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Policy Statement CR02

Policy Statement concerning Securities Related
Transactions Between Members/Approved Persons and Clients

From time to time a Member or a partner, director or officer of a Member may engage in dealings with clients which are beyond the traditional brokerage and underwriting functions covered by the Exchange By-laws and Rules.  When the client is a listed company, the Listing Rules and Policies of the Exchange provide a framework in which Members and approved persons are permitted to provide goods and services for cash or shares from the company treasury.  This policy covers instances where a Member or approved person deals with a client other than a listed company (often a principal shareholder or promoter of the company).  Such non-traditional transactions arise when a Member/partner/director also acts as a dealer in (or casual vendor of) mining claims, patents, marketing rights or other assets; a provider of bridge financing or other loans; a "finder" or provider of consulting services.

After extensive consideration by a committee and comments from Members, the Exchange has determined that the following framework is in the public interest and consistent with other rules and practices of the Exchange.

1.
Members

Member firms (as distinct from approved persons) are permitted to have relationships with clients which include dealing in assets, lending and providing fee services.  All such transactions are, of course, to be accounted for in the books and records of the Member.

2.
Approved Persons

Subject to internal policies of the Member and providing that the level of activity is not inconsistent with the "full time" requirement for approval under the Securities Act, the rules of the Exchange do not bar partners/directors/officers from having such dealings with principal shareholders or promoters of listed companies.  Exchange Rule F.2.14 and the Manual for Registered Representatives already provide that registered representatives (who are not also partners, directors or officers) are proscribed from securities related business dealings with their clients, except for the customary securities advisor relationship.


The Member firm (Executive/Management Committee) with which the partner/director/officer is associated must be advised of any such dealings and must maintain an adequately detailed file of such transactions.  A review of such file will be part of the Exchange's examination program.

3.
Fees for services rendered and asset transactions should be negotiated in standard monetary units.  Except as provided in #7 below, they may not be negotiated/denominated in terms of shares of listed companies.

4.
Finders fees and other fees for services rendered by approved persons should be paid through the Member.  Payments by clients for purchases of assets, repayments of private loans, interest on loans, etc. may be made directly to the partner, director or officer involved, subject to the Member having a record of the transaction on file.

5.
In the normal course, the great majority of obligations for payment for goods and services or for repayment of loans will be honored on a timely basis (or renegotiated as to time and amount) and mature as standard commercial transactions.

6.
It is necessary, however, to recognize that some transactions between Members or partners/directors/officers of a Member and clients may result in obligations for payment which the client is unable to meet in cash (or may prefer to meet in shares) when it comes due.  In such circumstances, the client may offer shares of a listed company in settlement of the obligation.  The Exchange should not prevent the acceptance of such settlement but it should set out a procedure which is consistent with maintaining the integrity of an open public market.  The required procedure is set out in CR03.

7.
Members and directors/partners of Members who provide corporate finance/merchant banking services of a substantial nature in connection with the re-organization/re-financing  of a client are permitted to negotiate fees for such services in the form of shares or options on shares owned by the client.  The payment in shares is a trade in listed securities through the facilities of the Exchange.  Policy Statement and Procedural Guideline CR01, article 9, sets out the conditions and procedures relevant to such transactions.

Policy Statement CR03

Procedure for Settlement of a Client's Financial Obligation to a 
Member or Approved Person by Delivery of Listed Securities in Lieu of Payment

In the normal course of acting for clients or as a result of transactions with clients as described in Policy Statement CR02, Members and approved persons associated with Members may be owed money by their clients.  On some occasions, the financial obligations may fall into default, and by mutual agreement, it may be agreed that they will be settled by the delivery of shares of a listed company to the Member/approved person.  A delivery of this nature is a transaction which involves a Member/approved person and is therefore subject to Exchange rules.  Such transactions must be carried out through the facilities of the Member and in accordance with Exchange requirements.

1.
The agreement to settle the debt by delivery of shares must be set out in a letter from the client stating the origin of the obligation, the reason it has not been settled in the usual manner (for cash), the number of shares, the agreed price and the name of the security offered in settlement.

2.
The letter must also instruct the Member to cross the shares in an Exchange transaction and direct that the proceeds of the sale be transferred forthwith from the debtor to the account of the Member/approved person to whom the obligation is owed.


If the debt is owed to an approved person rather than the Member, the agreement must be acknowledged by the approved person.


The agreement to settle for shares must also be acknowledged by an appropriate officer of the Member attesting that the transaction has conformed to Exchange requirements.

3.
In order to accomplish the mechanics of the settlement set out in the letter, the shares will be offered through the facilities of the Exchange, down to the price agreed to between the two parties, with the Member/approved person providing a guaranteed purchase of the shares.


If the transactions on the Exchange will result in trades at significantly lower prices than the current market, the Exchange should be consulted.  If other purchasers buy some or all of the shares, so much the better.  In fact, the transaction is much like the sell out of an overdue cash or margin account except that it is known that there will be a purchaser at the price, by virtue of the agreement.

4.
Because the Member/approved persons’ buy order is specifically designed to meet the client's "sell" order, (and is not a bid available to other sellers on the Exchange), the Exchange will arrange for any portion of the transaction which is crossed to be put through on a "special terms" basis, free of interference on the sell side.

5.
The Member must keep a file of authorizations in respect of transactions used to settle a financial obligation between a client and the Member/approved person.  Exchange examiners will review this file as part of their field inspection program.

Policy Statement CR05

Policy Statement Regarding Provisions and
Exemptions Concerning Rule G.1.06 Control Blocks

The following provisions can be applied to the security holdings of control persons in the determination of margin eligibility status.

1.
If the member is not a control person, (and does not become one in the process) the firm will be allowed to liquidate shares of a control person held on margin to recover the debt owed.


This applies to those "control block" shares which were purchased in the pre-public stage, in the market, or issued pursuant to a Prospectus or Statement of Material Facts.  If, however, these shares were purchased under specific exemptions, the member may be restricted in selling the shares.  Legal counsel should be obtained at this stage.

2.
A control person of an Exchange issuer may freely dispose of, on or through the facilities of the Exchange, any securities acquired by the control person on the Exchange, up to a maximum of 5% of the outstanding securities of the issuer in any ninety day period.

3.
The Member must ensure proper adherence to the applicable securities legislation and regulations and appropriate exemptions where available

Policy Statement CR06

Minimum Industry Standards for Retail Account Supervision

Introduction

This Policy establishes minimum industry standards for retail account supervision.  These standards were developed by the Joint Industry Compliance Group.

These standards represent the minimum requirements necessary to ensure that a Member has in place procedures to properly supervise retail account activity.

The document does not:

1.
Relieve Members from complying with specific SRO by-laws, rules, regulations and policies and securities legislation applicable to particular trades or accounts; or


2.
Preclude Members from establishing a higher standard of supervision and in certain situations, a higher standard may be necessary to ensure proper supervision.

Many of the standards in this policy are taken from SRO by-laws and rules.  Securities legislation was generally not canvassed.  To ensure that the Member has met all applicable standards, Members are required to know and comply with all SRO by-laws, rules, regulations and policies and applicable securities legislation which may apply in any given circumstance.

The following principles have been used to develop these minimum standards:

1.
The term "review" in this Policy has been used to mean a preliminary screening to detect items for further investigation or an examination of unusual trading activity or both.  It does not mean that every trade must be reviewed.

2.
It has been assumed that Members have, or will provide, the necessary resources and qualified supervisors to meet these standards.

3.
The initial compliance with the "Know-Your-Client" rule and suitability of investment requirements are primarily the responsibility of the registered representative (RR).  The supervisory standards in this Policy relating to know-your-client and suitability are intended to provide supervisors with a check-list against which to monitor the handling of these responsibilities by the registered representative.

Policy Statement CR06

Minimum Industry Standards for Retail Account Supervision
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I
Establishing and Maintaining Procedures, 
Delegation and Education

Introduction
Effective self-regulation begins with the Member establishing and maintaining a supervisory environment which fosters both the business objectives of the Member and maintains the self-regulatory process.  To that end, a Member must establish and maintain procedures which are supervised by qualified individuals.  A major aspect of self-regulation is the ongoing education of staff in all areas of sales compliance.

1.
Establishing Procedures

a.
Member firms must appoint designated principals who have the necessary knowledge of industry regulations and Member firm policy to properly perform the duties.

b.
Written policies must be established to document supervision requirements.

c.
Written instructions must be supplied to all supervisors and alternates to advise them on what is expected of them.

d.
All policies established or amended should have senior management approval.

2.
Maintaining Procedures

a.
Evidence of supervisory reviews must be maintained.

b.
An ongoing review of sales compliance procedures and practices must be undertaken both at head office and at branch offices.

3.
Delegation of Procedures

a.
Tasks and procedures may be delegated but not responsibility.

b.
The Member must advise supervisors of those specific functions which cannot be delegated such as approval of new accounts and accepting discretionary accounts.

c.
The supervisor delegating the task must ensure that these tasks are being performed adequately and that exceptions are brought to his/her attention.

d.
Those who are delegated tasks must have the qualifications to perform them and should be advised, in writing, of their expected tasks.

4.
Education

a.
The firm's current sales practices and policies must be made available to all sales and supervisory personnel.

b.
Introduction and continuing education should be provided for all approved persons.

c.
Information contained in compliance related bulletins from SROs and Regulatory Organizations must be communicated to all sales and other approved persons.  Procedures relating to the method and timing of distribution of compliance related bulletins must be clearly detailed in the Member's written procedures.

II
Opening New Accounts (Retail Accounts)

Introduction
To comply with the "Know-Your-Client" rule, each Member must establish procedures to maintain accurate and complete information on each client.  The first step towards compliance with this rule is completing proper documentation when opening new accounts.  Accurate completion of the documentation when opening a new account allows both the RR and the supervisory staff to conduct the necessary review to ensure that recommendations made for any account are appropriate for the client and in keeping with his investment objectives.  Maintaining accurate and current documentation will allow the RR and the supervisory staff to ensure that all recommendations made for any account are, and continue to be, appropriate for a client's investment objective.

1.
Documentation

a.
A New Account Application Form (NAAF) must be completed for each new account.  Such forms shall be duly completed to conform with the "Know-Your-Client" rule.

b.
The new account must be approved by the branch manager or the designated director, partner or officer, in writing, prior to the initial trade or promptly thereafter (next day).

c.
Where the client is an employee of another dealer, written approval by the employer to open an account must be obtained prior to the opening of such an account.  Such accounts must be designated as non-client accounts.

d.
A complete set of documentation must be maintained by the firm and RRs must maintain a copy of the NAAF.

e.
The RR must update the copy of the NAAF where there is a material change in client information.

f.
When there is a change of RR, the new RR must verify the information on the NAAF to ensure it is current.

g.
Account numbers must not be assigned unless they are accompanied by the proper name and address of the client and such name and address must be supported by the NAAF no later than the following day.

2.
Pending Documents

a.
Firms must have procedures in place to ensure supporting documents are received within a reasonable period of time of opening the account.

b.
Incomplete NAAFs and documentation not received must be noted, filed in a pending documentation file and be reviewed on a periodic basis.

c.
Failure to obtain required documentation within 25 clearing days must result in positive actions being taken.

3.
Client Master Files

a.
Entering and amending client master files must be controlled and accompanied by proper documentation.

b.
All hold mail must be authorized by the client, in writing, and be controlled, reviewed on a regular basis and maintained by the responsible supervisor.

c.
Returned mail is to be properly investigated and controlled.

d.
For supervisory purposes, "non-client" accounts, RRSP accounts, managed accounts, discretionary accounts and restricted accounts must be readily identifiable.

III
Branch Office Account Supervision

Introduction
Each branch manager must undertake certain activities within the branch for purposes of assessing compliance with regulatory and the Member's requirements.  These activities should be designed to identify failures to adhere to required policy and procedure and provide a means of revealing undesirable account activity.

1.
Daily Activity

a.
New Account Approval


New Account applications must be reviewed and approved no later than the next day.  Alternate procedures for securing interim approval will be acceptable to prevent undue delays provided the manager applies prompt final approval following the initial transaction(s).

b.
Daily Activity Review(s)


The branch manager (or designate) must review the previous day's trading for unusual trading activity using any convenient means.  This review is undertaken to attempt to detect, among other things, the following:

· lack of suitability;

· undue concentration of securities;

· excess trade activity;

· trading in restricted securities;

· conflict of interest between RR and client trading activity;

· excessive trade transfers, trade cancellations, etc., indicating possible unauthorized trading;

· inappropriate/high risk trading strategies;

· quality downgrading of client holdings;

· excessive/improper crosses of securities between clients;

· improper employee trading;

· front running;

· account number changes;

· late payment; and

· outstanding margin calls.


In addition to transactional activity, managers must also keep themselves informed as to other client related matters such as:

· client complaints;

· cash account violations;

· undisclosed short sales; and

· trading under margin.

2.
Monthly Activity


Client and branch personnel monthly statements must be reviewed on a monthly basis and should encompass areas of concern as discussed in the daily activity review.


It is recognized that it may not be possible to review each statement produced.  However, managers must undertake to review all monthly statements which produce gross commissions of $1,000 or more for the month.


All non-client accounts must be reviewed on a monthly basis.


This review should be completed within 21 days of the period covered by the statement unless precluded by unusual circumstances.  Evidence of the review such as inquiries made, replies received, date of completion, etc., must be maintained for two years.

IV
Head Office Account Supervision

Introduction
A two-tier structure is required to adequately supervise client account activity.  While the head office or regional area level of supervision by its nature cannot be in the same depth as branch level supervision, it should cover all the same elements.

1.
Daily Reviews


The criteria to be used to conduct daily head office reviews is, among other things, the following:

· stock trades with a value over $5,000 and a price under $5.00 per share;

· stock trades with a value over $20,000 and a price at or over $5.00 per share;

· bond trades over $100,000 value per trade;

· non-client trading;

· client accounts of producing branch managers;

· all client accounts not reviewed by a branch manager;

· trade cancellations;

· trading in restricted accounts;

· trading in suspense accounts;

· account number changes;

· late payment; and

· outstanding margin calls.


There must be closer supervision of trading by approved persons who have had a history of questionable conduct.


Daily reviews should be completed within a day unless precluded by unusual circumstances.

2.
Monthly Reviews


The criteria to be used to conduct monthly head office reviews is, among other things, the following:

· clients' statements which generated more than $2,500 commission during the month;

· all client and non-client accounts not reviewed by a branch manager which generated more than $1000 commission during the month.


Special situations such as concentration of securities must be reviewed.


For all reviews, evidence should be kept of inquiries, responses and actions.


Monthly reviews should be completed within 21 days of the period covered by the statement unless precluded by unusual circumstances.

V
Option Account Supervision

Introduction
Each Member dealing in options or Exchange traded commodity and indexed warrants, must have an approved designated registered options principal (DROP) with overall responsibility for the opening of new option accounts and the supervision of account activity to ensure that all recommendations made for any account are, and continue to be, appropriate for the client and in keeping with his investment objectives.  In addition, there should be an alternate registered options principal (ROP) to assist in supervisory activities and to carry out the functions of the DROP in his/her absence.  All supervisory reviews must be conducted by options qualified personnel.  The DROP must ensure that only registered individuals engage in trading or advising in respect of options.  Any branch trading in options must have a branch manager who is options qualified.

1.
Account Opening and Approval

a.
The Option Trading Agreement and Option Account Approval Form must be completed, signed and on hand prior to the first trade.  This applies to new accounts or existing accounts approved for other products.

b.
The Option Trading Agreement contents must meet or exceed SRO requirements.

c.
All accounts must be approved, in writing, by the option qualified branch manager or the DROP or the alternate ROP.

d.
The Option Account Approval Form must indicate any trading restrictions imposed.

2.
Supervision

a.
Daily Reviews

· branch office must review daily trading activity for suitability, position limits, exercise limits, concentration, commission activity and exposure of uncovered positions;

· head office must review on a daily basis all option trading activity in excess of ten contracts in any one account.

b.
Monthly Reviews

· branch office must review on a monthly basis all option activity based on the same criteria as for regular equity trading activity;

· head office must review on a monthly basis all option activity based on the same criteria as for regular equity trading activity.

c.
DROP Responsibilities

· all discretionary and managed accounts must be reviewed by the DROP on a daily and monthly basis;

· the DROP must establish procedures to ensure clients are notified of impending expiry dates;

· the DROP must establish procedures allowing for the dissemination of new developments in the trading and regulation of options contracts in a prudent and appropriate manner; dissemination to all clients of any changes in a firm's business policy;

· all advertising and market letters to more than ten clients relating to options must be approved by the DROP;

· solicitation of clients to use option programs must have DROP approval.

VI
Futures/Futures Options Account Supervision

Introduction
Each Member dealing in futures must have an approved Designated Registered Futures Principal (DRFP) with overall responsibility for the opening of new futures accounts and the supervision of account activity.  The DRFP must ensure that only registered individuals engage in trading or advising in respect to futures and that all recommendations made for any account are and continue to be appropriate for the client and in keeping with his investment objectives.  These minimum standards also apply to futures contract options.

1.
Account Opening and Approval

a.
All accounts must be approved by a Branch Manager qualified as a Futures Contract Supervisor, DRFP or alternate prior to trading.

b.
All clients must acknowledge,  in writing, receipt of the Information Statement and the Summary Disclosure Statement prior to trading.

c.
Clients must sign a Futures Contract Trading Agreement or Letter of Undertaking prior to trading.

d.
Before granting approval to a client as a hedger, procedures must be present for establishing acceptability of a client as a  hedger including use of hedge letter or statement and verification procedures.

e.
Any trading restrictions which apply to the account must be written on the new client account form.

2.
Review of Trading


A firm must review all futures trading on both a daily and monthly basis.

a.
Daily Review


Members must conduct daily reviews for futures and futures options trading activity.  For example, a Member must review:

· excessive day trading resulting in trading large numbers of contracts;

· trading while under margin;

· trading futures/futures options without approval;

· trading beyond margin or credit limits;

· cumulative losses exceeding stated risk capital (the aggregate of cumulative profits and cumulative losses);

· suitability;

· inappropriate trading strategies;

· position and exercises limits;

· front running;

· conflicts of interest;

· excessive commission activity; and

· all guaranteed accounts.

b.
Monthly Review


Members must conduct monthly reviews for futures and futures options trading activity.  For example, a Member must review:

· speculative trading in hedge accounts;

· cumulative losses exceeding stated risk capital (the aggregate of cumulative profits and cumulative losses);

· trading beyond approved limited;

· continual awareness of pending delivery months;

· acceptability of a client as hedger; and

· all guaranteed accounts.

3.
Discretionary Accounts


Futures discretionary accounts must meet all the requirements for equity discretionary accounts.  In addition to the requirements for equity discretionary accounts, a DRFP must conduct the following additional activities for futures and futures options:

· Discretionary authority must be accepted, in writing, by DRFP.

· DRFP must review monthly financial performance of each account.

VII
Discretionary Account Supervision

Introduction
Simple discretionary accounts relate to accounts where the discretionary authority has not been solicited.

Managed accounts are investment portfolios solicited for discretionary management on a continuing basis whereby the firm has held itself out as having special skills or abilities regarding the management of investment portfolios.

The Member must consent to accepting discretionary accounts and have the proper documentation and supervisory procedures in place to handle such accounts.  A policy under which discretionary accounts are handled must be developed by the firm and distributed to all approved persons.

1.
Simple Discretionary Accounts

a.
Client must request his account be handled on a discretionary basis indicating reason for the discretion.

b.
Request for discretion must be approved, in writing, by a partner, director or officer appointed as a designated person.

c.
A discretionary Account Agreement must be signed by the client and the Member and must include any restrictions to the trading authorizations which must be agreed to by the partner, director or officer.

d.
No approved person may exercise discretionary authority over a client unless the account is maintained with the employer of the approved person.

2.
Entry of Orders

a.
All discretionary orders must be marked as such at the time of entry.

b.
All orders for discretionary accounts handled by RRs must be approved by a partner, director, branch manager or officer (if the officer is a designated person).

c.
If the Member firm is publicly traded, no discretionary account may hold those shares.

3.
Account Supervision

a.
Discretionary client account reviews must include all discretionary accounts handled by RRs, branch managers, partners, directors and officers.

b.
Persons conducting reviews must have adequate "Know-Your-Client" information readily available for each discretionary account.

c.
Firms must identify in its books and records discretionary accounts to ensure that proper supervision can occur.

d.
Financial performance reviews of discretionary accounts must be done monthly by head office.

Note:  Orders initiated for client accounts by producing branch managers and partners, directors and officers must be reviewed no later than the next day by head office.


4.
Termination of Agreement


Either the client or the Member may cancel the authorization for discretion provided that it is, in writing, given an effective date which allows the client to make other arrangements.  The firm must give the client 30 days notice.

5.
Managed Accounts


The firm must be approved by the SRO to handle managed accounts and comply with all the requirements which are specifically detailed in the by-laws, rules and policies of the SRO.  Only qualified portfolio managers may handle managed accounts.

6.
Approval for Managed Accounts

a.
Client must sign a Managed Account Agreement.

b.
Member must accept managed accounts, in writing, signed by a designated partner, director or officer.  The authorization must indicate the client's investment objectives.

c.
Member must designate, in writing, one of the partners, directors or officers to assume supervisory responsibility for each managed account and the client must be informed, in writing, of the identity of that individual or any subsequent changes thereto.

7.
Restrictions for Managed Accounts


In a managed account, the Member cannot without the written consent of the client:

a.
Invest in an issuer in which the responsible person is an officer or director.  No such investment may be made unless such office or directorship has been disclosed to the client.

b.
Invest in a security which is being bought or sold from a responsible persons’ account to a managed account.

c.
Make a loan to a responsible person or to an associate.

8.
Cancellation


The Member must receive and acknowledge, in writing, cancellation by the client.  The Member may terminate the arrangement, in writing, provided that it is not earlier than 30 days from the time of mailing.

VIII
Client Complaints

Each Member must establish procedures to deal effectively with client complaints.

1.
Each Member must acknowledge all written client complaints.

2.
Each Member must convey the results of its investigation of a client complaint to the client in due course.

3.
Client complaints involving a registrant's sales practices must be in writing and must be handled by qualified sales supervisors/compliance staff.  Copies of all such written submissions must be filed with the Compliance Department of the Member.

4.
Each Member must ensure that all pending legal actions are made known to head office.

5.
Each Member must ensure that RRs and their supervisors are made aware of all complaints filed by their clients.

6.
Each Member must put procedures in place so that senior management is made aware of complaints of serious misconduct and of all legal actions.

7.
Each Member must maintain an orderly record of complaints together with follow-up documentation for regular internal/external compliance reviews.  This record must cover the past two years at least.

8.
Each Member must establish procedures to ensue that breaches of the by-laws, rules and policies of the SROs are subjected to appropriate internal disciplinary procedures.

9.
When a Member finds complaints to be a significant factor, internal procedures and practices should be reviewed, with recommendations for changes to be submitted to the appropriate management level.

Policy Statement CR07 

Internal Control Policy Statements
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Internal Control Policy Statement 1
General Matters

This Policy Statement is one in a series that prescribes requirements for and provides guidance on compliance with the requirement in Rule G.3.20 that states "every Member shall establish and maintain adequate internal controls in accordance with the Internal Control Policy Statements in Policy No. CR07".

Internal Control is defined as follows:


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

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

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

1.
Recommended provisions set out in these Policy Statements;

2.
Authoritative literature such as the Internal Control  Guidelines published by the Investment Dealers Association of Canada and publications of the Canadian Institute of  Chartered Accountants;

3.
Comments on internal control that may have been made by internal and external auditors and by industry regulators, and actions that the Member has taken as a result;

4.
The balance struck between preventive and detective internal controls.  "Preventive controls are those which prevent, or minimize the chance of occurrence of, fraud and error.  Detective controls do not prevent fraud and error but rather detect them, or maximize the chance of their detection, so that corrective action may be promptly taken.  The known existence of detective controls may have a deterrent effect, and be preventive in that sense."  (CICA Handbook, 5205.13);


The extent of preventive controls implemented by a Member will depend on management's view of the risk of loss and the cost-benefit relationship of controlling such risk.  Where the inherent risk is high (e.g., cash, negotiable securities), the cost of effective preventive controls will usually be warranted and expected by industry regulators.  On the other hand, where the inherent risk is very low (e.g., prepaid expenses, stock exchange seats), the cost of preventive controls would usually not be warranted nor expected by industry regulators.  Further, in a circumstance where a preventive control is warranted, a detective control should not be considered to be a suitable alternative unless it will result in prompt detection of fraud and error and provide near certainty of recovery of the property that is the subject of the fraud or error;


For example, the safeguarding of customers' segregated securities warrants the implementation of highly effective preventive controls.  Accordingly, Members safeguard such securities by placing them in recognized depositories whenever possible or storing them in bank and/or in-house vaults of an appropriate class suitable to insurers.  It would not be appropriate to keep such securities in standard filing cabinets even if such securities were counted monthly since the risk of loss would be high and the possibility of recovery could be very low; and

5.
Industry practice.

Determining whether internal control is adequate is a matter of judgment.  However, a Member should not consider internal control to be adequate if it does not reduce to a relatively low level the risk of failing to meet control objectives stated in this series of Policy Statements and, as a consequence, one or more of the following conditions has occurred or could reasonably be expected to do so:

1.
A Member is inhibited from promptly completing securities transactions or promptly discharging the Member's responsibilities to clients, to other brokers, or to the industry;

2.
Material financial loss is suffered by the Member, clients or the industry;

3.
Material misstatements occur in the Member's financial statements; and

4.
Violations of regulations occur to the extent that could reasonably be expected to result in the conditions described in (1) to (3) above.

Other Policy Statements in this series set out control objectives, required and recommended firm policies and procedures and indications that internal control is not adequate.  While recommended firm policies and procedures will be appropriate in many cases to meet the stated objectives, they constitute merely one of a number of methods which members may utilize.  It is recognized that Member firms may conduct their business in compliance with legal and regulatory requirements although they may employ procedures which differ from the recommended firm policies and procedures contained in the Policy Statements.  The information is designed to provide guidance to Member firms in the preparation of procedures tailored to the specific needs of their individual environment in meeting the stated control objectives.

Members must maintain a detailed written record which as a  minimum should include the specific policies and procedures approved by senior management to comply with these Internal Control Policy Statements.  These policies and procedures must be reviewed and approved by senior management at least annually, or more frequently as the situation arises, for their adequacy and suitability.  One method of documentation is to note on a copy of this Statement the policies and procedures selected, and details of their performance such as who performs them, when, and how performance is evidenced.  Other forms of documentation, such as procedures manuals, flowcharts and narrative descriptions are recommended.

Internal Control Policy Statement 2
Capital Adequacy

This Policy Statement is one in a series that prescribes requirements for and provides guidance on compliance with the requirement in Rule G.3.20 that states "every Member shall establish and maintain adequate internal controls in accordance with the Internal Control Policy Statements in Policy No. CR07".  It should be read in the context of Policy Statement No. 1 dealing with General Matters.

This Policy Statement focuses on the monitoring of a Member firm's capital position, principally through its system of management reporting.  The effectiveness of such monitoring depends in large measure on the timeliness, completeness and accuracy of the accounting books and records from which those management reports are drawn.  Establishing and maintaining policies and procedures to ensure such timeliness, completeness and accuracy is part of a Member's responsibility for internal control.  However, these matters are outside the scope of Policy Statement No. 2.

Control Objective
To monitor and act upon information produced by the management reporting system so that Risk Adjusted Capital is maintained at all times in an amount at least equal to the minimum required by regulation.

Minimum Required Firm Policies and Procedures
1.
The Chief Financial Officer is responsible for continuous monitoring of the capital position of the firm to ensure that at all times Risk Adjusted Capital is maintained as prescribed by Exchange Rules;

2.
The firm's planning process recognizes the projected capital requirements resulting from current and planned business activities;

3.
Activity limits for the major functional areas of the firm (such as capital markets, principal trading, borrowing/lending, etc.) are designed to ensure that the combined operations of the firm maintain at least the minimum required amount of Risk Adjusted Capital;

4.
Such activity limits are approved by senior management and communicated to the executives responsible for the various major functional areas.  Actual performance is compared to such limits by the Chief Financial Officer or designated person assigned the task of monitoring the capital position, and breaches are reported promptly to senior management;

5.
At least weekly, but more frequently if required (e.g., the firm is operating close to Early Warning levels or volatile market conditions exist), the Chief Financial Officer or designated personal assigned the task for monitoring the capital position documents that he/she has:

a.
received management reports produced by the accounting system showing information relevant to estimation of the capital position;

b.
obtained other information concerning items that, while they may not yet be recorded in the accounting system, are likely to significantly affect the capital position (e.g. bad and doubtful debts, unreconciled positions, underwriting and inventory commitments and margin requirements);

c.
estimated the capital position, compared it to planned capital limits and the prior period and reported adverse trends or variances to senior management;

6.
Senior management takes prompt action to avert or remedy any projected or actual capital deficiency and reports any deficiencies, when required, immediately to the appropriate regulators;

7.
The month-end estimate of Risk Adjusted Capital is reconciled to the Monthly Financial Report submitted for regulatory filing.  Material discrepancies are investigated and steps taken to preclude re-occurrence; and

8.
At least annually there is a documented supervisory review of the firm's management reporting system related to capital, to identify and implement changes required to reflect developments in the business or in regulatory requirements.

Indications that Internal Control is not Adequate
1.
The accounting system produces information that is late or requires correction;

2.
Staff responsible for preparing Risk Adjusted Capital reports lack an understanding of the regulatory requirements;

3.
Chief Financial Officer or person designated with the supervisory task of monitoring the capital position of the firm lacks an understanding of the business of the different functional areas of the firm and cannot properly evaluate their activities level and capital/risk implications for the firm;

4.
No steps are taken to establish the reliability of management reports utilized to monitor the capital position;

5.
Planning procedures fail to take into account the impact of planned activities on required capital;

6.
The firm is operating unexpectedly near its Early Warning levels; and

7.
The firm experiences significant unexpected changes in its capital position.

Internal Control Policy Statement 3
Insurance

This Policy Statement is one in a series that prescribes requirements for and provides guidance on compliance with the requirement in Rule G.3.20 that states "every Member shall establish and maintain adequate internal controls in accordance with the Internal Control Policy Statements in Policy No. CR07".  It should be read in the context of Policy Statement No. 1 dealing with General Matters.

Control Objective
To ensure that:

1.
The firm is in compliance with regulatory requirements for insurance;

2.
Other insurance coverage is in accordance with business needs; and

3.
Insurable losses are identified and claimed on a timely basis.

Minimum Required Firm Policies and Procedures
1.
Insurance requirements and level of coverage are reviewed and approved at least annually by the Member's Executive Committee or Board of Directors;

2.
A senior officer of the firm is designated by the Member's Executive Committee or Board of Directors as responsible for insurance matters;

3.
The senior officer or designated person assigned the task reviews the terms of insurance policies regularly and ensures that the Member's operating procedures are designed to result in compliance with policy terms and regulations;

4.
The senior officer or designated person assigned the task monitors business changes to evaluate the need for changes in coverage or operating procedures;

5.
The senior officer or designated person assigned the task monitors business operations to ensure that insured losses are identified, insurer notified and claimed on a timely basis and their effect on aggregate limits are taken into account; and

6.
Senior management takes prompt action to avert or remedy any projected or actual insurance deficiency and reports any deficiencies, when required, immediately to the appropriate regulators.

Indications that Internal Control is not Adequate
1.
Staff responsible for insurance matters are ill-informed of their duties or insufficiently trained;

2.
Material breaches of insurance policies which could result in denial of coverage are not detected on a timely basis;

3.
No steps are taken to establish the reliability of reports utilized for the monitoring of variables that may affect insurance coverage;

4.
Failure to report claims or failure to recover on claims thought to be covered; and

5.
Deficiencies in coverage are indicated on regulatory capital filings.

Internal Control Policy Statement 4
Segregation of Clients' Securities

This Policy Statement is one in a series that prescribes requirements for and provides guidance on compliance with the requirement in Rule G.3.20 that states "every Member shall establish and maintain adequate internal controls in accordance with the Internal Control Policy Statements in Policy No. CR07".  It should be read in the context of Policy Statement No. 1 dealing with General Matters.

Control Objective
To segregate clients' fully-paid and excess margin securities so that:

1.
The firm is in compliance with regulatory and legal requirements for segregation; and

2.
Fully-paid and excess margin securities are not improperly used.

Minimum Required Firm Policies and Procedures
1.
At least twice weekly the information system produces a report of items requiring segregation (the "segregation report");

2.
Items requiring segregation are placed in "acceptable securities locations" as defined by Exchange Rules on a timely basis;

3.
Written Custodial Agreements with applicable regulatory provisions exist for securities held at acceptable securities locations;

4.
Securities are moved into or out of segregation only by authorized personnel;

5.
There is a daily supervisory review of compliance with segregation requirements for clients’ securities according to the latest segregation report and of action taken to settle previously identified deficiencies;

6.
If any segregation deficiency exists, the most appropriate action prescribed by Exchange Rules required to settle the deficiency is taken expeditiously;

7.
There is supervisory review or other procedures in place to ensure the completeness and accuracy of segregation reports;

8.
If any segregation deficiency is identified in such supervisory review, the most appropriate action required to settle the deficiency is taken expeditiously;

9.
Management has set reasonable guidelines so that any material segregation deficiency is reported to senior management on a timely basis; and

10.
At least annually there is a documented supervisory review of firm policies and procedures to identify and correct any divergence from regulatory requirements.

Indications that Internal Control is not Adequate
1.
Insufficient attention is paid to preventing violations of legal and regulatory provisions concerning securities held in segregation, including preventing the hypothecation of fully-paid and excess margin securities;

2.
Staff responsible for segregation procedures are ill-informed of their duties or insufficiently trained;

3.
No steps are taken to establish the reliability of segregation reports utilized (e.g. by a service bureau);

4.
Segregation deficiencies persist for an extended period of time without proper management attention; and

5.
Securities are held at locations that do not meet the criteria of an acceptable securities location and/or without a written Custodial Agreement.

Internal Control Policy Statement 5
Safekeeping of Clients' Securities

This Policy Statement is one in a series that prescribes requirements for and provides guidance on compliance with the requirement in Rule G.3.20 that states "every Member shall establish and maintain adequate internal controls in accordance with the Internal Control Policy Statements in Policy No. CR07".  It should be read in the context of Policy Statement No. 1 dealing with General Matters.

Control Objective
To provide safekeeping services to clients so that:

1.
The firm is in compliance with regulatory requirements for safekeeping; and

2.
Securities in safekeeping are not improperly used.

Minimum Required Firm Policies and Procedures
1.
Securities held in safekeeping are held pursuant to a written safekeeping agreement with the client;

2.
There are procedures in place to ensure that safekeeping securities are kept apart from all other securities;

3.
Securities held in safekeeping are recorded as such in the firm's securities position records, client's ledger and statement of account; and

4.
Securities held in safekeeping are released only on instruction from the client.

Indications that Internal Control is not Adequate
1.
Insufficient attention is paid to preventing violations of legal and regulatory provisions concerning securities held in safekeeping, including those requiring them to be:

a.
kept apart from all other securities held by the firm;

b.
not used to finance the operations of the firm;

c.
registered in the name of the client;

d.
not released solely because the client has become indebted to the firm;

2.
A client's power of attorney on hand for securities held in safekeeping is held by personnel having access to the securities; and

3.
Physical access to securities held in safekeeping is not restricted to a minimum number of authorized persons.

Internal Control Policy Statement 6
Safeguarding of Securities and Cash

This Policy Statement is one in a series that prescribes requirements for and provides guidance on compliance with the requirement in Rule G.3.20 that states "every Member shall establish and maintain adequate internal controls in accordance with the Internal Control Policy Statements in Policy No. CR07".  It should be read in the context of Policy Statement No. 1 dealing with General Matters.

Control Objective
To safeguard both firm and client securities and cash so that:

1.
Securities and cash are protected against material loss; and

2.
Potential losses are detected and reported (for regulatory, financial and insurance purposes) on a timely basis.

Minimum Required Firm Policies and Procedures
(It is recognized that Members with small operations may not be able to comply with the segregation of duties requirements due to the limitation inherent in the size of their firm and operations.  To the extent that these minimum requirements are inappropriate in the operations of such Members, they would not be required to follow them and must implement compensating control procedures to meet the stated control objectives of this Policy Statement).

1.
Receipt and Delivery of Securities

a.
personnel responsible for the receipt and delivery of securities do not have access to the record keeping of such securities;

b.
securities handling is done in a restricted and secure area;

c.
receipts and deliveries are promptly and accurately recorded (certificate numbers, registrations, coupon numbers, etc.);

d.
negotiable certificates delivered through the mail are sent by means of registered mail; and

e.
signed receipts are obtained from the client or agent for all securities delivered free;

2.
Restricted Access to Securities

a.
only designated individuals are permitted to physically handle securities;

b.
physical handling of securities is carried out in a restricted and secure area;

c.
custody of securities is entrusted to individuals not involved in maintaining or balancing of stock records; and

d.
vault facilities are physically appropriate to the value and negotiability of the securities they contain;

3.
Clearing

a.
clearing reports containing the settlement activity from the previous day are compared and balanced to company records promptly;

b.
the reconciliation of the clearing or settlement of accounts should be performed by firm personnel independent of trading;

c.
prompt action is taken to correct differences;

d.
aged "fails" to deliver and receive are reviewed regularly to determine reason(s) for delay in settlement;

e.
any fail that continues for an extended period of time is reported promptly to senior management;

f.
client securities are not used in settling short "pro" sales unless the client's written permission has been obtained, appropriate collateral is provided to the client, and the use of such securities is not contrary to any laws;

g.
clearing records are reconciled regularly to clearing house and depository records to ensure agreement of securities and cash on deposit;

4.
Depositories

a.
a risk assessment is performed on any securities location which holds securities on behalf of the firm and its clients;

b.
limits are set on the value of securities or other assets (e.g. gold, letters of credit, dividends, interest, etc.) held at any securities location;

c.
the firm has a suitable written agreement with each acceptable securities location used to hold securities as required by Exchange Rules;

d.
processing controls include an adequate division of duties over the recording of entries and over the initiation of transfers made on the records of the depositories (e.g. transfers between "free" and "seg"); and

e.
security and other asset positions as per the company's records are reconciled on a regular basis (at least monthly) to the positions as per the custodian's records.  Differences are investigated and appropriate adjustment entries are made;

5.
Security Records

a.
personnel responsible for maintaining and balancing stock records are not involved in custody of the physical securities;

b.
stock records are promptly updated to reflect changes in the location and ownership of all securities under the firm's control; and

c.
journal entries made to stock records are clearly identified and adjustments are properly reviewed and approved before processing;

6.
Security Counts

a.
segregated and safekeeping securities are counted at least once a year in addition to the count conducted during the annual external audit as required by Exchange Rules;

b.
securities contained in current boxes are counted at least monthly;

c.
interim surprise counts are conducted by individuals other than those who have custody of securities;

d.
count procedures ensure that all physical securities are included and related positions such as transit and transfers are also verified simultaneously; and

e.
during a security count, both the description of the security and quantity should be compared to the records of the firm.  Any discrepancies should be investigated and corrected promptly.  Positions not reconciled within a reasonable period are reported promptly to senior management and the capital impact, if any, are accounted for promptly;

7.
Branch Transits

a.
separate transit accounts are used on the security position records to record the location of certificates in transit between each office of the firm.  These accounts are reconciled on a monthly basis;

b.
entries are made to book out securities to or from the branch to the transit account, and then upon physical receipt the securities are booked from the transit account to the receiving branch;

c.
the receiving branch checks securities received against the accompanying transit sheet; and

d.
methods of transportation selected for securities in transit comply with insurance policy terms and take into account value, negotiability, urgency, and cost factors;

8.
Transfers

a.
a record is maintained showing all securities sent to and held by transfer agents;

b.
authority to request transfers into a name other than the firm's name is restricted to designated individuals outside the transfer department and is permitted only in respect of fully-paid securities (new issues excepted);

c.
the transfer department executes transfers only upon receipt of a properly authorized request;

d.
securities out for transfer are recorded as such in the firm's security position record;

e.
all positions for securities at transfer agents are supported by a receipt;

f.
an aging of all transfer positions is prepared weekly and reviewed by management to verify the validity of the positions and the reasons for any undue delay in receiving securities from transfer agents; and

g.
the duties of personnel handling transfers do not include other security cage functions such as deliveries, current box or segregation;

9.
Re-Organization

a.
a formal procedure exists to identify and document the timing and terms of all forthcoming rights, offers, etc.;

b.
there is a clear method of communicating forthcoming re-organization activity to the sales force, including deadlines for submitting special instructions in writing including any special handling procedures required around the key dates;

c.
responsibilities for organizing and handling each offer are clearly assigned to a single person or department;

d.
procedures to balance positions daily and to provide for the physical control of these securities are clearly defined; and

e.
suspense accounts involving offers and splits are reconciled and reviewed regularly;

10.
Dividends and Interest

a.
a system is in place to accrue the total amounts of dividends and interest payable and receivable at due date;

b.
individuals in charge of record keeping do not handle cash or authorize payments;

c.
dividend and interest accounts are reconciled at least monthly and reviews performed of aged dividend receivables;

d.
write-offs are authorized by the department manager or other senior personnel only;

e.
journal entries to and from dividend and interest accounts are approved by the supervisor/manager;

f.
other than as part of an automatic settlement system, dividend claims are not paid unless accompanied by supporting documents, proof of registration, etc.  Such supporting documents are compared to internal records for validity and approved by a senior member of the department;

g.
non-resident tax is withheld where applicable by law; and

h.
a system is in place to ensure appropriate reporting of client income for income tax purposes, as required by law;

11.
Internal Accounts

a.
internal accounts are reconciled at least monthly; and

b.
the reconciliation is subject to a supervisory review;

12.
Cash

a.
a senior official is responsible for reviewing approving all bank reconciliations;

b.
bank accounts are reconciled, in writing, at least monthly, with an identification and dating of all reconciling items;

c.
journal entries to clear reconciling items are made on a timely basis and approved by management;

d.
the reconciliation of bank accounts is performed by someone without incompatible functions, including access to funds (both receipts and disbursements), access to securities and record keeping responsibilities, including the authority to write or approve journal entries;

e.
approval levels required to requisition a cheque are established by senior management;

f.
cheques are pre-numbered and numerical continuity is accounted for;

g.
cheques are signed by two authorized individuals;

h.
cheques are only signed when the appropriate supporting documentation is provided.  The supporting documentation is cancelled after the cheque is signed; and

i.
where facsimile signature is used, access to the machine is limited and supervised.

Recommended Firm Policies and Procedures Messengers
1.
Background checks are performed when messengers are hired to ensure their integrity and reliability;

2.
Messengers receive adequate training;

3.
Messengers perform an initial inspection of cheques and securities received for quantity, amount, description, negotiability, etc.;

4.
Messengers obtain a receipt or valid security of equivalent value upon delivery of cheques or securities; and

5.
Management set carrying limits and monitors them to ensure compliance with insurance policy terms.

Indications that Internal Control is not Adequate
1.
There is a significant number and dollar value of unreconciled positions and balances;

2.
Significant differences in reconciliations are not resolved on a timely basis;

3.
A large number of staff is involved in reconciling positions; and

4.
Material losses have occurred.

Policy Statement CR08

Circuit Breaker Policy

Except as otherwise directed by the President, in the event The New York Stock Exchange invokes its circuit breaker policy, the CDNX shall halt and reinstate trading in all securities in cooperation with the other Canadian exchanges.

Policy Statement CR09

Course and Examination Exemptions

Introduction

This Policy outlines the exemptions that exist from the Exchange’s course and examination requirements for persons seeking to be registered in certain categories of registration.  This Policy exempts applicants from the requirement to rewrite courses or examinations that they have successfully completed if they are re-entering the industry, re-registering in a category or seeking initial registration within certain time periods.  This Policy also provides exemptions to applicants from the requirements to initially write a course or examination if the applicant satisfies one of the specifically enumerated exemptions based on grandfathering provisions or the successful completion of other courses and examinations.  In addition, this Policy sets out the basis upon which staff of the Exchange may grant a discretionary exemption.

Definitions

For the purposes of this Policy No. CR09:

“approved person” means an applicant that is approved by and registered with a self-regulatory organization in a category of registration; 

“IFIC” means the Investment Funds Institute of Canada; and

“recognized foreign self-regulatory organization” means a foreign self-regulatory organization which offers a reciprocal treatment to Canadian applicants and which has been approved as such by the Exchange.

All courses and examinations, unless otherwise specified, are administered by the Canadian Securities Institute.

A.
Exemptions from Rewriting

1. The Canadian Securities Course
An applicant shall be exempt from rewriting the Canadian Securities Course if the applicant

(a) was an approved person, currently seeking to re-enter the industry within the same category of registration within five years of their registration lapsing; 

(b) is an approved person, currently seeking re-registration within the same category of registration within five years of that category of registration lapsing; or

(c) is currently seeking registration within three years and four months of successfully completing the Canadian Securities Course.

2.
The Conduct and Practices Handbook Course (formerly the Registered Representative Manual Examination)

An applicant shall be exempt from rewriting the Conduct and Practices Handbook Course if the applicant

(a) was an approved person, currently seeking to re-enter the industry within the same category of registration within three years of their registration lapsing; 

(b) is an approved person, currently seeking re-registration within the same category of registration within three years of that category of registration lapsing; or

(c) is currently seeking registration within two years of successfully completing the Conduct and Practices Handbook Course.

3.
The Partners, Directors and Senior Officers Qualifying Examination
An applicant shall be exempt from rewriting the Partners, Directors and Senior Officers Qualifying Examination if the applicant

(a) was an approved person, currently seeking to re-enter the industry within the same category of registration within three years of their registration lapsing; 

(b) is an approved person, currently seeking re-registration within the same category of registration within three years of that category of registration lapsing; or

(c) is currently seeking registration within two years of successfully completing the Partners, Directors and Senior Officers Qualifying Examination.

4.
The Derivatives Fundamentals Course

An applicant shall be exempt from rewriting the Derivatives Fundamentals Course if the applicant

(a) was an approved person currently seeking to re-enter the industry within the same category of registration within three years of their registration lapsing;

(b) is an approved person, currently seeking re-registration within the same category of registration within three years of that category of registration lapsing; or

(c) is currently seeking registration within two years of successfully completing the Derivatives Fundamentals Course.

5.
The Options Licensing Course (formerly the Canadian Options Course)
An applicant shall be exempt from rewriting the Options Licensing Course if the applicant

(a) was an approved person, currently seeking to re-enter the industry within the same category of registration within three years of their registration lapsing; 

(b) is an approved person, currently seeking re-registration within the same category of registration within three years of that category of registration lapsing; or

(c) is currently seeking registration within two years of successfully completing the Options Licensing Course.

6.
The Registered Options Principals Qualifying Examination 

An applicant shall be exempt from rewriting the Registered Options Principals Qualifying Examination if the applicant

(a) was an approved person, currently seeking to re-enter the industry within the same category of registration within three years of their registration lapsing;

(b) is an approved person, currently seeking re-registration within the same category of registration within three years of that category of registration lapsing; or 

(c) is currently seeking registration within two years of successfully completing the Registered Options Principals Qualifying Examination.

7.
The Futures Licensing Course (formerly the Canadian Futures Examination, Parts I and II, formerly the National Commodity Futures Examination and the Canadian Commodity Futures Examination)
An applicant shall be exempt from rewriting the Futures Licensing Course if the applicant

(a) was an approved person, currently seeking to re-enter the industry within the same category of registration within three years of their registration lapsing; 

(b) is an approved person, currently seeking re-registration within the same category of registration within three years of that category of registration lapsing; or

(c) is currently seeking registration within two years of successfully completing the Futures Licensing Course.

8.
The Canadian Commodity Supervisors Examination
An applicant shall be exempt from rewriting the Canadian Commodity Supervisors Examination if the applicant

(a) was an approved person, currently seeking to re-enter the industry within the same category of registration within three years of their registration lapsing; 

(b) is an approved person, currently seeking re-registration within the same category of registration within three years of that category of registration lapsing; or

(c) is currently seeking registration within two years of successfully completing the Canadian Commodity Supervisors Examination.

9.
The Canadian Branch Managers Examination
An applicant shall be exempt from rewriting the Canadian Branch Managers Qualifying Examination if the applicant

(a) was an approved person, currently seeking to re-enter the industry within the same category of registration within three years of their registration lapsing; 

(b) is an approved person, currently seeking re-registration within the same category of registration within three years of that category of registration lapsing; or

(c) is currently seeking registration within two years of successfully completing the Canadian Branch Managers Qualifying Examination.

10.
The Professional Financial Planning Course 

An applicant shall be exempt from rewriting the Professional Financial Planning Course if the applicant

(a) was an approved person, currently seeking to re-enter the industry within the same category of registration within three years of the registration lapsing; 

(b) is an approved person, currently seeking re-registration within the same category of registration within three years of that category of registration; or

(c) is currently seeking registration within two years of successfully completing the Professional Financial Planning Course.

11.
The Investment Management Techniques Course
An applicant shall be exempt from rewriting the Investment Management Techniques Course if the applicant

(a)
was an approved person, currently seeking to re-enter the industry within the same category of registration within three years of the registration lapsing; 

(b)
is an approved person, currently seeking re-registration within the same category of registration within three years of that category of registration; or

(c)
is currently seeking registration within two years of successfully completing the Investment Management Techniques Course.

12.
The Canadian Investment Funds Course
An applicant shall be exempt from rewriting the Canadian Investment Funds Course administered by IFIC if the applicant

(a) was an approved person, currently seeking to re-enter the industry within the same category of registration within three years of their registration lapsing;

(b) is an approved person, currently seeking re-registration within the same category of registration within three years of that category of registration lapsing; or

(c) is currently seeking registration within two years of successfully completing the Canadian Investment Funds Course.

13.
The Investment Funds in Canada Course
An applicant shall be exempt from rewriting the Investment Funds in Canada Course if the applicant

(a) was an approved person, currently seeking to re-enter the industry within the same category of registration within three years of their registration lapsing;

(b) is an approved person, currently seeking re-registration within the same category of registration within three years of that category of registration lapsing; or

(c) is currently seeking registration within two years of successfully completing the Investment Funds of Canada Course.

14.
The Principles of Mutual Funds Investment Course
An applicant shall be exempt from rewriting the Principles of Mutual Funds Investment Course if the applicant

(a) was an approved person, currently seeking to re-enter the industry within the same category of registration within three years of their registration lapsing;

(b) is an approved person, currently seeking re-registration within the same category of registration within three years of that category of registration lapsing; or

(c) is currently seeking registration within two years of successfully completing the Principles of Mutual Funds Investment Course.

B.
Exemptions from Writing

1.
The Canadian Securities Course

An applicant shall be exempt from writing the Canadian Securities Course if the applicant

(a) has been approved continuously as a registered representative since November, 1962;

(b) has successfully completed the previously existing IDA Course I and II, or the previously existing IDA Course I and has acquired five consecutive years of industry experience and

(i) is currently approved as an investment representative or investment adviser,

(ii) was an approved person, currently seeking to re-enter the industry within the same category of registration within three years of their registration lapsing, or

(iii) is an approved person, currently seeking re-registration within the same category of registration within three years of the registration of that category lapsing; 

(c) has successfully completed the Canadian Investment Management program, Parts I and II and

(i) is currently approved as an investment representative or an investment adviser;

(ii) was an approved person, currently seeking to re-enter the industry within the same category of registration within three years of the registration lapsing,

(iii) is an approved person, currently seeking re-registration within the same category of registration within three years of that category of registration lapsing, or

(iv) is currently seeking registration within two years of successfully completing the Canadian Investment Management program, Parts I and II; or

(d) has been registered or licensed with a recognized foreign self-regulatory organization prior to application with the Exchange and has successfully completed the New Entrants Course.

2.
The Conduct and Practices Handbook Course (formerly the Registered Representative Manual Examination)
An applicant shall be exempt from writing the Conduct and Practices Handbook Course if the applicant

(a) has been approved continuously as an investment adviser since December, 1971; or

(b) has successfully completed the Partners, Directors and Senior Officers Qualifying Examination and

(i) is currently approved as a partner, director, senior officer, investment representative or investment adviser,

(ii) was an approved person, currently seeking to re-enter the industry within the same category of registration within three years of their registration lapsing,

(iii) is an approved person, currently seeking re-registration within the same category of registration within three years of that category of registration lapsing, or

(iv) is currently seeking registration within two years of successfully completing the Partners, Directors and Senior Officers Qualifying Examination.

3.
The Partners, Directors and Senior Officers Qualifying Examination

An applicant shall be exempt from writing the Partners, Directors and Senior Officers Qualifying Examination if the applicant

(a)
has been approved continuously as a partner, director or senior officer since January, 1971.

4.
The Derivatives Fundamentals Course

An applicant shall be exempt from writing the Derivatives Fundamentals Course if the applicant has successfully completed

(a) the Canadian Options Course and

(i) is currently approved as a registered options representative,

(ii) was an approved person, currently seeking to re-enter the industry within the same category of registration within three years of their registration lapsing, 

(iii) is an approved person, currently seeking re-registration within the same category of registration within three years of that category of registration lapsing, or

(iv) is currently seeking registration within two years of successfully completing the Canadian Options Course;

(b) the Canadian Futures Examination, Parts I and II and

(i) is currently approved as an investment adviser futures contract/futures contract options,

(ii) was an approved person, currently seeking to re-enter the industry within the same category of registration within three years of their registration lapsing,

(iii) is an approved person, currently seeking re-registration within the same category of registration within three years of that category of registration lapsing, or 

(iv) is currently seeking registration within two years of successfully completing the Canadian Futures Examination, Parts I and II; or 

(c) the National Commodity Futures Examination and the Canadian Commodity Futures Examination and

(i) is currently approved as an investment adviser futures contract/futures contract options,

(ii) was an approved person, currently seeking to re-enter the industry within the same category of registration within three years of their registration lapsing, or

(iii) is an approved person, currently seeking re-registration within the same category of registration within three years of that category of registration lapsing. 

5.
The Options Licensing Course (formerly the Canadian Options Course)
An applicant shall be exempt from writing the Options Licensing Course if the applicant

(a) has successfully completed the Put/Calls examination offered by The Toronto Stock Exchange or the Vancouver Stock Exchange or the Montréal Exchange and

(i) is currently approved as a registered options representative,

(ii) was an approved person, currently seeking to re-enter the industry within the same category of registration within three years of their registration lapsing, or

(iii) is an approved person, currently seeking re-registration within the same category of registration within three years of that category of registration lapsing; or

(b) has successfully completed the Canadian Options Course and

(i) is currently approved as a registered options representative,

(ii) was an approved person, currently seeking to re-enter the industry within the same category of registration within three years of their registration lapsing, 

(iii) is an approved person, currently seeking re-registration within the same category of registration within three years of that category of registration lapsing, or

(iv) is currently seeking registration within two years of successfully completing the Canadian Options Course.

6.
The Registered Options Principals Qualifying Examination  [soon to be the  Options Supervisors Course and thus add additional exemption if written the ROP.]
An applicant shall be exempt from writing the Registered Options Principals Qualifying Examination if the applicant

(a) has been approved continuously as a registered options principal since January, 1978.

7.
The Futures Licensing Course (formerly the Canadian Futures Examination, Parts I and II, formerly the National Commodity Futures Examination and the Canadian Commodity Futures Examination)
An applicant shall be exempt from writing the Futures Licensing Course if the applicant

(a) has successfully completed the National Commodity Futures Examination and the Canadian Commodity Futures Examination, or the Canadian Futures Examination, Parts I and II, or the National Commodity Futures Examination and the Canadian Futures Examination, Part II, or the Canadian Commodity Futures Examination and the Canadian Futures Examination, Part I and

(i) is currently approved as an investment adviser futures contract/futures contract options,

(ii) was an approved person, currently seeking to re-enter the industry within the same category of registration within three years of their registration lapsing,

(iii) is an approved person, currently seeking re-registration within the same category of registration within three years of that category of registration lapsing, or

(iv) is currently seeking registration within two years of successfully completing the course requirements outlined in subparagraph (a).

8.
The Canadian Commodity Supervisors Examination
An applicant shall be exempt from writing the Canadian Commodity Supervisors Examination if the applicant

(a) has been approved continuously as a commodity supervisor since January, 1980.

9.
The Canadian Branch Managers Examination
An applicant shall be exempt from writing the Canadian Branch Managers Qualifying Examination if the applicant

(a) has been approved continuously as a sales manager since January 1, 1994; 

(b) has been approved continuously as a branch manager since August 1, 1987; or

(c) has successfully completed both

(i) the Partners, Directors and Officers Qualifying Examination prior to February 1, 1990 and

A. is currently approved as a partner, director or officer,

B. was an approved person, currently seeking to re-enter the industry within the same category of registration within three years of their registration lapsing, or

C. is an approved person, currently seeking re-registration within the same category of registration within three years of that category of registration lapsing, and

(ii) the Registered Options Principals Qualifying Examination and

A. is currently approved as a designated registered options principal, an alternate registered options principal or a branch manager,

B. was an approved person, currently seeking to re-enter the industry within the same category of registration within three years of their registration lapsing,

C. is an approved person, currently seeking re-registration within the same category of registration within three years of that category of registration lapsing, or

D. is currently seeking registration within two years of successfully completing the Registered Options Principals Qualifying Examination.

10.
The Professional Financial Planning Course
An applicant shall be exempt from writing the Professional Financial Planning Course if the applicant 

(a) was registered for a minimum of two years with a securities commission or recognized foreign self-regulatory organization and has not been out of the industry for a period of greater than three years; 

(b) has successfully completed the Chartered Financial Analyst designation administered by the Association for Investment Management and Research and

(i) is currently approved as an investment representative or an investment adviser,

(ii) was an approved person, currently seeking to re-enter the industry within the same category of registration within three years of their registration lapsing,

(iii) is an approved person, currently seeking re-registration within the same category of registration within three years of the registration of that category lapsing, or

(iv) is currently seeking registration within two years of successfully completing the Chartered Financial Analyst designation administered by the Association for Investment Management and Research; or

(c) has successfully completed the Canadian Investment Management program, Part I and

(i) is currently approved as an investment adviser,

(ii) was an approved person, currently seeking to re-enter the industry within the same category of registration within three years of their registration lapsing, 

(iii) is an approved person, currently seeking re-registration within the same category of registration within three years of that category of registration lapsing, or

(iv) is currently seeking registration within two years of successfully completing the Canadian Investment Management program, Part I.

11.
The Investment Management Techniques Course
An applicant shall be exempt from writing the Investment Management Techniques Course if the applicant 

(a)
was registered for a minimum of two years with a securities commission or recognized foreign self-regulatory organization and has not been out of the industry for a period of greater than three years; 

(b)
has successfully completed the Chartered Financial Analyst designation administered by the Association for Investment Management and Research and

(i) is currently approved as an investment representative or an investment adviser,

(ii) was an approved person, currently seeking to re-enter the industry within the same category of registration within three years of their registration lapsing,

(iii) is an approved person, currently seeking re-registration within the same category of registration within three years of the registration of that category lapsing, or

(iv) is currently seeking registration within two years of successfully completing the Chartered Financial Analyst designation administered by the Association for Investment Management and Research; or

(c)
has successfully completed the Canadian Investment Management program, Part I and

(i) is currently approved as an investment adviser,

(ii) was an approved person, currently seeking to re-enter the industry within the same category of registration within three years of their registration lapsing,

(iii) is an approved person, currently seeking re-registration within the same category of registration within three years of that category of registration lapsing, or

(iv) is currently seeking registration within two years of successfully completing the Canadian Investment Management program, Part I.

12.
The Canadian Investment Funds Course
An applicant shall be exempt from writing the Canadian Investment Funds Course administered by IFIC if the applicant

(a) has successfully completed the Canadian Securities Course and

(i) is currently approved as a registered mutual fund representative,

(ii) was an approved person, currently seeking to re-enter the industry within the same category of registration within three years of their registration lapsing,

(iii) is an approved person, currently seeking re-registration within the same category of registration within three years of that category of registration lapsing, or

(iv) is currently seeking registration within two years of successfully completing the Canadian Securities Course.

13.
The Investment Funds in Canada Course
An applicant shall be exempt from writing the Investment Funds in Canada Course if the applicant

(a) has successfully completed the Canadian Securities Course and

(i) is currently approved as a registered mutual fund representative,

(ii) was an approved person, currently seeking to re-enter the industry within the same category of registration within three years of their registration lapsing,

(iii) is an approved person, currently seeking re-registration within the same category of registration within three years of that category of registration lapsing, or

(iv) is currently seeking registration within two years of successfully completing the Canadian Securities Course.

14.
The Principles of Mutual Funds Investment Course
An applicant shall be exempt from writing the Principles of Mutual Funds Investment Course if the applicant

(a) has successfully completed the Canadian Securities Course and

(i) is currently approved as a registered mutual fund representative,

(ii) was an approved person, currently seeking to re-enter the industry within the same category of registration within three years of their registration lapsing,

(iii) is an approved person, currently seeking re-registration within the same category of registration within three years of that category of registration lapsing, or

(iv) is currently seeking registration within two years of successfully completing the Canadian Securities Course.

C.
Discretionary Exemptions

Exemption from Writing and/or Rewriting 
Staff of the Exchange may grant an exemption from the requirement to write or rewrite any required course or examination, in whole or in part, subject to such conditions or restrictions as may be imposed in the exemption, if the applicant demonstrates adequate experience and/or successful completion of industry courses or examinations that staff, in its opinion, determines is an acceptable alternative to the required proficiency.
Policy Statement  CR11

Odd Lot Trading Policy

1. Inventory of securities traded in odd lots is considered the property and the responsibility of the Odd Lot Member.

2. The Odd Lot Member may assign one or more of its own Full Approved Trader employee(s) as it’s Odd Lot Trader(s).

3. Each Odd Lot Member may be assigned and maintain up to 375 Exchange-listed securities in their odd lot inventory.

4. When the odd lot inventory for every Odd Lot Member exceeds 375 Exchange-listed securities by an aggregate maximum of 375, new Members will be invited to apply to participate in odd lot trading of said securities.

5. If more than one Member makes application to participate in odd lot trading, the Exchange will select the Member by way of Lottery. 

6. If no new Member applies to become an Odd Lot Member, the excess inventory will remain with the existing Odd Lot Member until such time that a new Member does make application to participate.

7. If an Odd Lot Trader requests or is requested to withdraw from the pool of Odd Lot Traders, the Odd Lot Member may, at its discretion, reassign its odd lot inventory to another Approved Trader employee of that same Odd Lot Member or give up its total Odd Lot Inventory to the Exchange for reassignment to a new Member. In the latter event, and notwithstanding the provisions of CR11.5, the Exchange will invite other Member Firms to apply for the Odd Lot Inventory.

8. If an Odd Lot Member wishes to give up its total Odd Lot Inventory, including but not restricted to the provisions in CR11.7, they must give the Exchange not less than 90 days notice of their intention to withdraw their services.

9. The method of allocating odd lot securities between Odd Lot Members will be determined by the Exchange.

10.  The Odd Lot Trader for a listed security may make a sale of one board lot after the acquisition of an odd lot in carrying out the Odd Lot Dealer’s responsibilities.

11. The Odd Lot Member must adhere to Rules C.2.08 & C.2.09 with respect to the premiums and discounts permitted by the Exchange.

12. A name change and/or symbol change of an issue will not be considered, for purposes of odd lot inventory allocation, a newly listed security.

Policy Statement CR12

Continuing Education Requirements

Introduction

This policy establishes a program of continuing education for participants registered in certain categories. 

The Continuing Education Program requires certain registered persons to complete compliance and product knowledge or professional development courses within three-year cycles, subject to certain exemptions outlined under this policy.

Definitions

For the purposes of this policy:

“Implementation Date” means the date, as determined by the Exchange, for the commencement of the Continuing Education Program; and

“program” means the Continuing Education Program.

A.
Overview of Program

1.
The program operates in three-year cycles commencing on the Implementation Date.  The starting and ending date of each cycle is the same for all participants. 

2.
The program requires participants, unless otherwise stated in this policy, to complete one compliance course and one product knowledge or professional development course in each three-year cycle.

B.
Participants in the Program
1.
Participants Required to Fulfil Complete Program
(a)
Those registered as Investment Advisers (IAs) must participate in the program throughout their career, subject to the exemptions set out in subparagraphs 3(b) and (c).

(b)
Those registered as IAs and also registered/approved in other categories must participate in the program as IAs.

(c)
Those approved as branch managers, sales managers, futures principals or designated registered options principals must participate in the program throughout their career, subject to the exemptions set out in subparagraphs 3(b) and (c).

2.
Participants Required to Fulfil Compliance Portion Only

(a)
Those registered as Investment Representatives (IRs) must participate in the compliance portion of the program throughout their career.

(b)
Those registered in all other registration categories and not also registered as IAs, must participate in the compliance portion of the program throughout their career.

3.
Exemptions from Program
(a)
Those registered as non-trading partners, directors or officers shall be exempt from the program.

(b)
Those registered/approved as IAs, branch managers, sales managers, futures principals and designated registered options principals who have been continuously registered for more than 15 years as of the Implementation Date, must participate in the compliance portion of the program throughout their career.

(c)
Those registered/approved as IAs, branch managers, sales managers, futures principals and designated registered options principals who have been continuously registered for more than 10 but less than 15 years as of the Implementation Date, must participate in the program for one three-year cycle.  After the completion of that cycle, they shall participate in the compliance portion of the program throughout their career.

4.
Entry of Recently Registered Investment Advisers

(a)
Those registered as IAs within the three years prior to the Implementation Date and those entering the industry after the Implementation Date shall not enter the program during their first three years of registration.  These IAs shall enter the program as follows:

(i)
if the three years since registration ends in year one of a cycle, that individual is placed in year one of that cycle.

(ii)
if the three years since registration ends in year two or year three of a cycle, that individual is placed in year one of the next three-year cycle of the program.

(b)
Once they enter the program, these IAs must participate in the program throughout their entire career.

5. 
Exemptions from Examination Rewrite Requirements for Voluntary Participants

(a)
Registered individuals leaving the industry within the three years prior to the Implementation Date or after the Implementation Date may maintain their standing in the program on a voluntary basis by taking the program through Canadian Securities Institute (CSI) courses.  Those doing so are exempt from the examination rewriting requirements outlined in the Exchange’s Course and Examination Exemptions Policy.

(b)
Graduates of the Canadian Securities Course (CSC) and the Conduct and Practices Handbook course (CPH) within the three years prior to the Implementation Date or after the Implementation Date who have not been registered as IAs may join the program on a voluntary basis.  Those taking the program through CSI courses are exempt from the examination rewriting requirements outlined in the Exchange’s Course and Examination Exemptions Policy. 

C.
The Compliance Course

Study material includes a review of sections of the CPH, an update on new developments and by-laws and an ethics component.  The course serves as a reminder and refresher.

1. The compliance course is a mandatory component of the program for all participants.

2. Branch managers, sales managers and others in a supervisory position shall have an additional section added to their course in recognition of their additional responsibilities.

3. Member firms have the option of having their participant employees take the CSI’s course, developing and administering their own program, combining various CSI modules with their own materials or having their participant employees take a course developed and administered by another Member firm.

4. The use of a compliance course developed by a Member firm is subject to the following requirements:

(a) The course must comply with the guidelines issued by the Exchange.

(b) Participants completing a course offered by a Member firm shall have the Member firm sign off on their successful completion of that course.  The Member firm shall determine its own method for making this evaluation of knowledge acquisition.

(c) Member firms must update the Exchange with the names of their participant employees completing their course or a course provided by another Member firm.

D.
 Product Knowledge and Professional Development Courses
Participants in the program are encouraged to choose courses that enable them to stay current within their chosen area of specialization or to expand that area.

1.
Participants may choose a CSI course, a course given by an external course provider or a suitable training program offered by their Member firm.

2.
The course chosen by the individual, whether a CSI course, an external course or a Member firm course, must be approved by the Member firm’s training supervisor or other responsible person as being relevant to that participant’s functions in the investment industry.

3.
The use of product knowledge and professional development courses developed by a Member firm is subject to the following requirements:

(a)
The courses must comply with the guidelines issued by the Exchange.

(b)
Participants completing courses offered by their Member firm shall have the Member firm sign off on their successful completion of that course.  The Member firm determines its own method for making this evaluation of knowledge acquisition.

(c)
Member firms must update the Exchange with the names of their participant employees completing their courses.

4.
The use of product knowledge and professional development courses developed by external course providers is subject to the following requirements:

(a)
Member firms must update the Exchange with the names of their participant employees completing courses from an external course provider.

(b)
A course provided by a Member firm other than a participant’s employer shall be considered an external course.

5.
Participants fulfilling other registration requirements, such as insurance licensing requirements, may receive credit subject to paragraph 2 above.

E.
Accumulating Credit
1.
A maximum of one approved course completed prior to the Implementation Date may be carried forward into the first cycle as a product knowledge and professional development credit.

2.
A course completed during a cycle, which is in addition to a course fulfilling that cycle’s requirement, may be carried forward to the next cycle.  A maximum of one course may be carried forward.

3.
Participants completing a multi-year course, such as more than one year of the Chartered Financial Analyst Course, during a cycle may carry forward a credit to the next cycle.  This means that they will fulfil their product knowledge and professional development course requirement for that cycle and may be exempted from the next cycle’s product knowledge and professional development course requirement.

4.
No carry forwards shall be allowed for the compliance course.

F.
Penalties
1.
If a participant does not complete the course requirements within a three-year cycle, the following restrictions shall come into effect:

(a) At the beginning of year one of the next three-year cycle, a monthly fee in the amount of $500, payable by the participant’s Member firm employer, shall be imposed until the participant completes the course requirements, or for six months, whichever comes first.

(b) If the program requirements have still not been met by the end of the sixth month, the participant’s approval shall automatically be suspended until such time as the participant has successfully completed the course requirements.

(c) If the participant has not completed the compliance portion of the program within the three-year cycle, they shall also be subject to strict supervision in accordance with the Exchange’s strict supervision provisions.

G.
Extension from Completion of Course Requirements in a Three-Year Cycle
1. A participant may be granted an extension from the requirement to complete the course requirements within a three-year cycle due to, but not limited to, a leave of absence or illness, if

(a) a partner, director or officer, at the Member firm of the participant 

(i) approves the delay of completion of the course requirements, 

(ii) delivers a letter to the Exchange (Attention: Member Services) outlining the reasons for the delay, and

(iii) except where the participant is on an indefinite leave of absence, states a new date for completion of the course requirements; and

(b)
Exchange staff, in its discretion, determines that the delay is warranted.

2.
Despite paragraph 1, the granting of such an extension does not permit the participant to delay the commencement of the next three-year cycle.

Policy Statement CR13
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Introduction

This Policy Statement CR13 is the companion Policy Statement to Rule B.2.00 and is comprised of a series of five Sponsorship Policy Statements which prescribe requirements for and provide guidance on the required contents of the Sponsor Report, the minimum Review Procedures required to be conducted by a Sponsor and the qualifications that must be met for a Member to constitute a Sponsor. 

Unless otherwise defined, capitalized terms used in this Policy Statement CR13 have the meanings set out in Policy 1.1 of the Corporate Finance Manual.

In connection with any Initial Listing, references in this Policy Statement CR13, to “issuer” shall refer to the applicant.  In connection with a Reverse Take-Over, Qualifying Transaction or Change of Business, references in this Policy Statement CR13 to the “issuer”, shall include the listed issuer and any Target Issuer.  Where a Sponsor Report is required in connection with any other transaction, references to issuer shall refer to the listed issuer, unless the circumstances otherwise reasonably require.

Sponsorship Policy Statement 1

Requirement for a Sponsor Report

1.
A full Sponsor Report will be required in connection with all applications for New Listings, whether by way of an initial listing (concurrent with an initial public offering, including by a Capital Pool Company) a Reverse Take-Over, a Qualifying Transaction or an application for listing by an issuer previously quoted or listed on another market.

2.
A Sponsor Report will also generally be required in connection with a Change of Business by a Tier 2 listed issuer.  Where there is no Change of Management or no Change of Control in connection with the Change of Business, the scope of the Sponsor Report may be limited to the Review Procedures relating to the proposed new business or assets of the listed issuer and a determination of whether such business or assets meet the applicable Tier Maintenance Requirements.

3.
The Exchange may request a Sponsor Report in the case of a Change of Management or in respect of a Change of Control where the new directors, management or new control persons do not have a sufficient history of involvement and experience with the Exchange or another recognized Canadian exchange.  In such case, the scope of the Sponsor Report may be limited to a review of such new persons. 

4.
Except where a preliminary prospectus has been filed, when a sponsorship agreement has been entered into, a Sponsorship Acknowledgement Form, (Appendix 2A to the Corporate Finance Manual) should be filed with the Exchange. Generally, submission of the Sponsorship Acknowledgement Form will be required prior to any halt in trading of the listed issuer’s securities being lifted where such halt resulted from the announcement of a Qualifying Transaction, Reverse Take-Over or, in regard to a Tier 2 Issuer, a Change of Business.

5. The Sponsor is required to submit a preliminary Sponsor Report, together with written confirmation that the majority of the Review Procedures have been conducted before a Qualifying Transaction, Reverse Take-Over or, in regard to a Tier 2 Issuer, a Change of Business will be presented for consideration to the Listing Committee.   A Sponsor should not submit a preliminary Sponsor Report until it is reasonably comfortable that no material adverse issues will arise from completion of the balance of the Due Diligence. 

6. Subject to paragraphs 7 and 8, below, a final executed Sponsor Report will be required prior to an Exchange Bulletin being issued confirming final acceptance of the transaction in respect of which the Sponsor Report was required.   The final executed Sponsor Report may be required at such earlier time as specified by the Exchange.

7. The final executed Sponsor Report required in connection with an initial listing pursuant to a prospectus will generally be required to be filed with the Exchange prior to filing of the final prospectus.

8.
In the case of a Reverse Take-Over or Qualifying Transaction, the final executed Sponsor Report will generally be required to be filed with the Exchange prior to mailing of the information circular. 

9.
Due to the increased reliance upon the Sponsor in connection with a New Listing by a Foreign Issuer, the Exchange may require that the final executed Sponsor Report be submitted prior to a New Listing or a Change of Business by a Tier 2 Issuer being considered by the Listing Committee.

10.
In exceptional circumstances, the Exchange, in its discretion, may agree to waive the requirement of a Sponsor Report. 

Sponsorship Policy Statement 2

Qualifications Required to Act as Sponsor

1.
A Sponsor must be a Member and unless specifically waived or agreed to by the Exchange must meet all of the minimum specifications set forth in this Policy Statement 2.

2. The Sponsor shall:

a.
not have previously been advised that it may no longer act as a Sponsor or if so previously advised, the Exchange has subsequently agreed to accept the Member as a Sponsor; 

b.
be a registrant in good standing with each Securities Commission  in which it is registered as an adviser, securities dealer, underwriter, portfolio manager or other or similar category of registrant pursuant to applicable securities law and has not had any securities law registration refused, cancelled, restricted or suspended; and

c.
be a member in good standing with each exchange or other self-regulatory body of which it is a member;

d.
have policies and procedures that encompass the following, to the extent applicable:

1)
conflicts of interest which may arise in connection with acting in multiple roles, including acting as an underwriter and/or Sponsor and trading or advising the public in regard to the securities of a listed issuer;

2) separation of underwriting functions and/or Sponsorship functions from trading functions, including the establishment of safeguards for dealing with confidential information;

3)
the accumulation and maintenance of a complete list of connected parties and related parties (as defined in BCSC Rule 75(1)) or connected issuers and related issuers (as defined in ASC Policy 7.1 and Proposed Multi-Jurisdictional Instrument 33-105); 
4) restricting the Sponsor from preparing a Sponsor Report on behalf of any related party, connected party, related issuer or connected issuer;
5)
establishing proficiency requirements including standards for acceptable corporate finance staff education and experience, which are commensurate with the requirements and responsibilities of underwriting; 

6)
ensuring that proper Due Diligence, commensurate with that of an underwriter,  is undertaken by or on behalf of the Sponsor prior to the execution by the Sponsor of a Sponsor Report; and

7)
procedures for periodic review of the Sponsor’s policies and procedures. 

3. Without limiting the generality of paragraph 2(d)(2) above, the Sponsor shall have established a corporate finance department to deal with underwriting functions and the preparation of Sponsor Reports which department is separate and apart from any of its trading and advising functions.

4. The Sponsor shall have policies and procedures for the purpose of:

a. to the greatest extent possible, restricting access to Material Information (as defined in Corporate Finance Policy 1.1 Interpretation) from or relating to issuers in respect of which the Member has been engaged to act as an underwriter or Sponsor where the information obtained is not necessarily in the public domain (“Confidential Information”) such that the Confidential Information shall only be made available to and access only provided to the corporate finance department personnel and the Sponsor’s authorized directors and senior officers (“Corporate Finance  Persons”); 

b. ensuring that where Confidential Information is required to be or is otherwise provided to non-Corporate Finance Persons, those persons are advised that they possess Confidential Information which cannot be communicated to any other person;

c. physically separating, to the greatest extent possible, the work space of members of the corporate finance department, from other areas of the Member’s office and ensuring that access to the corporate finance department work space is restricted;

d. securing physical and electronic Confidential Information in locked cabinets, computers or offices, and restricting access only to Corporate Finance Persons;

e. securing at all times, Confidential Information which is not being immediately reviewed or utilized by the Corporate Finance Persons;

f. ensuring that Confidential Information is not discussed in areas outside of the corporate finance department or within the proximity of persons other than Corporate Finance Persons;

g. to the greatest extent possible, providing the corporate finance department with separate and dedicated telephones, messaging services, facsimile machines, photocopiers and confidential mail and courier delivery service to ensure that persons engaged in trading or advising functions do not have access, inadvertently or otherwise, to Confidential Information; and 

h. providing education to Member personnel with respect to their ethical responsibilities, including what constitutes Confidential Information, inside information, insider trading, tipping and the legal restrictions on transmission and use of Confidential Information or insider information and the legal consequences, criminal, quasi-criminal, civil and regulatory for breaches of such restrictions and in respect of insider trading and tipping. 

5. When engaged as Sponsor in regard to an issuer, the Sponsor is required to assess and determine whether it is appropriate and advisable to monitor, restrict or discontinue certain activities of itself and of its employees in relation to the securities of such issuer, including, trading, advising and dissemination of research material.   

6. Without limiting any other obligation or restriction under applicable Securities Law or Exchange Requirements, the Sponsor shall have policies and procedures which provide that once the Sponsor has agreed to act as Sponsor of an issuer and until such time as the applicable information circular, prospectus, filing statement or other disclosure document is properly filed and disseminated:

a. the Corporate Finance Persons are prohibited from purchasing or selling any of the securities of such issuer;

b. all partners, directors, officers, approved persons and employees of the Sponsor, who by virtue of their position with the Sponsor or involvement with the issuer have or can reasonably be expected to gain access to Confidential Information in regard to the issuer are prohibited from:

1) soliciting purchase orders of the issuer’s securities; or

2) purchasing or selling the issuer’s securities for accounts beneficially owned or controlled by them.

c.
the Sponsor is prohibited from: disseminating research reports relating to the issuer; buying, selling or otherwise trading the issuer’s securities for its own account, except for permitted transactions  and stabilizing bids contemplated by Rule F.2.09; and, further, in regard to Capital Pool Companies, the exercise of an agent’s option and sale of securities issued to the Sponsor by the issuer pursuant to the exercise of a previously issued  agent’s option to the extent specifically permitted by section 6.2 of Policy 2.4; and
d. trading in the securities of the issuer by all partners, directors, officers and employees and approved persons shall be monitored by a designated and duly qualified officer of the Sponsor to assess whether trading has or might reasonably appear to have occurred based on access to Confidential Information.  

7.
Without limiting the generality of paragraph 2(d)(5) (and without limiting any other educational requirements required under applicable Securities Law or Exchange Requirements), the Sponsor shall employ a corporate finance officer, compliance officer or branch manager who will oversee and be responsible for the preparation and execution of the Sponsor Report and who: 

a. has successfully completed the Canadian Securities Course, 

b. has successfully completed the Partners, Directors and Senior Officers Qualifying Exam (CSI);

c. is not engaged in trading on behalf of or advising public clients; and either: 

1) has at least seven continuous years of relevant experience in the securities industry or securities regulatory industry, two years of which must have been with an underwriter that is a member of a Canadian stock exchange or other self-regulatory body in Canada,

2) has at least five continuous years of relevant experience with an underwriter that is a member of a Canadian stock exchange or other self-regulatory body in Canada or five continuous years of relevant experience with a securities regulatory body or Canadian exchange, 

3) is licensed by the Association of Investment Management and Research to use the designation “Chartered Financial Analyst” or “CFA” or is licensed to use the designation Chartered Business Valuator or “CBV”, or

4) has at least three years of relevant experience in the securities industry or securities regulatory industry and has other professional qualifications satisfactory to the Exchange.

8. The Sponsor shall employ or retain at least one individual with reasonably satisfactory education or experience in evaluating and assessing the technical aspects of businesses in the industry sector in respect of which the issuer in regard to whom the Sponsor Report is to be provided is, or is intended to be, engaged.

9. Subject to section 1(n) of Sponsorship Policy Statement 4, the Sponsor agrees to provide upon request by the Exchange, all and any part of the materials and information obtained or compiled in connection with the Review Procedures conducted.  

10. The Exchange may refuse to accept a Sponsor Report from a Member where it is not satisfied that the Member qualifies as a Sponsor, and without limiting the generality of the foregoing, may refuse to accept a Sponsor Report where it reasonably appears that the Member has not implemented internal policies which are designed to ensure that Confidential Information obtained in the course of the preparation of the Sponsor Report is not communicated or made available to or used by any person involved in the trading of securities or providing investment advice to clients.

Sponsorship Policy Statement 3

Minimum Review Required for 
Preparation of Sponsor Report

General

1.
The scope and extent of Due Diligence considered appropriate will vary in each circumstance.  The Exchange will rely heavily upon the assumption that a Sponsor has the expertise and ability to determine what constitutes appropriate Due Diligence and to fulfill its responsibilities in that regard.  The Due Diligence process should provide the Sponsor with a thorough understanding of the business of the listed issuer and the risks associated with the listed issuer’s business.  The understanding gained from this process puts the Sponsor in a better position to decide whether to sponsor the listed issuer and to sign the Sponsor Report.

Use of Experts

2.
Where the Sponsor, in its professional judgment determines that particular experience or technical expertise is necessary to conduct the appropriate Due Diligence or the required Review Procedures, the Sponsor is required to ensure that such experience or technical expertise exists either among the Corporate Finance Persons or the Sponsor may rely upon an outside expert consultant, or specialist (an “Expert”) to prepare an assessment report or technical report on which the Sponsor can rely.  Where the Sponsor employs in-house, an individual with the requisite experience or technical expertise, the Sponsor may rely upon the services of such person.  The Sponsor may also rely upon the professional services of any accounting firm, law firm, or search house (a “Professional”) to assist it with the conduct of its Review Procedures.  However, it is the responsibility of the Sponsor to take reasonable steps to confirm that any employee, Expert or Professional retained or relied upon, possesses the appropriate business or other experience and education necessary to assess the business, products, services or technology or to otherwise perform the services for which they were retained.  The Sponsor is also responsible for confirming that any Expert or Professional retained by the Sponsor or upon whom the Sponsor may rely, is not a related party, connected party, related issuer or connected issuer of the listed issuer, or does not otherwise have a relationship with the listed issuer that may lead a reasonable person to conclude that the Expert’s or Professional’s independence or objectivity could be compromised.   The Sponsor must confirm that any Expert does not have any direct, indirect or contingent interest in any of the securities or assets of the listed issuer, its Insiders, or any Associates or Affiliates of the listed issuer.  

Review Procedures

3.
As part of the Review Procedures, a Sponsor shall perform a review of the Insiders and Principals of the listed issuer, the listed issuer’s business and the conformity of the listed issuer to the applicable Minimum Listing Requirements.  In certain circumstances, the Sponsor, in its reasonable professional judgement, may determine that certain Review Procedures are not required as they have been otherwise satisfied.  In such instances, the Sponsor must specifically state in the Sponsor Report any non-conformity with the requirements of this Sponsorship Policy Statement and the reasons for such non-conformity.  The Exchange may nevertheless determine that the stated Review Procedures must be conducted.  Unless specifically waived by the Exchange, a site visit must be conducted and title opinions must be prepared in respect of all Foreign Issuers.  However, the Sponsor may determine, in its professional judgment, that the requirement for a site visit in respect of resource properties has been satisfied by the site visit conducted by the engineer or geologist providing the Geological Report.  

4.
Set forth below are the minimum Review Procedures which must be performed prior to execution of a Sponsor Report.
Insiders and Principals 
5.
The Sponsor must undertake a review of the past conduct of existing and proposed Insiders and Principals of the issuer for purposes of assessing their general experience and integrity.  As part of the review, the Sponsor must determine whether the Insiders and Principals have demonstrated a history of regulatory compliance and corporate and financial success.  Subject to section 3, in making these assessments the Sponsor's review shall include: 

a.
inquiries with various regulatory bodies having jurisdiction over the applicant listed issuer and its existing and proposed Insiders and Principals and any issuers or reporting issuers with which the applicant’s existing and proposed Insiders and Principals have previously been associated;

b.
inquiries through appropriate data base searches, which in the case of a non-Canadian resident, will require at least appropriate Lexis/Nexis  searches;

c.
inquiries and discussions with references, former and present business associates and with other offices of the Sponsor;

d.
engagement of counsel or reputable search houses or services to perform checks in relevant areas of residence or other locations of business; 

e.
review of Personal Information Forms; and

f.
searches for civil actions and judgements.

6.
The Sponsor must also confirm to its satisfaction that the Insiders and Control Persons of the listed issuer understand their statutory trading and reporting obligations as prescribed by applicable Securities Law.

Management and Directors

7.
In respect of the proposed key directors and management, a review of their general business acumen, their experience in the type of business carried on by the applicant listed issuer, their securities and industry related experience and responsible business conduct and practices which subject to section 3, shall include:
a.
confirmation of educational and professional qualifications; 

b.
review of financial statements of other material public and private issuers in respect of which such persons are, or have been, involved either in the capacity of a Director or member of senior management, including an assessment as to the financial success of such issuers and whether the allocation between funds spent on general and administrative expenses relative to those spent on any work program and the compensation paid to management or parties associated or affiliated with management appears appropriate and in accordance with prudent business practices;
c.
an assessment of management’s goals and expenditure controls to determine whether it is reasonable to assume that management will use Available Funds (as defined in Exchange Form 3A) as publicly disclosed;

d.
a review of directors’ resolutions and banking documents to ensure that internal controls exist which require that the signatures of two authorized persons are required on all cheques and other instruments binding the listed issuer;

e.
confirmation of the amount of time to be devoted to the business of the listed issuer by each of such persons and an assessment of whether each of such persons is committing sufficient time to properly manage the business and corporate affairs of the listed issuer;

f.
based on the Sponsor’s assessment of the past conduct and experience of the directors and senior officers, the Sponsor is reasonably satisfied that:

1)
such persons can reasonably be expected to prepare and publish all information required by applicable Securities Law and all Exchange Requirements, including without limitation, Corporate Finance Policies 3.1, Directors, Officers and Corporate Governance, 3.3, Timely Disclosure, and 3.2 Filing Requirements and Continuous Disclosure, in a timely and responsible manner; and

2) such persons appreciate the nature of their responsibilities as directors or officers of an Exchange listed issuer.

Business of the issuer 

8. 
The Sponsor shall conduct a review of the business of the issuer which shall include:

a.
an assessment of the issuer’s business plan, including an assessment as to whether the budgets and projections are reasonable and whether the predictions and assumptions are consistent with the issuer’s past performance having regard to payment terms under agreements or other arrangements with suppliers, costs of financing, royalty obligations, long term liabilities, working capital requirements and the availability of financing alternatives;

b.
investigations in respect of the consultants (e.g. engineers, geologists, management consultants, authors of valuations, technical assessments or feasibility studies and authors of non-Canadian legal or title opinions), including the education and credentials of such parties and whether they have completed such reports for the Exchange in the past;

c.
a physical inspection of the material assets, whether owned or leased, including property, plant, equipment and inventory used, or to be used, in connection with the issuer's stated business objectives, or full particulars as to why a physical inspection was not considered necessary;

d.
if applicable, an analysis of the issuer’s production methods;

e.
if applicable, an analysis of the issuer’s actual or proposed marketing plan, including distribution channels, pricing policies, after-sales service, maintenance and warranties;

f.
if applicable, an investigation into a third party’s ability to supply a product, service or technology where the third party supplies a unique product service or technology to the issuer that is not readily available, or not readily available at reasonably comparable prices from other sources;

g.
a review of all material financial statements for at least the three preceding years of operations by the issuer or its relevant predecessors and, if applicable securities law or Exchange Requirements require financial statements for some additional prior period to be filed with a securities commission or the Exchange, a review of the financial statements for such additional reporting periods;

h.
a review of any title opinions on the assets, property or technology considered necessary or advisable (and for greater certainty, in respect of assets, property or technology not physically situated in Canada or the U.S.A. (such title opinions will always be presumed by the Exchange to be necessary or advisable);

i.
to the extent appropriate, inquiries and discussions with principal suppliers, customers, auditors, accountants, creditors, bankers, etc.;

j.
review and analysis of the business aspects of all material contracts of the issuer;

k.
a review of all material legal proceedings, and proceedings known to be contemplated, involving the issuer;

l.
an analysis of the business aspects of any legislation or publicly available proposed legislation, such as industry or environmental regulations or controls on ownership or profit repatriation that, in the Sponsor’s professional judgement, may materially affect the issuer’s operations;

m.
an analysis of the business aspects of any economic or political conditions that, in the Sponsor’s professional judgement, may materially affect the issuer’s operations;

n.
investigations of the industry and target markets in which the issuer’s business will principally operate or its management anticipates that it will principally operate, including geographical area, competition within that segment (including existing and potential principal competitors and their relative size and aggregate market share) and market segment;

o.
if appropriate, investigation and confirmation of the existence of any proprietary interests, intellectual property rights and licensing arrangements material to the issuer’s business;

p.
investigation of the technical feasibility of any new product or technology developed, under development or proposed to be developed pursuant to the issuer’s business plan;

q.
assessment of the stage of the applicant’s development and the commercial viability of its product or technology, including an assessment of obsolescence, market controls or regulation and seasonal variation; and

r.
a review, analysis or investigation of any other matters specifically requested by the Exchange to be reviewed, including without limitation, the appropriateness of any valuation submitted to the Exchange in support of the exchange of securities or such other comment on the fairness and reasonableness of the exchange of securities.

Integrity of Financial and Corporate Information
9.
The Sponsor shall assess the integrity of the financial and corporate information produced by the issuer and in doing so shall:

a. consider the material financial statements of the issuer or its predecessor(s) prepared in regard to at least the preceding three years and, if applicable securities law or Exchange Requirements require financial statements for some additional prior period to be filed with a securities commission or the Exchange, a review of the financial statements for such additional reporting periods;

b. consider the reasonableness of the “Available Funds” (as defined in Exchange Form 3A) and the sufficiency of working capital; and

c. analyze the capital structure, including its impact on the ability of the listed issuer to conduct future financings and an assessment of whether it provides for a satisfactory public distribution.

Minimum Listing Requirements and Exchange Requirements
10.
The Sponsor shall consider whether the issuer at the time of listing or completion of the applicable transaction will meet applicable Minimum Listing Requirements, Tier Maintenance Requirements and other Exchange Requirements and in doing so the Sponsor shall make a determination as to whether:

a. the listed issuer, upon completion of any New Listing will meet the applicable Minimum Listing Requirements of the Exchange as described in Exchange Policy 2.1 (except in regard to distribution requirements on Reverse Take-Overs and Qualifying Transactions of Capital Pool Companies, in regard to which the listed issuer need only comply with paragraph b., below); 

b. the listed issuer will meet the applicable distribution requirements described in Exchange Policy 2.5, Tier Maintenance Requirements; and

c. the listed issuer and its directors and officers are in compliance with the applicable provisions of Exchange Policy. 3.1, Directors, Officers and Corporate Governance.

Sponsorship Policy Statement 4

Disclosure Required in Sponsorship Report

1.
The Sponsor shall disclose in the Sponsor Report all material information which is reasonably necessary to determine whether the issuer is suitable for listing on the Exchange and the material Review Procedures conducted. Without limiting the generality of the foregoing, the Sponsor Report shall contain: 

a.
a brief summary of the procedures conducted by the Member in respect of the Review Procedures required by Sponsorship Policy Statement 3, including a list of all database searches conducted in regard to each Person;

b.
identification of any Review Procedures not taken and an explanation as to how the Sponsor otherwise satisfied itself in respect of the Review Procedures;

c.
identification of any information or facts which the Sponsor is aware or has become aware in the course of conducting its Due Diligence which might reasonably impact upon the Exchange’s determination of the suitability for listing of the issuer;

d.
confirmation that the Member has met the criteria required to qualify as a Sponsor; 

e.
the qualifications and experience of the person(s) primarily responsible for the investigation and preparation of the Sponsor Report, including knowledge of the proposed industry and/or business of the applicant, and without limitation such person’s;

1)
name, address and occupation;

2)
relevant educational background, including areas of principal studies;

3)
relevant employment history, including a description as to how it relates to the material aspects of the principal business of the listed issuer;

4)
experience in the areas of corporate planning and financial analysis;

5)
membership in any professional organization; and

6)
the period during which the review procedures were carried out;

f. disclosure of any conflicts of interest, including:

1) a statement to the effect that the person referred to in section 1(e) has no material conflicts of interest as a result of his or her relationship with the issuer, and the issuer’s Insiders, Associates and Affiliates; 

2) a statement that the person referred to in section 1(e) does not own any direct, indirect or contingent interest in any of the securities or assets of the issuer, or of any Associates or Affiliates of the issuer or disclosure of any such interest, which interest must not be material; 
3) full particulars of any material past dealings between the Sponsor and any current or proposed Related Party of the issuer; and

4) full particulars of any direct, indirect or contingent interest in any of the securities or assets of the issuer or of any Associates or Affiliates of the issuer beneficially owned or controlled by the Sponsor;

g. where the Sponsor, in preparing the Sponsor Report, has retained the services of, or otherwise relied upon the services of, a consultant or specialist, the Sponsor shall state, in respect of each consultant or specialist upon whom the Sponsor has relied, the information described in subparagraphs (1), (2), (3), (5) and (6) of paragraph (e);

h. where the Sponsor in preparing the Sponsor Report has retained the services of any Professional, the name, address, telephone number, professional designations and principal contact person of such Professional must also be disclosed;

i. a list of any significant documents examined by the Sponsor in the course of performing its review;

j. full particulars of material discussions between the Sponsor and the existing and proposed senior officers and Directors regarding their experience and expertise and prior involvement with other reporting issuers and public companies;

k.
the conclusions reached by the Sponsor regarding management's ability to carry out their responsibilities as management and directors of a listed issuer and to implement the proposed business plan; 

l.
the conclusions reached by the Sponsor regarding the suitability of the applicant for listing on the Exchange including a statement as to the issuer’s conformity to Exchange Policies 2.1, Minimum Listing Requirements and 3.1, Directors, Officers and Corporate Governance; 

m.
any other facts or information considered to be material by the Sponsor that could reasonably be expected to significantly affect the value of the securities of the issuer to be listed; and

n.
an undertaking to maintain for a period of six years from the date of the Sponsor Report and, upon request, to provide information and materials pursuant to paragraph 9. of Sponsorship Policy Statement 2.

2.
In regard to the initial listing of Capital Pool Companies, (See Corporate Finance Policy 2.4), the Sponsor shall also be required to state that after inquiry of the directors and management of the proposed Capital Pool Company, it is not aware of any Agreement in Principle as defined in Corporate Finance Policy 2.4.

3.
The Sponsor Report shall be signed by two duly authorized officer(s) and/or director(s) of the Sponsor, one of whom shall be the corporate finance officer, compliance officer or branch manager referred to in Sponsorship Policy Statement 2.

Sponsorship Policy Statement 5

Disclosure of Sponsor

The identity of a Sponsor may be publicly disclosed and the Exchange will generally require public disclosure to be made upon an agreement being reached whereby the Sponsor agrees to sponsor an issuer and provide a Sponsor Report. 

Policy Statement CR14

Calculated Opening Price

The system shall calculate the price of the opening trade(s) as follows:

(1) The calculated opening price ("COP") shall be determined by the system continuously from 7:00 a.m. E.T. until the opening time (9:30 a.m. E.T.).based upon the orders entered into the system up to that time.

(2) The COP shall be the price at which the most stock will trade on the opening.

(3) If there are two or more prices at which an equal volume of stock will trade, the COP shall be the price that would leave the least imbalance at that price.

(4) If there is no imbalance, or if the imbalances are equal, then the opening price shall be the price nearest to the previous closing price.

(5) If the COP exceeds the price volatility parameters set by the Exchange, at 9:30 a.m. E.T. the system shall automatically delay the opening of the security. 

(6) If a stock does not automatically open for trading at 9:30 a.m. E.T., the trading system shall continue to calculate and display the COP until the security has opened for trading. 

(7) For intra-day openings, the COP shall be calculated in the same manner.

Policy Statement CR15

Buy-In Procedures

The following outlines the procedure that the Exchange follows when executing buy-ins:

· Buy-in Notices are to be delivered to the Toronto Stock Exchange (the “TSE”) by fax to Trading Services (“TS”) at 416-947-4280.

· Cancellations and CFO’s of buy-ins must be received by the TSE by 3:00 p.m. ET.

· All new additions, cancellations and CFO’s are processed and recorded in the central file in TS.

· CXL’s or CFO’s will be accepted verbally from the issuing party or member until 3:00 p.m. ET, however, a follow-up letter must be sent promptly to the TSE.

· A Buy-In Notice, in the prescribed form for issuance under Rule C.3.05(5) is published electronically on  Trader Notes.

· A Buy-In Notice, in the prescribed form for issuance under Rule C.3.05(1) and (5) is available from the Clearing Corporation.

· A printout of outstanding buy-ins for securities, loans or stocks issuances is available in the Exchange Daily Record.

Executing Buy-Ins

· TS must be informed if stock will be available for cash at 3:00 p.m. ET.

· When possible, TS will call the issuing party or member prior to execution to confirm that the buy-in is still valid.

· The Exchange will issue ticker notices every ½ hour beginning at 1:00 p.m. ET and continuing up and until 2:30 p.m. ET, stating the outstanding buy-in total on each security.

· All buy-ins are executed at 3:00 p.m. ET for cash next day delivery pursuant to Rule C.3.05 unless otherwise permitted by a Market Official.

· If stock is available for cash, a Market Official will be asked to rule, using the approved guidelines, that the premium or discount is reasonable and the buy-in may take place.

· The Member in default under a buy-in issued under Rule C.3.05 or the Clearing Corporation on behalf of said Member is given a notice prepared by TS informing the Member or the Clearing Corporation that the buy-in has been executed under the rules and containing the details of the trade.

· These cash trades go across the Exchange ticker shortly after 3:00 p.m. ET and are identified on the previous trades files as cash trades. 

· Issuing Members or the Clearing Corporation will receive notification of buy-in executions by 3:30 p.m. ET.

Price Guidelines:

Last Sale



Suggested Maximum Spread from Last Sale

Under .05




$.02

.05 - .14




$.03

.15 - .24




$.04

.25 - .49




$.05

.50 – 4.99




10%

5.00 – 9.99




$.50

10.00 – 14.99




$.75

15.00 – 24.99




$1.00

25.00 – 34.99




$1.25

35.00 – 49.99




$1.50

50.00 – 74.99




$1.75

75.00 – 99.99




$2.00

100.00  and Over



$3.00

Note:  The suggested premiums set out above are provided for guideline purposes only, and are not meant to establish the maximum price at which a buy-in may be executed.  A Market Official maintains the discretion to execute the buy-in at such price above or below the suggested maximum premium which, in the opinion of such an Official is required to complete the buy-in and is consistent with a fair market for the securities sought.
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