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Rule F.1.00
Member, Approved Person and Employee Conduct

F.1.01
Supervision of Accounts

1. Each member and approved person shall use due diligence: 

a. to learn the essential facts relative to every client, every order, or account accepted;

b. to ensure that the acceptance of any order for any account is within the bounds of good business practice; and 

c. to ensure that recommendations made for any account are appropriate for the client and in keeping with the client’s investment objectives.

All the provisions of subclauses (a), (b), and (c) shall apply to a related company or companies of a member.

2. Each member shall designate a director, partner, officer or, in the case of a branch office, a branch manager reporting directly to the designated director, partner or officer who shall be responsible for the opening of new accounts and the supervision of account activity.  Each such designated person shall be approved by the Exchange and, where necessary to ensure continuous supervision, the member may appoint one or more alternates to such designated persons who shall be so approved.  The director, partner, officer or branch manager, as the case may be, shall be responsible for establishing and maintaining procedures for account supervision and shall ensure that the handling of client business is within the bounds of ethical conduct consistent with just and equitable principles of trade and not detrimental to the interests of the securities industry.

3. As part of this supervision each new account shall be opened pursuant to a new account form and the designated person (other than a branch manager in the case of discretionary or managed accounts) shall, prior to or promptly after the completion of any transaction, specifically approve the opening of such account in writing upon the said form.

4. In the absence or incapacity of the designated director, partner or officer or when the trading activity of the member requires additional qualified person in connection with the supervision of the member's business, an alternate, if any, shall assume the authority and responsibility of such designated persons.

5. Every member shall ensure continuous supervision of account activity in accordance with the provisions of the Exchange requirements. 

F.1.02
Application of Due Diligence to Accounts 

1.
No member or approved person shall accept an order from a client or make a recommendation to a client without:

a.
learning the essential facts relative to that client including the identity and, where applicable, credit worthiness of the client and the reputation of the client if information known to the approved person or the member causes doubt as to whether the client is of good business or financial reputation;

b.
determining the general investment needs and objectives of the client, the appropriateness of a recommendation made to that client and the suitability of a proposed purchase or sale for that client.

2.
Where a member or an approved person considers that a proposed purchase or sale is not suitable for the investment needs and objectives of a client, the approved person shall make every reasonable effort to so advise the client before executing the proposed transaction.

3.
Every member and approved person shall, prior to entering into transactions for an account for a corporation, have on file a resolution of the directors of the corporation empowering specific directors and officers to trade in securities in an account on behalf of the corporation and to execute all documentation necessary to effect transfers and assignments in connection with trading in the corporation's account. Where a resolution of the directors cannot be obtained, the member or director, officer or partner of the member carrying the account should prepare and sign a memorandum for the member's files indicating the basis upon which he believes the corporation can properly engage in transactions and that the persons acting for the corporation have been duly authorized to trade on its behalf.

4.
Every member and approved person shall, prior to accepting orders from a third party for the account for any client other than a client referred to in clause (1) above have on file a trading authorization signed by the client empowering the third party to enter orders for the account.

F.1.03
Vicarious Liability

1. A Member may be found liable for the conduct, business or affairs of an approved person or an employee of the Member and therefore subject to any penalties as if it had engaged in that conduct, business or affairs.

2. Notwithstanding subclause (1.) above, the imposition of any penalty against a Member does not prevent the imposition of any penalty against the approved person or employee of the Member. 

3. Any partner, director or officer of a Member may be found liable for the conduct, business or affairs of the Member if he had responsibility for same and therefore subject to any penalties as if he had engaged in that conduct, business or affairs.

4. Notwithstanding subclause (3.), the imposition of any penalty against any partner, director or officer of a Member does not prevent the imposition of any penalties against the Member. 

5. An approved person or employee of a Member who has authority over, supervises or is responsible to the Member for any approved person or employee of the  Member, may be found liable for the conduct, business or affairs of the supervised, approved person or employee and therefore subject to any penalties as if he had engaged in that conduct, business or affairs.

6. Notwithstanding subclause (5.) above, the imposition of any penalty against a supervising approved person or employee of a Member does not prevent the imposition by the Board of any penalties against the supervised, approved person or employee. 

F.1.04
Nominee Accounts

Where an agency account is carried by a member its files should contain the name of the principal for whom the agent is acting and written evidence of the agent's authority to trade. Where estate and trustee accounts are involved or where a husband is acting as agent for his wife, or a wife is acting for her husband, a member should obtain advice from legal counsel as to the documents that should be obtained before opening the account.

F.1.05
Client to Pay before Registration

No security, with the exception of a new issue at take-down date, shall be registered in the name of the client or his nominee prior to the receipt of payment therefore.

F.1.06
Designation of Accounts and Prohibited Accounts

No member or approved person shall carry an account:

1.
in the name of a person other than that of the client except that an account may be designated by a number, nominee name or other symbol provided the member maintains at his head office sufficient identification in writing to establish the beneficial owner of the account or the party or parties financially responsible for the account. This information shall be available at all times upon request by the Exchange; or

2
for a partner, director, officer, shareholder or employee of another member either alone or jointly without the prior written consent of a partner, director or officer of the other member. Duplicate reports or monthly statements shall be sent to the most senior partner, director of the other member other than the partner, director for whom the account is maintained.; or

3.
No employee of a member (other than an attorney or director of the member) shall have authority or control, either directly or indirectly, over an account in securities, whether in his name or another name, unless either such account is maintained with his member, or a copy of his member’s consent to each such account has been filed with the Exchange and he delivers to his member statements at intervals of not more than a month showing each trade since the last such statement for any such account; and for these purposes the making of any trade pursuant to his authority or control shall be considered to be the having of such an account.  

4.
A member shall not transact any business over which another member or an approved person or employee of another member has authority or control in his own name or any other name, without the member’s prior written consent.

5.
No approved person or employee of a member shall open an account in his or any other name, or exercise trading authorization over any account at another member without the prior written consent of both his own member and the other member with whom he wishes to transact business. 

F.1.07
Alternative Dispute Resolution

Every member shall participate in or become a member of such arbitration program, project or organization as may be established for or by the securities industry from time to time for the resolution of disputes between members and their clients and which has been approved by the Board, and shall comply with the rules and procedures of such program, project or organization.

Every member shall provide the prescribed written material detailing such approved program or organization to all new clients and all clients who make written complaints to the member. 

Rule F.2.00
Member Ethics and Affairs

F.2.01
Business Practices

Every member and approved person:

1.
shall observe high standards of ethics and conduct in the transaction of their business; and

2.
shall not engage in any conduct, business, affairs or activity that is unbecoming, inconsistent with just and equitable principles of trade or detrimental to the public interest.

F.2.02
Use of Offices

No member shall allow clients and others who are not employees of the member or of an approved affiliate of the member to use the facilities or operate out of the business premises of the member or an approved affiliate of the member without the prior approval of the Exchange.  Approval shall not be given where the Exchange is of the opinion that any application therefore is being made on behalf of a promoter in securities or for the purpose of facilitating the promotion of securities.

F.2.03
Compliance by Employees

All approved persons and employees of members shall comply with the Exchange requirements.  For greater certainty, all Exchange requirements which apply to members, shall also apply to all approved persons and employees of the member.  Each member shall ensure that all its employees, directors and officers and all the partners in the member comply with Exchange requirements.

F.2.04
Conflict of Interest

1. No member or approved person acting as an agent for a client to buy or sell securities shall be the buyer or seller for their own account or otherwise act in such manner as to create a conflict between their own interests and those of their clients or the member.

2.
No member or approved person shall engage in any activities, either in the context of or outside his employment with the member, which create or may be seen to create a conflict of  their own interests and the interests of their clients or the member.
F.2.05
Opposite Side of Market

No member or approved person shall, directly or indirectly, make a practice of taking the side of the market opposite to the side taken by clients.

F.2.06
Payment Restricted

No member or approved person shall pay or agree to pay any person other than an approved person or employee of the member an amount related to the earnings of the member or the approved person’s business.

F.2.07
Dual Registration Prohibited

No member shall permit an individual to work in any capacity which requires registration, during any time when the individual in addition to being an registered representative holds current registration under the applicable securities laws as a broker, broker-dealer, investment counsel, securities adviser, investment dealer or director of a security issuer.

F.2.08
Trading in Securities or Options for which the Rules do no Prescribe Standards or Requirements

1.
A member engaged in trading in any securities or commodity futures contracts or options listed on or issued by a recognized stock exchange, clearing or service corporation, or other listing or issuing organization, in respect of which Exchange Requirements do not prescribe specific standards or requirements, shall comply with the provisions of the relevant by-laws and regulations of such stock exchange, clearing or service corporation, or other listing or issuing organization in effect from time to time to the extent not inconsistent with Exchange Requirements.

2.
For the purposes of this Rule, recognized stock exchanges, clearing or services corporations, or other listing or issuing organizations are as follows:

a.
Self Regulatory Organizations which are participants of the Canadian Investor Protection Fund;

b.
The Toronto Futures Exchange; and

c.
National securities exchanges registered with the U.S. Securities and Exchange Commission (excluding the NASD)

or such other exchange, corporation or organization as may be approved by the Exchange. 

F.2.09 
Repealed

F. 2.10 
Repealed

F. 2.11
Market Corner

1. No member, approved person or person associated with or employed by a member shall effect, cause to be effected, or assist in effecting or causing to effect, a market corner.

2. For the purposes of this Rule, the term "market corner" shall mean:

a. any arrangement involving the purchasing, selling or other dealing in any securities, including shares, rights and warrants, which are listed on the Exchange; and

b. by which any person, or group of persons acting in concert by virtue of an agreement, arrangement, commitment or understanding; and

c. acquires direct or indirect beneficial ownership of, or exercises control or direction over, any or all of the particular securities referred to in this Rule ; and

3. where the effect of the arrangement is, or will likely be, that the trading price, as reflected through the facilities of the Exchange, of the particular securities referred to in this Rule , or will likely be, abnormally influenced or arbitrarily dictated by the person or group of persons referred to in this, and is, or will likely be, distorted or artificial in that the said trading price deviates, or will likely deviate, notably from that equilibrium trading price which would otherwise reflect only the basic forces of the supply of, and the demand for, the aforesaid securities

4. Any member, partner, officer, director or approved person of a member which or who has, or ought reasonably to have had, knowledge of the arrangement referred to this Rule and who has authorized, permitted or acquiesced in the said arrangement shall be deemed, for the purpose of this Rule above, to have assisted in effecting the market corner.

5. For the purpose of this Rule above, the term "control or direction" shall include but not be limited to refusing to execute sell orders, the use of discretionary accounts respecting and taking options on any of the particular securities referred to in this Rule.

F.2.12
Remuneration

1. The remuneration of an approved person excluding an investment representative may include a portion of the commission earned and shall be at the discretion of the member, provided all remuneration paid is recorded through the books of the member. 

2. No approved person or employee of the 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 member or its affiliates or its related companies in respect of the activities carried out by such approved person or employee on behalf of the member or its affiliates or its related companies and in connection with the sale or placement of securities on behalf of any of them.

F.2.13
Business Restricted

A registered representative may only transact trades in securities for the member by whom he is employed.
F.2.14
Arrangements with Clients

3. Approved persons shall not:

a. give any form of guarantee to a client in connection with the account of the client; 

b. lead any client to believe that he will not suffer loss as a result of opening an account or as a result of any dealings in connection with the account;

c. make any loans to a company which is listed on the Exchange or has applied for listing on the Exchange without first advising the member by whom  they are employed; or

d. accept a share in the profits of the account of any client or have any arrangement with any person whatsoever involving an allocation of profits or losses accruing to any account including the opening of any account in which an approved person has any direct or indirect interest.

4. Registered representatives shall not:

a. subject to Rule F.3.00, handle a discretionary order or exercise any discretion in the handling of an account of a client of a member; or

b. make any loans to clients for the purposes of making securities investments.

5. Partners, directors and officers of a member shall not: 

a. open joint accounts with clients except if the member firm by which they are employed has been advised prior to the arrangement;

b. make loans to clients without advising the member firm by which they are employed and advising the Exchange of any such arrangements.

(NB:  It should be noted that it is a requirement of all listed companies who have received loans from registrants, that these be publicly disclosed)

F.2.15
Regulation of Advertising

1. Interpretation:  For the purpose of this Section,

a. “advertisement” or “advertising” includes any promotional material used in any television and radio commercials or commentaries, video, telephone or cassette recording, motion picture, slide presentation, newspaper or magazine advertisements or commentaries, sign or billboard and any material promoting the services or business of the member, affiliated corporation, or approved person, and any other sales literature disseminated through the communications media;

b. “sales literature” includes record, videotapes and similar material, market letters, research reports and all other material, except preliminary prospectuses, designed for, or used in a presentation to a client, or a prospective client, whether such material is given or shown to him and includes a recommendation in respect of a security;

c. “security” includes the definition of security as defined in the applicable securities laws and amendments thereto and the definition of commodity futures contract or commodity futures option as defined in Rule J.

2.
Guidelines:  No member, affiliated corporation or approved person shall issue, participate in or allow his name to be used in connection with any advertisement or sales literature regarding any security which:

a. contains an untrue statement, or is otherwise false or misleading;

b. omits any material fact or assumption and fails to state how information more fully describing these facts or assumptions may be obtained;

c. contains an unjustified promise of specific results;

d. uses unrepresentative or misleading statistics;

e. contains any opinion or forecast of future events which is not clearly labeled as such;

f. fails to fairly present the potential risks to the client and fails to state how information is more fully describing such risks may be obtained; or

g. is detrimental to the interests of the public, the Exchange or its members.

3.
Prior Approval:  All advertisements or sales literature issued by a member, affiliated corporation or approved person shall receive prior approval from a designated partner, director, branch manager, or officer so authorized by the member or related company.

4.
Retention for Records:  A copy of all advertisements or sales literature shall be retained for record purposes by the member, affiliated corporation or approved person for two years from the date of publication and shall contain the names of the persons preparing the material and approving its publication.

5.
Submission of Advertisements:  Where the Exchange has adjudged that a member, affiliated corporation or approved person has contravened subsection (2) hereof, the Exchange may, after giving member, affiliated corporation or approved person an opportunity to be heard, order that the member, affiliated corporation or approved person shall deliver to the Exchange at least seven days before it is used, copies of all advertisements or sales literature which the member, affiliated corporation or approved person proposes to use in connection with trading in securities.

6.
Prohibition of Advertising:  Where the Exchange has issued an order pursuant to subsection (6), the Exchange may prohibit the use of the advertisement or sales literature so delivered or may require that deletions or changes be made prior to its use.

7.
Rescission or Variation of Order:  Where an order has been made pursuant to subsection (6), the Exchange, on application of the member, affiliated corporation or approved person at any time after the date thereof, may rescind or vary the order where in its opinion it is not contrary to the interest of the public, the Exchange or its members to do so.

F.2.16
The Conduct & Practices Handbook for Securities Industry Professionals 

Registered representatives and other employees of a member authorized by law to trade in securities with the public are required to have in their possession an up-to-date copy of The Conduct and Practices Handbook.

F.2.17
Directorship, etc. Prohibited 

1.
No approved person, employee of a member or any person who is required to apply and has applied to the Exchange to become an approved person or an employee of a member except a director, officer or partner of a member without the prior approval of the Exchange may be a director of any company listed on the Exchange, without the prior approval of the Exchange;

2.
For the purposes only of this Rule, and/or Rules F.2.19 and F.2.20, the word "member" shall be deemed to include an individual, corporation or partnership who or which, performs the same functions as a member but who is not a person under the jurisdiction of the Exchange.
F.2.18
Specific Infractions 

Without in any way limiting the generality of the foregoing, the following acts or omissions are infractions:

1.
Making a fictitious transaction; 

2.
Giving or accepting an order which a person knows or ought to know does not involve a change of ownership of the shares or securities in question;

3. Misleading or attempting to mislead the Board or the Exchange, any committee of the Exchange or the Board, or any Exchange officer, Exchange employee or person appointed by the Exchange or Board;

4. Either:

a. purchasing, selling, or offering to purchase or sell securities where the person knows or ought to know that the effect of such a purchase or sale would be to unduly disturb the normal position of the market or to create an abnormal market condition in which market prices do not fairly reflect current market values; or

b. being a party to any plan or scheme to commit the infraction set out in subclause (a) above;

5. Confirming a transaction when no trade has been executed;

6. Indiscriminate or improper solicitation of orders either by telephone or otherwise;

7. High pressure or other trading tactics of a character considered undesirable;

8. Using or participating in the use of any manipulative or deceptive method of trading where the person knows or ought to know the nature of the method;

9. Violation of any statute applicable to trading in securities;

10. Placing an order with another Member to buy or sell a security from or to the person placing the order or accepting such an order where the person accepting it knows or ought to know the nature of it.

F.2.19
Property Interest Sale

No approved person, an employee of a member or any person who is required to apply and has applied to the Exchange to become an approved person or an employee of a member shall be permitted to sell, transfer or assign, or be part of a group selling, transferring or assigning any property interest, or other asset which, pursuant to a Listing Agreement or Exchange Requirements, would require prior approval of the Exchange, to any company listed on the Exchange, or be permitted to receive, directly or indirectly, any compensation whatsoever (including a finders fee or commission) in respect of any such sale, transfer or assignment, without the prior approval of the Exchange.

Rule F.2.19 amended May 4, 2001

Rule F.2.19 amended August 1, 2001

F.2.20
Property Interest Acquisition 

No approved person, employee of a member or any person who is required to apply and has applied to the Exchange to become an approved person or an employee of a member shall be permitted to acquire, directly or indirectly, any property interest or other asset from any company listed on the Exchange or be permitted to receive, directly or indirectly, any compensation whatsoever (including a finders fee or commission) in respect of such disposition, or hold, directly or indirectly, any interest in any property or other asset acquired or held by any company listed on the Exchange, without the prior approval of the Exchange.

Rule F.2.20 amended May 4, 2001
F.2.21
Responsibility of Members and Approved Persons 

Notwithstanding the provisions of Rule F.2.03, a member and any approved person of a member may be held, by a Hearing Committee, to be fully responsible for the acts and omissions as a member or approved person of a member and if any act or omission be held to be one which if done or omitted by the member would subject him to any of the penalties provided for in Rule E.1.20 then the member and any approved person of the member may be penalized as if the act or omission had been done or omitted by him directly.

F.2.22
Responsibility of Supervisors

Each member, approved person or employee of a member or affiliated company who is a supervisor or who has authority or supervision over or responsibility to the member for any employee of the member, or an affiliated company of the member, shall fully and properly supervise such employee as may be necessary to ensure their compliance with the Exchange Requirements.

F.2.23
Assessments and Fines

1. A member shall, within 30 business days of the date set for payment, pay to the Exchange all subscriptions, assessments dues, fines and penalties imposed or charged in accordance with Exchange Requirements, unless the time for payment is extended by the Exchange.

2. The Board shall have the power to make an assessment in any fiscal year upon each trading member for those assessments, general or specific, applied by the Canadian Investor Protection Fund to the Exchange.

Rule F.2.23 amended August 1, 2001
F.2.24
Service Fees

No member shall impose on any client or deduct from the account of any client any service fee or service charge relating to services provided by the member for the administration of that client's account unless prior written notice is given on the opening of such account or such notice is given not less than sixty days prior to the imposition or revision of such charge. Interest charged on the operation of client accounts and commissions charged for execution of trades are excluded from regulation under this Rule.  Special services requested by a client, for which a charge is agreed to, are also exempt under this Rule.

F.2.25
Commissions and Charges for Services

All commissions and charges for services are negotiable.

F.2.26
Dealings With Clients Located in the United Kingdom

A member, before accepting an order for the purchase or sale of a security classified as a venture listing by the Exchange on behalf of a client located in the United Kingdom, shall advise his client that the security is classified as a venture listing by the Exchange and thereby carries a high degree of risk.  The Exchange may identify classes of clients for whom this requirement does not exist.

F.2.27
Mutual Fund Incentives

1. No member, affiliate or related person in respect of a member, or partner, director, officer, registered representative or employee of such member, affiliate or related person, shall accept from any person or entity, directly or indirectly, any non-cash sales incentive in connection with the sale or distribution of mutual fund products.

2. No member, affiliate or related person in respect of a member, shall pay to any partner, director, officer, registered representative or employee of such member, affiliate or related person any non-cash sales incentive in connection with the sale or distribution of mutual fund products.

3. Nothing in this Rule shall prohibit a member, affiliate or related person in respect of a member or any partner, director, officer, registered representative or employee of such member, affiliate or related person from accepting or paying, as the case may be:

a. non-cash sales incentives earned or awarded for the internal incentive programs of such member for which eligibility is determined with respect to all services and products offered by the member;

b. commissions or fees payable in cash and calculated with reference only to particular sales or volumes of sales of mutual fund securities;

c. service fees or trailing commissions;

d. marketing materials; or

e. reasonable business promotion activities that are undertaken in the normal course and take place in the locale where the recipient is employed or resides.

4. For the purposes of this section, 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.

5. The provision of this section shall not apply to an affiliate of a member, or a Partner, Director, Officer, Registered representative or employee of an affiliate, where the affiliate has been excluded as a related company of the member or exempted from compliance as a related company with all or any of the rules.

F.2.28
Client Priority During Distributions

During any distribution offered for sale to the public, a member shall give priority to orders for the securities from clients of the member or for the accounts of such clients.  For the purposes of this Rule, the term "client" shall not include accounts of any member, approved person, employee of a member or any of their respective associates.

During such distribution a 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. 

F.2.29
Client Priority for Private Placements 

1. Clients’ orders shall have priority over Pro Group orders for a private placement (as defined in section 1.01) if:

a. the member has entered into any agreement, commitment, arrangement or understanding with the issuer to act as advisor, agent or underwriter or member of a selling group in respect of the private placement or subsequent offering of securities; or

b. ownership by the Pro Group exceeds 20% of the total issued and outstanding securities of the issuer; and

2. Where client priority applies pursuant to subsection (1), the Pro Group shall not be entitled to purchase any part of a private placement unless reasonable efforts have been made to offer the securities to eligible clients of the member where such an investment would be suitable for such clients.

3. For the purposes of subsection (1), a client order is valid if received from an existing client and the client qualifies to purchase the securities based on a prospectus exemption under the applicable securities laws.

4. Where subsection (1) is applicable, each member shall have in place internal policies and procedures to fulfill the requirement in subparagraph (1)(b).  Such policies and procedures shall include:

a. where permitted by applicable securities laws, the issuance of a press release by the issuer announcing the private placement, the member’s name and the price at which the private placement may be made, in advance of the Pro Group purchasing any part of the private placement;

b. setting a suitable time period, taking into account the type of issue and the size of the client list, between the announcement of a private placement and the time at which it becomes available for purchase by the Pro Group;

c. requiring that employees of members make reasonable efforts to inform eligible clients of the private placement by mail, telephone, electronically or any other reasonable and practical means and that the member document the efforts used and retain such documentation for a period of two years after completion of the private placement.

5. When determining which clients will be eligible for a private placement, consideration shall be given to:

a. the investment objectives of the client;

b. the risk inherent in the securities;

c. the investment sophistication of the client;

d. the client’s resources relative to the required investment;

e. applicable law relating to marketing and distribution of the private placement;

f. the extent of due diligence undertaken by the member with respect to the private placement; and

g. the client’s eligibility under securities laws to utilize the exemption(s) under which the private placement is being made.

F.2.30
Disclosure of Pro Group Holdings 

2. Subject to subsection (2), members shall report the aggregate holdings of the Pro Group in each security listed on the Exchange, The Toronto Stock Exchange, the Montreal Exchange, The Winnipeg Stock Exchange and the Canadian Dealing Network in such form and at such intervals as may from time to time be prescribed by the Exchange.

3. All holdings of the Pro Group must be reported with the exception of holdings of individuals outside their respective member firms that are (in the aggregate) both less than 10,000 shares and have a market value of less than $25,000.

4. members shall disclose the holdings of the Pro Group of the member of every class of an issuer’s voting or equity securities which in the aggregate exceed 10% of the issued and outstanding securities of that class as calculated by the Exchange:

a. to clients of the member when making recommendations or giving advice (on solicited trades) relating to securities of the issuer;

b. in the member’s research reports relating to the issuer; and

c. on all trade confirmations relating to transactions in the securities of the issuer.

5. The report of aggregate holdings of the Pro Group as required by subsection (1) shall be filed no later than  ten days after the date as of which the member is required to calculate such holdings.

F.2.31
Pro Group Hold Period 

1. The holdings of the Pro Group that were issued subject to a statutory hold period:

a. cannot be qualified for resale by way of prospectus unless the securities were issued pursuant to a private placement and the issuance of the private placement was accepted by an exchange and the price at which the securities were sold is greater than 80% of the public offering price;

b. cannot be qualified for resale by way of prospectus unless the Pro Group holdings are less than 20% of any class of voting or equity securities, after taking into account the issuance of the private placement securities; and

c. may be disposed of, subject to applicable securities laws, pursuant to an arm’s length merger  or take-over bid subject to the consent of the exchange upon which the issuer’s securities are listed.

F.2.32
Restrictions on Pro Group Ownership 

1. The Pro Group shall be deemed to be in a position of influence in respect of an issuer or any of its affiliates within the meaning of the applicable securities laws if:

a. the Pro Group exercises influence over the issuer or its management;

b. the issuer or its management exercises influence over the Pro Group;

c. both the Pro Group and the issuer or its management exercise influence over the same third person or company;

d. the same third person or company exercises influence over both the Pro Group and the issuer or its management.

2. For the purposes of this section, the Pro Group, whether alone or in combination with one or more other persons or companies or through direct or indirect beneficial ownership of or the exercise of control or direction over voting securities, is deemed to exercise influence over an issuer if:

a. the Pro Group exercises directly or indirectly any material or controlling influence over the management, policies, business operations or affairs of the issuer; or

b. members of the Pro Group constitute 20% or more of the Board of Directors of the issuer or related issuer;

c. the Pro Group is entitled to nominate 20% or more of the Board of Directors of the issuer or related issuer; or

d. the Pro Group, directly or indirectly, whether alone or in combination with one or more persons or companies, beneficially owns or exercises direction or control over:

e. a sufficient number of securities so as to effect materially the control of that issuer, or

f. more than 20% of any class or series of voting securities of an issuer except where there is evidence showing that the holding of those securities does not affect materially the control of that other person or that issuer.

3. A member shall not act as an advisor, agent, underwriter or as a member of a selling group with respect to a distribution of securities of an issuer where the holdings of the Pro Group are such that the member would otherwise be deemed to be in a position of influence in respect of such issuer unless:

a. a portion of the distribution is underwritten by at least one or more independent member(s); and

b. the portion to be underwritten by one or more independent member(s) is at least equal to the amount of the distribution that is underwritten by the member and any related issuer of the member.

Rule F.3.00 
Specific Provisions Respecting Managed Accounts and Discretionary Accounts

F.3.01
Definitions

"Co-mingled Funds Investment Portfolio" means investment portfolio of a bank, trust company, loan company, insurance company, mutual fund or pension plan, including a profit or other retirement savings or similar plan but excluding a self-administered retirement savings plan.

"Discretionary Account" means an account in which the client gives a partner, director or officer of a member or registered representative of a member (subject to the provisions of Rule F.3.02 and Rule F.3.04) discretion which may be complete or within specific limits as to the purchase and sale of securities including selection, timing and price to be paid or received.

"Managed Accounts" means an investment portfolio of a client managed by a member or an affiliated company through discretionary authority granted by the client on a continuing basis, whether in consideration of fees or otherwise, where:

a. the investment portfolio is a co-mingled funds investment portfolio; or 

b. the management of the investment portfolio by a member or affiliated company arises because a member or affiliated company has held itself out or has described itself as having special skills or ability regarding the management of investment portfolios,

but shall not include either:

a. the management of an investment portfolio on a temporary basis at the written request of a client because of the inability of a client to communicate instructions by reason of absence, illness or other reasonable cause, or

b. the management of an investment portfolio on a continuing basis by a partner, director or officer of a member on the basis of a personal relationship between the partner, director or officer and a client, where the management was in effect at the time this subclause came into effect.

"Portfolio Manager" means any partner, director, officer or approved person of a member or affiliated company approved by the Exchange to manage managed accounts.

"Responsible Person" means the member, any affiliated company, and every individual who is a partner, director, officer or approved person of any member or affiliated company of the member or such affiliated company or such approved person or individual who participates in the formulation of, or has access prior to implementation of, investment decisions made on behalf of or advice given to the managed account.

"Associate Portfolio Manager" means any partner, director, officer or employee of a member or affiliated company designated and approved by the Exchange to manage managed accounts under the supervision of an approved portfolio manager.

F.3.02
Discretionary Accounts

1. No registered representative or employee of a member other than a member or a director or officer or partner of a member shall be permitted to accept authorization for a discretionary account from a client of a member.

2. No member or a director or officer or partner of a member or registered representative of a member shall exercise any discretionary power with respect to a client's account unless the client has given prior written authorization and the account has been accepted in writing by the member or by a partner or director or officer designated under Rule F.1.00.

a. Acceptance of a discretionary account must be evidenced by a document in writing which shall be available for examination and signed on behalf of a member by a partner, director, or officer of a member.  

b. The authorization given to the member shall specify the investment objectives of the client with respect to the particular managed/discretionary account.  Each authorization or acceptance may be terminated by notice in writing by the member or the client, as the case may be.  Notice of termination of acceptance by a member shall be effective on date specified therein and which date shall not be earlier than thirty days from the mailing of the written notice to the client.

3. Any order relating to a discretionary account shall be approved by the member or by a partner or director or officer of a member before entry.  Every discretionary order must be identified as discretionary at the time of entry.

F.3.03
Compliance

Each member that manages a managed/discretionary account shall comply with the provisions of Rule F.3.00.

F.3.04
Managed Accounts

No member, or any person acting on its behalf, shall exercise any discretionary authority with respect to a managed account unless:

1. the individual who is responsible for the management of the account has been designated as a portfolio manager or associate portfolio manager;

2. the client has given prior written authorization to the member to manage the account. The authorization given to the member shall specify the investment objectives of the client with respect to the particular managed account.  Each authorization or acceptance may be terminated by notice in writing by the member or the client, as the case may be.  Notice of termination of acceptance by a member shall be effective on date specified therein and which date shall not be earlier than thirty days from the mailing of the written notice to the client; and

3. the member, as the case may be, has accepted the managed account.  Acceptance of a managed account must be evidenced by a document in writing which shall be available for examination and signed on behalf of a member by a partner or director or officer of a member, as the case may be.

F.3.05
Designation of a Supervised Authority 

A member shall designate in writing one or more partners, directors or officers who shall assume supervisory responsibility for each managed/discretionary account and the client shall be advised in writing as to which of those individuals supervise a particular managed/discretionary account. The failure to advise the client in writing of the name of the individual supervising his managed/discretionary account shall not vitiate the authority of a member to manage the client's account.

F.3.06
Designation as a Portfolio Manager

Application for designation and approval as a portfolio manager shall be made to the Exchange and may be granted where the applicant:

1. is a partner, director, officer or employee of a member; and

2. makes application therefore in such form as the Exchange may from time to time prescribe; and

3. has successfully completed either the Canadian Investment Management course, Parts I and II, or all levels of the Chartered Financial Analysts course by the Association for Investment Management and Research; and

4. is registered and approved as a salesperson (Registered representative): 

a. has had three or more years experience as an associate portfolio manager; or

b. has had three or more years experience as a registered salesperson (Registered representative) and two years experience as an associate portfolio manager; or

c. has had three or more years experience as a research analyst for a member firm of a self-regulatory organization and two or more years experience as an associate portfolio manager; or

d. has been granted registration by a provincial securities administrator as a portfolio manager, investment counsel or any equivalent registration category, provided that applicants requesting approval under this subsection (4)(d) have met the standard minimum provincial proficiency requirements; and

5. has, at the time of application, and has had for a period of not less than one year prior to such application, assets having an aggregate value of not less than $5,000,000.00 under his or her direct administration on a discretionary basis; and

6. has obtained from the member employing the applicant, a letter of recommendation signed by the chief executive officer and the partner, director or officer responsible for the portfolio management activities of the member firm.

F.3.07
Designation as Associate Portfolio Manager

Application for designation and approval as an associate portfolio manager shall be made to the Exchange and may be granted where the applicant:

1. is a partner, officer, director or employee of a member or affiliated company; and

2. makes application therefore in such form as the Exchange may from time to time prescribe; and

3. has successfully completed either the Canadian Investment Management course, Parts I and II, or all levels of the Chartered Financial Analysts course administered by the Association for Investment Management and Research; and

4. is registered and approved as a salesperson and

a. has had a minimum of two years experience as a registered and practising registered representative; or

b. has had a minimum of two years experience as a research analyst for a member firm of a self-regulatory organization; and

5. has obtained from the member employing the applicant, a letter of undertaking that the associate portfolio manager will be under the direct supervision of a qualified portfolio manager while exercising discretionary authority with respect to any managed account.  Such letter must be signed by the partner, director or officer responsible for the portfolio management activities of the member firm.

F.3.08
Portfolio Management Committee

Each member or affiliated company that has managed accounts shall form a Portfolio Management Committee to be composed of two or more individuals who shall be partners, directors or officers of a member and at least one of whom shall not be a portfolio manager of the member or affiliated company, as the case may be.  The Portfolio Management Committee shall review, not less than once in each quarter of any twelve month period, the investment policies of the member or affiliated company in respect of its managed accounts and record the results of each review in writing.

F.3.09
Quarterly Review of the Managed Accounts

Each managed account shall be reviewed, at least four times in each twelve month period, by a responsible person of the member or affiliated company to ensure that the investment objectives of the client are diligently pursued and that the managed account is being conducted in accordance with the rules of the Exchange.

F.3.10
Investment Policies

The member or affiliated company shall maintain standards directed to ensuring fairness of the allocation of investment opportunities amongst its managed accounts and a copy of the policies established shall be furnished to each client and to the Exchange upon demand.

F.3.11
Fees Agreement

A member or affiliated company may charge each client directly for services rendered to a managed or discretionary account but the charge shall not be computed in terms of the value or volume of the transactions or contingent upon profits or performance.

F.3.12
Separate and Distinct Supervision for Each Managed Account

A member or affiliated company shall ensure that each managed account is supervised separate and distinct from other managed accounts provided that, subject to compliance with respect to the commission rate structure, an order placed on behalf of one managed account may be pooled with that of another managed account. 
F.3.13
Ethics

The member or affiliated company shall obtain an undertaking from each responsible person not to trade for his or its own account, as the case may be, or knowingly to permit or arrange for any associate to trade in reliance upon information as to trades made or to be made for any managed account.  The member or affiliated company shall establish and maintain procedures satisfactory to the Exchange, designed to disclose when a responsible person or an associate of a responsible person has contravened an undertaking.

F.3.14
The Member or Affiliated Company's Mandate

A member or affiliated company shall not, without the written consent of the client, knowingly cause any managed account to:

1. invest in a company in which a responsible person or an associate of a responsible person is an officer or director, and no investment of that nature shall be made even with the written consent of the client unless the office or directorship shall have been disclosed to the client;

2. purchase or sell securities of any company from or to the account of a responsible person, or from or to the account of an associate of a responsible person; or

3. make a loan to a responsible person or to an associate of a responsible person.

Rule F.4.00
Clients' Fully Paid Securities 

F.4.01
Segregation Requirements

1.
Subject to any special agreement with a client, all fully paid or excess margin securities held by a member for a client shall be segregated and identified as being held in trust for such client in accordance with Rule F.4.00 and shall at all times be kept available for such client on demand.  For the purposes of this Rule in respect thereto, a client means any person who maintains an account with a member.

2.
The securities of all clients of a member held in accordance with this Rule 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.

3.
The Exchange may prescribe the manner in which securities owned or held by a member for the account of a client are to be segregated and held including, without limitation:

a.
the manner in which the amount or value of securities to be segregated shall be calculated; and

b.
the locations in which securities may be held including, without limitation, depositories or other financial institutions.

F.4.02
Acceptable Depositories for Segregation of Securities - External Locations

For the purposes of Rule F.4.01(1) and Rule F.4.01(2), securities held beyond the physical possession of the member may be segregated and held in trust for clients of a member or segregated and held for a member, as the case may be, in acceptable securities locations (Form 1) provided that the written terms upon which such securities are deposited and held beyond the physical possession of the member include provisions to the effect that:

1.
no use or disposition of the securities shall be made without the prior written consent of the member;

2.
certificates representing the securities can be delivered to the member promptly on demand or, where certificates are not available and the securities are represented by book entry at the location, the securities can be transferred either from the location or to another person at the location promptly on demand; and

3.
the securities are held in segregation for the member or its clients free and clear of any charge, lien, claim or encumbrance of any kind in favour of the depository or institution holding such securities.

F.4.03
Acceptable Internal Locations for Segregation of Securities

For the purposes of Rule F.4.00, the securities held within the physical possession or control of the member may be segregated and held in trust for clients of the member or segregated and held for the member, as the case may be, in the following prescribed locations:

1. Internal Storage

a. All internal storage locations designated in the member's ledger of accounts for which adequate internal accounting controls and systems for safeguarding of securities held for clients are maintained and which reflect unencumbered security positions in the possession and control of the member;

b. All securities in transit between internal storage locations, for which adequate internal controls are maintained, provided that securities in transit for more than five business days may not be considered as being in the possession and control of a member for purposes of segregation.

2. Transfer Locations

a. All securities which are in the process of being transferred by a registered or recognized transfer agent provided that:

b. if such securities are with transfer agents in Canada and have not been received within twenty business days of delivery, the member shall obtain a confirmation of the position receivable from the transfer agent; or.

c. if such position remains unconfirmed after forty-five business days of delivery, the member must transfer the position to its difference account;

d. if such securities are with transfer agents in the United States, the member must confirm the receivable after forty-five business days of delivery and transfer the position to its difference account after seventy business days of delivery if the position has not been confirmed;

e. if such securities are with transfer agents outside Canada and the United States, the member must confirm the position receivable after seventy business days of delivery and transfer the position to its difference account after one hundred business days of delivery if the position has not been confirmed;

f. if the positions represented by such securities are required to be transferred to the member's difference account, such securities shall not be considered to be in the possession and control of the member for the purposes of segregation.

F.4.04
Non-Negotiable Securities

Securities which are restricted or which are non-negotiable or which cannot be made fully negotiable solely by signature or guarantee of the member shall be deemed not to be segregated unless such securities are registered in the name of the client (or the name of a person requested by the client) on whose behalf they are being held in an acceptable segregation location.

F.4.05
Bulk Segregation Calculation

A member which holds securities of clients in bulk segregation in accordance with Rule F.4.01 shall determine, for all accounts of each client, the following amounts:

1.
the quantity of all securities held for such accounts which are part of a qualifying hedge position;

2.
the net loan value of all securities held for such accounts less (or plus in the case of a credit) the aggregate debit cash balance in the accounts; and

3.
the market value of all securities, other than securities referred to in (1) above, not eligible for margin under Rule G minus the aggregate amount, if any, by which such accounts are under-margined as calculated in (2) above,

which amounts shall represent the amounts of securities with loan value or market value, as the case may be, of securities required to be segregated by the member in respect of such client's accounts provided, however, that the amount of securities required to be segregated by a member in respect of the accounts of a client shall not be greater than the market value of the securities held for such accounts.

4. For the purposes of this Rule F.4.05, net loan value of a security shall mean in respect of:

a. long positions - the market value of the security less any margin required;

b. short positions - the market value of the security plus any margin required expressed as a negative number; and

c. short security option positions - any margin required expressed as a negative number.

5. For the purposes of this Rule F.4.05, a “qualifying hedge position” for all accounts of each client, shall mean in respect of:

a. a long position in a security; or

b. a short position in a security issued or guaranteed by the same issuer of the security referred to above;  where

i. the long position is convertible or exchangeable to the securities of the same class and number of the securities held in the short position; and

ii. the member is using the long position as collateral to cover the short position. 

F.4.06
Calculation

A member may satisfy its obligations to segregate client securities under Rule F.4.01 by segregating in bulk, for all clients, the number of securities determined as follows:

1.
Equity Securities

a. The aggregate loan value and market value of each class or series of security required to be segregated for each client as determined under Rule F.4.05 divided by the loan or market value, as the case may be, of one unit of the security, shall be the number of such securities required to be segregated.

2.
Debt Securities

a. The aggregate loan value and market value of each class or series of security required to be segregated or each client as determined under Rule F.4.05 divided by the loan or market value, as the case may be, or each $100 of the principal amount of the security, multiplied by 100 and rounded to the lowest issuable denomination, shall be the principal amount of such securities required to be segregated.

b. In determining which securities shall be used to satisfy the segregation requirements in respect of each such client's positions, the member may select among all of the securities carried for the client's accounts, subject to the restrictions of any applicable securities laws including, without limitation, a requirement that fully-paid securities in a cash account be segregated before unpaid securities.

c. Securities which are required to be segregated but which have been sold by the member on behalf of a client shall remain segregated until one business day prior to settlement or value date. Securities which are required to be segregated for a client shall not be removed from segregation as a result of the purchase of any securities by such client until settlement or value date.

F.4.07
Frequency and Review of Calculation

1.
A member shall determine at least twice weekly the securities required to be segregated according to the calculations set out in Rule F.4.05 and F.4.06.

2.
Each member shall review, on a daily basis, compliance with segregation requirements for its clients' securities according to the latest determination of such securities pursuant to this Rule with the view of identifying any deficiency in securities required to be segregated and correcting any such deficiency.

F.4.08
General Restrictions

In complying with its obligation to segregate client securities in accordance with Rule F.4.01, each member shall ensure that:

1.
a segregation deficiency is not knowingly created or increased;

2.
no securities held by the member are delivered against payment for the account of any client if such securities are required to satisfy the segregation requirements of the member in respect of any client; and

3.
all free securities (i.e. fully paid and unencumbered securities which have not been sold or are not required for margin) received by the member shall be segregated.

F.4.09
Correction of Segregation Deficiencies

In the event that a segregation deficiency exists, including (without limitation) deficiencies arising in the circumstances listed below, the member will take the most appropriate action required to settle the segregation deficiency in the shortest time possible:

1.
Call Loans:  The member shall take action to recall such securities within the business day following the determination of the deficiency.

2.
Securities Loans:  The member shall call for the return of such securities from the borrower within the business day following the determination of the deficiency or shall borrow securities of the same issue to cover the deficiency and should such securities not have been received by the member within five business days following the determination of the deficiency, the member shall undertake to buy-in the borrower.

3.
Inventory or Trading Account Short Positions:  The member shall borrow securities of the same issue to cover the deficiency within the business day following the determination of the deficiency or shall undertake to purchase the securities immediately.

4.
Client Declared Short Sales:  The member shall borrow securities of the same issue to cover the deficiency within the business day following the determination of the deficiency or shall undertake to buy-in the securities within five business days.

5.
Fails - Clients, members or Acceptable Institutions or Acceptable Counterparties:  If such securities have not been received by the member within fifteen business days of the settlement date, the member shall borrow securities of the same issue to cover the deficiency or shall undertake to buy-in the securities.

6.
Stock Dividends Receivable and Stock Splits:   If such securities have not been collected within forty-five business days of the date receivable, the member shall obtain a written confirmation of the position receivable.  If such position remains unconfirmed after the aforementioned forty-five business days, the member must transfer the position to its difference account.

6. Difference Accounts:  Each member shall maintain a difference or suspense account in which shall be recorded all securities which have not been received by reason of irreconcilable differences or errors in any accounts.  If securities recorded in a difference account have not been obtained by the member within thirty business days of the deficiency being recorded, the member shall borrow securities of the same class or series to cover the deficiency or shall undertake to purchase the securities immediately.

Rule F.5.00
Client Indebtedness

F.5.01
Member's Rights

Where a client is indebted to a member, all securities and other assets held by a member for an account of a client shall be collateral security for the payment of the indebtedness as the same may exist from time to time and a member shall have the right from time to time in his discretion, to raise money and/or carry the securities in his general loans and subject to the provisions of Rule F.5.02 and Rule F.4.01 to pledge and repledge and/or to loan the securities either separately or together with any security or securities held by a member for an account of one or more other clients, or otherwise in a manner and in an amount and for the purpose as it may deem advisable; and if a member shall deem it necessary for his protection, he shall have the right in his discretion, to buy in any or all of the securities of which a client's account may be short and/or, as the case may be, to sell out any or all of the securities held by him for an account of a client, and, without in any way restricting the foregoing, a member shall also have the right in every case to recover from a client the amount of his indebtedness to the member or part thereof remaining unpaid, either with or without realization of the whole or any part of the securities held by a member for an account of a client.

Nothing in this paragraph shall prejudicially affect the rights of members under any established usage, custom or course of dealing in securities.

F.5.02
Pledge Agreements

An agreement between a member and a client authorizing the pledging of shares, bonds or other securities, does not justify the member in pledging more of the shares, bonds or other securities than is fair and reasonable in view of the indebtedness of the client.

Rule F.6.00
Proxies

F.6.01
Restrictions

No shares registered in the name of a member or his nominee, but not beneficially owned by the member, shall be voted or a proxy to vote the shares given, unless the member forthwith sends or delivers to the beneficial owner, at no expense to the beneficial owner:

1.
a copy of the notice of the meeting, financial statements, all information circulars and any documents, other than the forms of proxy sent to shareholders for use in connection with the meeting; and

2.
a written request for voting instructions from the beneficial owner stating that if voting instructions are not received at least 24 hours, excluding Saturday and holidays, before the expiry of the time within which proxies may be delivered to the company or its agent as specified in the notice calling the meeting, the member may, in his discretion, vote the shares, or appoint a proxy holder to vote the shares, at the meeting.

F.6.02
Beneficial Ownership

No member shall vote or appoint a proxy holder to vote shares registered in his name or in the name of his nominee if he does not know the beneficial owner of the shares.

F.6.03
Written Instructions Required

The member shall vote, or appoint a proxy holder to vote, any shares referred to in Rule F.6.01 in accordance with written instructions received from the beneficial owner.

F.6.04
Obligation to Provide Proxy

A member shall, if requested by a beneficial owner, give to the beneficial owner or his nominee a proxy enabling the beneficial owner or his nominee to vote any shares referred to in Rule F.6.01.

F.6.05
Exceptions

This Rule does not apply to a member who is a trustee with respect to shares held under a trust instrument which regulates the manner in which those shares are to be voted.

Rule F.7.00
Cash Accounts

F.7.01
Regular Cash Accounts

Settlement of each transaction in a regular cash account (other than DAP or RAP transactions referred to in Rules F.7.02 and F.7.03) of a client shall be made by payment or delivery on the settlement date.

F.7.02
Delivery Against Payment (DAP)

Settlement of a purchase transaction in an account for which the client has made arrangements with the member on or before settlement date for delivery by the member against payment in full by the client shall be settled on the later of:

1. settlement date or 

2. the date on which the member gives notice to the client that the securities purchased are available for delivery.

F.7.03
Receipt Against Payment

Settlement of a sale transaction in an account for which the client has made arrangements with the member on or before settlement date for receipt of securities by the member against payment to the client shall be settled on the settlement date.

F.7.04
Payment

Payment by a client in respect of any cash account transaction may be by:

1.
cash or other immediately available funds;

2.
the application of the proceeds of the sale of the same or other securities held long in any cash account of the client with the member provided that the equity (excluding all unsettled transactions) in such account exceeds the amount of the transaction;

3.
the transfer of funds from a margin account of the client with the member provided adequate margin is maintained in such account immediately before and after the transfer.

F.7.05
Isolated Transactions

A client shall be permitted in an isolated instance to:

1.
settle, when the equity (excluding all unsettled transactions) in such account does not exceed the amount of the transaction, a regular or DAP cash account transaction by the sale of the same security in any cash account of the client with the member;

2.
transfer a transaction in a cash account to a margin account prior to payment in full; or

3.
transfer a transaction in a DAP account to a margin account within 10 business days after settlement date. 

F.7.06
Account Restrictions

1. Regular cash accounts.  When any portion of the money balance for a regular cash account of a client is outstanding twenty business days or more after settlement date, the client shall be restricted from entering into any other transactions (other than liquidating transactions) in any account of the client with the member, unless and until 

a. payment of any such money balance outstanding for twenty business days or more shall have been made, 

b. all open and unsettled transactions in any cash account of the client with the member have been transferred in accordance with Rule F.7.07, or 

c. the client has executed a liquidating transaction in the account with the effect that no portion of the money balance in the account is outstanding twenty business days or more after settlement date.

2. Delivery Against Payment (DAP) Accounts.  When any portion of the money balance for a DAP account transaction of a client is outstanding five business days or more (or, in the case of transactions of clients situate other than in continental North America, 15 business days) from the date on which the transaction is required to be settled in accordance with Rule F.7.02, the client shall be restricted from entering into any other transactions (other than liquidating transactions) in any other account of the client with the member, unless and until:

a. such transaction has been settled in full or 

b. all open and unsettled transactions in any cash account of the client with the member have been transferred in accordance with Rule F.7.07.

F.7.07
Transfer to Margin Account

The account restrictions in Rule F.7.06 shall not apply to the accounts of a client who:

1. immediately before the time the accounts would otherwise become restricted in accordance with that Rule does not have a margin account with the member, and 

2. on or after the accounts becoming so restricted, transfers all open and unsettled transactions in any cash account of the client with the member to one or more newly established margin accounts of the client with the member, provided such margin accounts have been properly established by the completion of all necessary documentation and action and adequate margin is maintained in such account(s) immediately after such transfer.

F.7.08
Acceptable Institutions and Others

Rule F.7.06 does not apply to the accounts of acceptable institutions, acceptable counterparties, non-member brokers, approved affiliates or regulated entities.

Rule F.8.00
Margin Accounts

F.8.01
Taking Over a Margin Account

A member shall not accept the transfer from another member of a margin account which is not margined in accordance with the Exchange requirements unless, at the time of the transfer, the receiving member has in its possession sufficient collateral or cash of the client available to cover the deficiency in the account.

F.8.02
Margin Agreement

Each member shall have and maintain with each client having a margin account with him, a margin agreement in writing defining the rights and obligations between them on such subjects as may be determined from time to time by the Exchange and which if the Exchange requires, shall be in a form satisfactory to it.  Promptly after execution of each such margin agreement, the member shall send a copy thereof to the client.

F.8.03
Margin Agreement to Define

Every margin agreement between a member and a client shall define:

1.
the obligation of the client in respect of the payment of his indebtedness to the member and the maintenance of adequate margin and security;

2.
the obligation of the client in respect of the payment of commissions on securities bought and sold for his account;

3.
the obligation of the client in respect of the payment of interest on debit balances in his account;

4.
the extent of the right of the member to make use of free credit balances in the client's account;

5.
the rights of the member in respect of raising money on and pledging securities and other assets held in the client's account;

6.
the rights of the member in respect of the realization of securities and other assets held in the client's account and in respect of purchases to cover short sales, and whether any prior notice is required, and if notice be required, the nature and extent of it and the obligations of the client in respect of any deficiency;

7.
the extent of the right of the member to utilize a security in the client's account for the purpose of making a delivery on account of a short sale;

8.
the extent of the right of the member to use a security in the client's account for delivery on a sale by the member for his or its own account or for any account in which the member or a partner, director or officer of the member is directly or indirectly interested;

9.
the extent of the right of the member to otherwise deal with securities and other assets in the client's account and to hold the same as collateral security for the client's indebtedness;

and shall provide that all trades entered into on behalf of the client shall be subject to the Exchange Requirements and customs of the Exchange and the Clearing Corporation.

The term “member” where used in this section means and includes an affiliated company.

F.8.04
Margin Agreement Conflict

No margin agreement shall contain any provision which conflicts with Exchange Requirements.

No margin agreement shall contain provisions that such agreement is governed by the laws of a jurisdiction other than the jurisdiction where the member maintains the client’s account to which such agreement is applicable. 

Rule F.8.04 amended August 1, 2001

F.8.05
Margin Account Settlement

Settlement of each transaction in a margin account of a client shall be made on or before the settlement date by payment of the amount required under Rule F.8.06 to complete the transaction or by delivery of the required securities, as the case may be.

F.8.06
Payment

Payment by a client in respect of any margin account transaction may be by:

1.
cash or other immediately available funds;

2.
applying the loan value of securities to be deposited; or

3.
applying the excess loan value of the account or in a guarantor's account. 

F.8.07
Margin Account Restrictions

Each margin account of a client which has become undermargined shall, after twenty business days of the account becoming undermargined, be restricted only to trades which reduce the margin deficiency in the account.  Such restriction shall apply until the account is fully margined.  Advancing funds or delivering securities from the account of a client shall not be permitted as long as the account is undermargined or if such advance or delivery would cause the account to become undermargined.

Rule F.9.00
Client Account Transfers

F.9.01
Definitions

In this Rule, the expression:

"account transfer" means the transfer in its entirety of an account of a client with a member to another member at the request or with the authority of the client;

"delivering member" means, in respect of account transfer, the member from which the account of the client is to be transferred;

"receiving member" means, in respect of an account transfer, the member to which the account of the client is to be transferred;

"partial account" means, in respect of an account transfer, any assets and balances in the account of a client to be transferred from a delivering member to a receiving member which comprise less than the total assets and balances held by the delivering member for that account; and

"recognized depository" means an approved clearing corporation or depository which has been recognized by the Exchange.

F.9.02
Account Transfers

Each account transfer shall be effected wherever possible through the facilities or services of a clearing corporation or depository which has been recognized by the Exchange.  The procedures to be followed for such account transfers shall be as set out in Rule F.9.00.  The transfers of partial accounts shall be effected promptly by agreement between the receiving member and the delivering member on such reasonable terms as may be settled between them.

F.9.03
Authorization

1.
Each receiving member which receives a request from a client to accept an account shall provide the client with an authorization to transfer account letter in a form approved by the Exchange.

2.
On return of the authorization to transfer account letter, duly executed by the client, to the office designated by the receiving member, the receiving member shall promptly deliver such letter to the office designated by the delivering member together with a return date notification in a form approved by the Exchange.

3.
In addition, the receiving member shall ensure that such additional forms or documents as may be required in order to transfer accounts held by trustees, provincial stock savings plan accounts or additional accounts which cannot be transferred without such additional forms or documents, are duly completed and accompany the delivery of the authorization to transfer account letter and the return date notification to the delivering member.

F.9.04
Return Date Notification

On receipt of an authorization to transfer account letter and return date notification properly completed pursuant to Rule F.9.03, the delivering member shall duly complete the return date notification, prepare and attach a listing of the assets to be transferred and return a copy of the return date notification and listing to the receiving member by the return date deadline specified in the return date notification, which date shall be no later than two clearing days after the date of receipt of the return date notification.

F.9.05
Failure to Transfer

1.
If, for any reason, an impediment exists which prevents the requested transfer of an asset for an account from the delivering member to the receiving member, the delivering member shall forthwith notify the receiving member and the client in writing, identifying such asset(s), the reason for the inability to deliver, and requesting that written instructions or directions be forwarded by the client through the receiving member to the delivering member with regards to that asset.

2.
Transfer of the balance of assets belonging to the client shall be completed in accordance with Rule F.9.00.

F.9.06
Settlement

1.
Within five clearing days after the date of receipt of the return date notification, the delivering member shall input for affirmation through the recognized depository, all assets which can be affirmed through such depository.  Each asset shall be input for normal settlement or such other settlement date prescribed, or a pending new issue or pending delayed settlement trade, and shall be affirmed by the receiving member through the recognized depository prior to settlement date.

2.
No member shall affirm transfer of an account from another member which is not margined in accordance with regulatory requirements unless, at the time of the transfer affirmation, the receiving member has in its possession, sufficient available funds or collateral for the credit of the client to cover the deficiency in the account.

3.
Once the account transfer is affirmed, both the delivering member and the receiving member are bound to complete the affirmed transfers unless otherwise mutually agreed.

4.
Assets affirmed through a recognized depository shall be settled through that depository, if eligible.

5.
Any assets which cannot be transferred through recognized depositories shall be settled promptly over the counter or by such other appropriate means as may be agreed between the receiving member and the delivering member within the same time limits specified above for assets which can be affirmed through a depository.

F.9.07
Failure to Settle

If the delivering member fails to settle the transfer of any assets in the account of a client within ten clearing days after the later of settlement date or the date of affirmation of the relevant trade by the receiving member, the receiving member may complete the account transfer at its option by:

1.
buying in the unsettled position in accordance with the applicable rules and regulations of the recognized depository;

2.
establishing a loan of the assets from the receiving member to the delivering member through a recognized depository, which loan shall be marked to market and the relevant assets shall be deemed to have been delivered to the receiving member for the purpose of settling the account transfer; or 

3.
making such other mutually agreed arrangements with the delivering member such that the account transfer can be deemed to have been completed for the client.

F.9.08
Non-Certificated Mutual Funds

Assets in an account to be transferred in the form of non-certificated mutual fund securities shall be deemed transferred upon delivery by the delivering member to the receiving member of a duly completed "broker to broker mutual fund transfer" form as approved by the Exchange and a properly completed and endorsed power of attorney or by entry of transfer instructions in the electronic account transfer facility of Mutual Funds Clearing and Settlement Services Inc.

F.9.09
Miscellaneous Balances 

Balances comprising of interest or dividend receipts shall be settled promptly between a delivering member and a receiving member and the failure to settle such balances for any reason shall not constitute grounds for not complying with the account transfer procedures contained in Rule F.9.00.

F.9.10
Capital Charges

Delivering members shall not be subject to capital or margin charges in respect of affirmed assets which are in the process of being transferred in accordance with Rule F.9.00.  The receiving member shall be required to margin all affirmed assets or balances which are in the process of being transferred in accordance with Rule F.9.00.

F.9.11
Fees and Charges

The delivering member shall be entitled to deduct any fees or charges on accounts to be transferred prior to or at the time of transfer in accordance with that member's current published schedule for such fees and charges.

F.9.12
Exemptions

The Exchange may exempt a member from the requirements of Rule F.9.00 where it is satisfied that to do so would not be prejudicial to the interests of the member, its clients or the public and, in granting such exemption, the Exchange may impose such terms and conditions, if any, as it may consider necessary.

Rule F.10.00
Relationship Between Introducing Brokers and Carrying Brokers

F.10.01

For the purposes of this Rule, the following terms shall have the meaning set out below:

"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 or a loan and trust company governed by federal or provincial loan and trust company legislation;

"carrying broker" means the member or member of a self-regulatory organization that is a participating institution in the Canadian Investor Protection Fund that carries client accounts, which at a the minimum includes the clearing and settlement of trades, the maintenance of books and records of client transactions and the custody of some or all client funds and securities; and

"introducing broker" means the member or member of a self-regulatory organization that is a participating institution in the Canadian Investor Protection Fund who introduces client accounts to the carrying broker.

F.10.02

A member may, with the approval of the Exchange 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:

1.
another member; or

2.
a member of a self-regulatory organization that is a participating institution in the Canadian Investor Protection Fund.

F.10.03

A member shall not introduce accounts to anyone other than:

1.
another member; or

2.
a member of a self-regulatory organization that is a participating institution in the Canadian Investor Protection Fund.

F.10.04

For the purposes of this Rule F.10.00, arrangements whereby employees of a member's affiliated Canadian financial institution handle securities clearance and settlement, maintain records and perform operational functions on behalf of the member shall not be considered to be introducing/carrying arrangements for the purposes of this Rule F.10.00, provided that pursuant to the agreement, the employees of the member's Canadian financial institution affiliate handle custodial functions on a segregated basis in accordance with Rule F.4.00.

F.10.05

1.
Except as otherwise provided, an introducing broker may introduce clients to one carrying broker.  An introducing broker that introduces clients to a carrying broker shall enter into a written contract with the carrying broker to define, to an extent determined from time to time by the Exchange, the rights and obligations between them.

2.
Each such contract shall be in form satisfactory to the Exchange and shall be filed with the Exchange, and shall be effective only after the Exchange has given written confirmation that the contract is acceptable.

3.
Notwithstanding subparagraph (a), a member may enter into an introducing/carrying broker agreement with an additional broker exclusively for trading in futures contracts and options.
F.10.06

Each introducing or carrying broker that is a party to an introducing and carrying broker relationship as described in Rule F.10.05 above and that is not a member shall comply with all Exchange Requirements and its partners, directors, officers, shareholders and employees shall comply with all Exchange Requirements.
F.10.07

Each introducing/carrying broker arrangement must be classified as an Introducing Broker Arrangement Type I, Type II, Type III or Type IV and must meet the requirements for such arrangements as set out in this Rule F.10.00.

F.10.08
Introducing Broker Type I Arrangement

The parties shall execute an agreement in the form prescribed and approved by the Exchange and the arrangement shall meet the following criteria:

1.
Minimum Capital Requirement:  An introducing broker that is a party to an Introducing Type I Arrangement must maintain at all times minimum capital of $75,000 for the purposes of calculating its Risk Adjusted Capital.

2.
Margin Arising from Principal and Agency Business

a.
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 provisions of Rule G.1.00.

b.
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 Rule G.1.00.  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.

3.
Margin Offsets Permitted:  The carrying broker shall be permitted to offset any margin required to be maintained as determined in subparagraph (2) 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 re-classify that portion of the deposit which relates to the margin offset as a non-allowable asset on its Joint Regulatory Financial Questionnaire & Report (Form 1) or Monthly Financial Report.

4.
Reporting of Client Business:  In calculating the Risk Adjusted Capital required under Rule G.1.00, 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 Joint Regulatory Financial Questionnaire & Report (Form 1) or Monthly Financial Report.

5.
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.

6. Deposit:

a. 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.

b. The deposit provided by the introducing broker to the carrying broker shall be reported by the introducing broker as an allowable asset on its Joint Regulatory Financial Questionnaire & Report (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 re-classified as a non-allowable asset on the Joint Regulatory Financial Questionnaire & Report (Form 1) or Monthly Financial Report of the introducing broker.

7.
Concentration Calculation:  For the purposes of the concentration calculations required in Schedules 9 and 12 of the Joint Regulatory Financial Questionnaire & Report (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.

8.
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 Rule F.4.00.

9.
Free Credit Segregation:  The carrying broker shall be responsible for complying with the free credit segregation requirements of Rule G in relation to accounts of clients introduced to it by the introducing broker.

10.
Insurance:

a.
The introducing broker shall maintain minimum insurance protection of $200,000 as required by Exchange requirements.

b.
The introducing broker and the carrying broker each shall be responsible for providing Financial Institution Bond Clause (A) coverage for fidelity insurance as required under Rule G.4.00.

c.
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) as required under Rule G.4.00.

d.
Both the introducing broker and the carrying broker shall maintain adequate insurance for registered mail as required under Rule G.4.01.

11.
Required Disclosure on 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 Exchange, 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.

12.
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.

13.
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 Exchange Requirements.

14.
Responsibility for Compliance with all Non-Financial Exchange Requirements:  Unless otherwise specified in this Rule F.10.08, the introducing broker and the carrying broker shall be jointly and severally responsible for the compliance with all non-financial Exchange Requirements for each account introduced to the carrying broker by the introducing broker.

15.
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.

16.
Reporting of Principal Positions:  The introducing broker shall report all of its principal positions carried by the carrying broker as inventory on its Joint Regulatory Financial Questionnaire & Report (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 Joint Regulatory Financial Questionnaire & Report (Form 1) or Monthly Financial Report.

F.10.09
Introducing Broker Type II Arrangement

The parties shall execute an agreement in the form prescribed and approved by the Exchange and the arrangement shall meet the following criteria:

1.
Minimum Capital Requirement:  An introducing broker that is a party an Introducing Type II Arrangement must maintain at all times minimum capital of $250,000 for the purposes of calculating its Risk Adjusted Capital.

2.
Margin Arising from Principal and Agency Business:

a.
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 Rule G.1.00.

b.
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 Rule G.1.00.  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.

3.
Margin Offsets Permitted:  The carrying broker shall be permitted to offset any margin required to be maintained as determined in subparagraph (2) 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 tine if such offset.  Upon receiving notification of such offset, the introducing broker shall re-classify that portion of the deposit which relates to the margin offset as a non-allowable asset on its Joint Regulatory Financial Questionnaire & Report (Form 1) or Monthly Financial Report.

4.
Reporting of Client Balances:  In calculating the Risk Adjusted Capital required under Rule G.1.00, 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 Joint Regulatory Financial Questionnaire & Report (Form 1) or Monthly Financial Report.

5.
Net Client Balances/Funding Development:  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.

6.
Deposit:

a. 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.

b. The deposit provided by the introducing broker to the carrying broker shall be reported by the introducing broker as an allowable asset on its Joint Regulatory Financial Questionnaire & Report (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 re-classified as a non-allowable asset on the Joint Regulatory Financial Questionnaire & Report (Form 1) or Monthly Financial Report of the introducing broker.

7.
Concentration Calculation:  For the purposes of the concentration calculations required on Schedules 9 and 12 of the Joint Regulatory Financial Questionnaire & Report (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.

8.
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 Rule F.4.00.

9.
Free Credit Segregation:  The carrying broker shall be responsible for complying with the free credit segregation requirements of Rule G in relation to accounts of clients introduced to it by the introducing broker.

10.
Insurance:

a.
The introducing broker shall maintain minimum insurance protection of $500,000 as required by Exchange requirements.

b.
The introducing broker and the carrying broker each shall be responsible for providing Financial Institution Bond Clause (A) coverage for fidelity insurance as required under Rule G.4.00.

c.
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) as required under Rule G.4.00.

d.
Both the introducing broker and the carrying broker shall maintain adequate insurance for registered mail as required under by the Rule G.4.01.

11.
Required Disclosure on 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 Exchange, 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.

12.
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.

13.
Required Annual Disclosure:  At least annually, the introducing broker shall provide written disclosure, in the form satisfactory to the Exchange, 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 (12) above, the introducing broker need not provide annual disclosure as required by this subparagraph (13).

14.
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 Exchange Requirements.

15.
Responsibility for Compliance with all Non-Financial Exchange Requirements:  Unless otherwise specified in this Rule F, the introducing broker shall be responsible for the compliance with all non-financial Exchange Requirements for each account introduced to the carrying broker by the introducing broker.

16.
Cash Transactions:  The introducing broker may facilitate cash transactions on behalf of clients carried by the carrying broker through the use of an account in the name of either the carrying broker or the introducing broker.

17.
Reporting of Principal Positions:  The introducing broker shall report all of its principal positions carried by the carrying broker as inventory on its Joint Regulatory Financial Questionnaire & Report (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 Joint Regulatory Financial Questionnaire & Report (Form 1) or Monthly Financial Report.

F.10.10
Introducing Broker Type III Arrangement

The parties shall execute an agreement in the form prescribed and approved by the Exchange and the arrangement shall meet the following criteria:

1.
Minimum Capital Requirement:  An introducing broker that is a party to an Introducing Type III Arrangement must maintain at all times minimum capital of $250,000 for the purposes of calculating its Risk Adjusted Capital. 

2.
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 Rule G.1.00 and the introducing broker shall maintain the required margin.

3.
Margin Offsets Permitted:  The carrying broker shall be permitted to offset any margin required to be maintained as determined in subparagraph 2 against the loan value of any deposits made by the introducing broker with the carrying broker.

4.
Reporting of Client Balances:  In calculating the Risk Adjusted Capital required under Rule G.1.00, 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 Joint Regulatory Financial Questionnaire & Report (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 Joint Regulatory Financial Questionnaire & Report (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.

5.
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.

6.
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.

7.
Concentration Calculation:  For the purposes of the concentration calculations required in Schedules 9 and 12 of the Joint Regulatory Financial Questionnaire & Report (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.

8.
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 Rule F.4.00.

9.
Free Credit Segregation:  The carrying broker shall be responsible for complying with the free credit segregation requirements of Rule G.9.00 in relation to accounts of clients introduced to it by the introducing broker. 

10.
Insurance:

a.
The introducing broker shall maintain minimum insurance protection of $500,000 as required by Exchange requirements.

b.
The introducing broker and the carrying broker each shall be responsible for providing Financial Institution Bond Clause (A) coverage for fidelity insurance as required under Rule G.4.00.

c.
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) as required under Rule G.4.00.

d.
Both the introducing and the carrying broker shall maintain adequate insurance for registered mail as required under Rule G.4.01.

11.
Required Disclosure on 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 acknowledgment, in a form satisfactory to the Exchange, that the introducing broker has advised the client of the introducing broker's relationship to the carrying broker and of the relationship between client and the carrying broker.

12.
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.

13.
Required Annual Disclosure:  At least annually, the introducing broker shall provide written disclosure, in a form satisfactory to the Exchange, 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 (12) above, the introducing broker need not provide annual disclosure as required by this subparagraph (13).

14.
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 Exchange requirements.

15.
Responsibility for Compliance with all Non-Financial Exchange Requirements:  Unless otherwise specified in this Rule F.10.10, the introducing broker shall be responsible for the compliance with all non-financial Exchange Requirements for each account introduced to the carrying broker by the introducing broker.

16.
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.

17.
Reporting of Principal Positions:  The introducing broker shall report all of its principal positions carried by the carrying broker as inventory on its Joint Regulatory Financial Questionnaire & Report (Form 1) or Monthly Financial Report.  The carrying broker shall report all principal positions introduced to it by the introducing broker as a client account on its Joint Regulatory Financial Questionnaire & Report (Form 1) or Monthly Financial Report.

F.10.11
Introducing Broker Type IV Arrangement

The parties shall execute an agreement in the form prescribed and approved by the Exchange and the arrangement shall meet the following criteria:

1.
Minimum Capital Requirement:  An introducing broker that is a party to an Introducing Type IV Arrangement must maintain at all times minimum capital of $250,000 for the purposes of calculating its Risk Adjusted Capital. 

2.
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 Rule G.1.00 and the introducing broker shall maintain the required margin.

3.
Margin Offsets Permitted:  The carrying broker shall be permitted to offset any margin required to be maintained as determined in subparagraph (2) against the loan value of any deposits made with the carrying broker.

4.
Reporting of Client Balances:  In calculating the Risk Adjusted Capital required under Rule G.1.00, 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 Joint Regulatory Financial Questionnaire & Report (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 Joint Regulatory Financial Questionnaire & Report (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.

5.
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.

6.
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.

7.
Concentration Calculation:  For the purposes of the concentration calculations required in Schedules 9 and 12 of the Joint Regulatory Financial Questionnaire & Report (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.

8.
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 Rule F.4.00.

9.
Free Credit Segregation:   The introducing broker shall be responsible for complying with the free credit segregation requirements of Rule G.9.00 in relation to accounts of clients introduced to the carrying broker by the introducing broker. 

10.
Insurance:

a.
The introducing broker shall maintain minimum insurance protection of $500,000 as required by Exchange requirements.

b.
The introducing broker and the carrying broker each shall be responsible for providing Financial Institution Bond Clause (A) coverage for fidelity insurance as required under Rule G.4.00.

c.
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) as required under Rule G.4.00.

d.
Both the introducing and the carrying broker shall maintain adequate insurance for registered mail as required under Rule G.4.01.

11.
Required Disclosure on 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 acknowledgment, in a form satisfactory to the Exchange, 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.

12.
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.  If any guarantee or margin agreement are 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 Investor Protection Fund.

13.
Required Annual Disclosure:  At least annually, the introducing broker shall provide written disclosure, in the form satisfactory to the Exchange, 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 (12) above, the introducing broker need not provide annual disclosure as required by this subparagraph (13).

14.
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 Exchange Requirements.

15.
Responsibility for Compliance with all Non-Financial Exchange Requirements:  Unless otherwise specified in this Rule F.10.00, the introducing broker shall be responsible for the compliance with all non-financial Exchange Requirements for each account introduced to the carrying broker by the introducing broker.

16.
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.

17.
Reporting of Principal Positions:  The introducing broker shall report all of its principal positions carried by the carrying broker for the introducing broker as inventory on its Joint Regulatory Financial Questionnaire & Report (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 Joint Regulatory Financial Questionnaire & Report (Form 1) or Monthly Financial Report.

F.10.12
Exemption for Arrangements Between a Member and a Foreign Affiliate

Notwithstanding Rule F.10.02 through Rule F.10.07, on the application of a member, the Exchange may exempt any arrangements between a member and a member's foreign affiliate pursuant to which the member carries accounts of the foreign affiliate or its clients from the requirements of Rule F.10.02 through Rule F.10.11 provided that the arrangement meet the following criteria:

1.
Exemption Applicable to Affiliates of the member:  The exemption in this Rule F.10.12 shall apply only to arrangements between a member and a foreign affiliate of the member.  The member shall provide the Exchange with evidence satisfactory to the Exchange of such relationship and of the details of the arrangement between them. 

2.
Disclosure of Relationship to Clients of Foreign Affiliate:  The member shall ensure that the foreign affiliate, at least annually, provides written disclosure, in a form satisfactory to the Exchange, to each of the foreign affiliate's clients whose accounts are being carried by the member, outlining the relationship between the member and the member's foreign affiliate and the relationship between the member and the client of the foreign affiliate, and outlining any limitations on coverage of such client accounts by the Canadian Investor Protection Fund as determined by the Canadian Investor Protection Fund in conjunction with the Exchange and the other self-regulatory organizations from time to time.

3.
Approval by the Requisite Authority in the Foreign Affiliate's Jurisdiction:  The exemption provided in this Rule F.10.12 shall only be granted by the Exchange upon receipt by the Exchange of written approval from the regulatory authority in the foreign affiliate's jurisdiction acknowledging and approving the arrangement between the member and the member's foreign affiliate.

4.
Responsibility for Compliance with Exchange Requirements:  Foreign affiliates of a member that have an arrangement with the member as set out in this Rule F.10.12, are not required to comply with Exchange Requirements solely as a result of such an arrangement.

5.
Reporting of Balances:  In calculating its Risk Adjusted Capital required under Rule G.1.00, the member shall report one balance owing to or from its foreign affiliate in relation to the accounts of the clients which the member is carrying on behalf of its foreign affiliate on its Joint Regulatory Financial Questionnaire & Report (Form 1) or Monthly Financial Report.

6.
Segregation of Securities:  The member shall be responsible for segregating all securities which it holds for clients of its foreign affiliate in accordance with the segregation requirements of Rule F.4.00.

7.
Insurance:  The 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) as required under Rule G.4.00. 

Rule F.11.00
Uniform Settlement Rule

F.11.01


No member shall accept an order from a client pursuant to an arrangement whereby payment of securities purchased or delivery of securities sold is to be made to or by the client or a settlement agent of the client unless all of the following procedures are followed:

1.
The member shall have received from the client prior to or at the time of accepting the order, the name and address of the settlement agent and account number of the client on file with that agent. 

2.
Each order accepted from the client pursuant to such an arrangement is identified as a delivery or receipt against payment trade.

3.
The member will provide to the client a confirmation, by electronic, physical, facsimile or verbal means, of all relevant data customarily contained in a formal confirmation with respect to the execution of the order in whole or in part, as early as possible on the next business day after any such execution.

4.
The member has obtained an agreement from the client that the client will furnish his settlement agent with instructions with respect to the receipt or delivery of the securities involved in the transaction promptly upon receipt by the client of each such confirmation, or the relevant date and information as to each execution, relating to such order (even though such execution represents the purchase or sale of only a part of the order), and that in any event the client will ensure that his settlement agent confirms the transaction no later than the next business day after the date of execution of the trade to which the confirmation relates.

5.
The client and his settlement agent shall utilize the facilities or services of a recognized securities depository for the affirmation and settlement of all depository eligible transactions. This will include both book based and certificate based settlements. 

Notes and Understandings

The following transactions shall be exempt from the provisions of clause (5) above of this Rule:

1. transactions that are to be settled outside of Canada; and 

2. transactions wherein both a member organization and the settlement agent are not participants in the same securities depository.

3. For the purpose of this Rule, a "securities depository" shall be the Canadian Depository for Securities. 

4. For the purpose of this Rule, "depository eligible transactions" shall mean transactions in those securities for which affirmation and settlement can be performed through the facilities of a security depository by book entry settlement or certificate based settlement.

5. The exemptions contained in subclauses (1.), (2.) and (3.) above and the function of the "Rule" in whole or in part shall be periodically reviewed by the Exchange and industry groups to determine its functionality and effectiveness. 

Rule F.12.00
Display by Members of Participating Institutions of CIPF Coverage

F.12.01
Definitions

For the purpose of this Rule, the term:

"advertising" means any promotional material used in or on any newspaper, magazine, radio, video, television, telephone or cassette recording, motion picture, slide presentation, sign or billboard and any material promoting the services or business of the member, affiliated corporation, or approved person and any other sales literature disseminated through the communications media;

"CIPF" means Canadian Investor Protection Fund and "FCPE" means Fonds Canadien De Protection Des Epargnants;

"CIPF official explanatory statement" means the following statement: or such other statement as may be prescribed as such by CIPF from time to time for use by members;

"Clients' accounts” are protected by the Canadian Investor Protection Fund within specified limits.  A brochure describing the nature and limits of coverage is available upon request."

"CIPF official brochure" means any brochure or publication prescribed as such by CIPF for use by members;

"CIPF official symbol" means the symbol, mark or other designation prescribed as such by CIPF for use by members with the word "member" appearing on top of the official symbol.

F.12.02
Display at Premises

Each member shall conspicuously display in a prominent place at each of its locations to which clients have access the CIPF official symbol.  No member shall be required to display the CIPF official symbol until thirty (30) days after the first day of operation as a member.

F.12.03
Account Statements and Confirmations

Each member shall include on the front of each confirmation and account statement sent to a client the CIPF official symbol, and shall also include in legible print on either the front or the back (at the member's option) of each confirmation and account statement sent to a client the CIPF official explanatory statement in either English or French.  
F.12.04
CIPF Official Brochure

Each member shall make available to its clients on request the current version of the CIPF official brochure in either English or French as requested.

F.12.05
Advertising

Each member shall include in any written, visual or audio advertising the words "member CIPF" together with, at the option of the member, a reproduction of the CIPF official symbol.  Except as provided in this Rule, no member shall display any symbol relating to CIPF other than the CIPF official symbol or include any symbol, statement or explanation relating to CIPF or the member's membership in CIPF in any advertising, promotional or other materials other than the CIPF official symbol or CIPF official explanatory statement.

F.12.06
Members of CIPF 

For the purposes only of complying with this Rule and to the extent permitted by CIPF from time to time, members shall identify themselves as members of CIPF.

F.12.07
English/French Language

Subject to applicable laws, a member may comply with requirements of this Rule in either the English or French language.

F.12.08
Termination of Membership

Upon the termination or suspension of its Membership, each member shall  immediately cease using the CIPF official explanatory statement, CIPF official brochure or CIPF official symbol, and shall cease identifying itself as a member of CIPF.

F.12.09
Exemptions

A member may be exempted from all or part of the requirements of this Rule to the extent prescribed by CIPF from time to time or, upon application to the Exchange, if the Exchange is of the opinion that compliance with the requirements may be misleading to the public or may result in undue hardship to the member.
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