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11 Notices

OSC Staff Notice 11-739 (Revised) — Policy Reformulation Table of Concordance and List of New Instruments

OSC STAFF NOTICE 11-739 (REVISED)

POLICY REFORMULATION TABLE OF CONCORDANCE AND LIST OF NEW INSTRUMENTS

The following revisions have been made to the Table of Concordance and List of New Instruments. A full version of the Table of
Concordance and List of New Instruments as of March 31, 2018 has been posted to the OSC Website at www.osc.gov.on.ca.

Table of Concordance

Item Key

The third digit of each instrument represents the following: 1-National/Multilateral Instrument; 2-National/Multilateral Policy;
3-CSA Notice; 4-CSA Concept Release; 5-Local Rule; 6-Local Policy; 7-Local Notice; 8-Implementing Instrument;
9-Miscellaneous

Reformulation

Instrument

Title

Status

Interpretation Note 1, Distribution of Securities Outside
Ontario

Withdrawn effective March 31, 2018

New Instruments

Instrument | Title Status
21-711 Multilateral Trading Facilities — Exemption from Published January 4, 2018
Requirement to be Recognized as an Exchange
11-742 Securities Advisory Committee (Revised) Published January 11, 2018
21-322 Applicability of Regulation to the Operation of MTFs or Published January 11, 2018
OTFs in Canada
11-739 Policy Reformulation Table of Concordance and List of Published January 18, 2018
New Instruments
15-601 Whistleblower Program — Amendment Published for comment January 18, 2018
23-321 Order Protection Rule: Market Share Threshold for the Published February 1, 2018
period April 1, 2018 to March 31, 2019
51-352 Issuers with U.S. Marijuana Related Activities — Revised Published February 15, 2018
31-352 Monthly Suppression of Terrorism and Canadian Sanctions | Published March 1, 2018
Reporting
51-711 Refilings and Corrections of Errors — Revised Published March 8, 2018
45-106 Prospectus Exemptions — Amendments (Related to Published for comment March 8, 2018
Syndicated Mortgages)
April 12, 2018 (2018), 41 OSCB 2957
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New Instruments

Instrument | Title Status
31-103 Registration Requirements, Exemptions and Ongoing Published for comment March 8, 2018
Registrant Obligations — Amendments (Related to
Syndicated Mortgages)
13-707 Fees under OSC Rule 13-502 Fees and OSC Rule 13-503 Published March 15, 2018
(Commodity Futures Act)
72-503 Distributions Outside Canada Ministerial approval published March 22,
2018
11-501 Electronic Delivery of Documents to the Ontario Securities Ministerial approval published March 22,
Commission — Amendments 2018
11-779 Seniors Strategy Published March 22, 2018
23-322 Trading Fee Rebate Pilot Study Published March 22, 2018
51-353 Update on CSA Consultation Paper 51-404 Considerations | Published March 29, 2018
for Reducing Regulatory Burden for Non-Investment Fund
Reporting Issuers
11-780 Statement of Priorities — Request for Comments Regarding | Published for comment March 29, 2018
Statement of Priorities for Financial Year to End March 31,
2019
31-353 OBSI Joint Regulators Committee Annual Report Published March 29, 2018
45-102 Resale of Securities — Amendments Commission approval published March 29,
2018
31-103 Registration Requirements, Exemptions and Ongoing Commission approval published March 29,
Registrant Obligations — Amendments 2018
11-206 Process for Cease to be a Reporting Issuer Applications - Commission approval published March 29,
Amendments 2018
72-503 Distributions Outside Canada — Amendments Commission approval published March 29,
2018
72-503CP Distributions Outside Canada — Amendments Commission approval published March 29,
2018
31-103 Registration Requirements, Exemptions and Ongoing Commission approval published March 29,
Registrant Obligations — Amendments (Related to 2018
Designated Rating Organizations)
33-109 Registration Information — Amendments (Related to Commission approval published March 29,
Designated Rating Organizations) 2018
41-101 General Prospectus Requirements — Amendments Commission approval published March 29,
2018
44-101 Short Form Prospectus Distributions — Amendments Commission approval published March 29,
(Related to Designated Rating Organizations) 2018
44-102 Shelf Distributions — Amendments (Related to Designated Commission approval published March 29,
Rating Organizations) 2018
45-106 Prospectus Exemptions — Amendments (Related to Commission approval published March 29,
Designated Rating Organizations) 2018
51-102 Continuous Disclosure Obligations — Amendments (Related | Commission approval published March 29,

to Designated Rating Organizations)

2018
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New Instruments

Amendments (Related to Designated Rating Organizations)

Instrument | Title Status

81-102 Investment Funds — Amendments (Related to Designated Commission approval published March 29,
Rating Organizations) 2018

81-106 Investment Fund Continuous Disclosure — Amendments Commission approval published March 29,
(Related to Designated Rating Organizations) 2018

21-101CP Marketplace Operation — Amendments (Related to Commission approval published March 29,
Designated Rating Organizations) 2018

81-102CP Investment Funds — Amendments (Related to Designated Commission approval published March 29,
Rating Organizations) 2018

33-506 (Commodity Futures Act) Registration Information — Commission approval published March 29,

2018

For further information, contact:

Darlene Watson
Project Specialist
Ontario Securities Commission

416-593-8148

April 12, 2018
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11.2 CSA Staff Notice 61-303 and Request for Comment — Soliciting Dealer Arrangements
Acv Canadian Securities Autorités canadiennes
Administrators en valeurs mobiliéres

CSA Staff Notice 61-303 and Request for Comment

Soliciting Dealer Arrangements

April 12, 2018
Introduction

This notice outlines certain issues that staff of the Canadian Securities Administrators (CSA) have identified with respect to the
use of soliciting dealer arrangements. Staff are publishing this notice for a 60-day comment period to better understand these
arrangements to aid the CSA in assessing whether any additional guidance or rules in respect of those arrangements would be
appropriate. In addition to any general comments, we also invite comments on the specific questions set out at the end of the
notice.

Substance and Purpose
(a) Soliciting dealer arrangements

“Soliciting dealer arrangements” generally refer to agreements entered into between issuers and one or more registered
investment dealers under which the issuer agrees to pay to the dealers a fee for each security successfully solicited from
securityholders to: (i) vote in connection with a matter requiring securityholder approval, or (ii) tender securities in connection
with a take-over bid. These arrangements may also be used to incentivize dealers to contact securityholders to participate in a
rights offering or exercise rights to redeem or convert securities, or otherwise in connection with corporate transactions to attain
the requisite quorum for amendments to documents affecting the rights of securityholders.

The fees for soliciting dealer arrangements are typically subject to a minimum or maximum. In a number of cases, the payment
of any fee is contingent on “success” and/or only if a securityholder votes in a particular manner (e.g., only “for” or only “against”
a transaction).

(b) Use of soliciting dealer arrangements

Recently, there have been instances of soliciting dealer arrangements in connection with contested director elections, the most
prominent examples being the 2013 proxy contest initiated by JANA Partners LLC for Agrium Inc. and the 2017 proxy contest
initiated by PointNorth Capital Inc. for Liquor Stores N.S. Ltd. In each of those proxy contests, the issuer made payments to
soliciting dealers only for votes cast in favour of the election of its own incumbent nominee directors and the soliciting dealer
fees would only be paid if the incumbent slate was elected.

We understand that the use of soliciting dealer arrangements is not uncommon in take-over bids and plan of arrangement
transactions. In a take-over bid transaction, the bidder may retain a dealer manager to form a group of soliciting dealers who
receive compensation for soliciting securityholders to tender to the bid. In a plan of arrangement, either the target or the
purchaser may pay the soliciting dealers a fee per security for securities voted in favour of the transaction.

One rationale that issuers have given for entering into soliciting dealer arrangements is that it may be difficult to reach out to,
and communicate directly with, retail investors who are objecting beneficial owners (OBOs) under National Instrument 54-101
Communication with Beneficial Owners of Securities of a Reporting Issuer (NI 54-101). While proxy solicitation firms retained by
an issuer may be able to communicate with non-objecting beneficial owners, and may have insights with respect to holdings by
significant holders, they are not able to contact retail OBOs.

(c) IIROC rules

Rule 42 Conflicts of Interest (Rule 42) of the Investment Industry Regulatory Organization of Canada (IIROC) imposes
obligations on each “Approved Person” and each “Dealer Member”, in the event an existing or potential material conflict of
interest has been identified. While IIROC indicates that its rules do not create a fiduciary standard, its rules do require that any
material conflict be considered and addressed in a “fair, equitable and transparent manner, and consistent with the best interest
of the client or clients”. If the material conflict of interest cannot be addressed in this manner, Rule 42 provides that the conflict
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must be avoided. Where a conflict has not been avoided, it must be disclosed to the client in all cases where a reasonable client
would expect to be informed. However, IIROC guidance indicates disclosure alone does not resolve a conflict.

(d) Canadian proxy solicitation rules

National Instrument 51-102 Continuous Disclosure Obligations (NI 51-102) prohibits any person or company from engaging in
proxy solicitation without mailing to securityholders a proxy circular containing prescribed information. “Solicit” is defined broadly
to include “requesting a securityholder to execute or not execute a form of proxy” and “sending other communication to a
securityholder under circumstances that to a reasonable person will likely result in the giving, withholding or revocation of a
proxy”.

NI 51-102 provides certain exclusions from the definition of “solicit”, such as

. performing ministerial or professional services on behalf of a person or company soliciting a proxy;
. sending, by an intermediary as defined in NI 54-101, the documents referred to in NI 54-101; and
. communicating, provided that the communication is not a solicitation by or on behalf of management of the

reporting issuer [emphasis added], with securityholders as clients, by a person or company who gives
financial, corporate governance or proxy voting advice in the ordinary course of business, provided that

o the person or company discloses to the securityholder any significant relationship with the reporting
issuer and any material interests the person or company has in relation to a matter on which advice
is given,

o the person or company only receives a special commission or remuneration from the recipients of the
advice, and

o the advice is not given by or on behalf of any person or company soliciting proxies.

(e) Regulatory issues with soliciting dealer arrangements

Soliciting dealer arrangements raise certain securities regulatory issues. From the perspective of the dealer, they raise issues
respecting appropriate management of conflicts of interest as well as risks associated with potential solicitations of proxies.
From the perspective of the issuer, soliciting dealer arrangements raise public interest-related questions as to whether those
arrangements affect the integrity of the tendering process or securityholder vote, including by potentially being used to entrench
the board and management.

Request for Comments

We welcome your comments and feedback on the use of soliciting dealer arrangements. In addition to any general comments
you may have, we also invite comments on the following specific questions.

General

1. In what circumstances are soliciting dealer arrangements most typically used?

2. What are the principal reasons for entering into soliciting dealer arrangements?

3. Are soliciting dealer arrangement fees typically only paid in respect of votes “for” management’s
recommendations? Is that appropriate in all circumstances? Is there a reason to distinguish proxy contests in
this regard?

4. Are soliciting dealer arrangements important to the ability of issuers to contact retail OBOs?

Investment dealers and dealing representatives

5. Do you think that the potential conflict of interest on the part of an investment dealer or a dealing
representative can be effectively managed?

a. If so, what steps should an investment dealer take to appropriately manage or avoid the conflict of
interest? What steps should a dealing representative take, beyond disclosure, to appropriately
manage or avoid the conflict of interest?

April 12, 2018 (2018), 41 OSCB 2961
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10.

Issuers

11.

12.

13.

b. Does the answer differ depending on whether the transaction is
i. a take-over bid tender,
ii. a securityholder vote in relation to a merger or acquisition transaction,
iii. a securityholder vote to amend the terms of a security, or
iv. a securityholder vote in the context of a proxy contest?
C. In the context of a securityholder vote in relation to a merger and acquisition transaction, does the

answer to #5 differ depending on whether the fee is contingent on the securityholder voting in favour
of the transaction and/or the transaction being approved?

d. In the context of a proxy contest, does the answer to #5 differ if the fee is contingent on the
securityholder voting in favour of management’'s nominees and/or management’s nominees being
elected?

e. What type of communication and disclosure by investment dealers and dealing representatives

should be made to the securityholder respecting the existence of a soliciting dealer arrangement?

Do you think that there are circumstances in which it would never be appropriate for an investment dealer to
enter into a soliciting dealer arrangement? If so, please discuss what such circumstances would be.

Are soliciting dealer fees paid to investment dealers and/or dealing representatives in connection with
securities held in managed accounts? If so, in what circumstances?

How can investment dealers and dealing representatives participating in a soliciting dealer arrangement in
respect of a proxy contest ensure compliance with the proxy solicitation rules?

Are investment dealers and/or dealing representatives involved in proxy contests where a proxy solicitation
firm has been retained?

Do you believe that an investment dealer or a dealing representative has a responsibility to encourage its

client to respond to proxy solicitations, rights offerings, take-over bids or other corporate transactions such as
conversion of convertible securities?

Are there circumstances in which you think it would be contrary to the public interest or inconsistent with a
board of directors’ fiduciary duties for an issuer to

a. enter into a soliciting dealer arrangement?
b. retain a proxy solicitation firm?
If so, please discuss what such circumstances would be.

Can a board of directors comply with its fiduciary duties if it pays soliciting dealer fees for all votes, including
votes that are contrary to the board’s recommendation as to what is in the best interests of the corporation?

Are there particular transactions which give rise to more or less concern with respect to the use of soliciting
dealer arrangements, e.g.,

a. a take-over bid tender,
b. a securityholder vote in relation to a merger and acquisition transaction,
C. a securityholder vote in relation to a merger and acquisition transaction, where the fee is contingent

on the securityholder voting in favour of the transaction and/or the transaction being approved,

d. a securityholder vote in the context of a proxy contest, or

April 12, 2018
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e. a proxy contest, where the fee is contingent on the securityholder voting in favour of management’s
nominees and/or management’s nominees being elected.

14. What type of communication and disclosure should an issuer make to securityholders respecting the
existence of a soliciting dealer arrangement?

Please submit your comments in writing on or before June 11, 2018. If you are not sending your comments by email, please
send a CD containing the submissions (in Microsoft Word format).

Address your submission to all members of the CSA as follows:

Alberta Securities Commission

Autorité des marchés financiers

British Columbia Securities Commission

Financial and Consumer Affairs Authority of Saskatchewan

Financial and Consumer Services Commission (New Brunswick)
Manitoba Securities Commission

Nova Scotia Securities Commission

Nunavut Securities Office

Office of the Superintendent of Securities, Newfoundland and Labrador
Office of the Superintendent of Securities, Northwest Territories

Office of the Yukon Superintendent of Securities

Ontario Securities Commission

Superintendent of Securities, Department of Justice and Public Safety, Prince Edward Island

Please deliver your comments only to the addresses below. Your comments will be distributed to the other participating
members of the CSA.

Christopher Peng

Legal Counsel, Corporate Finance
Alberta Securities Commission
Suite 600, 250 — 5th Street SW
Calgary, Alberta T2P OR4
christopher.peng@asc.ca

The Secretary

Ontario Securities Commission
20 Queen Street West

22nd Floor

Toronto, Ontario M5H 3S8
comment@osc.gov.on.ca

Me Anne-Marie Beaudoin

Corporate Secretary

Autorité des marchés financiers

800, rue du Square-Victoria, 22e étage
C.P. 246, tour de la Bourse

Montréal, Québec H4Z 1G3
consultation-en-cours@lautorite.qc.ca

We cannot keep submissions confidential because securities legislation in certain provinces requires publication of the written
comments received during the comment period. All comments received will be posted on the websites of each of the Alberta
Securities Commission at www.albertasecurities.com, the Ontario Securities Commission at www.osc.gov.on.ca and the Autorité
des marchés financiers (www.lautorite.gc.ca). Therefore, if you do not want it published, you should not include personal
information directly in your comments. It is important that you state on whose behalf you are making the submission.
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Questions
Please refer your questions to any of the following:

Christopher Peng

Legal Counsel, Corporate Finance
Alberta Securities Commission
(403) 297-4230
christopher.peng@asc.ca

Denise Weeres

Manager, Legal, Corporate Finance
Alberta Securities Commission
(403) 297-2930
denise.weeres@asc.ca

Jason Koskela

Manager, Office of Mergers & Acquisitions
Ontario Securities Commission

(416) 595-8922

jkoskela@osc.gov.on.ca

Jordan Lavi

Legal Counsel, Office of Mergers & Acquisitions
Ontario Securities Commission

(416) 593-8245

jlavi@osc.gov.on.ca

Alexandra Lee

Senior Policy Advisor

Direction du financement des sociétés
Autorités des marchés financiers

514 395-0337 1 877 525-0337, ext. 4465
alexandra.lee@lautorite.qc.ca

Gordon Smith

Acting Manager, Legal Services

British Columbia Securities Commission
(604) 899-6656

gsmith@bcsc.bc.ca

Sonne Udemgba

Deputy Director, Legal

Securities Division, Financial and Consumer Affairs Authority of Saskatchewan
(306) 787-5879

sonne.udemgba@gov.sk.ca

Sophia Mapara

Legal Counsel

The Manitoba Securities Commission, Securities Division
(204) 945-0605

sophia.mapara@gov.mb.ca
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11.3 CSA Staff Notice 52-329 Distribution Disclosures and Non-GAAP Financial Measures in the Real Estate
Industry

CSA Staff Notice 52-329 Distribution Disclosures and Non-GAAP Financial Measures in the Real Estate Industry is reproduced
on the following separately numbered pages. Bulletin pagination resumes at the end of the Staff Notice.
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Acv Canadian Securities Autorités canadiennes
Administrators en valeurs mobiliéres

CSA Staff Notice 52-329

Distribution Disclosures and Non-GAAP Financial Measures in the
Real Estate Industr

April 12,2018

Executive Summary

Staff of the Canadian Securities Administrators (CSA staff or we) recently reviewed two important areas
of disclosure for real estate investment trusts (REITSs) and real estate operating companies (REOCsS):
distributions and non-GAAP financial measures. We reviewed distribution disclosures relative to
National Policy 41-201 Income Trusts and Other Indirect Offerings (NP 41-201) and non-GAAP
financial disclosures relative to CSA Staff Notice 52-306 (Revised) Non-GAAP Financial Measures
(CSA SN 52-306). We sought to assess the quality and sufficiency of disclosure provided by real estate
issuers relating to the sustainability of their distributions. For non-GAAP financial measures, we
reviewed the following:

e adjustments made in arriving at non-GAAP financial measures,
e the prominence of non-GAAP financial measures, and
e the use and reconciliation of non-GAAP financial measures.

Given strong investor interest in this sector and the inherent pressure on issuers to pay distributions, the
sustainability of distributions and the accompanying disclosures are important to investors.

The purpose of this notice is to share our review findings and to provide additional guidance for real
estate issuers to disclose information that is more useful and transparent to investors.

1. Background and Disclosure Expectations

Distributions

REITs and many REOCs pay out the majority of their income in the form of distributions to their
unitholders or shareholders. The opportunity to receive recurring distributions provides investors with an
incentive to invest in real estate issuers, and distributions are an important component of the total return.
Investors may compare distribution yields across issuers, and as a result, financial measures related to
distributions provide important insights in analyzing both available returns and the variability of such
returns. The industry uses a variety of financial measures of distributions, both GAAP and non-GAAP,
to quantify the sustainability of distributions.



Distribution disclosures are outlined in NP 41-201", and also captured in the disclosure requirements for
liquidity under the MD&A form requirements (Form 51-102F1 Management’s Discussion & Analysis).

Non-GAAP Financial Measures

Real estate issuers use a variety of non-GAAP financial measures to explain their operating
performance and/or cash flows. These measures include net operating income (NOI), earnings before
interest, taxes, depreciation and amortization (EBITDA), funds from operations (FFO), adjusted funds
from operations (AFFO), adjusted cash flow from operations (ACFOQ) and related distribution payout
ratios.

The chart below outlines the frequency of non-GAAP financial measures used by the real estate issuers
we reviewed:

Non-GAAP financial measures used in the real estate industry (n=47)

Number of issuers
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1 Although the primary focus of NP 41-201 is income trusts, the principles can apply more generally to issuers that offer securities which entitle
holders of those securities to the net cash flow generated by the issuer’s business or its properties. The policy rationale therefore applies to
REITs and REOCs given their stated objectives to provide shareholders with stable dividends or distributions. Section 2.5 of NP 41-201 refers
to “distributable cash”, a term which is no longer widely used in the industry. However, section 2.1 of the policy clarifies that the disclosures
that should be provided about distributable cash extend to any other non-GAAP financial measure that a REIT or REOC may use to describe the
amount of net cash it has generated during the period which is available for distribution (and therefore includes adjusted funds from operations
or adjusted cash flow from operations, or any other non-GAAP financial measure of cash flows).



Non-GAAP financial measures can provide investors with supplemental information about an issuer’s
financial position, financial performance or cash flows. However, investors must have sufficient
information to understand what these measures represent, how they are calculated, and how they are
useful to investors and management. Concerns arise when issuers present non-GAAP financial measures
in a manner that is confusing or potentially misleading, such as when they are inadequately defined or
when they obscure GAAP financial measures.

CSA SN 52-306 provides guidance to issuers that choose to disclose non-GAAP financial measures.
Given the breadth and volume of non-GAAP financial measures used by issuers, we have recently
renewed our focus in this area.

Given the prevalent use of non-GAAP financial measures in this sector, transparent disclosure of these
measures is critical.

2. Our Review

We reviewed 47 REITs and REOCs” as part of this review. Our review excluded those issuers that did
not use non-GAAP financial measures, did not pay distributions, or that had minimal market
capitalizations.

We reviewed distribution disclosures and assessed the quality and sufficiency of disclosure provided
about the sustainability of distributions. For non-GAAP financial measures, we assessed the disclosure
with regard to the adjustments made, the prominence of these measures, and how they were used and
reconciled by issuers.’

3. Findings

We sent comment letters to 72% of the issuers that we reviewed. Of the issuers that we reviewed, 6%
were required to restate MD&A, and 62% agreed to enhance their disclosure prospectively.

Generally, REITs and REOCs provided adequate disclosure about their distributions, except when
“excess distributions” were made and in those cases, many issuers did not disclose the sources of cash
used to fund the excess.

“EXCESS DISTRIBUTIONS”

Excess distributions occur when distributions declared (including distributions in connection
with a distribution reinvestment plan) during a period exceed cash flows from operating
activities (net of interest paid, even if the interest paid is classified as a financing activity in the
statement of cash flows), creating a shortfall. As outlined in section 6.5.2 of NP 41-201, in
determining cash flows from operating activities, the issuer should include borrowing costs.

2 This included the interim and annual filings, as well as the news releases of these issuers.

3 We are aware of the existence of industry guidance relating to FFO, AFFO and ACFO. Our review was focussed solely on compliance with
securities obligations.



For non-GAAP financial measures, we found a lack of transparency about the various adjustments made
in arriving at non-GAAP financial measures, particularly maintenance capital expenditures and working
capital. We also noted instances where non-GAAP financial measures were presented with greater
prominence than the most directly comparable measure specified, defined or determined under the
issuer’s GAAP. Lastly, we observed diversity in how non-GAAP financial measures, particularly
AFFO, are used and reconciled by various real estate issuers. We are concerned that these issues have
the potential to render non-GAAP financial measures not useful, confusing or misleading.

Part A sets out our findings with respect to “excess distributions” and the sustainability of distributions
and Part B sets out our findings for non-GAAP financial measures.

Part A — Distributions
3.1 “Excess distributions” and the sustainability of distributions

We generally found that REITs and REOCs provided adequate MD&A disclosure about their
distributions. When “excess distributions” were made, issuers generally followed the guidance in NP 41-
201, although some issuers did not compare and discuss their distributions in relation to cash flows from
operating activities, as outlined in NP 41-201. Some issuers with “excess distributions” provided
boilerplate disclosure, particularly about the sources of funding.

DISCLOSURE GUIDANCE IN NP 41-201:

e Section 6.5.2 of NP 41-201
In situations where issuers are distributing cash in excess of cash flow from operating activities, disclosure
should:
o quantify the “excess distributions” which were funded by sources other than operating
activities,
o acknowledge that a return of capital has been provided, if applicable, and discuss the decision
to provide distributions partly representing a return of capital,
o discuss the specific sources of the excess distributions, including debt or recent equity raise,
and
o discuss the risk factors related to providing distributions in excess of cash flows from
operating activities, including whether such distributions are expected to continue, and any
impact on the sustainability of future distributions.

e Section 2.5 of NP 41-201
In situations where issuers are presenting a non-GAAP financial measure to describe the amount of net cash
it has generated during the period which is available for distribution (this may include cash available for
distribution, distributable cash, AFFO, ACFO or other) disclosure should:

o explain the purpose of the non-GAAP financial measure,

o reconcile the non-GAAP financial measure to the most comparable GAAP measure (cash

flows from operating activities), and
o explain any changes in the composition of the non-GAAP financial measure.

We found that 45% of real estate issuers had “excess distributions” in the interim reporting period. Of
those issuers with “excess distributions”, 68% quantified the amount of the excess relative to cash flows



from operating activities.* Issuers generally provided disclosure of the reasons for the “excess
distributions”, and for most, this was due to seasonality in the interim period, the timing of certain
payments or working capital fluctuations. The better quality disclosures provided entity-specific
explanations for the particular items of working capital which led to the excess, such as leasing costs,
taxes or transaction costs. We remind issuers that they should clearly quantify the amount of “excess
distributions” relative to cash flows from operating activities in each reporting period.

Some issuers discussed that there was no “excess distributions” when the level of distributions was
compared to ACFO or other non-GAAP financial measures. While this type of distribution analysis on a
non-GAAP basis may be helpful, and provides insight into how management may view distribution
sustainability, issuers should still quantify and explain “excess distributions” consistent with the
guidance set out in NP 41-201, with equal or greater prominence.

We found that 67%’ of the issuers did not disclose a description of the sources of cash used to fund the
“excess distributions”, or their description was boilerplate. Examples of boilerplate or vague disclosures
include the following types of statements:

e These fluctuations could be funded from other sources such as credit facilities, or
e The issuer does not expect distributions to exceed operating cash flows on an annual basis.

When “excess distributions” exist in a period, issuers are reminded that it is not sufficient to simply state
that they believe current distributions are sustainable.

The risk profile of an issuer that relies on sources other than operating cash flows to fund distributions,
such as capital raising, debt financing or sale of properties, is inherently different than an issuer that
funds distributions solely through operating cash flows. We expect the disclosure about distributions to
address these risks.

Part B — Non-GAAP Financial Measures

We identified a significant number of disclosures pertaining to non-GAAP financial measures® that did
not conform to the guidance in CSA SN 52-306 or NP 41-201. These included:

e alack of transparency and lack of disclosure about the adjustments made in arriving at non-
GAAP financial measures such as AFFO,

e alack of clarity in how management uses each individual non-GAAP financial measure,
a failure to clearly identify the most directly comparable GAAP measure, and

¢ non-GAAP financial information being presented more prominently than the GAAP information

4 For the 2016 annual period, 19% of real estate issuers reviewed had “excess distributions”, and of those with “excess distributions”, 67%
quantified the amount of the excess relative to cash flows from operating activities.

5 For the 2016 annual period, 44%.

6 Non-GAAP financial measures are generally found in the MD&A, news releases and investor presentations on issuers’ websites.



We are also concerned that some issuers might understate the cost to sustain and maintain their
properties.

3.2 Non-GAAP adjustments: maintenance capital expenditures and working capital

For a non-GAAP financial measure to not be confusing or misleading, it is important that investors
understand the adjustments being made as part of the reconciliation to the most directly comparable
GAAP measure. Issuers should ensure all adjustments are sufficiently explained, including why and
how the adjustment was determined. Our review noted many issuers that did not provide sufficient
disclosure about the adjustments made in arriving at the AFFO, ACFO and other non-GAAP financial
measures presented in the MD&A.

In determining each adjustment, issuers either use amounts presented in the financial statements, or an
estimated amount. In situations where an adjustment is an estimate, issuers should provide additional
disclosures about how the estimate was determined.

When non-GAAP financial measures are used to describe cash available for distribution, NP 41-201
outlines the relevant guidance about the non-GAAP financial measure and the adjustments and
assumptions underlying the measure’.

Our review mainly focussed on adjustments related to maintenance capital expenditures and working
capital. These two adjustments are often material and subject to significant management judgement.
Furthermore, these adjustments can also have a direct impact on non-GAAP financial measures used to
describe cash available for distribution (for example ACFO), including the related distribution payout
ratios. Our review uncovered deficiencies in disclosures of these items, as detailed below.

Maintenance capital expenditures

The IFRS accounting treatment for capital expenditures (i.e. the requirement to capitalize or expense
certain costs) does not address whether capital expenditures are for sustaining existing capacity or are for
future growth (revenue-enhancing). To account for this, an adjustment for maintenance capital
expenditure was made by most real estate issuers in reconciling certain non-GAAP financial measures.

A maintenance capital spending adjustment (or “maintenance capex’ adjustment, as it is commonly
known) reflects the amount held back, and therefore not distributed, by the issuer to sustain and maintain
their real estate properties in their current state. Any deterioration of a property resulting from not
incurring sufficient maintenance capex would impact the property’s ability to maintain the same level of
revenues, and would ultimately impact distributions.

We observed that there is diversity in practice amongst real estate issuers in sow the maintenance capital
expenditures adjustment is determined and disclosed. The majority of issuers deducted an estimate of
capital expenditures using an estimate or reserve, while 38% of real estate issuers deducted actual
maintenance capital expenditures in calculating AFFO. Maintenance capital expenditures estimates were
determined in a number of different ways: percentage of revenues or net operating income, certain dollar

7 Section 2.7 of NP 41-201.



amounts per square foot, independent estimates, or forward-looking using forecast amounts® Of the
62% of issuers who used an estimate in determining the capital expenditures adjustment for
AFFQO, only 39% disclosed a comparison to the actual maintenance capital expenditures, as shown
in the chart below.

For many of the issuers using a maintenance capital expenditures reserve, the reserve was not well
explained and it was often unclear from the disclosure how the reserve was determined. In order to
provide investors with insight into how the reserve was determined by management, issuers should
provide additional disclosure’ in the MD&A including:

e the method by which management determined the reserve,
why that method was chosen in determining the reserve and why that method is appropriate,
e how the reserve amount compares to actual maintance capital expenditures in the period and
historically, and
e explanation of why management’s estimate is more relevant than the actual.

The actual amount of maintenance capital expenditures incurred in a period may not be readily apparent
from the issuer’s financial statements, as the financial statements do not distinguish between
maintenance and growth capital expenditures. Disclosing a comparison between the amount of the
estimate used in the derivation of the non-GAAP financial measure and actual historical amounts would
provide useful information, and give investors a better understanding of the issuer’s business.

We acknowledge that, in some cases, an estimate of maintenance capital expenditures that is normalized
or removes seasonality associated with the actual amount spent during a particular short term period may
be more reflective of a sustainable amount. It is critical, however, that investors understand how the
estimated amount was determined and why it is viewed by management as a more accurate or

8 We remind issuers that forward-looking information is subject to the requirements in Part 4A of National Instrument 51-102 Continuous
Disclosure Obligations (NI 51-102).

9 Refer to section 2.7 of NP 41-201.

~



representative amount than the actual. Furthermore, where the maintenance capital expenditure estimate
differs materially from the actual amount spent, there may be an impact on the sustainability of the
issuer’s distribution, which should be discussed.

Some issuers grouped together their estimate for maintenance capital expenditure with other amounts
estimated by management, such as tenant inducements, tenant expenditures or leasing costs or
incentives. This aggregation further obscures the amount of maintenance capital expenditure from
investors, both the actual level and what management views as the appropriate normalized amount. We
expect issuers to disaggregate this information in their disclosure in order to provide useful information
on the capital expenditure requirements.

In the below example, the maintenance capital expenditure reserve has not been explained in sufficient
detail for investors to be able to understand how it was determined (i.e. what percentage of net rental
income was used), why this method was chosen or how the normalized amount compares to actual
expenditures.

Example #3.2(a) —Disclosure on maintenance capital expenditure reserve used in determining AFFO that did
not meet CSA guidance

[1] The maintenance capital expenditure reserve represents the Trust’s estimate of normalized maintenance
capital and is based on a percentage of net rental income earned.

The below example provides more useful information for users in assessing how management
determined what a “normalized” amount is, and provides transparency to a key input which investors
may use to assess the issuer’s distribution payout ratio.

Example #3.2(a) — Enhanced disclosure on maintenance capital expenditure reserve

[1] In the calculation of AFFO the Trust makes an adjustment for the estimated amount of ongoing capital
investment required to maintain the condition of its properties and current revenues. This reserve for normalized
maintenance capital expenditure is estimated at 8% of net rental income earned. The 8% assumption is based on
an average of historical results over the last 3 years as well as our forecast for the next fiscal year as approved by
the Board of Trustees. This estimate will continue to be reassessed in future reporting periods. The table below
compares the reserve amount with the actual maintenance capital expenditures over the last 3 fiscal years as well

as the current and comparative period, and provides a discussion of the variances.

Q22017 Q22016 FY 2016 FY 2015 FY 2014
Reserve for $2,750 $2,750 $10,000 $7,000 $12,000
normalized
maintenance capital
expenditure
Actual maintenance $3,000 $3,100 $10,000 $9,000 $11,000
capital expenditure

Actual maintenance capital expenditure is typically higher in the second and third quarters because of the
increased number of maintenance projects undertaken on our properties for suite renovations following suite
turnover during the summer. In fiscal 2015, actual maintenance capital expenditure included costs related to
property XYZ, which the Trust disposed of at the end of 2015, in the amount of $1,000.
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Working capital

Working capital adjustments are often made in determining non-GAAP financial measures used as
measures of sustainable cash flow'’. The intent of a working capital adjustment made by REITs and
REOC:s in this context is to eliminate fluctuations due to changes in receivables, payables and other
working capital items that are not indicative of sustainable cash available for distribution. The amount of
the working capital adjustment is subject to management’s judgement and the appropriate amount
depends on the nature of the business.

Issuers using non-GAAP financial measures other than ACFO as cash flow measures indicative of
sustainable cash available for distributions should also be considering working capital adjustments.

A working capital adjustment should be accompanied by the disclosures outlined in section 2.7 of NP
41-201."

We found that for a significant number (69%) of the issuers making a working capital adjustment, the
adjustment was the same dollar amount as the change in non-cash working capital reported in the
statement of cash flows. In the absence of clarifying disclosure, we questioned this adjustment, as it
would appear unusual that the entire change in working capital from a prior period be considered to be
inconsistent with sustainable cash flows.

We asked issuers to explain how they determined the working capital adjustment and the amounts that
are not indicative of sustainable cash flows, and to explain the process undertaken by management in
estimating the level of sustainable working capital.

Examples of working capital items that were adjusted include working capital changes related to:
development, prepaid realty taxes and insurance, and accruals related to acquisitions and dispositions. As
the nature of the working capital items requiring adjustment depend on the issuer’s business, it is
important to disclose the details of working capital adjustments to allow investors to better assess and
evaluate the impact on sustainable cash flows.

The following example illustrates disclosure which met CSA guidance.

Example #3.2(b) — Working capital adjustment in ACFO

[1] In the calculation of ACFO the Trust makes an adjustment for certain working capital items that are not
considered indicative of sustainable economic cash flow available for distribution. Examples include working
capital changes relating to developments, prepaid realty taxes and insurance, interest payable and receivable,
sales and other indirect taxes payable to or receivable from applicable governments, and transaction cost
accruals relating to acquisitions and dispositions of investment properties.

10 In our review, working capital adjustments were primarily made in reconciling cash flows from operating activities to ACFO.

11 The working capital adjustment should be supported by a detailed discussion of the nature of the adjustment, a description of the underlying
assumptions used in preparing each element, including how those assumptions are supported, and a discussion of the specific risks and
uncertainties that may affect the assumption.



Example #3.2(b) (cont) — Working capital adjustment in ACFO

ACFO continued to include the impact of fluctuations from normal operating working capital, such as changes
to net rent receivable from tenants, trade accounts payable and accrued liabilities.

Management analyzes working capital quarterly through a detailed review of all of the working capital balances
at the transactional level contained within each general ledger account. Significant individual transactions are
reviewed based on management’s experience and knowledge of the business, to identify those having seasonal
fluctuations if related to sustainable operating cash flows or those transactions that are not related to sustaining
operating cash flows.

The table below shows a breakdown of the adjustments for working capital changes used above in the
calculation of ACFO:

Working capital changes not indicative of Current Year Prior Year
sustaining cash flows available for distributions:

Taxes relating to XYZ Portfolio disposition in prior - $120,000
year

Transaction cost accrual for dispositions/ acquisitions 7,000 15,000
Prepaid Realty taxes 34,000 50,000
Development project ABC (10,000) 12,000
Total working capital adjustment for ACFO 31,000 197,000

As the working capital adjustment is often material, and subject to significant management judgement,
issuers should provide additional disclosure in order to provide transparency to investors.

Non-GAAP Adjustments — Potential Impact

The table below illustrates the potential impact on ACFO and the ACFO payout ratio for a REIT under
differing approaches to maintenance capital expenditures and working capital. It underscores the
importance of clear disclosure for maintenance capital expenditure and working capital adjustments, as
these amounts directly impact the distribution payout ratio.

Example #3.2 (c) - Sample ACFO Reconciliations for the six months ended June 30, 2017

Using actual Using an estimate of Using actual

maintenance capital
expenditures and actual

changes in working
capital per the Financial

maintenance capital
expenditures and
changes in sustainable
working capital items

maintenance capital

expenditures and an
estimate of

sustainable working

(distributions/ACFQO)

Statements capital
Cash provided by operating $15,000 $15,000 $15,000
activities
Maintenance capital expenditure ($5,000) ($4,000) ($5,000)
Changes in working capital $8,000 $8,800 $8,800
Other adjustments $1,500 $1.500 $1.500
ACFO $19,500 $21,300 $20,300
Distributions $20,000 $20,000 $20,000
ACFO Payout Ratio 102.6% 93.9% 98.5%

HH
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3.3 Prominence of disclosures of non-GAAP financial measures
Joint Ventures in MD&A

Several real estate issuers use joint ventures to both own and operate real estate assets. Under IFRS 11
Joint Arrangements, joint ventures are a type of joint arrangement'” in which the parties have rights to
the net assets of the arrangement. Joint ventures are accounted for using the equity method of accounting
in accordance with IAS 28 Investment in Associates.

We observed that issuers with joint ventures sometimes present a full set of non-GAAP financial
statements in the form of a columnar reconciliation"® within the MD&A that shows separately their pro-
rata share of the interest in joint ventures (non-GAAP pro-rata financial statements). This presentation
of a full set of non-GAAP financial statements within the MD&A effectively creates a non-GAAP
financial measure for each financial statement line item. This presentation effectively unwinds the equity
method of accounting required by IFRS 11.

We issued comments when issuers did not present the most directly comparable GAAP measures with
equal or greater prominence to the non-GAAP financial measures. In many instances, in addition to the
numerical presentation and reconciliation in the form of full non-GAAP pro-rata financial statements
noted above, the narrative discussion in the MD&A about the issuer’s performance, financial position,
and liquidity that ensued was almost entirely focussed on the non-GAAP pro-rata financial results, with
little to no discussion of the comparable GAAP metrics. In CSA staff’s view, this extensive and
pervasive use of non-GAAP financial measures at pro-rata interest makes it difficult for a reader to
interpret the financial performance and financial condition relative to the GAAP financial statements. In
these situations, where the discussion in the MD&A was pervasively based on non-GAAP metrics at
pro-rata interest, without a GAAP discussion presented with equal or greater prominence, we requested
issuers to restate prior periods’ MD&As in order to provide greater prominence to GAAP measures.

We also issued comments relating to the naming of these non-GAAP financial measures. CSA SN 52-
306 states that in order to ensure that a non-GAAP financial measure does not mislead investors, it
should be named in a way that distinguishes it from GAAP items. In most instances, issuers presenting
non-GAAP pro-rata financial statements did not explicitly name each line item (which is a non-GAAP
financial measure) in a way that clearly distinguished it from the comparable GAAP measure. While
these issuers did generally indicate elsewhere either narratively or in a footnote that the column of pro-
rata numbers are not in accordance with GAAP, in CSA staff’s view, the use of GAAP terms in the
labelling of the individual line items is nonetheless misleading. This concern is compounded when the
MD&A is focussed on the non-GAAP pro-rata financial statement line items which are labelled using
the same terms as the GAAP financial statement line items.

Lastly, we required certain issuers to include clarifying disclosure in their MD&A that the issuer does
not independently control the unconsolidated joint ventures, and that the presentation of pro-rata assets,
liabilities, revenue, and expenses may not accurately depict the legal and economic implications of the

12 IFRS 11 defines a joint arrangement as an arrangement of which two or more parties have joint control.
13 For example, a columnar reconciliation of this type may show the issuer’s statement of income as presented in the financial statements, an

additional column with amounts related to equity accounted investees for each financial statement line item, and then a total column for each
financial statement line item, which is often labelled “Proportionate Share” or “At Issuer’s interest”.
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issuer’s interest in the joint ventures.
News Releases

We noted that several issuers gave more prominence to non-GAAP financial measures in news releases
than the directly comparable GAAP measures. These news releases focussed heavily on describing the
issuer’s performance in terms of NOI, FFO, AFFO, and other non-GAAP financial measures without
disclosing and discussing the most directly comparable GAAP measures.

We also remind issuers that CSA SN 52-306 applies to disclosures made on issuers’ websites, investor
presentations or other social media."*

3.4 Use of non-GAAP financial measures and reconciliations

Our review focussed on the use and reconciliation of AFFO and ACFO, however the observations may
also apply to other non-GAAP financial measures.

AFFO

There continues to be diversity amongst real estate issuers in how AFFO is utilized, with some using it
as an earnings measure (35%), and others using it as a cash flow measure (21%), or both (44%). We
noted that the MD&A disclosure about the purpose and use of AFFO was often boilerplate.

For greater clarity, the purpose and the use of AFFO (and any other non-GAAP financial measure) is an
important factor in considering whether it should be reconciled to net income or cash flows from
operating activities, or other GAAP measures. Issuers’ disclosures should clearly explain why
management calculates and uses AFFO, and the reconciliation provided should be consistent with this
intended use. For example, where AFFO (or another non-GAAP financial measure) is discussed
primarily as a performance measure used to explain the cash generated by the issuer, its distribution-
paying capacity, or the sustainability of distributions, the most directly comparable GAAP measure
would be cash flow from operating activities. In determining the most directly comparable GAAP
measure, an issuer may also consider the nature, number and materiality of the adjusting items.

An issuer should also consider the most appropriate label for its non-GAAP financial measures. Labeling
a measure as AFFO is misleading if the measure excludes normal, recurring operating expenses
necessary to operate the issuer’s business because “from operations” is included in the acronym
“AFFO”.

Use of non-GAAP financial measures other than AFFO

Our review noted that issuers are also using a variety of other non-GAAP financial measures such as
NOI, adjusted funds available for distribution, normalized FFO, operating FFO, normalized AFFO,

14 Disclosures of non-GAAP financial measures made through social media are also covered by CSA SN 52-306. Refer to CSA Staff Notice
51-348 Staff’s Review of Social Media Used by Reporting Issuers, for additional details.
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ACFO or free cash flow. Issuers should provide appropriate accompanying disclosure with these
measures as set out in CSA SN 52-306.

Issuers should also carefully consider the number of non-GAAP financial measures used to “tell their
story” in the MD&A, and avoid using multiple non-GAAP financial measures for seemingly the same

purpose.

4. Conclusion and Next Steps

The findings of our review indicate that the quality and completeness of disclosure pertaining to non-
GAAP financial measures and distributions in the real estate industry need improvement. We remind
issuers to review the guidance set out in NP 41-201 and CSA SN 52-306. We also remind issuers to
provide appropriate disclosures when they are distributing more cash than they are generating from their
operations, and when they are discussing their operating and cash flow performance with non-GAAP
financial measures.

We will continue to assess these areas in our continuous disclosure and prospectus reviews. We will

also monitor certain issuers to ensure commitments to prospective changes and enhancements requested
have been made.
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Notices / News Releases

1.3 Notices of Hearing with Related Statements of Allegations
1.31 Mackenzie Financial Corporation - ss. 127, 127.1
FILE NO.: 2018-15

IN THE MATTER OF
MACKENZIE FINANCIAL CORPORATION

NOTICE OF HEARING
Sections 127 and 127.1 of the Securities Act, RSO 1990, ¢ S.5

PROCEEDING TYPE: Public Settlement Hearing

HEARING DATE AND TIME: April 6, 2018 at 2:00 p.m.

LOCATION: 20 Queen Street West, 17th Floor, Toronto, Ontario

PURPOSE

The purpose of this hearing is to consider whether it is in the public interest for the Commission to approve the Settlement dated
April 4, 2018 between Staff of the Commission and Mackenzie Financial Corporation in respect of the Statement of Allegations
filed by Staff of the Commission dated April 4, 2018.

REPRESENTATION

Any party to the proceeding may be represented by a representative at the hearing.

FAILURE TO ATTEND

IF A PARTY DOES NOT ATTEND, THE HEARING MAY PROCEED IN THE PARTY’S ABSENCE AND THE PARTY WILL
NOT BE ENTITLED TO ANY FURTHER NOTICE IN THE PROCEEDING.

FRENCH HEARING

This Notice of Hearing is also available in French on request of a party. Participation may be in either French or English.
Participants must notify the Secretary’s Office in writing as soon as possible if the participant is requesting a proceeding be
conducted wholly or partly in French.

AVIS EN FRANCAIS

L'avis d'audience est disponible en frangais sur demande d’une partie, que la participation a I'audience peut se faire en frangais
ou en anglais et que les participants doivent aviser le Bureau du secrétaire par écrit le plut tét si le participant demande qu'une
instance soit tenue entierement ou partiellement en frangais.

Dated at Toronto this 4th day of April, 2018

“Grace Knakowski”
Secretary to the Commission

For more information

Please visit www.osc.gov.on.ca or contact the Registrar at registrar@osc.gov.on.ca.
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A.

IN THE MATTER OF
MACKENZIE FINANCIAL CORPORATION

STATEMENT OF ALLEGATIONS
(Subsection 127(1) and Section 127.1 of the Securities Act, RSO 1990, ¢ S.5)

ORDER SOUGHT:

Staff of the Enforcement Branch (“Enforcement Staff’) of the Ontario Securities Commission (the “Commission”) requests that
the Commission make an order pursuant to subsections 127(1) and (2) and section 127.1 of the Securities Act, RSO 1990, ¢ S.5
(the “Act”) to approve the settlement agreement dated April 4, 2018 between Enforcement Staff and Mackenzie Financial
Corporation (“Mackenzie”).

B.

FACTS:

Enforcement Staff makes the following allegations of fact:

1.

1.

The Respondent

Since February 17, 2012, Mackenzie has been registered with the Commission as an investment fund manager
(“IFM”). Mackenzie has been registered as an exempt market dealer, a portfolio manager and a commodity trading
manager since September 28, 2009, and was previously registered in a number of historical registration categories.

Mackenzie’s investment fund products are distributed to investors by dealing representatives (“DRs”) registered with
participating dealers, both third party and affiliated dealers.

Legislative Framework
Subsection 2.1(1) of National Instrument 81-105 Mutual Fund Sales Practices (“NI 81-105”) states, among other things,

that no member of the organization of a mutual fund shall, in connection with the distribution of securities of the mutual
fund:

(a) make a payment of money to a participating dealer or a DR;

(b) provide a non-monetary benefit to a participating dealer or a DR; or

(c) pay for or make reimbursement of a cost or expense incurred or to be incurred by a participating dealer or a
DR.

Pursuant to section 1.1 of NI 81-105, a “member of the organization” referred to in subsection 2.1(1) includes the
manager of the mutual fund or an IFM (the “Fund Manager”).

Subsection 2.1(2) of NI 81-105 provides the following exceptions to subsection 2.1(1) and allows a Fund Manager to:

(a) make a payment of money or provide a non-monetary benefit to a participating dealer, or pay for or make
reimbursement of a cost or expense incurred or to be incurred by a participating dealer or its DRs, if permitted
by Part 3 or 5 of NI 81-105; and

(b) provide a non-monetary benefit to a DR, if permitted by Part 5 of NI 81-105.

Parts 3 and 5 of NI 81-105 set out certain limited circumstances in which Fund Managers are permitted to provide
monetary and non-monetary benefits to DRs and participating dealers.

Subsection 5.2(e) of NI 81-105 allows a Fund Manager to provide DRs with a non-monetary benefit through attendance
at a conference organized by the Fund Manager if, among other things, the costs of the conference are reasonable
having regard to the purpose of the conference.

Section 5.6 of NI 81-105 allows a Fund Manager to provide DRs with non-monetary benefits of a promotional nature
and of minimal value, and to engage in business promotion activities that result in a DR receiving a non-monetary
benefit if, among other things, the provision of the benefits and activities is neither so extensive nor so frequent as to
cause a reasonable person to question whether the provision of the benefits or activities improperly influence the
investment advice given by the DR to his or her clients.
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3. Mackenzie’s Conduct
(a) Excessive Spending on Business Promotional Activities and Promotional Items
9. Between May 2014 and October 2017, Mackenzie permitted excessive spending on DRs for promotional activities,

contrary to section 5.6 of NI 81-105.

10. During the same period, Mackenzie permitted the provision of items to DRs that were not of minimal value and/or were
extensive, frequent and/or were not promotional in nature, contrary to section 5.6 of NI 81-105.

(b) Mackenzie Conferences

11. During the period November 2014 to May 2015, Mackenzie hosted six mutual fund sponsored conferences pursuant to
section 5.2 of NI 81-105 and provided non-monetary benefits to DRs at the conferences that did not comply with
subsection 5.2(e) and section 5.6 of NI 81-105.

(c) Spending Category Not Permitted Under NI 81-105

12. Mackenzie’s sales compliance guidelines introduced in December 2014 permitted it to make financial contributions to
non-educational participating dealer events which were not permitted under NI 81-105 and from September 2015 to
December 2017, Mackenzie made financial contributions to such dealer events.

(d) Controls, Supervision and Books and Records Relating to Sales Practices

13. During the period May 2014 to October 2017, Mackenzie failed to establish and maintain systems of controls and

supervision around its sales practices sufficient to provide reasonable assurances that it was complying with its
obligations under section 2.1 and Part 5 of NI 81-105.

14. During the period May 2014 to October 2017, Mackenzie failed to maintain adequate books, records and other
documents in relation to its sales practices as was reasonably required to demonstrate its compliance with Part 5 of NI
81-105.

C. BREACHES AND CONDUCT CONTRARY TO THE PUBLIC INTEREST:

Enforcement Staff alleges the following breaches of Ontario securities law and/or conduct contrary to the public interest:

1. Mackenzie did not comply with section 5.6 of NI 81-105 by providing excessive non-monetary benefits to DRs through
business promotional activities and through the provision of items resulting in a breach by Mackenzie of section 2.1 of
NI 81-105, during the period May 2014 to October 2017;

2. Mackenzie provided non-monetary benefits to participating dealers in the form of contributions to non-educational
dealer events which did not meet the requirements of Part 5 of NI 81-105 resulting in a breach by Mackenzie of section
2.1 of NI 81-105, during the period September 2015 to December 2017;

3. Mackenzie did not comply with subsection 5.2(e) and section 5.6 of NI 81-105 by providing excessive non-monetary
benefits to DRs at the six conferences it held during the period November 2014 to May 2015, resulting in a breach by
Mackenzie of section 2.1 of NI 81-105;

4. Mackenzie failed to establish and maintain adequate systems of controls and supervision around its sales practices
during the period May 2014 to October 2017 to ensure compliance with section 2.1 and Part 5 of NI 81-105, in breach
of subsection 32(2) of the Act and section 11.1 of National Instrument 31-103 Registration Requirements, Exemptions
and Ongoing Registrant Obligations;

5. Mackenzie failed to maintain books, records and other documents as were reasonably required to demonstrate its
compliance with NI 81-105 in breach of paragraph 3 of subsection 19(1) of the Act, during the period May 2014 to
October 2017; and

6. the conduct referred to above is also contrary to the public interest.

April 12, 2018 (2018), 41 OSCB 2969



Notices / News Releases

DATED this 4th day of April, 2018.

Ontario Securities Commission
20 Queen Street West

Suite 2200

Toronto, Ontario

M5H 3S8

Michelle Vaillancourt
Senior Litigation Counsel
Enforcement Branch

Tel: (416) 593-3654

Fax: (416) 593-8321

Jamie Gibson
Litigation Counsel
Enforcement Branch
Tel: (416) 263-3783
Fax: (416) 593-8321
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1.3.2 Muchoki Fungai Simba (also previously known as Henderson MacDonald Alexander Butcher) — ss. 127(1),
1271

FILE NO.: 2018-6
IN THE MATTER OF
MUCHOKI FUNGAI SIMBA

(also previously known as Henderson MacDonald Alexander Butcher)

AMENDED NOTICE OF HEARING
Subsection 127(1) and Section 127.1 of the Securities Act, RSO 1990, ¢ S.5

PROCEEDING TYPE: Enforcement Proceeding

HEARING DATE AND TIME: April 23, 2018 at 11:30 a.m.
LOCATION: 20 Queen Street West, 17th Floor, Toronto, Ontario
PURPOSE

The purpose of this proceeding is to consider whether it is in the public interest for the Commission to make the orders
requested in the Amended Statement of Allegations filed by Staff of the Commission on April 4, 2018.

The hearing set for the date and time indicated above is the first attendance in this proceeding, as described in subsection 5(1)
of the Commission’s Practice Guideline.

REPRESENTATION
Any party to the proceeding may be represented by a representative at the hearing.
FAILURE TO ATTEND

IF A PARTY DOES NOT ATTEND, THE HEARING MAY PROCEED IN THE PARTY’S ABSENCE AND THE PARTY WILL
NOT BE ENTITLED TO ANY FURTHER NOTICE IN THE PROCEEDING.

FRENCH HEARING

This Notice of Hearing is also available in French on request of a party. Participation may be in either French or English.
Participants must notify the Secretary’s Office in writing as soon as possible if the participant is requesting a proceeding be
conducted wholly or partly in French.

AVIS EN FRANCAIS

L'avis d'audience est disponible en frangais sur demande d’une partie, que la participation a I'audience peut se faire en frangais
ou en anglais et que les participants doivent aviser le Bureau du secrétaire par écrit le plut tét si le participant demande qu'une
instance soit tenue entiérement ou partiellement en frangais.

Dated at Toronto this 4th day of April, 2018

“Grace Knakowski”
Secretary to the Commission

For more information

Please visit www.osc.gov.on.ca or contact the Registrar at registrar@osc.gov.on.ca.
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A.

IN THE MATTER OF
MUCHOKI FUNGAI SIMBA
(also previously known as Henderson MacDonald Alexander Butcher)

AMENDED STATEMENT OF ALLEGATIONS
(Subsection 127(1) and Section 127.1 of the Securities Act, RSO 1990, c S.5)

ORDER SOUGHT

Staff of the Enforcement Branch of the Ontario Securities Commission (“Enforcement Staff’) request that the Commission
make the following orders:

B.

1. that trading in any securities or derivatives by Muchoki Fungai Simba, also previously known as Henderson
MacDonald Alexander Butcher (the “Respondent”), cease permanently or for such period as is specified by
the Commission, pursuant to paragraph 2 of subsection 127(1) of the Securities Act, RSO 1990, ¢ S.5 (the
“Act”);

2. that the acquisition of any securities by the Respondent is prohibited permanently or for such period as is
specified by the Commission, pursuant to paragraph 2.1 of subsection 127(1) of the Act;

3. that any exemptions contained in Ontario securities law do not apply to the Respondent permanently or for
such period as is specified by the Commission, pursuant to paragraph 3 of subsection 127(1) of the Act;

4. that the Respondent be reprimanded, pursuant to paragraph 6 of subsection 127(1) of the Act;

5. that the Respondent be prohibited from becoming or acting as a registrant, as an investment fund manager or
as a promoter, pursuant to paragraph 8.5 of subsection 127(1) of the Act;

6. that the Respondent pay an administrative penalty of not more than $1 million for each failure by the
Respondent to comply with Ontario securities law, pursuant to paragraph 9 of subsection 127(1) of the Act;

7. that the Respondent disgorge to the Commission any amounts obtained as a result of non-compliance with
Ontario securities law, pursuant to paragraph 10 of subsection 127(1) of the Act;

8. that the Respondent pay the costs of the Commission investigation and the hearing, pursuant to section 127.1
of the Act; and

9. such other order as the Commission considers appropriate in the public interest.

FACTS

Enforcement Staff make the following allegations of fact:

(a)
1.

Overview

This proceeding involves a former registrant who engaged in unregistered trading and advising in securities in the
account of a retired person.

Between January 6, 2014 and March 16, 2015 (the “Material Time”), the Respondent purchased and sold securities in
the Locked-in Retirement Account (‘LIRA Account”) of H.B. at Scotia iTRADE. The Respondent entered over 440
buy/sell orders in the LIRA Account during the Material Time.

During the Material Time, H.B. relied on the Respondent to make and execute all investment decisions relating to the
funds in his LIRA Account. Pursuant to a verbal agreement between the Respondent and H.B., the Respondent had
unfettered access to and complete discretionary trading authority over H.B.’s LIRA Account.

The Respondent’s activities during the Material Time resulted in a total loss of $56,009.26 in H.B.’s LIRA Account. To
date, the Respondent has paid H.B. $5,000.00 as compensation for his losses.

In the course of his conduct, the Respondent failed to comply with the registration requirements of Ontario securities
law and, in doing so, breached a cornerstone of the regulatory framework of the Act. The registration requirements
serve important gate-keeping and investor protection functions by ensuring that only properly qualified and suitable
persons are permitted to engage in the business of trading and advising in securities.
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(b)

10.

(c)

1.

12.

13.

14.

15.

16.

17.

18.

19.

20.

21.

C.

The Respondent
The Respondent is, and was during the Material Time, a resident of Ontario.
During the Material Time, the Respondent was not registered with the Commission in any capacity.

From 1998 to November 2009, the Respondent was a mutual fund and insurance salesperson with Canfin Magellan
Investments Inc. (“Canfin”). From about 1999 to 2003, H.B. was a client of the Respondent at Canfin.

On February 20, 2012, the Mutual Fund Dealers Association (the “MFDA”) issued an order permanently prohibiting the
Respondent from conducting securities related business in any capacity while in the employ of or associated with any
member of the MFDA.

The Respondent was not registered with the Commission in any capacity during the Material Time.
Conduct at Issue

In the fall of 2013, H.B. contacted the Respondent to invest his retirement funds from the Pension Plan of the Canadian
YMCA. At the time, H.B. was not aware that the Respondent was no longer employed by Canfin or had been
sanctioned by the MFDA.

The Respondent agreed to invest H.B.’s retirement funds. H.B. agreed to compensate the Respondent based on the
performance of the investments the Respondent would make on his behalf, although the Respondent was never paid.

In November 2013, the Respondent helped H.B. open a LIRA Account at Scotia iTRADE. In the same month, the
Respondent helped H.B. transfer his retirement funds, totalling $94,760.84, to his LIRA Account.

At around the same time, the Respondent also helped H.B. open a tax-free savings account (“TFSA Account’) at
Scotia iTRADE. Although H.B. requested that the Respondent transfer $20,000 from the retirement funds to the TFSA
Account, the TFSA Account was never used or funded. However, more than $20,000 in cash was maintained in H.B.’s
LIRA Account until December 2014.

During the Material Time, the Respondent had unfettered access to H.B.’s LIRA Account through the online platform at
Scotia iTRADE. Using the online platform, the Respondent entered over 440 buy/sell orders in H.B.’s LIRA Account.
Approximately 230 buy/sell orders were made with respect to options while the remainder related to shares of publicly
listed companies.

No other person, including H.B., purchased or sold securities through the LIRA Account during the Material Time.

During the Material Time, the Respondent had complete discretionary trading authority over H.B.’s LIRA Account. H.B.
had little role, if any, in the investment decision-making process. H.B. relied on the Respondent to make and execute
all investment decisions relating to his LIRA Account. The Respondent made the ultimate decision regarding all
investments in H.B.’s LIRA Account.

On March 4, 2015, when contacted by H.B. about withdrawing $20,000 from the TFSA Account, the Respondent stated
that he pressed a wrong button and that all the money just disappeared. In fact, the LIRA Account did not have
sufficient funds to satisfy the proposed withdrawal due to the Respondent’s trading activities. H.B. subsequently
learned that the Respondent had left Canfin and was sanctioned by the MFDA.

The Respondent’s conduct during the Material Time led to a total loss of $56,009.26 in H.B.’s LIRA Account.

During the Material Time, the Respondent was not registered with the Commission in any capacity.

To date, the Respondent has paid H.B. a total of $5,000.00 as compensation for the losses he incurred in H.B.’s LIRA
Account.

BREACHES OF ONTARIO SECURITIES LAW AND CONDUCT CONTRARY TO THE PUBLIC INTEREST

Enforcement Staff allege the following breaches of Ontario securities law and/or conduct contrary to the public interest:

1. the Respondent engaged in, or held himself out as engaging in, the business of trading in securities without
being registered to do so, and where no exemption to the registration requirement of Ontario securities law
was available, contrary to subsection 25(1) of the Act; and
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2. the Respondent engaged in, or held himself out as engaging in, the business of advising with respect to
investing in, buying or selling securities without being registered to do so, and where no exemption to the
registration requirement of Ontario securities law was available, contrary to subsection 25(3) of the Act.

Enforcement Staff reserve the right to make such other allegation as Enforcement Staff may advise and the Commission may
permit.

DATED at Toronto, March 29, 2018.

Alvin Qian

Litigation Counsel

Enforcement Branch

Tel: (416) 263-3784

Lawyer for Staff of the Ontario Securities Commission
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1.5 Notices from the Office of the Secretary
1.51 Sital Singh Dhillon

FOR IMMEDIATE RELEASE
April 4, 2018

SITAL SINGH DHILLON

TORONTO - The Commission issued its Reasons and
Decision in the above named matter.

A copy of the Reasons and Decision dated April 3, 2018 is
available at www.osc.gov.on.ca.

OFFICE OF THE SECRETARY
GRACE KNAKOWSKI

SECRETARY TO THE COMMISSION
For media inquiries:
media_inquiries@osc.gov.on.ca

For investor inquiries:

OSC Contact Centre

416-593-8314
1-877-785-1555 (Toll Free)

1.5.2 Mackenzie Financial Corporation

FOR IMMEDIATE RELEASE
April 4, 2018

MACKENZIE FINANCIAL CORPORATION,
File No. 2018-15

TORONTO - The Office of the Secretary issued a Notice
of Hearing for a hearing to consider whether it is in the
public interest to approve a settlement agreement entered
into by Staff of the Commission and Mackenzie Financial
Corporation in the above named matter.

The hearing will be held on April 6, 2018 at 2:00 p.m. on
the 17th floor of the Commission's offices located at 20
Queen Street West, Toronto.

A copy of the Notice of Hearing dated April 4, 2018 and
Statement of Allegations dated April 4, 2018 are available
at www.osc.gov.on.ca.

OFFICE OF THE SECRETARY
GRACE KNAKOWSKI

SECRETARY TO THE COMMISSION
For media inquiries:
media_inquiries@osc.gov.on.ca

For investor inquiries:

OSC Contact Centre

416-593-8314
1-877-785-1555 (Toll Free)
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1.5.3 Muchoki Fungai Simba (also known as
Henderson MacDonald Alexander Butcher)

FOR IMMEDIATE RELEASE
April 4, 2018

MUCHOKI FUNGAI SIMBA (also known as
Henderson MacDonald Alexander Butcher),
File No. 2018-6

TORONTO - The Commission issued its Reasons and
Decision and an Order in the above named matter.

A copy of the Reasons and Decision and Order dated April
4, 2018 are available at www.osc.gov.on.ca.

OFFICE OF THE SECRETARY
GRACE KNAKOWSKI

SECRETARY TO THE COMMISSION
For media inquiries:
media_inquiries@osc.gov.on.ca

For investor inquiries:

OSC Contact Centre

416-593-8314
1-877-785-1555 (Toll Free)

1.5.4  Muchoki Fungai Simba (also previously known
as Henderson MacDonald Alexander Butcher)

FOR IMMEDIATE RELEASE
April 5, 2018

MUCHOKI FUNGAI SIMBA (also previously known as
Henderson MacDonald Alexander Butcher),
File No. 2018-6

TORONTO - The Office of the Secretary issued an
Amended Notice of Hearing on April 4, 2018 setting the
matter down to be heard on April 23, 2018 at 11:30 a.m. or
as soon thereafter as the hearing can be held in the above
named matter. The hearing will be held at the offices of the
Commission at 20 Queen Street West, 17th Floor, Toronto.

A copy of the Amended Notice of Hearing dated April 4,
2018 and Amended Statement of Allegations dated March
29, 2018 are available at www.osc.gov.on.ca.

OFFICE OF THE SECRETARY
GRACE KNAKOWSKI

SECRETARY TO THE COMMISSION
For media inquiries:
media_inquiries@osc.gov.on.ca

For investor inquiries:

OSC Contact Centre

416-593-8314
1-877-785-1555 (Toll Free)
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155 USI Tech Limited et al.

FOR IMMEDIATE RELEASE
April 5, 2018

USI TECH LIMITED,
ELEANOR PARKER AND
CASEY COMBDEN,
File No. 2018-8

TORONTO - The Commission issued an Order in the
above named matter.

A copy of the Order dated April 5, 2018 is available at
WWW.0SC.gov.on.ca.

OFFICE OF THE SECRETARY
GRACE KNAKOWSKI

SECRETARY TO THE COMMISSION
For media inquiries:
media_inquiries@osc.gov.on.ca

For investor inquiries:

OSC Contact Centre

416-593-8314
1-877-785-1555 (Toll Free)

1.5.6 Mackenzie Financial Corporation

FOR IMMEDIATE RELEASE
April 6, 2018

MACKENZIE FINANCIAL CORPORATION,
File No. 2018-15

TORONTO - Following a hearing held today, the
Commission issued an Order in the above named matter
approving the Settlement Agreement reached between
Staff of the Commission and Mackenzie Financial
Corporation.

A copy of the Order dated April 6, 2018 and Settlement
Agreement dated April 4, 2018 are available at
WWW.0SC.gov.on.ca.

OFFICE OF THE SECRETARY
GRACE KNAKOWSKI

SECRETARY TO THE COMMISSION
For media inquiries:
media_inquiries@osc.gov.on.ca

For investor inquiries:

OSC Contact Centre

416-593-8314
1-877-785-1555 (Toll Free)
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1.5.7  Crystal Wealth Management System Limited et
al.

FOR IMMEDIATE RELEASE
April 9, 2018

CRYSTAL WEALTH MANAGEMENT SYSTEM LIMITED,
CLAYTON SMITH, CLJ EVEREST LTD, 1150752
ONTARIO LIMITED, CRYSTAL WEALTH MEDIA

STRATEGY, CRYSTAL WEALTH MORTGAGE

STRATEGY, CRYSTAL ENLIGHTENED RESOURCE &

PRECIOUS METAL FUND, CRYSTAL WEALTH
MEDICAL STRATEGY, CRYSTAL WEALTH
ENLIGHTENED FACTORING STRATEGY, ACM
GROWTH FUND, ACM INCOME FUND, CRYSTAL
WEALTH HIGH YIELD MORTGAGE STRATEGY,
CRYSTAL ENLIGHTENED BULLION FUND, ABSOLUTE
SUSTAINABLE DIVIDEND FUND, ABSOLUTE
SUSTAINABLE PROPERTY FUND, CRYSTAL WEALTH
ENLIGHTENED HEDGE FUND, CRYSTAL WEALTH
INFRASTRUCTURE STRATEGY, CRYSTAL WEALTH
CONSCIOUS CAPITAL STRATEGY and CRYSTAL
WEALTH RETIREMENT ONE FUND

TORONTO - The Commission issued an Order in the
above named matter which provides that:

1. pursuant to subsection 127(8) of the Act,
the Temporary Order is extended until
July 5, 2018, or until further order of the
Commission, without prejudice to the
right of any of the parties to seek to vary
the Temporary Order on application to
the Commission; and

2. the hearing of this matter is adjourned
until July 4, 2018 at 10:00 a.m. or such
other date and time as provided by the
Office of the Secretary and agreed to by
the parties.

A copy of the Order dated April 9, 2018 is available at
WWW.0SC.gov.on.ca.

OFFICE OF THE SECRETARY
GRACE KNAKOWSKI

SECRETARY TO THE COMMISSION
For media inquiries:
media_inquiries@osc.gov.on.ca

For investor inquiries:

OSC Contact Centre

416-593-8314
1-877-785-1555 (Toll Free)

1.5.8 USI Tech Limited et al.

FOR IMMEDIATE RELEASE
April 9, 2018

USI TECH LIMITED,
ELEANOR PARKER AND
CASEY COMBDEN,
File No. 2018-8

TORONTO - Staff of the Ontario Securities Commission
filed an Amended Application of Staff pursuant to an Order
of the Commission dated April 5, 2018 with the Office of the
Secretary in the above noted matter.

A copy of the Amended Application of Staff dated April 6,
2018 is available at www.osc.gov.on.ca.

OFFICE OF THE SECRETARY
GRACE KNAKOWSKI

SECRETARY TO THE COMMISSION
For media inquiries:
media_inquiries@osc.gov.on.ca

For investor inquiries:

OSC Contact Centre

416-593-8314
1-877-785-1555 (Toll Free)
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1.5.9 Dennis L. Meharchand and Valt.X Holdings Inc.

FOR IMMEDIATE RELEASE
April 9, 2018

DENNIS L. MEHARCHAND and
VALT.X HOLDINGS INC.

TORONTO - The Commission issued an Order in the
above named matter.

A copy of the Order dated April 9, 2018 is available at
WWW.0SC.gov.on.ca.

OFFICE OF THE SECRETARY
GRACE KNAKOWSKI

SECRETARY TO THE COMMISSION
For media inquiries:
media_inquiries@osc.gov.on.ca

For investor inquiries:

OSC Contact Centre

416-593-8314
1-877-785-1555 (Toll Free)
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Chapter 2

Decisions, Orders and Rulings

21 Decisions
211 Lionguard Capital Management Inc.
Headnote

National Policy 11-203 Process for Exemptive Relief Applications in Multiple Jurisdictions — Relief from the conflict of interest
restrictions in the Securities Act (Ontario) to permit fund-on-fund structures involving between pooled funds under common
management subject to conditions.

Applicable Legislative Provisions
Securities Act (Ontario), R.S.0. 1990, c. S.5, as am., ss. 111(2)(b), 111(2)(c), 111(4), 113.
March 27, 2018

IN THE MATTER OF
THE SECURITIES LEGISLATION OF
ONTARIO
(the Jurisdiction)

AND

IN THE MATTER OF
THE PROCESS FOR EXEMPTIVE RELIEF APPLICATIONS
IN MULTIPLE JURISDICTIONS

AND

IN THE MATTER OF
LIONGUARD CAPITAL MANAGEMENT INC.
(the Filer)

AND

IN THE MATTER OF
THE TOP FUNDS
(as defined below)

DECISION
Background

The principal regulator in the Jurisdiction has received an application from the Filer on its behalf and on behalf of LionGuard
Opportunities Trust Fund (the Initial Top Fund) and any other investment fund which is not a reporting issuer under the
securities legislation of the principal regulator (the Legislation) and may be established and managed by the Filer in the future
(together with the Initial Top Fund, the Top Funds), which invests its assets in LionGuard Opportunities Fund LP (the Initial
Underlying Fund) or any other investment fund which is not a reporting issuer and may be managed by the Filer in the future
(together with the Initial Underlying Fund, the Underlying Funds), for a decision under the Legislation exempting the Filer and
the Top Funds from the restriction in the Legislation which prohibits:

(a) an investment fund from knowingly making an investment in a person or company in which the investment
fund, alone or together with one or more related investment funds, is a substantial security holder;

(b) an investment fund from knowingly making an investment in an issuer in which:
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(i) any officer or director of the investment fund, its management company or distribution company or an
associate of any of them, or

(i) any person or company who is a substantial securityholder of the investment fund, its management
company or its distribution company,

has a significant interest; and

(c) an investment fund, its management company or its distribution company from knowingly holding an
investment described in paragraph (a) or (b) above

(collectively, the Requested Relief).
Under the Process for Exemptive Relief Applications in Multiple Jurisdictions (for a passport application):
(a) the Ontario Securities Commission is the principal regulator for this application; and

(b) the Filer has provided notice that section 4.7(1) of Multilateral Instrument 11-102 Passport System (Ml 11-102)
is intended to be relied upon in Alberta.

Interpretation

Terms defined in National Instrument 14-101 Definitions and Ml 11-102 have the same meaning if used in this decision, unless
otherwise defined.

Representations

This decision is based on the following facts represented by the Filer:

The Filer
1. The Filer is a corporation existing under the laws of Canada with its head office in Montreal, Québec.
2. The Filer is registered under the Ontario Act (and under the Securities Act (Québec)) as an adviser in the category of

portfolio manager, as an exempt market dealer and as an investment fund manager. The Filer is also registered as an
adviser in the category of portfolio manager and as an exempt market dealer under the securities legislation of British
Columbia and Alberta.

3. The Ontario Securities Commission has been chosen as principal regulator for purposes of the application, pursuant to
Subsection 3.6(8) of National Policy 11-203 Process for Exemptive Relief Applications in Multiple Jurisdictions (NP 11-
203) and Section 4.5 of Ml 11-102. The Requested Relief is only required in Ontario and Alberta, but is not required in
Québec, even though the Filer's head office is located there. Pursuant to the factors outlined in Paragraph 3.6(10)(d) of
NP 11-203, Ontario is the jurisdiction with which the Filer has the most significant connection as the Initial Top Fund is
formed under the laws of Ontario and it is anticipated that many more investors in the Initial Top Fund will be resident in
Ontario than in Alberta.

4. The Filer is not a reporting issuer in any jurisdiction in Canada and is not in default of securities legislation of any
jurisdiction in Canada.

5. The Filer is or will be the portfolio adviser and the investment fund manager for the Top Funds and the Underlying
Funds. Each of the Top Funds and the Underlying Funds is or will be established under the laws of Ontario, Québec or
another jurisdiction of Canada. The Filer also acts as the exempt market dealer for the distribution of securities of the
Top Funds and the Underlying Funds.

6. An officer and director of the Filer owns over 20% of the voting securities of the Filer and accordingly is a “substantial
securityholder” (as those words are defined in s. 110(2)(b) of the Ontario Act and s. 184(1)(c) of the Alberta Act) of the
Filer. In addition, such individual also owns over 20% of the voting securities of the general partner of the Initial
Underlying Fund and accordingly is a “substantial securityholder” of the Initial Underlying Fund. It is anticipated a
similar ownership structure would be used for Future Underlying Funds. Officers and directors of the Filer are now also
holders of certain limited partnership units in the Initial Underlying Fund, and, in the future, officers and directors of the
Filer may also be, directly or indirectly, limited partners of other limited partnerships that may be the Future Underlying
Funds. As limited partners of such limited partnerships, such officers and directors of the Filer may have a significant
interest in the Underlying Funds.
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Top Funds

7.

The Initial Top Fund is an investment trust that was established under the laws of Ontario on March 8, 2018. The future
Top Funds will be structured as trusts under the laws of Ontario or another jurisdiction of Canada.

8. The Filer is the trustee of the Initial Top Fund. The Filer or a third party will act as trustee of a Top Fund.

9. The securities of each Top Fund are or will be sold solely to investors pursuant to exemptions from the prospectus
requirements in accordance with National Instrument 45-106 Prospectus Exemptions (NI 45-106).

10. Each of the Top Funds will be a “mutual fund” as defined in securities legislation of the jurisdictions in which the Top
Funds are distributed.

11. An investment by a Top Fund in an Underlying Fund is, or will be, compatible with the investment objectives of the Top
Fund. The investment strategy for a Top Fund will be to invest substantially all of its assets in an Underlying Fund.

12. The investment objective of the Initial Top Fund is to seek to maximize returns on its capital. The investment strategy
for the Initial Top Fund is to invest substantially all of its assets in the Initial Underlying Fund.

13. None of the Top Funds will be a reporting issuer in any jurisdiction of Canada.

Underlying Funds

14. The Initial Underlying Fund is a limited partnership established under the laws of Québec by an agreement dated June
20, 2014. The future Underlying Funds will be structured as limited partnerships under the laws of Québec or another
jurisdiction of Canada.

15. The general partner of the Initial Underlying Fund is LionGuard Opportunities GP Inc., an affiliate of the Filer. The
general partner of each future Underlying Fund will be an affiliate of the Filer.

16. Each of the Underlying Funds has, or will have, separate investment objectives and investment strategies. The
investment objective of the Initial Underlying Fund is to generate attractive total absolute returns through investments in
mainly small and medium capitalization North American companies. In order to achieve investment objectives of the
Initial Underlying Fund, the Filer employs investment strategies which include managing an investment portfolio of
mainly long and short equity positions of publicly-traded securities.

17. In Canada, securities of each Underlying Fund are, or will be, sold solely to investors pursuant to exemptions from the
prospectus requirements in accordance with NI 45-106.

18. Each of the Underlying Funds is, or will be, a “mutual fund” as defined in securities legislation of the jurisdictions in
which the Top Funds are distributed.

19. Each Underlying Fund has, or is expected to have, other investors in addition to the Top Fund.

20. None of the Underlying Funds is, or will be, a reporting issuer in any jurisdiction of Canada.

21. The Initial Underlying Fund is not in default of securities legislation of any jurisdiction of Canada.

Fund-on-Fund Structure

22.

23.

24,

25.

As a limited partnership, securities of the Initial Underlying Fund are not qualified investments under the Income Tax
Act (Canada) for registered plans and tax-free savings accounts.

A Top Fund will allow its investors to obtain indirect exposure to the investment portfolio of an Underlying Fund and its
respective investment strategies through, primarily direct investments by the Top Fund in securities of the Underlying
Fund (the Fund-on-Fund Structure).

Unlike the Initial Underlying Fund, which is a limited partnership, the Initial Top Fund is organized as a trust for the
purpose of accessing a broader base of investors, including registered plans and tax-free savings accounts, and other
investors that may not wish to invest directly in a limited partnership.

The Fund-on-Fund Structures involving Future Top Funds and Future Underlying Funds will be similarly structured.
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26.

27.

28.

20.

30.

31.

32.

33.

34.

35.

36.

37.

Any investment by a Top Fund in an Underlying Fund will be aligned with the investment objectives, investment
strategy, risk profile and other principal terms of the Top Fund.

An investment in an Underlying Fund by a Top Fund will be effected at an objective price and on the same basis as
other investments in the Underlying Fund. According to the Filer's policies and procedures, an objective price for this
purpose, will be the net asset value (NAV) per security of the applicable class or series of the applicable Underlying
Fund.

Each Underlying Fund will not hold more than 10% of its NAV in illiquid assets (as defined in National Instrument 81-
102 Investment Funds (NI 81-102)). The Underlying Funds will primarily hold publicly-traded securities.

The amounts invested, from time to time, in an Underlying Fund by one or more of the Top Funds may exceed 20% of
the outstanding voting securities of any single Underlying Fund. Accordingly, each Top Fund could, either alone or
together with Future Top Funds, become a substantial securityholder of an Underlying Fund.

Upon inception, the Initial Top Fund will not be a substantial securityholder of the Initial Underlying Fund, however, as
the assets of the Initial Top Fund grow and it subscribes for more units of the Initial Underlying Fund, it is expected that
the Initial Top Fund will become a substantial securityholder of the Initial Underlying Fund.

No Underlying Fund will be a Top Fund in a Fund-on-Fund Structure.
Each Underlying Fund has, or is expected to have, other investors in addition to the Top Funds.

Securities of the Top Funds and their corresponding Underlying Funds have, or will have, matching monthly
redemption dates and matching monthly valuation dates.

In all cases, the Filer manages, or will manage, the liquidity of each of each Top Fund having regard to the redemption
features of the corresponding Underlying Fund(s) to ensure that it can meet redemption requests from investors of the
Top Funds.

In addition, the Fund-on-Fund Structure may result in a Top Fund investing in an Underlying Fund in which an officer or
director of the Filer has a significant interest and/or a Top Fund investing in an Underlying Fund in which a person or
company who is a substantial securityholder of the Top Fund or the Filer has a significant interest.

Prior to the time of investment, securityholders of a Top Fund will be provided with disclosure with respect to each
officer and/or director of the Filer, if any, that has a significant interest in the Underlying Funds through investments
made in securities of such Underlying Funds (due to the provision of seed capital and/or ongoing investments from time
to time) and that such officer and/or director of the Filer, if any, is also a substantial securityholder of the Filer.
Securityholders in a Top Fund will also be advised of the potential conflicts of interest which may arise from such
relationships. The foregoing disclosure will be contained in any offering memorandum prepared in connection with a
distribution of securities of the Top Fund, or if no offering memorandum is prepared, in another document provided to
investors of the Top Fund.

Each of the Top Funds and the Underlying Funds that are subject to National Instrument 81-106 Investment Fund
Continuous Disclosure (NI 81-106) will prepare annual audited financial statements and interim unaudited financial
statements in accordance with NI 81-106 and will otherwise comply with the requirements of NI 81-106, as applicable.

Generally

38.

39.

40.

The Filer expects that the assets of each Underlying Fund (and the assets of each Top Fund only if such Top Fund
holds securities other than securities of an Underlying Fund) are, or will be, held by an entity that meets the
qualifications of section 6.2 of NI 81-102 (for assets held in Canada) or an entity that meets the qualifications of section
6.3 of NI 81-102 (for assets held outside Canada) except that its financial statements may not be publicly available.

It is expected that the Top Funds, will only hold cash in a bank account with a bank that meets the qualifications of Part
6 of NI 81-102, and uncertificated securities of the applicable Underlying Fund registered in the name of the relevant
Top Fund. To the extent a Top Fund holds assets other than the applicable Underlying Fund, those assets will be held
by an entity that meets the qualifications of Part 6 of NI 81-102.

In the absence of the Requested Relief, the Top Funds would be constrained by the investment restrictions in
Canadian securities legislation in terms of the degree to which they could implement the Fund-on-Fund Structure.
Specifically, the Top Funds would be prohibited from: (i) becoming a substantial securityholders of the Underlying
Funds, either alone or together with related investment funds; and (ii) a Top Fund investing in an Underlying Fund in
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which an officer or director of the Filer has a significant interest and/or a Top Fund investing in an Underlying Fund in
which a person or company who is a substantial securityholder of the Top Fund or the Filer, has a significant interest.

41. A Top Fund’s investments in an Underlying Fund represent the business judgement of a responsible person
uninfluenced by considerations other than the best interests of the investment funds concerned.

Decision

The principal regulator is satisfied that the decision meets the test set out in the Legislation for the principal regulator to make

the decision.

The decision of the principal regulator under the Legislation is that the Requested Relief is granted provided that:

(a)

(b)

()

(d)

(e)

(f)

(9

(h)

(i)

securities of the Top Funds are distributed in Canada solely pursuant to exemptions from the prospectus
requirements under Canadian securities legislation;

the investment by a Top Fund in an Underlying Fund is compatible with the investment objectives of the Top
Fund;

an investment in an Underlying Fund by a Top Fund will be effected at an objective price, calculated in
accordance with section 14.2 of NI 81-106

a Top Fund will not invest in an Underlying Fund, unless the Underlying Fund complies with the provisions of
NI 81-106 that apply to a “mutual fund in Ontario” as defined in the Securities Act (Ontario);

no Top Fund will purchase or hold securities of an Underlying Fund unless, at the time of the purchase of
securities of the Underlying Fund, the Underlying Fund holds no more than 10% of its NAV in securities of
other mutual funds, unless the Underlying Fund:

0] is a “clone fund” (as defined by NI 81-102),
(ii) purchases or holds securities of a “money market fund” (as defined by NI 81-102), or
(iii) purchases or holds securities that are “index participation units” (as defined by NI 81-102) issued by

an investment fund;

no management fees or incentive fees are payable by a Top Fund that, to a reasonable person, would
duplicate a fee payable by an Underlying Fund for the same service;

no sales fee or redemption fees are payable by a Top Fund in relation to its purchases or redemptions of
securities of an Underlying Fund that, to a reasonable person, would duplicate a fee payable by an investor in
the Top Fund other than brokerage fees incurred for the purchase or sale of an index participation unit issued
by an investment fund;

the Filer does not cause the securities of the Underlying Fund held by a Top Fund to be voted at any meeting
of holders of such securities, except that the Filer may arrange for the securities the Top Fund holds of the
Underlying Fund to be voted by the beneficial owners of securities of the Top Fund who are not the Filer or an
officer, director or substantial securityholder of the Filer;

when purchasing and/or redeeming securities of an Underlying Fund, the Filer shall, as investment fund
manager of the applicable Top Fund and Underlying Fund, act honestly, in good faith and in the best interests
of the Top Fund and Underlying Fund, respectively, and shall exercise the care and diligence that a
reasonably prudent person would exercise in comparable circumstances;

() the offering memorandum, where available, or other disclosure document of a Top Fund, will be provided to
investors in the Top Fund prior to the time of investment and will disclose:
(i) that the Top Fund may purchase securities of the applicable Underlying Fund;
(ii) that the Filer is the investment fund manager and/or portfolio manager of both the Top Fund and the
Underlying Fund;
(iii) that the Top Fund may invest all, or substantially all, of its assets in securities of an Underlying Fund;
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(k)

“W.M. Furlong”
Commissioner

(iv)

(v)
(vi)

(vii)

(viii)

the fees, expenses and any performance or special incentive distributions payable by the Underlying
Fund in which the Top Fund invests;

the process or criteria used to select the Underlying Fund, if applicable;

for each officer, director and/or substantial securityholder of the Filer, or of a Top Fund, that has a
significant interest in an applicable Underlying Fund, and officers and directors and substantial
securityholders who together in aggregate hold a significant interest in an applicable Underlying
Fund, the approximate amount of the significant interest they hold, on an aggregate basis, expressed
as a percentage of the applicable Underlying Fund’s NAV, and the potential conflicts of interest which
may arise from such relationship;

that investors are entitled to receive from the Filer, on request and free of charge, a copy of the
offering memorandum or other similar disclosure document of the Underlying Fund (if available); and

that investors are entitled to receive from the Filer, on request and free of charge, the annual audited
financial statements and interim financial reports relating to the Underlying Fund in which the Top
Fund invests; and

the Filer shall annually inform investors in a Top Fund of their right to receive from the Filer, on request and
free of charge, a copy of the offering memorandum or other similar disclosure document of each Underlying
Fund, if available, and the annual audited financial statements and interim financial reports relating to each
Underlying Fund in which the Top Fund invests.

“M. Sandler”
Commissioner

Ontario Securities Commission Ontario Securities Commission
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21.2 Cl Investments Inc. et al.
Headnote

National Policy 11-203 Process for Exemptive Relief Applications in Multiple Jurisdictions — Relief granted to mutual funds for
extension of lapse date of their prospectus for 56 days — Filer will incorporate offering of the mutual funds under the same
offering documents as related family of funds when they are renewed — Extension of lapse date will not affect the currency or
accuracy of the information contained in the current prospectus.

Applicable Legislative Provisions
Securities Act, R.S.0. 1990, c. S.5, as am., s. 62(5).
January 5, 2018

IN THE MATTER OF
THE SECURITIES LEGISLATION OF
ONTARIO
(THE JURISDICTION)

AND

IN THE MATTER OF
THE PROCESS FOR EXEMPTIVE RELIEF APPLICATIONS
IN MULTIPLE JURISDICTIONS

AND

IN THE MATTER OF
CI INVESTMENTS INC.
(THE FILER)

AND

IN THE MATTER OF
HARBOUR GLOBAL ANALYST FUND,
CAMBRIDGE BALANCED YIELD POOL,
CAMBRIDGE PREMIUM YIELD POOL,
SIGNATURE FLOATING RATE INCOME POOL AND
CAMBRIDGE CANADIAN SHORT-TERM BOND POOL
(THE FUNDS)

DECISION
Background
The principal regulator in the Jurisdiction has received an application from the Filer, on behalf of the Funds, for a decision under
the securities legislation of the Jurisdiction (the Legislation) that the time limits for the renewal of the simplified prospectus, fund
facts and annual information form of the Funds dated June 1, 2017 (collectively, the Prospectus), be extended to those time
limits that would apply if the lapse date were July 27, 2018 (the Requested Relief).
Under the Process for Exemptive Relief Applications in Multiple Jurisdictions (for a passport application):
0] the Ontario Securities Commission is the principal regulator for this application; and
(i) the Filer has provided notice that subsection 4.7(1) of Multilateral Instrument 11-102 Passport System (Ml 11-
102) is intended to be relied upon in each of the other provinces and territories of Canada (together with
Ontario, the Jurisdictions).

Interpretation

Terms defined in National Instrument 14-101 — Definitions and Ml 11-102 have the same meaning if used in this decision, unless
otherwise defined.
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Representations

This decision is based on the following facts represented by the Filer.

1.

2.

10.

1.

12.

13.

The Filer is a corporation incorporated under the laws of Ontario. The Filer's head office is located in Toronto, Ontario.
The Filer is registered as follows:
a. under the securities legislation of all the Jurisdictions as a portfolio manager and exempt market dealer;

b. under the securities legislation of Ontario, Québec and Newfoundland and Labrador as an investment fund
manager; and

C. under the Commodities Futures Act (Ontario) as a commodity trading counsel and a commodity trading
manager.

The Funds are mutual funds established under the laws of Ontario, and are reporting issuers as defined in the
securities legislation of each of the Jurisdictions.

Neither the Filer nor the Funds are in default of securities legislation in any of the Jurisdictions.
Securities of the Funds are currently qualified for distribution in each of the Jurisdictions under the Prospectus.

Pursuant to the Legislation, the lapse date of the Prospectus is June 1, 2018 (the Lapse Date). Accordingly, under the
Legislation, the distribution of securities of the Funds would have to cease on June 1, 2018, unless: (i) the Funds file a
pro forma simplified prospectus at least 30 days prior to June 1, 2018; (ii) the final simplified prospectus is filed no later
than 10 days after June 1, 2018; and (iii) a receipt for the final simplified prospectus is obtained within 20 days of June
1, 2018.

The Filer is the investment fund manager of the Funds and also the investment fund manager of approximately 130
other mutual funds (the Affiliated Funds) that currently distribute their securities to the public under a simplified
prospectus, fund facts and annual information form (collectively, the Affiliated Funds’ Prospectus) that has a lapse
date of July 27, 2018.

Offering the Funds under the same simplified prospectus as the Affiliated Funds’ would assist in disseminating
information with respect to the Funds and the Affiliated Funds in matters such as switching between the Funds and the
Affiliated Funds. The Affiliated Funds also share many common operational and administrative features with the Funds,
and combining them in the same simplified prospectus will allow investors to more easily compare their features.

It would be impractical to alter and modify all the dedicated systems, procedures and resources required to prepare the
renewal Affiliated Funds’ Prospectus, and unreasonable to incur the costs and expenses associated therewith, so that
the renewal Affiliated Funds’ Prospectus can be filed earlier with the renewal Prospectus on or before the current
Lapse Date. As the Affiliated Funds’ Prospectus is a large document and there is an in-depth internal review process
that the Filer undertakes when renewing such document, the Manager would not have sufficient time to finalize and file
the pro forma Affiliated Funds’ Prospectus by at least 30 days prior to the current Lapse Date.

The Filer may make minor changes to the features of the Affiliated Funds as part of the process of renewing the
Affiliated Funds' Prospectus. The ability to incorporate the Funds into the Affiliated Funds’ Prospectus will ensure that
the Filer can make the operational and administrative features of the Funds and the Affiliated Funds consistent with
each other, if necessary.

Once the Prospectus of the Funds is consolidated with the Affiliated Funds’ Prospectus, the Funds will be able to
renew their Prospectus on a timeline that allows them to include the most current audited financial information in the
Prospectus each year. If the Requested Relief is granted, investors in the Funds would have the benefit of being
provided with the Funds' most current audited financial information and financial reporting when reviewing the
Prospectus.

If the Requested Relief is not granted, it will be necessary to renew the Prospectus of the Funds twice within a short
period of time (i.e. 56 days) in order to consolidate the Prospectus with the Affiliated Fund’'s Prospectus.

There have been no material changes in the affairs of the Funds since the date of the Prospectus. Accordingly, the
Prospectus represents current information regarding the Funds.
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14. Given the disclosure obligations of the Funds, should any material change occur, the Prospectus will be amended as
required under the Legislation.

15. The Requested Relief will not affect the accuracy of the information contained in the Prospectus and will therefore not
be prejudicial to public interest.

Decision

The principal regulator is satisfied that the decision meets the test set out in the Legislation for the principal regulator to make
the decision.

The decision of the principal regulator under the Legislation is that the Requested Relief is granted.

“Darren McKall”

Manager

Investment Funds and Structured Products
Ontario Securities Commission
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2.2 Orders

221 Muchoki Fungai Simba (also known as
Henderson MacDonald Alexander Butcher)

FILE NO.: 2018-6

IN THE MATTER OF
MUCHOKI FUNGAI SIMBA (also known as
Henderson MacDonald Alexander Butcher)

D. Grant Vingoe, Vice-Chair and Chair of the Panel
April 4, 2018
ORDER

WHEREAS on March 29, 2018, the Ontario
Securities Commission (Commission) held a hearing at
the offices of the Commission, located at 20 Queen Street
West, 17th Floor, Toronto, Ontario, with respect to the First
Attendance;

ON HEARING the submissions of Staff of the
Commission; no one appearing for Muchoki Fungai Simba,
although properly served as appears from the Affidavit of
Service of Laura Filice sworn February 13, 2018;

IT IS ORDERED THAT:

1. The First Attendance in this matter shall be
adjourned to April 23, 2018 at 11:30 a.m., or on
such other date and time as may be agreed by the
parties and set by the Office of the Secretary;

2. The Statement of Allegations is to be amended,
as attached at Appendix “A”, to indicate that
Muchoki Fungai Simba is “previously” known as
Henderson MacDonald Alexander Butcher; and

3. Any further submissions with respect to
amendments to the Statement of Allegations shall
also be heard at the First Attendance or on such
other date and time as may be agreed by the
parties and set by the Office of the Secretary.

“D. Grant Vingoe”

APPENDIX “A”

IN THE MATTER OF
MUCHOKI FUNGAI SIMBA
(also previously known as
Henderson MacDonald Alexander Butcher)

AMENDED STATEMENT OF ALLEGATIONS
(Subsection 127(1) and Section 127.1 of
the Securities Act, RSO 1990, ¢ S.5)

A. ORDER SOUGHT

Staff of the Enforcement Branch of the Ontario Securities
Commission (“Enforcement Staff’) request that the
Commission make the following orders:

1. that trading in any securities or derivatives by
Muchoki Fungai Simba, also previously known as
Henderson MacDonald Alexander Butcher (the
“Respondent”), cease permanently or for such
period as is specified by the Commission,
pursuant to paragraph 2 of subsection 127(1) of
the Securities Act, RSO 1990, c S.5 (the “Act”);

2. that the acquisition of any securities by the
Respondent is prohibited permanently or for such
period as is specified by the Commission,
pursuant to paragraph 2.1 of subsection 127(1) of
the Act;

3. that any exemptions contained in Ontario
securities law do not apply to the Respondent
permanently or for such period as is specified by
the Commission, pursuant to paragraph 3 of
subsection 127(1) of the Act;

4. that the Respondent be reprimanded, pursuant to
paragraph 6 of subsection 127(1) of the Act;

5. that the Respondent be prohibited from becoming
or acting as a registrant, as an investment fund
manager or as a promoter, pursuant to paragraph
8.5 of subsection 127(1) of the Act;

6. that the Respondent pay an administrative penalty
of not more than $1 million for each failure by the
Respondent to comply with Ontario securities law,
pursuant to paragraph 9 of subsection 127(1) of
the Act;

7. that the Respondent disgorge to the Commission
any amounts obtained as a result of non-
compliance with Ontario securities law, pursuant
to paragraph 10 of subsection 127(1) of the Act;

8. that the Respondent pay the costs of the
Commission investigation and the hearing,
pursuant to section 127.1 of the Act; and

9. such other order as the Commission considers
appropriate in the public interest.
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B.

FACTS

Enforcement Staff make the following allegations of fact:

(a)
1.

(b)

Overview

This proceeding involves a former registrant who
engaged in unregistered trading and advising in
securities in the account of a retired person.

Between January 6, 2014 and March 16, 2015
(the “Material Time”), the Respondent purchased
and sold securities in the Locked-in Retirement
Account (“‘LIRA Account’) of H.B. at Scotia
iTRADE. The Respondent entered over 440
buy/sell orders in the LIRA Account during the
Material Time.

During the Material Time, H.B. relied on the
Respondent to make and execute all investment
decisions relating to the funds in his LIRA
Account. Pursuant to a verbal agreement between
the Respondent and H.B., the Respondent had
unfettered access to and complete discretionary
trading authority over H.B.’s LIRA Account.

The Respondent’s activities during the Material
Time resulted in a total loss of $56,009.26 in
H.B.’s LIRA Account. To date, the Respondent
has paid H.B. $5,000.00 as compensation for his
losses.

In the course of his conduct, the Respondent
failed to comply with the registration requirements
of Ontario securities law and, in doing so,
breached a cornerstone of the regulatory
framework of the Act. The registration
requirements serve important gate-keeping and
investor protection functions by ensuring that only
properly qualified and suitable persons are
permitted to engage in the business of trading and
advising in securities.

The Respondent

The Respondent is, and was during the Material
Time, a resident of Ontario.

During the Material Time, the Respondent was not
registered with the Commission in any capacity.

From 1998 to November 2009, the Respondent
was a mutual fund and insurance salesperson
with Canfin Magellan Investments Inc. (“Canfin”).
From about 1999 to 2003, H.B. was a client of the
Respondent at Canfin.

On February 20, 2012, the Mutual Fund Dealers
Association (the “MFDA”) issued an order
permanently prohibiting the Respondent from
conducting securities related business in any
capacity while in the employ of or associated with
any member of the MFDA.

10.

(c)

11.

12.

13.

14.

15.

16.

17.

18.

The Respondent was not registered with the
Commission in any capacity during the Material
Time.

Conduct at Issue

In the fall of 2013, H.B. contacted the Respondent
to invest his retirement funds from the Pension
Plan of the Canadian YMCA. At the time, H.B. was
not aware that the Respondent was no longer
employed by Canfin or had been sanctioned by
the MFDA.

The Respondent agreed to invest H.B.s
retirement funds. H.B. agreed to compensate the
Respondent based on the performance of the
investments the Respondent would make on his
behalf, although the Respondent was never paid.

In November 2013, the Respondent helped H.B.
open a LIRA Account at Scotia iTRADE. In the
same month, the Respondent helped H.B. transfer
his retirement funds, totalling $94,760.84, to his
LIRA Account.

At around the same time, the Respondent also
helped H.B. open a tax-free savings account
(“TFSA Account”) at Scotia iTRADE. Although
H.B. requested that the Respondent transfer
$20,000 from the retirement funds to the TFSA
Account, the TFSA Account was never used or
funded. However, more than $20,000 in cash was
maintained in H.B.’s LIRA Account until December
2014.

During the Material Time, the Respondent had
unfettered access to H.B.’s LIRA Account through
the online platform at Scotia iTRADE. Using the
online platform, the Respondent entered over 440
buy/sell orders in H.B's LIRA Account.
Approximately 230 buy/sell orders were made with
respect to options while the remainder related to
shares of publicly listed companies.

No other person, including H.B., purchased or
sold securities through the LIRA Account during
the Material Time.

During the Material Time, the Respondent had
complete discretionary trading authority over
H.B.'s LIRA Account. H.B. had little role, if any, in
the investment decision-making process. H.B.
relied on the Respondent to make and execute all
investment decisions relating to his LIRA Account.
The Respondent made the ultimate decision
regarding all investments in H.B.’s LIRA Account.

On March 4, 2015, when contacted by H.B. about
withdrawing $20,000 from the TFSA Account, the
Respondent stated that he pressed a wrong
button and that all the money just disappeared. In
fact, the LIRA Account did not have sufficient
funds to satisfy the proposed withdrawal due to
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the Respondent's trading activities. H.B.
subsequently learned that the Respondent had left
Canfin and was sanctioned by the MFDA.

19. The Respondent’'s conduct during the Material
Time led to a total loss of $56,009.26 in H.B.’s
LIRA Account.

20. During the Material Time, the Respondent was not

registered with the Commission in any capacity.

21. To date, the Respondent has paid H.B. a total of
$5,000.00 as compensation for the losses he
incurred in H.B.’s LIRA Account.

C. BREACHES OF ONTARIO SECURITIES LAW
AND CONDUCT CONTRARY TO THE PUBLIC
INTEREST

Enforcement Staff allege the following breaches of Ontario
securities law and/or conduct contrary to the public interest:

1. the Respondent engaged in, or held himself out as
engaging in, the business of trading in securities
without being registered to do so, and where no
exemption to the registration requirement of
Ontario securities law was available, contrary to
subsection 25(1) of the Act; and

2. the Respondent engaged in, or held himself out as
engaging in, the business of advising with respect
to investing in, buying or selling securities without
being registered to do so, and where no
exemption to the registration requirement of
Ontario securities law was available, contrary to
subsection 25(3) of the Act.

Enforcement Staff reserve the right to make such other
allegation as Enforcement Staff may advise and the
Commission may permit.

DATED at Toronto, March 29, 2018.

Alvin Qian

Litigation Counsel

Enforcement Branch

Tel: (416) 263-3784

Lawyer for Staff of the Ontario Securities Commission

222 USI Tech Limited et al. — s. 127(8)
FILE NO.: 2018-8

IN THE MATTER OF
USI TECH LIMITED,
ELEANOR PARKER AND
CASEY COMBDEN

Timothy Moseley, Vice-Chair and Chair of the Panel
April 5, 2018

ORDER
(Subsection 127(8) of
Securities Act, RSO 1990 ¢ S.5)

WHEREAS on Aprii 5, 2018, the Ontario
Securities Commission held a hearing at the offices of the
Commission, located at 20 Queen Street West, 17th Floor,
Toronto, Ontario, to consider a motion by Staff of the
Commission to extend a temporary order dated February
26, 2018 (the Temporary Order);

ON READING the materials filed by Staff, and on
hearing the submissions of the representatives for Staff
and the respondents,

IT IS ORDERED THAT:
1. Pursuant to subsection 127(8) of Securities Act,

RSO 1990 c S.5 (the Act), paragraphs 1 and 2 of
the Temporary Order are extended until July 19,

2018;

2. Any motion by Staff to extend the Temporary
Order further shall be heard at 10:00am on July
18, 2018; and

3. Staff shall file and serve an amended application,

correcting the spelling of Mr. Combden’s name
from “COMDBEN” to COMBDEN”, on or before
April 10, 2018.

“Timothy Moseley”

April 12, 2018
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Dominion Citrus Limited — s. 1(6) of the OBCA

Headnote

Applicant deemed to have ceased to be offering its securities to the public under the Business Corporations Act (Ontario).

Applicable Legislative Provisions

Business Corporations Act, R.S.0. 1990, c. B.16, as am., s. 1(6).

IN THE MATTER OF
THE BUSINESS CORPORATIONS ACT,
R.S.0. 1990, c. B.16, AS AMENDED
(the OBCA)

AND
IN THE MATTER OF
DOMINION CITRUS LIMITED
(the Applicant)

ORDER
(Subsection 1(6) of the OBCA)

UPON the application of the Applicant to the Ontario Securities Commission (the Commission) for an order pursuant to
subsection 1(6) of the OBCA to be deemed to have ceased to be offering its securities to the public;

AND UPON the Applicant having represented to the Commission that:

1.

10.

The Applicant is an “offering corporation” as defined in subsection 1(1) of the OBCA, and has an authorized capital
consisting of an unlimited number of common shares (the Common Shares), and an unlimited number of preference
shares issuable in series (the Preference Shares), of which 20,475,845 Common Shares and no Preference Shares
are issued and outstanding as of the date hereof.

On January 1, 2006, Dominion Citrus Limited (Old Dominion), a predecessor by amalgamation of the Applicant,
issued to Dominion Citrus Income Fund interest-bearing participating notes (the Participating Notes) in the principal
amount of $19,258,000 pursuant to an indenture dated December 31, 2005 with Computershare Trust Company of
Canada, such indenture being amended on December 15, 2009 to reduce the interest rate and provide security over
assets.

The Applicant’s head office is located at 165 The Queensway, Suite 302, Toronto, Ontario, M8Y 1HS.

The Common Shares were listed for trading on the Toronto Stock Exchange (TSX) from March 7, 2001 to January 1,
2006, at which time all of the Common Shares were acquired by Dominion Citrus Income Fund.

The Preference Shares were listed for trading on the TSX from March 12, 2003 to February 18, 2016, at which time the
Preference Shares were de-listed for failure to meet minimum listing requirements.

The Participating Notes have never been listed for trading on any stock exchange or stock quotation platform.

On July 29, 2016, Dominion Holding Corporation, the parent company of the Applicant, acquired all of the Participating
Notes and all of the Common Shares from Dominion Citrus Income Fund.

On November 28, 2017, a special meeting of the shareholders of Old Dominion was held, at which a special resolution
was passed approving (i) the acquisition by Dominion Subco Inc. (Subco) of all of the 1,021,150 issued and
outstanding Series A Preference Shares in the capital of Old Dominion and (ii) the amalgamation of Old Dominion and
Subco to continue as the Applicant (collectively, the Arrangement).

The Arrangement was approved by a final court order of the Ontario Superior Court of Justice (Commercial List) on
November 30, 2017.

The Arrangement was completed effective as of December 31, 2017 upon filing of Articles of Arrangement certified by
the Ministry of Government Services on December 31, 2017.
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1.

12.

13.

14.

15.

As a result of the Arrangement, all of the issued and outstanding Preference Shares were cancelled.

The Applicant has no outstanding securities including debt securities, other than the Common Shares and the
Participating Notes.

As of the date of this decision, all of the outstanding Common Shares and all of the outstanding Participating Notes are
owned by Dominion Holding Corporation.

The Applicant has no intention to seek public financing by way of an offering of securities.

On February 13, 2018, the Applicant was granted an order pursuant to subclause 1(10)(a)(ii) of the Securities Act
(Ontario) that it is not a reporting issuer in Ontario and is not a reporting issuer or the equivalent in any other jurisdiction
of Canada in accordance with the simplified procedure set out in National Policy 11-206 Process for Cease to be a
Reporting Issuer Applications.

AND UPON the Commission being satisfied that to grant this order would not be prejudicial to the public interest;

IT IS ORDERED by the Commission pursuant to subsection 1(6) of the OBCA, that the Applicant is deemed to have ceased to
be offering its securities to the public.

DATED at Toronto, Ontario on this 9th day of March, 2018.

“Janet Leiper”
Commissioner
Ontario Securities Commission

“Frances Kordyback”
Commissioner
Ontario Securities Commission
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2.24 Chicago Mercantile Exchange Inc. et al. — s. 144 of the OSA and ss. 38 and 78 of the CFA
Headnote

Section 144 of the Securities Act (Ontario) (OSA) and sections 38 and 78 of the Commodity Futures Act (Ontario) (CFA) —
variation of an order exempting Chicago Mercantile Exchange Inc., Board of Trade of the City of Chicago, Inc., Commodity
Exchange, Inc., and New York Mercantile Exchange, Inc. (CMEG Exchanges) from the requirement to be recognized as an
exchange under section 21 of the OSA, to be registered as a commodity futures exchange under section 15 of the CFA, -
exemption from the registration requirement under section 22 of the CFA with respect to trades in contracts traded on a CMEG
Exchange (CMEG Contracts) by Hedgers (as defined in the CFA) — exemption from the registration requirement under section
22 of the CFA with respect to trades in CMEG Contracts by banks listed in Schedule | to the Bank Act (Canada) entering orders
as principal and only for their own accounts.

Applicable Legislative Provisions

Securities Act, R.S.0. 1990, c. S.5, as am., ss. 21, 144.
Commodity Futures Act, R.S.0. 1990, c. C.20, as am., ss. 15, 22, 38, 78.

IN THE MATTER OF
THE SECURITIES ACT,
R.S.0. 1990, CHAPTER S.5, AS AMENDED
(THE OSA)

AND

IN THE MATTER OF
THE COMMODITY FUTURES ACT,
R.S.0. 1990, CHAPTER C.20, AS AMENDED
(THE CFA)

AND

IN THE MATTER OF
CHICAGO MERCANTILE EXCHANGE INC.,
BOARD OF TRADE OF THE CITY OF CHICAGO, INC.,
COMMODITY EXCHANGE, INC., AND
NEW YORK MERCANTILE EXCHANGE, INC.

ORDER
(Section 144 of the OSA and sections 38 and 78 of the CFA)

WHEREAS the Ontario Securities Commission (Commission) issued an order (Exemption Order) dated October 22,
2013 exempting Chicago Mercantile Exchange Inc. (CME), Board of Trade of the City of Chicago, Inc. (CBOT), Commodity
Exchange, Inc. (COMEX) and New York Mercantile Exchange, Inc. (NYMEX) (together, the CMEG Exchanges, and each
individually, a CMEG Exchange) from the requirement to be recognized as an exchange under subsection 21(1) of the OSA
and the requirement to be registered as a commaodity futures exchange under subsection 15(1) of the CFA (Exchange Relief);

AND WHEREAS the Exemption Order also exempts trades in CMEG Contracts (as defined below) by a “hedger” as
defined in subsection 1(1) of the CFA (Hedger) from the registration requirement under section 22 of the CFA (Hedger Relief);

AND WHEREAS the CMEG Exchanges have applied for an order pursuant to section 38 of the CFA exempting trades
in CMEG Contracts by a bank listed in Schedule | to the Bank Act (Canada) (Bank) entering orders as principal and only for its
own account from the registration requirement under section 22 of the CFA (Bank Relief);

AND WHEREAS the CMEG Exchanges have applied for an order pursuant to section 38 of the CFA exempting trades
in CMEG Contracts by an Ontario User (as defined in the Exemption Order) that is not a dealer, a Hedger or a Bank, but has
obtained an exemption from the requirement to be registered under the CFA from the registration requirement under section 22
of the CFA (Participant Relief and, together with the Hedger Relief and the Bank Relief, Registration Relief);

AND WHEREAS the CMEG Exchanges have also filed an application under section 144 of the OSA and under section
78 of the CFA requesting that the Commission issue an order varying the Exemption Order to grant the Bank Relief and the
Participant Relief;

April 12, 2018 (2018), 41 OSCB 2995



Decisions, Orders and Rulings

AND WHEREAS, based on the application and the representations made to the Commission by the CMEG
Exchanges, the Commission has determined that it is not prejudicial to the public interest to vary the Exemption Order and to
grant the Bank Relief;

IT IS ORDERED, pursuant to section 144 of the Act and Sections 38 and 78 of the CFA, that the Exemption Order is
varied and restated as follows:

IN THE MATTER OF
THE SECURITIES ACT,
R.S.0. 1990, CHAPTER S.5, AS AMENDED
(THE OSA)

AND

IN THE MATTER OF
THE COMMODITY FUTURES ACT,
R.S.0. 1990, CHAPTER C.20, AS AMENDED
(THE CFA)

AND

IN THE MATTER OF
CHICAGO MERCANTILE EXCHANGE INC.,
BOARD OF TRADE OF THE CITY OF CHICAGO, INC.,
COMMODITY EXCHANGE, INC. AND
NEW YORK MERCANTILE EXCHANGE, INC.

ORDER
(Section 147 of the OSA and sections 38 and 80 of the CFA)

WHEREAS the Ontario Securities Commission (Commission) issued an order (Exemption Order) dated October 22,
2013 exempting Chicago Mercantile Exchange Inc. (CME), Board of Trade of the City of Chicago, Inc. (CBOT), Commodity
Exchange, Inc. (COMEX) and New York Mercantile Exchange, Inc. (NYMEX) (together, the CMEG Exchanges, and each
individually, a CMEG Exchange) from the requirement to be recognized as an exchange under subsection 21(1) of the OSA
and the requirement to be registered as a commodity futures exchange under subsection 15(1) of the CFA (Exchange Relief);

AND WHEREAS the Exemption Order also exempts trades in CMEG Contracts (as defined below) by a “hedger” as
defined in subsection 1(1) of the CFA (Hedger) from the registration requirement under section 22 of the CFA (Hedger Relief);

AND WHEREAS the CMEG Exchanges have applied for an order pursuant to section 38 of the CFA exempting trades
in CMEG Contracts by a bank listed in Schedule | to the Bank Act (Canada) (Bank) entering orders as principal and only for its
own account from the registration requirement under section 22 of the CFA (Bank Relief);

AND WHEREAS the CMEG Exchanges have applied for an order pursuant to section 38 of the CFA exempting trades
in CMEG Contracts by an Ontario User (as defined in the Exemption Order) that is not a dealer, a Hedger or a Bank, but has
obtained an exemption from the requirement to be registered under the CFA from the registration requirement under section 22
of the CFA (Participant Relief and, together with the Hedger Relief and the Bank Relief, Registration Relief);

AND WHEREAS the CMEG Exchanges have also filed an application under section 144 of the OSA and under section
78 of the CFA requesting that the Commission issue an order varying the Exemption Order to grant the Bank Relief and the
Participant Relief;

AND WHEREAS OSC Rule 91-503 Trades in Commodity Futures Contracts and Commodity Futures Options Entered
into on Commodity Futures Exchanges Situate Outside of Ontario (Rule 91-503) exempts trades of commodity futures contracts
or commodity futures options made on commodity futures exchanges not registered with or recognized by the Commission
under the CFA from sections 25 and 53 of the OSA;

AND WHEREAS the deemed rule titled In the Matter of Trading in Commodity Futures Contracts and Commodity
Futures Options Entered into on Commodity Futures Exchanges in the United States of America provides that section 33 of the
CFA does not apply to trades entered into a commodity futures exchanges designated by the United States (U.S.) Commodity
Futures Trading Commission (CFTC) under the U.S. Commodity Exchange Act (CEA);
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AND WHEREAS the CMEG Exchanges have not requested as part of the Application that the Exchange Relief apply

to the operation of any trading system or platform that is a “swap execution facility” as defined in section 1a of the CEA, or to the
provision of access to any such trading system or platform to prospective participants in Ontario;

1.1

1.2

1.3

1.4

1.5

1.6

1.7

1.8

1.9

AND WHEREAS the CMEG Exchanges have represented to the Commission that:

Each of CME, CBOT and NYMEX is a corporation organized under the laws of the State of Delaware in the U.S. and is
a wholly-owned subsidiary of CME Group Inc. (CMEG), a publicly traded for-profit corporation organized under the laws
of Delaware and listed for trading on the NASDAQ National Market. COMEX is a corporation organized under the laws
of the State of New York in the U.S. and is a wholly-owned subsidiary of CMEG. CMEG is the ultimate parent company
of each of the CMEG Exchanges;

The CMEG Exchanges receive a majority of their revenue from clearing and transaction fees, which include electronic
trading fees, surcharges for privately-negotiated transactions and other volume-related charges for contracts executed
through the CMEG Exchanges’ trading venues;

CMEG, as the holding company for each of the CMEG Exchanges, has no operations of its own, does not have
employees, relies upon the dividends declared and paid by its subsidiaries and has limited contractual arrangements.
CME is the primary employer within the CMEG organization, with approximately 1,900 employees out of approximately
2,800 employees;

Each of CME, CBOT, COMEX and NYMEX is a designated contract market (DCM) within the meaning of that term
under the CEA. The CMEG Exchanges are subject to regulatory supervision by the CFTC, a U.S. federal regulatory
agency. The CMEG Exchanges are subject to the CEA and regulation by the CFTC, including applicable recordkeeping
and production requirements. The CMEG Exchanges provide the CFTC with access to records falling under such
recordkeeping or production requirements unless otherwise prohibited by applicable law, regulation or order or where
such records are subject to solicitor-client privilege. The CFTC reviews, assesses and enforces the CMEG Exchanges’
adherence to the CEA and the regulations thereunder on an ongoing basis, including the DCM core principles (DCM
Core Principles) relating to the operation and oversight of the CMEG Exchanges’ markets, including financial
resources, systems and controls, maintenance of an orderly market, execution and settlement of transactions, rule-
making and investor protection;

CME is also regulated as a derivatives clearing organization (DCO) by the CFTC, which results in CME being subject to
extensive regulation by the CFTC under its principles-based approach and requires CME to satisfy the requirements of
the DCO core principles relating to CME’s activities as a DCO. The CFTC has further designated CME’s clearing house
as a Systemically Important Derivatives Clearing Organization (SIDCO), subjecting it to heightened regulation;

The CFTC’s Division of Market Oversight conducts regular in-depth reviews of each DCM’s ongoing compliance with
the CEA and CFTC regulations addressing enforcement of rules, prevention of market manipulation and customer and
market abuses, and the recording and safe storage of trade information. The results of these rule enforcement reviews
(RERSs) are in most cases summarized in reports by the CFTC which are made available to the public and posted on
the CFTC’s website. The most recent RER for CME, CBOT, NYMEX and COMEX was completed in November of
2017;

The CMEG Exchanges together form the largest commodity futures exchanges in the world and provide customers
with trading and execution services for a diverse range of exchange-traded futures and options on futures (exchange-
traded products). The exchange-traded products relate to underlyings in various asset classes, including short-term
interest rates (Eurodollar, Euribor, U.S. Treasury Bills), government bonds (U.S. Treasury Bonds and Notes), medium
and long-term swap rates (U.S. Dollar), equity indices (U.S.-related S&P, NASDAQ and DJIA indices and Nikkei
indices), commodity index swaps (gold, crude oil, UBS commaodity index) and a broad range of commodities (e.g., gold,
silver, platinum, palladium, copper, steel and uranium, cocoa, coffee, corn, sugar, wheat, oats, soybeans, live cattle
and butter). In addition, the CMEG Exchanges offer trading in freight futures, forwards and options, iron futures, options
and swap futures, fertilizer swaps and electricity swap futures (collectively with all other exchange-traded products
offered for trading on the CMEG Exchanges, the CMEG Contracts);

The CMEG Exchanges have a wide range of sophisticated customers comprised of both buy- and sell-side investors,
including commercial and investment banks, corporations, pension funds, money managers, proprietary trading firms,
hedge funds, commodity trading advisers, currency overlay managers, other institutional customers and individuals;

The CMEG Exchanges do not have any offices or maintain other physical installations in Ontario or any other Canadian
province or territory, except for a CMEG marketing office in Calgary, Alberta whose activities are limited to marketing
and development of energy products;
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1.10

1.13

CME Globex is an electronic trading platform and also functions as the electronic central limit order book for each of
the CMEG Exchanges. It is maintained and operated by CME on behalf of each of the CMEG Exchanges in connection
with their respective DCM registrations;

As an electronic trading platform, CME Globex facilitates trading for users in the U.S. and foreign jurisdictions of
exchange-traded products that are traded and executed on the CMEG Exchanges. CME Globex also provides order
routing and hosting arrangements on other exchanges, including Bursa Malaysia, MexDer,the Dubai Mercantile
Exchange and the Minneapolis Grain Exchange;

The CMEG Exchanges offer access in Ontario to their trading systems and facilities, via CME Globex, to prospective
participants in Ontario (Ontario Participants). To obtain direct access to the trading systems and facilities of the
CMEG Exchanges, via CME Globex, an Ontario Participant must either be:

(a) a “Member Firm”, as defined in the rules of the CMEG Exchanges, that is also a “Clearing Member”, as
defined in the rules of the CMEG Exchanges (CMEG Exchange Clearing Member);

(b) a “Member” or “Member Firm”, as defined in the rules of the CMEG Exchanges (collectively, CMEG
Exchange Members), that has executed a customer connection agreement with CME through which the
CMEG Exchange Member can transmit orders and trades directly into CME Globex with the guarantee of a
CMEG Exchange Clearing Member; or

(c) a non-CMEG Exchange Member that has executed a customer connection agreement with CME through
which the non-CMEG Exchange Member:

(i) can transmit orders and trades directly into CME Globex with the guarantee of a CMEG Exchange
Clearing Member, and

(ii) is required, among other things, to comply with the rules of the CMEG Exchanges to which access is
granted, when entering and executing transactions via CME Globex, and to comply with all
applicable laws pertaining to the use of CME Globex (all such non-CMEG Exchange Members herein
referred to as Direct Access Users);

Indirect access by Ontario Participants to the trading systems and facilities of the CMEG Exchanges, via CME Globex,
may be facilitated via an order-routing arrangement between the Ontario Participant and a CMEG Exchange Clearing
Member whereby orders of the Ontario Participant, as client of the CMEG Exchange Clearing Member, are routed
through the CMEG Exchange Clearing Member onto a CMEG Exchange (Order-Routing Client);

The CMEG Exchanges expect that an Ontario Participant seeking direct access in accordance with above paragraph
1.12 (Ontario User) will be certain Canadian financial institutions (within the meaning of such term in subsection 1.1(3)
of National Instrument 14-101 Definitions) and certain other market participants that have a head office or principal
place of business in Ontario, such as (i) dealers that are engaged in the business of trading commodity futures in
Ontario; (i) utilities and other commercial enterprises that are exposed to risks attendant upon fluctuations in the price
of a commodity; and (iii) institutional investors and proprietary trading firms. In each case, the CMEG Exchanges
expect that Ontario Users will be (i) dealers and other entities that are engaged in the business of trading commaodity
futures and commodity options in Ontario, (ii) Hedgers, or (iii) Banks;

The CMEG Contracts fall within the definitions of “commodity futures contract” or “commaodity futures option” as defined
in section 1 of the CFA (collectively, Commodity Futures). As a result, each of the CMEG Exchanges is considered a
“commodity futures exchange” as defined in section 1 of the CFA. Therefore the CMEG Exchanges are prohibited from
carrying on business in Ontario unless they are registered or exempt from registration as a commodity futures
exchange under subsection 15(1) of the CFA;

As the CMEG Exchanges intend to provide Ontario Participants with access in Ontario to their trading systems and
facilities to trade the CMEG Contracts via CME Globex, the CMEG Exchanges are considered to be “carrying on
business as commodity futures exchanges in Ontario”;

None of the CMEG Exchanges is registered with or recognized by the Commission as a commodity futures exchange
under the CFA and no CMEG Contracts have been accepted by the Director (as defined in the OSA) under the CFA.
As a result, CMEG Contracts are also considered “securities” under paragraph (p) of the definition of “security” in
section 1 of the OSA and each of the CMEG Exchanges is considered to be an “exchange” under the OSA. Therefore,
the CMEG Exchanges are prohibited from carrying on business in Ontario unless they are recognized or exempt from
recognition under subsection 21(1) of the OSA;
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1.18

1.20

1.21

1.22

1.23

1.24

Further, while the CMEG Contracts are also considered “securities” under paragraph (p) of the definition of “security” in
section 1 of the OSA for the reasons outlined in the preceding paragraph, the CMEG Contracts would not be
considered “securities” under any other paragraph contained in that definition, nor would any CMEG Contract be
considered a “derivative” as defined in section 1 of the OSA;

Similar to paragraph 1.16 above, since the CMEG Exchanges seek to provide Ontario Participants with access in
Ontario to trade the CMEG Contracts via CME Globex, they are considered to be “carrying on business as exchanges
in Ontario”;

Additionally, the exemption from registration in subsection 32(a) of the CFA applies for trades “by a hedger through a
dealer”. This exemption will be available for trades in CMEG Contracts by Ontario-resident Hedgers that are Order-
Routing Clients of CMEG Exchange Clearing Members that are dealers. However, this exemption will not be available
for trades in CMEG Contracts by Ontario-resident Hedgers that become Ontario Users, since they will have direct
access to a CMEG Exchange but will not be considered to be executing “through a dealer”. For this reason, the CMEG
Exchanges are seeking Commission approval for the Hedger Relief;

Section 35.1 of the OSA provides that financial institutions are exempt from the requirement to be registered under the
OSA to act as dealers provided that the conditions of the exemption are met. However, there is no corresponding
exemption from registration for trades by financial institutions in the CFA. For this reason, the CMEG Exchanges are
seeking Commission approval for the Bank Relief.

The CMEG Exchanges ensure that all applicants for membership must satisfy certain criteria before their applications
are considered for membership, including, among other things: age of majority, good moral character, good reputation,
business integrity and adequate financial resources to assume the responsibilities and privileges of membership;

All CMEG Exchange Clearing Members that guarantee a CMEG Exchange Member or Direct Access User in
connection with the provision of direct access under above paragraph 1.12 or that provide order routing access to an
Order-Routing Client under above paragraph 1.13 will be registered futures commission merchants with the CFTC.
Such CMEG Exchange Clearing Members are subject to the compliance requirements of the CEA, the CFTC and the
National Futures Association as they relate to customer accounts, including various know-your-client, suitability, risk
disclosure, anti-money laundering and anti-fraud requirements. These requirements, in conjunction with the margin
requirements of the CMEG Exchanges applicable to CMEG Exchange Clearing Members, and subsequently to their
clients whose trades they guarantee, ensure that Ontario Participants seeking to become Direct Access Users or
Order-Routing Clients that are not also CMEG Exchange Members are subjected to appropriate due diligence
procedures and fitness criteria. In addition, Direct Access Users are responsible for, among other things, compliance
with the rules of the CMEG Exchanges to which access is granted, as those rules relate to the entering and executing
of transactions via CME Globex, and to comply with all applicable laws pertaining to the use of CME Globex;

Based on the facts set out in the Application, each of the CMEG Exchanges satisfies the criteria for exemption set out
in Appendix 1 of Schedule “A” to this order;

AND WHEREAS the CMEG Exchanges have acknowledged to the Commission that the scope of the Exchange Relief

or Registration Relief and the terms and conditions imposed by the Commission set out in Schedule “A” to this order may
change as a result of the Commission’s monitoring of developments in international and domestic capital markets or the CMEG
Exchange’s activities, or as a result of any changes to the laws in Ontario affecting trading in derivatives, Commodity Futures or
securities;

AND WHEREAS based on the Application, together with the representations made by and acknowledgements of the

CMEG Exchanges to the Commission, the Commission has determined that:

(a) the CMEG Exchanges satisfy the criteria for exemption set out in Appendix 1 of Schedule “A”;
(b) the granting of the Exchange Relief would not be prejudicial to the public interest; and
(c) the granting of the Registration Relief would not be prejudicial to the public interest;

AND WHEREAS the Exchange Relief granted by the Commission will not apply to the operation of any trading system

or platform that is a “swap execution facility” as defined in section 1a of the CEA, or to the provision of access to any such
trading system or platform to prospective participants in Ontario;
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IT IS HEREBY ORDERED by the Commission that:

(a)

(b)

(c)

(d)

(e)

pursuant to section 147 of the OSA, each of the CMEG Exchanges continues to be exempt from recognition
as an exchange under subsection 21(1) of the OSA,

pursuant to section 80 of the CFA, each of the CMEG Exchanges continues to be exempt from registration as
a commodity futures exchange under subsection 15(1) of the CFA, and

pursuant to section 38 of the CFA, trades in CMEG Contracts by Hedgers who are Ontario Users continue to
be exempt from the registration requirement under section 22 of the CFA;

pursuant to section 38 of the CFA, trades in CMEG Contracts by Banks who are Ontario Users entering
orders as principal and only for their own accounts are exempt from the registration requirement under section
22 of the CFA; and

pursuant to section 38 of the CFA, trades in CMEG Contracts by Ontario Users (as defined in the Exemption
Order) who are not dealers, Hedgers or Banks, but have obtained an exemption from the requirement to be
registered under the CFA are exempt from the registration requirement under section 22 of the CFA.

PROVIDED THAT

The CMEG Exchanges comply with the terms and conditions attached hereto as Schedule “A”.

Each of the Bank Relief and the Participant Relief shall expire on the earliest of:

(i) the expiry of any transition period as may be provided by law, after the effective date of the repeal of
the CFA;
(i) six months, or such other transition period as may be provided by law, after the coming into force of

any amendment to Ontario commodity futures law or Ontario securities law (as defined in the OSA)
that affects the dealer registration requirements in the CFA; and

(iii) five years after the date of this order.

DATED October 22, 2013 as varied and restated on April 6, 2018.

"Deborah Leckman”

“Mark J. Sandler”

April 12, 2018
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SCHEDULE “A”

TERMS AND CONDITIONS

Meeting Criteria for Exemption

1.

Each CMEG Exchange will continue to meet the criteria for exemption included in Appendix 1 to this schedule.

Regulation and Oversight of the CMEG Exchanges

2.

Access

5.

Each CMEG Exchange will maintain its registration as a DCM with the CFTC and will continue to be subject to the
regulatory oversight of the CFTC.

Each CMEG Exchange will continue to comply with the ongoing requirements applicable to it as a DCM registered with
the CFTC.

Each CMEG Exchange must do everything within its control, which would include cooperating with the Commission as
needed, to carry out its activities as an exchange exempted from recognition under subsection 21(1) of the OSA, as a
commodity futures exchange exempted from registration under subsection 15(1) of the CFA, and in compliance with
Ontario securities law and Ontario commodity futures law.

A CMEG Exchange will not provide direct access to an Ontario User unless the Ontario User is appropriately registered
to trade in CMEG Contracts, has obtained an exemption from registration, is a Hedger, or is a Bank; in making this
determination, a CMEG Exchange may reasonably rely on a written representation from the Ontario User that specifies
either that it is appropriately registered to trade in CMEG Contracts, has obtained an exemption from registration, is a
Hedger, or is a Bank, and the CMEG Exchange will notify such Ontario User that this representation is deemed to be
repeated each time it enters an order for a CMEG Contract.

Each Ontario User that intends to rely on the Hedger Relief will be required to, as part of its application documentation
or continued access to trading in CMEG Contracts:

(a) represent that it is a Hedger;
(b) acknowledge that the CMEG Exchanges deem the Hedger representation to be repeated by the Ontario User

each time it enters an order for a CMEG Contract and that the Ontario User must be a Hedger for the
purposes of each trade resulting from such an order;

(c) agree to notify the CMEG Exchanges if it ceases to be a Hedger;

(d) represent that it will only enter orders for its own account;

(e) acknowledge that it is a market participant under the CFA and is subject to applicable requirements; and

(f) acknowledge that its ability to continue to rely on the Hedger Relief in accessing trading on the CMEG

Exchanges will be dependent on the Commission continuing to grant the relief and may be affected by
changes to the terms and conditions imposed in connection with the Hedger Relief or by changes to Ontario
securities laws or Ontario commodity futures laws pertaining to derivatives, Commodity Futures or securities.

Each Ontario User that intends to rely on the Bank Relief will be required to, as part of its application documentation or
continued access to trading in CMEG Contracts:

(a) represent that it will only enters as principal and for its own account only;
(b) represent that it is a Bank;
(c) acknowledge that the Bank Relief may be affected by changes to the terms and conditions imposed in

connection with the Bank Relief or by changes to Ontario securities laws or Ontario commodity laws pertaining
to derivatives, Commodity Futures or securities; and

(d) represent that it is not engaging in activities prohibited by its governing legislation.

April 12,

2018 (2018), 41 OSCB 3001



Decisions, Orders and Rulings

10.

Each CMEG Exchange will require Ontario Users to notify the CMEG Exchange if their registration or exemption from
registration has been revoked, suspended or amended by the Commission or if they have ceased to be eligible for the
Registration Relief and, following notice from the Ontario User or the Commission and subject to applicable laws, the
CMEG Exchange will promptly restrict the Ontario User's access to the CMEG Exchange if the Ontario User is no
longer appropriately registered with the Commission, or is no longer eligible for the Registration Relief.

Each CMEG Exchange must provide guidance to all CMEG Exchange Clearing Members that provide access to
trading for Order-Routing Clients that are Ontario Participants that indicates that the CMEG Exchange Clearing
Member is permitted to grant such access provided that (i) the Order-Routing Client is a registered futures commission
merchant (FCM) under the CFA; (ii) the CMEG Exchange Clearing Member is a registered FCM under the CFA or (iii)
the CMEG Exchange Clearing Member is regulated as a “dealer” (as that term is defined in subsection 1(1) of the CFA)
in its home jurisdiction and the Order-Routing Client is a Hedger or is able to rely on another exemption from
registration under the CFA.

Each CMEG Exchange must make available to Ontario Users appropriate training for each person who has access to
trade in CMEG Contracts on CME Globex.

Trading by Ontario Users

11.

12.

A CMEG Exchange will not provide access to an Ontario User to trading in the exchange-traded products of an
exchange other than those of the CMEG Exchange, unless such other exchange has sought and received appropriate
regulatory standing in Ontario.

A CMEG Exchange will not provide access to an Ontario User to trading in CMEG Contracts other than those that meet
the definition of “commaodity futures contract” or “commaodity futures option” as defined in subsection 1(1) of the CFA,
and which also fall under paragraph (p) of the definition of “security” in subsection 1(1) of the OSA, without prior
Commission approval.

Submission to Jurisdiction and Agent for Service

13.

14.

With respect to a proceeding brought by the Commission arising out of, related to, concerning or in any other manner
connected with the Commission’s regulation and oversight of the activities of a CMEG Exchange in Ontario, the CMEG
Exchange will submit to the non-exclusive jurisdiction of (i) the courts and administrative tribunals of Ontario and (ii) an
administrative proceeding in Ontario.

Each CMEG Exchange will file with the Commission a valid and binding appointment of an agent for service in Ontario
upon whom the Commission may serve a notice, pleading, subpoena, summons or other process in any action,
investigation or administrative, criminal, quasi-criminal, penal or other proceeding arising out of or relating to or
concerning the Commission’s regulation and oversight of a CMEG Exchange’s activities in Ontario.

Disclosure

15.

Each CMEG Exchange will provide to its Ontario Users, and also require Ontario Users that are registered FCMs under
the CFA to distribute to Ontario clients, prior to the first trade by each client that is executed through the facilities of the
CMEG Exchange, disclosure that states that:

(a) rights and remedies against the CMEG Exchange may only be governed by the laws of the U.S., rather than
the laws of Ontario and may be required to be pursued in the U.S. rather than in Ontario; and

(b) the rules applicable to trading on the CMEG Exchange may be governed by the laws of the U.S., rather than
the laws of Ontario.

Filings with the CFTC

16.

17.

Each CMEG Exchange will promptly provide staff of the Commission copies of all material rules of the CMEG
Exchange, and material amendments to those rules, that it files with the CFTC under the regulations pertaining to self-
certification and/or approval.

Each CMEG Exchange will promptly provide staff of the Commission copies of all material contract specifications and
material amended contract specifications that it files with the CFTC under the regulations pertaining to self-certification
and/or approval.
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18. A CMEG Exchange will promptly provide staff of the Commission the following information to the extent it is required to
file such information with the CFTC:

(a)
(b)
(c)
(d)

(e)

the annual Board of Directors’ report regarding the activities of the board and its committees;

the annual financial statements of the CMEG Exchange;

details of any material legal proceeding instituted against the CMEG Exchange;

notification that the CMEG Exchange has instituted a petition for a judgment of bankruptcy or insolvency or
similar relief, or to wind up or liquidate the CMEG Exchange or has a proceeding for any such petition

instituted against it; and

the appointment of a receiver or the making of any voluntary arrangement with creditors.

Prompt Notice or Filing

19. Each CMEG Exchange will promptly notify staff of the Commission of any of the following:

(@)

(b)

()

(d)

(e)

()

(9

any material change to its business or operations or the information provided in the Application, including, but
not limited to:

(i) changes to the regulatory oversight by the CFTC;

(ii) the corporate governance structure of that CMEG Exchange;

(iii) the access model, including eligibility criteria, for Ontario Participants;
(iv) systems and technology; and

(v) the clearing and settlement arrangements for that CMEG Exchange;

any change in that CMEG Exchange’s regulations or the laws, rules and regulations in the U.S. relevant to
futures and options where such change may materially affect its ability to meet the criteria set out in Appendix
1 to this schedule;

any condition or change in circumstances whereby that CMEG Exchange is unable or anticipates it will not be
able to continue to meet the DCM Core Principles or any applicable requirements of the CEA or CFTC
regulations;

any revocation or suspension of, or amendment to, the CMEG Exchange’s registration as a DCM by the
CFTC, or if the basis on which the CMEG Exchange’s registration as a DCM was granted has significantly
changed;

any known investigations of, or disciplinary action against, that CMEG Exchange by the CFTC or any other
regulatory authority to which it is subject;

any matter known to that CMEG Exchange that may affect its financial or operational viability, including, but
not limited to, any significant system failure or interruption, including any cybersecurity breach; and

any default, insolvency, or bankruptcy of any CME Exchange Member known to that CMEG Exchange or its
representatives that may have a material, adverse impact upon the CMEG Exchange, the CME clearing
system or any Ontario Participant.

20. Each CMEG Exchange will promptly file with staff of the Commission copies of any Rule Enforcement Review report
regarding the CMEG Exchange once issued as final by the CFTC.

Quarterly Reporting

21. The CMEG Exchanges will maintain the following updated information and submit such information in a manner and
form acceptable to the Commission on a quarterly basis (within 30 days of the end of each calendar quarter), and at
any time promptly upon the request of staff of the Commission:
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(a)

(b)

(d)

(e)

()

(9

(h)

a current list of all Ontario Users, specifically identifying for each Ontario User:

(i) its status as CMEG Exchange Clearing Member, CMEG Exchange Member or Direct Access User
for each CMEG Exchange, and

(ii) the basis upon which it represented to a CMEG Exchange that it could be provided with direct access
(i.e., that it is appropriately registered to trade in CMEG Contracts, has obtained an exemption from
registration, is a Hedger, or is a Bank);

a list of all Ontario Users against whom disciplinary action has been taken in the last quarter by a CMEG
Exchange or, to the best of the CMEG Exchanges’ knowledge, by the CFTC with respect to such Ontario
Users’ activities on a CMEG Exchange;

a list of all referrals to the CMEG Market Regulation Enforcement group by a CMEG Exchange concerning
Ontario Users;

a list of all Ontario applicants for status as an Ontario User who were denied such status or access to a
CMEG Exchange during the quarter;

a list of all new by-laws, rules, and contract specifications, and changes to by-laws, rules and contract
specifications, not already reported under sections 15 and 16 of this schedule;

a list of all CMEG Contracts available for trading during the quarter, identifying any additions, deletions or
changes since the prior quarter;

for each CMEG Contract,

(i) the total trading volume and value originating from Ontario Users, presented on a per Ontario User
basis, and
(ii) the proportion of worldwide trading volume and value on the CMEG Exchanges conducted by

Ontario Users, presented in the aggregate for such Ontario Users; and

a list outlining each incident of a significant system outage that occurred at any time during the quarter for any
system impacting Ontario Users’ trading activity, including trading, routing or data, specifically identifying the
date, duration and reason for the outage, and noting any corrective action taken.

Annual Reporting

22. The CMEG Exchanges will arrange to have the annual report and annual audited financial statements of CMEG filed
with the Commission promptly after their issuance.

23. The CMEG Exchanges will arrange to have the annual “Service Organization Controls 1” report prepared for CMEG
filed with the Commission promptly after the report is issued as final by its independent auditor.

Information Sharing

24. The CMEG Exchanges will provide information (including additional periodic reporting) as may be requested from time
to time by, and otherwise cooperate with, the Commission or its staff, subject to any applicable privacy or other laws
(including solicitor-client privilege) governing the sharing of information and the protection of personal information.
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APPENDIX 1

CRITERIA FOR EXEMPTION

PART1 REGULATION OF THE EXCHANGE

1.1 Regulation of the Exchange

The exchange is regulated in an appropriate manner in another jurisdiction by a foreign regulator (Foreign Regulator).
1.2 Authority of the Foreign Regulator

The Foreign Regulator has the appropriate authority and procedures for oversight of the exchange. This includes regular,
periodic oversight reviews of the exchange by the Foreign Regulator.

PART 2 GOVERNANCE
21 Governance

The governance structure and governance arrangements of the exchange ensure:

(a) effective oversight of the exchange,
(b) that business and regulatory decisions are in keeping with its public interest mandate,
(c) fair, meaningful and diverse representation on the board of directors (Board) and any committees of the

Board, including:
0] appropriate representation of independent directors, and

(ii) a proper balance among the interests of the different persons or companies using the services and
facilities of the exchange,

(d) the exchange has policies and procedures to appropriately identify and manage conflicts of interest, and

(e) there are appropriate qualifications, remuneration, limitation of liability and indemnity provisions for directors,
officers and employees of the exchange.

2.2 Fitness

The exchange has policies and procedures under which it will take reasonable steps, and has taken such reasonable steps, to
ensure that each director and officer is a fit and proper person.

PART 3 REGULATION OF PRODUCTS

3.1 Review and Approval of Products

The products traded on the exchange and any changes thereto are reviewed by the Foreign Regulator, and are either approved
by the Foreign Regulator or are subject to requirements established by the Foreign Regulator that must be met before
implementation of a product or changes to a product.

3.2 Product Specifications

The terms and conditions of trading the products are in conformity with the usual commercial customs and practices for the
trading of such products.

3.3 Risks Associated with Trading Products
The exchange maintains adequate provisions to measure, manage and mitigate the risks associated with trading products on

the exchange including, but not limited to, margin requirements, intra-day margin calls, daily trading limits, price limits, position
limits, and internal controls.
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PART 4 ACCESS

4.1 Fair Access

(a) The exchange has established appropriate written standards for access to its services including requirements
to ensure
(i) participants are appropriately registered as applicable under Ontario securities laws or Ontario

commodity futures laws, or exempted from these requirements,

(ii) the competence, integrity and authority of systems users, and
(iii) systems users are adequately supervised.

(b) The access standards and the process for obtaining, limiting and denying access are fair, transparent and

applied reasonably.

(c) The exchange does not unreasonably prohibit, condition or limit access by a person or company to services
offered by it.

(d) The exchange does not
(i) permit unreasonable discrimination among participants, or
(ii) impose any burden on competition that is not reasonably necessary and appropriate.

PART 5 REGULATION OF PARTICIPANTS ON THE EXCHANGE

5.1 Regulation

The exchange has the authority, resources, capabilities, systems and processes to allow it to perform its regulation functions,
whether directly or indirectly through a regulation services provider, including setting requirements governing the conduct of its
participants, monitoring their conduct, and appropriately disciplining them for violations of exchange requirements.

PART 6 RULEMAKING

6.1 Purpose of Rules

(a) The exchange has rules, policies and other similar instruments (Rules) that are designed to appropriately
govern the operations and activities of participants.

(b) The Rules are not contrary to the public interest and are designed to
(i) ensure compliance with applicable legislation,
(i) prevent fraudulent and manipulative acts and practices,
(iii) promote just and equitable principles of trade,
(iv) foster co-operation and co-ordination with persons or companies engaged in regulating, clearing,

settling, processing information with respect to, and facilitating transactions in the products traded on
the exchange,

(v) provide a framework for disciplinary and enforcement actions, and
(vi) ensure a fair and orderly market.

PART7 DUE PROCESS

71 Due Process

For any decision made by the exchange that affects a participant, or an applicant to be a participant, including a decision in
relation to access, exemptions, or discipline, the exchange ensures that:

April 12, 2018 (2018), 41 OSCB 3006



Decisions, Orders and Rulings

(a) parties are given an opportunity to be heard or make representations, and
(b) it keeps a record of, gives reasons for, and provides for appeals or reviews of its decisions.
PART 8 CLEARING AND SETTLEMENT
8.1 Clearing Arrangements
The exchange has appropriate arrangements for the clearing and settiement of transactions through a clearing house.”
8.2 Regulation of the Clearing House
The clearing house is subject to acceptable regulation.
8.3 Authority of Regulator

A foreign regulator has the appropriate authority and procedures for oversight of the clearing house. This includes regular,
periodic regulatory examinations of the clearing house by the foreign regulator.

8.4 Access to the Clearing House
(a) The clearing house has established appropriate written standards for access to its services.
(b) The access standards for clearing members and the process for obtaining, limiting and denying access are

fair, transparent and applied reasonably.
8.5 Sophistication of Technology of Clearing House

The exchange has assured itself that the information technology used by the clearing house has been adequately reviewed and
tested and provides at least the same level of safeguards as required of the exchange.

8.6 Risk Management of Clearing House

The exchange has assured itself that the clearing house has established appropriate risk management policies and procedures,
contingency plans, default procedures and internal controls.

PART9 SYSTEMS AND TECHNOLOGY
9.1 Systems and Technology
Each of the exchange’s critical systems has appropriate internal controls to ensure completeness, accuracy, integrity and

security of information, and, in addition, has sufficient capacity and business continuity plans to enable the exchange to properly
carry on its business. Critical systems are those that support the following functions:

(a) order entry,
(b) order routing,
(c) execution,

(d) trade reporting,

(e) trade comparison,
(f) data feeds,

(9) market surveillance,
(h) trade clearing, and
(i) financial reporting.

! For the purposes of these criteria, “clearing house” also means a “clearing agency”.
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9.2 Information Technology Risk Management Procedures

The exchange has appropriate risk management procedures in place including those that handle trading errors, trading halts
and circuit breakers.

PART 10 FINANCIAL VIABILITY

10.1 Financial Viability

The exchange has sufficient financial resources for the proper performance of its functions and to meet its responsibilities.
PART 11 TRANSPARENCY

1.1 Transparency

The exchange has adequate arrangements to record and publish accurate and timely trade and order information. This
information is provided to all participants on an equitable basis.

PART 12 RECORD KEEPING

12.1 Record Keeping

The exchange has and maintains adequate systems in place for the keeping of books and records, including, but not limited to,
those concerning the operations of the exchange, audit trail information on all trades, and compliance with, and/or violations of
exchange requirements.

PART 13 OUTSOURCING

13.1 Outsourcing

Where the exchange has outsourced any of its key services or systems to a service provider, it has appropriate and formal
arrangements and processes in place that permit it to meet its obligations and that are in accordance with industry best

practices.

PART 14 FEES

141 Fees
(a) All fees imposed by the exchange are reasonable and equitably allocated and do not have the effect of
creating an unreasonable condition or limit on access by participants to the services offered by the exchange.
(b) The process for setting fees is fair and appropriate, and the fee model is transparent.

PART 15 INFORMATION SHARING AND OVERSIGHT ARRANGEMENTS
15.1 Information Sharing and Regulatory Cooperation

The exchange has mechanisms in place to enable it to share information and otherwise co-operate with the Commission, self-
regulatory organizations, other exchanges, clearing agencies, investor protection funds, and other appropriate regulatory bodies.

15.2 Oversight Arrangements

Satisfactory information sharing and oversight agreements exist between the Ontario Securities Commission and the Foreign
Regulator.

PART 16 10SCO PRINCIPLES
16.1 I0SCO Principles
To the extent it is consistent with the laws of the foreign jurisdiction, the exchange adheres to the standards of the International

Organisation of Securities Commissions (I0SCO) including those set out in the “Principles for the Regulation and Supervision of
Commodity Derivatives Markets” (2011).
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225 Investment Industry Regulatory Organization of Canada — s. 144 of the Act and s. 78(1) of the CFA
Headnote

Variation and restatement of recognition order of a self-regulatory organization to clarify and update reporting requirements.
Statutes Cited

Commodity Futures Act, R.S.0. 1990, c. C.20, as am., s. 78(1).
Securities Act, R.S.0. 1990, c. S.5, as am., s. 144.

IN THE MATTER OF
THE SECURITIES ACT,
R.S.0 1990, CHAPTER S.5, AS AMENDED
(the "Act")

AND

IN THE MATTER OF
THE COMMODITY FUTURES ACT,
R.S.0. 1990, CHAPTER C.20, AS AMENDED
(the “CFA”)

AND

IN THE MATTER OF
INVESTMENT INDUSTRY REGULATORY ORGANIZATION OF CANADA
("IIROC™)

VARIATION AND RESTATEMENT OF RECOGNITION ORDER
(Section 144 of the Act and Subsection 78(1) of the CFA)

WHEREAS the Commission issued an order dated May 16, 2008, as amended on May 28, 2010, recognizing IIROC as a self-
regulatory organization pursuant to section 21.1 of the Act and subsection 16(1) of the CFA ("Previous Order");

AND WHEREAS the Commission has determined that it is not prejudicial to the public interest to issue an order that varies and
restates the Previous Order to amend Appendix A and Schedule 2 to clarify and update [IROC’s reporting requirements;

IT IS ORDERED pursuant to section 144 of the Act and subsection 78(1) of the CFA that the Previous Order be varied and
restated as follows:

IN THE MATTER OF
THE SECURITIES ACT,
R.S.0. 1990, CHAPTER S.5, AS AMENDED
(the ACT)

AND
IN THE MATTER OF
THE COMMODITY FUTURES ACT,
R.S.0. 1990, CHAPTER C.20, AS AMENDED
(the “CFA”)
AND

IN THE MATTER OF
INVESTMENT INDUSTRY REGULATORY ORGANIZATION OF CANADA (IIROC)

RECOGNITION ORDER
(Subsection 21.1(1) of the Act and Subsection 16(1) of the CFA)

The Investment Dealers Association of Canada (the IDA) had been recognized by the Alberta Securities Commission, British
Columbia Securities Commission, Manitoba Securities Commission, Nova Scotia Securities Commission, Ontario Securities
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Commission, Saskatchewan Financial Services Commission, the Financial Services Regulation Division, Department of
Government Services, Consumer & Commercial Affairs Branch (Newfoundland and Labrador) and the Autorité des marchés
financiers (Québec), and had applied to the New Brunswick Securities Commission for recognition (together with the Securities
Office, Consumer, Corporate and Insurance Services Division, Office of the Attorney General (Prince Edward Island), (the
Recognizing Regulators) as a self-regulatory organization or self-regulatory body pursuant to applicable legislation.

Market Regulation Services Inc. (RS) had been recognized by the Autorité des marchés financiers (Québec) and the Alberta
Securities Commission, British Columbia Securities Commission, Manitoba Securities Commission and Ontario Securities
Commission as a self-regulatory organization or self-regulatory body pursuant to applicable securities legislation.

The IDA and RS agreed to combine their operations into IIROC.

IIROC will, among other things:

a. regulate investment dealers, including alternative trading systems (ATSs) and futures commission merchants
(Dealer Members);

b. if retained by an ATS pursuant to National Instrument 23-101 Trading Rules, regulate the ATS as a
Marketplace Member (defined below) and the subscribers of the ATS;

C. establish, administer and monitor its rules, policies and other similar instruments (Rules);

d. enforce compliance with its Rules by Dealer Members and others subject to its jurisdiction;

e. provide services to exchanges and quotation and trade reporting systems (QTRSs) (together with ATSs,

Marketplace Members) that choose to retain it as a regulation services provider, as that term is defined under
National Instrument 21-101 Marketplace Operation;

f. if retained by an exchange or QTRS, administer, monitor and/or enforce rules pursuant to a regulation
services agreement between IIROC and that exchange or QTRS (RSA);

g. conduct certain functions delegated to it by Recognizing Regulators, including registration functions; and

h. perform investigation and enforcement functions on behalf of the IDA and RS for as long as each of the IDA
and RS continues to be recognized by the Commission as a self-regulatory organization or a self-regulatory
body.

On April 30, 2008, the Board of IIROC adopted the rules and policies of RS and the regulatory By-laws, Regulations, Forms and
Policies of the IDA that were in force and effect at that time, subject to incidental conforming changes made to ensure
consistency, and the Hearing Committees and Hearing Panels Rule as the Rules.

On April 30, 2008, the Board of IIROC adopted the market integrity notices issued by RS and all regulatory notices, bulletins,
directives and guidance provided by the IDA that were in effect at that time.

IIROC applied to the Ontario Securities Commission (Commission) and the other Recognizing Regulators for recognition as a
self-regulatory organization pursuant to subsection 21.1(1) of the Act and subsection 16(1) of the CFA.

The Commission issued an order dated May 16, 2008 and effective on June 1, 2008, recognizing IIROC as a self-regulatory
organization pursuant to subsection 21.1(1) of the Act and subsection 16(1) of the CFA.

IIROC applied on May 14, 2010, to amend Appendix A of the order dated May 16, 2008, to: (i) extend the time for IIROC to
develop an integrated fee model and submit it for approval with the Commission and (ii) extend the time IIROC must provide
written quarterly reports on the status of the development of the fee model.

The Commission issued an order dated May 16, 2008, as amended on May 28, 2010, amending Appendix A pursuant to section
144 of the Act and subsection 16(1) of the CFA (Previous Order).

The Executive Director applied on February 6, 2018, to amend Appendix A and Schedule 2 of the Previous Order to clarify and
update IIROC’s reporting requirements.

The Commission is satisfied that continuing to recognize IIROC as a self-regulatory organization, subject to the terms and
conditions set out in Appendix A, is not prejudicial to the public interest.
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The Commission hereby continues to recognize IIROC as a self-regulatory organization pursuant to section 21.1 of the Act and
subsection 16(1) of the CFA on the terms and conditions set out in Appendix A and the applicable provisions of the
Memorandum of Understanding between the Recognizing Regulators, as amended from time to time (MOU).

Dated May 16, 2008, as amended on May 28, 2010 and March 9, 2018.

“Tim Moseley” “D. Grant Vingoe”
Commissioner Commissioner
Ontario Securities Commission Ontario Securities Commission
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APPENDIX A
TERMS AND CONDITIONS
1. Recognition Criteria

IIROC must continue to meet the criteria attached at Schedule 1.

2. Approval of Changes
a. Prior Commission approval is required for any changes to the following:
0] the corporate governance structure of IIROC, as reflected in IROC’s By-law No. 1 (By-law No. 1);
(i) letters patent of IROC, and any supplementary letters patent; and
(iii) the assignment, transfer, delegation or sub-contracting of the performance of all or a substantial part

of its regulatory functions or responsibilities as a self-regulatory organization.

b. Prior Commission approval is required for material changes to the following:
0] the fee model;
(ii) the functions IIROC performs;
(iii) IIROC'’s organizational structure;
(iv) the activities, responsibilities, and authority of the District Councils; and
(v) the Regulation Services Agreement between IIROC and any Marketplace Member.

3. Status
a. IIROC must operate on a not-for-profit basis.
b. IIROC must comply with any terms and conditions the Commission may impose in the public interest

concerning any transaction that would result in IROC:

(i) ceasing to perform its services;

(ii) discontinuing, suspending or winding-up all or a significant portion of its operations;

(iii) disposing of all or substantially all of its assets; or

(iv) terminating its agreement with an information technology service provider providing critical

technology systems.
4. Rules and Rule-Making

IIROC must comply with the process for filing and obtaining Commission approval for by-laws, Rules and any
amendments to by-laws or Rules as outlined in Appendix A of the MOU, as amended from time to time.

5. Governance
a. IIROC must:
(i) ensure that at least 50% of its board of directors (Board), other than the President of IIROC, are
independent directors as defined in By-law No. 1;
(ii) ensure that one of the directors represents an exchange or ATS that is not affiliated with a

marketplace

(A) that retains IIROC, and
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(B) has at least a 40% Market Share as defined in By-law No. 1 (Market Share); and

(iii) review the corporate governance structure, including the composition of the Board, at the request of
the Commission,

to ensure that there is a proper balance between, and effective representation of, the public interest and the
interests of marketplaces, dealers and other entities desiring access to the services provided by IIROC.

6. Due Process

Subject to applicable law and the Rules and by-laws of IIROC, before rendering a decision that affects the rights of a
person or company in relation to membership, registration or enforcement matters, IROC must provide that person or
company an opportunity to be heard.

7. Performance of Regulatory Functions

a. IIROC must set Rules governing its members and others subject to its jurisdiction.

b. IIROC must administer and monitor compliance with the Rules and securities laws by members and others
subject to its jurisdiction and enforce compliance with the Rules by Dealer Members, including ATSs, and
others subject to its jurisdiction.

c. If retained by an exchange or QTRS, IIROC must administer, monitor and/or enforce rules pursuant to an
RSA.

d. IIROC must, subject to applicable legislation, collect, use and disclose personal information only to the extent
reasonably necessary to carry out its regulatory activities and mandate.

e. IIROC must ensure that it is accessible for contact by the public for purposes relating to the performance of its
functions as a self-regulatory organization.

f. IIROC must publish concurrently in English and French each document issued to the public or generally to
any class of members.

g. IIROC must adopt policies and procedures designed to ensure that confidential information about its
operations or those of any Dealer Member, Marketplace Member or marketplace participant is maintained in
confidence and not shared inappropriately with other persons, and must use all reasonable efforts to comply
with these policies and procedures.

h. IIROC must, at least annually, self-assess IIROC’s performance of its regulatory responsibilities, and report
thereon to its Board, together with any recommendations for improvements.

8. Use of Fines and Settlements

All fines collected by IIROC and all payments made under settlement agreements entered into with IROC may be used
only as follows:

a.

as approved by the Corporate Governance Committee,

(i) for the development of systems or other non-recurring capital expenditures that are necessary to
address emerging regulatory issues resulting from changing market conditions and are directly
related to protecting investors and the integrity of the capital markets;

(i) for the education of securities market participants and members of the public about or research into
investing, financial matters or the operation or regulation of securities markets;

(iii) to contribute to a non-profit, tax-exempt organization, the purposes of which include protection of
investors, or those described in paragraph (a)(ii); or

for reasonable costs associated with the administration of IROC’s hearing panels.
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9. Disciplinary Matters
a. Subject to paragraph (b), IIROC must
0] promptly notify the public and the news media of:
(A) thedspecifics relating to each disciplinary or settlement hearing once the hearing date is set,
an
(B) the terms of each settlement and the disposition of each disciplinary action once the terms
or disposition is determined; and
(i) ensure that disciplinary and settlement hearings are open to the public and the news media.
b. Despite paragraph (a), IROC may, on its own initiative or on request, order a closed-door hearing or prohibit

the publication or release of information or documents if it determines that it is required for the protection of
confidential matters. IIROC must establish written criteria for making a determination of confidentiality.

10. Capacity and Integrity of Systems
a. [IROC must
(i) ensure that each of IIROC’s critical systems, including its technology systems, has
(A) appropriate internal controls to ensure integrity and security of information; and
(B) has reasonable and sufficient capacity, and backup to enable IIROC to properly carry on its

business; and

(i) have controls to manage the risks associated with its operations, including an annual review of its
contingency and business continuity plans.

b. IIROC must on a reasonably frequent basis, and in any event, at least annually:
(i) make reasonable current and future capacity estimates for its critical systems;
(i) conduct capacity stress tests to determine the ability of its critical systems to perform its regulation

functions in an accurate, timely and efficient manner;
(iii) review and keep current the development and testing methodology of those systems; and

(iv) review the vulnerability of those systems to internal and external threats including physical hazards
and natural disasters.

C. IIROC must cause to be performed an independent review, in accordance with established audit procedures
and standards, of its controls for ensuring that it is in compliance with paragraph (b) above, and conduct a
review by its Board of the report containing the recommendations and conclusions of the independent review.
This term and condition will not apply if:

0] the information technology provider retained by IIROC is required, either by law or otherwise, to
conduct an annual independent review; and

(i) IIROC’s Board obtains and reviews annually a copy of the independent review report of its
information technology provider to ensure that it has controls in place to address the matters outlined
in paragraph (b) above.

d. IIROC must, periodically or at the request of the Commission, benchmark surveillance systems and services
provided by its information technology providers against comparable systems and services available from
other third party technology providers.
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1. Ongoing Reporting Requirements

a. IIROC must comply with reporting requirements set out in Schedule 2 of this Recognition Order, as amended
from time to time by the Commission or its staff.

b. IIROC must provide the Commission with other reports, documents and information as the Commission or its
staff may request.
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SCHEDULE 1

CRITERIA FOR RECOGNITION

1. Governance
a. The governance structure and arrangements must ensure:
(i) effective oversight of the entity;
(ii) fair, meaningful and diverse representation on the governing body (Board) and any committees of the
Board, including a reasonable proportion of independent directors;
(iii) a proper balance among the interests of the different persons or companies subject to regulation by
IIROC; and
(iv) each director or officer is a fit and proper person.
2. Public Interest

IIROC must regulate to serve the public interest in protecting investors and market integrity. It must articulate and
ensure it meets a clear public interest mandate for its regulatory functions.

3. Conflicts of interest

IIROC must effectively identify and manage conflicts of interest.

4. Fees
a. All fees imposed by I[IROC must be equitably allocated. Fees must not have the effect of creating
unreasonable barriers to access.
b. The process for setting fees must be fair and transparent.
C. IIROC must operate on a cost-recovery basis.
5. Access
a. IIROC must have reasonable written criteria that permit all persons or companies that satisfy the criteria to
access IIROC’s regulatory services.
b. The access criteria and the process for obtaining access should be fair and transparent.
6. Financial Viability

IIROC must have sufficient financial resources for the proper performance of its functions and to meet its
responsibilities.

7. Capacity to Perform Regulatory Functions
a. IIROC must maintain its capacity to effectively and efficiently perform its regulatory functions, which include

governing the conduct of persons or companies subject to its regulation and monitoring and enforcing
applicable requirements.

b. IIROC must maintain in each jurisdiction where it has an office
(i) sufficient financial, technological, human and other resources; and
(ii) appropriate organizational structures and adequate technological systems

to efficiently, effectively and in a timely manner perform its regulatory functions and responsibilities.
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8. Capacity and Integrity of Systems

IIROC must maintain controls to ensure capacity, integrity requirements and security of its technology systems.

9. Rules
a. IIROC must establish and maintain Rules that:

(i) are necessary or appropriate to govern and regulate all aspects of its functions and responsibilities
as a self-regulatory entity;

(i) are designed to:
(A) ensure compliance with securities laws,
(B) prevent fraudulent and manipulative acts and practices,
(C) ?ro;note just and equitable principles of trade and the duty to act fairly, honestly and in good

aith,
(D) foster cooperation and coordination with entities engaged in regulating, clearing, settling,
processing information with respect to, and facilitating transactions in, securities,

(E) foster fair, equitable and ethical business standards and practices,
(F) promote the protection of investors, and
(G) provide for appropriate discipline of those whose conduct it regulates;

(iii) do not impose any burden or constraint on competition or innovation that is not necessary or
appropriate in furtherance of IIROC’s regulatory objectives;

(iv) do not impose costs or restrictions on the activities of market participants that are disproportionate to
the goals of the regulatory objectives sought to be realized; and

(v) are not contrary to the public interest.

10. Disciplinary Matters

The process for discipline must be fair and transparent.

1. Information Sharing and Regulatory Cooperation

To assist other regulatory authorities in regulatory matters, IROC must share information and cooperate with:

a.

b.

e.

f.

the Commission and any other securities regulatory authority, whether domestic or foreign;
exchanges;

self-regulatory organizations;

clearing agencies;

financial intelligence or law enforcement agencies or authorities; and

investor protection or compensation funds, whether domestic or foreign.

This assistance includes the collection and sharing of information and other forms of assistance for the purpose of
market surveillance, investigations, enforcement litigation, investor protection and compensation and for any other
regulatory purpose and is subject to applicable laws related to information sharing and protection of personal
information.
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12. Other Criteria — Québec

Constituting documents, by-laws and operating rules of IIROC should allow that the power to make decisions relating to
the supervision of its activities in Québec will be exercised mainly by persons residing in Québec.
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SCHEDULE 2
REPORTING REQUIREMENTS
1. Prior Notification

a. IIROC will provide the Commission with at least twelve months’ written notice prior to completing any
transaction that would result in IROC:

(i) ceasing to perform its services;
(i) discontinuing, suspending or winding-up all or a significant portion of its operations; or
(iii) disposing of all or substantially all of its assets.
b. IIROC will provide the Commission with at least three months’ written notice prior to:
(i) terminating its agreement with an information technology service provider providing critical

technology systems; or

(i) any intended material change to its agreement with an information technology service provider
regarding its critical technology systems.

2, Immediate Notification
IIROC will immediately notify the Commission of the following events:

a. the admission of a new member, including the member's name, and any terms and conditions that are
imposed on the member;

b. members whose rights and privileges or membership will be suspended or terminated, including:
(i) the member’s name;
(ii) the reasons for the proposed suspension or termination; and
(iii) a description of the steps being taken to ensure that the member's clients are being dealt with
appropriately;
C. receipt of a member’s intention to resign.

The notice required by this section may be provided by IIROC issuing a public notice containing the information,
provided that such public notice will be issued immediately after the decision is made for admission, suspension or
termination of membership and immediately after receipt of a notice of intention to resign, as the case may be.

3. Prompt Notification
IIROC will provide the Commission with prompt notice of the following events and situations, and in each case describe
the circumstances that gave rise to the reportable event or situation, and IIROC’s proposed response to ensure
resolution, and, if appropriate, provide timely updates:

a. situations that would reasonably be expected to raise concerns about IIROC’s financial viability, including but
not limited to, an inability to meet its expected expenses for the next quarter or the next year;

b. notification from any of the Recognizing Regulators that IIROC is not in compliance with one or more of the
terms and conditions of recognition of IIROC in any jurisdiction or with the reporting requirements set out in
the MOU;

c. any material violations of securities legislation of which IIROC becomes aware in the ordinary course

operation of its business;

d. any material failures in the controls described in terms and conditions 10(a)(i) and (ii) of Appendix A to this
Recognition Order;
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e. any failure, malfunction, delay or security breach, including material cyber security breaches, of IIROC’s
critical systems or technology systems that support IROC’s critical systems;

f. any breach of security safeguards involving information under IIROC’s control if it is reasonable in the
circumstances to believe that the breach creates a real risk of significant harm to investors, issuers,
registrants, other market participants, IIROC, the Canadian Investor Protection Fund (CIPF), or the capital
markets;

g. any material change to the information set out in the application letter dated December 21, 2007;

h. actual or apparent misconduct or non-compliance by members, Approved Persons, marketplace participants,
or others, where investors, clients, creditors, members, CIPF, or IROC may reasonably be expected to suffer
serious damage as a consequence thereof, including but not limited to:

(i) where fraud appears to be present; or

(ii) where serious deficiencies in supervision or internal controls exist;

i situations that would reasonably be expected to raise concerns about a member's continued viability,
including but not limited to, capital deficiency, early warning, and any condition which, in the opinion of IIROC,
could give rise to payments being made out of CIPF, including any condition which, alone or together with
other conditions, could, if appropriate corrective action is not taken, reasonably be expected to:

(i) inhibit the member from promptly completing securities transactions, promptly segregating clients’
securities as required or promptly discharging its responsibilities to clients, other members, or
creditors;

(ii) result in material financial loss to the member or its clients; or

(iii) result in material misstatement of the member’s financial statements;

j. any action taken by [IROC with respect to a member in financial difficulty;

k. any terms and conditions imposed, varied or removed by IIROC relating to a member;

l. any enforcement agreement and undertaking entered into, varied or rescinded at IROC’s request relating to a
member.

4. Quarterly Reporting

IIROC will file on a quarterly basis with the Commission a report pertaining to IIROC’s regulatory operations promptly
after the report is reviewed or approved by IIROC’s Board, board committees, or senior management, as the case may
be, containing at a minimum the following information and documents:

a.

a summary of ongoing initiatives, policy changes, and emerging or key issues that arose in the previous
quarter for each of IIROC’s regulatory operations;

a summary of all compliance examinations in progress or completed during the previous quarter, and all
compliance examinations scheduled to be commenced in the upcoming quarter by IIROC office and
department, including information on repeat or significant deficiencies;

a summary of any terms and conditions imposed, varied or removed relating to Approved Persons during the
previous quarter;

a summary of all discretionary exemptions granted to individuals, members, and marketplace participants
during the previous quarter;

summary statistics for the previous quarter regarding all client complaints, and complaints received from other
sources including, but not limited to, any other securities regulatory authority;

summary statistics by IIROC office for the previous quarter regarding the caseload for each of case
assessment, trading review and analysis, market surveillance, investigations and prosecutions, separated
between Member and Marketplace Regulation cases including the length of time the files have been open;
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g. a summary of enforcement files that were referred to any of the Recognizing Regulators during the previous
quarter; and
h. IIROC’s regulatory staff complement, by function, and details of any material changes or reductions in
regulatory staffing, by function, during the previous quarter.
5. Annual Reporting

IIROC will file on an annual basis with the Commission a report pertaining to IIROC’s regulatory operations promptly
after the report is reviewed or approved by IIROC’s Board, board committees, or senior management, as the case may
be, containing at a minimum the following documents:

a. the self-assessment referred to in term and condition 7(h) of Appendix A to this Recognition Order. The self-
assessment must contain information as specified by Commission staff from time to time and include the
following information:

(i) an assessment of how IIROC is meeting its regulatory mandate, including an assessment against the
recognition criteria in Schedule 1 to the Recognition Order and the terms and conditions in Appendix
A to the Recognition Order;

(i) an assessment against its strategic plan;

(iii) a description of trends seen as a result of compliance reviews, investigations and prosecutions
conducted, and complaints received, including IIROC’s plan to deal with any issues;

(iv) whether IIROC is meeting its benchmarks, and reasons for any benchmarks not being met;

(v) a description and update on significant projects undertaken by IIROC; and

(vi) a description of issues raised by any of the Recognizing Regulators, external auditors or internal
audit, which are being tracked by IIROC’s senior management, together with a summary of the
progress made on their resolution; and

b. certification by IIROC’s Chief Executive Officer and General Counsel that IIROC is in compliance with the
terms and conditions applicable to it in Appendix A to this Recognition Order.

6. Financial Reporting

a. IIROC will file with the Commission unaudited quarterly financial statements with notes within 60 days after
the end of each financial quarter.

b. IIROC will file with the Commission audited annual financial statements accompanied by the report of an
independent auditor within 90 days after the end of each fiscal year.

7. Other Reporting

a. IIROC will provide the Commission on a timely basis with the following information and documents upon
publication or completion of review and approval by IIROC’s Board, board committees, or senior
management, as the case may be:

(i) the results of any corporate governance review referred to in term and condition 5(a)(iii) of Appendix
A to this Recognition Order;

(i) material changes to the code of business ethics and conduct and the written policy about managing
potential conflicts of interests of members of IROC's Board;

(iii) changes in the members of IROC’s Board;

(iv) the financial budget for the curren