Amendments to National Instrument 23-101 Trading Rules

PART 1 AMENDMENTS

1.1
(1)
(2)

Amendments

This Instrument amends National Instrument 23-Ti@tling Rules.
The following definitions are added to section 1.1:
“automated functionality” means the ability to:

(a) permit an incoming order that has been enteredeomainketplace
electronically to be marked as fill-or-kill;

(b) immediately and automatically execute an ordekethas fill-or-kill
against the displayed volume;

(c) immediately and automatically cancel any unexetptetion of an order
marked as fill-or-kill without routing the order elsewhere

(d) immediately and automatically transmit a respaogbe sender of an
order marked as fill-or-kill indicating the action takeith respect to the
order; and

(e) immediately and automatically display informatibat updates the
displayed order to reflect any change to its materiaiger

“calculated price order” means an order for the purchasale of an exchange-
traded security, other than a derivative, that is edten a marketplace if the
price of that security

(a) is not known at the time of order entry; and

(b) IS to be calculated based on, but will not necégdae equal to, the price
of that security at the time of execution;

“closing price order” means an order for the purchaselerosan exchange-
traded security, other than a derivative, that is

(a) entered on a marketplace on a trading day; and

(b) subject to the conditions that



0] the order be executed at the closing sale prickabfdecurity on
that marketplace for that trading day; and

(i) the order be executed subsequent to the establishohtre
closing price;

“inter-market sweep order” means a limit order forphechase or sale of an
exchange-traded security, other than a derivative,

(a) entered on or routed to a marketplace to be extagiEnst a protected
order; and

(b) identified as an inter-market sweep order; and

at the same time that it is entered or routed, emeave additional limit orders
are routed, as necessary, to a marketplace to execinstapa displayed volume
of any other protected order on that marketplace withtaretice than the
protected order referred to in paragraph (a);

“non-standard order” means an order for the purchasdeoofsan exchange-
traded security, other than a derivative, that is edten a marketplace and is
subject to non-standardized terms or conditions relatedttlement that have not
been set by the marketplace on which the securitgtedlior quoted;

“protected bid” means a bid for an exchange-traded secutisy, titan a
derivative,

(a) that is displayed by a marketplace that has aueshfiahctionality; and

(b) about which information is provided pursuant to Part MIdf1-101 to an
information processor or, if there is no informationgassor, to an
information vendor that meets the standards set byudatéon services
provider;

“protected offer” means an offer for an exchange-ula®zurity, other than a
derivative,

(a) that is displayed by a marketplace that has aueshfiahctionality; and
(b) about which information is provided pursuant to Part MIdf1-101 to an
information processor or, if there is no informationgassor, to an
information vendor that meets the standards set bgudatéon services

provider;

“protected order” means a protected bid or protected offer; a



3

(4)

“trade-through” means the execution of a trade at a tiratess,

(a) in the case of a purchase, higher than any proteffead or

(b) the case of a sale, lower than any protected bid.

Part 4 is amended by adding the following as section 4.4:

“4.4 Reporting of Order Routing by Dealer— (1) A dealer shall publish, in a
meaningful, readily accessible and usable electronic tomdhmake available at
no cost for downloading from a website, a quarterly repo its routing of orders
when acting as agent during that quarter and shall includefaif@ving
information if securities are traded on more than oaeketplace:

(a) the identity of marketplaces where orders areerbubr execution,
including the percentages of orders routed to each margetpla

(i) at the direction or instruction of the clientgdan
(i) otherwise determined by the dealer; and

(b) a discussion of any material aspects of a deatet&ionship with a
marketplace including a description of any arrangements.

(2) A dealer shall, within 15 days of receiving a request feochient, disclose to the
client the identity of any marketplace where the clgemtrders were routed for
execution in the six months before the request, whetieedeéaler was specifically
instructed to route to a particular marketplace for exacutand the time of the
executions, if any, that resulted from such orders.

(3) This section is effective dmsert date six months after Effective Dat€]
Part 6 is repealed and replaced by:
“PART 6 — TRADE-THROUGH PROTECTION

6.1 Trade-through Protection— (1) A marketplace shall establish, maintain and
enforce written policies and procedures that are readpdasigned

(@) to prevent trade-throughs on that marketplace otherthiestrade-
throughs listed in section 6.2; and

(b) to ensure that the marketplace, when executingnaaction that
constitutes a trade-through listed in section 6.2, is deng compliance
with this Part.



(2) A marketplace shall regularly review and monitorédfiectiveness of the
policies and procedures required by subsection (1) and skefbtampt action to
remedy any deficiencies in such policies and procedures.

(3) At least 45 days before implementation, a marketaeaé provide to the
securities regulatory authority and, if applicable, éguiation services provider
the policies and procedures, and any material amendnoethissie policies and
procedures, established under subsection (1).

6.2 List of Trade-throughs — The following are the trade-throughs referred to in
paragraph 6.1(1)(a):

(a) the transaction that constituted the trade-througghexecutewhen there
were reasonable grounds to believe that the marketpisgkaying the
protected order that was traded through was experiencinigire fa
malfunction or material delay of its systems or pment;

(b) the transaction that constituted the trade-thrauaghthe execution of an
order identified as an inter-market sweep order;

(©) the transaction that constituted the trade-throvaghexecuted by a
marketplace that simultaneously routed an inter-markeépwrder to
execute against the total displayed volume of any protected that was
traded through;

(d) the marketplace displaying the protected order thatnadsd through had
displayed, immediately before the execution of thegsaction that
constituted the trade-through, a protected order with a tiratevas equal
or inferior to the price of the trade-through transawtio

(e) the transaction that constituted the trade-througghthe result of the
execution of

(1) a non-standard order;
(i) a calculated price order; or
(i)  a closing price order; and

M the transaction that constituted the trade-througb @xecuted at a time
when the best protected bid was higher than the best moteiter.

6.3 Inter-market Sweep Order Requirements- A marketplace or marketplace
participant responsible for the routing of an inter-masgkeeep order must take
all reasonable steps to ensure that the order is ammaidet sweep order.



(5)

6.4 Systems or Equipment Failure, Malfunction or Material Déay — (1) A
marketplace shall immediately notify all regulationvgges providers, its
marketplace participants and other marketplaces if thexdailure, malfunction
or material delay of its systems or equipment.

(2) When executing a transaction that falls within paxplyr6.2(a), and a
notification has not been sent under subsection (1grkeatplace that routes an
order to another marketplace shall immediately notify

(a) the marketplace that it has reasonable grounddi¢odé is experiencing
a failure, malfunction or material delay of its sysseor equipment;

(b) all regulation services providers; and

(c) its marketplace participants.

(3) When a marketplace participant has reasonable growuhedieve that a
marketplace is experiencing a failure, malfunction otemal delay of its systems
or equipment and routes an order to execute against a pdodedex on another
marketplace displaying an inferior price, the marketplacecggaant must notify

(a) the marketplace that may be experiencing a failuaéfunction or
material delay of its systems or equipment; and

(b) all regulation services providers.

6.5 Locked or Crossed Orders- A marketplace participant shall not
intentionally lock or cross a particular marketplacéhe market as a whole by

(a) entering on a marketplace a bid at a price thaeisame as or higher than
the best protected offer; or

(b) entering on a marketplace an offer at a priceishidte same as or lower
than the best protected bid.

6.6 Trading Hours — Each marketplace shall set the hours of trading to be
observed by marketplace participants.

6.7 Anti-Avoidance— No person or company shall route an order to an aegeha
guotation and trade reporting system or alternative tregdistgm that does not
carry on business in Canada in order to avoid executingsidsetter-priced
orders on a marketplace.”.

Part 7 is amended by:

€) repealing and replacing paragraph 7.2(c) with the following:



(6)

(7)

1.2

“(c) that the recognized exchange will transmit to tlygilaion services provider
the information required by Part 11 of NI 21-101 and any atifiermation the
regulation services provider considers necessary faethdation services
provider to effectively monitor the conduct of marketplaceigpants, and if
applicable, the recognized exchange; and”; and

(b) repealing and replacing paragraph 7.4(c) with the following:

“(c) that the recognized quotation and trade reportingesysvill transmit to the
regulation services provider the information required by Phiof NI 21-101 and
any other information the regulation services providesictems necessary for the
regulation services provider to effectively monitor tbeduct of marketplace
participants, and if applicable, the recognized quotatiortraé reporting
system; and”; and

() amending section 7.5 by striking out “under this Pamtf substituting
“under Parts 7 and 8”.

Paragraph 8.3(d) is repealed and replaced by:

“(d) that the ATS will transmit to the regulation giees provider the information
required by Part 11 of NI 21-101 and any other informatiomegalation
services provider considers necessary for the regulsgiices provider to
effectively monitor the conduct of ATSs and marketplagéi@pants; and”.

Section 9.3 is amended by striking out “IDA Policy SaCode of Conduct for
IDA Member Firms Trading in Domestic Debt Markets” andbstituting “IIROC
Rule 2800 Code of Conduct for Corporation Dealer Membend=Frading in
Wholesale Domestic Debt Markets”.

Effective Date — This Instrument comes into fonag*d.
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