be 50% of market value.

In the case of U.S. pay securities if selling at 50% of par value or less
and if rated "B" or lower by either Moody's or Standard & Poor's, the
margin requirement shall be 50% of market value.

If convertible and a residual debt instrument (zero coupon), the margin
requirement shall be the lesser of:

(a) the greater of:

(i)  the margin requirement for a convertible debt instrument calculated

pursuant to this Rule 100.2(a)(v); and

(i)  the margin requirement for a residual debt instrument (zero coupon)

instrument calculated pursuant to Rule 100.2(a)(xi);
and;

(b) the maximum margin requirement for a convertible security
calculated pursuant to Rule 100.2.

160



(vi)

(6)

April 22, 2021
IIROC Dealer Member Rules

Where such commercial and corporate bonds, debentures and notes are
obligations of companies whose notes are acceptable notes as defined in
Rule 100.2(a)(vi) then the margin requirements in such Rule shall apply.

Acceptable commercial, corporate and finance company notes, and trust company
and mortgage loan company obligations readily negotiable and transferable and

maturing:

within 1 year

over 1 year

3% of market value multiplied by the
fraction determined by dividing the
number of days to maturity by 365

apply rates for commercial and corporate
bonds, debentures and notes

"Acceptable Commercial, Corporate and Finance Company Notes" means
notes issued by a company incorporated in Canada or in any province of Canada
and (a) having a net worth of not less than $10,000,000, (b) guaranteed by a
company having a net worth of not less than $10,000,000, or (c) a binding
agreement exists whereby a company having a net worth of not less than
$25,000,000 is obliged, so long as the notes are outstanding, to pay to the issuing
company or to a trustee for the note-holders, amounts sufficient to cover all
indebtedness under the notes where the borrower, either:

(A) Files annually under the applicable provincial legislation a prospectus
relating to its notes which have a term to maturity of one year or less and
provides to Dealer Members acting as authorized agent(s) the following
information in written form:

(B)

(1

2)

Disclosure of limitation, if any, on the maximum principal
amount of notes authorized to be outstanding at any one time;
and

A reference to the bank lines of credit of the borrower or of its
guarantor if a guarantee is required; or

Provides to Dealer Members acting as authorized agent(s) an information
circular or memorandum which includes or is accompanied by the
following:

(1)

2)

3)

(i)

Recent audited financial statements of the borrower or of its
guarantor if a guarantee is required;

An extract from the borrower's general borrowing by-law dealing
with the borrower's corporate authorization to borrow;

A true copy of a resolution of directors of the borrower certified
by the borrower's Secretary and stating in substance:

The limitation, if any, on the maximum amount authorized to be
borrowed by way of issue of notes, and

Those officers of the borrower company who may legally sign the
notes by hand or by facsimile;
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Where notes are guaranteed, a certified copy of a resolution of
directors of the guarantor company, authorizing the guarantee of
such notes;

A certificate of incumbency and facsimile signatures of the
authorized signing officers of the borrower and its guarantor, if
any;

Specimen copies of the note or notes;

A favourable opinion of counsel for the borrower regarding the
incorporation, organization and corporate status of the borrower,

its corporate capacity to issue the notes and the due authorization
by it of the issuance of the notes;

Where notes are guaranteed, a favourable opinion of counsel for
the guarantor regarding the incorporation, organization and
corporate status of the guarantor, its capacity to guarantee the
notes and the due authorization, validity and effectiveness of its
guarantee; and

A summary setting forth the following:

A brief historical synopsis of the borrowing company and of its
guarantor, if any;

Purpose of the issue;

A reference to the bank lines of credit of the borrowing company or
of its guarantor, if a guarantee is required;

The denominations in which notes may be issued.

Acceptable foreign commercial, corporate and finance company notes readily
negotiable and maturing:

within 1 year 3% of market value multiplied by the

over 1 year

fraction determined by dividing the
number of days to maturity by 365

apply rates for commercial and corporate
bonds, debentures and notes

"Acceptable Foreign Commercial, Corporate and Finance Company Notes"
means promissory notes issued by a company, or guaranteed by a company
incorporated in a country other than Canada, with a net worth of not less than
$25,000,000 where information equivalent to that required by Rule 100.2(a)(vi)
is provided by the borrower.

(viii) Bonds in default: 50% of market value;

(ix) Income bonds which have paid in full interest at the stated rate for the two preceding
years as required by the related trust indenture which must specify that such interest
be paid if earned:

Currently paying interest at the stated rate:
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10% of market value
Not paying interest, or paying at less than the stated rate:
50% of market value

(x)  British Columbia Government Guaranteed Parity Bonds:

Long Positions: One-quarter of 1% of par value or rates
prescribed under Rule 100.2(a)(ii) above;

Short Positions: Rates prescribed under Rule 100.2(a)(ii)
above.

(xi) Stripped coupons and the residual debt instruments:
The percentage of market value which is
(A) for instruments with a term to maturity of less than 20 years, 1.5 times
(B) for instruments with a term to maturity of 20 years or more, 3 times

the margin rate applicable to the debt instrument which has been stripped or to
which the detached coupon or other evidence of interest relates, provided that in
determining the term to maturity of a coupon or other evidence of interest the
payment date for such interest shall be considered the maturity date. Margin in
respect of residual debt instruments which are convertible into other securities
shall be determined in accordance with paragraph (5) of Rule 100.2(a)(v).

(b) Bank Paper

Deposit certificates, promissory notes or debentures issued by a Canadian chartered bank
(and of Canadian chartered bank acceptances) maturing:

within 1 year 2% of market value multiplied by the fraction determined by
dividing the number of days to maturity by 365

over 1 year apply rates for commercial and corporate bonds, debentures and
notes

(©) Acceptable foreign bank paper

Deposit certificates or promissory notes issued by a foreign bank, readily negotiable and
transferable and maturing:

within 1 year 2% of market value multiplied by the fraction determined by
dividing the number of days to maturity by 365

over 1 year apply rates for commercial and corporate bonds, debentures and
notes

"Acceptable Foreign Bank Paper" consists of deposit certificates or promissory notes issued
by a bank other than a Canadian chartered bank with a net worth (i.e. capital plus reserves) of
not less than $200,000,000.

(d Unhedged Foreign Exchange

Unhedged foreign exchange positions of a Dealer Member or customer of a Dealer Member
shall be margined in accordance with this Rule 100.2(d). Foreign exchange positions are
monetary assets and liabilities (as defined) and shall include currency spot transactions,
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futures and forward contracts, swaps and any other transaction which results in exposure to
foreign exchange rate risk.

(i) General Principles

(A)

Each unhedged foreign exchange position shall be margined in the
manner provided in this Rule on a currency by currency basis according
to the four currency groups defined in Rule 100.2(d)(v) at the following
margin rates, subject to an adjustment to the margin rate of a Group 1, 2
or 3 currency pursuant to Rule 100.2(d)(v)(C):

Currency Group
1 2 3 4

Spot Risk Margin Rate 1.0% 3.0% 10.0%  25.0%

Term Risk Margin Rate 1.0% 3.0% 50% 12.5%

(B)

©

(D)

(E)

(F)

(©)

(H)

All calculations in respect of unhedged positions shall be made on a trade
date basis.

Dealer Members shall be permitted at their option to margin certain
inventory positions in accordance with Rule 100.2(d)(iii) instead of the
other applicable provisions of this Rule 100.2(d).

References to conversion to Canadian dollars at the spot exchange rate
shall be to the rate quoted by a recognized quote vendor for contracts
with a term to maturity of one day.

Monetary assets and liabilities are assets and liabilities, respectively, of a
Dealer Member in respect of money and claims to money whether
denominated in foreign or domestic currency, which are fixed by
contract or otherwise.

Inventory long or short currency futures contracts listed on a recognized
exchange which are included in the unhedged foreign exchange
calculations hereunder are not required to be margined pursuant to Rule
100.8.

Dealer Members shall be permitted at their option to exclude non-
allowable monetary assets from monetary assets for the purpose of
calculating the margin requirement under this Rule 100.2(d).

For the purpose of this Rule 100.2(d) the futures exchanges on which
currency futures contracts are traded and that are listed on the most
recently published list of recognized exchanges and associations, used
for the purposes of determining “regulated entities”, are deemed to be
recognized exchanges.

(ii) Foreign Exchange Margin Requirement
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The foreign exchange margin requirement for foreign exchange positions shall be
the aggregate of the spot risk margin requirement and the term risk margin
requirement calculated based on the spot risk margin rate and the term risk
margin rate, respectively, specified in Rule 100.2(d)(i)(A).

(A) Spot Risk Margin Requirement

(1

2

)

4)

The spot risk margin requirement shall apply to all monetary
assets and liabilities regardless of term to maturity.

The spot risk margin requirement shall be calculated as the
product of the net monetary position and the spot risk margin
rate.

Monetary assets and liabilities will be considered to be spot
positions unless they have a term to maturity of more than 2
business days.

The spot risk margin requirement shall be converted to Canadian
dollars at the then current spot exchange rate.

(B) Term Risk Margin Requirement

(1)

2)

3)

The term risk margin requirement shall apply to all monetary
assets and liabilities which have a term to maturity of more than
2 business days, where the term to maturity is defined as the
amount of time to when the claim to the monetary asset or the
obligation to satisfy monetary liability expires.

The term risk margin requirement is calculated as the product of
the market value of the monetary asset or liability, the weighting
factor and the term risk margin rate. The weighting factor of a
monetary asset or liability with a term to maturity of 2 years or
less shall be the number of days to maturity of the monetary
asset or liability divided by 365 days, provided that if the term to
maturity is 2 business days or less the weighting factor shall be
Zero.

The term risk margin rate for an unhedged foreign exchange
position shall not exceed the following rates:

Currency Group

Maximum Term Risk 4.0% 7.0% 10.0% 25.0%

Margin Rate

4)

Where the Dealer Member has both monetary assets and
monetary liabilities the term risk margin requirement may be
netted as follows:
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(i) 2 Years Or Less To Maturity

The term risk margin requirements in respect of
monetary assets or liabilities denominated in the same
currency which both have a term to maturity of 2 years
or less shall be the net of the term risk margin
requirements of the monetary assets and liabilities.

(i1) Over 2 Years To Maturity

The term risk margin requirements in respect of
monetary assets or liabilities denominated in the same
currency which both have a term to maturity of greater
than 2 years shall be the greater of the term risk margin
requirements of the monetary assets and liabilities.

(iii) Provisos

(@) The term risk margin requirements in respect of
monetary assets or liabilities denominated in the
same currency one having a term to maturity of
2 years or less and one having a term to maturity
of more than 2 years which have a difference in
their respective terms to maturity of 180 days or
less shall be the net of the term risk margin
requirements of the monetary assets and
liabilities.

(b) Where a Dealer Member has offsetting
positions, one having a term to maturity of 2
years or less and one having a term to maturity
of more than 2 years, the sum of the term risk
margin requirement of the offsetting positions
shall not exceed the product of the market value
which is offset and the following rates:

Currency Group

5.0% 10.0%  20.0% 50.0%

®)] The term risk margin requirement shall be converted to Canadian
dollars at the then current spot exchange rate.

(6) The sum of the security margin requirement and the foreign
exchange margin requirement shall not exceed 100%.

Alternative Futures and Forward Contract Inventory Margin
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As an alternative to the foreign exchange margin requirement determined under
this Rule 100.2(d) for futures and forward contract inventory positions
denominated in a currency which has a currency futures contract which trades on
a recognized exchange the foreign exchange margin requirement may be
calculated as follows.

(A) Futures Contracts

Foreign exchange positions consisting of futures contracts may be
margined at the margin rates prescribed by the exchange on which
such futures are listed.

(B) Forward Contracts Offsets

Forward contract positions which are not denominated in Canadian
dollars may be margined as follows:

(1) Margin shall be the greater of the margin as prescribed in Rule
100.2(d)(i) and (ii) on each of the two positions;

(i1) Two forward contracts held by a Dealer Member which have one
currency common to both contracts, are for the same value date,
and the amount of the common currency positions are equal and
offsetting, may be treated as a single contract for the purposes of
this paragraph (B).

(C) Futures and Forward Contract Offsets
Futures and forward contract positions which are not denominated
in Canadian dollars may be margined as follows:
)
(a) Margin shall be the greater of the margin as prescribed in Rule
100.2(d)(i) and (ii) on each of the two positions;

(b) Margin rates applicable to unhedged positions under this paragraph
(C) shall be the rates established by this Rule and not the rates
prescribed by the exchange on which the futures contracts are listed,

(i1) Two forward contracts held by a Dealer Member which have one
currency common to both contracts, are for the same value date,
and the amount of the common currency positions are equal and
offsetting, may be treated as a single contract for the purposes of
this paragraph (C).

(iv) Customer Margin

Unhedged foreign exchange positions of customers shall be margined in
accordance with Rules 100.2(d)(i), (ii), and (v), provided that:
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No margin shall be required in respect of the accounts of customers who
are acceptable institutions as defined in Form 1.

The margin required in respect of acceptable counterparties and
regulated entities as defined in Form 1 shall be calculated on a mark-to-
market basis.

The margin required in respect of foreign exchange positions (excluding
cash balances) held in the accounts of customers who are classified as
other counterparties, as defined in Form 1, which are denominated in a
currency other than the currency of the account, shall be the aggregate of
the security margin requirement and the foreign exchange margin
requirement, provided that where the margin rate applicable to the
security is greater than the spot risk margin rate specified in Rule
100.2(d)(1)(A) the foreign exchange margin requirement shall be nil.
The sum of the security margin requirement and the foreign exchange
margin requirement shall not exceed 100%.

Listed futures contracts shall be margined in the same manner as
prescribed in Rule 100.8.

) Currency Groups

(A)

Currency Group Criteria

The qualitative and quantitative criteria for each currency group
are as follows:

Group 1

volatility of the currency must be below the volatility threshold
specified in paragraph (B)(a), and;

is the primary intervention currency of the Canadian dollar.
Group 2

volatility of the currency must be below the volatility threshold
specified in paragraph (B)(a), and,

there must be a daily quoted spot rate by a Canadian Schedule I
chartered bank, and one of the following:

a daily quoted spot rate by a member of the European Monetary
System and a participant in the Exchange Rate Mechanism, or;

there is a listed future for the currency exists on a recognized
exchange.

Group 3

volatility of the currency must be below the volatility threshold
specified in paragraph (B)(a), and;

there must be a daily quoted spot rate by a Canadian Schedule I
chartered bank, and;
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the currency must be of a member country of International Monetary
Fund with Article VIII status, and no capital payment restrictions as
they relate to security transactions.

Group 4

none.

Monitoring Adherence To Currency Group Criteria

The Corporation shall be responsible for monitoring the adherence
of each Group 1, 2 or 3 currency to the quantitative and qualitative
criteria of the currency group described in paragraph (A).

(a) Currency Volatility

The volatility of each Group 1, 2 or 3 currency shall be
monitored as follows. The Canadian dollar equivalent closing
price on each of the four trading days succeeding the "base day"
shall be compared to the base day closing price. The first of four
succeeding trading days on which the percentage change in price
(negative or positive) between the closing price on the
succeeding day and the closing price on the base day is greater
than the unhedged margin rate prescribed for the particular
currency in paragraph 100.2(d)(i)(A) shall be designated an
"offside base day". If an offside base day has been designated,
the offside base day shall be designated the base day for the
purpose of making further base day closing price comparisons as
aforesaid. If the number of offside base days during any 60
trading day period is greater than 3, the currency shall be deemed
to have exceeded the volatility threshold of the currency group.

(b) Qualitative Criteria

On at least an annual basis, the Corporation shall assess the
adherence of each currency in a group to the qualitative criteria
of the particular currency group to determine whether the
currency continues to satisfy the qualitative criteria of the
currency group.

Foreign Exchange Margin Surcharge

If the volatility of a Group 1, 2 or 3 currency exceeds the volatility
threshold defined in paragraph (B)(a) then the margin rate shall be
increased by increments of 10% until the application of the
increased margin rate would result in no more than two offside
days during the preceding 60 trading days. The increased margin
rate shall apply for a minimum of 30 trading days and shall be
automatically decreased to the margin rate otherwise applicable
when after such 30 trading day period the volatility of the currency
is less than the volatility threshold defined in paragraph (B)(a).
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The Corporation shall be responsible for determining the required
increase or decrease in foreign exchange margin rates under this
paragraph (C).

(D) Currency Group Downgrades And Upgrades
Where

(a) The Corporation determines that a particular currency no longer
satisfies the criteria of the particular currency group as defined in
paragraph 100.2(d)(v)(A), or;

(b) A Dealer Member has provided to the Corporation information
demonstrating that a currency satisfies the criteria specified in
paragraph 100.2(d)(v)(A) for a currency group other than the
currency group for which the currency is then designated, and
the Corporation has verified such information to its satisfaction,

The Corporation shall recommend to the Financial Administrators
Section that the currency be moved to the currency group with the
lower or higher margin rate, as the case may be. If the Financial
Administrators  Section approves the recommendation, the
Corporation shall notify Dealer Members of the change in the
designated currency group of the particular currency.

(E) Foreign Exchange Concentration Charge

When in respect of any Group 2, Group 3 or Group 4 currency, the
aggregate of the foreign exchange margin provided under this Rule
100.2(d) on a Dealer Member’s monetary assets and monetary
liabilities and the foreign exchange margin on customer accounts
exceeds 25% of the firm's net allowable assets net of minimum
capital (as determined for the purposes of Form 1), a concentration
charge in addition to the foreign exchange margin already provided
under this Rule 100.2(d) shall apply.

The concentration charge shall be equal to the amount of the
foreign exchange margin provided under this Rule 100.2(d) which
is in excess of 25% of the member's net allowable assets net of
minimum capital.

National Housing Act (N.H.A.)

Insured Mortgages 6% of market value

Conventional Mortgages

Conventional first mortgages 12% of market value or the rates set
held in Dealer Member’s inventory by chartered banks, whichever is greater
Stocks
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(i)  Listed on an exchange in Canada or the United States

For positions in securities listed (other than bonds and debentures but including
rights and warrants other than Canadian bank warrants) on any recognized stock
exchange in Canada or the United States:

Long Positions - Margin Required

Securities selling at $2.00 or more - 50% of market value
Securities selling at $1.75 to $1.99 - 60% of market value
Securities selling at $1.50 to $1.74 - 80% of market value

Securities selling under $1.50 may not be carried on margin

Positions in securities listed on markets or market tiers with initial or ongoing
financial listing requirements that do not include adequate minimum pre-tax
profit, net tangible asset and working capital requirements, as determined by the
Corporation from time to time, may not be carried on margin.

Short Positions - Credit Required

Securities selling at $2.00 or more - 150% of market value

Securities selling at $1.50 to $1.99 - $3.00 per share

Securities selling at $0.25 to $1.49 - 200% of market value

Securities selling at less than $0.25 - market value plus $0.25 per share

(i1)) Index constituent securities listed on certain other exchanges

For positions in securities (other than bonds and debentures but including
warrants and rights), 50% of the market value provided:

(A) the exchange on which the security is listed is included on the list of
exchanges and associations that qualify as “recognized exchanges and
associations” for the purposes of determining “regulated entities”; and

(B) the security is a constituent security on the exchange’s major broadly
based index.

(iil) Warrants issued by a Canadian chartered bank

For positions in warrants issued by a Canadian chartered bank which entitle the
holder to purchase securities issued by the Government of Canada or any
province (other than firm positions to which Rule 100.12(e) applies) the margin
shall be the greater of:

(A) the margin otherwise required by this Rule according to the market value
of the warrant; or

(B) 100% of the margin required in respect of the security to which the
holder of the warrant is entitled upon exercise of the warrant; provided
that in the case of a long position the amount of margin need not exceed
the market value of the warrant.

(iv) Unlisted securities eligible for margin
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Subject to the existence of an ascertainable market among brokers or dealers the
following unlisted securities shall be accepted for margin purposes on the same
basis as listed stocks:

(A) Securities of insurance companies licensed to do business in Canada;

(B)
©
(D)
(E)

(F)

(©)

Securities of Canadian banks;
Securities of Canadian trust companies;
Other senior securities of listed companies;

Securities which qualify as legal for investment by Canadian life
insurance companies, without recourse to the basket clause;

Unlisted securities in respect of which application has been made to list
on a recognized stock exchange in Canada and approval has been given
subject to the filing of documents and production of evidence of
satisfactory distribution may be carried on margin for a period not
exceeding 90 days from the date of such approval;

All securities listed on The Nasdaq Stock Market™ (Nasdaq National
Market® and The Nasdaq SmallCap Market™).

(v)  Other unlisted stocks
For positions in all other unlisted stocks not mentioned above:

Long Positions — margin required:

100% of market value

Short Positions — credit required:

Securities selling at $0.50 or more — 200% of market value

Securities selling at less than $0.50 — market value plus $.0.50 per share

(vi) Securities eligible for reduced margin

On securities which are described in clauses (i), (ii), (iii) and (iv) of Rule
100.12(a) (securities eligible for reduced margin), margin shall be 30% of market

value.

(vii) Index participation units and qualifying baskets of index securities

(A)

For index participation units:

D In the case of a long position, the floating margin rate percentage
(calculated for the index participation unit based on its
regulatory margin interval) multiplied by the market value of the
index participation units;

(II) In the case of a short position, 100% plus the floating margin
rate percentage (calculated for the index participation unit based
on its regulatory margin interval) multiplied by the market value
of the index participation units;
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(B) For a qualifying basket of index securities:

@ In the case of a long position, the floating margin rate percentage
(calculated for a perfect basket of index securities based on its
regulatory margin interval), plus the calculated incremental
basket margin rate for the qualifying basket of index securities,
multiplied by the market value of the qualifying basket of index
securities;

11 In the case of a short position, 100% plus the floating margin
rate percentage (calculated for a perfect basket of index
securities based on its regulatory margin interval), plus the
calculated incremental basket margin rate for the qualifying
basket of index securities, multiplied by the market value of the
qualifying basket of index securities;

For the purposes of this subparagraph, the definitions in Rule
100.9(c)(x), Rule 100.9(c)(xii), Rule 100.9(c)(xx) and Rule
100.9(c)(xxiv) apply.

Units
According to components
Mortgage-backed Securities

On instruments which are based upon mortgages and are guaranteed as to timely payment of
principal and interest by an issuer or its agent, the rate specified in Rule 100.2(a), (b), or (¢)
applicable to securities of such guarantor according to the relevant maturity, plus additional
margin of 25% of such specified rate. Mortgage-backed security instruments shall not be
eligible for margin offset under Rules 100.4A, 100.4B or 100.4E.

Precious Metal Certificates and Bullion
(i)  Precious Metal Certificates

On negotiable certificates issued by Canadian chartered banks and trust companies
authorized to do business in Canada evidencing an interest in precious metals:

Gold: 20% of market value
Platinum: 20% of market value
Silver: 20% of market value

(ii))  On bullion purchased by a Dealer Member, for its inventory or on behalf of the
client, from the Royal Canadian Mint or a Canadian chartered bank that is a market
making member or ordinary member of the London Bullion Market Association
(LBMA) for which a written representation is provided to the Dealer Member from
the Royal Canadian Mint or the Canadian chartered bank stating that the bullion
purchased are LBMA good delivery bars:

Gold: 20% of market value
Silver: 20% of market value

Interest Rate Swaps
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For the purposes of this regulation, a “fixed interest rate” is an interest rate, which is not
reset at least every 90 days and a “floating interest rate” is an interest rate, which is not a
fixed interest rate. On interest rate swap agreements where payments are calculated with
reference to a notional amount, the obligation to pay and the entitlement to receive shall each
be margined as separate components as follows:

(i) Where a component is a payment calculated according to a fixed interest rate, the
margin required shall be the margin rate specified in Rule 100.2(a)(i) for a security
with the same term to maturity as the outstanding term of the swap, multiplied by
125% and in turn multiplied by the notional amount of the swap;

(i) Where a component is a payment calculated according to a floating interest rate, the
margin required shall be the margin rate specified in Rule 100.2(a)(i) for a security
with the same term to maturity as the remaining term to the swap reset date,
multiplied by the notional amount of the swap.

The counterparty to the interest rate swap agreement shall be considered the Dealer
Member’s customer. No margin is required for an interest rate swap entered into with a
customer, which is an acceptable institution. The margin requirement for customers, which
are acceptable counterparties, shall be any market value deficiency calculated relating to the
interest rate swap agreement. The margin requirement for customers which are other
counterparties shall be any loan value deficiency calculated relating to the interest rate swap
agreement, determined by using the same margin requirements for each swap component as
calculated in clauses (i) and (ii) above.

Total Performance Swaps

On total performance swap agreements, the obligation to pay and the entitlement to receive
shall each be margined as separate components as follows:

(i)  Where a component is a payment calculated based on the performance of a stipulated
underlying security or basket of securities, with reference to a notional amount, the
margin requirement shall be the normal margin required for the underlying security
or basket of securities relating to this component, based on the market value of the
underlying security or basket of securities;

(i) Where a component is a payment calculated according to a floating interest rate, the
margin required shall be the margin rate specified in Rule 100.2(a)(i) for a security
with the same term to maturity as the remaining term to the swap reset date,
multiplied by the notional amount of the swap.

The counterparty to the total performance swap agreement shall be considered the Dealer
Member’s customer. No margin is required for a total performance swap entered into with a
customer, which is an acceptable institution. The margin requirement for customers, which
are acceptable counterparties, shall be any market value deficiency calculated relating to the
total performance swap agreement. The margin requirement for customers which are other
counterparties shall be any loan value deficiency calculated relating to total performance rate
swap agreement, determined by using the same margin requirements for each swap
component as calculated in clauses (i) and (ii) above.

Mutual Funds

Where securities of mutual funds qualified by prospectus for sale in any province of Canada
are carried in a customer or firm account, the margin required shall be:
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(i) 5% of the market value of the fund, where the fund is a money market mutual fund as
defined in National Instrument 81-102; or

(i1)) the margin rate determined on the same basis as for listed stocks multiplied by the
market value of the fund.

100.2A. For purposes of the Rule 100 and Rule 17.13,

(a) a callable debt security may, at the Dealer Member’s election, be deemed to have a
maturity date equal to

(i)  the original maturity date, if the market price of the callable debt security is trading at
or below 101% of the call price; or

(ii)) the first business day after the call protection period, if the market price of the
callable debt security is trading above 101% of the call price.

(b) an extendible debt security may, at the Dealer Member’s election, be deemed to have a
maturity date equal to

(i) the original maturity date, if the extension election period has not expired and the
market value of the extendible debt security is trading at or below the extension
factor times the current principal amount;

(ii)) the extension maturity date, if the extension election period has not expired and the
market value of the extendible debt security is trading above the extension factor
times the current principal amount; or

(iii)) the original maturity date, if the extension election period has expired.

(©) a retractable debt security may, at the Dealer Member’s election, be deemed to have a
maturity date equal to

(i)  the original maturity date, if the retraction election period has not expired and the
market value of the retractable debt security is trading at or above the retraction
factor multiplied by the current principal amount;

(i) the retraction maturity date, if the retraction election period has not expired and the
market value of the retractable debt security is trading below the retraction factor
times the current principal amount; and

(iii) the original maturity date, if the retraction period has expired.
100.3. Bond Margin and Surcharge

For the purposes of Rule 17.13 and this Rule 100, margin shall be required in addition to the
margin requirements prescribed elsewhere in the Rules, in respect of all securities evidencing a
debt obligation of an issuer on the following basis:

(a) A debt security issued by the Government of Canada maturing in each of the three
periods below shall be monitored for price volatility in the primary markets in which
Dealer Members trade such securities:

(i)  Over 1 year to 3 years;
(il)) Over 3 years to 7 years; and

(iii) Over 7 years.
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The closing price of the relevant security on each trading day in the markets being
monitored (a "base day") shall be compared to the closing price of such security on the
next four trading days succeeding such base day. The first day of such four succeeding
days on which the difference (negative or positive) between (i) the closing price on the
day and (ii) the base day closing price, expressed as a percentage of the base day closing
price, is greater than the margin rate prescribed for the relevant security under the Rules
shall be designated as an "offside base day." If an offside base day has been designated,
that day shall be the new base day for the purpose of making further base day closing
price comparisons as aforesaid.

For any 90 calendar day period, the percentage that the number of offside base days is to the
total number of trading days in such period shall be determined. If such percentage exceeds
5% for any two of the three classes of debt securities being monitored, additional margin will
be required for all debt securities in accordance with Rule 100.3.

The amount of additional margin that may be required in respect of any securities shall be
50% of the margin otherwise required under Rule 100.2.

The period of time during which additional margin shall be required shall not be less than
30 days.

The Corporation shall be responsible for monitoring the price volatility of debt securities
traded by Dealer Members and determining when additional margin is required in
accordance with clause (b) and when the requirement for additional margin shall be
revoked in accordance with clause (f).

If at any time after additional margin has been required for at least 30 days in accordance
with clause (b), the percentage that the number of offside base days is to the total number
of trading days for the immediately preceding 90 day period does not exceed 5%, the
requirement for additional margin shall be revoked.

The Corporation shall notify Dealer Members of the imposition or revocation of the
requirement for additional margin. Any such notification shall be communicated in
writing to all Dealer Members immediately upon the determination that such additional
margin is to be imposed or revoked and such notice shall be effective not less than five
business days after giving the notice.

100.4A.Governments, Maturity Over One Year

Where a Dealer Member or a customer:

(a)

(b)

Owns securities described in clause (i) or (ii) of Rule 100.2(a) of one maturity maturing
over one year, and

Has a short position in securities

(i)  Issued or guaranteed by the same issuer of the securities referred to in (a) (provided

that for these purposes each of the provinces of Canada shall be regarded as the same
issuer as any other province),

(il) Maturing over one year,

(iii)) Maturing within the same periods for the purpose of determining margin rates as the

securities referred to in (a), and
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(iv) With a market value equal to the securities referred to in (a) (with the intent that no
offset shall be permitted in respect of the market value of a long (or short) position
which is in excess of the market value of the short (or long) position.

The two positions may be offset and the required margin computed with respect to the net long or
net short position only. This Rule 100.4A also applies to future purchase and sales commitments.

100.4B. Governments, Maturity Within One Year

Where a Dealer Member or a customer:

(a) Owns securities described in clause (i) or (ii) of Rule 100.2(a) maturing within one year,
and
(b) Has a short position in securities

(i)  Issued or guaranteed by the same issuer of the securities referred to in (a) (provided
that for these purposes each of the provinces of Canada shall be regarded as the same
issuer as any other province),

(i) Maturing within one year, and

(iii)) With a market value equal to the securities referred to in (a) (with the intent that no
offset shall be permitted in respect of the market value of a long (or short) position
which is in excess of the market value of the short (or long) position

The margin required shall be the excess of the margin on the long (or short) position over the
margin required on the short (or long) position. This Rule 100.4B also applies to future purchase
and sale commitments.

100.4C.Debt Securities

Where a Dealer Member or a customer has a short and long position in the following groups of
securities (identified by reference to the paragraphs and clauses of Rule 100.2) the total margin
required in respect of both positions shall be the greater of the margin required on the long or

short positions:
Long (Short) Short (Long)
(a) 100.2(a)(i) (U.S. Treasury only) and 100.2(a)(ii) (Province of Canada only)
(b) 100.2(a)(i) (Canada and U.S. Treasury  and 100.2(a)(iii) (Canada municipal only)
only)
(©) 100.2(a)(i) (Canada only) and 100.2(a)(i) (U.S. Treasury only)
(d) 100.2(a)(i) (Canada and U.S. Treasury = and 100.2(a)(v) (corporate)
only)
(e) 100.2(a)(ii) (Province of Canada only)  and 100.2(a)(iii) (Canada municipal only)
® 100.2(a)(ii) (Province of Canada only)  and 100.2(a)(v) (corporate)
(2) 100.2(a)(v) (corporate) and 100.2(a)(v) (corporate) of the same issuer
(h) 100.2(b) (Canadian chartered bank and BAX futures contract

acceptances only)

Where a Dealer Member or a customer has a short and long position in the following groups of
securities (identified by reference to the paragraphs and clauses of Rule 100.2) the total margin
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required in respect of both positions shall be 50% of the greater of the margin required on the
long or short position:

Long (Short) Short (Long)

(1) 100.2(a)(i) (Canada only) and 100.2(a)(i) (Canada of different maturity
bands)

) 100.2(a)(i) (Canada only) and 100.2(a)(ii) (Province of Canada of same
or different maturity bands)

(k) 100.2(a)(ii) (Province of Canada only) and 100.2(a)(ii) (Province of Canada only of
same or different maturity bands)

) 100.2(a)(i) (Canada only) and 100.2(a)(ii1) (Canada municipal only)

(m) 100.2(a)(ii) (Province of Canada only) and 100.2(a)(iii) (Canada municipal only)”

provided the foregoing offset may only be determined on the basis that:

) securities described in Rules 100.2(a)(v) (corporate) and 100.2(b) (bank paper) will only
be eligible for offset if they are not convertible and have a single A or higher rating by
any of Canadian Bond Rating Service, Dominion Bond Rating Service, Moody's
Investors Service or Standard & Poor’s Bond Record;

(i1) securities in offsetting positions must be denominated in the same currency;

(ii1) securities offsets described in items (i) to (k) can be of different maturity bands, all other
offsetting positions must mature within the same periods referred to in Rule 100.2 for the
purpose of determining margin rates; and

(iv) the market value of the offsetting positions is equal and no offset shall be permitted in
respect of the market value of the short (or long) position which is in excess of the market
value of the long (or short) position; and

v) securities offsets described in items (1) and (m), Canada Municipal will only be eligible
for offset if they have a long-term issuer credit rating of a single A or higher by any of
Canadian Bond Rating Service, Dominion Bond Rating Service, Moody's Investors
Service or Standard & Poor’s Bond Record.

For the purposes of this Rule 100.4C, securities described in Rule 100.2(b) (bank paper) are
eligible for the same offsets set out above as securities described in Rule 100.2(a)(v) (corporate).

For the purposes of this Rule 100.4C, the term “BAX futures contracts” shall mean the three-
month Canadian bankers acceptance futures contracts that trade on the Bourse de Montreal under
the “BAX” trading symbol.

100.4D.Mortgage-Backed Securities

Where a Dealer Member or a customer holds a short (or long) position in bonds or debentures
issued or guaranteed by the Government of Canada and also holds a long (or short) position in an
instrument described in Rule 100.2(h) guaranteed by the Government of Canada (a "mortgage-
backed security"), the margin required shall be the excess of the margin required on the long (or
short) position over the margin required on the short (or long) position, provided that the net
margin may only be determined as aforesaid on the basis that:

(a) Margin required in respect of a short (or long) position in bonds or debentures may only
be netted against margin required in respect of a long (or short) position in mortgage-
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backed securities to the extent that the market value of the two positions is equal, and no
such netting or offset shall be permitted in respect of the market value of a short (or long)
position which is in excess of the market value of the long (or short) position;

(b) Margin required in respect of bonds or debentures may only be netted against the margin
required for mortgage-backed securities which mature within the same period referred to
in Rule 100.2(a) for the purpose of determining margin rates;

(©) Notwithstanding the foregoing, if the market value of a long (or short) position in
mortgage-backed securities equals or exceeds the remaining principal amount of such
position and the mortgages underlying such mortgage-backed securities position are
subject to being repaid with or without penalty in full at the option of the mortgagee prior
to maturity, the margin required shall be the greater of the margin as determined
otherwise under Rule 100.2 for (i) the long (or short) position in mortgage-backed
securities or (ii) the short (or long) position in bonds or debentures.

100.4E. Strip coupon and / or residual debt positions
Government debt
Where a Dealer Member or a customer holds the following offset positions and:
(1) the offset positions mature within the same period;
(i1) the time periods are the time periods referred to in Rule 100.2(a);
(iii) the offset positions are denominated in Canadian dollars; and
(iv) the market value of the short position is equal to the market value of the long position;
the margin requires is as follows:
(a) Bond or debenture and strip coupon or residual debt positions

(i)  for a short (or long) position in bonds or debentures issued or guaranteed by the
Government of Canada and a long or (short) position in the strip coupon or residual
portion of such debt instruments; or

(il)) for a short (or long) position in bonds or debentures issued or guaranteed by a
province of Canada and a long (or short) position in the strip coupon or residual
portion of such debt instruments;

the margin required shall be the excess of the margin required on the long (or short) position
over the margin required on the short (or long position), respectively.

(iii)) for a short (or long) position in bonds or debentures issued or guaranteed by the
Government of Canada and a long or (short) position in a strip coupon or residual
portion of a debt instrument issued or guaranteed by a province of Canada; or

(iv) for a short (or long) position in bonds or debentures issued or guaranteed by a
province of Canada and a long (or short) position in a strip coupon or residual portion
of a debt instrument issued or guaranteed by the Government of Canada;

the margin required shall be 50% of the total margin required for both positions otherwise
determined in the Rules.
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(b) Strip coupon positions

(i)  for a short (or long) position in a strip coupon and a long (or short) position in a strip
coupon, and the strip coupons are from bonds or debentures issued or guaranteed by
the Government of Canada; or

(i) for a short (or long) position in a strip coupon and a long (or short) position in a strip
coupon, and the strip coupons are from bonds or debentures issued or guaranteed by
any province of Canada;

the margin required shall be the excess of the margin required on the long (or short) position
over the margin required on the short (or long) position respectively.

(iii) for a short (or long) position in a strip coupon of a bond or debenture issued or
guaranteed by the Government of Canada and a long (or short) position in a strip
coupon of a bond or debenture issued or guaranteed by a province of Canada;

the margin required shall be 50% of the total margin required for both positions otherwise
determined in the Rules.

(c) Residual debt positions

(i)  for a short (or long) position in a residual and a long (or short) position in a residual,
and the residual portions are from bonds or debentures issued or guaranteed by the
Government of Canada; or

(ii)) for a short (or long) position in a residual and a long (or short) position in a residual,
and the residual portions are from bonds or debentures issued or guaranteed by any
province of Canada;

the margin required shall be the excess of the margin required on the long (or short) position
over the margin required on the short (or long) position, respectively.

(iii)) for a short (or long) position in a residual portion of a bond or debenture issued or
guaranteed by the Government of Canada and a long (or short) position of a residual
portion of a bond or debenture issued or guaranteed by a province of Canada;

the margin required shall be 50% of the total margin required for both positions otherwise
determined in the Rules.

(d) Strip coupon and residual debt positions

(i) for a short (or long) position in a strip coupon and a long (or short) position in a
residual, and the residual portions are from bonds or debentures issued or guaranteed
by the Government of Canada; or

(i) for a short (or long) position in a strip coupon and a long (or short) position in a
residual, and the residual portions are from bonds or debentures issued or guaranteed
by any province of Canada;

the margin required shall be the excess of the margin required on the long (or short) position
over the margin required on the short (or long) position, respectively.

(iii) for a short (or long) position in a strip coupon of a bond or debenture issued or
guaranteed by the Government of Canada and a long (or short) position of a residual
portion of a bond or debenture issued or guaranteed by a province of Canada; or
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(iv) for a short (or long) position in a residual portion of a bond or debenture issued or
guaranteed by the Government of Canada and a long (or short) position of a strip
coupon of a bond or debenture issued or guaranteed by a province of Canada;

the margin required shall be 50% of the total margin required for both positions otherwise
determined in the Rules.

Foreign currency debt
(e) Bond or debenture and strip coupon or residual debt positions

Where a Dealer Member or a customer holds a short (or long) position in bonds or debentures
referred to in Rule 100.2(a)(i) denominated in a currency other than Canadian dollars, and also
holds a long (or short) position in the stripped or residual portion of such debt instruments
denominated in the same currency, the margin shall be the excess of the margin required on the
short (or long) position, over the margin required on the short (or long) position provided that the
net margin may only be determined as aforesaid on the basis that:

(1) Margin required in respect of a short (or long) position in bonds or debentures may only
be netted against margin required in respect of a long (or short) position in stripped
coupons or residuals to the extent that the market value of the two positions is equal, and
no such netting or offset shall be permitted in respect of the market value of a short (or
long) position which is in excess of the market value of the long (or short) position; and

(i1) Margin in respect of bonds or debentures issued or guaranteed by a particular government
may only be netted against the margin required for the stripped coupon or residual
portion of debt instruments of the same government, which mature within the same
periods referred to in Rule 100.2(a)(i) for the purpose of determining margin rates.

Corporate debt
® Bond or debenture and strip coupon or residual debt positions

Where a Dealer Member holds a short (or long) position in bonds or debentures issued by a
corporation with a single A or higher rating by any of Canadian Bond Rating Service, Dominion
Bond Rating Service, Moody's Investors Service or Standard and Poor's Bond Record, and also
holds a long (or short) position in the stripped coupon or residual portion of such debt
instruments, the margin required shall be the greater of the margin required on the long (or short)
position and the margin required on the short (or long) position, to a maximum 20% margin rate,
provided that the margin may only be determined as aforesaid on the basis that:

(1) The offset is permitted only to the extent that the market value of the two positions is
equal, and no offset shall be permitted in respect of the market value of a short (or long)
position which is in excess of the market value of the long (or short) position; and

(i1) Margin required in respect of bonds or debentures issued by a corporation may only be
offset against the margin required for the stripped coupon or residual portion of debt
instruments of the same issuer, which mature within the same periods referred to in Rule
100.2(a)(x1) for the purpose of determining margin rates.

100.4F. Swap Positions Offset

For the purposes of this regulation, a “fixed interest rate” is an interest rate, which is not reset at
least every 90 days, a “floating interest rate” is an interest rate, which is not a fixed interest rate
and “realization clause” is an optional clause within a total performance swap agreement which
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allows the Dealer Member to close out the swap agreement at the realization price (either the buy-
in or sell-out price) of the security position involved in the offset.

()

(b)

©

Interest Rate Swap versus Interest Rate Swap Offset
Where a Dealer Member

(i) is a party to an interest rate swap agreement requiring it to pay (or entitling it to
receive) Canadian dollar or United States dollar fixed (or floating) interest rate
amounts calculated with reference to a notional amount;

and

(i) 1is a party to another offsetting interest rate swap agreement entitling it to receive (or
requiring it to pay) a fixed (or floating) interest rate amount calculated with reference
to the same notional amount, denominated in the same currency and is within the
same maturity band for margin purposes as the interest rate swap referred to in (i);

the margin required in respect of the positions in (i) and (ii) may be netted, provided that
margin on fixed interest rate component payment (or receipt) positions may only be offset
against margin on fixed interest rate component receipt (or payment) positions, and margin
on floating interest rate component payment (or receipt) positions may only be offset against
margin on other floating interest rate component receipt (or payment) positions.

Fixed Interest Rate Swap Component and Securities Position Offset

Where a Dealer Member

(i) is a party to an interest rate swap agreement requiring it to pay (or entitling it to
receive) Canadian dollar or United States dollar fixed interest rate amounts calculated
with reference to a notional amount;

and

(ii)) holds a long (or short) position in securities described in Rule 100.2(a)(i) with a
principal amount equal to and denominated in the same currency as the notional
amount of the interest rate swap and with a term to maturity that is within the same
maturity band for margin purposes as the interest rate swap;

the margin required in respect of the positions in (i) and (ii) may be netted, provided that
margin on fixed interest rate payment (or receipt) positions may only be offset against margin
on fixed interest rate receipt (or payment) positions, and margin on floating interest rate
payment (or receipt) positions may only be offset against margin on other floating interest
rate receipt (or payment) positions

Floating Interest Rate Swap Component and Securities Position Offset
Where a Dealer Member

(i) is a party to an interest rate swap agreement requiring it to pay (or entitling it to
receive) Canadian dollar or United States dollar floating interest rate amounts
calculated with reference to a notional amount;

and

(i1)) holds a long (or short) position in securities described in Rules 100.2(a)(i) or
100.2(b), maturing within one year with a principal amount equal to and denominated
in the same currency as the notional amount of the swap;
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the margin required in respect of the positions in (i) and (ii) may be netted.
Total Performance Swap versus Total Performance Swap Offset
Where a Dealer Member:

(1) 1is a party to a total performance swap agreement requiring it to pay (or entitling it to
receive) Canadian dollar or United States dollar amounts calculated based on the
performance of a stipulated underlying security or basket of securities, with reference
to a notional amount;

and

(i) 1is a party to another total performance swap agreement entitling it to receive (or
requiring it to pay) amounts calculated based on the performance of the same
underlying security or basket of securities, with reference to the same notional
amount and denominated in the same currency;

the margin required in respect of the positions in (i) and (ii) may be netted, provided that
margin on performance component payment (or receipt) positions may only be offset against
margin on performance component receipt (or payment) positions, and margin on floating
interest rate component payment (or receipt) positions may only be offset against margin on
other floating interest rate component receipt (or payment) positions.

Total Performance Swap Component and Securities Position Offset

(i) Short Performance Swap Component and Long underlying security
or Basket of Securities

Where a Dealer Member:

(A) is a party to a total performance swap agreement requiring it to pay
amounts calculated based on the performance of a stipulated underlying
security or basket of securities, with reference to a notional amount;

and

(B) holds long an equivalent quantity of the same underlying security or
basket of securities;

the capital required in respect of the positions described in (A) and (B) shall be
either:

(C) nil, where it can be demonstrated that sell-out risk relating to the offset
has been mitigated:

D through the inclusion of a realization clause in the total
performance swap agreement, which allows the Dealer Member
to close out the swap agreement using the sell-out price(s) for the
long position in the underlying security or basket of securities; or

(II) since, due to the features inherent in the long position in the
underlying security or basket of securities or the market on
which the security or basket of securities trades, the realization
value of the long position in the underlying security or basket of
securities is determinable at the time the total performance swap
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agreement is to expire and this value will be used as the closeout
price for the swap.

20% of the normal capital required on the long position in the underlying
security or basket of securities where sell-out risk relating to the offset
has not been mitigated.

Long Performance Swap Component and Short Underlying Security
or Basket of Securities

Where a Dealer Member:

(A) is a party to a total performance swap agreement entitling it to receive
amounts calculated based on the performance of a stipulated underlying
security or basket of securities, with reference to a notional amount;

and
(B) holds short an equivalent quantity of the same underlying security or

basket of securities;

the capital required in respect of the positions described in (A) and (B) shall be:

©

or;

D)

nil, where it can be demonstrated that buy-in risk relating to the offset
has been mitigated:

@

)

through the inclusion of a realization clause in the total
performance swap agreement, which allows the Dealer Member
to close out the swap agreement using the buy-in price(s) for the
short position in the underlying security or basket of securities;
or

since, due to the features inherent in the short position in the
underlying security or basket of securities or the market on
which the security or basket of securities trades, the realization
value of the short position in the underlying security or basket of
securities is determinable at the time the total performance swap
agreement is to expire and this value will be used as the closeout
price for the swap.

20% of the normal capital required on the short position in the
underlying security or basket of securities where buy-in risk relating to
the offset has not been mitigated.

100.4G.Margin Offset for Capital Shares
(a) For the purposes of this Rule 100.4G:

the term “capital share” means a share issued by a split share company which
represents all or the substantial portion of the capital appreciation portion of the
underlying common share(s);

the term “capital share conversion loss” means any excess of the market value of
the capital shares over the retraction value of the capital shares;
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(i) the term “combined conversion loss” means any excess of the combined market
value of the capital and preferred shares over the combined retraction value of the
capital and preferred shares;

(iv) the term “preferred share” means a share issued by a split share company which
represents all or the substantial portion of the dividend portion of the underlying
common share(s), and includes equity dividend shares of split share companies;

(v) the term “retraction value” means:
(A) for capital shares:

D where the capital shares can be tendered to the split share
company for retraction directly for the underlying common
shares, at the option of the holder, the excess of the market value
of the underlying common shares received over the retraction
cash payment to be made when retraction of the capital shares
takes place.

(II) where the capital shares cannot be tendered to the split share
company for retraction directly for the underlying common
shares at the option of the holder, the retraction cash payment to
be received when retraction of the capital shares takes place.

(B) for capital shares and preferred shares in combination:

@D where the capital shares and preferred shares can be tendered to
the split share company for retraction directly for the underlying
common shares, at the option of the holder, the market value of
the underlying common shares received.

11 where the capital shares and preferred shares cannot be tendered
to the split share company for retraction directly for the
underlying common shares at the option of the holder, the
retraction cash payment to be received when retraction of the
capital and preferred shares takes place.

(vi) the term “split share company” means a corporation formed for the sole purpose of
acquiring underlying common shares and issuing its own capital shares based on all
or the substantial portion of the capital appreciation portion and its own preferred
shares based on all or the substantial portion of the dividend income portion of such
underlying common shares.

(b) Long capital shares and short common shares

Where capital shares are carried long in an account and the account is also short an equivalent
number of common shares, the capital and margin requirements, for Dealer Member firm and
customer account positions respectively, shall be equal to the sum of:

(i)  the lesser of:
(A) the sum of:

) the capital share conversion loss, if any; and
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(II) the normal capital required (credit required in the case of
customer account positions) on the equivalent number of
preferred shares;

and;

(B) the normal capital required (credit required in the case of customer
account positions) on the underlying common shares;

and;

(i1)  where the capital shares cannot be tendered to the split share company for retraction
directly for the underlying common shares at the option of the holder, 20% of the
normal capital required (margin required in the case of customer account positions)
on the underlying common shares.

(©) Long capital shares, long preferred shares and short common shares

Where both capital shares and an equivalent number of preferred shares are carried long in an
account and the account is also short an equivalent number of common shares, the capital and
margin requirements, for Dealer Member firm and customer account positions respectively,
shall be equal to the sum of:

(i)  the lesser of:
(A) combined conversion loss, if any; and

(B) the normal capital required (margin required in the case of customer
account positions) on the underlying common shares;and;

(i1)  where the capital and preferred shares cannot be tendered to the split share company
for retraction directly for the underlying common share at the option of the holder,
20% of the normal capital required (margin required in the case of customer account
positions) on the underlying common shares.

(d) Long capital shares and short call option contracts

Where capital shares are carried long in an account and the account is also short an equivalent
number of call option contracts expiring on or before the redemption date of the capital
shares, the capital and margin requirements, for Dealer Member firm and customer account
positions respectively, shall be equal to the sum of:

(i)  the lesser of:

(A) the normal capital required (credit required in the case of customer
account positions) on the capital shares less, if any, the market value of
the premium credit on the short call option, but cannot reduce the capital
required to less than zero; and

(B) any excess of the market value of the underlying common shares over the
aggregate exercise value of the call options;

and
(il)) the capital share conversion loss, if any; and
(iii) where the capital shares cannot be tendered to the split share company for retraction

directly for the underlying common shares at the option of the holder, 20% of the
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normal capital required (margin required in the case of customer account positions)
on the underlying common shares.
(e) Long common shares and short capital shares

Where common shares are carried long in an account and the account is also short an
equivalent number of capital shares, the capital and margin requirements, for Dealer Member
firm and customer account positions respectively, shall be equal to the sum of:

(i)  the lesser of:
(A) the sum of:
D the capital share conversion loss, if any; and

(1D the normal capital required (margin required in the case of
customer account positions) on the equivalent number of
preferred shares; and

(B) the normal capital required (margin required in the case of customer
account positions) on the underlying common shares.”

and;

(i1) 40% of the normal capital required (margin required in the case of customer account
positions) on the underlying common shares.

® Long common shares, short capital shares and short preferred shares

Where common shares are carried long in an account and the account is also short both an
equivalent number of capital shares and an equivalent number of preferred shares, the capital
and margin requirements, for Dealer Member firm and customer account positions
respectively, shall be equal to the sum of:

(i)  the lesser of:
(A) combined conversion loss, if any; and

(B) the normal capital required (margin required in the case of customer
account positions) on the underlying common shares;

and;

(i1)  where the capital and preferred shares cannot be tendered to the split share company
for retraction directly for the underlying common share at the option of the holder,
40% of the normal capital required (margin required in the case of customer account
positions) on the underlying common shares.

100.4H.Convertible Securities
(a) For the purposes of this Rule 100.4H:

(i)  “conversion loss” means any excess of the market value of the convertible securities
over the market value of the equivalent number of underlying securities.

(il) “convertible security” means a convertible security, exchangeable security or any
other security that entitles the holder to acquire another security, the underlying
security, upon exercising a conversion or exchange feature.

(i) a security that is “currently convertible” means a security that is either:

187



(b)

©

(@

(iv)

April 22, 2021
IIROC Dealer Member Rules

(A) convertible into another security, the underlying security, either currently
or within 20 business days, provided all legal requirements have been
met and all regulatory, competition bureau and court approvals to
proceed with the merger, acquisition, spin-off or other security related
reorganization have been received; or

(B) convertible into another security, the underlying security, after the expiry
of a specific period, and the Dealer Member or customer has entered into
a term securities borrowing agreement. The agreement must be a written,
legally enforceable agreement enabling the Dealer Member or customer
to borrow the underlying securities for the entire period from the current
date until the expiry of the specific period until conversion.

“underlying security” means the security, which is received upon exercising the
conversion or exchange feature of a convertible security.

Long convertible securities considered “currently convertible” and short underlying
securities

Where convertible securities are held long in an account and such securities are currently
convertible and the account is also short an equivalent number of underlying securities, the
capital and margin requirements, for Dealer Member firm and customer account positions
respectively, shall be equal to the sum of:

(@)
(i)

the conversion loss, if any; and

where the convertible security cannot be converted directly into the underlying
security, at the option of the holder, 20% of the normal capital required (margin
required in the case of customer account positions) on the underlying securities.

Long convertible securities not considered “currently convertible” and short
underlying securities

Where convertible securities are held long in an account and such securities are not currently
convertible and the account is also short an equivalent number of underlying securities, the
capital and margin requirements, for Dealer Member firm and customer account positions
respectively, shall be equal to the sum of:

(@)
(i)

(iii)

the conversion loss, if any; and

20% of the normal capital required (margin required in the case of customer account
positions) on the underlying securities, to cover the sell-out risk associated with
holding convertible securities not considered to be “currently convertible”; and

where the convertible security cannot be converted directly into the underlying
security, at the option of the holder, 20% of the normal capital required (margin
required in the case of customer account positions) on the underlying securities.

Short convertible securities and long underlying securities

Where convertible securities are held short in an account and the account is also long an
equivalent number of underlying securities, the capital and margin requirements, for Dealer
Member firm and customer account positions respectively, shall be equal to the sum of:

(@)

the conversion loss, if any; and
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40% of the normal capital required (margin required in the case of customer account
positions) on the underlying securities.

(e) Long “Oldco securities” and short “Newco securities” relating to an amalgamation,
acquisition, spin-off or any other securities related reorganization transaction

(@)

(i)

(iii)

For the purposes of this paragraph 100.4H(e):

(A) “Newco securities” means securities of a successor issuer or issuers
resulting from an amalgamation, acquisition, spin-off or any other
securities related reorganization transaction.

(B) “Oldco securities” means securities of a predecessor issuer or issuers
resulting from an amalgamation, acquisition, spin-off or any other
securities related reorganization transaction.

Where, pursuant to a securities related reorganization involving predecessor and
successor issuers, Oldco securities are held long in an account, the account is also
short an equivalent number of Newco securities, and the conditions set out in
paragraph 100.4H(e)(iii) are met, the capital and margin requirements for Dealer
Member firm and customer accounts shall be the excess of the combined market
value of the Oldco securities over the combined market value of the Newco
securities, if any.

The offset described in paragraph 100.4H(e)(ii)) may be taken where all legal
requirements have been met and all regulatory, competition bureau and court
approvals to proceed with the merger, acquisition, spin-off or other security related
reorganization have been received and where the Oldco securities will be cancelled
and replaced by an equivalent number of Newco securities within 20 business days.

100.41. Warrants, Rights, Instalment Receipts, etc.
(a) For the purposes of this Rule 100.41:

(@)

(i)

(iii)

“exercise loss” means any excess of combined sum of the market value of the
exercisable securities and the exercise or subscription payment, over the market value
of the equivalent number of underlying securities.

“exercisable security” means a warrant, right, installment receipt or any other
security that entitles the holder to acquire another security, the underlying security,
upon making an exercise or subscription payment.

a security that is “currently exercisable” means a security that is either:
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(A) exercisable into another security, the underlying security, either currently
or within 20 business days, provided all legal requirements have been
met and all regulatory, competition bureau and court approvals to
proceed with exercising have been received; or

(B) exercisable into another security, the underlying security, on a future
date, and the Dealer Member or customer has entered into a term
securities borrowing agreement. The agreement must be a written,
legally enforceable agreement enabling the Dealer Member or customer
to borrow the underlying securities for the entire period from the current
date until the exercise or subscription date.

“underlying security” means the security, which is received upon invoking the
exercise feature of an exercisable security.

Long exercisable securities considered “currently exercisable” and short underlying
securities

Where exercisable securities are held long in an account and such securities are currently
exercisable and the account is also short an equivalent number of underlying securities, the
capital and margin requirements, for Dealer Member firm and customer account positions
respectively, shall be equal to the sum of:

(@)

(i1)
(iii)

in the case of customer account positions, the amount of the exercise or subscription
payment; and

the exercise loss, if any; and

where the exercisable security cannot be exercised directly into the underlying
security, at the option of the holder, 20% of the normal capital required (margin
required in the case of customer account positions) on the underlying securities.

Long exercisable securities not considered “currently exercisable” and short
underlying securities

Where exercisable securities are held long in an account and such securities are not currently
exercisable and the account is also short an equivalent number of underlying securities, the
capital and margin requirements, for Dealer Member firm and customer account positions
respectively, shall be equal to the sum of:

(@)

(i)
(iii)

(iv)

in the case of customer account positions, the amount of the exercise or subscription
payment; and

the exercise loss, if any; and

20% of the normal capital required (margin required in the case of customer account
positions) on the underlying securities, to cover the sell-out risk associated with
holding exercisable securities not considered to be “currently exercisable”; and

where the exercisable security cannot be converted directly into the underlying
security, at the option of the holder, 20% of the normal capital required (margin
required in the case of customer account positions) on the underlying securities.

Short exercisable securities and long underlying securities
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Where exercisable securities are held short in an account and the account is also long an
equivalent number of underlying securities, the capital and margin requirements, for Dealer
Member firm and customer account positions respectively, shall be equal to the sum of:

(i) in the case of customer account positions, the amount of the exercise or subscription

payment; and

(il)) the exercise loss, if any; and

(iii) 40% of the normal capital required (margin required in the case of customer account

positions) on the underlying securities.

100.4J Repealed.

100.4K.Government of Canada Bond Futures Contracts and Security Combinations

Where a Dealer Member or a customer holds offset positions in Government of Canada notional
bond futures contracts (including future purchase and sale commitments) and securities, described
in paragraphs (a) to (e), the margin requirement for both positions shall be as follows:

(a)

(b)

(©)

(d)

(e)

a long (or short) position in a Government of Canada notional bond futures contract and a
short (or long) position in the securities described in Rule 100.2(a)(i) Canada only and of
same maturity band, the two positions may be offset and the required margin computed in
respect to the net long or net short position only.

a long (or short) position in a Government of Canada notional bond futures contract and a
short (or long) position in the securities described in Rule 100.2(a)(i) Canada only of
different maturity bands, the two positions may be offset and the required margin shall be
the 50% of the greater of the margin required on the long or short position.

a long (or short) position in a Government of Canada notional bond futures contract and a
short (or long) position in the securities described in Rule 100.2(a)(ii) or Province of
Canada only maturing within the same or different maturity bands, the margin
requirement in respect of both positions shall be 50% of the greater of the margin
required on the long or short position.

a long (or short) position in a Government of Canada notional bond futures contract and a
short (or long) position in the securities described in Rule 100.2(a)(iii) Canada Municipal
only maturing within the same maturity band, the margin requirement in respect of both
positions shall be 50% of the greater of the margin required on the long or short position.

a long (or short) position in a Government of Canada notional bond futures contract and a
short (or long) position in the securities described in Rule 100.2(a)(v) Corporate maturing
within the same maturity band, the margin requirement in respect of both positions shall
be the greater of the margin required on the long or short position.

provided the foregoing offset may only be determined on the basis that:

)
ii)

iii)

securities in offsetting positions must be denominated in the same currency;

securities described in Rule 100.2(a)(iii) Canada Municipal will only be eligible for offset
if they have a long-term issuer credit rating of a single A or higher by any of Canadian
Bond Rating Service, Dominion Bond Rating Service, Moody’s Investors Service or
Standard & Poor’s Bond Record,

securities described in Rule 100.2(a)(iv) Corporate will only be eligible for offset if they
are not convertible and have a single A or higher rating by any of Canadian Bond Rating
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Service, Dominion Bond Rating Service, Moody’s Investors Service or Standard &
Poor’s Bond Record; and

iv) the market value of the offsetting positions is equal and no offset is permitted in respect
of the market value of the short (or long) position which is in excess of the market value
of the long (or short) position.

100.5. Underwriting

(a) In this Rule 100.5 the expression:

(@)

(i)

(iii)

“appropriate documentation” with respect to the portion of the underwriting
commitment where expressions of interest have been received from exempt
purchasers means, at a minimum:

(A) that the lead manager has a record of the final affirmed exempt purchaser
allocation indicating for each expression of interest:

D the name of the exempt purchaser;

(1D the name of the employee of the exempt purchaser accepting the
amount allocated; and

(Ill)  the name of the representative of the lead underwriter
responsible for affirming the amount allocated to the exempt
purchaser, time stamped to indicate date and time of affirmation

and;

(B) that the lead manager has notified in writing all the banking group
participants when the entire allotment to exempt purchasers has been
affirmed pursuant to Rule 100.5(a)(i)(A) so that all banking group
participants may take advantage of the reduction in the capital
requirement.

Under no circumstances may the lead manager reduce its own capital
requirement on an underwriting commitment due to such expressions of interest
from exempt purchasers without providing notification to the rest of the banking
group.
a “commitment” pursuant to an underwriting agreement or banking group agreement
to purchase a new issue of securities or a secondary issue of securities means, where
all other non-pricing agreement terms have been agreed to, where two of the
following three pricing terms have been agreed to:

(A) issue price;
(B) number of shares;
(C) commitment amount [issue price x number of shares].

“disaster out clause” means a provision in an underwriting agreement substantially
in the following form:

“The obligations of the Underwriter (or any of them) to purchase
(the Securities) under this agreement may be terminated by the
Underwriter (or any of them) at its option by written notice to that
effect to the Company at any time prior to the Closing if there
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should develop, occur or come into effect or existence any event,
action, state, condition or major financial occurrence of national or
international consequence or any law or regulation which in the
opinion of the Underwriter seriously adversely affects, or involves,
or will seriously adversely affect, or involve, the financial markets
or the business, operations or affairs of the Company and its
subsidiaries taken as a whole.”

“market out clause” means a provision in an underwriting agreement which permits
an underwriter to terminate its commitment to purchase in the event of unsalability
due to market conditions, substantially in the following form:

“If, after the date hereof and prior to the Time of Closing, the state
of financial markets in Canada or elsewhere where it is planned to
market the Securities is such that, in the reasonable opinion of the
Underwriters (or any of them), the Securities cannot be marketed
profitably, any Underwriter shall be entitled, at its option, to
terminate its obligations under this agreement by notice to that
effect given to the Company at or prior to the Time of Closing.”

“new issue letter” means an underwriting loan facility in a form satisfactory to the
Corporation. Where the provider of the new issue letter is other than an acceptable
institution, the funds that can be drawn pursuant to the letter must either be fully
collateralized by high grade securities or held in escrow with an acceptable

institution.

Under the terms of the new issue letter, the letter issuer will:

(A) provide an irrevocable commitment to advance funds based only on the

(B)

and;

©

strength of the new issue and the Dealer Member firm;

advance funds to the Dealer Member firm for any portion of the
commitment not sold:

@D for an amount based on a stated loan value rate;
(II) at a stated interest rate; and

(IIl)  for a stated period of time.

under no circumstances, in the event that the Dealer Member firm is
unable to repay the loan at the termination date, resulting in a loss or
potential loss to the letter issuer, have or seek any right of set-off against:

@D collateral held by the letter issuer for any other obligations of the
Dealer Member firm or the firm’s customers;

11 cash on deposit with the letter issuer for any purpose whatsoever;
or

(IIl)  securities or other assets held in a custodial capacity by the letter
issuer for the Dealer Member firm either for the firm’s own
account or for the firm’s customers.
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in order to recover the loss or potential loss.
(vi) “normal margin” means margin otherwise required by the Rules.

(vii) “normal new issue margin” means:

(A) where the market value of the security is $2.00 per share or more and the
security qualifies for a reduced margin rate pursuant to Rule 100.12(a),
60% of normal margin for the period from the date of commitment to the
business day prior to settlement date and 100% of normal margin from
settlement date on;

(B) where the market value of the security is $2.00 per share or more and the
security does not qualify for a reduced margin rate pursuant to Rule
100.12(a), 80% of normal margin for the period from the date of
commitment to the business day prior to settlement date and 100% of
normal margin from settlement date on; or

(C) where the market value of the security is less than $2.00 per share, 100%
of normal margin.

(b) Where a Dealer Member has a commitment pursuant to an underwriting agreement or
banking group agreement to purchase a new issue of securities or a secondary issue of
securities, the following margin rates are hereby prescribed:
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(1) Underwriting
agreement does
not include
market out clause
or disaster out
clause

(2) Underwriting
agreement
includes disaster
out clause

(3) Underwriting
agreement
includes market
out clause

Without New Issue Letter

Normal new issue margin
required from the date of
commitment.

50% of normal new issue
margin from the date of the
commitment until settlement
date or the expiry of the disaster
out clause, whichever is earlier;
margin required as in (1) above
thereafter.

10% of normal new issue
margin required from the date of
commitment until settlement
date or the expiry of the market
out clause, whichever is earlier;
margin required as in (1) above
thereafter.
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With new issue letter

10% of normal new issue margin from

the date of the letter to the business day
prior to settlement date or when the new
issue letter expires, whichever is earlier;

10% of normal new issue margin from
settlement date to 5 business days after
settlement date or when the new issue
letter expires, whichever is earlier,
where the new issue letter has been
drawn;

25% of normal new issue margin for the
next succeeding 5 business days or
when the new issue letter expires,
whichever is earlier, where the new
issue letter has been drawn;

50% of normal new issue margin for the
next succeeding 5 business days or
when the new issue letter expires,
whichever is earlier, where the new
issue letter has been drawn,;

75% of normal new issue margin for the
next succeeding 5 business days or
when the new issue letter expires,
whichever is earlier, where the new
issue letter has been drawn;

Otherwise, normal new issue margin
required.

10% of normal new issue margin from
the date of the commitment until
settlement date or the expiry of the
disaster out clause, whichever is
earlier; margin required as in (1) above
thereafter.

5% of normal new issue margin
required from the date of commitment
until settlement date or the expiry of
the market out clause, whichever is
earlier; margin required as in (1) above
thereafter.
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10% of normal new issue 5% of normal new issue margin
margin required from the date of required from the date of commitment
commitment until settlement until settlement date or the expiry of

date or the expiry of the market the market out clause, whichever is
out clause, whichever is earlier; earlier; margin required as in (1) (2)
margin required as in (1) (2) and and (3) above thereafter.

(3) above thereafter.

If the margin rates prescribed above in respect of commitments for which a new issue letter is
available are less than the margin rates required by the issuer of such letter, the higher rates
required by the issuer shall be applied.

Where a Dealer Member has a commitment pursuant to an underwriting agreement or
banking group agreement to purchase a new issue of securities or a secondary issue of
securities and the Dealer Member has determined through obtaining appropriate

documentation:

(i)  that the allocation between retail and exempt purchasers has been finalized;

(i) that expressions of interest received from the entire allotment to exempt purchasers
have been verbally affirmed but not yet ticketed;

(iii) that here is unlikely to be a significant renege rate on the expressions of interest
received from exempt purchasers; and

(iv) that the Dealer Member is not significantly leveraging its underwriting activities
through the use of the capital requirement reduction provided on that portion of the
underwriting commitment where expressions of interest have been received from
exempt purchasers.

the following margin rates are hereby prescribed for the portion of the commitment allocated

to exempt purchasers:

(1) Underwriting
agreement does
not include
market out
clause or disaster
out clause

Without New Issue Letter With new issue letter

From the date that the As in (b) above
expressions of interest received

from the entire allotment to

exempt purchasers have been

verbally affirmed but not yet

ticketed until the date the sales

are contracted:

20% of normal new issue margin
is required, provided the current
market value of the commitment
is at or above 90% of new issue
value (90% x issue price x
number of shares);

40% of normal new issue margin
is required, provided the current
market value of the commitment
is at or above 80% of new issue
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value (80% x issue price X
number of shares) but less than
90% of new issue value;

Otherwise normal new issue
margin is required.

(2) Underwriting From the date that the As in (b) above
agreement expressions of interest received
includes disaster from the entire allotment to
out clause exempt purchasers have been

verbally affirmed but not yet
ticketed until the date the sales
are contracted:

20% of normal new issue margin
is required, provided the current
market value of the commitment
is at or above 90% of new issue
value (90% x issue price x
number of shares);

40% of normal new issue margin
is required, provided the current
market value of the commitment
is at or above 80% of new issue
value (80% x issue price x
number of shares) but less than
90% of new issue value;

Otherwise normal new issue
margin is required.

(3) Underwriting As in (b) above As in (b) above
agreement
includes market
out clause

(4) Underwriting As in (b) above As in (b) above
agreement
includes disaster
out clause and

market out
clause
(d) Where:
(i)  the normal new issue margin required on any one commitment is reduced due to
either:
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(A) the use of a new issue letter in accordance with (b) above; or

(B) qualifying expressions of interest received from exempt purchasers that
have been verbally affirmed but not yet contracted in accordance with (c)
above.

the margin required in respect of such commitment (in the case of (d)(i)(A) where a
new issue letter is undrawn), determined in accordance with (b)(1), (2), (3) or (4) or
(c)(1), (2), (3) or (4) as applicable and as if the margin reduction set out in (d)(i)(A)
or (d)(i)(B) were not available, exceeds 40% of such Dealer Member's net allowable
assets,

such excess shall be added to total margin required pursuant to Form 1. The amount to be
deducted may be reduced by the amount of margin provided for as required by (b) or (c)
above on the individual underwriting position to which such excess relates.

Where:
(i)  the normal new issue margin required on some or all commitments is reduced due to
either:
(A) the use of a new issue letter in accordance with (b) above; or
(B) qualifying expressions of interest received from exempt purchasers that
have been verbally affirmed but not yet contracted in accordance with (c)
above.
and

(i)

the aggregate margin required in respect of such commitments (in the case of
(d)(1)(A) where a new issue letter is undrawn), determined in accordance with (b)(1),
(2), (3) or (4) or (c)(1), (2), (3) or (4) as applicable and as if the margin reduction set
out in (d)(1)(A) or (d)(i)(B) were not available, exceeds 100% of such Dealer
Member's net allowable assets,

such excess shall be added to total margin required pursuant to Form 1. The amount to be
deducted may be reduced by the amount of margin provided for as required by (b) and (c)
above on individual underwriting positions and by the amount required to be deducted from
risk adjusted capital pursuant to (d) above.

In determining the amount of a Dealer Member's commitment pursuant to an
underwriting agreement or banking group agreement for the purposes of clauses (b), (¢),
(d) and (e) above, receivables from members of the banking or selling groups in respect
of firm obligations to take down a portion of a new issue of securities (i.e. not after-
market trading) may be deducted from the liability of the Dealer Member to the issuer.

Margining of private placements of restricted equity securities during the distribution
period

For a private placement of a equity security subject to a four-month trading restriction (issued
pursuant to National Instrument 45-102 or a similar provincial securities legislation
exemption), the margin rate to be used during the distribution period shall be the greater of:
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(i)  The margin rate that would be otherwise applicable to the security if the restriction
were not present, subject to the margin rate reductions available in this Rule 100.5;
and

(i1)
(a) where it is five business days or less subsequent to the offering
commitment date, 25%:;

(b) where it is greater than five business days subsequent to the offering
commitment date, 50%.

The margin rate to be used commencing on the offering settlement date shall be 100%.
Rights Offerings

Where an underwriter has a standby commitment to purchase securities in connection with a
rights offering such commitment shall be margined at the following rates:

(a) If the market value of the security (the "security") which can be acquired pursuant to the
exercise of the rights is below the subscription price, the underwriter's commitment shall
be valued at the current market price for the security and the margin rates applicable to
the security under Rule 100.2;

(b) If the market value of the security is equal to or greater than the subscription price the
commitment shall be margined at rates calculated on the subscription price, equal to the
following percentages of the margin rate applicable to the security under Rule 100.2:

50% where market value is 100% to 105% of the subscription price;

30% where market value is more than 105% but not more than 110% of the subscription
price;

10% where market value is more than 110% but not more than 125% of the subscription
price; and

no margin required where market value is more than 125% of the subscription price.
Control Blocks

Any security which is part of a control block shall not be acceptable for margin purposes except
to the extent that Rule 100.5 is applicable in which case the margin rates therein shall apply.
Under this Rule 100.7, a control block means the holdings of any person, company or
combination of persons or companies holding a sufficient number of any securities of an issuer to
affect materially the control of that issuer, but any holding of any person, company or
combination of persons or companies holding more than 20% of the outstanding voting securities
of an issuer shall, in the absence of evidence to the contrary, be deemed to affect materially the
control of that issuer.

Commodity Futures Contracts and Futures Contract Options

"Commodity" and "Futures Contract" have the meanings given to such terms under Rule
1800.1 and "Commodity Contract" means a contract as defined under that Rule.

Commodity futures contracts and futures contract options (other than purchases of futures
contract options which shall be for cash) shall be margined as follows:
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Positions of Dealer Members and customers shall be marked to market and margined
daily at the greatest of:

(i)  The rate required by the commodity futures exchange on which the contract is

entered into or its clearing house; or

(ii)  The rate required by the Dealer Member's clearing broker;

Provided that where a Dealer Member or a customer owns a commodity and such ownership
is evidenced by warehouse receipts or comparable documentation and such Dealer Member
or customer also has a short position in commodity futures contracts in the same commodity,
the two positions may be offset and the required margin shall be computed with respect to the
net long or net short position only.

In the case of a commodity futures exchange or its clearing house that prescribes margin
requirements based on initial and maintenance rates, initial margin shall be required at the
time the contract is entered into in an amount not less than the prescribed initial rate.
When subsequent adverse price movements in the value of the contracts reduce the
margin on deposit to an amount below the maintenance level, a further amount to restore
the margin on deposit to the initial rate shall be required. The Dealer Member may, in
addition, require such further margin or deposit against liability as it may consider
necessary as a result of fluctuations in market prices from time to time.

Every Dealer Member shall require from each of its customers for whom trades are
effected through an omnibus account not less than the amount of margin that would be
required from such customers if their trades were effected through fully disclosed
accounts.

Spread margins may be applicable to an account whenever the account is in a spread
position. Every Dealer Member shall designate such spread positions on its margin
records.

Where a Dealer Member’s account holds inter-commodity spreads in Government of
Canada bond futures contracts and U.S. treasury bond futures contracts traded on
recognized exchanges, the margin requirement shall be greater of the margin required on
either the long side or the short side only. For this purpose, the foregoing spreads shall
be on the basis of $1.00 Canadian for each $1.00 U.S. of the contract size of the relevant
futures contracts. With respect to the United States side of the above inter-commodity
spreads, such positions must be maintained on a contract market as designated pursuant
to the United States Commodity Exchange Act.

Notwithstanding any other provision of the Rules, the Corporation may prescribe with
respect to any particular or kind of person or account greater or lesser margin
requirements than those prescribed or referred to in this Rule 100.8.

Customer positions in options, futures and other equity-related derivatives

(a)

For the purposes of this Rule 100.9:

(i)  the term “aggregate current value” means, in the case of index options, the level of

the index at any given time multiplied by $1.00 and then multiplied by the unit of
trading.

(i) the term “aggregate exercise value” means the exercise price of an option multiplied

by the unit of trading.
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(iii) the term “call option” means an option:

(A)

(B)

©

(D)

for equity, participation unit, and bond options, which gives the holder
the right to buy and the writer the obligation to sell the underlying
interest at a stated exercise price either on or before the expiration date of
the option;

for index options, which gives the holder the right to receive and the
writer the obligation to pay, if the current value of the index rises above
the exercise price, the difference between the aggregate exercise price
and the aggregate current value of the underlying interest either on or
before the expiration date of the option; or

for OCC options, which gives the holder the right to buy and the writer
the obligation to sell the underlying interest at a stated exercise price
either on or before the expiration date of the OCC option.

for CDCC currency options, which gives the holder the right to buy and
the writer the obligation to sell the underlying interest at a stated exercise
price either on or before the expiration date of the CDCC option.

(iv) the term “class of options” means all options of the same type covering the same
underlying interest.

(v) the term “clearing corporation” means, in respect of an option, the clearing
corporation or other organization which is the issuer of the option.

(vi) the term “customer account” means an account for a customer of a Dealer Member,
but does not include an account in which a member of a self-regulatory organization,
or an affiliate, approved person or employee of such a Dealer Member, member or
affiliate, as the case may be, has a direct or indirect interest, other than an interest in a
commission charged.

(vii) the term “escrow receipt” means:

(A)

(B)

in the case of an equity, a participation unit or a bond option, a document
issued by a financial institution approved by Canadian Derivatives
Clearing Corporation certifying that a security is held and will be
delivered upon exercise by such financial institution in respect of a
specified option of a particular customer of a Dealer Member; or

in the case of an OCC option, a document issued by a depository
approved by the clearing corporation, after executing and delivering
agreements required by The Options Clearing Corporation, certifying
that a security is held and will be delivered upon exercise by such
financial institution in respect of a specified OCC option of a particular
customer of a Dealer Member.

(viii) the term “exercise price” in respect of an option means:
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(A) in the case of an equity, a participation unit, a currency or a bond option,
the specified price per unit at which the underlying interest may be
received in the case of a call option, or delivered, in the case of a put
option;

(B) in the case of index options, the specified price per unit, which may be
received by the holder and paid by the writer in the case of a call option
or a put option; or

(C) in the case of an OCC option, the specified price per unit at which the
underlying interest may be received in the case of a call option, or
delivered, in the case of a put option;

upon exercise of the option.

(ix) the term “firm account” means an account established by a Dealer Member, which is
confined to positions carried by the Dealer Member on its own behalf.

(x) the term “floating margin rate” means:

(A) the last calculated regulatory margin interval, effective for the regular
reset period or until a violation occurs, such rate to be reset on the
regular reset date, to the calculated regulatory margin interval determined
at that date; or

(B) where a violation has occurred, the last calculated regulatory margin
interval determined at the date of the violation, effective for a minimum
of twenty trading days, such rate to be reset at the close of the twentieth
trading day, to the calculated regulatory margin interval determined at
that date, where a reset results in a lower margin rate.

For the purposes of this definition, the term “regular reset date” is the date
subsequent to the last reset date where the maximum number of trading days in
the regular reset period has passed.

For the purposes of this definition, the term “regular reset period” is the normal
period between margin rate resets. This period shall be determined by the
Canadian self-regulatory organizations with member regulation responsibilities
and shall be no longer than 60 trading days.

For the purposes of this definition, the term “regulatory margin interval”, when
calculated, means the product of:

(C) the maximum standard deviation of percentage changes in daily closing
prices over the most recent 20, 90 and 260 trading days; and

(D) 3 (for a 99% confidence interval); and
(E) the square root of 2 (for two days coverage);
rounded up to the next quarter percent.

For the purposes of this definition, the term “violation” means the circumstance
where the maximum 1 or 2 day percentage change in the daily closing prices is
greater than the margin rate.
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(xi) the term “incremental basket margin rate” means for a qualifying basket of index

securities:

(A)

(B)

100% less the cumulative relative weight percentage (determined by
calculating for each security the actual basket weighting in relation to the
latest published relative weighting in the index and then determining an
overall relative weight percentage) for the qualifying basket of index
securities, multiplied by

the weighted average margin rate for those equity securities comprising
the basket for which the actual weighting is less than the latest published
relative weight for the index (weighted by the percentage weighting
deficiency for each security (i.e., the published relative weighting minus
the actual weighting, if applicable)).

(xii) the term “index” means an equity index where:

(A)

(B)

©

(D)

the basket of equity securities underlying the index is comprised of eight
Or more securities;

the single largest security position by weighting comprises no more than
35% of the overall market value of the basket;

the average market capitalization for each security position in the basket
of equity securities underlying the index is at least $50 million; and

in the case of foreign equity indices, the index is both listed and traded
on an exchange that meets the criteria for being considered a recognized
exchange, as set out in the definition of “regulated entities” included in
the General Notes and Definitions to Form 1.

(xiii) the term “index option” means an option whose underlying interest is an index.

(xiv) the term “in-the-money” means:

(A)

(B)
©

in the case of an equity, a participation unit, a currency or a bond option,
that the market price;

in the case of an index option, that the current value; or

in the case of an OCC option, that the market price or the current value;

of the underlying interest is above the exercise price in the case of a call option,
and below the exercise price in the case of a put option.

(xv) the term “market maker account” means a firm account of a clearing member that
is confined to transactions initiated by a market maker.

(xvi) the term “non-customer account” means an account established with an Dealer
Member by another member of a self-regulatory organization, or affiliate, approved
person or employee of a Dealer Member, member or affiliate, as the case may be, in
which the Dealer Member does not have an interest, direct or indirect, other than an
interest in fees or commissions charged.

(xvii) the term “OCC option” means a call option or a put option issued by The Options
Clearing Corporation.
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(xviii)  the term “option” means a call option or put option issued by the Canadian
Derivatives Clearing Corporation pursuant to its Rules.

(xix) the term “out-of-the-money” means:

(A)

(B)
©

in the case of an equity, a participation unit, a currency or a bond option,
that the market price;

in the case of an index option, that the current value; or

in the case of an OCC option, that the market price or the current value;

of the underlying interest is below the exercise price in the case of a call option,
and above the exercise price in the case of a put option.

(xx) the term “participation unit” means an interest in a trust, the underlying assets of
which are equities and/or other securities.

(xxi) the term “participation unit option” means an option whose underlying interest is a
participation unit.

(xxii) the term “premium” means the aggregate price, excluding commissions and other
fees, that the buyer of an option pays and the writer of an option receives for the
rights conveyed by the option contract.

(xxiii)  the term “put option” means, an option:

(A)

(B)

©

(D)

for an equity, a participation unit or a bond option, which gives the
holder the right to sell and the writer the obligation to buy the underlying
interest at a stated exercise price either on or before the expiration date of
the option;

for index options, which gives the holder the right to receive and the
writer the obligation to pay, if the current value of the index falls below
the exercise price, the difference between the aggregate exercise price
and the aggregate current value of the underlying interest either on or
before the expiration date of the option; or

for OCC options, which gives the holder the right to sell and the writer
the obligation to buy the underlying interest at a stated exercise price
either on or before the expiration date of the OCC option.

for CDCC currency options, which gives the holder the right to sell and
the writer the obligation to buy the underlying interest at a stated exercise
price either on or before the expiration date of the CDCC option.

(xxiv)the term “qualifying basket of index securities” means a basket of equity securities:
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all of which are included in the composition of the same index;

which comprise a portfolio with a market value equal to the market value
of the securities underlying the index;

where the market value of each of the equity securities comprising the
portfolio proportionally equals or exceeds the market value of its relative
weight in the index, based on the latest published relative weights of
securities comprising the index;

where the required cumulative relative weighting percentage of all equity
securities comprising the portfolio:

@D equals 100% of the cumulative weighting of the corresponding
index, where the basket of equity securities underlying the index
is comprised of less than twenty securities;

(II) equals or exceeds 90% of the cumulative weighting of the
corresponding index, where the basket of equity securities
underlying the index is comprised of twenty or more securities
but less than one hundred securities; and

(III)  equals or exceeds 80% of the cumulative weighting of the
corresponding index, where the basket of equity securities
underlying the index is comprised of one hundred or more
securities;

based on the latest published relative weightings of the equity
securities comprising the index.

where, in the circumstance where the cumulative relative weighting of all
equity securities comprising the portfolio equals or exceeds the required
cumulative relative weighting percentage and is less than 100% of the
cumulative weighting of the corresponding index, the deficiency in the
basket is filled by other equity securities included in the composition of
the index.

(xxv) the term “time value” means any excess of the market value of the option over the
in-the-money value of the option.

(xxvi)the term “tracking error margin rate” means the last calculated regulatory margin
interval for the tracking error resulting from a particular offset strategy. The method
of calculation and the margin rate reset policy is the same as that used for the floating

margin rate.

(xxvii) the term “underlying interest” means,
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(A) in the case of an equity, a participation unit or a bond option, the
security;
(B) in the case of an index option, the index;
(C) in the case of an OCC option in a currency, the currency;
(D) in the case of an OCC option in debt, the debt;
(E) in the case of an OCC option in an index, the index;
(F) in the case of any other OCC option, the security;
(G) in the case of a CDCC currency option, the currency;
which is the subject of the option.

(xxviii) the term “unit of trading” means the number of units of the underlying interest
which have been designated by the exchange as the minimum number or value to be
the subject of a single option in a series of options. In the absence of any such
designation, for a series of options:

(A) in which the underlying interest is an equity, the unit of trading shall be
100 shares;

(B) in which the underlying interest is an index, the unit of trading shall be
100 units;

(C) in which the underlying interest is a bond, the unit of trading shall be 250
units;

(D) in which the underlying interest is a participation unit, the unit of trading
shall be 100 units.

(b) Exchange traded options — general margin requirements

The minimum amount of margin which must be obtained in margin accounts of customers
having positions in options shall be as follows:

(i)  All opening writing transactions and resulting short positions must be carried in a
margin account.

(ii))  Each option shall be margined separately and:

(A) in the case of equity, currency or participation unit options, any
difference between the market price of the underlying interest; or

(B) in the case of index options, any difference between the current value of
the index,

and the exercise price of the option shall be considered to be of value only in
providing the amount of margin required on that particular option.

(iii) Where a customer account holds both options and OCC options that have the same
underlying interest, the OCC options may be considered to be options for the
purposes of the calculation of the margin requirements for the account under this
Rule 100.9.
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For CDCC currency options, the normal margin required for the underlying interest
shall be a percentage of the market value of the underlying interest determined using
the Corporation’s published spot risk margin rate for the currency.

From time to time the Corporation may impose special margin requirements with
respect to particular options or particular positions in options.

Long option positions

(@)

(i)

Subject to sub-paragraph (ii), the margin requirement for long options shall be the
sum of’

(A) where the period to expiry is greater or equal to 9 months, 50% of the
option’s time value, 100% of the option’s time value otherwise; and

(B) the lesser of:
@D the normal margin required for the underlying interest; and
(II) the option’s in-the-money amount, if any.

Where in the case of equity options, the underlying interest in respect of a long call
option is the subject of a legal and binding cash take-over bid for which all conditions
have been met, the margin required on such call option shall be the market value of
the call option less the amount by which the amount offered exceeds the exercise
price of the call option. Where such a take-over bid is made for less than 100% of the
issued and outstanding securities, the margin requirement shall be applied pro rata in
the same proportion as the offer and paragraph (c)(i) shall apply to the balance.

Short option positions

(@)

(i)

The minimum credit requirement which must be maintained in respect of an option
carried short in a customer account shall be:

(A) 100% of the current market value of the option; plus

(B) a percentage of the market value of the underlying interest determined
using the following percentages:

D For equity options or equity participation unit options, the
margin rate used for the underlying interest;

) For index options or index participation unit options, the
published floating margin rate for the index or index
participation unit;

(Ill) ~ For CDCC currency options, the Corporation’s published spot
risk margin rate for the currency;

minus
(C) any out-of-the-money amount associated with the option.

Paragraph (d)(i) notwithstanding, the minimum credit requirement which must be
maintained and carried in a customer account trading in options shall be not less than:
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(A) 100% of the current market value of the option; plus
(B) an additional requirement determined by multiplying:

D In the case of a short call option position, the market value of the
underlying interest; or

(I1) In the case of a short put option position, the aggregate exercise
value of the option;

by one of the following percentages:
(IIT)  For equity options or equity participation unit options, 5.00%; or
(IV)  For index options or index participation unit options, 2.00%; or

V) For CDCC currency options, 0.75%.

(e) Covered option positions

(@)

(i)

No margin shall be required for a call option carried short in a customer's account
which is covered by the deposit of an escrow receipt. The underlying interest
deposited in respect of such options shall not be deemed to have any value for margin
purposes.

Evidence of a deposit of the underlying interest shall be deemed an escrow
receipt for the purposes hereof if the agreements required by the rules of the
clearing corporation have been executed and delivered to the clearing corporation
and if a copy thereof is available to the Corporation. The issuer of the escrow
receipt covering the escrow deposit must be a financial institution approved by
the clearing corporation.

No margin shall be required for a put option carried short in a customer's account
which is covered by the deposit of an escrow receipt which certifies that acceptable
government securities are being held by the issuer of the escrow receipt for the
account of the client. The acceptable government securities held on deposit:

(A) shall be government securities:

D which are acceptable forms of margin for the clearing
corporation; and

(I1) which mature within one year of their deposit; and
(B) shall not be deemed to have any value for margin purposes.

The aggregate exercise value of the short put option shall not be greater than 90%
of the aggregate par value of the acceptable government securities held on
deposit. Evidence of the deposit of the acceptable government securities shall be
deemed an escrow receipt for the purposes hereof if the agreements required by
the rules of the clearing corporation have been executed and delivered to the
clearing corporation and if a copy thereof is available to the Corporation on
request. The issuer of the escrow receipt covering the escrow deposit must be a
financial institution approved by the clearing corporation.

(iii)) No margin shall be required for a put option carried short in a customer's account if

the customer has delivered to the Dealer Member with which such position is
maintained a letter of guarantee, issued by a financial institution which has been
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authorized by the clearing corporation to issue escrow receipts, in a form satisfactory
to the Corporation, and is:
(A) abank which is a Canadian chartered bank or a Quebec savings bank; or

(B) a trust company which is licensed to do business in Canada, with a
minimum paid-up capital and surplus of $5,000,000;

provided that the letter of guarantee certifies that the bank or trust company

(C) holds on deposit for the account of the customer cash in the full amount
of the aggregate exercise value of the put option and that such amount
will be paid to the clearing corporation against delivery of the underlying
interest covered by the put option; or

(D) unconditionally and irrevocably guarantees to pay to the clearing
corporation the full amount of the aggregate exercise value of the put
option against delivery of the underlying interest covered by the put
option;

and further provided that the Dealer Member has delivered the letter of guarantee
to the clearing corporation and the clearing corporation has accepted it as margin.

® Option spreads and combinations
(i) Call spreads and put spreads

Where a customer account contains one of the following spread pairings for an
equivalent number of trading units on the same underlying interest:

- long call option and short call option; or
- long put option and short put option;

and the short option expires on or before the date of expiration of the long option,
the minimum margin required for the spread pairing shall be the lesser of:

(A) the margin required on the short option pursuant to sub-paragraphs
100.9(d)(1) and (ii); or

(B) the spread loss amount, if any, that would result if both options were
exercised.

(ii) Short call — short put spreads

Where a call option is carried short for a customer's account and the account is
also short a put option on the same number of units of trading on the same
underlying interest, the minimum margin required shall be the greater of:

(A) the greater of:
D the margin required on the call option position; or
(II) the margin required on the put option position;
and

(B) the excess of the aggregate exercise value of the put option over the
aggregate exercise value of the call option.
(iii) Long call — long put
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Where a call option is carried long for a customer's account and the account is
also long a put option on the same number of units of trading on the same
underlying interest, the minimum margin required shall be the lesser of:

(A) the sum of:
@ the margin required for the long call option position; and
11 the margin required for the long put option position;
or
(B) the sum of:
D 100% of the market value of the long call option; and
(11 100% of the market value of the long put option; minus

(Ill) ~ the amount by which the aggregate exercise value of the put
option exceeds the aggregate exercise value of the call option.

Long call — short call — long put

Where a call option is carried long for a customer's account and the account is
also short a call option and long a put option on the same number of units of
trading on the same underlying interest, the minimum margin required shall be:

(A) 100% of the market value of the long call option; plus
(B) 100% of the market value of the long put option; minus
(C) 100% of the market value of the short call option; plus
(D) the greater of:

D any excess of the aggregate exercise value of the long call option
over the aggregate exercise value of the short call option; and

) any excess of the aggregate exercise value of the long call option
over the aggregate exercise value of the long put option.

Where the amount calculated in (D) is negative, this amount may be applied
against the margin charge.

Short call — long warrant

Where a call option is carried short for a customer's account and the account is
also long a warrant on the same number of units of trading on the same
underlying interest, the minimum margin required shall be the sum of:

(A) the lesser of:

) the margin required for the call option pursuant to sub-paragraph
100.09(d)(i)(B); or

) the spread loss amount, if any, that would result if both the
option and the warrant were exercised;

and
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(B) the excess of the market value of the warrant over the in-the-money
value of the warrant multiplied by 25%; and

(C) the in-the-money value of the warrant, multiplied by:

) 50%, where the expiration date of the warrant is 9 months or
more away, or

(I1) 100%, where the expiration date of the warrant is fewer than 9
months away.

The market value of any premium credit carried on the short call option may be
used to reduce the margin required on the long warrants, but cannot reduce the
margin required to less than zero.

Box spread

Where a customer account contains a box spread combination on the same
underlying interest with all options expiring at the same time, such that a
customer holds a long and short call option and a long and short put option and
where the long call option and short put option, and short call option and long put
option have the same strike price, the minimum margin required shall be the
lesser of:

(I)  the greater of the margin requirements calculated for the component call
and put spreads (Rule 100.9(f)(i)); and

(I) the greater of the out-of-the-money amounts calculated for the
component call and put spreads.

Long butterfly spread

Where a customer account contains a long butterfly spread combination on the
same underlying interest with all options expiring at the same time, such that a
customer holds a short position in two call options (or put options) and the short
call options (or short put options) are at a middle strike price and are flanked on
either side by a long call option (or long put option) having a lower and higher
strike price respectively, and the interval between the strike prices is equal, the
minimum margin required shall be the net market value of the short and long call
options (or put options).

Short butterfly spread

Where a customer account contains a short butterfly spread combination on the
same underlying interest with all options expiring at the same time, such that a
customer holds a long position in two call options (or put options) and the long
call options (or long put options) are at a middle strike price and are flanked on
either side by a short call option (or short put option) having a lower and higher
strike price respectively, and the interval between the strike prices is equal, the
minimum margin required shall be the amount, if any, by which the exercise
value of the long call options (or long put options) exceeds the exercise value of
the short call options (or short put options). The market value of any premium
credit carried on the short options may be used to reduce the margin required.

Long Condor Spread
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Where a customer account contains a long condor spread combination on the
same underlying interest with all options expiring at the same time, such that a
customer holds four separate options series wherein the strike prices of the
options are in ascending order and the interval between the strike prices is equal,
comprising a short position in two call options (or put options) and the short call
options (or short put options) are flanked on either side by a long call option (or
long put option) having a lower and higher strike price respectively, the
minimum margin required shall be the net market value of the short and long call
options (or put options).

Short Iron Butterfly Spread

Where a customer account contains a short iron butterfly spread combination on
the same underlying interest with all options expiring at the same time, such that
a customer holds four separate options series wherein the strike prices of the
options are in ascending order, and the interval between the strike prices is equal,
comprising short positions in a call option and a put option with the same strike
price and the short options are flanked on either side by a long put option and a
long call option having a lower and higher strike price respectively, the minimum
margin required shall equal the strike price interval multiplied by the unit of
trading. The market value of any premium credit carried on the short options may
be used to reduce the minimum margin required.

Short Iron Condor Spread

Where a customer account contains a short iron condor spread combination on
the same underlying interest with all options expiring at the same time, such that
a customer holds four separate options series wherein the strike prices of the
options are in ascending order, and the interval between the strike prices is equal,
comprising short positions in a call option and a put option and the short options
are flanked on either side by a long put option and a long call option having a
lower and higher strike price respectively, the minimum margin required shall
equal the strike price interval multiplied by the unit of trading. The market value
of any premium credit carried on the short options may be used to reduce the
minimum margin required.

Option and security combinations

(@)

Short call — long underlying (or convertible) combination

Where, in the case of equity, currency or equity participation unit options, a call
option is carried short in a customer’s account and the account is also long an
equivalent position in the underlying interest or, in the case of equity options in a
security readily convertible or exchangeable (without restrictions other than the
payment of consideration and within a reasonable time provided such time shall
be prior to the expiration of the call option) into the underlying interest, or in the
case of equity participation unit options in securities readily exchangeable into
the underlying interest, the minimum margin required shall be the sum of:

(A) the lesser of:

) the normal margin required on the underlying interest; and
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(I1) any excess of the aggregate exercise value of the call options
over the normal loan value of the underlying interest;

and

(B) where a convertible security or exchangeable security is held, the amount
of the conversion loss as defined in Rule 100.4H.

In the case of exchangeable or convertible securities, the right to
exchange or convert the long security shall not expire prior to the
expiration date of the short call option. If the expiration of the right
to exchange or convert is accelerated (whether by reason of
redemption or otherwise), then such short call option shall be
considered uncovered after the date on which such right to
exchange or convert expires.

(ii))  Short put — short underlying combination

Where, in the case of equity or equity participation unit options, a put option is
carried short in a customer's account and the account is also short an equivalent
position in the underlying interest, the minimum margin required shall be the
lesser of:

(A) the normal margin required on the underlying interest; and

(B) any excess of the normal credit required on the underlying interest over
the aggregate exercise value of the put options.

(iii)) Long call — short underlying combination

Where, in the case of equity, currency or equity participation unit options, a call
option is carried long in a customer’s account and the account is also short an
equivalent position in the underlying interest, the minimum credit required shall
be the sum of:

(A) 100% of the market value of the call option; and
(B) the lesser of:
@D the aggregate exercise value of the call option; and
) the normal credit required on the underlying interest.
(iv) Long put — long underlying combination

Where, in the case of equity, currency or equity participation unit options, a put
option is carried long in a customer’s account and the account is also long an
equivalent position in the underlying interest, the minimum margin required shall
be the lesser of:

(A) the normal margin required on the underlying interest; and

(B) the excess of the combined market value of the underlying interest and
the put option over the aggregate exercise value of the put option.

(v)  Conversion or long tripo combination

Where, in the case of equity or participation unit options, a position in an
underlying interest is carried long in a customer’s account and the account is also
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long an equivalent position in put options and short an equivalent position in call
options, the minimum margin required shall be:

(A) 100% of the market value of the long put options; minus

(B) 100% of the market value of the short call options; plus

(C) the difference, plus or minus, between the market value of the qualifying
basket (or participation units) and the aggregate exercise value of the
long put options or the short call options, whichever is lower.

(vi) Reconversion or short tripo combination

Where, in the case of equity or participation unit options, a position in an
underlying interest is carried short in a customer’s account and the account is
also long an equivalent position in call options and short an equivalent position in
put options, the minimum margin required shall be:

(A) 100% of the market value of the long call options; minus
(B) 100% of the market value of the short put options; plus

(C) the difference, plus or minus, between the aggregate exercise value of the
long call options or short put options, whichever is higher, and the
market value of the qualifying basket (or participation units).

(h) Offset combinations involving index products
(i) Index option and index participation unit option spread combinations
(A) Call spread combinations and put spread combinations

Where a customer account contains one of the following spread
combinations:

- long index put option and short index participation unit put
option; or

- long index call option and short index participation unit call
option; or

- long index participation unit call option and short index call
option; or

- long index participation unit put option and short index put
option;

and the short option expires on or before the date of expiration of
the long option, the minimum margin required for the spread
combination shall be the lesser of:

D the margin required on the short option pursuant to sub-
paragraphs 100.9(d)(i) and (ii); and

(I1) the greater of:

(a) the loss amount, if any, that would result if both options were
exercised; and
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(b) the published tracking error margin rate for a spread between the
index and the related participation units, multiplied by the market
value of the underlying participation units.

(B) Short call — short put spread combinations

Where a customer account contains one of the following
combinations:

- short index call option and short index participation unit put
option; or

- short index participation unit call option and short index put
option;

the minimum margin required shall be the greatest of:
@ the greater of:
(a) the margin required on the short call option position; or
(b)  the margin required on the short put option position;
and

(II) the excess of the aggregate exercise value of the short put option
over the aggregate exercise value of the short call option;

and

(IIl)  the published tracking error margin rate for a spread between the
index and the related participation units, multiplied by the
market value of the underlying participation units.

(il) Index option combinations with index baskets and index participation units

(A) Short call option combinations with long qualifying index baskets or
long index participation units

Where a customer account contains one of the following option
related combinations:

- short index call options and long an equivalent number of
qualifying baskets of index securities; or

- short index call options and long an equivalent number of index
participation units (Note: Subject to tracking error minimum
margin); or

- short index participation unit call options and long an equivalent
number of qualifying baskets of index securities (Note: Subject
to tracking error minimum margin); or

- short index participation unit call options and long an equivalent
number of index participation units;

the minimum margin required shall be the greater of:

@D the lesser of:
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(a)  the normal margin required on the qualifying basket (or participation

units); and

(b) any excess of the exercise value of the call options over the normal

loan value of the qualifying basket (or participation units);
and

(1D where applicable, the published tracking error margin rate for a
spread between the index and the related participation units,
multiplied by the market value of the underlying participation
units.

Short put option combinations with short qualifying index baskets or
short index participation units

Where a customer account contains one of the following option
related combinations:

- short index put options and short an equivalent number of
qualifying baskets of index securities; or

- short index put options and short an equivalent number of index
participation units (Note: Subject to tracking error minimum
margin); or

- short index participation unit put options and short an equivalent
number of qualifying baskets of index securities (Note: Subject
to tracking error minimum margin); or

- short index participation unit put options and short an equivalent
number of index participation units;

the minimum margin required shall be the greater of:

@D the lesser of:

(a)  the normal margin required on the qualifying basket (or participation

units); and

(b) any excess of the normal credit required on the qualifying basket (or

participation units) over the exercise value of the put options;
and

1) where applicable, the published tracking error margin rate for a
spread between the index and the related participation units,
multiplied by the market value of the underlying participation
units.

Long call option combinations with short qualifying index baskets or
short index participation units
Where a customer account contains one of the following option
related combinations:
- long index call options and short an equivalent number of
qualifying baskets of index securities; or
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long index call options and short an equivalent number of index
participation units (Note: Subject to tracking error minimum
margin); or

long index participation unit call options and short an equivalent
number of qualifying baskets of index securities (Note: Subject
to tracking error minimum margin); or

long index participation unit call options and short an equivalent
number of index participation units;

the minimum credit required shall be the sum of:

@

ety

(a)

(b)

100% of the market value of the call options, and

the greater of:

the lesser of:

(i) the aggregate exercise value of the call options;
and

(i) the normal credit required on the qualifying
basket (or participation units);

where applicable, the published tracking error margin rate for a
spread between the index and the related participation units,
multiplied by the market value of the underlying participation units.

(D) Long put option combinations with long qualifying index baskets or long
index participation units

Where a customer account contains one of the following option
related combinations:

long index put options and long an equivalent number of
qualifying baskets of index securities; or

long index put options and long an equivalent number of index
participation units (Note: Subject to tracking error minimum
margin); or

long index participation unit put options and long an equivalent
number of qualifying baskets of index securities (Note: Subject
to tracking error minimum margin); or

long index participation unit put options and long an equivalent
number of index participation units;

the minimum margin required shall be the greater of:

@
(2)

(b)

the lesser of:

the normal margin required on the qualifying basket (or participation
units); and

the excess of the combined market value of the qualifying basket (or
participation units) and the put option over the aggregate exercise
value of the put option;
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and

(I1) where applicable, the published tracking error margin rate for a
spread between the index and the related participation units,
multiplied by the market value of the underlying participation
units.

Conversion or long tripo combinations

Where a customer account contains one of the following option
related combinations:

- long a qualifying basket of index securities, long an equivalent
number of index put options and short an equivalent number of
index call options (Note: Subject to incremental margin where
qualifying basket is imperfect); or

- long index participation units, long an equivalent number of
index put options and short an equivalent number of index call
options (Note: Subject to tracking error minimum margin); or

- long a qualifying basket of index securities, long an equivalent
number of index participation unit put options and short an
equivalent number of index participation unit call options (Note:
Subject to incremental margin where qualifying basket is
imperfect and subject to tracking error minimum margin); or

- long index participation units, long an equivalent number of
index participation unit put options and short an equivalent
number of index participation unit call options;

the minimum margin required shall be the sum of:

@D where applicable, the calculated incremental margin rate for the
qualifying basket of index securities, multiplied by the market
value of the qualifying basket;

and
(I1) the greater of:
(a) the sum of:

(i) 100% of the market value of the long put
options; minus

(ii)) 100% of the market value of the short call
options; plus

(i) the difference, plus or minus, between the
market value of the qualifying basket (or
participation units) and the aggregate exercise
value of the long put options or short call
options, whichever is lower;

and
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(b) where applicable, the published tracking error margin rate for a
spread between the index and the related participation units,
multiplied by the market value of the underlying participation units.

Reconversion or short tripo combinations

Where a customer account contains one of the following option
related combinations:

- short a qualifying basket of index securities, short an equivalent
number of index put options and long an equivalent number of
index call options (Note: Subject to incremental margin where
qualifying basket is imperfect); or

- short index participation units, short an equivalent number of
index put options and long an equivalent number of index call
options (Note: Subject to tracking error minimum margin); or

- short a qualifying basket of index securities, short an equivalent
number of index participation unit put options and long an
equivalent number of index participation unit call options (Note:
Subject to incremental margin where qualifying basket is
imperfect and subject to tracking error minimum margin); or

- short index participation units, short an equivalent number of
index participation unit put options and long an equivalent
number of index participation unit call options;

the minimum margin required shall be the sum of:

D where applicable, the calculated incremental margin rate for the
qualifying basket of index securities, multiplied by the market
value of the qualifying basket;

and
(I1) the greater of:
(a) the sum of:

(i) 100% of the market value of the long call
options; minus

(ii)) 100% of the market value of the short put
options; plus

(i) the difference, plus or minus, between the
aggregate exercise value of the long call options
or short put options, whichever is higher, and the
market value of the qualifying basket (or
participation units);

and

(b) where applicable, the published tracking error margin rate for a
spread between the index and the related participation units,
multiplied by the market value of the underlying participation units.
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(i) Index basket combinations with index participation units
(A) Long qualifying index basket offset with short index participation units

Where a position in a qualifying basket of index securities is carried long
in a customer’s account and the account is also short an equivalent
number of index participation units, the margin required shall be the sum
of the published tracking error margin rate plus the calculated
incremental basket margin rate for the qualifying basket, multiplied by
the market value of the participation units.

(B) Short qualifying index basket offset with long index participation units

Where a position in a qualifying basket of index securities is carried short in a
customer’s account and the account is also long an equivalent number of
index participation units, the margin required shall be the sum of:

D the tracking error margin rate, unless the short basket is of size
sufficient to comprise a basket of securities or multiple thereof
required to obtain the participation units;

and

(1D the calculated incremental basket margin rate for the qualifying
basket;

multiplied by the market value of the participation units.
(iv) Index futures contract combinations with index baskets and index participation units

Where a customer account contains one of the following futures related
combinations:

- long (or short) a qualifying basket of index securities and short (or long)
an equivalent number of index futures contracts; or

- long (or short) index participation units and short (or long) an equivalent
number of index futures contracts;

the margin required shall be the published tracking error margin rate plus the
calculated incremental basket margin rate for the qualifying basket (not
applicable if hedging with participation units), multiplied by the market value of
the qualifying basket (or participation units).
(v) Index option combinations with index futures contracts

With respect to index options, index participation units options and index futures
contracts held in customer accounts, where, the option contracts and the futures
contracts have the same settlement date, or can be settled in either of the two

nearest contract months, the option contracts and the futures contracts may be
offset as follows:

(A) Short index call options or short index participation unit call options -
long index futures contracts

Where a customer account contains one of the following futures and
options related combinations:
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- short index call options and long index futures contracts (Note:
Subject to tracking error minimum margin); or

- short index participation unit call options and long index futures
contracts (Note: Subject to tracking error minimum margin);

the minimum margin required shall be the greater of:

@

(a) the margin otherwise required on the futures contracts; less

(b) the aggregate market value of the short call options;

and

(II) the published tracking error margin rate for a spread between the
future and the related index or participation units, multiplied by
the market value of the underlying qualifying basket or
participation units.

Short index put options or short index participation unit put options -
short index futures contracts

Where a customer account contains one of the following futures and
options related combinations:

- short index put options and short index futures contracts (Note:
Subject to tracking error minimum margin); or

- short index participation unit put options and short index futures
contracts (Note: Subject to tracking error minimum margin);

the minimum margin required shall be the greater of:

@

(a) the margin otherwise required on the futures contracts, less

(b) the aggregate market value of the short put options;

and

1) the published tracking error margin rate for a spread between the
future and the related index or participation units, multiplied by
the market value of the underlying qualifying basket or
participation units.

Long index call options or long index participation unit call options -
short index futures contracts

Where a customer account contains one of the following futures and
options related combinations:

- long index call options and short index futures contracts (Note:
Subject to tracking error minimum margin); or

- long index participation unit call options and short index futures
contracts (Note: Subject to tracking error minimum margin);
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the minimum margin required shall be:
D Out-of-the-money position

The aggregate exercise value of the long call options less the
daily settlement value of the short futures contracts, to a
maximum of the margin required on unhedged futures contracts,
plus the aggregate market value of the call options;

(1D In-the-money or at-the-money position

The amount by which the aggregate market value of the call
options exceeds the aggregate in-the-money amount of the call
options;

but in no case may the margin required be less than the published
tracking error margin rate for a spread between the future and the
related index or participation units, multiplied by the market value
of the underlying qualifying basket or participation units.

Long index put options or long index participation unit put options - long
index futures contracts

Where a customer account contains one of the following futures and
options related combinations:

- long index put options and long index futures contracts (Note:
Subject to tracking error minimum margin); or

- long index participation unit put options and long index futures
contracts (Note: Subject to tracking error minimum margin);

the minimum margin required shall be:

) Out-of-the-money position
The daily settlement value of the long futures contracts less the
aggregate exercise value of the long put options, to a maximum

of the margin required on unhedged futures contracts, plus the
aggregate market value of the put options;

(1D In-the-money or at-the-money option position

The amount by which the aggregate market value of the put
options exceeds the aggregate in-the-money amount of the put
options;

but in no case may the margin required be less than the published
tracking error margin rate for a spread between the future and the
related index or participation units, multiplied by the market value
of the underlying qualifying basket or participation units.

Conversion or long tripo combination involving index options or index
participation unit options and index futures contracts

Where a customer account contains one of the following tripo
combinations:
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- long index futures contracts and long an equivalent number of
index put options and short an equivalent number of index call
options with the same expiry date (Note: Subject to tracking
error minimum margin); or

- long index futures contracts and long an equivalent number of
index participation unit put options and short an equivalent
number of index participation unit call options with the same
expiry date (Note: Subject to tracking error minimum margin);

the minimum margin required shall be:

@ the difference, plus or minus, between the daily settlement value
of the long futures contracts and the aggregate exercise value of
the long put options or the short call options, whichever is lower,
plus

11 the aggregate net market value of the put and call options;

but in no case may the margin required be less than the published
tracking error margin rate for a spread between the future and the
related index or participation units, multiplied by the market value
of the underlying qualifying basket or participation units.

Reconversion or short tripo combination involving index options or
index participation unit options and index futures contracts

Where a customer account contains one of the following tripo
combinations:

- short index futures contracts and long an equivalent number of
index call options and short an equivalent number of index put
options with the same expiry date (Note: Subject to tracking
error minimum margin); or

- short index futures contracts and long an equivalent number of
index participation unit call options and short an equivalent
number of index participation unit put options with the same
expiry date (Note: Subject to tracking error minimum margin);

the minimum margin required shall be:

@D the difference, plus or minus, between the aggregate exercise
value of the long call options or short put options, whichever is
higher, and the daily settlement value of the short futures
contracts, plus

1) the aggregate net market value of the call and put options;

but in no case may the margin required be less than the published
tracking error margin rate for a spread between the future and the
related index or participation units, multiplied by the market value
of the underlying qualifying basket or participation units.
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(G) With respect to the offsets enumerated in clauses (A) to (F), partial
offsets are not permitted.

(i) Cross index offset combinations involving index products

Offsets are currently not available for offset positions in customer accounts involving
products based on two different indices.

H)) Margin requirements for positions in and offsets involving OCC options
The margin requirements for OCC options shall be the same as set out in Rule 100.9.
100.10. Dealer Members’ positions in options, futures and other equity-related derivatives

(a) For the purposes of this Rule 100.10:

LT3 LR N3 LRI

(i) the terms “aggregate current value”, “aggregate exercise value”, “call option”, “class
of options”, “clearing corporation”, “customer account”, “escrow receipt”, “exercise
price”, “firm account”, “floating margin rate”, “incremental basket margin rate”,
“index 7, “index option”, “in-the-money”, “market maker account”, “non-customer
account”, “OCC option”, “option”, “out-of-the-money”, “participation unit”,
“participation unit option”, “premium”, “put option”, “qualifying basket of index

2 13 29 (13

securities”, “tracking error margin rate”, “underlying interest” and “unit of trading”
mean the same as set out in Rule 100.9(a).

(i1)) the term “Dealer Member account” means all non-customer accounts including firm
accounts, market maker accounts and specialist accounts.

(b) Exchange traded options — general capital requirements

The capital requirements with respect to options and options-related positions in securities
held in Dealer Member accounts shall be as follows:

(i)  in the treatment of spreads, the long position may expire before the short position;

(il)) for any short position carried for a customer or non-customer account where the
account has not provided required margin, any shortfall will be charged against the
Dealer Member's capital;

(iii)) where a Dealer Member account holds both options and OCC options that have the
same underlying interest, the OCC options may be considered to be options for the
purposes of the calculation of the capital requirements for the account under this Rule
100.10; and

(iv) for CDCC currency options, the normal margin required for the underlying interest
shall be a percentage of the market value of the underlying interest determined in
using the Corporation’s published spot risk margin rate for the currency.

(v) from time to time the Corporation may impose special capital requirements with
respect to particular options or particular positions in options.

(©) Long option positions

(i)  For Dealer Member accounts, subject to sub-paragraph (ii), the capital requirement
for long options shall be the sum of:
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(A) where the period to expiry is greater or equal to 9 months, 50% of the
option’s time value, 100% of the option’s time value otherwise; and

(B) the lesser of:
@ the normal capital required for the underlying interest; and
) the option’s in-the-money amount, if any.

Where in the case of equity options, the underlying interest in respect of a long call is
the subject of a legal and binding cash take-over bid for which all conditions have
been met, the capital required on such call shall be the market value of the call less
the amount by which the amount offered exceeds the exercise price of the call. Where
such a take-over bid is made for less than 100% of the issued and outstanding
securities, the capital requirement shall be applied pro rata in the same proportion as
the offer and paragraph (c)(i) shall apply to the balance.

d Short option positions

The capital requirement which must be maintained in respect of an option carried short in a
Dealer Member account shall be:

(@)

minus

(i)

(A) in the case of equity or equity participation unit options, the market value
of the equivalent number of equity securities or participation units,
multiplied by the underlying interest margin rate; or

(B) in the case of index participation unit options, the market value of the
equivalent number of index participation units, multiplied by the floating
margin rate; or

(C) in the case of index options, the aggregate current value of the index,
multiplied by the floating margin rate;

(D) in case of CDCC currency options, a percentage of the market value of
the underlying currency determined by using the Corporation’s published
spot risk margin rate for the currency;

any out-of-the-money amount associated with the option.

(e) Covered option positions

(@)

(i)

No capital shall be required for a call option carried short in a Dealer Member
account, which is covered by the deposit of an escrow receipt. The underlying
interest deposited in respect of such options shall not be deemed to have any value
for capital purposes.

Evidence of a deposit of the underlying interest shall be deemed an escrow receipt for
the purposes hereof if the agreements required by the rules of the clearing corporation
have been executed and delivered to the clearing corporation and if a copy thereof is
available to the Corporation. The issuer of the escrow receipt covering the escrow
deposit must be a financial institution approved by the clearing corporation.

No capital shall be required for a put option carried short in a Dealer Member
account which is covered by the deposit of an escrow receipt which certifies that
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acceptable government securities are being held by the issuer of the escrow receipt
for the account of the Dealer Member. The acceptable government securities held on
deposit:

(A) shall be government securities:

D which are acceptable forms of margin for the clearing
corporation; and

(1D which mature within one year of their deposit; and
(B) shall not be deemed to have any value for margin purposes.

The aggregate exercise value of the short put options shall not be greater than
90% of the aggregate par value of the acceptable government securities held on
deposit. Evidence of the deposit of the acceptable government securities shall be
deemed an escrow receipt for the purposes hereof if the agreements required by
the rules of the clearing corporation have been executed and delivered to the
clearing corporation and if a copy thereof is available to the Corporation on
request. The issuer of the escrow receipt covering the escrow deposit must be a
financial institution approved by the clearing corporation.

(iif) No capital shall be required for a put option carried short in a Dealer Member
account if the Dealer Member has obtained a letter of guarantee, issued by a financial
institution which has been authorized by the clearing corporation to issue escrow
receipts, in a form satisfactory to the Corporation, and is:

(A) abank which is a Canadian chartered bank or a Quebec savings bank; or

(B) a trust company which is licensed to do business in Canada, with a
minimum paid-up capital and surplus of $5,000,000;

provided that the letter of guarantee certifies that the bank or trust company:

(C) holds on deposit for the account of the Dealer Member cash in the full
amount of the aggregate exercise value of the put and that such amount
will be paid to the clearing corporation against delivery of the underlying
interest covered by the put; or

(D) unconditionally and irrevocably guarantees to pay to the clearing
corporation the full amount of the aggregate exercise value of the put
against delivery of the underlying interest covered by the put;

and further provided that the Dealer Member has delivered the letter of guarantee
to the clearing corporation and the clearing corporation has accepted it as margin.

® Option spreads and combinations
(i) Call spreads and put spreads

Where a Dealer Member account contains one of the following spread pairings
for an equivalent number of trading units on the same underlying interest:

- long call option and short call option; or
- long put option and short put option;

the minimum capital required for the spread pairing shall be the lesser of:
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(A) the capital required on the short option pursuant to sub-paragraph
100.10(d)(i); or

(B) the spread loss amount, if any, that would result if both options were
exercised.

Short call — short put spreads

Where a call option is carried short for a Dealer Member's account and the
account is also short a put option on the same number of units of trading on the
same underlying interest, the minimum capital required shall be the greater of:

(A) the greater of:
@D the capital required on the call option position; or
(1D the capital required on the put option position;
and

(B) the excess of the aggregate exercise value of the put option over the
aggregate exercise value of the call option.

Long call — long put

Where a call option is carried long for a Dealer Member's account and the
account is also long a put option on the same number of units of trading on the
same underlying interest, the minimum capital required shall be the lesser of:

(A) the sum of:
@D the capital required for the long call option position; and
(1D the capital required for the long put option position;
or
(B) the sum of:
D 100% of the market value of the long call option; and
(I1) 100% of the market value of the long put option; minus

(IIl)  the amount by which the aggregate exercise value of the put
option exceeds the aggregate exercise value of the call option.

Long call — short call — long put

Where a call option is carried long for a Dealer Member's account and the
account is also short a call option and long a put option on the same number of
units of trading on the same underlying interest, the minimum capital required
shall be:

227



4]

(vi)

April 22, 2021
IIROC Dealer Member Rules

(A) 100% of the market value of the long call option; plus
(B) 100% of the market value of the long put option; minus
(C) 100% of the market value of the short call option; plus
(D) the greater of:

D any excess of the aggregate exercise value of the long call option
over the aggregate exercise value of the short call option; and

(1D any excess of the aggregate exercise value of the long call option
over the aggregate exercise value of the long put option.

Where the amount calculated in (D) is negative, this amount may be applied
against the capital charge.

Short call — long warrant

Where a call option is carried short for a Dealer Member's account and the
account is also long a warrant on the same number of units of trading on the same
underlying interest, the minimum capital required shall be the sum of:

(A) the lesser of:

D the capital required for the call option pursuant to sub-paragraph
100.10(d)(i); or

11 the spread loss amount, if any, that would result if both the
option and the warrant were exercised;

and

(B) the excess of the market value of the warrant over the in-the-money
value of the warrant multiplied by 25%; and

(C) the in-the-money value of the warrant, multiplied by:

D 50%, where the expiration date of the warrant is 9 months or
more away, or

(I1) 100%, where the expiration date of the warrant is fewer than 9
months away.

The market value of any premium credit carried on the short call option may be
used to reduce the capital required on the long warrants, but cannot reduce the
capital required to less than zero.

Box spread

Where a Dealer Member account contains a box spread combination on the same
underlying interest with all options expiring at the same time, such that a Dealer
Member holds a long and short call option and a long and short put option and
where the long call option and short put option, and short call option and long put
option have the same strike price, the minimum capital required shall be the sum
of:

@D the difference, plus or minus, between the aggregate exercise
value of the long call options and the aggregate exercise value of
the long put options; and
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(II) the net market value of the options.
Long butterfly spread

Where a Dealer Member account contains a long butterfly spread combination on
the same underlying interest with all options expiring at the same time, such that
a Dealer Member holds a short position in two call options (or put options) and
the short call options (or short put options) are at a middle strike price and are
flanked on either side by a long call option (or long put option) having a lower
and higher strike price respectively, and the interval between the strike prices is
equal, the minimum capital required shall be the net market value of the short
and long call options (or put options).

Short butterfly spread

Where a Dealer Member account contains a short butterfly spread combination
on the same underlying interest with all options expiring at the same time, such
that a Dealer Member holds a long position in two call options (or put options)
and the long call options (or long put options) are at a middle strike price and are
flanked on either side by a short call option (or short put option) having a lower
and higher strike price respectively, and the interval between the strike prices is
equal, the minimum capital required shall be the amount, if any, by which the
exercise value of the long call options (or long put options) exceeds the exercise
value of the short call options (or short put options). The market value of any
premium credit carried on the short options may be used to reduce the capital
required.

Long Condor Spread

Where a Dealer Member account contains a long condor spread combination on
the same underlying interest with all options expiring at the same time, such that
a Dealer Member holds four separate options series wherein the strike prices of
the options are in ascending order and the interval between the strike prices is
equal, comprising a short position in two call options (or put options) and the
short call options (or short put options) are flanked on either side by a long call
option (or long put option) having a lower and higher strike price respectively,
the minimum capital required shall be the net market value of the short and long
call options (or put options).

Short Iron Butterfly Spread

Where a Dealer Member account contains a short iron butterfly spread
combination on the same underlying interest with all options expiring at the same
time, such that a Dealer Member holds four separate options series wherein the
strike prices of the options are in ascending order, and the interval between the
strike prices is equal, comprising short positions in a call option and a put option
with the same strike price and the short options are flanked on either side by a
long put option and a long call option having a lower and higher strike price
respectively, the minimum capital required shall equal the strike price interval
multiplied by the unit of trading. The market value of any premium credit carried
on the short options may be used to reduce the minimum capital required.

Short Iron Condor Spread
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Where a Dealer Member account contains a short iron condor spread
combination on the same underlying interest with all options expiring at the same
time, such that a Dealer Member holds four separate options series wherein the
strike prices of the options are in ascending order, and the interval between the
strike prices is equal, comprising short positions in a call option and a put option
and the short options are flanked on either side by a long put option and a long
call option having a lower and higher strike price respectively, the minimum
capital required shall equal the strike price interval multiplied by the unit of
trading. The market value of any premium credit carried on the short options may
be used to reduce the minimum margin required.

Option and security combinations

(0]

(i)

(iii)

Short call — long underlying (or convertible) combination

Where, in the case of equity, currency or equity participation unit options, a call
option is carried short in a Dealer Member’s account and the account is also long
an equivalent position in the underlying interest or, in the case of equity options
in a security readily convertible or exchangeable (without restrictions other than
the payment of consideration and within a reasonable time provided such time
shall be prior to the expiration of the call option) into the underlying interest, or
in the case of equity participation unit options in securities readily exchangeable
into the underlying interest, the minimum capital required shall be the sum of:

(A) the lesser of:
@D the normal capital required on the underlying interest; and

(II) any excess of the aggregate exercise value of the call options
over the normal loan value of the underlying interest;

and

(B) where a convertible security or exchangeable security is held, the amount
of the conversion loss as defined in Rule 100.4H.

The market value of any premium credit carried on the short call may be used to
reduce the capital required on the long security, but cannot reduce the capital
required to less than zero.

Short put — short underlying combination

Where, in the case of equity, currency or equity participation unit options, a put
option is carried short in a Dealer Member's account and the account is also short
an equivalent position in the underlying interest, the minimum capital required
shall be the lesser of:

(A) the normal capital required on the underlying interest; and

(B) any excess of the normal capital required on the underlying interest over
the in-the-money value, if any, of the put options.

The market value on any premium credit carried on the short put may be used to
reduce the capital required on the short security, but cannot reduce the capital
required to less than zero.

Long call — short underlying combination
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Where, in the case of equity, currency or equity participation unit options, a call
option is carried long in a Dealer Member’s account and the account is also short
an equivalent position in the underlying interest, the minimum capital required
shall be the sum of:

(A) 100% of the market value of the long call option; plus

(B) the lesser of:
@D any out-of-the-money value associated with the call option; or
11 the normal capital required on the underlying interest.

Where the call option is in-the-money, this in-the-money value may be applied
against the capital required, but cannot reduce the capital required to less than
ZEero.

Long put — long underlying combination

Where, in the case of equity, currency or equity participation unit options, a put
option is carried long in a Dealer Member’s account and the account is also long
an equivalent position in the underlying interest, the minimum capital required
shall be the lesser of:

(A) the normal capital required on the underlying interest; and

(B) the excess of the combined market value of the underlying interest and
the put option over the aggregate exercise value of the put option.

Where the put option is in-the-money, this in-the-money value may be applied
against the capital required, but cannot reduce the capital required to less than
ZEero.

Conversion or long tripo combination

Where, in the case of equity or participation unit options, a position in an
underlying interest is carried long in a Dealer Member’s account and the account
is also long an equivalent position in put options and short an equivalent position
in call options, the minimum capital required shall be:

(A) 100% of the market value of the long put options; minus
(B) 100% of the market value of the short call options; plus

(C) the difference, plus or minus, between the market value of the qualifying
basket (or participation units) and the aggregate exercise value of the
long put options or the short call options, whichever is lower.

Reconversion or short tripo combination

Where, in the case of equity or participation unit options, a position in an
underlying interest is carried short in a Dealer Member’s account and the account
is also long an equivalent position in call options and short an equivalent position
in put options, the minimum capital required shall be:
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(A) 100% of the market value of the long call options; minus

(B) 100% of the market value of the short put options; plus

(C) the difference, plus or minus, between the aggregate exercise value of the
long call options or short put options, whichever is higher, and the
market value of the qualifying basket (or participation units).

(h) Offset combinations involving index products
@) Index option and index participation unit option spread
combinations
(A) Call spread combinations and put spread combinations

(B)

Where a Dealer Member account contains one of the following
spread combinations:

- long index participation unit call option and short index call
option; or

- long index call option and short index participation unit call
option; or

- long index participation unit put option and short index put
option; or

- long index put option and short index participation unit put
option;

and the short option expires on or before the date of expiration of
the long option, the minimum capital required for the spread
combination shall be the lesser of:

D the capital required on the short option pursuant to sub-
paragraph 100.10(d)(i); and

(II) the greater of:

(a) spread loss amount, if any, that would result if both options were

exercised; and

(b) the published tracking error margin rate for a spread between the

index and the related participation units, multiplied by the market
value of the underlying participation units.

Short call — short put spread combinations

Where a Dealer Member account contains one of the following
spread combinations:

- short index participation unit call option and short index put
option; or

- short index call option and short index participation unit put
option;

the minimum capital required shall be the greatest of:
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D the greater of:
(a) the capital required on the short call option position; or
(b) the capital required on the short put option position;
and

(II) the excess of the aggregate exercise value of the short put option
over the aggregate exercise value of the short call option;

and

(IIl)  the published tracking error margin rate for a spread between the
index and the related participation units, multiplied by the
market value of the underlying participation units.

(ii) Index option combinations with index baskets and index
participation units

(A) Short call option combinations with long qualifying index baskets or
long index participation units

Where a Dealer Member account contains one of the following
option related combinations:

- short index call options and long an equivalent number of
qualifying baskets of index securities; or

- short index call options and long an equivalent number of index
participation units (Note: Subject to tracking error minimum
margin); or

- short index participation unit call options and long an equivalent
number of qualifying baskets of index securities (Note: Subject
to tracking error minimum margin); or

- short index participation unit call options and long an equivalent
number of index participation units;

the minimum capital required shall be the greater of:
@D the lesser of:

(a)  the normal capital required on the qualifying basket (or participation
units); and
(b) any excess of the exercise value of the call options over the normal
loan value of the qualifying basket (or participation units);
and

1) where applicable, the published tracking error margin rate for a
spread between the index and the related participation units,
multiplied by the market value of the underlying participation
units.
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Short put option combinations with short qualifying index baskets or
short index participation units

Where a Dealer Member account contains one of the following
option related combinations:

- short index put options and short an equivalent number of
qualifying baskets of index securities; or

- short index put options and short an equivalent number of index
participation units (Note: Subject to tracking error minimum
margin); or

- short index participation unit put options and short an equivalent
number of qualifying baskets of index securities (Note: Subject
to tracking error minimum margin); or

- short index participation unit put options and short an equivalent
number of index participation units;

the minimum capital required shall be the greater of:
D the lesser of:

(a)  the normal capital required on the qualifying basket (or participation

units); and

(b) any excess of the normal credit required on the underlying interest

over the exercise value of the put options.

(II) where applicable, the published tracking error margin rate for a
spread between the index and the related participation units,
multiplied by the market value of the underlying participation
units.

Long call option combinations with short qualifying index baskets or
short index participation units

Where a Dealer Member account contains one of the following
option related combinations:

- long index call options and short an equivalent number of
qualifying baskets of index securities; or

- long index call options and short an equivalent number of index
participation units (Note: Subject to tracking error minimum
margin); or

- long index participation unit call options and short an equivalent
number of qualifying baskets of index securities (Note: Subject
to tracking error minimum margin); or

- long index participation unit call options and short an equivalent
number of index participation units;

the minimum capital required shall be the sum of:

D 100% of the market value of the call options, and
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(II) the greater of:

(a)  the lesser of:

(i) the aggregate exercise value of the call options
less the market value of the qualifying basket (or
participation units); and

(i) the normal capital required on the qualifying
basket (or participation units);

(b) where applicable, the published tracking error margin rate for a

spread between the index and the related participation units,
multiplied by the market value of the underlying participation units.

Long put option combinations with long qualifying index baskets or long
index participation units

Where a Dealer Member account contains one of the following
option related combinations:

- long index put options and long an equivalent number of
qualifying baskets of index securities; or

- long index put options and long an equivalent number of index
participation units (Note: Subject to tracking error minimum
margin); or

- long index participation unit put options and long an equivalent
number of qualifying baskets of index securities (Note: Subject
to tracking error minimum margin); or

- long index participation unit put options and long an equivalent
number of index participation units;

the minimum capital required shall be the greater of:

@D the lesser of:

(a)  the normal capital required on the qualifying basket (or participation

units); and

(b) the excess of the combined market value of the qualifying basket (or

participation units) and the put option over the aggregate exercise
value of the put option;

and

(II) where applicable, the published tracking error margin rate for a
spread between the index and the related participation units,
multiplied by the market value of the underlying participation
units.

Conversion or long tripo combinations

Where a Dealer Member account contains one of the following
option related combinations:
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long a qualifying basket of index securities, long an equivalent
number of index put options and short an equivalent number of
index call options (Note: Subject to incremental margin where
qualifying basket is imperfect); or

long index participation units, long an equivalent number of
index put options and short an equivalent number of index call
options (Note: Subject to tracking error minimum margin); or

long a qualifying basket of index securities, long an equivalent
number of index participation unit put options and short an
equivalent number of index participation unit call options (Note:
Subject to incremental margin where qualifying basket is
imperfect and subject to tracking error minimum margin); or

long index participation units, long an equivalent number of
index participation unit put options and short an equivalent
number of index participation unit call options;

the minimum capital required shall be the sum of:

@

and

)
(a)

(b)

where applicable, the calculated incremental margin rate for the
qualifying basket of index securities, multiplied by the market
value of the qualifying basket.
the greater of:
the sum of:
(i) 100% of the market value of the long put
options; minus
(i1) 100% of the market value of the short call
options; plus
(iii) the difference, plus or minus, between the
market value of the qualifying basket (or
participation units) and the aggregate exercise
value of the long put options or short call
options, whichever is lower;
and
where applicable, the published tracking error margin rate for a

spread between the index and the related participation units,
multiplied by the market value of the underlying participation units.

Reconversion or short tripo combinations

Where a Dealer Member account contains one of the following
option related combinations:

short a qualifying basket of index securities, short an equivalent
number of index put options and long an equivalent number of
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index call options (Note: Subject to incremental margin where
qualifying basket is imperfect); or

- short index participation units, short an equivalent number of
index put options and long an equivalent number of index call
options (Note: Subject to tracking error minimum margin); or

- short a qualifying basket of index securities, short an equivalent
number of index participation unit put options and long an
equivalent number of index participation unit call options (Note:
Subject to incremental margin where qualifying basket is
imperfect and subject to tracking error minimum margin); or

- short index participation units, short an equivalent number of
index participation unit put options and long an equivalent
number of index participation unit call options;

the minimum capital required shall be the sum of:

D where applicable, the calculated incremental margin rate for the
qualifying basket of index securities, multiplied by the market
value of the qualifying basket;

and
(1D the greater of:
(a) the sum of:
(i) 100% of the market value of the long call
options; minus
(ii)) 100% of the market value of the short put
options; plus

(iii)) the difference, plus or minus, between the
aggregate exercise value of the long call options
or short put options, whichever is higher and the
market value of the qualifying basket (or
participation units).

and
(b) where applicable, the published tracking error margin rate for a

spread between the index and the related participation units,
multiplied by the market value of the underlying participation units.

(G) Offsets involving options relating to a commitment to purchase index
participation units
D Short index participation unit call options - long qualifying index
basket - commitment to purchase index participation units
Where a Dealer Member holds a long position in a qualifying
basket of index securities offset by an equivalent number of short

index participation unit call options, and has a commitment to
purchase a new issue of index participation units pursuant to an
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underwriting agreement and the underwriting period expires
after the expiry date of the short call options, provided the size of
the long qualifying basket does not exceed the size of the Dealer
Member’s underwriting commitment to purchase index
participation units, the capital required shall be the normal
capital required on the long qualifying basket less the market
value of the short call options, but in no event shall the capital
required be less than zero.

(II) Long index participation unit put options - long qualifying index
basket - commitment to purchase index participation units

Where a Dealer Member holds a long position in a qualifying
basket of index securities offset by an equivalent number of long
index participation unit put options, and has a commitment to
purchase a new issue of index participation units pursuant to an
underwriting agreement and the underwriting period expires
after the expiry date of the long put options, provided the size of
the long qualifying basket does not exceed the size of the Dealer
Member’s underwriting commitment to purchase index
participation units, the capital required shall be:

(a) 100% of the market value of the long put options; plus
(b) the lesser of:

(i) the normal capital required on the long
qualifying basket, or

(il)) the market value of the qualifying basket less the
aggregate exercise value of the put options.

A negative value calculated under (b)(ii) may reduce the capital
required on the put options, but in no event shall the capital
required be less than zero.

(iii) Index basket combinations with index participation units

(A) Long qualifying index basket offset with short index participation units

(B)

Where a position in a qualifying basket of index securities is carried
long in a Dealer Member’s account and the account is also short an
equivalent number of index participation units, the capital required
shall be the sum of the published tracking error margin rate plus the
calculated incremental basket margin rate for the qualifying basket,
multiplied by the market value of the participation units.

Short qualifying index basket offset with long index participation units

Where a position in a qualifying basket of index securities is carried
short in a Dealer Member’s account and the account is also long an
equivalent number of index participation units, the capital required
shall be the sum of:

238



(iv)

W)

April 22, 2021
IIROC Dealer Member Rules

D the tracking error margin rate, unless the short basket is of size
sufficient to comprise a basket of securities or multiple thereof
required to obtain the participation units;

and

(II) the calculated incremental basket margin rate for the qualifying
basket;

multiplied by the market value of the participation units.

(C) Offsets involving index participation units relating to a commitment to
purchase index participation units

Short index participation units — long qualifying index basket —
commitment to purchase index participation units

Where a Dealer Member has a commitment pursuant to an
underwriting agreement to purchase a new issue of index
participation units, and holds an equivalent long position in a
qualifying basket of index securities and also holds an equivalent
number of short index participation units, no capital is required,
provided the long basket:

(a) is of size sufficient to comprise a basket of securities or multiple
thereof required to obtain the participation units; and

(b) does not exceed the Dealer Member’s underwriting commitment
to purchase the participation units.

Index futures contract combinations with index baskets and index
participation units

Where a Dealer Member account contains one of the following futures related
combinations:

- long (or short) a qualifying basket of index securities and short (or long)
an equivalent number of index futures contracts; or

- long (or short) index participation units and short (or long) an equivalent
number of index futures contracts;

the capital required shall be the published tracking error margin rate plus the
calculated incremental basket margin rate for the qualifying basket (not
applicable if hedging with participation units), multiplied by the market value of
the qualifying basket (or participation units).

Index option combinations with index futures contracts

With respect to index options, index participation units options and index futures
contracts held in Dealer Member accounts, where, the option contracts and the
futures contracts have the same settlement date, or can be settled in either of the

two nearest contract months, the option contracts and the futures contracts may
be offset as follows:
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(A) Short index call options or short index participation unit call options -
long index futures contracts

Where a Dealer Member account contains one of the following
futures and options related combinations:

- short index call options and long index futures contracts (Note:
Subject to tracking error minimum margin); or

- short index participation unit call options and long index futures
contracts (Note: Subject to tracking error minimum margin);

the minimum capital required shall be the greater of:

@
(a) the capital otherwise required on the futures contracts; less
(b) the aggregate market value of the short call options;

and

(1D the published tracking error margin rate for a spread between the
future and the related index or participation units, multiplied by
the market value of the underlying qualifying basket or
participation units.

(B) Short index put options or short index participation unit put options -
short index futures contracts

Where a Dealer Member account contains one of the following
futures and options related combinations:

- short index put options and short index futures contracts (Note:
Subject to tracking error minimum margin); or

- short index participation unit put options and short index futures
contracts (Note: Subject to tracking error minimum margin);

the minimum capital required shall be the greater of:

@
(a) the capital otherwise required on the futures contracts, less
(b) the aggregate market value of the short put options;

and

(II) the published tracking error margin rate for a spread between the
future and the related index or participation units, multiplied by
the market value of the underlying qualifying basket or
participation units.

(C) Long index call options or long index participation unit call options -
short index futures contracts

Where a Dealer Member account contains one of the following
futures and options related combinations:
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- long index call options and short index futures contracts (Note:
Subject to tracking error minimum margin); or

- long index participation unit call options and short index futures
contracts (Note: Subject to tracking error minimum margin);

the minimum capital required shall be:
@D Out-of-the-money position

The aggregate exercise value of the long call options less the
daily settlement value of the short futures contracts, to a
maximum of the capital required on un-hedged futures contracts,
plus the aggregate market value of the call options;

(II) In-the-money or at-the-money position

The amount by which the aggregate market value of the call
options exceeds the aggregate in-the-money amount of the call
options;

but in no case may the capital required be less than the published
tracking error margin rate for a spread between the future and the
related index or participation units, multiplied by the market value
of the underlying qualifying basket or participation units.

Long index put options or long index participation unit put options - long
index futures contracts

Where a Dealer Member account contains one of the following
futures and options related combinations:

- long index put options and long index futures contracts (Note:
Subject to tracking error minimum margin); or

- long index participation unit put options and long index futures
contracts (Note: Subject to tracking error minimum margin);

the minimum capital required shall be:
@D Out-of-the-money position

The daily settlement value of the long futures contracts less the
aggregate exercise value of the long put options, to a maximum
of the capital required on un-hedged futures contracts, plus the
aggregate market value of the put options;

(II) In-the-money or at-the-money option position

The amount by which the aggregate market value of the put
options exceeds the aggregate in-the-money amount of the put
options;
but in no case may the capital required be less than the published
tracking error margin rate for a spread between the future and the
related index or participation units, multiplied by the market value
of the underlying qualifying basket or participation units.
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Conversion or long tripo combination involving index options or index
participation unit options and index futures contracts

Where a Dealer Member account contains one of the following tripo
combinations:

- long index futures contracts and long an equivalent number of
index put options and short an equivalent number of index call
options with the same expiry date (Note: Subject to tracking
error minimum margin); or

- long index futures contracts and long an equivalent number of
index participation unit put options and short an equivalent
number of index participation unit call options with the same
expiry date (Note: Subject to tracking error minimum margin);

the minimum capital required shall be:

D the difference, plus or minus, between the daily settlement value
of the long futures contracts and the aggregate exercise value of
the long put options or the short call options, whichever is lower,
plus

(1D the aggregate net market value of the put and call options;

but in no case may the capital required be less than the published
tracking error margin rate for a spread between the future and the
related index or participation units, multiplied by the market value
of the underlying qualifying basket or participation units.

Reconversion or short tripo combination involving index options or
index participation unit options and index futures contracts

Where a Dealer Member account contains one of the following tripo
combinations:

- short index futures contracts and long an equivalent number of
index call options and short an equivalent number of index put
options with the same expiry date (Note: Subject to tracking
error minimum margin); or

- short index futures contracts and long an equivalent number of
index participation unit call options and short an equivalent
number of index participation unit put options with the same
expiry date (Note: Subject to tracking error minimum margin);

the minimum capital required shall be:

) the difference, plus or minus, between the aggregate exercise
value of the long call options or short put options, whichever is
higher, and the daily settlement value of the short futures
contracts, plus

11 the aggregate net market value of the call and put options;
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but in no case may the capital required be less than the published
tracking error margin rate for a spread between the future and the
related index or participation units, multiplied by the market value
of the underlying qualifying basket or participation units.

(G) With respect to the offsets enumerated in clauses (A) to (F), partial
offsets are not permitted.

@) Cross index offset combinations involving index products
Offsets involving products based on two different indices may be permitted provided:
(i)  both indices qualify as an index as defined in Rule 100.9(a)(xii);
(il) there is significant performance correlation between the indices; and

(iii) the Corporation has made available a published tracking error margin rate for cross
index offsets involving the two indices.

Where offsets involving products based on two different indices are permitted the capital
requirements set out in Rule 100.10(h) may be used provided that any capital requirement
calculated shall be no less than the published tracking error margin rate for cross index offsets
involving the two indices.

Gg) Capital requirements for positions in and offsets involving OCC options

For Dealer Member inventory and other firm accounts, the capital charge for positions in and
offsets involving OCC options shall be the same as set out in the remainder of Rule 100.10.

(k) Optional use of SPAN

With respect to a Dealer Member firm account constituted exclusively of positions in
derivatives listed at the Bourse de Montréal, the capital required may be the one calculated by
the Standard Portfolio Analysis (“SPAN”) methodology using the margin interval calculated
and the assumptions used by the Canadian Derivatives Clearing Corporation.

If the Dealer Member firm selects the SPAN methodology, the capital requirements
calculated under this methodology will supersede the requirements stipulated in Rule 100.

The Corporation may restrict the application of this Rule 100.10(k), if it considers continued
use of the SPAN methodology to be inappropriate for Dealer Member capital requirements.

Over-the-Counter Options
100.11.
"Over-the-counter Option" means an option, other than an option described in Rule 1900.1;'
"Underlying Interest" means
(i)  Inthe case of an equity, participation unit or bond option, the security, or
(ii)) In the case of an index option, the index that is the subject of the option.

(a) Client Accounts

Note: Writing over-the-counter options constitutes distribution of securities for which a prospectus may be
required or for which specific or blanket exemptive relief may be necessary under the applicable securities
legislation. The writer of over-the-counter options may, in effect, be an issuer distributing securities and so
should accordingly ensure that such distribution is in compliance with applicable securities legislation
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All purchases of over-the-counter options for client accounts shall be for cash. For the
purposes of this Rule 100.11, a client account is an account in which the Dealer Member, a
related company of the Dealer Member or any partner, director, officer or employee of the
Dealer Member does not have an interest, direct or indirect, other than an interest in the
commission charged.

Firm Accounts

(i)  The charge to capital for a long call and for a long put where the over-the-counter
option's premium is less than $1.00 shall be the market value of the option.

(i1)) The charge to capital for a long call where the over-the-counter option's premium is
$1.00 or more, and which is not used to offset capital required on any other position,
shall be the market value of the call, less 50% of the excess of the market value of the
underlying interest over the exercise price of the call.

(iii)) The charge to capital for a long put where the over-the-counter option's premium is
$1.00 or more, and which is not used to offset capital required on any other position,
shall be the market value of the put, less 50% of the excess of the exercise price of
the put over the market value of the underlying interest.

Short Positions

Subject to sub-sections (g) and (h), the minimum margin for short positions in over-the-
counter options shall be as follows:

(i) In the case of a short over-the-counter option position, other than a futures contract
option position, the minimum margin shall be

(A) 100% of the current premium of the short over-the-counter option,

(B) Plus the product of multiplying the margin rate of the underlying interest
by the market value of the underlying interest;

(C) Less any out-of-the-money amount.

(i1) Notwithstanding paragraph (i), in the case of a short over-the-counter option position
in a client account the minimum margin shall not be less than

(A) 100% of the current premium of the option,

(B) Plus 25% of the product of multiplying the margin rate of the underlying
interest by the market value of the underlying interest.

Over-the-counter option positions in inventory or in a client account shall be marked to
the market daily by calculating the value on a basis consistent with the valuation
benchmark or mathematical model used in determining the premium at the time the
contract was initially entered.

Where the Dealer Member is a party to an over-the-counter option, the counter-party to
the option shall be considered a client of the Dealer Member.

All opening short transactions in over-the-counter options must be carried in a margin
account.

244



(h)

(@

G

k)

(i)

(iii)

April 22, 2021
IIROC Dealer Member Rules

The following constitute adequate margin for over-the-counter options:

(A) A specific deposit of the underlying interest in negotiable form in the
client's margin account with the Dealer Member, or

(B) The deposit with the Dealer Member in an escrow receipt, as defined in
subsection (ii), in respect of the underlying interest.

Evidence of a deposit of an over-the-counter option's underlying interest shall be
deemed an escrow receipt for the purposes hereof if the underlying interest is held
pursuant to an escrow agreement by a custodian that is a depository, both of which
are acceptable to the Corporation.

The requirements of this subsection apply, regardless of any otherwise available
margin reduction or margin offset, in the following circumstance:

(A) Where an over-the-counter option is written by a client that is not an
Acceptable Institution, Acceptable Counter-party or Regulated Entity (as
defined in Form 1),

(B) Where the terms of the over-the-counter option require settlement by
physical delivery of the underlying interest, and

(C) Where a margin rate less than 100% for the underlying interest has not
been established under the Rules.

Financial Institutions

(i) No margin is required for over-the-counter options entered into by a client that is an
Acceptable Institution (as defined in Form 1).

(i1))  Where the client is an Acceptable Counter-party or Regulated Entity (as defined in
Form 1), the required margin shall be the market value deficiency calculated in
respect of the option position on an item-by-item basis.

Margin Offsets

(i)  Except as otherwise provided in this subsection, clients, as defined in subsection (¢),
and Dealer Members are permitted margin offsets for the purpose of hedging over-
the-counter options in the same manner as set out in Rules 100.9 and 100.10,
provided that the underlying interest is the same.

(ii)) In the case of spreads involving European exercise over-the-counter options,

(A) A margin offset is permitted where the spread consists of a long and
short European exercise option and the contracts have the same
expiration date; and

(B) A margin offset is permitted where the spread consists of a short
European exercise option and long American exercise option; however

(C) A margin offset is not permitted where the spread consists of a long
European exercise option and a short American exercise option.

Consistent with listed options, Dealer Members are permitted to apply the premium credit
generated on over-the-counter options against the margin required pursuant to this Rule.

Margin Agreements
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Dealer Members writing and issuing or guaranteeing over-the-counter options on behalf of a
customer shall have and maintain with each customer a margin agreement in writing defining
the rights and obligations between them in regard to over-the-counter options or have and
maintain supplementary over-the-counter option agreements with customers selling such
options.

() Confirmation, Delivery and Exercise

(i)  Every over-the-counter option shall be confirmed in writing as between the parties,
such confirmation to be mailed or delivered on the day of the transaction.

(il)) Payment for an over-the-counter option, settlement, exercise and delivery shall be
made in accordance with the terms of the over-the-counter contract.

Inventory

100.12. Notwithstanding Rule 100.2, margin on securities owned or sold short by a Dealer Member shall be
provided at the following rates:

(a) Securities eligible for reduced margin
25% of the market value if such securities are:

(i)  On the list of securities eligible for reduced margin as approved by a recognized self-
regulatory organization ("securities eligible for reduced margin") and such securities
continue to sell at $2.00 or more;

(i) Securities against which options issued by The Options Clearing Corporation are
traded;

(ii1)) Convertible into securities that qualify under item (i);

(iv) Non-convertible preferred and senior shares of an issuer any of whose securities
qualify under item (i); or

(v) securities whose original issuance generated Tier 1 capital for a financial institution
any of whose securities qualify under item (i) and the financial institution is under the
regulatory oversight of the Office of the Superintendent of Financial Institutions of
Canada.

For the purpose of this Rule 100.12(a), the Board of Directors hereby designates, as
recognized self-regulatory organizations, the Canadian Venture Exchange, the Montreal
Exchange and the Investment Industry Regulatory Organization of Canada.

(b) Government-guaranteed securities

25% of the market value of shares in respect of which the payment of all dividends and the
redemption amount or other return of capital to the holder is unconditionally guaranteed by
the Government of Canada or of a province of Canada.

(©) Floating rate preferred shares

(i) 50% of the margin rate that applies to the related junior security of the issuer
multiplied by the market value of the floating rate preferred shares;

(i1))  If the floating rate preferred shares are selling over par and are convertible into other
securities of the issuer, the margin required shall be the lesser of:
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(A) the sum of:

@D the effective rate determined in Rule 100.12(c)(i) multiplied by
par value; and

1) the excess of market value over par value;
and

(B) the maximum margin requirement for a convertible security calculated
pursuant to Rule 100.21.

(iii))  50%, if the issuer of the shares is in default of the payment of any dividend on the
shares, in which case the foregoing clauses shall not apply.

For the purposes of this Rule 100.12(c), the term "floating rate preferred share" means a
special or preferred share described in paragraphs (i), (ii) and (iii) of Rule 100.2(f), by the
terms of which the rate of dividend fluctuates at least quarterly in tandem with a prescribed
short term interest rate.

Floating rate debt obligations

50% of the percentage rates of margin otherwise required, except, if margin is otherwise
required in respect of excess market value over par, 100% of the rates of margin otherwise
required shall apply to the excess market value.

For the purposes of this Rule 100.12(d), the term "floating rate debt obligation" means a
debt instrument described in Rule 100.2(a)(i), (ii), (iii), or (vi) or in Rule 100.2(b) by the
terms of which the rate of interest is adjusted at least quarterly by reference to interest rate for
periods of 90 days or less.

Bank warrants for government securities

100% of the margin required in respect of the securities to which the holder of the warrant is
entitled upon exercise of the warrant provided that, in the case of a long position, margin
need not exceed the market value of the warrant.

For the purposes of this Rule 100.12(e), bank warrants for government securities means
warrants issued by a Canadian chartered bank which are listed on any recognized stock
exchange or other listing organization referred to in Rule 100.2(f)(i) and which entitle the
holder to purchase securities issued by the Government of Canada or any province thereof.

Securities Held in Registered Trader’s Account
25% of the market value if such securities:

(i)  Are not securities eligible for reduced margin for which the registered trader has
responsibility or has “on-post” trading privileges;

(i) Have traded for a value of not less than $2.00 per share for the previous calendar
quarter.

The reduced margin rate is applicable only to a maximum total in all registered trader
accounts of a Dealer Member of:

(i)  $100,000 of market value per security if 90,000 shares or more of the security were
traded in the previous calendar quarter on a stock exchange recognized by the
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Corporation for margin purposes and the National Association of Securities Dealers
Automated Quotations System; and

(i)  $50,000 of market value per security if less than 90,000 shares of the security were
traded in the previous calendar quarter on a stock exchange recognized by the
Corporation for margin purposes and the National Association of Securities Dealers
Automated Quotations System.

Margin for the excess position of market value on amounts over $100,000 and $50,000,
respectively, shall be provided at the rate of 50% of market value for such securities. The
total reduction in margin which is permitted by this Rule 100.12(f) shall not exceed 50% of
the Dealer Member’s net allowable assets.

(2) Debt and equity security offsets with futures and forwards

A Dealer Member’s long or short position (including forward commitments) in bonds,
debentures or treasury bills issued or guaranteed by the Government of Canada or in
securities (other than bonds and debentures) posted for trading on the Toronto Stock
Exchange which is covered by a position on a commodity futures exchange shall be exempt
from the capital charges otherwise provided herein. Capital charges based on the applicable
rates shall be on the net long or short position (including forward commitments).

Securities Subject to Redemption Call or Offer

100.13.

Notwithstanding Rule 100.2, no margin is required in respect of:

(1) Securities which have been called for cash redemption pursuant to the terms and
conditions attaching thereto, or

(i1) Securities for which a legal and binding cash offer to purchase has been made and in
respect of which any conditions have been met,

provided that such securities are not carried for an amount in excess of the price offered, and all
legal requirements have been met and all regulatory, competition bureau and court approvals to
proceed with the redemption call or offer have been received and verified.

In the event that a cash offer is made for a fraction of the issued and outstanding class of
securities, the reduced margin requirements above shall only apply to the same fraction of the
position held in a particular account for that class of securities.

Guarantees

100.14.

100.15.

No Dealer Member shall provide, directly or indirectly, any guarantee, indemnity or similar form of
financial assistance to any person unless the amount of the guarantee, indemnity or other assistance
is limited to a fixed or determinable amount (except a guarantee provided in accordance with Rule
16.2(iv)) and margin is provided for by the Dealer Member pursuant to this Rule 100.14 or the
amount is otherwise provided for in computing the risk adjusted capital of the Dealer Member.
The margin required in respect of any such guarantee, indemnity or financial assistance shall be the
amount thereof, less the loan value (calculated in accordance with the Rules) of any collateral
available to the Dealer Member in respect of the guarantee, indemnity or assistance and, in the case
of guarantees provided in accordance with Rule 16.2(iv), no margin shall be required.

The margin required in respect of the account of a customer of a Dealer Member which is
guaranteed in accordance with this Rule 100.15 may be reduced to the extent that there is excess
margin in the accounts of the guarantor held by the Dealer Member calculated on an aggregated or
consolidated basis and provided the Dealer Member has received the written consent of the
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customer to provide the guarantor with the customer’s account statement, at least quarterly. Where
the customer objects to provide such written consent, the Dealer Member shall notify the guarantor
in writing of the customer’s objection.

In calculating margin reductions for guaranteed accounts, the following rules shall apply:

(a) Guarantees in respect of customers' accounts by shareholders, registered representatives
or employees of the Dealer Member shall not be accepted, unless paragraph (b) is
applicable and has been complied with, or in the case of guarantees by shareholders, there
is public ownership of the securities held by the shareholder and the shareholder is not an
employee, registered representative, partner, director or officer of the Dealer Member or
the holder of a significant equity interest in respect of the Dealer Member or its holding
company within the meaning of Rule 5.4;

(b) Guarantees in respect of customers' accounts by partners, directors or officers of the
Dealer Member shall only be accepted on the following basis:

(i)  The self-regulatory organization having prime audit jurisdiction in Canada over the
Dealer Member shall expressly approve the guarantee in writing by providing
separate written approval and the release of the guarantee shall only be effective upon
receipt of the express approval of the self-regulatory organization given in the same
manner;

(ii)) The guarantor shall not be permitted to transfer cash, securities, contracts or any
other property from the accounts of the guarantor in respect of which the margin
reduction is based without the prior written approval of the self-regulatory
organization referred to in clause (b)(i);

(iii)) The provisions of Form 1, Schedule 4, shall apply to the customer's account
regardless of the guarantee and, if the account has been restricted and subsequently
fully margined, no trading shall occur in the account until the guarantee is released in
accordance with clause (b)(i) above;

(© Guarantees in respect of accounts of partners, directors, officers, shareholders, registered
representatives or employees by customers of the Dealer Member shall not be accepted;

(d) Paragraphs (a), (b) and (c) do not apply to guarantees by any of the persons referred to
therein in respect of accounts of members of the immediate families of such persons nor
to guarantees in respect of the accounts of any of the persons referred to therein by
members of their immediate families;

(e) In determining the margin deficiency of the account of any client, a guarantee in respect
of the account may be accepted for margin purposes unless and until in connection with
the annual audit, the confirmation requirements shall not have been satisfied in
accordance with Rule 300.2(a)(vi). If the audit confirmation requirements for an account
have not been satisfied, the margin reduction shall not be allowed until a confirmation is
received or a new guarantee agreement is signed by the customer;

® A general guarantee in respect of the accounts of a customer, and a guarantee or
guarantees from one or more customers in respect of more than one account, will not be
accepted unless supported by proper documentation sufficient to establish the identity
and liability of each guarantor and the accounts and customers in respect of which each
guarantee is given;
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A guarantee in respect of an account of a customer shall only be accepted for margin if it
directly guarantees the customer's obligations under such account, and a guarantee in
respect of an account of a customer who in turn, directly or indirectly, provides a
guarantee in respect of another account shall not be accepted for margin purposes in the
latter account;

No guarantee shall be accepted unless it is by enforceable written agreement, binding
upon the guarantor, its successors and assigns and personal legal representatives and
containing the following minimum terms:

(@)

(i)

(iii)

@iv)

™)

(vi)

The prompt payment on demand of all present and future liabilities of the customer to
the Dealer Member in respect of the identified accounts shall be unconditionally
guaranteed on an absolute and continuing basis with the guarantor being jointly and
severally liable for the obligations of the customer;

The guarantee may only be terminated upon written notice to the Dealer Member,
provided that such termination shall not affect the guarantee of any obligations
incurred prior thereto;

The Dealer Member shall not be bound to demand from or to proceed or exhaust its
remedies against the customer or any other person, or any security held to secure
payment of the obligations, before making demand or proceeding under the
guarantee,

The liability of the guarantor shall not be released, discharged, reduced, limited or
otherwise affected by (A) any right of set-off, counterclaim, appropriation,
application or other demand or right the customer or guarantor may have, (B) any
irregularity, defect or informality in any obligation, document or transaction relating
to the customer or its accounts, (C) any acts done, omitted, suffered or permitted by
the Dealer Member in connection with the customer, its accounts, the guaranteed
obligations or any other guarantees or security held in respect thereof including any
renewals, extensions, waivers, releases, amendments, compromises or indulgences
agreed to by the Dealer Member and including the provision of information by the
Dealer Member to the guarantor as permitted in clause (i) of this Rule 100.15, or (D)
the death, incapacity, bankruptcy or other fundamental change of or affecting the
customer; provided that in the event the guarantor shall be released for any reason
from the guarantee it shall remain liable as principal debtor in respect of the
guaranteed obligations;

The guarantor waives in favour of the Dealer Member any notices as to the terms and
conditions applicable to the customer's accounts or agreements or dealings between
the Dealer Member and the customer, or relating in any way to the status or condition
or transactions or changes in the customers' accounts, agrees that the accounts as
settled or stated between the Dealer Member and the customer shall be conclusive as
to the amounts owing, and waives any rights of subrogation until all guaranteed
obligations are paid in full;

All securities, monies, commodity futures contracts and options, foreign exchange
contracts and other property held or carried by the Dealer Member for the guarantor
shall be pledged or a security interest granted therein to secure the payment of the
guaranteed obligations, with the full ability of the Dealer Member to deal with such
assets at any time, before or after demand under the guarantee, to satisfy such
payment;
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The guarantor shall receive from the Dealer Member, at least quarterly, the customer’s
account statement or statements, in respect of the accounts to which the guarantee relates,
provided the guarantor does not object in writing to receiving such information. The
Dealer Member shall disclose to the guarantor in writing that the suitability of
transactions in the customer’s account will not be reviewed in relation to the guarantor.

100.15A.Notwithstanding Rule 100.15, prior to reducing margin as permitted under such Rule, a Dealer
Member may hedge:

(a)

(b)

(©)

Any long securities positions, other than options, commodity futures contracts or foreign
exchange contracts, in the account of a guarantor that guarantees an account of a
customer of a Dealer Member in accordance with Rule 100.15 against any short securities
positions, other than options, commodity futures contracts and foreign exchange contract
positions, in that customer account;

Any long convertible security, including warrants, rights, shares, instalment receipts or
other securities pursuant to the terms of which the holder is entitled to currently acquire
underlying securities, held in the account of a guarantor that guarantees a customer
account against any short positions in the underlying securities held in that customer
account; provided that the convertible securities held in the guarantor’s account are
readily convertible into the related underlying securities held in that customer’s account
and the number of underlying securities available on conversion shall be equal to or
greater than the number of securities sold short;

No hedge shall be accepted for the purposes of this Rule 100.15A unless the Dealer
Member obtains from the guarantor a written hedge agreement in a form acceptable to the
Corporation that:

(i)  Authorizes the Dealer Member to use any and all securities, other than options,

commodity futures contracts or foreign exchange contracts, held in long positions in
the guarantor’s account to hedge any and all short positions in the guaranteed
customer account for the purposes of eliminating the margin required on such
securities in the customer account;

(i1))  Upon the sale of any securities positions that hedges a short position and that creates

a margin deficiency in the guaranteed account, the guarantor agrees that the Dealer
Member may restrict the guarantor’s ability to withdraw any cash or securities from
the guarantor’s account or otherwise restrict the guarantor’s ability to enter into
transactions in that account until such deficiency is rectified; and

(iii)) The guarantor agrees that the terms of the hedge agreement shall remain in effect as

long as any hedge positions between the two accounts remain in effect.

100.16. In determining the margin deficiency of the account of any client for the purposes of the Rules, a
guarantee in respect of the account shall not be accepted for margin purposes unless and until, in
connection with the annual audit of the Dealer Member conducted in accordance with Rule 300, a
satisfactory response to a positive confirmation request, if any, shall have been received or any
alternative verification procedures have confirmed the guarantee to the satisfaction of the Dealer

100.17.

(a)

Member or its auditor.

For the purposes of this Rule 100.17 "repo" means an agreement to sell and repurchase
securities, "reverse repo" means an agreement to purchase and resell securities and
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"securities loan" means a cash and securities loan agreement where cash is to be paid by
or delivered to the Dealer Member as part of the transaction.

Notwithstanding the requirements of Form 1 to make any provision out of a Dealer
Member's capital in respect of a repo, reverse repo or securities loan, where (i) the date of
repurchase, resale or termination of the loan, as the case may be, is determined at the time
of entering into the transaction, and (ii) the amount of any compensation, price
differential, fee, commission of other financing charge to be paid in connection with the
repurchase, resale or loan is calculated according to a fixed rate (whether expressed as a
price, a decimal or percentage per annum or any other manner that does not vary until
termination), the margin in respect of the obligation of the Dealer Member thereunder
shall be determined in accordance with Rule 100.2(a)(i), provided that this paragraph (b)
shall not apply in the case of an overnight repo, reverse repo or securities loan which for
the purposes of this Rule shall be an obligation to repurchase, resell or terminate the loan
within five business days of the date the obligation is assumed. All calculations must be
performed daily and shall make full provision for any principal and return of capital then
payable, all accrued interest, dividends or other distributions on securities used as
collateral.

Where a Dealer Member (i) has entered into a repo, reverse repo or securities loan
described in paragraph (b) and in respect of which the time to the date of repurchase,
resale or termination of the loan, as the case may be, is over one year, and (ii) has an
offsetting reverse repo, repo or securities loan denominated in the same currency and
within the same margin category based on maturity, the two positions may be offset and
the required margin computed with respect to the net position only.

Where a Dealer Member (i) has entered into a repo, reverse repo or securities loan
described in paragraph (b) in respect of which the time to the date of repurchase, resale or
termination of the loan is within one year, and (ii) has an offsetting reverse repo, repo or
securities loan, as the case may be, denominated in the same currency and maturing
within one year, the margin required shall be the difference between the margin on the
two positions.

100.18. Instalment Receipts

(a)

(b)

For the purposes of this Rule 100.18

(i)  "Instalment Receipts" means a security issued by or on behalf of an issuer or selling

security holder that evidences partial payment for an underlying security and that
requires one or more subsequent payments by instalment in order to entitle the holder
of the instalment receipt to delivery of the underlying security;

(i1) "Underlying Security" means the security of an issuer purchased pursuant to an

instalment receipt; and

(iii)) "Future Payments" means the unpaid payment or payments of the purchase price of

an underlying security pursuant to an instalment receipt.

No Dealer Member shall purchase or hold an instalment receipt which requires the Dealer
Member, or any nominee or holder for the Dealer Member including The Canadian
Depository for Securities Limited or other depository (collectively a "nominee"), to make
any payment pursuant to an instalment receipt (other than a payment made for the Dealer
Member's own account as beneficial owner of the instalment receipt) unless the
agreement pursuant to which the instalment receipts are created and issued permits the
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Dealer Member or its nominee to be released from the requirement to make any such
payment either by (A) transfer of such instalment receipt to a person other than the
Dealer Member if there is a failure to pay in full any instalment when due, and such
transfer can take place at any time prior to the close of business (Toronto time) on the
second business day after default in payment of any instalment and prior to the time the
issuer's or selling security holder's rights with respect to non-payment of such instalment
can be enforced; or (B) such other mechanism as may from time to time be approved by
the Executive Committee of the Corporation.

If there has been a failure to pay any instalment in full when due under an instalment
receipt and such instalment receipt is registered in the name of the Dealer Member or its
nominee, for the account of the client, such Dealer Member shall forthwith, and in any
event, within the time permitted by the relevant agreement pursuant to which the
instalment receipts were created and issued take such steps as are necessary for the
Dealer Member to be released from the requirement to make any payment thereunder
including, if relevant, causing such instalment receipt to be transferred to a person other
than the Dealer Member.

Subject to sub-sections (e) and (f) below, the margin required for an instalment receipt
held in inventory or a client account shall be the margin applicable to the underlying
security.

The margin required for instalment receipts in a client account shall not exceed the
market value of the instalment receipt.

Where the future payments exceed the market value of the underlying security the margin
required for an instalment receipt held in inventory shall be the margin applicable for the
underlying security plus (except in the case of a short position) the amount by which the
future payments exceed the market value of the underlying security.

100.19. When Issued Trading of New and Additional Issues

()

Margin for Sales
@) Short positions

Margin for short positions resulting from short sales of a security traded on a
when issued basis shall be calculated on the market value of the securities sold as
required by the relevant provisions of Rule 100.2(f)(i) relating to short positions.
Margin shall be posted on the second settlement day after the trade of the short
sale.

(ii) Hedged Positions resulting from the Sale on a When Issued Basis of
a Security Previously Purchased on a When Issued Basis

When a person who has purchased a security to be issued pursuant to prospectus
subsequently sells such security on a when issued basis, margin shall be
calculated on the market value of the security purchased as required by the
relevant provisions for long positions in Rule 100.2(f)(i) and shall be posted on
the second settlement day after the sale.

(iii) Sales on a When Issued Basis for Settlement in the Regular Market

If a person who is deemed to own a security posted for trading on a when issued
basis subsequently sells such security in the regular market and the trade occurs

253



April 22, 2021
IIROC Dealer Member Rules

prior to the issuance or distribution of such security, margin shall be calculated
on the market value of the securities sold as required by the relevant provisions in
Rule 100.2(f)(i) relating to margin for short positions. Margin shall be posted on
the second settlement day after the trade date.

(b) Purchases of When Issued Securities

Margin for purchases of securities on a when issued basis that have not been sold
subsequently on a when issued basis shall be calculated as required by the relevant provisions
in Rule 100.2(f)(i) relating to long positions. Margin shall be posted on the later of the
second settlement day after the trade date or the date of the issuance or distribution of the
security.

(©) Margin for Dealer Member Sales or Purchases on a When Issued Basis

Notwithstanding the foregoing, margin for Dealer Member purchases or sales on a when
issued basis shall be calculated and posted on a trade date basis.

(d) For the purposes of the Rules, “trading on a when issued basis” or “when issued trades”
means purchases or sales of a security to be issued pursuant to:

1) A prospectus offering where a receipt for a (final) prospectus for the security has
been issued but the offering has not closed and settled;

(i1) A proposed plan of arrangement, an amalgamation or a take-over bid prior to the
date of issuance of the security pursuant to the amalgamation, arrangement or
take-over bid; or

(iii)  Any other transaction that is subject to the satisfaction of certain conditions
where trading of the security on a when issued basis would not contravene the
Securities Act (Ontario).

100.20. Concentration of Securities
(a) For the purposes of this paragraph:
(i) “Amount Loaned” includes:
(A) Inrespect of long positions:

1. The loan value of long securities and precious metals in margin
accounts on settlement date;

2. The loan value of long securities and precious metals in a regular
settlement cash account when any portion of the account is
outstanding after settlement date;

3. The loan value of long securities and precious metals in a
delivery against payment cash account when such securities and
precious metals are outstanding after settlement date;

4. The loan value of long inventory positions on trade date; and

5. The loan value of new issues carried in inventory 20 business
days after new issue settlement date.
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In respect of short positions:

1. The market value of short positions in margin accounts on
settlement date;

2. The market value of short positions in a regular settlement cash
account when any portion of the account is outstanding after
settlement date;

3. The market value of short positions in a delivery against
payment cash account when such securities are outstanding after
settlement date; and

4, The market value of short inventory securities on trade date.

“Security” includes:

(A)

(B)

all long and short positions in equity and convertible securities of an
issuer; and

all long an