IN THE MATTER OF THE SECURITIES ACT,
SAA. 1981, c. $6.1 ASAMENDED

AND IN THE MATTER OF

MUTUAL FUND DEALERS ASSOCIATION OF CANADA/
ASSOCIATION CANADIENNE DES COURTIERS DE FONDS MUTUELS

RECOGNITION
(Section 53.1)

UPON the agpplication of the Mutua Fund Dedlers Association of Canadal/Association
canadienne des courtiers de fonds mutuels (the “MFDA”) to the Alberta Securities Commission (the
“Commission”) for recognition of the MFDA as a self-regulatory organization pursuant to subsection
53.1(1) of the Securities Act, SA. 1981, ¢.S56.1 (the “Act”);

AND UPON the Commission having considered the application and the recommendations of
gaff of the Commission;

AND UPON the MFDA having represented to the Commission that it is a company that
represents registrants and is organized for the purpose of regulating the operations and standards of
practice and business conduct of its members and their representatives,

AND UPON the MFDA agreeing to be bound by the conditions contained in Schedule"A™
which is attached to and forms a part of this Recognition;

AND UPON the Commission being satisfied that to do so would not be prgjudicid to the
public interest;

NOW THEREFORE the Commission, based upon the representations and agreement made
and given by the MFDA to the Commission, hereby recognizes the MFDA as a sdf-regulatory
organization pursuant to subsection 53.1(1) of the Act.

Dated a the City of CALGARY

in the Province of ALBERTA
"origina Sgned by"
Stephen P. Sibold, Q.C., Chair

this 10 day of April, 2001

N N N N N N N

"origind Sgned by"
Eric T. Spink, Vice-Chair




SCHEDULE “A”

TERMSAND CONDITIONS
OF RECOGNITION OF THE MUTUAL FUND DEALERSASSOCIATION OF CANADA
ASA SELF-REGULATORY ORGANIZATION FOR MUTUAL FUND DEALERS

1 DEFINITIONS
For the purposes of this Schedule:

“Approved Person” means, in respect of amember of the MFDA, an individua who is
apartner, director, officer, compliance officer, branch manager or dternate manager,
employee or agent of the member who conducts or participates in the business of the
member and who (i) is registered, licensed or approved in the gppropriate category,
where required by gpplicable securities legidation, by the Commission and (i) is
designated and qudified as such in accordance with the rules or (iii) is otherwise subject
to the jurisdiction of the MFDA;

“membe” means amember of the MFDA;

“rules’, except where used in the definition of "securities legidation”, meansthe by-
laws, rules, regulaions, palicies, forms, and other amilar insruments of the MFDA; and

"securities legidation” means the securities laws, regulations, rules and policies of the
Canadian jurisdictions.

2. INTERPRETATION

At dl timesthe exercise of the authority of the MFDA, the operation and interpretation of this
Recognition and its Terms and Conditions, and the operation and interpretation of the rules shdl
be subject to and cons stent with securities legidation and the interpretation of securities
legidation adopted by the staff or members of the Alberta securities Commission. For greater
certainty:

(A)  Wherethis Recognition and its Terms and Conditions or the rules or both of them are
inconggtent with the provisions of the securities legidation and the interpretation of the
securities legidation adopted by the staff or members of the Alberta Securities
Commission the securities legidation and the interpretations of the securities legidation
adopted by staff and members of the Alberta Securities Commisson shdl prevail.
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Unlessthe MFDA is otherwise advised in writing, rules that impaose a higher sandard
on Members and their Approved Persons than the standards imposed by securities
legidation and the interpretation of the securities legidation adopted by the staff or
members of the Alberta Securities Commission will not be consdered inconsstent with
securities legidation and the interpretation of the securities legidation adopted by the
gaff or members of the Alberta Securities Commisson.

STATUS

The MFDA is and shall remain anot-for-profit corporation.

CORPORATE GOVERNANCE

(A)

(B)

The MFDA'’ s arrangements with respect to the gppointment, remova from office and
functions of the persons ultimatdly responsible for making or enforcing the rules of the
MFDA, being the Board of Directors (the “Board”), shal secure a proper balance
between the interests of the different members of the MFDA in order to ensure
diversity of representation on the Board. 1n recognition that the protection of the public
interest isa primary goa of the MFDA, a reasonable number and proportion of
directors on the Board and on the committees of the Board shall be and remain during
their term of office persons (“Public Directors’) who are not members or directors,
partners, officers, salespersons or employees of amember, or of an associate, affiliate
or related company of amember, of the MFDA, the Investment Deders Association of
Canada (the "IDA") or The Investment Funds Ingtitute of Canada ("IFIC").

Not later than the third annual mesting after the date of its Recognition, the MFDA ghdll
ensure that:

0] areasonable number and proportion of directors serving on the Board, and on
each of the governance, executive and audit committee of the Board or smilar
bodies within the meaning of the MFDA rules, are Public Directors,;

(i) mesetings of any committee or body on which there are Public Directors shdl
have a quorum requirement including & least one Public Director;

(i) theremaning number of directors serving on the Board and on the above
referred to committees and bodies of the Board, consist of directors
representing the different members of the MFDA to ensure diversity of
representation on the Board in accordance with paragraph (A);

(iv)  thelDA and IFIC no longer have rights to nominate and appoint personsto
s2rve as directors on the Board or as members of committees or bodies of the
Board:;
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V) the Chair of the Board is an individua agppointed as such by the Board
(condtituted as required by (i) and (iii) above) and is not required to be the
Chairperson of IFIC;

(vi)  thePresdent and Chief Executive Officer of the MFDA is an individua
appointed by the Board (congtituted as required by (i) and (iii) above) and is
not required to be the President of the IDA.

Without limiting the generdity of the foregoing, not later than the third annua meeting
after the date of its Recognition, the MFDA's governance structure shdl provide for:

@ aproper balance amongst the interests of the members;

(i) appropriate representation of Public Directors on committees and bodies of the
Board;

(i) appropriate qudification, remuneration, and conflict of interest provisons and
provisons with respect to the limitation of lidbility of and indemnification
protection for directors, officers and employees of the MFDA; and

(iv)  achief executive officer and other officers, dl of whom, except for the chairman
of the Board, are independent of any member.

Not later than the firgt anniversary after the dete of its Recognition, the MFDA shdl file
with the Commission for its gpprovd, aplan for the governance of the MFDA,
including a plan for the orderly trangition to the governance framework outlined in this

paragraph.

Any and al feesimposed by the MFDA on its members shdl be equitably alocated and
bear areasonable relation to the costs of regulating members, carrying out the MFDA's
objects and protecting the public interest. Fees shall not have the effect of creating
unreasonable barriers to membership and shall be designed to ensurethat the MFDA has
sufficient revenues to discharge its responghilities.

The MFDA'’s process for setting fees shall be fair, trangparent, and appropriate.

COMPENSATION OR CONTINGENCY TRUST FUNDS

The MFDA shdl co-operatewith compensation fundsor contingency trust fundsthat arefromtime
to time consdered by the Commisson under securities legidation to be compensation funds or
contingency trugt funds for mutuad fund dedlers and with any such fund that has gpplied to the
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Commissionto be consdered such funds (the“IPPs’). The MFDA shdl ensurethat itsrules give
it the power to assess members, and require members to pay such assessments, on account of
assessments or levies made by or in respect of an IPP.

MEMBERSHIP

(A)

(B)

(©)

The MFDA's rules shdl permit al properly registered mutud fund dealers who satisfy
the membership criteria to become members thereof and shdl provide for the non-
trandferability of membership.

Without limiting the generdity of the foregoing, the MFDA’ s rules shdl providefor:

0]

(i)

(i)

(iv)

)

reasonable financia and operationa requirements, induding minimum capita
and capita adequacy, debt subordination, bonding, insurance, record-keeping,
new account, knowledge of clients, suitability of trades, supervisory practices,
Segregation, protection of clients funds and securities, operation of accounts,
risk management, interna control and compliance (including a written
compliance program), client statement, settlement, order taking, order
processing, account inquiries, confirmation and back office requirements;

reasonable proficiency requirements (including training, education and
experience) with respect to partners, directors, officers, employees and agents
of members,

condderation of disciplinary hitory, including breaches of applicable securities
laws, the rules of other self regulatory organizations or MFDA rules, prior
involvement in crimind, relevant quas-crimind, adminigrative or insolvency
proceedings or civil proceedings involving business conduct or aleging
fraudulent conduct or deceit, and prior business and other conduct generaly, of
applicants for membership and any partners, directors and officers, in order that
membership may, where appropriate, be refused where any of the foregoing
have previoudy engaged in improper conduct, and shdl be refused where the
past conduct of any of the foregoing affords reasonable grounds for blief that
the applicant's business would not be conducted with integrity;

reasonable consderation of relationships with other members and other
business activities to ensure the appropriateness thereof; and

condderation of the ownership of applicants for membership under the criteria
established in paragraph 7(E).

The MFDA shdl require members to confirm to the MFDA that personsthat it wishesto
sponsor, employ or associ ate with as A pproved Persons comply with applicable securities
legidation and are properly registered.
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The MFDA’ s rules shall require amember to give prior notice to the MFDA before any
person or company acquires a materia registered or beneficid interest in securities or
indebtedness of or any other ownership interest in the member, directly or indirectly, or
becomes a transferee of any such interests, or before the member engagesin any business
combination, merger, amalgamation, redemption or repurchase of securities, dissolution or
acquistion of assets. In each case there may be appropriate exceptions in the case of
publicly traded securities, de minimis transactions that do not involve changes in de facto
or lega control or the acquisitions of materid interests or assets, and non-participating
indebtedness.

The MFDA rules shdl require approval by the MFDA in respect of al persons or
companies proposing to acquire an ownership interest in a member in the circumstances
outlined in paragraph 7(D) and, except as provided in paragraph 7(F), for approva of all
persons or companies that satisfy criteriaproviding for:

@ consderation of disciplinary history, including breaches of applicable securities
laws, the rules of other sdlf-regulatory organizations or MFDA rules, involvement
incrimind, relevant quasi-crimind , adminigrativeor insolvency proceedingsor avil
proceedings involving business conduct or dleging fraudulent conduct or deceit,
and prior business and other conduct generaly; and

(i) reasonable consideration of relationships with other members and involvement in
other business activities to ensure the appropriateness thereof.

The MFDA rules shdll give the MFDA the right to refuse approva of al persons or
companies that are proposing to acquire an ownership interest in a member in the
circumstances outlined in paragraph 7(D) who do not agree to:

(i) submit to the jurisdiction of the MFDA and comply with itsrules,

(i) notify the MFDA of any changesin his, her or its relationship with the member or
of any involvement in crimind,, rlevant quas -crimind, adminidirative or insolvency
proceedings or in civil proceedings involving business conduct or dleging
fraudulent conduct or deceit;

(i)  accept service by mail in addition to any other permitted methods of service;

(v)  authorize the MFDA to co-operate with other regulatory and self-regulatory
organizaions, including sharing information with these organizations, and

V) provide the MFDA with such information asit may from timeto time request and
full accessto and copies of any records.
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The MFDA shdl notify the Commission forthwith of memberswhoserights and privileges
will be suspended or terminated or whose membership will beterminated, and in each case
the MFDA shdl identify the member, the reasons for the proposed suspension or
termination and provide adescription of the stepsbeing taken to ensure that the member’s
clients are being dedlt with gpproprictdly.

COMPLIANCE BY MEMBERS

(A)

(B)

(©)

The MFDA shdl enforce, as a matter of contract between itsdf and its members,
compliance by its members and their Approved Persons with the rules of the MFDA and
the MFDA shall cooperate with the Commission in ensuring compliance with gpplicable
securities legidation relating to the operations, standards of practice and business conduct
of membersand Approved Persons, without prejudiceto any action that may be taken by
the Commission under securities legidation.

The MFDA shdl conduct periodic reviews of its members and the members Approved
Persons to ensure compliance by its membersand the members' Approved Personswith
the rules of the MFDA and shdl conduct such reviews a a frequency requested by the
Commission or its gaff. The MFDA shdl dso cooperate with the Commission in the
conduct of reviews of its members and the members Approved Persons as requested by
the Commission or its staff, to ensure compliance by its members and their Approved
Persons with applicable securities legidation.

The MFDA shdl promptly report to the Commission when:

0] any member hasfailed to file on atimey basis any required financid, operationd
or other report;

(i) early warning thresholds established by the MFDA that would reasonably be
expected to raise concerns about a member’ s liquidity, risk-adjusted capital or
profitability have been triggered by any member; and

(i) any condition exists with repect to amember which, in the opinion of the MFDA,
could give rise to payments being made out of an IPP, including any condition
which, done or together with other conditions, could, if appropriate corrective
action is not taken, reasonably be expected to:

@ inhibit the member from promptly completing securities transactions,
promptly segregating clients securities as required or promptly
discharging its responghilitiesto clients, other members or creditors;

(b) result in materid financid loss, or
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(© result in materid misstatement of the member’ sfinancid satements.

The MFDA shdl, in each case, identify the member, describe the circumstancesthat gave
rise to the reportable event and describe the MFDA'’ s proposed response to ensure the
identified circumstances are resolved.

The MFDA shdl promptly report to the Commission actua or gpparent misconduct by
membersand their Approved Personsand otherswhereinvestors, creditors, members, an
IPP or the MFDA may reasonably be expected to suffer serious damage as a
consequence thereof, including where the solvency of amember isat risk, fraud is present
or thereexist seriousdeficienciesin supervison or interna controlsor non-compliancewith
MFDA rulesor securitieslegidation. TheMFDA shdl, in each case, identify the member,
the Approved Personsand the misconduct or deficiency aswell asthe MFDA'’ s proposed
response to ensure that the identified problem is resolved.

The MFDA shdl advise the Commission promptly following thetaking of any action by it
with repect to any member in financid difficulty.

The MFDA shdl promptly advise each other sdf-regulatory organization and IPP of
which amember is a participant or which provides compensatory coverage in respect of
the member, of any actua or apparent materia breach of the rules thereof of which the
MFDA becomes aware.

DISCIPLINE OF MEMBERS AND APPROVED PERSONS

(A)

(B)

(©)

The MFDA shdl, as a matter of contract, have the right to and shall appropriately
discipline itsmembersand their Approved Personsfor violations of therules of the MFDA
and shdl cooperate with the Commission in the enforcement of applicable securities
legidation relating to the operations, standards of practice and business conduct of the
membersand Approved Persons, without prejudiceto any action that may betaken by the
Commission under securities legidation.

The MFDA's rules shal enableiit to prevent the resgnation of amember from the MFDA
if theMFDA consdersthat any matter affecting the member or any registered or beneficia
holder of adirect or indirect ownershipinterest in securities, indebtedness or other interests
in the member, or in a person or company associated or affiliated with the member or
affecting the member’ s Approved Persons or any of them, should be investigated or that
the member or any such person, company or Approved Person should be disciplined.

The MFDA shdl require its members and their Approved Persons to be subject to the
MFDA'’s review, enforcement and disciplinary procedures.
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The MFDA shdl notify
0] the Commission in writing, and
(i) the public and the media

@ of any disciplinary or settlement hearing, as soon as practicable and in any
event not less than 14 days prior to the date of the hearing;

(b) of the dispogition of any disciplinary action or settlement, including any
disciplineimposed, and shal promptly makeavailableany written decison
and reasons.

Any notification required under paragraph 9(D) shdll include, in addition to any other
information specified in paragraph 9(D), the names of the member and the relevant
Approved Persons together with a summary of circumstances that gave rise to the
proceedings.

The MFDA shdl maintain a register to be made available to the public, summarizing the
informationwhich is required to be disclosed to the Commission under paragraphs 8 (D)

and (E).

The information given to the Commission under paragraphs 8 (D) and (E) will be published
by the Commisson unless the Commission determines otherwise.

The MFDA shdl a least annudly review dl materid settlements involvingitsmembersor
their Approved Persons and their clients with aview to determining whether any actionis
warranted, and the MFDA shall prohibit members and their Approved Persons from
imposing confidentidity restrictions on clients vis-avis the MFDA or the Commission,
whether as part of aresolution of a dispute or otherwise.

Distiplinary and settlement hearings shall be open to the public and media except where
confidentidity is required for the protection of confidentid matters. The criteriaand any
changes thereto for determining these exceptions shdl be specified and submitted to the
Commission for approvd.

DUE PROCESS

The MFDA shdl ensure that the requirements of the MFDA relaing to admission to membership,
the imposition of limitations or conditions on membership, denia of membership and termination
of membership are fair and reasonable, including in respect of notice, an opportunity to be heard
or make representations, the keeping of arecord, the giving of reasons and provision for appesls.



11. PURPOSE OF RULES

(A)

(B)

The MFDA shdl, subject to theterms and conditions of its Recognition and thejurisdiction
and oversght of the Commission in accordance with securities legidation, establish such
rulesas are necessary or gppropriate to govern and regulate all aspects of itsbusinessand
affarsand shdl in so doing:

@ seek to ensure compliance by members and their Approved Persons with
gpplicable securitieslegidation reating to the operations, standardsof practiceand
business conduct of the members,

(i) seek to prevent fraudulent and manipul ative acts and practices and to promote the
protection of investors, just and equitable principles of trade and high standards
of operations, business conduct and ethics;

(i) seek to promote public confidence in and public understanding of the gods and
activities of the MFDA and to improve the competence of members and their
Approved Persons;

(iv)  seek to standardize industry practices where appropriate for investor protection;

v) seek to provide for appropriate discipline;

and shdl not:

(vi)  permit unfair discrimination among investors, mutud funds, membersor others; or

(vii)  imposeany barrier to competition that, having regard to the above purposes, isnot
appropriate.

Unless otherwise approved by the Commission, the rules of the MFDA governing the
conduct of member business regulated by the MFDA shdl afford investors protection at
least equivaent to that afforded by securities legidation, provided that higher Sandardsin
the public interest shal be permitted and are encouraged.

12. RULESAND RULE-MAKING

(A)

No new rules, changes to rules (which shdl include any revocation in whole or in part of
arule) or sugpension of rules shall be made effective by the MFDA without prior gpproval
of the Commission. Any such rules, changes or suspensions shdl bejudtified by reference
to the permitted purposesthereof (having regard to paragraph 10). The approva process
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shdl be subject to a memorandum of understanding between the Commission and the
MFDA to be established regarding thereview and gpprova of rulesand amendmentsand
suspensions thereto.

Prior to proposing a new rule, changes to a rule (which shdl include any revocation in
whole or in part of arule) or asuspenson of arule, the Board shdl have determined that
the entry into force of such rule or change or the suspension of the rule would be in the
public interest and every proposed new rule, change or suspension must be accompanied
by a statement to that effect.

All rules, changesto rules and suspensions of rules adopted by the Board must be filed
with the Commission.

A copy of dl written notices relevant to the rules or to the business and activities of
members, their Approved Persons or other employees or agents to asss in the
interpretation, gpplication of and compliance with therules and legidation rlevant to such
business and activities shall be provided to the Commission.

The MFDA shdl, wherever practicable, document its interpretations of its rules and
distribute copies of that documentation to its members and the Commission.

OPERATIONAL ARRANGEMENTSAND RESOURCES

(A)

(B)

Within one year of the date that the MFDA accepts its first member, the MFDA shdl
have adequate arrangements and resources for the effective monitoring and enforcement
of compliance with itsrules. With the consent of the Commission, the arrangements for
monitoring may make provison for one or more parts of that function to be performed on
behdf of the MFDA (and without affecting itsresponsibility) by any other body or person
that isable and willing to perform it. The Commission’ s consent may be varied or revoked
from time to time and may be subject to terms and conditions.

The MFDA shdl respond promptly and effectively to public inquiries and generdly shal
have effective arrangements for the invedtigation of complaints (including anonymous
complaints) againg its members or their Approved Persons. With the consent of the
Commission, such arrangements may make provision for one or more partsof that function
to be performed on behaf of the MFDA (and without affecting its responsbility) by any
other body or personthat isableand willing to performit. The Commission’s consent may
be varied or revoked from time to time and may be subject to terms and conditions. The
MFDA and any other body or person performing such function on behaf of the MFDA
ghdl not refrain from investigating complaints due to the anonymity of the complainant
where the complaint is otherwise worthy of investigation and sufficiently detailed to permit
investigation.
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(C©)  TheMFDA shdl ensure that it is accessible to the public and shal designate and make
avalable to the public the names and telephone numbers of persons to be contacted for
various purposes, including making complaints and enquiries.

(D)  Withinoneyear of the date that the MFDA acceptsitsfirst member, the arrangementsand
resources referred to in paragraphs (A) and (B) above shdl consist a aminimum of:

() a aufficient complement of quadified dtaff, including professional and other
appropriately trained steff;

(i) an adequate supervisory structure;
(i)  adequate management information systems;

(iv)  a compliance department and an enforcement department with appropriate
reporting structures directly to senior management, and with written procedures
wherever practicable;

v) procedures and structures that minimize or diminate conflicts of interest withinthe
MFDA;

(vi)  inquiry and complaint procedures and a public information facility, induding with
respect to the discipline history of members and their Approved Persons;

(vii)  guiddines regarding gppropriate disciplinary sanctions; and

(viii)  the capacity and expertise to hold disciplinary hearings (including regarding
proposed settlements) utilizing public members within the meaning of the current
section 19.6 of the MFDA’ sBy-law No. 1 together with member representatives.

On thefirst business day after the date that is one year after the MFDA acceptsits first member,
the MFDA shal report to the Commission on its compliance with paragraphs 12 (A), (B), (C) and

(D).

(E)  The MFDA shdl advise the Commission a least annualy of its sdf-regulatory staff
complement, by function, and of any materia changesor reductionsin salf-regulatory staff,
by function.

(F  The MFDA shdl advise the Commission in advance of any proposed materia changesor
reductions in its financia review program or operationa and sales compliance review
programmes, including asto procedures or scope, of any proposed changesin itsexternd
audit ingtructions and of any proposed materid changes or reductions in the operation of
itsinvestigation or enforcement programmes.
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The MFDA shdl cooperate and assst with any surprise, regular or other reviews of its
sdf-regulatory functions by an IPP or the Commission.  In addition, in the event thet the
Commissionis of the view that there has been a serious actud or gpparent failure in the
MFDA's fulfilment of its sdf-regulatory functions, the MFDA shall, where requested by
the Commission, undergo an independent third party review on terms and by a person or
persons satisfactory to or determined by the Commission, which review shdl be at the
expense of the MFDA.

The MFDA shdl cooperate and assst with any surprise, regular or other reviews of its
corporate governance structure by the Commission.  In addition, in the event that the
Commission is of the view that there has been a serious weakness in the MFDA'’s
corporate governance structure, the MFDA shdl upon the request of the Commission
undergo an independent third party review on terms and by a person or persons
satisfactory to or determined by the Commission, which review shall be at the expense of
the MFDA.

Management of the MFDA shdl at least annually sdlf-assess the MFDA'’'s performance
of its sdf-regulatory responsihilities and report thereon to the executive committee,
together with any recommendations for improvements. The executive committee shdl be
respons ble for reporting tothe Board asto the MFDA’ s performance of its salf-regulatory
respongbilities. The reports shdl, for each of the MFDA'’s member regulatory functions,
set performance measurements againgt which performance can be compared, and identify
major successes, sgnificant problem areas, plans to resolve these problems; recruitment
and training plans, and other information as reasonably requested by the Commission or
itsstaff. The MFDA shdl, within 120 days of the fiscd year end of the MFDA, provide
the Commission with copies or summaries of such reports and advise the Commission of
any proposed actions arising therefrom.

The MFDA shdl provide its budget and audited financid statements to the Commisson
on an annua basis following adoption thereof and within 120 days of its fiscal year end,
and with such other information as the Commission or its staff may reasonably reques.

The MFDA shdl not make materiad changes to its organizationa structure, which would

affect itssdf-regulatory functions, without prior gpprova of the Commission, and shdl give
the Commission natice of new directors, officers and committee chairpersons, including a
5 year employment higtory and information as to involvement in crimind, rlevant quasi-

crimind, adminigtrative or insolvency proceedingsand civil proceedingsinvolving business
conduct or aleging fraudulent conduct or deceit in respect of each such person.

The MFDA shdl provide the Commission with reports, documents and other information
asthe Commission or its staff may reasonably request. The Commission or its staff may
review and revise such reporting requirements as necessary on an orn-going basis.
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INFORMATION SHARING

The MFDA shdl cooperate, by sharing information and otherwise, with 1PPs, the Commission and
its gaff, and other Canadian federd, provincia and territorial recognized sdlf-regulatory
organizations and regulatory authorities, including without limitation, those respongible for the
supervisonor regulation of securitiesfirms, financid inditutions, insurance matters and competition
matters. The Commission and its staff shall have unrestricted access to the books and records,
management, saff and systems of the MFDA.

REQUIRED RULE AMENDMENTS

Prior to the MFDA accepting its first member, the MFDA shdl amend its rules as set out below:

16.

(A) Rudel1.2.1(d) - to provide that an Approved Person may only carry on financia planning
services through the member or through another entity thet is otherwise regulated or that
is subject to the rules of awiddy recognized professond association.

(©)  Rule5.3.4 and Rule 5.3.5 - to suspend the operation of Rule’5.3.5 until suchtimeasit has
been published for comment for aminimum of 30 days and approved by the Commisson.

(D)  Sections 13.7 and 13.9 of By-Law No. 1 - to provide that the MFDA must approve dl
reorgani zations and acquisitions of significant equity interests of 20 percent or more.

(B) Form 1 - MFDA Financial Questionnaire and Report - to amend the requirements of
MFDA Form 1 - MFDA Financia Questionnaire and Report to require a member to
provide margin for mutual fund securities held by the member caculated as follows:

0] 5 percent of the market vaue of money market mutua funds, as defined by
Nationa Instrument 81-102 Mutua Funds; and

(i) 50 percent of the market value of dl other mutua funds.

For this purpose, the MFDA shall amend, before it isissued, its MFDA Notice to Members
entitled “ Trangtion Periods’ to reflect the rule suspensions noted in this paragraph.

SUSPENSION OF MFDA RULE 24.1IN OTHER JURISIDICTIONS

(A)  Notwithstanding subparagraph (B), (C) and (D) and thefact that the M FDA'srecognition
inother jurisidictionsrequiresMFDA Rule 2.4.1 to be suspended, MFDA Rule2.4.1 shdll
be enforced in Alberta. For greater certainty, the Commission specifically requires al
commissions earned by salespersons to be paid directly to and in the name of those
salespersons.
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(B)  The MFDA shdl co-operate with the Commission and its staff, including participating on
any joint industry and regulatory committee struck by the Commission and its teff, inther
effortsto develop amendmentsto applicable securities|egidation that would, among other
things, dlow an Approved Person to carry on securities related business (within the
meaning of the rules) through a corporation, while preserving that Approved Person’sand
the member’ s liahility to clients for the Approved Person’s actions.

(C©)  The MFDA shdl prepare a Notice to Members, which Notice shall be acceptable to the
Commission and its Saff, describing the effect of the application of Rule 2.4.1 to MFDA
members and their operationsin Alberta, and shal publish this Notice, once approved by
the Commission or its saff, before accepting its first member;.

(D)  The MFDA shdl ensure that members gpplying for membership are made aware of the

requirements of Rule 2.4.1 by ddivering to each applicant a copy of the Notice referred
to above.
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