Subordinated Loans - Checklist for Approval

To be completed if:
- anew agreement is signed
- there is a change to the terms of the underlying credit agreement

Dealer Member Name:
Creditor Name:
Amount:

Date of Subordinated Loan:

YES

N/A

NO

1. Ensure that the agreement is the Uniform Subordinated Loan
Agreement (USLA)

2. Provide proof of deposit of funds by the lender into the bank account
of the Dealer Member.
The funds must add liquidity to the Dealer Member and must come
from resources outside of the Dealer Member. The following are some
examples of sources of funds that are not acceptable for a
subordinated loan:
a) the lender cannot draw down a margin account at the Dealer
Member to fund the subordinated loan

b) the lender cannot lend cash held in an account at the Dealer
Member to fund a subordinated loan

c) the lender cannot take out an advance or receivable from the
Dealer Member to fund the subordinated loan

O
O
O

3. Ensure that 3 original copies of the USLA have been provided, all of
them signed by the lender and the Dealer Member

4. Review Appendix A to the USLA to ensure an interest rate is
specified (or “pref. Rate”)

5. Review Appendix A of the USLA to see if subordinated loan is
convertible into shares. If so, must be indicated “subject to CIRO
approval”.

6. Review Appendix A of the USLA to ensure terms are included and to
check if there are any debt covenants [refer to #8 and #9].
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YES N/A NO

7. Confirm if there is a loan or credit agreement or promissory note
(“credit agreement”) between the Dealer Member and the lender®
underlying the subordinated loan. If there is, provide the agreement
and ensure that:

d) the terms are accurately documented in Schedule A of the USLA

e) there is language like or similar to the following: “repayment is
subject to prior approval of CIRO”.

the credit agreement includes the following clauses:

i. The legend required by paragraph 9 of the Uniform
Standard Subloan Agreement (USLA). This language should
be set out in the main body of the credit agreement as
well as on any promissory notes or other instruments.

ii.  “Pursuant to the Uniform Subordinated Loan Agreement
[the lender], inter alia has assigned to CIRO on behalf of
and for the benefit of the Customers (as defined therein), O O O
for the purposes and to the extent set out in the USLA, all
its right, title and interest in and to any payment or
distribution of assets of the Borrower of any kind or
character which [the lender] would, except for the
provisions of the USLA, be entitled to receive on account
of the Loan upon any dissolution, winding-up,
liquidation, insolvency or bankruptcy of the Borrower.”

iii.  “In the event of any inconsistency between the terms of
this Agreement (or any agreement, documents or
understanding between the Borrower and [the lender]
relating to or evidencing the Loan) and the Uniform
Subordinated Loan Agreement, the terms of the
Uniform Subordinated Loan Agreement shall prevail.”

! Typically commercial lending arrangements will involve a separate loan agreement, credit agreement
or promissory note.



YES

N/A

NO

If the shares of the Dealer Member have been pledged as collateral
or security interest, confirm that the lender and the Dealer Member
understand that change in ownership of the Dealer Member is
subject to CIRO approval.

a) Ensure that the credit agreement and Schedule A state this
understanding.

b) Provide an acknowledgement in substantially the following form:

The undersigned acknowledge and declare that any and all
transactions relating in any way to the financing of «Lender» and
the subordinated debt financing of «CIRO DM» do and will
comply with Investment Dealer and Partially Consolidated Rule 5
[IDPCR 2100].

If the assets of the Dealer Member have been pledged as collateral
or security interest, ensure that

a) The lender is a Bank as defined in the USLA

b) Schedule A of the USLA, part 1 explicitly states:

“Registrations made in respect of the Security shall properly
reference the subordination and postponement under the
Uniform Subordinated Loan Agreement.”

Registration refers to a legal process to register the security interest
under the Personal Property Security Act (PPSA).

10.

If the lender is a holding company of the Dealer Member, document
where the funds are coming from and provide details of any
underlying loan arrangements:

a) ensure that there is no pledge or securities lien on assets or
shares of the Dealer Member [refer to #8 and #9]

b) ensure that clients of the Dealer Member are not lending money
to the holding company [refer to #11(c)]




YES N/A NO

11. If the lender is a non-industry investor

a) provide a signed Risk Acknowledgement Template
b) If the lender is a client of the Dealer Member, O O O

i. ensure that the client is an accredited investor

12. If legal opinions are rendered by the lender and/or Dealer Member,
include a reference to the Uniform Standard Subordinated Loan
Agreement and name CIRO as an addressee/recipient of any such O O O

opinions.
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