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ASC POLICY 31

REGISTRANTS CODE OF CONDUCT AND ETHICAL PRACTICES

1 OBJECTIVEOF POLICY

11

1.2

1.3

This palicy isintended to summarize the code of conduct and ethical practices of
registrants acceptable to the Alberta Securities Commission (the “ Commission”) which
are derived for the most part from the code of conduct and ethical practices established
by the securities industry and contained in the bylaws of certain sdif regulatory
organizations but varied as appropriate for those registrants other than brokers and
investment dedlers. The practices recommended in this policy should be construed as
guiddines only and nathing herein shdl limit aregidrant's respongbility to maintain the
highest standards of integrity in al aspects of dedlings with clients. Brokers and
investment deders and their sdlesmen may comply with this policy by following the
guiddines published from time to time by the Alberta Stock Exchange and the
Investment Dedlers Association of Canada.

Theterm “registrant’ is defined in section 1(s.1) of the Alberta Securities Act (the
“Act”) and where used in this policy shdl include any deder, sdesman, underwriter,
adviser, and any partner or officer referred to in sections 54(1)(a)(iii) and 54(21)(c)(ii) of
the Act unless otherwise specified, such as reference to a securities deder.

Any individud registered to trade as a partner or officer of aregistrant shal comply
with the guiddines set out in this policy for asdesman in addition to his other
respongbilities and obligations as a partner or officer.

2 CODE OF ETHICSAND CONDUCT FORREGISTRANTS

21

22

2.3

24

The client's interest must be foremost congderation in al business dedings.

All information concerning a dlient's transactions and his account shal be considered
confidential and shall not be disclosed except with the client's permission or by order of
the Commission or the courts.

A diligent and busness-like effort shal be made to learn the essentid financid, persond
and investment circumstances of each client.

All recommendations must be based on a careful analysis of both client information
obtained and information relating to the particular transaction.
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2.5

2.6

2.7

2.8

29

-2.

All methods of soliciting and conducting business shdl be such as to merit public
respect and confidence.

All clients entering unsolicited orders which gppear unsuitable based on the client
information supplied should be given appropriate cautionary advice.

A thorough knowledge of the Act must be maintained.

All persona business affairs must be conducted in a responsible manner so asto reflect
credit on the securities indudtry.

A continuous effort should be made to maintain a high standard of knowledge in the
securities indusiry through reading and studly.

GENERAL RULES OF CONDUCT FORREGISTRANTS

31

3.2

3.3

34

The practices recommended in this section are designed to give regisirants some
guidance in following the Code of Ethics.

Every regigrant shdl follow the “Know Y our Client Rule’ which requires the use of due
diligence:

3.2.1 tolearnthe essentid facts relative to every client and to every order or account
accepted;

3.2.2 toensure that the acceptance of any order for any account is within the bounds
of good business practice; and

3.2.3 to ensure that recommendations made for any account are appropriate for the
client and in kegping with his investment objectives.

The firgt step toward compliance with this policy is made by means of a New Client
Application Form (the “Form™) which must be completed when opening each account.
To asss the client in entering his investment objectives on the Form and to ensure that
securities activity isin keegping with indudtry rules, the registrant must maintain a
continued awareness of the client's persond and financid circumstances.

The Formis contained in the Registered Representatives manua published by the
Canadian Securities Indtitute. The Form congtitutes the published requirements of the
Commisson referred to in section 30(8) of the Regulations and shdl form the basis for
authorizing new accounts as required by section 30(3) of the Regulations.
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35

3.6

3.7

34.1

34.2

34.3

-3-

Every sdesman shdll refer to the Registered Representatives manua for
background information to assst in the completion of the Form.

Approval to open an Account:

Only after ascertaining that the information contained in the Form has been
verified where necessary and after obtaining any additiona information or
document required may approva be granted. Before the first order is executed,
gpprova shal be granted by a partner, officer, director, or branch manager
designated by the firm.

Trading Authorization

If aclient authorizes other personsto give orders for his account, the
authorization, naming the persons so authorized, shal bein writing and on a
form gpproved by the deder'slegd counsd. It is dso necessary to clearly
specify whether such authorization covers the withdrawa of funds or securities
or both. All such documents should be verified and retained with the gpplication
form.

Every sdesman shdl ensure that recommendations for purchases and sales of securities
are made respongbly ether within his firm's research recommendations or based on
other information which can be substantiated by the salesman.

Every sdlesman shdl make the client awvare of materid negative factorsinvolved in a
transaction aswdll as postive factors.

Every regigrant shdl ensure that:

371

3.7.2

3.7.3

no assurance is given to aclient regarding the future trading price of the
Security.

no assurance is given to aclient that a security will be listed on an exchange
unless the Director of the Commission consents in writing to such
representations.

no undertaking or guarantee is given to repurchase a security at a stated price
except in the case of retractable securities where the issuer is required by the
security holder to redeem or repurchase.
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3.8

3.74

-4-

recommendations do not produce a frequency of trading which could lead to an
dlegation of “churning” (i.e, trading activity primarily to generate commissons).

The following account conditions or proposed trading activities require immediate
atention:

381

382

3.8.3

An account or group of accounts accumulating an unusudly large amount of
speculative stock. Supervisory staff should be derted as this Situation many
have capitd and risk management implications.

An order received from aclient if thereis reason to bdieve the client has an
ulterior mative that might adversdy affect the investing public or the firm or
contravene regulatory rules. The matter should be discussed with a supervisor
before entering the order.

An order received from a client which appears to produce no investment
benefit, such as an unnecessary mutud fund switch. Confirm with the client that
he understands the transaction; it may be advisable to obtain a supervisor's
approva before entering the order.

4 SPECIFIC RULES OF CONDUCT

4.1

4.2

Prohibition Against Carrying Accounts at Other Firms

411

A sdesman or other employee of aregistrant is not permitted to control or to
carry an account, éther in hisor in any other name, with another registrant
without first obtaining the express written permission of a partner, director, or
officer of hisfirm. The Commisson requires that a copy of this consent be filed
with the Regidtrar. If securities transactions are being handled by a bank or trust
company, it isthe sdlesman's or other employee's respongbility to see that these
transactions are entered through his firm, unless otherwise approved, and that
such orders are designated as the order of an employee.

Clients Orders Have Priority - “ Preferential Trading Rule”

4.2.1

A fundamentd trading principle to protect the public relates to the priority given
to clients orders. If an order (i.e., an order for an account in which a partner,
director, officer, shareholder or employee of aregistrant holds a direct or
indirect interest or an arbitrage order) the client's order is to be given priority of
execution over the non-client order.
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4.3

4.4

Just and Equitable Principles

4.3.1 Nofictitious sale of contract shal be made and each registrant must conduct
business openly, fairly and in accordance with just and equitable principles.

Unethical Conduct

4.4.1 Practices which are consdered unethica include but are not limited to the
following:

4.4.1.1 Any conduct which has the effect of decelving the public, or the
purchaser or the vendor of any security, asto the nature of any
transaction or the price or value of the security.

4.4.1.2 Creating or atempting to creste afalse or mideading appearance of
active public trading in a security (e.g. entering fictitious orders for the
same security placed with avariety of securities houses).

4.4.1.3 Entering or attempting to enter into any scheme or arrangement to sl
and repurchase a security or to dominate the market in a security.

4.4.1.4 Cauang the last sdle for the day in a security to be higher than
warranted by the prevailing circumstances.

4.4.1.5 Using or atempting to use any manipulating or deceptive scheme or
contrivance to influence the market price of a security.

4.4.1.6 Making afictitious transaction in a security or knowingly giving or
accepting an order involving no change of beneficia ownership of a
Security.

4.4.1.7 Bucketing - i.e., confirming a transaction where no trade had been
executed.

4.4.1.8 Improper solicitation of orders by telephone or otherwise.

4.4.1.9 High pressure or other sales techniques of a character considered
undesirable.

4.4.1.10 Violation of any Statute gpplicable to the sde of securities.
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4.5
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44111 Sdling or attempting to sall a prospective dividend on a stock.

44112 Leading aclient to believe he can suffer no loss through opening
an account or trading in the account.

4.4.1.13 Making a practice, directly or indirectly, of taking the Sde of
the market opposite to the side taken by clients.

44.1.14 Rebating commissions or making, directly or indirectly, any
alowance contrary to exchange bylaws.

4.4.1.15 Conduct of such nature as to bring the securities industry into
disrepute.

Conflict of Duty

451

452

4.5.3

454

Every director of a public company has afiduciary obligation not to reved any
privileged information to anyone not authorized to recaiveit. Not until thereis
full public disclosure of such informeation, particularly when the information might
have a bearing on the market price of the company's securities, is a director
released from the necessity of keeping such informeation to himself.

Every director of a public company who is dso adirector, partner, officer of
employee of securities firm should recognize that hisfirgt responghility isto the
public company on whose board he serves. Thus, the director must
meticuloudy avoid any disclosure of ingde information to other directors,
partners, officers or employees of the firm, including members of the firm's
research and trading departments or clients.

When asdesman of aregistrant is not a corporate director but is asssting the
registrant which is acting in an underwriting or advisory capacity to a company
and the sdesman is discussing confidentid matters, the ground rules should be
substantialy the same as those that apply to the director. Should the matter
require consultation with other personnd of the registrant, adequate measures
should b taken by the sdlesman to guard the confidentia nature of the
information to prevent its misuse within or outsde of the registrant organization.

Any position, office or business activity a sdlesman proposes to assume or
participate in, other than as a sdlesman of his employer, should be discussed in
detail with the sales supervisor to confirm acceptability with his employer and to
ascertain what, if any, industry regulations must be considered.
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4.6  Market Letters, Circulars, Sales Literature and Advertising

4.6.1 All market letters, research reports, saesliterature, bulletins and circulars
issued for generd didribution to clients or to the public, aswell asdl
advertisements, must receive prior approval from a designated partner, director
or qudified employee who is authorized to review such materid for propriety.

4.7 Confidential or Numbered Accounts

4.7.1 Regigrants may maintain accounts for cusomersidentified by number, nominee
names or other symbols provided the registrant maintains at his principa office
in Alberta sufficient information in writing to establish the beneficid owner of the
accounts or the party or parties financidly respongble for them. This
information must be available at al times upon the request of the Regidtrar or
the Director of the Commission.

4.8  Discretionary and Managed Accounts

4.8.1 A securitiesdeder, or any person acting on behaf of a securities dedler, shal
not exercise discretionary authority regarding client accounts.

4.8.2 Occasondly aclient may ask an adviser to exercise his own judgment and,
when advantageous, to place discretionary orders on the client's behdf. The
Regulations dlow only those advisers registered as portfolio managersto
exercise discretionary authority over a client's account. A portfolio manager is
not permitted to exercise discretionary power with respect to a client's account
unless the client has given written authorization and the account has been
accepted or approved by a designated partner or director. In addition, the
portfolio manager must obtain the written approval of a partner or director prior
to placing each order. Each discretionary order must be identified as
discretionary at the time of entry.

5 CASHACCOUNT RULE
51 Introduction

5.1.1 The practices contained in thisitem 5 pertain only to securities dedlers and their
officers and employees.

5.1.2 Securitiesdeders shdl not accept margin accounts.
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5.1.3
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Subject to any additiona restrictions imposed as a condition of regigtration,
securities deders shdl only accept ordinary cash accounts in accordance with
the requirements set out initems 5.2 and 5.3.

5.2 Settlement

521

522

523

Settlement of an individud transaction in a cash account of aclient shal be
made by payment (i.e. receipt of cash or the proceeds of sde of the same or
other securities held long in the account), or delivery on the settlement dete in
accordance with the securitiesindustry practice (i.e. normaly the fifth clearing
day after the transaction takes place.)

No client shall be permitted to make a practice of settling a cash transaction by
the sdle of the same security unless the equity in his account exceeds the vaue
of the transaction.

When any portion of the money baance in aregular cash settlement account is
past due more than 20 business days beyond the settlement date, then, until the
amount more than 20 business days past due had been settled by the client, the
client shal be regtricted from entering into any further transactionsin any
account (Note: a self-administered RRSP account does not have to be included
inthisredtriction Snce it is deemed to be the account of the trustee of the plan)
other than for the purpose of closing out (liquidation) transactions or securities
in such accounts.

5.3  Capital Chargesfor Overdue Cash Accounts

531

532

When no portion of the money baance in a cash settlement account is overdue
more than 10 business days beyond the settlement date, the security deder shall
deduct from liquid capitd when computing net free cagpitd, the shortfal when
comparing the net market value of dl security postions (including any
negotiable securities in segregation) in the client's cash accounts, to the net
money balance in the client's cash accounts (i.e. market-to-market).

When any portion of the money balance is a cash settlement account is overdue
more than 10 business days beyond the settlement date, the security deder shdl
deduct from liquid capita when computing net free capitd, the margin
deficiency, if any, that would exigt if dl of the dient's accounts were margin
accounts (i.e. the account balances are to be treated asif they were margin
accounts and negotiable securities held in segregation may be used in
determining the loan vaue of the accounts.)
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6 PRINCIPAL TRADING

6.1  Section 68(1) of the Act requires, inter dia, aregistered securities dedler to disclose to
the client whether or not the registered dedler is acting as principa or agentin a
particular transaction. If the registered dedler is acting as principa, one of the following
gatements should be printed on the confirmation dip:

“As principas we (bought/sold) the securities and charged a fee shown below
as commisson.”, or

“As principas we (bought/sold) the securities. The record price on the
Exchange was (insert recorded price).”

Effective date: March 15, 1987





