Amendments to
National Instrument 23-101Trading Rules

PART 1 AMENDMENT

1.1
(1)
(2)

3)

(4)

Amendment
This Instrument amends National Instrument 23-Ti@tling Rules.
Section 1.1 is amended by adding the following definitions:

“ “pest execution” means the most advantageous exedetiors reasonably
available under the circumstances;

“dealer-sponsored participant” means a person or comphoyhas dealer-
sponsored access to a marketplace and is an “InstituGusabmer” as defined

by IDA Policy No. 4Minimum Standards for Institutional Account Opening,
Operation and Supervision, as amended, and includes the representatives of the
person or company;

“dealer-sponsored access” means access to the tradiagisyflsa marketplace
granted by a dealer who is a member, user or subscribaslignt that is either
direct or by means of an electronic connection througlottier routing system of
the dealer;

“excluded order” means an order

(a) that is subject to a term or condition othentba price;

(b) where the price cannot be determined at the tinoedsr entry; or

(c) where the price is determined by reference to pack®ved in one or
more derivatives transactions;”.

Section 4.2 is repealed and the following is substituted:

“4.2 Best Execution — A dealer and an adviser must masonable efforts to
achieve best execution when acting for a client.”

4.3 Order Information — To satisfy the requirementseiction 4.2, a dealer or
adviser shall make reasonable efforts to use facilitiegging information
regarding orders.”.

Section 5.1 is amended by adding “for a regulatory purpadfte”“trading in a
particular security”.



(5) Part 7 is amended by:
(@) repealing subsection 7.1(1) and substituting the following:
“7.1 Requirements for a Recognized Exchange - (1) A rezedrxchange shall

(a) set requirements governing the conduct of its menalet slealer-
sponsored participants, including

(1) requirements that the members and dealer-sponsored
participants will conduct trading activities in compliance
with this Instrument; and

(i) requirements governing the responsibilities ofriiembers
that provide access to dealer-sponsored participants to
maintain a list of dealer-sponsored participants and to
review and report to the recognized exchange or, if
applicable, to the regulation services provider, on conduct
of dealer-sponsored participants that is or appears to be
inconsistent with the requirements set under this
subsection;

(b) monitor the conduct of its members and dealer-spothsore
participants and enforce the requirements set under parg@japh
and

(c) maintain a list of all dealer-sponsored participari the
recognized exchange.”;

(b) adding in subsection 7.1(2) and section 7.2 “and dealexsseped participants”
after each reference to “members”;

(c) repealing subsection 7.3(1) and substituting the following:

“7.3 Requirements for a Recognized Quotation and Trade fRep8iystem -
(1) A recognized quotation and trade reporting system shall

(a) set requirements governing the conduct of its usersi@aler-sponsored
participants, including

0] requirements that the users and dealer-sponsaradipants will
conduct trading activities in compliance with this Instaent; and

(i) requirements governing the responsibilitieshef tisers that
provide access to dealer-sponsored participants to nraantat of



(d)

(e)

(b)

(€)

dealer-sponsored participants and to review and report to the
recognized quotation and trade reporting system or, ifcglgé,
the regulation services provider on conduct of dealer-spedsor
participants that is or appears to be inconsistenttivgh
requirements set under this subsection;

monitor the conduct of its users and dealer-spongaridipants and
enforce the requirements set under paragraph (a); and

maintain a list of all dealer-sponsored partioipaf the recognized
guotation and trade reporting system.”;

adding in section 7.4 “and dealer-sponsored participaftes”’each reference to
‘users”;

adding the following sections after section 7.5:

“7.6 Agreement between a Recognized Exchange, RecognizediQuatad
Trade Reporting System or Regulation Services Provider &shker-Sponsored
Participant — (1) A recognized exchange, recognized quotateétrade reporting
system or regulation services provider that monitors dineluct of a dealer-
sponsored participant on behalf of a recognized exchangeaynized quotation
and trade reporting system shall enter into a wragneement with the dealer-
sponsored participant that provides

(a)

(b)

(€)

(d)

that the dealer-sponsored participant will condsdtaiding activities in
compliance with the requirements set under subsectioh)©0{7.3(1), as
applicable;

that the dealer-sponsored participant acknowledgethihatecognized
exchange, recognized quotation and trade reporting system catiegul
services provider will monitor the conduct of the deaferrsored
participant and enforce the requirements set under subs&ctil) or
7.3(1), as applicable;

that the dealer-sponsored participant will compty all orders or
directions made by the recognized exchange, recognized guodad
trade reporting system or regulation services providelydintg orders
excluding the dealer-sponsored participant from tradinghgn a
marketplace; and

that a representative of the dealer-sponsored iparttcentering orders on
the recognized exchange or recognized quotation and tradé&ngpor
system has successfully completed:



(1) the Trader Training Course examination of the Canaceanr8ies
Institute; or

(i) such other examinations relating to courses or training as i
acceptable to the securities regulatory authority andettegnized
exchange, recognized quotation and trade reporting system,
regulation services provider or self-regulatory entity.

(2) Paragraph (1)(d) does not apply until [insert date yeae from the effective
date of the amendment].

7.7 Requirements for Members and Users with respect tielE@aonsored
Participants — Members of a recognized exchange or asarguotation and
trade reporting system that provide access to dealerm@ohparticipants shall:

(a) maintain a list of dealer-sponsored participantgitom they have
provided access; and

(b) review and report to the recognized exchange, recabgirstation and
trade reporting system or, where applicable, the ragualaervices
provider, conduct of dealer-sponsored participants thatapears to be
inconsistent with the requirements set in subsectibfiyor 7.3(1), as
applicable.

7.8 Training Requirements — A recognized exchange or recognizediouatad
trade reporting system shall ensure that a dealer-spshparticipant granted
access by a member or user is trained in the requirersenby the recognized
exchange, recognized quotation and trade reporting system cati@gslervices
provider.

7.9 Pre-condition to trading on a Recognized Exchange @dR&ed Quotation
and Trade Reporting System - (1) A recognized exchangeagnized quotation
and trade reporting system shall not execute an ordemtymber or user for a
dealer-sponsored participant unless the dealer-sponsoredpaantticas executed
the written agreement required by section 7.6.

(2) Subsection (1) does not apply until [insert date -awinths from the effective
date of the amendment].

7.10 Restriction on Dealer-Sponsored Access — A dealerssepad participant to
a recognized exchange or a recognized quotation and tradengggstem shall
not provide dealer-sponsored access to that exchange or quetadi trade
reporting system.”.



(6)
(@)

(b)

Part 8 is amended by:

repealing the title and substituting “Monitoring and Ecdonent Requirements
for an ATS, its Subscribers and Dealer-Sponsored Ratits”; and

repealing sections 8.1 to 8.4 and substituting the fatigwi

“8.1 Requirements Set by a Regulation Services Providemf@&TS - (1) A
regulation services provider shall set requirements goveamrgrS, its
subscribers and dealer-sponsored participants, including,

(a) requirements that the ATS, its subscribers angrdsponsored
participants will conduct trading activities in compliamaéh this
Instrument, and

(b) requirements regarding the ATS’ responsibilitiestontain a list of
dealer-sponsored participants and to review and report tegbé&tion
services provider on conduct of its subscribers and itedsponsored
participants that is or appears to be inconsistenttivgliequirements set
in this subsection.

(2) A regulation services provider shall monitor the condéiein ATS, its
subscribers, and its dealer-sponsored participants ancesfaite the
requirements set under subsection (1).

(3) Subsection (2) applies to an ATS that ceases tp @garbusiness as an ATS
and its representatives, its subscribers, its dealersepesh participants and its
former subscribers and its former dealer-sponsorectipantits with respect to
conduct that occurred while that ATS, its representatit@subscribers or its
dealer-sponsored participants were subject to the requitesenby a regulation
services provider.

8.2 Agreement between an ATS and a Regulation Servioggler -- An ATS
and a regulation services provider shall enter into demréigreement that
provides

(a) that the ATS will conduct its activities in colmce with the
requirements set under subsection 8.1(1);

(b) that the regulation services provider will monttex conduct of the ATS,
its subscribers and its dealer-sponsored patrticipants;

(c) that the regulation services provider will enfaitee requirements set
under subsection 8.1(1);



(d)

(e)

that the ATS will transmit the information recpd by Part 11 of NI 21-
101 to the regulation services provider; and

that the ATS will comply with all orders or @ations made by the
regulation services provider.

8.3 Agreement between an ATS and its Subscriber AT and its subscriber
shall enter into a written agreement that provides

(a)

(b)

(€)

that the subscriber will conduct trading activitesompliance with the
requirements set under subsection 8.1(1);

that the subscriber acknowledges that the regulsgionces provider will
monitor the conduct of the subscriber and any dealer-spahpartcipant
to whom the subscriber has granted dealer-sponsored acckssaforce
the requirements set under subsection 8.1(1); and

that the subscriber will comply with all ordersdrections made by the
regulation services provider, including orders excluding tibsaiber or
dealer-sponsored participant from trading on any marketplace

8.4 Agreement between a Regulation Services Provider aAdatsubscriber or
Dealer-Sponsored Participant — (1) A regulation serycesgider and a
subscriber to an ATS or a dealer-sponsored participantAd &rshall enter into
a written agreement that provides

(a)

(b)

(€)

(d)

that the subscriber or dealer-sponsored participdronduct trading
activities in compliance with the requirements set usdésection 8.1(1);

that the subscriber or dealer-sponsored particigknbavledges that the
regulation services provider will monitor the conduct &f sbscriber or
dealer-sponsored participant and enforce the requirementsdsy
subsection 8.1(1);

that the subscriber or dealer-sponsored participgirdomnply with all
orders or directions made by the regulation services pnowaxuding
orders excluding the subscriber or dealer-sponsored parti¢ipam
trading on any marketplace; and

that any representative of the subscriber or depdaisered participant
entering orders has successfully completed:

(1) the Trader Training Course examination of the Canadeanr8ies
Institute; or



(7)

(8)
(@)

(i) such other examinations relating to courses or training as i
acceptable to the securities regulatory authority andethdation
services provider or self-regulatory entity.

(2) Paragraph (1)(d) does not apply until [insert date -yeaefrom the effective
date of the amendment].

8.5 Training Requirements — An ATS shall ensure thatlbs@ibers and its
dealer-sponsored participants are trained in the requiteraenby the regulation
services provider.

8.6 Requirements for Subscribers with respect to D&densored Participants —
Subscribers to an ATS that provide access to dealer-sgahgarticipants shall:

(a) maintain a list of dealer-sponsored participantgitom they have
provided access; and

(b) review and report to the regulation services prowdeduct of dealer-
sponsored participants that is or appears to be incamsvgitd the
requirements set in subsection 8.1(1).

8.7 Pre-condition to trading on an ATS — (1) An ATS Ishal execute an order
for a subscriber unless,

(a) the ATS has executed the written agreements eggoyr sections 8.2 and
8.3; and

(b) its subscribers or dealer-sponsored participantsdraeeed into the
written agreement required by section 8.4.

(2) Paragraph (1)(b) does not apply until [insert dat& msinths from the
effective date of the amendment].

8.8 Restriction on Dealer-Sponsored Access — A dseptansored participant to
an ATS shall not provide dealer-sponsored access taTi&t.

Section 9.1 is amended by adding “and that the intderds@and broker has the
responsibility to review and report to the regulation sswiprovider on conduct
of its customers that is or appears to be inconsistimtmese requirements” after
“with this Instrument”.

Part 11 is amended by:

repealing subsections 11.2(5) and (6);



(b)

(9)

adding the following after section 11.2:

“11.2.1 Transmission in Electronic Form — (1) A deated enter-dealer bond
broker shall transmit

(@) to a regulation services provider the informationireduby the regulation
services provider, within ten business days, in electifonm; and

(b) to the securities regulatory authority the infatiorarequired by the
securities regulatory authority under securities legesiatvithin ten
business days, in electronic form.

(2) The record kept by the dealer and inter-dealer baricebunder subsections
11.2(1) through 11.2(4) and the transmission of that infoomat a securities
regulatory authority or to a regulation services provider usdesection (1) shall
be in the electronic form specified in a rule by teeusities regulatory authority,
a regulation services provider or a self-regulatory ebtyanuary 1, 2010.”.

The following Part is added after Part 11:
“Part 11.1 -- Reporting Requirements Applicable to Dealers

11.1.1 Reporting of order routing by dealer — (1) Each deb#l make publicly
available each calendar quarter a report on its @uatirorders when acting as
agent during that quarter and shall include the following in&bion reported as a
monthly average, where applicable, where securitiesaded on multiple
marketplaces

(a) the percentage of total client orders and the percenthgesere market
orders, limit orders and other order types;

(b) the identity of marketplaces where orders are routedxecution,
including the percentages of orders routed to each margef@lad

() a discussion of any material aspects of a dealedsi@akhip with a
marketplace including a description of any arrangements.

(2) Each dealer shall, on request, disclose to itetdle identity of the
marketplaces where the client’s orders were routedXecution in the six
months prior to the request, whether the dealer wasfispdyg instructed to route
to a particular marketplace for execution, and the tftee transactions, if any,
that resulted from such orders.

(3) Subsection (1) does not apply



(a) to orders entered by a dealer-sponsored participant, or

(b) where the client has directed that the dealer rdvat®tder to a specific
marketplace.”.
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