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REQUEST FOR COMMENTS
UPDATING OF RULE SEVEN OF THE BOURSE -
OPERATIONS OF APPROVED PARTICIPANTS
ABROGATION OF POLICIES C-2,C-4,C-10,C-11,C-12,C-13AND C-15
Summary

The Special Committee — Regulatory Division of Bourse de Montréal Inc. (the Bourse)
has approved the updating of Rule Seven as well as the abrogation of Policies C-2, C-4,
C-10, C-11, C-12, C-13 and C-15 of the Bourse. The purpose of this abrogation is to
reflect the fact that the Bourse is no longer involved in member regulation activities for
what regards regulatory capital and sales compliance matters.

Process for Changes to the Rules

Bourse de Montréal Inc. is recognized as a self-regulatory organization (SRO) by the
Autorité des marchés financiers (the Autorité). In accordance with this recognition, the
Bourse carries on activities as an exchange and as a SRO in Québec. In its SRO capacity,
the Bourse assumes market regulation and supervision responsibilities of its approved
participants. The responsibility for regulating the market and the approved participants
of the Bourse comes under the Regulatory Division of the Bourse (the Division). The
Division carries on its activities as a distinct business unit separate from the other
activities of the Bourse.
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The Division is under the authority of a Special Committee appointed by the Board of
Directors of the Bourse. The Board of Directors of the Bourse has delegated to the
Special Committee — Regulatory Division its powers to approve or amend some aspects
of the Rules and Policies of the Bourse governing approved participants, among which,
the Rules and Policies relating to admission as approved participant, approval of persons,
disciplinary matters, management of client accounts and operations. These changes are
submitted to the Autorité for approval.

Comments on the proposed updating of Rule Seven and on the abrogation of Policies
C-2, C-4, C-10, C-11, C-12, C-13 and C-15 of the Bourse must be submitted within
30 days following the date of publication of the present notice in the bulletin of the
Autorité. Please submit your comments to:

Ms. Joélle Saint-Arnault
Vice-President, Legal Affairs and Secretary
Bourse de Montréal Inc.

Tour de la Bourse
P.O. Box 61, 800 Victoria Square
Montréal, Quebec H4Z 1A9
E-mail: legal@m-x.ca

A copy of these comments shall also be forwarded to the Autorité to:

Ms. Anne-Marie Beaudoin
Director — Secretariat of L'Autorité
Autorité des marchés financiers
800 Victoria Square, 22™ Floor
P.O. Box 246, Tour de la Bourse
Montréal (Quebec) H4Z 1G3
E-mail: consultation-en-cours@lautorite.gc.ca

Appendices

For your information, you will find in appendices an analysis document of the proposed
rule amendments as well as the proposed regulatory text. The implementation date of the
proposed amendments will be determined, if applicable, with the other Canadian self-
regulatory organizations following approval by the "Autorité des marchés financiers”.
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UPDATING OF RULE SEVEN OF THE
BOURSE - OPERATIONS OF
APPROVED PARTICIPANTS

ABROGATION OF THE FOLLOWING
POLICIES OF THE BOURSE :
C-2 MINIMUM STANDARDS FOR

RETAIL ACCOUNTS
SUPERVISION

C-4 ESTABLISHING AND
MAINTAINING ADEQUATE
INTERNAL CONTROLS

C-10 INTERNAL CONTROL POLICY -
PRICING OF SECURITIES

C-11 INTERNAL CONTROL POLICY
ON DERIVATIVE RISK

MANAGEMENT
C-12 MINIMUM REQUIREMENTS FOR
SUITABILITY RELIEF

CONCERNING TRADES NOT
RECOMMENDED BY AN
APPROVED PARTICIPANT

C-13 RESPONSIBILITIES OF THE CHIEF
COMPLIANCE OFFICER AND
THE ULTIMATE DESIGNATED
PERSON

C-15 ELECTRONIC DELIVERY OF
DOCUMENTS

I SUMMARY

Following the termination of member
regulation activities by Bourse de Montréal
Inc. (the Bourse) in reason of the transfer of
these activities to the Investment Dealers
Association of Canada (IDA), the Bourse
wishes to update Rule Seven of its Rules. The
purpose of this actualization is to abrogate
numerous articles of this Rule that have
become obsolete as the Bourse is no longer
carrying on members regulation activities.
Furthermore, this actualization of Rule Seven
has been made by taking in consideration two

de Montréal Inc.
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elements that are considered important for the
Bourse :

1° notwithstanding the fact that it no longer
carries on member regulation activities, the
Bourse is of the opinion that it must keep in
its  regulations some  fundamental
requirements that must be complied with
by all approved participants for what
regards their operations;

2° the regulations of the Bourse must, as much
as possible, reflect its main vocation for
what regards regulatory matters which
consists to ensure that approved
participants and their approved persons
who trade derivative instruments listed on
the Bourse act not only in compliance with
the trading rules of the Bourse (Rule Six of
the Bourse), but also in compliance with
the operational requirements that the
Bourse deems necessary to impose upon
them in order to ensure market integrity.

Therefore, many articles of Rule Seven are not
abrogated but are amended in order to allow
the Bourse to maintain in its regulations some
requirements that are deemed to be important
while at the same time withdrawing from these
regulations detailed guidelines or requirements
that had to be complied with by approved
participants. For example, the Bourse wishes
to maintain in its regulations a requirement
that approved participants must provide to the
Bourse a copy of their most recent financial
year-end audited regulatory report if requested
by the Bourse, but withdraws from its
regulations all the detailed guidelines that had
to be complied with by approved participants
and their external auditors when preparing this
audited report.

Finally, the Bourse proposes to abrogate
various Policies of Section C that are found in
the Rules and Policies Manual of the Bourse.
The abrogation of these Policies is also
justified by the fact that they became obsolete
following the termination by the Bourse of its
member regulation activities.

Il ANALYSIS



A) What is meant by “Member

Regulation’?

For the purpose of this analysis and of the
regulatory amendments and abrogations that
are discussed therein, the term “member
regulation” includes two main aspects :

1° Financial compliance which entails
the regular examination by a self-
regulatory organization (SRO) of
securities brokers operations to ensure
that they have a capital that is
sufficient to carry on their activities.
If a broker is unable to comply with
the requirements related to minimum
regulatory capital, the SRO that is
doing the examination may require
such broker to take necessary
measures to correct the situation or, if
circumstances warrant such an action,
order that activities related to
securities brokerage be suspended or
terminated, in whole or in part;

2° Sales compliance which entails
periodic examination by a SRO of
securities brokers operations to ensure
that they have in place efficient
procedures to supervise the handling
of clients’ accounts.  Brokers are
required to have a good knowledge of
the investment needs of all their
clients and their tolerance to risks and
to ensure that advice given to and
transactions made for clients’ accounts
by their registered personnel are in
compliance  with  these clients’
instructions and objectives and are
adequate for what regards the personal
and financial situation of such clients.

Member regulation does not include the
surveillance of trading activities on exchange
markets. This surveillance is made either by
the exchanges themselves or by a SRO to
which the exchange entrust this responsibility.

Currently, the member regulation and
exchange market regulation responsibilities in
Canada are shared as follows :

- member regulation in connection with
financial compliance and sales
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compliance : exclusive responsibility of
the IDA;
- regulation and surveillance of equity

exchange markets : exclusive
responsibility of Regulation Services Inc.;
and

- regulation and surveillance of derivative
instruments exchange market (options and
futures contracts) : exclusive
responsibility of Bourse de Montréal Inc.

Each of the three above-mentioned
organizations is recognized as a SRO by one
or many provincial securities regulator. It is
that status that allows each of these
organizations to exercise its examination
powers in the activities sector falling under its
jurisdiction.

B) The Context

Until the end of 2004, two Canadian SROs
were carrying on member regulation activities,
the Bourse, who had under its examination
jurisdiction slightly more than 20 Canadian
securities brokers, and the IDA, who had
approximately 175 Canadian securities brokers
under its jurisdiction. It must also be noted
that in addition to financial compliance and
sales compliance matters, the activities of the
Bourse related to member regulation also
included the responsibility to approve all
registered persons employed by the securities
brokers that were under the jurisdiction of the
Bourse.

During the 2004 summer, the Bourse took the
decision, for what regards regulatory matters,
to concentrate mainly on the regulation and
surveillance of trading activities on its
derivative instruments market and to withdraw
from the member regulation sector. This
decision was mainly justified by the fact that
in reason of its specialization in the financial
derivative instruments market, the member
regulation activities carried on by the Bourse
were no longer significantly related with the
specialization of the Bourse. In fact, most of
the securities brokers that were still under the
examination jurisdiction of the Bourse at that
time had no trading activities on the derivative
instruments market. The Bourse was therefore
in a situation where it had to dedicate
significantly important resources for the



supervision and examination of securities
brokers that did not have any activity on its
market and for the approval of persons who,
for the most part, were not involved in the
trading of financial derivative instruments.

Discussions were therefore initiated with the
IDA in order to transfer to it all member
regulation activities of the Bourse as well as
the responsibilities related to the approval of
persons. Following these discussions and the
drafting of an agreement between the parties,
the proposed transfer was submitted to the
Autorité des marchés financiers (AMF) in
December 2004 for approval. This approval
was granted by the AMF at the end of
December 2004 and the transfer of all the
concerned activities and responsibilities took
place on January 1, 2005.
C) Impact of  the Transfer of
Responsibilities

The transfer of member regulation activities
had only a minimum impact for the approved
participants of the Bourse who transferred
from the examination jurisdiction of the
Bourse to the jurisdiction of the IDA. In fact,
most of them were already members of the
IDA. For those few that were not IDA
members, the IDA arranged to simplify as
much as possible the membership approval
process.

Financially speaking, for the securities brokers
that were under the jurisdiction of the Bourse
while also being IDA members, the transfer
allowed them to reduce their regulatory costs.
The reason is that these brokers had to pay not
only regulatory fees to the Bourse in its
capacity as examination jurisdiction, but they
also had to pay assessments to the IDA as
members of that SRO, and this,
notwithstanding the fact that it was not the
IDA that was executing the financial
compliance and sales compliance
examinations. For these securities brokers, the
transfer of member regulation activities from
the Bourse to the IDA translated into real
savings. For what regards the limited number

! See Decision no 2004-PDG-0223 published in the
Autorité des marchés financiers January 7, 2005
weekly Bulletin (vol. 2, no 1)
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of securities brokers that were not members of
the IDA and that became members when the
transfer occurred, this transfer did not have a
significant impact on the regulatory costs of
these securities brokers, the regulatory fees
they were paying to the Bourse being replaced
by fees to be paid to the IDA. The Bourse and
the IDA then having fees structures that were
relatively similar, the financial impact for
these securities brokers was not very
significant.

From a regulatory standpoint, it can be
considered that for the securities brokers that
were subjected to this transfer of jurisdiction,
there was no impact. Over the years, the
Bourse and the IDA had always worked in
very close collaboration in order to ensure that
their respective regulations, for what regards
rules related to financial compliance and sales
compliance (including the rules relating to
proficiency and approval requirements
applicable to approved persons), be identical.
It is to be noted that for what regards rules
related to financial compliance, the Bourse and
the IDA were both sponsoring organizations of
the Canadian Investor Protection Fund (CIPF)
and as such, the CIPF was making sure that
the regulations of each organization were
identical. There was therefore no regulatory
arbitrage possible that could have resulted in a
securities broker under the examination
jurisdiction of the Bourse taking advantage of
regulations of the Bourse less stringent than
those of the IDA or vice-versa. Therefore, the
securities brokers subjected to the transfer did
not have to deal with or to adapt to a different
regulatory regime.

However, for the Bourse, the regulatory
impact of such a transfer is important. The
Bourse no longer carrying on member
regulation activities, a significant part of its
regulations became useless following such
transfer since the enforcement of these rules as
well as the examination of compliance with
them were now the exclusive responsibility of
the IDA for what regards Canadian approved
participants of the Bourse.

The Bourse has therefore initiated a revision of
all its Rules and Policies in order to withdraw
from these Rules and Policies all the
provisions whose application is no longer the



responsibility of the Bourse. A first part of
this revision was submitted to the AMF for
approval in the 2007 Spring.2.

This revision consists not only in withdrawing
from the regulations the provisions that are no
longer relevant, but also in amending the
Rules that are maintained in order that they be
as well adapted as possible to the vocation and
operations of the Bourse and of its approved
participants.

The following analysis focuses mainly on the
material additions, deletions and amendments
that are made to Rule Seven of the Bourse.
Housekeeping amendments are not discussed
in detail unless the context requires that a
detailed explanation be given.

D) Abrogated Articles

The Bourse proposes to completely abrogate
the following articles in reason of the fact that
since it is no longer carrying on member
regulation activities for what regards the
enforcement of these articles with Canadian
approved participants, these having to comply
with the corresponding regulatory
requirements of the IDA. For what regards the
foreign approved participants, these Rules
were not applicable to them since upon their
approval as foreign approved participants, they
are exempted from all the Rules relating to
sales and regulatory capital compliance.

Section 7001 — 7075 — Financial Conditions —
General

- Article 7003 - Disclosure to
Customers of Approved Participants’
Financial Condition

- Article 7004 - Publication of a
Consolidated Statement of Financial
Condition

- Atrticle 7006 — Capital Requirements

- Article 7009 — Subordinated Loans

- Article 7010 - Early Warning System

Section 7076 — 7150 — Insurance

Z See the request for comments circulars issued by
the Bourse on April 23 and 24, 2007 (Circulars
nos. 058-2007 to 061-2007 inclusively)
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- Aurticle 7076 — Insurance
- Atrticle 7077 — Reporting of Insurance
Claims

Section 7151 — 7159 — Financial reports

- Avrticle 7154 — Interim Questionnaires

- Article 7155 - Monthly Financial
Reports

- Article 7156 — Working Papers

Section 7160 — 7170 — Audit Requirements

- Article 7160 — Audits

- Article 7161 - Appointment of
Approved Participants’ Auditors

- Article 7162 - Resignation of
Approved Participants’ Auditors

- Atrticle 7163 — Auditor’s Reports

- Article 7164 — Audit Deadline

- Article 7165 — Audit Guidelines

Section 7251 — 7300 - Regqistration of
Securities

- Article 7251 - Registration of
Securities
- Article 7252 — Redemption Agent

Section 7351 — 7400 — Offices and employees

- Atrticle 7352 — Branch Offices
- Article 7355 - Use of Offices by
Clients and other Non-Employees

Prohibited
Section 7401 - 7449 - Registered
Representatives and Investment

Representatives

(Note : It is proposed to change the title of this
Section for “Approved Persons” — See Section
F below in which are the explanations relating
to the proposed amendments to articles of this
Section that are not abrogated)

- Article 7401 — Approval

- Atrticle 7402 — Classes of Registration

- Atrticle 7410 — Fixed Duties

- Article 7411 — Outside Remuneration
Prohibited

- Article 7412 - Arrangements with
clients



- Article 7417 — Mutual Fund Units
Sales Incentives

Section 7450 — 7475 — Conduct of Accounts

- Article 7451 - Disclosure of Conflicts
of Interests or Contrary Views

- Article 7455 - Confirmation and
Statement of Account to Client

- Article 7457 — Transactions Prohibited

- Atrticle 7458 — Service Fees

- Atrticle 7459 — Margin Agreement

- Article 7460 — Clients’ Indebtedness —
Approved Participants

- Article 7461 — Guarantees of Margin
Accounts

- Article 7461A — Hedge Agreement

- Atrticle 7462 — Account Transfers

- Article 7464 - Discretionary Cash
Settlement Rule

- Atrticle 7465 — R.R.S.P.s Administered
by Approved Participants and Other
Similar Plans

- Atrticle 7468 — Forwarding Documents
Concerning Securities Belonging to
Non-Registered Clients

- Article 7469 — Cash Securities Loan
Transactions

- Article 7470 — Introducing/Carrying
Broker Agreements

Section 7476 — 7500 — Specific Provisions on
Discretionary Accounts

- Atrticle 7476 — Definitions

- Atrticle 7477 — Obligation to Comply

- Article 7478 — Written Authorization

- Article 7479 - Designation of a
Supervisory Authority

- Article 7480 - Designation as a
Portfolio Manager or Associate
Portfolio Manager

- Article 7481 — Portfolio Management
Committee

- Article 7482 — Quarterly Review of
Managed Accounts

- Article 7483 — Investment Policies

- Atrticle 7484 — Fees Agreement

- Article 7485 — Separate and Distinct
Supervision for each Managed
Account

- Atrticle 7486 — Ethics

- Article 7487 - The Approved
Participant’s Mandate
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Section 7501 — 7550 — Procedures Concerning
the Custody, the Segregation and the
Safekeeping of Clients’ Securities and Free
Credits

- Atrticle 7501 — Definitions

- Article 7502 - Clients Free Credit
Balances

- Article 7503 — General Concept

- Article 7504 - Acceptable Internal
Locations

- Avrticle 7505 — Restrictions on the Use
of Clients’ Securities

- Article 7506 - Restrictions on
Delivery of Customers’ Securities

- Article 7507 - Written Notice to
Clients Required

- Article 7508 — Determination of the
Number of Securities to be Segregated

- Article 7509 - Segregation on a
Timely Basis and Corrections to be
Made

- Article 7510 - Securities Held in
Safekeeping

- Article 7511 — Acceptable Securities
Locations

E) Abrogated Policies

The Bourse also proposes to abrogate entirely
the following Policies in reason of the fact that
no longer carrying on member regulation
activities, it does not any responsibility
regarding the enforcement of these Policies
with Canadian approved participants, these
one having to comply with the corresponding
provisions contained in the IDA Policies.

- Policy C-2 Minimum  Standards
for Retail Accounts Supervision

- Policy C-4 Establishing and
Maintaining Adequate Internal
Controls

- Policy C-10  Internal Control Policy
— Pricing of Securities

- Policy C-11  Internal Control Policy
on Derivative Risk Management

- Policy C-12  Minimum
Requirements for Suitability Relief
Concerning Trades Not
Recommended by an Approved
Participant



- Policy C-13  Responsibilities of the
Chief Compliance Officer and the
Ultimate Designated Person

- Policy C-15  Electronic Delivery of
Documents

F) Amended Articles

Section 7001 — 7075 — Financial Conditions -
General

Article 7001 - Compliance with Legal
Requirements

The title of this article as well as its wording
have been amended in order to better reflect
the fact that approved nparticipants of the
Bourse do business not only in Quebec, but
also in many other provincial or territorial
jurisdictions in Canada and in other foreign
jurisdictions such as the United States and the
United Kingdom. Approved participants can
therefore be subjected not only to the Quebec
Securities Act but also to various other
applicable laws respecting securities and, in
some jurisdictions, respecting  futures
contracts. Whichever the jurisdiction in which
they carry on their activities, the Bourse
requires from its approved participants that
they comply with the laws that are applicable
in such jurisdiction.

The Bourse also proposes to replace the
reference to the Vice-President of the
Regulatory Division by a reference to the
Bourse for what regards the obligation to
provide information.

Article 7002 — Form of Reports

In its current format, article 7002 is mainly
focusing on reports of an accounting type,
such as balance sheets and related financial
statements and on financial examinations
relating to the preparation of these reports.
The Bourse no longer being involved in the
surveillance of the approved participants’
financial situation, the wording of this article
has lost much of its relevance.

However, since various other types of reports
related to the trading activities of approved
participants on the Bourse may still be
requested by the Bourse (for example,
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derivative instruments position reports, reports
on various types of transactions, etc.), it is
proposed to keep this article but to amend it in
such a way that its scope be generic. These
amendments will allow to adapt the provisions
of this article to the actual role of the Bourse
for what regards its regulatory oversight of
approved participants while at the same time
maintaining the power of the Special
Committee — Regulatory Division to prescribe
the manner and the format according to which
must be submitted any report that may be
required from an approved participant and to
determine the required criteria that must be
complied with for any system that must be put
in place to ensure the maintenance of books
and records that must be used for the
preparation of reports that are requested or to
ensure the efficient conduct of approved
participants’ activities.

Article 7011 — Establishing and Maintaining
Adeqguate Internal Controls

The Bourse considers that it must maintain in
its regulations a general provision respecting
the obligation for approved participants to
establish and maintain adequate internal
controls because such controls may contribute
to ensure an orderly conduct of approved
participants’ trading activities on the Bourse’s
market and the efficiency of the functions
designed to supervise these activities.

However, since the Bourse is proposing to
abrogate entirely Policy C-4 (Establishing and
Maintaining Adequate Internal Controls) to
which this article was referring, it is therefore
proposed to withdraw this reference from
article 7011 and to replace it by a generic
objective.  Canadian approved participants
shall therefore ensure compliance with this
requirement based on the guidelines
established by the IDA in its Policy No. 3
(Internal Control Policy Statements). For
what regards foreign approved participants,
the Bourse is expecting from them that they
comply with the internal control requirements
that are applicable in their home jurisdiction.

Section 7151 — 7159 — Financial Reports




Article 7151 — Financial Questionnaires and
Reports

The Bourse no longer carrying on member
regulation activities, approved participants are
no longer required to provide the Bourse with
audited regulatory financial reports at the end
of their financial year end. However, the
Bourse wishes to retain the possibility that
such reports be provided if deemed necessary.
Such a request could be made, for example,
when the Bourse is informed that approved
participant is having some financial or
operational difficulties in order to better assess
the situation.

It is therefore proposed to amend article 7151
by specifying therein that the obligation to
submit a financial report will apply only if the
Bourse requests such a report.

Article 7152 — Members of Other Recognized
Exchanges or Regulatory or Self-Requlatory

Organizations

The main purpose of the amendments
proposed for this article is that the fact that the
Bourse has many foreign approved
participants be taken into account. Pursuant to
the provisions of article 7151, the financial
report that may be requested by the Bourse
must be in the form prescribed by Policy C-3
of the Bourse (Joint Regulatory Financial
Questionnaire and Report - JRFQR). This is
the prescribed form for Canadian approved
participants.

However, foreign approved participants are
not required to use this report form. In fact,
they exempted to do so upon their admittance
as foreign approved participant in reason of
the fact that the Bourse does not exercise any
jurisdiction on regulatory capital matters.
Such jurisdiction is exercised by a regulator
(for example, the Financial Services Authority
(FSA) in the United Kingdom), a self-
regulatory organization (for example, the
National Futures Association (NFA) in the
United States) or, for some U.S approved
participants, by an exchange (for example, the
Chicago Board of Trade or the Chicago
Mercantile Exchange) located in the home
jurisdiction of such foreign approved
participants. These foreign  approved
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participants are therefore subjected to the
regulatory capital requirements of their home
jurisdiction which can differ from the
Canadian requirements and the audited
regulatory financial reports that they must
submit to their audit jurisdiction differ from
the Canadian JRFQR.

The Bourse therefore proposes to amend the
wording of article 7152 so that these report
forms be acceptable in lieu of the form
prescribed for Canadian approved participants.
Of course, as it is the case for Canadian
approved participants, these reports must be
audited reports in order to obtain a certain
comfort as to the accuracy of the information
presented therein.

In addition, since the Bourse is not as familiar
with the regulatory capital requirements that
are applicable in these jurisdictions as it is
with the Canadian requirements, it is proposed
that when a financial report submitted to the
Bourse is in a format that is different from the
JRFQR, such report be accompanied by a
written confirmation from the regulator, self-
regulatory organization or exchange having
jurisdiction that the foreign approved
participant satisfies the applicable regulatory
capital requirements.

Article 7157 — Statistical Information

From time to time, the Bourse may wish to
obtain statistical information from its approved
participants in order to carry on some analysis.
These statistics may be requested from all
approved participants or from a specific
category such as, for example, statistics
regarding transactions on the Bourse’s futures
market that would be requested only from
those approved participants that are active on
this market. The Bourse therefore considers
that it is necessary to keep article 7157 in its
Rules. However, it is proposed to make some
amendments to this article.

The first amendment would consist in
specifying that the obligation to provide such
statistics applies only if the Bourse requests
them. Article 7157 does not apply therefore to
reports that must be submitted periodically
such as, for example, the futures contracts
reports that must be submitted twice a week



when the number of contracts held by an
approved participant or by one of its clients
exceeds a certain threshold.

The Bourse also proposes to withdraw from
this article any reference to the Special
Committee — Regulatory Division and to
replace it by a reference to the Bourse.
Finally, the Bourse proposes to withdraw from
this article the provision that was specifying
that any request for statistics must be
authorized by the Special Committee.

The withdrawal of these two provisions is
explained by the fact that the request for some
statistics will generally be made in the course
of the day to day operations of the Regulatory
Division.  The Special Committee is not
directly involved in these day to day
operations, its main role consisting in
supervising the activities of the regulatory
Division on a high-level basis rather than on a
detailed basis. This role can be assimilated to
the role of a Board of Directors.

Consequently, the Division staff being directly
involved in the day to day operations, it will
be in a better position than the Special
Committee to evaluate the relevance and/or
the necessity of asking for such statistics. The
Bourse also considers that the fact of having to
obtain the authorization of the Special
Committee every time it wishes to obtain some
kind of statistics constitutes a useless burden
on the process to obtain such statistics. The
Bourse therefore considers that it should not
be necessary to obtain such an authorization.

Section 7401 - 7449 — Registered
Representatives and Investment

representatives

Before the transfer of its member regulation
activities to the IDA at the beginning of 2005,
the Bourse, in addition to these activities, was
also carrying on activities related to the
approval and the registration of various
categories of persons employed by approved
participants. These approval and registration
activities included two main aspects :

1° for all the persons carrying on their
activities in Quebec and whose functions or
responsibilities were requiring to be
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registered with the Autorité des marchés
financiers (AMF), be it as registered
representatives, investment representatives
or for any other relevant registration
category, the Bourse was registering these
persons with the AMF pursuant to
delegated powers from the AMF. These
delegated powers were applicable to all
Canadian approved participants carrying on
activities in Quebec regardless of the fact
that they were or not under the jurisdiction
of the Bourse in respect of financial
compliance and sales compliance; and

2° for employees of approved participants that
were under its audit jurisdiction, the Bourse
was also responsible for the approval of
these persons for the various approval
categories that are granted not pursuant to a
securities law or regulation but pursuant to
the Rules of the Bourse. Examples of such
approval categories are those that are
applicable to options contracts and to
futures contracts such as registered
representatives approved for these types of
instruments or persons responsible for the
supervision of trading activities in these
types of instruments.

When it transferred its member regulation
activities to the IDA, the Bourse renounced the
delegated powers of the AMF. The Bourse
also renounced the approval powers of
physical persons that it was exercising for
approved participants that were under its audit
jurisdiction before the transfer of this
jurisdiction to the IDA. Since January 1,
2005, the IDA exercises all these powers
exclusively except for one category of
approval retained by the Bourse, which is the
approval of “SAM Authorized Persons”.

SAM Authorized Persons are persons who are
employed by approved participants of the
Bourse and to whom approved participants
want the Bourse to grant them a direct access
to the electronic trading system of the Bourse.

The Bourse no longer exercising powers
delegated by the AMF nor approval powers
pursuant its own Rules (except for SAM
Authorized Persons), it could be considered at
first glance that all the articles that are in



Section 7401 — 7449 are no longer relevant
and that they should all be abrogated.

Rather than simply limiting itself to abrogate
this whole Section of its Rules, the Bourse
rather proposes to retain it, to abrogate some
of its articles that are effectively no longer
relevant for the reasons mentioned above and
to retain some other articles which, in the
opinion of the Bourse, are still relevant for
what regards SAM Authorized Persons.

This approach will allow to further clarify
some requirements that must be complied with
by SAM Authorized Persons in the course of
their  activities. Currently, the only
requirements that can be found in the Rules of
the Bourse regarding SAM Authorized
Persons are in paragraph A of article 6366 of
the Rules. Some provisions that are in Section
7401 — 7449 of the Rules can technically be
considered as being applicable to these
persons. However, to eliminate any
application and interpretation problem, the
Bourse proposes to amend the wording of the
articles that will be retained so that such
wording adequately reflects the fact that these
provisions are effectively applicable to SAM
Authorized Persons.

First, since it no longer approves registered
representatives nor investment representatives,
the Bourse proposes to replace the current title
of Section 7401 - 7449 by “Approved
Persons”. The purpose of this term is to
include SAM Authorized Persons. It has also
been preferred over a more specific
designation (e.g.: SAM Authorized Persons)
because if the wording of this designation is
changed for any reason in the future, it would
then be necessary to amend the Rule for
strictly housekeeping reasons. Furthermore,
SAM Authorized Persons are currently the
only persons approved by the Bourse for
trading on its market. It is not impossible that
in the future one or many other approval
categories be created. The addition of such
new categories would also require that
regulatory amendments be made to incorporate
them in the Rules of the Bourse. But in fact,
any new approved person category would be
subjected to the same requirements as those
that will be found in Section 7401 — 7449.
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For all these reasons, the Bourse prefers to use
in its regulations a generic term (approved
persons) that will include any approved
person, whatever the exact designation.

Article 7403 — Application for Approval as an
Approved Person

First, the Bourse proposes to add to article
7403 a provision similar to the one that exists
in paragraph A of article 6366 of the Rules of
the Bourse which provides that any person
employed by an approved participant wishing
to have access to the electronic trading system
of the Bourse must obtain the prior approval of
the Bourse. The addition of this provision to
article 7403 will allow clarifying the fact that
all the provisions of the articles of Section
7401 — 7449 that will remain in the Rules of
the Bourse apply to the persons approved by
the Bourse as SAM Authorized Persons.

Furthermore, in addition to some
housekeeping amendments to the second
paragraph of article 7403, the Bourse proposes
to withdraw the words “or related company”.
Related companies of approved participants
that are not themselves approved participants
are considered to be the clients of approved
participants when they trade on the Bourse’s
market. As such, they cannot have a direct
access to the electronic trading system of the
Bourse in a way other than through an order
routing system provided by the approved
participant and through which they execute
their transactions on the market. The
conditions that approved participants must
comply with when they provide such an order
routing system service to their clients are
specified in paragraph B of article 6366 of the
Rules of the Bourse. The persons employed
by clients of approved participants, including
those employed by their related companies,
and designated by these clients to trade the
Bourse’s products not being allowed to have a
direct access to the electronic trading system
of the Bourse, they are not required to be
approved in any capacity by the Bourse.

Finally, the Bourse proposes to withdraw from
article 7403 the exemption provision that was
appearing at the end of the article. The
purpose of that provision was to, when the
Bourse was exercising complete approval



powers for persons, clarify the fact that a
person who had already been approved by a
self-regulatory organization that was the audit
jurisdiction for the approved participant by
whom this person was employed was not
required to apply for such an approval by the
Bourse. For example, if a person employed by
an approved participant under the audit
jurisdiction of the IDA was approved by the
IDA as a Registered Option Representative for
options contracts, this person was exempted to
ask to the Bourse to be approved in that same
category. This provision thus allowed to avoid
any useless duplication of application by the
person and by its employing firm.

This exemption is no longer relevant not only
because the Bourse no longer exercises any
responsibilities in  connection with the
approval of individuals as previously
explained, but also because it is the only one
that can approve SAM Authorized Persons.

Article 7407 — General Restrictions Applicable
to Approved Persons

The Bourse proposes to further clarify article
7407 by adding therein a provision specifying
that an approved person wishing to execute
transactions for the account of persons other
than his/her own employer or for the account
of clients of his/her employer must obtain the
prior written consent of the Bourse. The
Bourse is of the opinion that this requirement
to obtain its prior consent will allow the
Bourse to have a better control and a better
monitoring of any person carrying on or
intending to carry on trading activities for
persons other than his/her own employer or
clients of such employer. An example of this
type of situation is the case of “jitneys” who
execute orders not only for the account of the
approved participant by whom they are
employed, but also for the account of other
approved participants.

In the second paragraph of this article, in
addition to some housekeeping amendments
that will allow to adapt the wording to the
“approved persons” concept, the Bourse
proposes to withdraw the reference to a related
company and this for the same reasons as
those previously discussed, i.e. the Bourse
does not approve any person employed by a

APPENDIX A

related company of an approved participant
since such related company is considered to
be, for the purpose of trading the derivative
instruments listed on the Bourse, a client of the
approved participant.

In addition, the Bourse wishes that the
provisions of this paragraph apply not only in
the case of a violation to the Rules of the
Bourse, but also to the Policies and procedures
of the Bourse. It is therefore proposed to add a
specification to this effect.

Finally, the Bourse wishes to clarify the scope
of the second paragraph. The end of the last
sentence of the current wording of this
paragraph reads as follows :

“... shall be deemed to be an infraction by
the approved participant who employed
him.” (our underlining)

A strict interpretation of this wording could
result in the approved participant arguing that,
if an infraction is identified after the
termination of the approved person as an
employee of the approved participant, this
person being no longer an employee, the
approved participant no longer has any
responsibility in respect of the infraction
committed by this person. Such an argument
could, for example, be invoked in the case of
an infraction that is found out shortly after the
termination of the employee.

The Bourse therefore proposes to amend the
above-mentioned wording so that it rather
reads as follows :

*“... shall be deemed to be an infraction by
the approved participant who was
employing this_approved person at the
time such act or omission occurred.” (our
underlining)

The Bourse considers that this wording will
allow to clarify the fact that even if the
approved person involved in such act or
omission is no longer employed by the
approved participant when this act or omission
are found out, the approved participant could
still be held responsible of such act or
omission.
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Article 7408 — Joint Accounts

In addition to some housekeeping amendments
allowing to adapt the wording to the
“approved person” concept, the Bourse
proposes to withdraw the reference to a related
company and this, for the same reasons as
those previously mentioned in the case of
article 7407.

Article 7409 — Dealings with Other Firms by
Approved Persons

The explanations of the proposed amendments
are the same ones as those provided in the case
of article 7408 above.

Article 7413 — Notice to the Bourse of
Termination of Employment or of Lawsuits
and Other Proceedings

In addition to withdrawing the reference to the
related company concept, as proposed for
other articles previously discussed and for the
same reasons, it is proposed to replace the
word “immediately” by “within the prescribed
delays” for what regards the filing with the
Bourse of an employment termination notice.
As a matter of fact, the Rules of the Bourse,
and more specifically paragraph A of article
6366 of the Rules of the Bourse, and the
official list of fees of the Bourse specify that
approved participants have a ten business days
delay to submit such a notice to the Bourse. It
is therefore more appropriate to refer to a
prescribed delay rather than requiring that
such notice be submitted immediately.

It is the same thing for what regards the
second paragraph of this article which,
pursuant to the current wording, imposes an
obligation to provide immediately a report on
any information relating to a lawsuit, an
investigation or proceedings regarding an
approved person. Here again, the Bourse
considers that this obligation to immediately
provide such a report is too strict for approved
participants because they may need a
minimum period of time to prepare such a
report or to collect all the required
information. The Bourse therefore does not
have in its Rules any prescribed delay
regarding the provision of such reports and
does not consider it necessary to implement
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such a delay. It is considered more
appropriate that the Rules only specify that
such report must be provided “as soon as
possible”, leaving to the approved participants
the care to determine at what time the required
information should be provided. Upon receipt
of such required information, the Bourse will
then determine if the information was
provided in a timely manner given the nature
of the information provided. Since pursuant to
the IDA requirements, as established in its
Policy No. 8, Canadian approved participants
must provide the required information within a
delay of five business days, the Bourse will
consider any information being provided
within this delay as having been provided
within a reasonable delay.

Finally, the Bourse proposes to withdraw the
exemption provision that was found at the end
of article 7413. The reason for withdrawing
this provision is that notwithstanding the fact
the persons approved by the Bourse provide
the required information to another regulatory
or self-regulatory organization through an
electronic system such as, for example, the
IDA COMSET system, the Bourse does not
currently have access to such a system. Since
it is in the interest of the Bourse to be
informed of any particular situation that may
affect the status of the persons that it approves,
the Bourse considers that it is essential to
ensure that approved participants provide all
the necessary information relating to persons
approved by the Bourse. Maybe it will be
possible in the future to implement such
exemptions if access to the existing systems
can be obtained or if information sharing
agreements with self-regulatory organizations
allow for the required information to be
systematically transmitted by these
organizations when it is communicated to
them.

Article 7414 — Transfers of Approved Persons

In the same manner as it is important for the
Bourse to be informed of the employment
termination of the persons that it approves and
of lawsuits or proceedings against these
persons, it is also important for the Bourse to
be informed of the fact that these persons are
employed by an approved participant that is
not the one for whom they had been approved
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in order to have records that are continuously
up to date.

It is therefore proposed to maintain article
7414 of Rule Seven regarding the transfer of
persons approved by the Bourse while at the
same time making the following amendments :

- withdrawal of the reference to the
“related company” concept (already
explained previously — see article 7407

above);
- replacement of the term “registered
representative or investment

representative” by “person approved
by the Bourse”; and

- withdrawal of the exemption provision
(already explained previously — see
article 7413 above).

In addition, the Bourse also proposes to
incorporate in article 7414 some precisions in
order to further clarify the interpretation and
application of this article. First, it is proposed
to specify the Bourse will not approve an
application for consent to a transfer if it has
not, prior to that application, received the
previous employer termination notice required
by article 7413. It is also proposed to specify
that if a delay of more than six months has
elapsed between the date of the termination of
the approved person employment with an
approved participant and the date on which
this approved person started his/her new
employment with the approved participant for
whom the transfer application is made, the
Bourse will consider that this constitutes a new
application and will therefore treat the
application not as a transfer application, but as
a new application for approval made pursuant
to article 7403 of Rule Seven. This
specification is necessary because pursuant to
article 7415 (see below), the approval of a
person by the Bourse will be cancelled if this
person does not carry on the activities for
which this person was approved for a period of
six months or more.

The purpose of these two additions to article
7414 is to formalize the practices of the
Bourse for what regards the transfer of
physical persons and the cancellation of
approvals.
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Article 7415 — Suspension or Revocation of
Approval of a Person Approved by the Bourse

In addition to adapting the wording of this
article to the fact that the Bourse approves
only SAM Authorized Persons, who are
designated as *“approved persons” for the
purposes of Rule Seven, it is proposed to make
the following amendments to article 7415.

First, the first paragraph refers only to the
“required qualifications”. The Bourse
considers that this term is too limited because
it may lead to believe that it encompasses only
gualifications that are related to professional
experience and proficiency. In fact, the
Bourse may impose certain conditions to the
persons it approves. For example, in the case
of approved persons of foreign approved
participants that are based in the United States,
these persons are only authorized to trade the
futures contracts of the Bourse that have been
formally approved by the Commaodity Futures
Trading Commission. The Bourse therefore
proposes that the wording of the first
paragraph be amended so that it contains not
only a reference to the qualifications required
by the Bourse, but also to any other condition
or requirement that the Bourse may consider
appropriate to impose.

Also, the second paragraph covers only
situations where there is a revocation of the
approval. The Bourse considers that the
provisions of this paragraph should apply not
only in the case of an approval revocation, but
also when such an approval is suspended and
therefore proposes to amend the wording of
this paragraph to that effect.

In addition, the current wording of this
paragraph imposes upon approved participants
the obligation to terminate the employment of
the person without giving any other precision
and prohibits the employment of this person
by an approved participant in any capacity.
The Bourse is of the opinion that this
prohibition is too restrictive and that it should
be outlined in a more precise manner. In fact,
the most important thing for the Bourse when
it suspends or revokes the approval of a
person, is that this person may no longer carry
on any activity related to his/her approved
person status. If, on the other hand, for any

12



reason, an approved participant wishes to keep
this person employed to carry on duties that
are not related to the status of a person
approved by the Bourse, the Bourse should not
prohibit such a thing and should limit its
prohibition to activities that are related to
those of a person approved by the Bourse. It
could also happen that the Bourse suspends or
revokes the approval of a person who is also
approved by other regulatory or self-regulatory
organizations. A suspension or revocation by
the Bourse of its approval of a person does not
have as an effect to suspend or revoke the
other approvals of this person, the Bourse
having no jurisdiction for these other
approvals. In such a case, the concerned
person should certainly no longer carry on
activities that are related to his/her status as a
person approved by the Bourse, but if the other
approvals of this person are maintained by the
regulatory and self-regulatory organizations
having jurisdiction, it is certainly not to the
Bourse to impose to an approved participant
such prohibitions that the concerned person
may no longer carry on not only activities
related to his/her status as a person approved
by the Bourse but also any other activity.

The Bourse therefore proposes to amend the
wording of the second paragraph of article
7415 so that it better describes the
employment prohibition mentioned in this
paragraph by specifying that such prohibition
applies only to employment as a person
approved by the Bourse.

Finally, the Bourse proposes to add a
provision to article 7415 in order to specify
that if, following the termination of
employment with an approved participant, an
approved person stops carrying on any activity
as an approved person for a period of six
months or more, this person’s approval shall
be automatically revoked.

Article 7416 - Approved Participant’s
Responsibility

The Bourse proposes to keep this article in its
regulations and to make some amendments to
specify that approved participants have the
obligation to ensure that not only their persons
who are approved by the Bourse, but also all
their other persons approved by a regulatory or
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self-regulatory organization comply with the
regulatory requirements of the Bourse.

Section 7450 — 7475 — Conduct of Accounts

Article 7450 — Business Conduct

Article 7450 establishes general principles to
be complied with by approved participants and
by their approved persons. The Bourse
considers that it is preferable to maintain this
article in its regulations.

However, it is proposed to withdraw the last
paragraph which refers to Policy C-2 of the
Bourse. As mentioned at the beginning of this
analysis, the Bourse no longer carrying sales
compliance activities, it intends to abrogate
this Policy which was setting minimum
supervision standards for retail accounts.

Article 7452 — Diligence as to Accounts

Although it no longer carries on member
regulation activities in connection with sales
compliance matters, the Bourse considers that
it should still retain in its regulations some
general principles such as those that are found
in subparagraphs a) to d) of paragraph 1) of
article 7452. It is therefore proposed to
maintain the principles that are set forth in
these subparagraphs with some housekeeping
amendments.  However, since the Bourse
intends to abrogate its Policy C-12 regarding
the minimum requirements for suitability relief
concerning trades not recommended by an
approved participant, it is proposed to abrogate
subparagraphs €) and f) of paragraph 1) of
article7452.

Also, although it no longer approves the
persons who are responsible for compliance at
approved participants neither the designated
responsible persons for options contracts and
futures contracts, the Bourse considers that it
is important to maintain in its regulation a
general principle stating that approved
participants must  designate  responsible
persons and, as may be needed, alternate
responsible persons in order to ensure an
adequate supervision and monitoring of
trading in derivative instruments that are listed
on the Bourse.
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The Bourse therefore proposes to keep
paragraph 2) of article 7452 but to amend it so
that the provisions of this paragraph reflect the
reality of the Bourse by withdrawing
therefrom some points that are no longer
relevant following the termination by the
Bourse of its member regulation activities.

First, it is proposed that the role of the
responsible person, as stated in the wording of
this paragraph be clarified by specifying that
this person is responsible for supervising and
monitoring the trading activities of the
approved participant in the derivative
instruments listed on the Bourse.

Secondly, the Bourse proposes to withdraw
from this paragraph the reference to Policy
C-13 of the Bourse which deals with the
responsibilities of the Chief Compliance
Officer and of the Ultimate Designated Person
since the Bourse intends to abrogate this
Policy (see the list of Policies of the Bourse
that will be abrogated in Section E of this
analysis).

The Bourse also proposes to withdraw the
reference to a branch or branch manager and
this because the main purpose of the
provisions of paragraph 2) of article 7452, as
amended, is to ensure that approved
participants will have in place persons that are
responsible for the supervision and monitoring
of trading activities in derivative instruments
listed on the Bourse. The discretion as to the
required number of responsible persons and
alternate persons as well as to the location
from where these persons will carry on their
responsibilities will be left to approved
participants.  In addition, considering the
electronic tools that are now available for most
approved participants and that allow to
supervise and monitor the trading activities
carried on in a branch at a distance, the Bourse
does not see the relevance of requiring that a
responsible person be designated for each
branch.

A very important point to mention is that the
responsible persons to whom refers paragraph
2) of article 7452 do not have to be approved
by the Bourse. The purpose of the proposed
amendments is not to create a new approved
person category but to require from approved
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participants that they designate someone to
ensure the supervision and surveillance of
trading activities in derivative instruments and
that they inform the Bourse about the identity
of these persons so that the Bourse can
communicate with these persons when a
problem occurs or in the course of an analysis,
an investigation or an examination. It is
therefore proposed to add to paragraph 2) of
article 7452 a provision specifying that the
responsible person and the alternate persons
do not have to be approved by the Bourse, but
that approved participants must provide to the
Bourse all the necessary information regarding
the identity of these persons.

The implementation of these requirements
should not cause problems for the approved
participants of the Bourse because experience
shows that it is a practice that is already in
place.

Finally, it is proposed to abrogate paragraphs
3) to 7) of article 7452 since these are
provisions that apply to the management of
clients’ accounts. The Bourse no longer
carrying on regulatory activities related to
sales compliance, these provisions are no
longer relevant.

Article 7453 — Application as to Diligence of
Accounts

The Bourse considers that paragraph 1) of
article 7453 should be retained but with
amendments to limit the scope of this
paragraph only to accounts set up to trade
derivative instruments. Effectively, it can
frequently happen that the corporate statutes of
a company or an institution prohibit the
trading of derivative instruments or, if they do
not prohibit it, impose restrictions such as, for
example, limiting trading of derivative
instruments to hedging transactions only.

It therefore appears important to the Bourse
that it requires from its approved participant
that they take all necessary measures to ensure
that there exist no prohibitions or restrictions
for what regards the capacity of a corporate or
institutional account to trade derivative
instruments and that the persons acting for the
account of such corporation or institution are
effectively authorized to do so.
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The Bourse is also of the opinion that there is
reason to retain paragraph 2) of article 7453.
Here again, it must be ensured that approved
participants adequately document their records
when an account is opened in the name of a
nominee.

Article 7454 — Designation of Accounts and
Transactions of Employees of Approved

Participants

The Bourse proposes to retain this article with
only minor amendments.

For what regards paragraph 1) of this article,
the determination of the real identity of the
owner may prove to be an essential
information for the purpose of an analysis, an
investigation or an examination made by the
Bourse. The Bourse therefore considers that it
is necessary to retain this paragraph in order to
ensure the availability of this information.
The only amendment proposed consists into
eliminating the requirement to retain the
information at the principal office of the
approved participant in Canada. The Bourse
has some thirty foreign approved participants
who do not have any place of business in
Canada. In their case it could be impossible or
uselessly complicated and expensive to
maintain the required information in an office
in Canada. What is important, is that the
information be available and readily accessed
to if needed.

In the case of paragraph 2), the Bourse also
proposes to retain the provisions that are
contained therein but here again by limiting
their scope to accounts and transactions on
derivative instruments. One of the main
reasons why the Bourse wishes to retain these
provisions in its regulations is that Bourse
wants to ensure that the persons it approves
(SAM Authorized Persons) do not open
derivative trading accounts with an approved
participant other than the one that employs
them without their employer being informed
and expressly agreeing with the opening of
such an account. The opening by an approved
person of an account with an approved
participant that is not his/her employer
presents some conflict of interest risks, this
person possibly taking advantage of privileged
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information to execute transactions to his/her
benefit without his/her employer being in a
position to be informed of such transactions.
The Bourse therefore considers that it is
necessary that the employer of the approved
person be able to determine whether or not it
agrees with the opening of such an account
and, if it agrees, that it be kept informed on the
activities of such account by way of the trade
confirmations and statements of accounts
issued by the approved participant with whom
the approved person has opened an account.

Article 7456 — Conflict of Interest

The Bourse considers that the provisions of
this article should be retained in its regulations
by limiting its scope to transactions on
derivative instruments listed on the Bourse. In
addition to this amendment, article 7456 as it
exists now is still relevant because it is
expressing a general principle pursuant to
which approved participants must ensure that
they do not create any conflict between their
own interests and those of their clients.

Article 7466 — Record of Complaints

The Bourse proposes to retain this article by
making necessary amendments thereto to
reflect the fact that the complaints that will be
of interest to the Bourse will be those that are
mainly related to the trading of derivative
instruments on the Bourse’s market.

Although the Bourse no longer carries on
member regulation activities, it can still be
called to handle some complaints from clients,
approved persons, approved participants or
other persons in connection with the trading of
derivative instruments listed on the Bourse.
These complaints may be about market quality
(e.g.: complaints relating to the lack of
liquidity of a derivative instrument or to the
price of such instrument), on manipulation
allegations or on matters related to non
compliance with the trading procedures of the
Bourse.

Although some complaints may be transmitted
directly to the Bourse, it frequently happens
that clients wishing to file a complaint will
first do it with the approved participant they
are dealing with. If this approved participant
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settles the complaint to the client’s
satisfaction, the Bourse will generally not be
required to intervene. However, it can be
required to do so and to initiate an analysis
and/or an investigation if the complainant is
not satisfied with the handling of his/her
complaint by the approved participant or if this
one refers the case to the Bourse.

When such complaints are received by
approved participants, they have an obligation
to record them in a register set up for that
purpose. They also have the obligation to
maintain files in respect of these complaints,
in which files must be accumulated and
retained all documents relating to the
treatment of these complaints.

All these records and files must be made
available to the Bourse on request for
consultation.

The Bourse also wishes to profit from the
updating of article 7466 to incorporate therein
records and files retention requirements that
already exist for other types of documents.
Thus, article 6377 of the Rules of the Bourse
respecting the maintenance of order records,
imposes a seven (7) years retention period.
Also, National Instrument 21-101 respecting
marketplace operations also imposes a seven
(7) years retention period for most records
created by marketplaces. The Bourse
therefore proposes to apply to the complaints
register and to the records related to these
complaints a retention period identical to the
one already prescribed for most other register
and records generated by the approved
participants’ activities and operations.

The Bourse also proposes to add to article
7466 a new paragraph 3 in which will be
specified the minimum information that should
be found in a complaint register so that this
register be as informative as possible. The
information that should be entered into the
register should be the following ones :

i) the complainant’s name;

ii) the complaint date;

iii) the name of the person who is the
subject of the complaint;

iv) the derivative instruments that are the
subject of the complaint;
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v) the materials revised by the approved
participant in the course of its
investigation;

vi) as the case may be, the names and
titles of persons interviewed by the
approved participant in the course of
its investigation and the dates of such
interviews; and

vii) the date and the conclusions of the
decisions rendered in connection with
the complaint.

The addition of these provisions to article
7466 will allow to clarify what are the
expectations of the Bourse for what regards
the information that should be found in the
complaint register that must be maintained by
all approved participants of the Bourse.

Article 7467 — Keeping Records of orders

Pursuant to the requirements of National
Instrument 23-101 (Trading Rules), Canadian
securities brokers are required to maintain
registers and records in which must be found
numerous information allowing to have a
complete audit trail of transactions made. The
starting point of this audit trail is the reception
of an order and allows to trace the complete
trail of this order up to its final execution.
Also, Regulation 200 of the IDA specifies
various information that must be contained in
orders registers and records.

The regulations of the Bourse do not contain
specific provisions regarding the information
that must be recorded in registers and records.
The Bourse therefore proposes to incorporate
such provisions in its regulations limiting
these, however, to the sole information that is
relevant for derivative instruments that are
traded on its market.

To that effect, the Bourse inspired itself from
National Instrument 23-101 and from IDA
Regulation 200.

G) Public Interest
The abrogation of some articles of Rule Seven
of the Bourse, the amendments that are

proposed to some other articles of this Rule
and the abrogation of series C Policies that are

16



mentioned in this analysis all have the same
objectives, which are :

- reflect the fact that the Bourse no longer
carries on member regulation activities in
connection with financial compliance and
sales compliance;

- eliminate from the regulations of the
Bourse all the provisions which, in reason
of the withdrawal of the Bourse from the
member regulation field, are no longer
relevant; and

- clarify and adapt the regulatory
provisions that are retained so that they
better reflect the main vocation of the
Bourse, i.e. the regulation of trading
activities on its market.

The various abrogations and amendments that
are proposed to Rule Seven and to the Series C
Policies of the Bourse will not prejudice in any
way the interests of the investing public in
general nor those of approved participants of
the Bourse or of the Bourse itself and will
allow the regulations of the Bourse to be better
adapted to the realities and requirements of the
market operated by the Bourse.

Since the proposed abrogations and
amendments will significantly modify the
regulations of the Bourse in respect of
approved participants’ operations, the Bourse
considers that these proposed amendments and
regulations are of public interest.

H) Impact of the
Amendments on Systems

Proposed

The proposed regulatory abrogations and
amendments will have no significant impact
on the financial market structure, on
competition and on compliance costs. In
addition, they will allow to simplify and
clarify the regulations of the Bourse by
deleting therefrom an important number of
provisions that are no longer relevant and by
amending the retained Rules so that their
interpretation and application be easier.

) Interest of Financial Markets

The Bourse considers that the proposed
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abrogations and amendments will not
negatively affect the interests of financial
markets and will not impose an unnecessary or
inappropriate burden upon competition.

11l COMMENTS
A) Efficiency

As previously mentioned, the objective of the
proposed abrogations and amendments to Rule
Seven of the Bourse and of the abrogation of
the Policies of the Bourse that are discussed in
this analysis is to update the regulations of the
Bourse so that they no longer contain
provisions that are now irrelevant in reason of
the fact that the Bourse no longer carries on
member regulation activities related to
financial and sales compliance and to ensure
that the regulatory provisions that are retained
reflect clearly and adequately the requirements
of the Bourse for what regards the trading
activities of the approved participants of the
Bourse.

The approval of these amendments will result
in regulations that are clearer and will
eliminate any confusion related to their
interpretation and their application.

B) Process

The first step for the approval of the regulatory
abrogations and amendments that are proposed
in this analysis consisted in having them
approved by the Special Committee -
Regulatory Division of the Bourse.

Once approved by the Special Committee, the
proposed abrogations and amendments,
including this analysis are simultaneously
published by the Bourse for a 30 days
comment period and submitted to the Autorité
des marchés financiers for approval.

Finally, a copy of the abrogations and
amendments proposal is transmitted to the
Ontario Securities Commission for
information.
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rendered on December 30, 2004 -
Authorization granted to Bourse de
Montréal Inc. to renounce to the
exercise of functions and powers
delegated by the Autorité des marchés
financiers — Weekly Bulletin of the
Autorité des marchés financiers of
January 7, 2005 (Vol. 2, no 1) -
Available in French only

Rules Manual of the Investment
Dealers Association of Canada (IDA)
National  Instrument 21-101 -
Marketplace Operation

National Instrument 23-101 — Trading
Rules
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RULE SEVEN
OPERATIONS OF APPROVED PARTICIPANTS

Section 7001 - 7075
Financial Conditions - General

7001 Compliance with the-Legal fRequirements-ef-the-Securities-Act
(01.04.93, 13.09.05, 00.00.00)

Every approved participant must comply with the requirements of any legislation applicablethe
Seeurities-Actrelating to the regulation of brokerage and accounts, examination and information and must
provide or make available to the-vice-president-of-the-Regulatory-Division-of-the Bourse all information
which the Bourse may request for the purpose of any examination or investigation-being-made-by-him of
the business or operations of such approved participant. Failure to comply with any of the provisions of
applicable lawsthe-said-Aet or with any requirements of the Bourse pursuant thereto shall be deemed an
act detrimental to the interest and welfare of the Bourse.

7002 Form of Reports
(01.04.93, 13.09.05, 00.00.00)

The Special Committee may set the scope, the preparation methodbasis and the form of any report that
must be submitted to the Bourseaccounting—addits,balance-sheets,—repoerts—and-statements—prepared by
approved participants’ pursuant to the Rules of the Bourse, to the provisions of a securities legislation or
pursuant to a decision, an order or a specific request of the Bourse or of one of its committees, including
the Special Committeeauditors—underthe-previsions-of-the-Securities-Aet and the specifications of any
system permitting to ensure the implementation and maintenance of books or records—keeping—and
acceunting to be used by approved participants in connection with the carrying on of their business.

7003 Disclosure to Customers of Approved Participants' Financial Condition
(30.10.89, 01.02.93, 01.04.93, 13.09.05, abr. 00.00.00)
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includi inatod | :

7004 Publication of a Consolidated Statement -of Financial Condition
(01.02.93, 01.04.93, 13.09.05, abr. 00.00.00)




APPENDIX B

7005 Definitions
(01.04.93, 13.09.05, 00.00.00)

For the purposes of this Rule Seven, unless otherwise specified, terms used are defined either in article
1102 of the Rules of the Bourse or in the “Joint Regulatory Financial Questionnaire and Report” form of
Policy C-3.

7006 Capital Requirements
(01.04.93, 13.09.05, abr. 00.00.00)

7007 Restricted Trading Permit Holders
(01.05.89, 01.04.93, 13.09.05)

Restricted trading permit holders who are not dealing with the public, except in the capacity of trading
representative for an approved participant, are not required to maintain any minimum net worth.
However, they must make an annual declaration to the Bourse that their status in this respect has not
changed during the past year.

Restricted trading permit holders who clear their transactions through a clearing approved participant
must maintain a net worth equal to $25,000.

If, in addition, these restricted trading permit holders act as market-makers or as traders in futures
contracts, they must, in addition to the net worth required in the preceding paragraph, maintain an
additional net worth



1)

2)

APPENDIX B

as market makers:

of $10,000 per assignation up to a maximum of $25,000;
as futures contracts traders:

$25,000.

For the purpose of this article, "net worth" means the excess of cash and marketable securities, marked

to market, over the aggregate liabilities.

This requirement is deemed satisfied if a letter of guarantee, in a form prescribed by the Bourse and

containing a provision regarding the maintenance of "net worth", has been issued and is still in effect on
behalf of such restricted trading permit holder by the clearing approved participant and in accordance
with article 6082. The clearing approved participant must provide against its own capital any deficiency
of "net worth™ in the account of the restricted trading permit holder approved participant for whom it has
issued a letter of guarantee.

7008 Joint Account

1)

2)

3)

(01.04.93, 13.09.05)

A restricted trading permit holder who is a market-maker and does not deal with the public may have
a joint account agreement with one other person who may not be an approved participant of the
Bourse. Each joint account agreement must comply with the requirements of the Bourse, including
disclosure for all other securities accounts in which the partner who is not an approved participant has
a direct or an indirect interest and be approved by the Bourse. Such approval may be withdrawn at
the discretion of the Bourse.

Each market-maker who makes an arrangement to finance his transactions in securities on which he
has been appointed must inform the Bourse of the name of the creditor and the terms of such
arrangement. The Bourse must be informed immediately of the intention of any party to terminate or
change any such arrangement, or to issue a margin call.

On request, a market-maker must submit to the Bourse a monthly report of his use of credit pursuant
to the present rule.

7009 Subordinated Loans
(01.04.93, 13.09.05, abr. 00.00.00)

7010 Early Warning System
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(01.09.89, 01.07.91, 01.10.92, 01.04.93, 11.03.98, 08.05.03, 29.07.03, 13.09.05, abr. 00.00.00)
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7011 Establishing and maintaining adequate internal controls
(00.00.96, 13.09.05, 00.00.00)

Every approved participant must establish and maintain adequate internal controls to assist in
achieving the objective of ensuring, as far as practical, the orderly and efficient conduct of the approved

participant's business.in-accordance-with-Policy-C-4-of the Bourse:
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Section 7076 - 7150
Insurance_(abr. 00.00.00)

7076 Insurance
(28.02.87, 09.10.87, 30.12.88, 06.08.90, 20.12.91, 01.05.92, 03.03.93, 01.04.93, 01.12.94,
08.11.95, 20.12.96, 01.07.97, 01.04.03, 01.01.05, abr. 00.00.00)
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7077 Reporting of Insurance Claims
| (01.04.93, 13.09.05, abr. 00.00.00)

Section 7151 - 7159
Financial Reports

7151 Financial Questionnaires and Reports
(01.04.93, 13.09.05, 00.00.00)

13
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Approved participants must file with the Bourse, when requested by it, at-such—times—as—may—be
designated, a copy of the most recent auditedesmpleted financial questionnaire and report completed in
thesueh form prescribed byin Policy C-3 of the Bourse.

7152  Members of Other Recognized Exchanges or Requlatory or Self-Regulatory
OrganizationsAsseciations
(01.04.93, 13.09.05, 00.00.00)

Where an approved participant of the Bourse is also a regulated entity, as defined in Policy C-3_of the
Bourse, and prepares reports and financial statements as required by sueh-another recognized exchange or
regulatory or self-regulatory organizationasseeiation, the Bourse may—by—prior—arrangement-with-the
approved—participant; accept, in lieu of the questionnaire and report to which article 7151
refersrequirements-underthis-seetion, an copy of the most recent audited reports and financial statements
filed by the approved participant with this other exchange or regulatory or self-regulatory organization
along with a written confirmationannual-certificate; from such other receghized-exchange or regulatory or
self-regulatory organizationasseciation,—stating that the approved participant satisfies all of its

requwements relatlnq to the requlatorv capital requwed to be malntalnedas—ef—the—da{e—ef—the—annual

7153 Trading activity statement - Restricted Trading Permit Holders
(04.05.98, 13.09.05, 00.00.00)

Upon request from the Bourse, the clearing approved participant has the obligation to provide a trading
activity statement from the previous day or for a specified period of time, for each restricted trading
permit holder_for whom the approved participant clears and guarantees the transactions made on the
Bourse. This statement must contain the following information:

a) daily activity result;

b) year to date activity result;

c) margin required on positions held;

d) guarantee deposits;

e) cash movements (deposits, withdrawals, interest or dividend adjustments to the account); and

f) the global balance of account.

7154  Interim Questionnaires
(01.04.93, 13.09.05, abr. 00.00.00)
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7155 Monthly Financial Report
(01.04.93, 11.03.98, 13.09.05, abr. 00.00.00)

7156  Working Papers
(01.04.93, 13.09.05, abr. 00.00.00)

7157  Statistical Information
(01.04.93, 29.07.02, 01.10.02, 00.00.00)
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Every approved participant must provide to the Bourse, upon request, such statistical information with
respect to itshis business as, in the opinion of the BourseSpectal-Commitiee, may be necessary or in the

interest of all approved participants of the Bourse..—provided-that-anyrequest-for-such—informationbe

Section 7160 - 7170
Audit Requirements
| (abr. 00.00.00)
7160  Audits
(01.04.93, 13.09.05, abr. 00.00.00)

7161  Appointment of Approved Participants’ Auditors
| (01.04.93, 13.09.05, abr. 00.00.00)

7162 Resignation of Approved Participants' Auditors
| (01.04.93, 13.09.05, abr. 00.00.00)

7163  Auditor's Reports
(01.04.93, 13.09.05, abr. 00.00.00)

7164  Audit Deadline
(23.06.89, 01.04.93, 15.07.97, 13.09.05, abr. 00.00.00)

7165  Audit Guidelines
(30.09.89, 01.04.93, 15.07.97, 13.09.05, abr. 00.00.00)
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Section 7251 - 7300
Registration of Securities_(abr. 00.00.00)
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7251 Registration of Securities
(01.04.93, abr. 00.00.00)

7252 Redemption agent
(01.04.93, 01.03.94, 13.09.05, abr. 00.00.00)

Section 7351 - 7400
Offices and Employees

7351 Addresses of Approved Participants
(01.04.93, 13.09.05, 00.00.00)

Every approved participant must provide the Bourse with an address where notices may be served; and
must subsequently inform the Bourse prior to any changes thereof.where-netices-may-be-served:

7352 Branch Offices
(01.08.87, 01.04.93, 21.08.02, 13.09.05, abr. 00.00.00)
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7353  (Reserved for future use)

7354  Hiring of Exchange Employees
(01.04.93, abr. 13.09.05)

7355  Use of Offices by Clients and other Non-Employees Prohibited
(01.04.93, 13.09.05, abr. 00.00.00)

Section 7401 - 7449
Registered-Representativesand-tnvestment RepresentativesApproved Persons (00.00.00)

7401  Approval
(01.04.93, 13.09.05, abr. 00.00.00)

7402 Classes of Registration
(01.04.93, 21.08.02, 13.09.05, abr. 00.00.00)

T oo elasses of reaistration:
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7403  Application for Approval as an Approved Person
(01.04.93, 13.09.05, 00.00.00)

Any person employed by an approved participant of the Bourse and wishing to have access to the
electronic trading system of the Bourse must obtain the prior approval of the Bourse.

The application for approval as an approved personinvestment—advisor—or—representative must be

submitted inen the form prescribed by the Bourse and must be signed by both the applicant and the
approved participant-errelated-company by whom the applicant is employed.

7404  Qualifications (Full Registration)
(01.04.93, abr. 21.08.02)

7405 (Reserved for future use)

7406 Qualifications (Limited Registration)
(01.04.93, abr. 21.08.02)

7407 Qualifications (Restricted Registration)
(01.04.93, abr. 21.08.02)

7407 General Restrictions applicable to Approved Persons
(01.04.93, 13.09.05, 00.00.00)

Unless prior written consent to the contrary from the Bourse, Aa person approved by the

Bourseregistered-representative-or-investmentrepresentative may only transact business for the account of
the approved participant-er+elated-cempany by whom this personhke is employed_and for the accounts of
the approved participant’s clients.

All transactions made by an approved personregistered—representative—or—investment—representative
must be made on behalfin-the-name of the approved participant-errelated-company by whom the person is
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employed, and such approved participant is responsible for all acts and omissions of such approved

personregistered—representative—or—investment—representative. Any act or omission of an approved
personregistered-representative-or-investment-representative which would constitute an infraction of any

rule, policy or procedure of the Bourse shall be deemed to be an infraction by the approved participant
who was employinged this approved personhim at the time such act or omission occurred.

7408 Joint Accounts
(13.09.05, 00.00.00)

No approved participant-er—related-company must permitapprove the opening of a joint account in

which an approved personregistered—representative—or—investment—representative employed by such
approved participant-errelated-company has an interest of any kind, whether direct or indirect.

7409 Dealings with Other Firms_by Approved Persons
(01.04.93, 13.09.05, 00.00.00)

No_person approved by the Bourse—registered—representative—or—investment—representative must

maintain, in his own name or any other name, an account in securities, options or futures contracts over
which he has, directly or indirectly, trading authority or control with any approved participant-orrelated

company other than the approved participant-er—related-company by which he is employed, without the
written consent of his employer as required by article 7454,

7410 Fixed Duties
(02.04.91, 01.04.93, 07.04.03, abr. 00.00.00)

7411 Outside Remuneration Prohibited
(06.08.90, 01.04.93, 13.09.05, abr. 00.00.00)
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7412  Arrangements with Clients
(01.04.93, 13.09.05, abr. 00.00.00)

7413 Notice to the Bourse of Termination of Employment or of Lawsuits and other proceedings
(01.04.93, 13.09.05, 00.00.00)

Every approved participant-and—related—company must wamediately—give to the Bourse, within the

prescribed delays,:

—notice of the termination of the employment of any person approved by the Bourseregistered
representative-er-ivestmentrepresentative and, in the case of a dismissal for cause, a statement of the

reasons therefore..and

2In addition, any approved participant must provide to the Bourse, as soon as possible, a report of any
information it has regarding any lawsuit, investigation or proceedings affecting the approvallicensing-or
registration of any of its persons approved by the Bourseregistered—representatives—or—investment
representatives by any regulatory or self-regulatory organizationsecurities—commission—er—comparable
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7414  Transfers of Approved Persons

(01.04.93, 13.09.05, 00.00.00)

No approved participant-er—related-company must employ a person approved by the Bourseregistered

representative—or—investmentrepresentative formerly employed by any other approved participant—er
related-company until the Bourse has given its prior approval to such employment. Any application for

such consent must be submitted in the form prescribed by the Bourse and must be signed by both the

approved personregistered-representative—or-investmentrepresentative and the approved participant-er
related-company proposing to employ him.

The Bourse will not approve an application for such consent if it is established that the approved
participant by which the approved person was previously employed has not transmitted to the Bourse the
notice of termination of employment required pursuant to article 7413.

If the period of time between the date of the approved person termination of employment with the
approved participant by which this approved person was employed and the date on which this approved
person employment with another approved started is six (6) months or more, the Bourse will not approve
the application for consent filed pursuant to this article and an application for approval pursuant to article

7403 of thls Rule shall be submltted to the Bourse

7415 Suspension or Revocation of Approval of a Person Approved by the Bourse
(01.04.93, 13.09.05, 00.00.00)

If a person approved by the Bourseregistered-representative-or-investmentrepresentative no longer

meets the required qualifications_or any other condition or requirement that may be prescribed by the
Bourse, the Bourse may suspend or revoke its approval.

In the event of amy—such suspension or revocation by the Bourse of the approval of an approved

personregistered-representative-orinvestment representative pursuant to thise-present article or pursuant
toef article 4105 of the Rules of the Bourse,-and unless otherwise ordered by the Special Committee, the

approved participant-errelated-company employing this personkim must immediately discontinue suchhis
employment as a person approved by the Bourse and thereafter this personfe must not be employed in

thea_sameny capacity by any approved participant-er—related—company without the permission of the
Special Committee. Any such permission may be revoked at any time by the Special Committee.

The approval by the Bourse of any person shall be automatically revoked when this person, following the
termination of this person employment with an approved person, does not reintegrate an employment
requiring such an approval with an approved participant within a delay of six (6) months following the
date on which this person employment was terminated.

7416  Approved Participant's Responsibility
(01.04.93, 13.09.05, 00.00.00)
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Each approved participant-and-related-company must ensure that all persons approved by the Bourse or

by any other reqgulatory or self-requlatory organizationregistered—representatives—er—investment
representatives employed by it comply with the provisions of all Rules and Policies of the Bourse.

7417 Mutual Fund Units Sales Incentives
(19.09.94, 13.09.05, abr. 00.00.00)

Section 7450 - 7475
Conduct of Accounts

7450 Business Conduct
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(01.04.93, 13.09.05, 00.00.00)

All approved participants must at all times adhere to the principles of good business practice in the
conduct of their affairs.

The business of approved participants, approved persons or restricted trading permit holders and their
dealings amongst themselves and with the public must at all times comply with the standards set forth in
the Bourse regulations.

7451 Disclosure of Conflicts of Interests or Contrary Views
(11.03.85, 11.03.92, 13.09.05, abr. 00.00.00)

7452  Diligence as to Accounts
17.06.86, 01.08.87, 05.09.89, 15.09.89, 04.12.92, 01.04.93, 02.07.96, 09.03.99, 23.08.02,
21.11.03, 22.01.04, 13.09.05, 00.00.00)

1) Every approved participant must use diligence:

a) to learn and remain informed of the essential facts relative to every customer and to every order
or account accepted;

b) to ensure that the acceptance of any order for any account is done in accordance with principles
of good business practice;

c) to ensure, subject to paragraphs d), e}-and-£-hereunder, that the acceptance of any order for any
account from a customer is suitable for such customer given his financial situation, his
investment knowledge, his investment objectives and his risk tolerance;

d) to ensure, when recommending to a customer the purchase, sale, exchange or holding of any
derivative instrument listed and traded on the Bourseseeurity, that the recommendation is

suitable for such customer given his financial situation, his investment knowledge, his
investment objectives and his risk tolerance.
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2) Every approved participant:

a—must designateesseint—n—assordancewith-Peliey CA3 of the Bourse. anulmatedesicrated

person_responsible for the supervision and surveillance of the trading activities in derivative

instruments listed on the Bourse-er—in-the-case-of-a-branch-effice—a-branch-managerreporting
directhy-to-an-ultimate-designated-person: and_

b)—where necessary to ensure continuous supervision, may—appeirt—one or more alternate
designated-person_to this responsible person.;

The responsible person and the alternate persons do not have to be approved by the Bourse, but
approved participants must provide the Bourse with a list of those persons along with all necessary
information to allow the Bourse to communicate with them as needed. Approved participants are also
required to immediately inform the Bourse when changes are made to this list.

who-must-be-approved-by-the Bourse—-The responsibleultimate-designated person-or—in-the-case-ofa

branch-officethe-branch-manager is responsible for establishing and maintaining procedures and for
supervising trading activities in derivative instruments listed on the Bourseaccount—opening—and

aceountactivity. This personHe must ensure that the handling of each client ordersbusiness is within
the bounds of ethical conduct, consistent with just and equitable principles of trade and not
detrimental to the reputation of the Bourse or the interests or the welfare of the public or the Bourse.
This personHe must supervise activitiesy relating to the trading of derivative instruments listed on the

Bourseseeurities in accordance with Bourse requirements and policies. In the absence or incapacity of
the responsibleuttimate-designated person, his authority and responsibilities must be assumed by an
alternate responsibledesignated person.
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7453  Application as to Diligence of Accounts
| (01.04.93, 13.09.05, 00.00.00)

1) Corporate Clients

In the case of an margin-account carried by an approved participant for a corporation_for the purpose

of trading in derivative instruments, the approved participant must make sure that the corporation has

the right under its charter and by-laws to engage in the intendedmargin transactions for its own

account and that the persons from whom orders and instructions are accepted are duly authorized by

the corporation to act on its behalf. It is advisable in each such case for the approved participant
| accepting the margin-account to obtain a copy of the corporate charter, by-laws and authorizations.

Where it is not possible to obtain such documents, a partner, an officer or a director of the approved
| participant carrying the account must prepare and sign a memorandum for- the files of the approved
participant indicating the basis upon which he believes that the corporation may properly engage in
| the intendedmargin transactions and that the persons acting for the corporation are duly authorized to
do so.
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2) Nominee Accounts

When a nominee account is carried by an approved participant, its records must contain the name of
the principal for whom the nominee is acting and written evidence of the nominee's authority.

7454  Designation of Accounts and Transactions by Employees of Approved Participants
| (01.04.93, 13.09.05, 00.00.00)

No approved participant must carry an account:

1) in the name of a person other than that of the client, except that an account may be designated by a
number, a nominee name or other identification provided the approved participant maintains at-its
principal-office-in-Canada-sufficient identification in writing to establish the beneficial owner of the
account or the person or persons financially responsible for same. This information must be available
at all times upon the request of the Bourse;

2) for a partner, officer, director or any employee of another approved participant either jointly or with
another or others without the prior written consent of the employer; nor must make a derivative
instrumenteash-or-rargin transaction or carry an-margin account in derivative instrumentsseeurities
or-futures—contracts in which any of the above is directly or indirectly interested. A copy of such
consent of the employer must be kept in the client's file and duplicate reports and monthly statements
must be sent to a partner, officer or director designated in such consent (other than the person for
whom the account is carried). This paragraph does not apply to any director who is an outside
investor with respect to the approved participant or its holding company and whose investment
therein does not contravene Rule Three.

7455 Confirmation and Statement of Account to Client
| (06.11.89, 01.04.93, 29.10.93, 30.09.94, 02.08.95, 18.02.97, 26.03.03, 13.09.05, abr. 00.00.00)
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7456  Conflict of interests
| (01.04.93, 13.09.05, 00.00.00)

No approved participant acting as agent for a customer to buy or sell derivative instruments listed on
the Bourseseeurities may be the buyer or seller on his own account or otherwise act in such a manner as
to create a conflict between his own interests and those of his client.

Notwithstanding the foregoing, an approved participant acting as a market-maker will be deemed not
to act in a manner as to create a conflict of interest.

7457  Transactions Prohibited
| (01.04.93, 13.09.05, abr. 00.00.00)

7458  Service Fees
| (01.07.89, 01.04.93, 13.09.05, abr.00.00.00)
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7459 Margin Agreements
| (01.04.93, 13.09.05, abr. 00.00.00)

7460 Clients' Indebtedness - Approved Participants' Rights
| (01.04.93, 13.09.05, abr. 00.00.00)
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7461 Guarantees of Margin Accounts
(01.05.87, 30.09.87, 01.09.92, 13.09.05, abr. 00.00.00)
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7461A Hedge Agreement
| (30.07.97, 13.09.05, abr. 00.00.00)

7462  Account transfers
| (01.02.91, 01.04.93, 02.06.95, 06.10.99, 13.09.05, abr. 00.00.00)
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7463  (Reserved for future use)

7464  Discretionary Cash Settlement Rule
(01.04.93, 13.09.05, abr. 00.00.00)

7465 R.R.S.P.s Administered by Approved Participants and Other Similar Plans
(01.04.93. 02.08.94, 13.09.05, abr. 00.00.00)
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7466 Record-of-Complaints Record and Files

(01.04.93, 13.09.05, 00.00.00)

1) Each approved participant must keep an up-to-date record in-a-—central-place-of all written complaints
received by the approved participant resulting from the conduct of the approved participant or of one
of its .approved personsthat-relate in connection withary-way-te orders or transactions in derivative

mstruments Ilsted on the Bourseth&eenduekbu&ms&emﬁa%eﬁkm&pp@md—p&ﬁmp&rﬁ—e#@#&
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2) A-cComplaint files must be retained for seven (7) years. Furthermore, approved participants must
maintain an up-to-date record of all complaints and subsequent documentation received relating to

the conduct of the approved participant or of one of its approved persons in connection with orders or

transactions in derivative instruments listed on the Bourse. Such record ard—any—+eply—to—the

complaint-must be retained for a period of seven (7) yearstwenty-four-menths from the date of receipt
of the complaint by the approved participant and must be made available to the Bourse upon request.

3) The complaint record must, at a minimum, contain the following information:

i)

the complainant’s name;

i)

the date of complaint;

iii)

the name of the individual who is the subject of the complaint;

iv)

the derivative instruments which are the subject of the complaint;

V)

the materials reviewed in the investigation made by the approved participant;

Vi)

if applicable, the name and title of the persons who were interviewed by the approved

vii)

participant in the course of its investigation of the complaint and the date of such interviews;
and
the date and conclusions of the decision rendered in connection with the complaint.

7467

Keeping Records of Orders
(08.09.89, 01.04.93, 02.07.96, 13.09.05, 00.00.00)

1) Every approved participant must maintain books and records necessary to record properly its trading

activities in derivative instruments listed on the Bourse, including, without limitation:

a)

Records containing an itemized daily record of all orders and trades in derivative instruments.

Such records must contain the following information for each such order or transaction:

In the case of trades in all derivative instruments,

i) the identity of the client for whom or the account for which the order was received;

ii) the date and time on which the order was received:;

iii) the identity of the person who received the order;

iv) the class and designation of the derivative instrument,

v) the expiry or delivery month and year of the derivative instrument,

vi) the date and time on which the order was entered into the electronic trading system of the
Bourse;
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vii) whether it is an opening or closing transactions

viii) the terms and conditions of the order, of any instruction and of any modification or
cancellation thereof,

ix) here the order is entered pursuant to the exercise of discretionary power of an approved
participant, an indication to that effect,

X) _where the order relates to a fully disclosed introduced account or a fully disclosed omnibus
account, the component accounts within the introduced or omnibus account on whose
behalf the order is to be executed, and the intended allocation among the component
accounts once the order has been executed;

xi) where the order relates to managed accounts, the component accounts on whose behalf the
order is to be executed, and the intended allocation among these component accounts once
the order has been executed;

xii) where the order or instruction is placed by an individual other than;

A) the person in whose name the account is operated, or

B) an individual duly authorized to place orders or instructions on behalf of a customer
that is a company,

the name, the number or the designation of the individual placing the order or instruction;

xiii) the date and time on which the order was modified, executed or cancelled. If executed in
more than one transaction, the date and time of each transaction executed to complete the
order;

xiv) the number of derivative instruments bought or sold. If the order has been executed in
more than one transaction, the number of derivative instruments bought or sold for each
transaction;

xv) if the person who executed the order is not the person who received it, the identity of such
person;

xvi) if the order was executed by another approved participant acting as an executing broker for
the approved participant, the identity of such other approved participant.

In the case of futures contracts,

xvii) the price at which the futures contract was entered into.

In the case of options contracts,

xviii) the premium;

xix) the type of option (put or call);
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xX) the strike price.

b) Derivative instruments records showing separately for each derivative instrument as of the trade
date all long positions or short positions in such derivative instrument carried for the approved
participant’s account or for the account of customers and, in all cases, the name or designation
of the account in which each position is carried.

24) All records of filled and unfllled orders executed transactlons and carried posmons must be retamed

for a period of
erdepand—me%meeﬁeeeipeand—mespbwetamed—fepseven @) years

35) The Special Committee may grant exemptions from all or any part of the above requirements.

7468 Forwarding Documents Concerning Securities Belonging to Non-Registered Clients
(29.07.88, 01.04.93, 13.09.05, abr. 00.00.00)

7469 Cash and Securities Loan Transactions
(01.09.88, 15.03.93, 01.04.93, 13.09.05, abr. 00.00.00)
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7470 Introducing/carrying broker agreements
(26.07.88, 01.04.93, 01.07.97, 05.07.00, 07.05.02, 01.04.03, 13.09.05, abr. 00.00.00)
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Section 7476-7500
Specific Provisions
on Discretionary Accounts

(abr. 00.00.00)

7476  Definitions
| (01.04.93, 13.09.05, abr. 00.00.00)
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7477  Obligation to comply
| (01.04.93, 13.09.05, abr. 00.00.00)

7478  Written Authorization
| (01.04.93, 13.09.05, abr. 00.00.00)

7479 Designation of a Supervisory Authority
| (01.04.93, 13.09.05, abr. 00.00.00)
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7480 Designation as a Portfolio Manager or Associate Portfolio Manager
| (01.04.93, 21.08.02, 13.09.05, abr. 00.00.00)

7481 Portfolio Management Committee
| (01.04.93, 13.09.05, abr. 00.00.00)

7482  Quarterly Review of the Managed Accounts
| (01.04.93, 13.09.05, abr. 00.00.00)

7483 Investment Policies
| (01.04.93, 13.09.05, abr. 00.00.00)

7484  Fees Agreement
| (01.04.93, 13.09.05, abr. 00.00.00)

7485 Separate and Distinct Supervision for each Managed Account
| (01.04.93, 13.09.05, abr. 00.00.00)
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7486 Ethics
(01.04.93, 13.09.05, abr. 00.00.00)

7487 The Approved Participant's Mandate
(01.04.93, 13.09.05, abr. 00.00.00)

Section 7501 - 7550
Procedures Concerning the Custody, the Segregation
and the Safekeeping of Clients' Securities and Free Credits

(abr. 00.00.00)

7501 Definitions
(01.10.86, 01.06.89, 01.04.93, 13.09.05, abr. 00.00.00)
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7502 Clients Free Credit Balances
(01.04.93, 13.09.05, abr. 00.00.00)
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7503  General Concept
| (01.10.86, 01.06.89, 01.04.93, 13.09.05, abr. 00.00.00)

7504  Acceptable Internal Locations
| (01.10.86, 01.06.89, 01.04.93, 13.09.05, abr. 00.00)
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7505 Restrictions on the Use of Clients' Securities
(01.10.86, 01.06.89, 01.04.93, 13.09.05, abr. 00.00.00)
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7506 Restrictions on Delivery of Customers' Securities
| (01.10.86, 01.04.93, 13.09.05, abr. 00.00.00)

7507  Written Notice to Clients Required
| (01.10.86, 01.04.93, 13.09.05, abr. 00.00.00)

7508 Determination of the Number of Securities to Be Segregated
| (01.10.86, 01.06.89, 01.04.93, 02.06.95, 13.09.05, abr. 00.00.00)
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7509  Segregation on a Timely Basis and Corrections to be Made
(01.10.86, 01.06.89, 01.04.93, 02.06.95, 13.09.05, abr. 00.00.00)
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7510 Securities Held in Safekeeping
| (01.04.93, 13.09.05, abr. 00.00.00)

7511 Acceptable Securities Locations
| (01.10.86, 20.12.91, 01.05.92, 01.04.93, 13.09.05, abr. 00.00.00)
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POLICY C-2
(01.03.93, 21.10.93, 21.08.02, 01.10.02,_abr. 00.00.00)

MINIMUM STANDARDS FOR RETAIL ACCOUNTS SUPERVISION

Pol C-2 1



I. ESTABLISHING AND MAINTAINING MINIMUM
ACCOUNT SUPERVISION

(abr. 00.00.00)

Pol C-2

INDUSTRY

APPENDIX B

STANDARDS
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1. OPENING NEW ACCOUNTS
| (abr. 00.00.00)

Pol C-2 3
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I1l.  BRANCH OFFICE ACCOUNT SUPERVISION
| (21.10.93, abr. 00.00.00)

Pol C-2 4
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V. HEAD OFFICE ACCOUNT SUPERVISION
(21.10.93, abr. 00.00.00)

Pol C-2 6
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V. OPTION ACCOUNT SUPERVISION
| (abr.00.00.00)
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VI.  FUTURES AND OPTIONS ON FUTURES ACCOUNTS SUPERVISION
| (abr. 00.00.00)

lntroduction
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VIl.  DISCRETIONARY AND MANAGED ACCOUNT SUPERVISION
| (abr. 00.00.00)

Pol C-2 11
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VI, CLIENT COMPLAINTS
(abr. 00.00.00)

Pol C-2 13
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POLICY C-4

ESTABLISHING AND MAINTAINING ADEQUATE INTERNAL CONTROLS
(26.01.96, 08.05.03, abr. 00.00.00)

Pol C-4 1
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I. CAPITAL ADEQUACY
(abr. 00.00.00)

Pol C-4 3
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1. INSURANCE
(abr. 00.00.00)

Pol C-4 5
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| 5. E F. - - - - - | I - I F.I. .

I1l. SEGREGATION OF CLIENTS' SECURITIES
| (abr. 00.00.00)

Pol C-4 6
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IV.  SAFEKEEPING OF CLIENTS' SECURITIES
| (abr. 00.00.00)

Pol C-4 7
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V. SAFEGUARDING OF SECURITIES AND CASH
(abr. 00.00.00)

Pol C-4 8
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POLICY C-10
(06.03.02,_abr. 00.00.00)

INTERNAL CONTROL POLICY
PRICING OF SECURITIES

Pol C-10 1
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POLICY C-11
(06.03.02,_abr. 00.00.00)

INTERNAL CONTROL POLICY
ON DERIVATIVE RISK MANAGEMENT

Pol C-11 1
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POLICY C-12
(23.08.02,_ABR. 00.00.00)

MINIMUM REQUIREMENTS FOR SUITABILITY RELIEF CONCERNING TRADES NOT
RECOMMENDED BY AN APPROVED PARTICIPANT

Pol C-12 1
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APPENDIX A — POLICY C-12

Supervision of accuracy of recommended or
non-recommended trade basis reporting for approved
participants granted approval under Policy C-12

Pol C-12 6
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POLICY C-13
(21.11.03,00.00.00)

RESPONSIBILITIES OF THE CHIEF COMPLIANCE OFFICER AND ULTIMATE
DESIGNATED PERSON

I. DEFINITIONS
| (abr. 00.00.00)

Il. RESPONSIBILITIES
| (abr. 00.00.00)

Pol C-13 1
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POLICY C-15
(26.03.03_abr. 00.00.00)

ELECTRONIC DELIVERY OF DOCUMENTS

INTRODUCTION

1. Protection of personal information

| (abr. 00.00.00)

2. Review of an electronic delivery system

| (abr. 00.00.00)

Pol C-15 1
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