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l. Introduction

The Canadian Securities Administrators (the G8Ave) have made amendments to National
Instrument 24101 Institutional Trade Matching and Settlemédntl 24-101 or the Instrument)
and Companion Policy 2801CP Institutional Trade Matching and Settlemef@ompanion
Policy or CP).

The key amendment tbe Instrument will maintain the current requirement to match DAP/RAP
trade$ by no later than noon on the business day following trade date (noon on T+1).
Specifically, NI 24101 will no longer provide for a transition to a requirement that DAP/RAP
tradesbe matched by no later than midnight on Trade date (midnight on T). We are also
amending the documentation requirement, the provisions governingvesiarn hemisphere
client trades, certain definitions and other provisions in the Instrument, includings R2%
101F1, F2 and F5. Corresponding amendments to the CP have also been made.

We note that we are not implementing other proposals described Motiuge and Request for
Comments published on October 30, 2009 (the CSA Request Noticegrticular, aproposal

to extend to 2 p.m. on T+1, for a transition period of two years, the current noon on T+1 deadline
for matching DAP/RAP trades, and a proposal to simplify the calculation of the 90% target for
exception reporting purposes.

Subject to Ministerinapproval, the amendments to the Instrument will come into force on July

1, 2010 in all CSA jurisdictions. Additional information regarding the implementation or
adoption of the amendments to the Instrument in each province or territory is includecein Ann

A. A list of the commenters, as well as a summary of comments and our responses to them, are
included in Annex B. Annex Containsa report of industry compliance with NI 2901. The
amending instrument for NI 2801 is in Annex D, with the correspondiblackline in Annex E.

The amending instrument for the Companion Policy is in Annex F, with the corresponding
blackline inAnnex G. Where applicable, Annex H contains local material.

' A DAP/RAP trade is a trade executed for a client account that permits settlement on a delivery against payment or receipt against
payment basis through the facilities of a clearing agency, and for which settlement is made on behalf of the client by a custodian
other than the dealer that executed the trade. See definition of “DAP/RAP trade” in section 1.1 of the Instrument.

2 See (2009) 32 OSCB 9059.



The materials are also available on websites of CSA jurisdictiariading:

www.lautorite.gc.ca
www.albertasecurities.com
www.bcsc.bc.ca
WWW.QOV.NS.ca/nssc
www.nbsecvmnb.ca
WWW.0SC.gov.on.ca
www.sfsc.gov.sk.ca
WwWw.msc.gov.mb.ca

Il. Background

The amendments were published on October 30, 2009 for-daY@@omment period. We
received 15 comment letters in response to the request for comments. We have considered the
comments received and thank all commenters for their submissions. We briefly discuss below
some of the key stakeholder comments and CSA decisions made in rdsgeetpooposed
amendments to NI 2201. More detail is provided in Annex B.

. Discussion

A. Key amendments
The CSA Request Notice had proposedieéfer the requirement to match a DAP/RAP trade no
later than the end of T by an additional period oé fyears (that is, from July 1, 2010 to July 1,
2015) . We had asked for stakeholdersé views
whether the requirement should be deferred indefinitely until such tiglelza markets shorten
their standard T3 settlement cycles. We had specifically sought input on the costs and benefits
of moving on July 1, 2015 to matching by midnight on T.

Most commenters were of the view that moving to the midnight on T deadline from the current
noon on T+1 deadline wa®njustified from a cosbenefit perspective without a clear indication

that the standard T+3 settlement cycle in North American capital markets would be shortened.
Many commenters felt that there was no inherent value or benefit from requiring institution
trade matching (ITM) by midnight on T compared to noon on T+1, given the standard T+3
settlement cycle.

While we still encourage industry to work towards a salane ITM goal, we acknowledge that a
regulatory requirement to achieve this goal may ngdorbe appropriate at this time. Industry
stakeholders appear almost unanimous in their view that it will take a compression of the
settlement cycle to provide both a strong business and regulatory rationale to invest in the
necessary resources and tecbgadal upgrades for moving to sarday matching. According to

the industry, in the current settlement cycle of T+3, there may be no clear benefit to matching
trades 12 hours earlier. While one commenter provided strong arguments thatlayame
matching woul further reduce settlement fails and batkce costs in the Canadian markets,
others indicated that it was not clear that matching trades 12 hours earlier would further mitigate
any settlement risk or further enhance current settlement efficiency.
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As there are no plans to shorten the T+3 settlement cycle in global markets at this time, we have
decided to maintain the current ITM noon on T+1 deadline. Therefore,-M024vill no longer

provide for a transition to an ITM deadline of midnight onHbweve, we would propose to
consider rantroducing themidnight on T matching deadline into the Instrumémtough
subsequent amendments if circumstances were to change. For example, as noted in the CSA
Request Notice, a change in circumstances would includdoatening of standard T+3
settlement cycles in global markets.

In the CSA Request Notice, we had also sought input on whether we gxterdl the current

ITM noon on T+1 deadline to 2 p.m. on T+1 for an interim period of two years. We had
suggested @it extending the current deadline by an additional two hours for two years may
provide market participants with additional time to address delays and other ITM challenges that
they are currently experiencing. However, most commenters were of the vieultti@igh well
intentioned, moving the current deadline to 2 p.m. on T+1 for two years might actually create
more hardship than help for market participants to achieve their ITM goals. The commenters
were almost unanimous in their view that such a charmddarequire firms to incur additional
costs, involve more scarce resources and be disruptive, only to have the industry revert back to
noon on T+1 in two years. Most commenters support maintaining the noon on T+1 target.
Another commenter noted that a nge in the matching deadline, from 12:00 p.m. to 2:00 p.m.

on T+1, would not make a material difference in matching rates for many of the participants. We
acknowledge these strong views, and consequently will not implement this proposal.

In addition, tle CSA Request Notice had sought input into a number of poterdiatrywide
infrastructure issues. We noted that a large number of dealers and advisers that actively trade on
a DAP/RAP basis in Canada seemed unable to match 90% of their institutioitaltegles by

noon on T+1 due in part to such industvide infrastructure issues, which in turn directly
impacted the adequacy of their ITM policies and proced&i@sexample, we had suggested that

if ITM processing could continue beyond the 7:30 mystem shutdown time at CDS Clearing

and Depository Services Inc. (CDS) until later in the evening, more-mnadiehing parties and

their service providers might be willing to tighten their policies and procedures, including
shifting their resources andcenfiguring their systems, to complete the ITM processes in the
evening of T rather than in the morning of T+1. In the CSA Request Notice, we had asked what
would be the costs and benefits of extending the current industry ITM processing times to allow
market participants to process their trades beyond the CDS 7:30 p-off tmte until later in

the eveningon T.

Most commenters questioned the need to change the current CDS 7:30 p.m. system shutdown
time to a later time in the evening. They shared tke/\expressed by CDS that the closedown

of its online system for approximately two hours or less does not have a negative impact on
matching rates. CDS stated that, once the system is back up after the closedown period, there is
sufficient time to processllatrade instructions received during the closedown period and
typically well before the 11:59 p.m. deadline for exfdl’ matching. It added that there could be

many downstream i mpacts on changing the timin
on external participants, service bureaus and vendors. It further suggested that, unless a complete
endto-end review is undertaken by all affected parties in the processing chain to determine the
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operational i mpacts and c oscessingaschedolas,iitavoudbe wi t h
difficult to ascertain whether there is an overall benefit to be achieved by the industry.

We had also suggested that ihability to track norwestern hemisphere trades may have had an
adverse effect foomance oraihgesonse do needlédslypcemplete and deliver
guarterly exception reports on Form-2d1F1 and that, i§pecific trade identifiers were made
available, certain dealers might be able to demonstrate that at least 90% of their trades in a
guarterwere matched by the deadline. In the CSA Request Notice, we had asked what would be
the costs and benefits of having a specific induside trade identifier to enable dealers to track

and segregate their navestern hemisphere trades from western hemaigptiades.

Most commenters addressing this question were of the view that the cost of building an-industry
wide specific trade identifier for distinguishing between western andwastern hemisphere

trades may not justify the investment required arkrobusiness costs involved. A number of
commenters also made the point that, from an operational perspective, in many cases it is unclear
how to identify the source of a trade.

B. Other amendments
In the CSA Request Notice, we hpbposed a number ofther amendments that were intended
to:

0 lessen the regulatory burden of certain requirements of the Instrument,

0 clarify certain provisions as a result of issues that were raised by stakeholders,
including during thediscussions of the CShdustry Working Group on NI 24
101 (Working Group)and

0 modify the ITM reporting requirements of clearing agencies and matching service

utilities (MSUs) under the Instrument.

Stakeholders who provided feedback on such other amendments were generally in favour of
them, in part because of the aboveedotonsiderations. We discuss the final amendments
below.

(a) Amending the quarterly exception reporting requirement
Because of our decision to maintain indefinitely the current ITM noon on T+1 deadline; NI 24
1016s transitional ired.| As a result, iwé arennmaking then figllewing b e r
amendments to the Instrument:

T References to Athe end of To and At he
are being changed to Al1l2 p. m. (noon)
respectively.

1 Asproposedn t he CSA Request Notice, the re
4 of the Instrument governing the exception reporting requirement are being
changed to A90 per cento.

In the CSA Request Notice, we had proposed to amend the Instrument, including Exiibit A
Form 24101F1,to simplify the method for determining the 90 per cent threshold for exception
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reporting by (i) eliminating the need to determine the threshold based on the total value of equity
trades (thus retaining the total number of trades methdg fon equity trades) and (ii)
eliminating the need to determine the threshold based on the total number of debt trades (thus
retaining the total value method only for debt trades). While some commenters supported this
proposal, others suggested the changere not usefulThe industry is currently using both
methods for determining the threshold for both equity and debt securities trades, and have built
their reporting processes to measure both volume and value. Some stakeholders suggested that
this chang will not have a positive effect on most market participants, and may even be
counterproductive as many market participants use the processes currently in place for purposes
beyond compliance with NI 2201 and will continue to calculate both regardleds o
modifications to the regulatory requirements. As a result of these comments, we have decided
not to proceed with these proposed amendments.

However, CSA Staff will, in consultation with the Working Group, consider making further
amendments to Exhibits &d C of Form 24.01F1 later this year.

(b) Amending the pe-DAP/RAP trade execution documentation requiremeratsd
related key definition
As proposed in the CSA Request Notice, we are making the following amendments to the
Instrument:

0 The definition offit r-matec hi ng partyo in Part 1 o
amended in two ways. First, paragraph (a) of the definition is being amended
to include a registered adviser only where it is acting for the institutional
investor inprocessinghe trade.

Secad, paragraph (b) of the definitiois being amended by excluding
institutional investors that are (i) individuals or (ii) persons and companies
with total securities under administration or management not exceeding $10
million. The language for the lattexclusion is different from the version
proposed in the CSA Request Notice. We made a slight modification to ensure
that the language is similar to existing paragraph (5) of the definition

Al nstitutional Customero in tee deal
Industry Regulatory Organization of Canada (IIROC). One commenter had
suggested that, under the proposed language described in the CSA Request
Notice, dealers would have an additional responsibility to monitor their
clients6 accoundmigsistration oransasageiment ofi lass thanr a
$10 milliono. As dealers are already
the accounts of nemdividuals with total securities under administration or
management exceeding $10 million, we do not expect this &m laelditional

burden for dealers.

0 Sections 3.2 and 3.4 of the Instrument are being amended to make it clear that
the documentation requirements of such sections support, and are part of, the
primary ITM policies and procedures requirements of sections 3.1 and 3.3 of
the InstrumentThe dafting of the amendments to sections 3.2 and 3.4 differs
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slightly from the text in the CSA Request Notice, but no substantive change is
intended.

(c) Amendments to the provisions governing narestern hemisphere institutional
investors
As proposed in the CSRequest Notice, we are making amendments to subsections 3.1(2) and
3.3(2) of the Instrument to clarify that they applyato institutional investor whossettlement
instructionsare usually made in and communicated outside the geographic region spacified
those subsections. The geographic region specified in those subsections is presently described as

the fAwestern hemisphereo. We agree with a nt
sufficiently precise. Consequently, we are amending thdsgestions so that the geographic
regime is described instead as the #ANorth Am

States, Mexico, Bermuda and the countries of Central America and the Caribbean. In the context
of the Canadian markets, it is appriefe to distinguish trades in this region from trades
elsewhere in order to apply the different ITM deadlines of Part 3.

(d) Amendments to clarify certain other definitions and concepts and to modify
Forms 24101F2 and F5
As proposed in the CSA Request Neti we are making nesubstantive amendments to the
definitions of ificl earing agencyo, Ai nstitutioc
paragraph (f) of section 2.1, Forms-Pd1F1, 24101F2 and 24.01F5, and other minor changes.
Blackline versios of the Instrument and CP reflecting these amendments are in Annexes E and
G.

C. Other stakeholder comments
The summary of comments and responses in Annex B describes other comments made by
stakeholders. A number of stakeholders acknowledged thevpasiipact of NI 24101 on ITM
and settl ement processes in Canada. They sup
framework for the timely and efficient processing and settlement of trades.

We had noted in the CSA Request Notice that NIL@2Z mayhave contributed to the overall

decline of the failgo-deliver rates in Canada since April 2007, when the Instrument came into

force. We had also noted that NI-201 contains, in addition to the ITM requirements, a
principle-based settlement rule tha&quires registered dealers to establish, maintain and enforce
policies and procedures designed to facilitate settlement of trades by no later than the standard
settlement date, which is typically T+3. We had explained that, while we are not proposing any
amendments at thistimetoNI24016s settl ement rul e, a wor ki ng
a number of CSA jurisdictions and 11 ROC is a:
trade settlement discipline regime may need to be strengthened timflighcent international
developments. We had sought comments in the CSA Request Notice on whether our settlement
discipline regime may need to be strengthened, including whether-Ni®24 6 s set t | e men
should be amended.

Unfortunately, we receivetkw comments on this topic. However, one commenter suggested

that, in their experience, on a daily average over a six month time frame, fully 99% of a given
daybés trades are settled by the contractual
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remainng one per cent of unsettled trades (fails), three quarters of these trades were confirmed

by their counterparties, but placed on hold by the same counterparties for lack of funds or
securities suggesting that Ilanteg bettleamartt oflanyn g r &
given trade. Another commenter, however, made strong arguments thatiaartieM and

improved levels of automation lead to reduced operational risk and improved settlement
efficiency.

D. CSA Staff Report
At the same time as we gpablishing this notice and the final amendments to the Instrument and
CP, we are publishing iAnnex Ca r epor t o findingsSoA an @ralgsis foféthe data
from the quarterly exception reports submitted by registered firms on Feffi12E1, and frm
quarterly reports submitted by CDS and an MSU on FormB024F2 and F5, respectively. The
report also contains some highe v e | observations of CSA Staffao
including discussions witthe Working Group

E. Repeal or revocationof local transitional rules or orders
The amendments will mean that the extended transitional {oh@&giods that were put in place
in 2008 by local rules or blanket orders in the various jurisdictions are no longer
necessaryConcurrent with the amendmts coming into force, each of the jurisdictions will
repeal or revoke its local rule or blanket order, as the case majere applicable, full details
of the specific rules or blanket orders impacted in each jurisdiction are set out in Annexd to thi
Notice. In Alberta this will mean the revocation dilberta Securities CommissioBlanket
Order 24501 National Instrument 2401 - Institutional Trade Matching and Settlement
Extension of Transitional Phase Period2008 ABASC 170

F. CSA Staff Notice 24305
As a result of the amendments to the Instrument and CP, CSA Staff propose to amend and
republish CSA Staff Notice 2805 Frequently Asked Questions About NI -- Institutional
Trade Matching and Settlement and Related Companion Rateyhis year

V. Questions
Please refer your questions to any of the following:

Maxime Paré Alina Bazavan

Senior Legal Counsel Data Analyst

Market Regulation Market Regulation

Ontario Securities Commission Ontario Securigs Commission
(416) 5933650 (416) 5938082
mpare@osc.gov.on.ca abazavan@osc.gov.on.ca
Leslie Pearson Lorenz Berner

Legal Counsel Manager, Legal

Market Regulation Market Regulation

Ontario Securities Commission Alberta Securities Commission
(416) 5932362 (403)3553889

Ipearson@osc.gov.on.ca lorenz.berner@asc.ca
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Serge Boisvert

Analyste en réglementation
Direction de la supervision des OAR
Autorité des marchés financiers
(514) 3950337 poste 4358
serge.boisvert@lautorite.qc.ca

Paula White

Senior Compliance Officer
Manitoba Securities Commission
(204) 9455195
paula.white@gov.mb.ca

Shirley P. Lee

Director, Policy and Market Regulation
Nova Scotia Securities Commission
(902) 4245441

leesp@gov.ns.ca

Dean Murrison
Deputy Director

Saskatchewan Financial Services Commissi

(306) 7875879
dean.murrison@gqov.sk.ca
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Mark Wang

Manager, Policy and Exemptions
Capital Makets Regulation Division
British Columbia Securities Commission
(604) 8996658

mwang@bcsc.bc.ca

Jason Alcorn

Legal Counsel, Regulatory Affairs

New Brunswick Securities Commission
(506) 6437857
jason.alcorn@nbscvmnb.ca

Barbara Shourounis
Director, Securities Division

Saskatchwan Financial Services Commissio

(306) 7875842
barbara.shourounis@qov.sk.ca




ANNEX A
Implementation of Amendments to NI 24101

The amendments to NI 2ZW01 will be implemented as:
0 a rule in each of Alberta, British Columbia, Manitoba, Newfoundland and

Labrador, Nova Scotia, New Brunswick, Ontario, the Northwest Territories, the
Yukon Territory, Nunavut and Prince Edward Island;

O«

a regulation in Québec; and
0 a commission ragation in Saskatchewan.

In Ontario, the amendments and other required materials were delivered to the Minister of
Finance ormApril 15, 2010 The Minister may approve or reject the amendments or return them
for further consideti#on. If the Minister appreesthe amendments (or does not take any further
action), the amendments will come into force on July 1, 2010.

In Quélec, the amending instrumentdsregulation made under section 331.1 of The Securities
Act (Québec) and must be approved, with or withemmendment, by the Minister of Finance.
The amending instrument will come into force on the date of its publication in the Gazette
officielle du Québec or on any later date specified in the regulation. It is also published in the
Bulletin of the Autoritédes marchés financiers.

In British Columbia, the implementation of the amending instrument is subject to ministerial
approval. Provided all necessary approvals are obtained, British Columbia expects the amending
instrument to come into force on July D1D.



ANNEX B
Summary of Public Comments and CSA Responses
on NI 24-101 and the Companion Policy

List of Commenters

CoNoOrWNE

Glenn MacPherson

Omgeo

Northern Trust Company

RBC Dexia Investor Services

State Street Corporation

CIBC Mellon

Investment Industry Association of Canada
RBC Dominion Securities Inc.

CDS Clearing and Depository Services Inc.
Mackenzie Financial Corporation
Investment Counsel Association of Canada
TD Waterhouse

CIBC

Laurentian Bank

B. White



Summary of Comments and Responses

Annex B

Summary of Comments

CSA Response

General comments

Nine commenters supported the ongoi
efforts of the CSA to enhance the efficiency
institutional trade matching (ITM) processe
They also recognizethe positive impact thai
NI 24-101 has had on ITM rates since i
implementation in 2007.

In particular, some commenters acknowledg
the benefits of the Instrument, which strives
mai nt ai n Canadaods n
reduce credit risk, decreasgerational risk,
and increase productivity. During the past fi
years, significant industry progress has be
achieved for both trade entry and tra
confirmation rates. The Instrument has mad
positive impact on business conduct practic
and overall risk management of al
counterparties involved. In spite of th
dramatic improvements in ITM rates, oth
commenters stressed that there is more wor
be done to meet the current matching rates.

One commenter suggested that market turn
in the past tw years has demonstrated th
principlesbased rules are inadequate ar
consequently, the CSA should adopt a n
prescriptive approach in this area.

Two commenters were of the view that defin
penalties for noitompliance with NI 24101

should be conseted by the CSA. An
alternative would be to encourage compliar
with the Instrument through public reporting
the names of registered firms that have {

lowest matching rates.

We thank the commenters for their rema|
on the CSAGs ongoin
framework for the timely and efficier
processing and settlement of trades.

As a principlesbased rule, NI 2401 was
sucessful in encouraging mark
participants to address middle and b;
office issues and generally improvil
clearing processes and systems. Statistic
the ITM rates improved significantly for bo
debt and equity trades since
implementation of thénstrument in 2007.

We note that a violation of the requireme
of NI 24101 is a breach of provinci;
securities laws, which can lead to, amg

other things, penalties, fines a
administrative costs.
We share the commen

operation among the regulators is importa
and the CSA will continue to work wit
[IROC and OSFI where appropriate.
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Annex B

Summary of Comments

CSA Response

One commenter encouraged -@peration
among the regulators of the tradeatching
parties- the CSA for advisers, the Investme
Industry Regulatory Organization of Cana(
(IROC) for dealers, and the Office of th
Superintendent for Financial Institution
(OSFI) for custodiansto ersure that all trade
matching parties are conyohg with their
obligations under NI 24.01.

Question 17 For what period should the requirement to match no later than the end of 1
be deferred? Should the requirement be deferred indefitely until such time as global
markets shorten their standard T+3 settlement cycles? Please provide your reasons.

Eleven commenters were of the view that t
requirement to match no later than the end g
be deferred indefinitely until such time &
North American markets shorten their stands
T+3 settlement cycles. Reasons cited includ

1 Only a compression of the settleme
cycle would provide the busineg
rationale to invest in the necessa
allocation of resources for th
necessary technologicaipgrades. In
the current settlement cycle there is
clear benefit to matching trades 1
hours earlier: it is unclear how it woul
mitigate any settlement risk or furthe
enhance current settlement efficiency
The Instrument was originally intende|
to address the potential of a shorteng

settlement cycle; however, th
likelihood of such an event ha
diminished in recent vyears. A

indefinite extension of the curren
matching requirement would eliminat

While we still encourage industry to wo
towards a samday ITM goal, we
acknowledge that a regulatory requiremen
achieve this goal may no longer
appropriate at this time. As there are
definite plans to shorten the T+3 settlem
cycle in global markets, we have decided
maintain the current ITM noon on T+
deadlire. Therefore, NI 2401 will no
longer provide for a transition to an IT
deadline of midnight on THowever, we
would propose to consider-netroducing the
midnight on T matching deadline into t
Instrumentthrough subsequent amendme
if circumstances were to change. Fd
example, as noted in the CSA Requ
Notice, a change in circumstances wo
include a shortening of standard T
settlement cycles in global markets.
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Annex B

Summary of Comments

CSA Response

the need for further deliberations on t
effectiveress of matching on T an
would allow dealers to utilize thei
technology resources more efficiently.
The current settlement rate / failure ra
does not justify the costs in relation {
the benefits.

Efficiencies gained from moving thg
matching requiremertb midnight on T
would be outweighed by potentig
technological and other costs related
advancing the matching deadline.
The Instrument has successful
promoted substantial improvements
the prerequisite trade reporting an
subsequent matching ratesAs global
markets continue to recognize T+
settlement cycles, the multilaterg
investments required to advance
trade date targets would be of limitg
value.

The Instrument loses credibility if i
continues to defer the deadline, a
therefore it shold be tied to the
settlement cycle. In the current TH
environment, the T+1 matching at nog
iS most appropriate as it is aggressi
yet allows for sufficient time for
researching unmatched transactions.
As the prime client of the MSUs, th
buy-side direts upgrades to processin
and will only hasten changes
regulated through assessable penall
or the compression of the settleme
period.

Two commenters expressed concern t
momentum may be lost and lead to
deterioration of the positive impactsf the
Instrument.
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Annex B

Summary of Comments

CSA Response

One commenter encouraged the CSA
shorten the proposed five year delay if it c
be done without introducing risk into the pos
trade process. The five year postponemen
viewed as a lengthy delay and introduces
risk that marke participants will relax their
efforts to make the necessary changes.

One commenter supported the amendment
the samalay matching target to 2015 becau
there is still room to optimize processes a
the use of matching engines in the currg
framewok.

One commenter recommended an analysis
undertaken by CDS and other parts of t
clearing and settlement chain prior to making
decision to defer permanently sawtey ITM.

Question 21 We seek as much information as possible from stakeholders on the saind
benefits of the requirement to match a DAP/RAP trade no later than the end of T
including any available empirical data. What would be the benefits of moving to matchin

by midnight on T on July 1, 20157

Ten commenters were of the view that the
were no benefits to moving to matching f
midnight on T in July 2015 for, among other
the following reasons:

1 Such a change can only be justified
a costbenefit basis by the compressiq
of the settlement period in Nort
America.

1 There was little or @ benefit to moving
to midnight on T, such as no significat
improvement to the efficiency of thg
settlement process or risk mitigatio
Moreover, the added costs fc
technology and manpower will b

We acknowledge the views of many who
not see an advantage to matching
midnight on T in the current financi
climate. In addition, we recognize that th¢
is little empirical data available.
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Annex B

Summary of Comments CSA Response

difficult to justify in the current
financial environmen

1 Small and miekized firms may be
negatively impacted in their overa
budget and ability to remain profitabl
owing to limited resources. It may b
cost prohibitive for such firms to meg
the requirements. One commenter w
unable to quantify the bengfiof
moving to matching on T as th
majority of risk was already mitigate
through the implementation o
technology to meet the current target.

1 One commenter cited the loy
percentage of fails as sufficient reas
not to incur added expenses throu
technobgy enhancements.

One commenter suggested significant savir
to date from the Instrument, as well ;i
potential additional savings from furthe
reducing fail rates in the Canadian market,
we moved to samday ITM. Sameday ITM

could contribute costawvings to the industry ol
a minimum $173.25 million CAD per yeat
Speeding up the affirmation rate would brix
the following benefits:

Fewer fails/reclaims/claims
Reduced operational burden
Reduced operational risk
Reduced market error risk
Lower costs, ncluding FTE costs (via
expanded capacity)
Higher rates of STP
Alignment with global regulatory
reform
1 Leverage investment in existin
technology
1 Higher customer satisfaction

=4 =4 -4 -4 -4

E
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Annex B

Summary of Comments

CSA Response

Question 37 What are the costs and benefits of extending the current industry ITM
processing times to allow market participants ¢ process their trades beyond the CDS 7:3

p.m. cut-off time until late in the evening on T?

The majority of commenters were not
favour of extending the current processi
times.

l

Reasons cited include the following:

There is sufficient time to medhe
current noon on T+1 trade matchin
targets.
Costs would be high to implemer
required technological modification
and increase staffing if CDS trad
processing were to extend past t
current 7:30 p.m. cut off time. Th
percentage of trades matched Vdohe
small, thus the benefits would b
minimal.

A majority of dealers say that the
would be unable to estimate fully th
potential costs they would incur if ther
is an extension of the CDS processi
times. Firms are limited by thg¢
availability of intenal and external
systems, the negative impact of havil
to staff for the extended time framg
and the potential inability to hav
contact and system availability wit
both clients and matching participan
for the trades. Also, the ability tc
process tragls beyond the CDS 7:3
p.m. cut off time will be dependent o
external systems providers, CD
limitations, as well as the assurance
the availability of contacts for al
market participants for the transaction

We acknowledge the comments stating
there would not be substantial improveme
in the current matching rates if the syst
were shut down later than 7:30 p.
Consequently, we are not pursuing t
matter at this time.
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Annex B

Summary of Comments

CSA Response

CDS does not expect a substant
improvement in the current matching rates
shutting the system down later in the evenit
The current 7:30 p.m. shutdown allows CDS
complete its overnight batch processes of
timely basis and aligns with the timelines
external partie3 participants, seice bureaus,
third party vendors, and exchanges.

Two commenters were of the view that mo
investigation is required because of t
multiple dependencies beyond institution
trade matching. One commenter did not se
link between the ITM process andetltCDS
process. While CDS processing is suspen
for batch processing, it does not preve
counterparties from completing the mat
affirmed process through an MSU.

Question 47 What are the costs and benefits of having a specific industiwyide trade
identifier to enable dealers b track and segregate their noAwvestern hemisphere trades

from western hemisphere trades?

The majority of commenters did not see
reason to impose a specific indusivide trade
identifier to segregate the trades. Reasons ¢
include the following:

1 There would be little benefit as th
distinction between these types
trades is done internally at
custodian level.

One commenter built internally th
necessary oversight tools to distingui
between these types of trades. The G
of building anindustry specific trade
identifier would significantly outweigh
any additional benefit.

The benefit does not justify the
investment required and the relate
operating costs involved. The majorit

th

Based on the comments received, we do
propose to pursue this matter.

However, we agree that the distincti
between western hemisphere trades and (¢
trades is confusing.Consequently, we hay
decided to amend the Instrument
distinguish trades in a defined Nof
American region from trades elsewhere.
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Summary of Comments

CSA Response

of trades are within North America an
many dealers alregdhave inhouse
systems and processes to deal with {
matter.

1 Nonwestern trade matching parties a
generally efficient and thus ar
confirmed on a timely basis.

1 CDS functionality may be limited anc
dependent on participant submissions

1 The process wdd be dependent on th
development of a unique identifier &
CDS, necessary system enhanceme
of all participants, and ensuring that tf
identifier is input on all transactions
Any related costs would be absorbed
all participants for the benefif only a
few. Consequently, an industry wid
trade identifier would be of little
benefit.

CDS proposes to work with its participants
make changes if requested. It is noted that
overall benefit would be more accura
reporting of matching rates.

Three of the commenters stated that 1
classification of western hemisphere and -n¢
western hemisphere trades should be chan
to North American and neNorth American
trades to alleviate confusion.

One commenter notes the lack of worldwi
standard ndustry mechanisms to identif]
location of market participants. Th
commenter urges regulators to participate
global discussions and work towards
internationally harmonized solution.

Only one commenter suggests a possi
benefit of cost reductionf iregistered firms
meet the target and do not have to f

exception reports.
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Summary of Comments

CSA Response

Question 517 Would extending the current requirement to match no later than noon on
T+1 to a new deadline of 2 p.m. oM+1 help address current ITM processing delays an(

problems for the next two years?

With only one exception, the commenters w
responded to this question did not support

extension of the requirement to match no la
than noon on T+1 to a neveddline of 2 p.m.
on T+1. Reasons cited include the following:

1 The costs to make the system chang
which in any case would be of a
interim nature and necessitate furth
costs for reverting back to the curre
noon on T+1 standard in July 2012.

1 The mmjority of advisers and dealer
with significant trading volumes woulg
prefer to use their scarce resources
improve the current matching rates.

1 The extension to 2 p.m. would not [
consistent with the purpose of th
Instrument, which is to reduce ris
(e.g., earlier detection and correction
erroneous transactions).

1 Moving the deadline temporarily
tarnishes the credibility of thg
Instrument as it appears to be flexib
and ever changing.

CDS noted that feedback it received sugges
concerns about thecosts for the initial
technology change and subsequent reverg
after the two year period expires. However,
noted that such a change may assist s
dealers in meeting the current targets. C
pledged to work with its participants t
implement the lsanges if necessary and stat
that the cost to CDS would be minimal.

addition, CDS would share with the Working

We acknowledge the strong views that f
change, on an interim basis, wol
necessitate further costs, and conseque
will not implement this proposal.
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Summary of Comments

CSA Response

Group its analysis of matching rates at bg
2:00 p.m.and 7:30 p.m.on T + 1.

One commenter was of the view that
permanent adjustme of the deadline to 1 p.m
would accommodate smaller firms that a
finding the current targets challenging, and 1
require further technology modifications i
two years.

Only one commenter viewed the propos
changes as beneficial by providing an fimte
step to meet the threshold and reduce
incidence of mandatory filings.

Other amendments

Exception reporting threshold percentages

Two commenters maintain that an eventy
move to matching at midnight on T should |
accompanied by a decrease in the match
threshold to a maximum of 80% to 85%. O
commenter is of the view that it would bere

economical and equally beneficial to redu
the matching target threshold rates rather tl
introduce an extended temporary time frar
parameter.

See our response to comments on Questi
above. As proposed in the CSA Requ
Notice, the referelcs t o A 95 p
4 of the Instrument governing the except
reporting requirement are being changed
A90 per cento.

Method for determining threshold percentage

A number of commenters who responded
the question noted that they would dlele to
provide reporting as set out in the propos
However, many registered firms woul
continue to measure both the total number
trades and total value of trades for both d¢
and equity. Reasons cited include t

following:

We have decided not to proceed with th
proposed amendments owing to the beng
of the current method for determinir
threshold percentages, as suggested
stakeholders.
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Summary of Comments

CSA Response

1 Both measurements haweerit: volume
is an indication of the quality of
processing and value is an indication
the impact for exceptions.

1 It will impede the ability of dealers tg
focus on clients who process a limiteg
number of equity trades with a larg
dollar value and aarge number of deb
trades for a small dollar value.

1 There will be new challenges in dealin
with clients who have few equity trade
with a large dollar value or a larg
number of debt trades with a smg
dollar value. The current forma
provides the lewage and momentun
to ensure accuracy and efficiency f
the timely matching of thesg
transactions.

1 Certain firms use the processes f
purposes other than measuris
compliance with NI 24101.

1 Any changes for reporting to client
would necessitate clienteseducation
which may not be perceived as
progressive use of limited resources.

Although one commenter supported ti
amendment with respect to equities, the sa
method should be applied to debt trades. Tri
matching is a transactional process a
therefore the value of the trade should be of
significance.

One commenter fully concurred with th
proposed modifications as value is a bet
measurement for debt trades as debt tr
volumes are generally low and are not go
indicators of efficient mahing. Conversely,
owing to the high number of equity trade
volume is a better indicator of efficien

matching than value.
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Summary of Comments

CSA Response

Another commenter agreed that the approg
was consistent with focusing on the areas
greatest risk. Registered firms shoutshttnue
to complete all of the reporting as initiall
required by the Instrument; however, reporti
to the regulators should be limited to n
meeting the prescribed targets based on
number of equity trades and the volume of d¢
trades respectively.

Amending the definition of trade matchirn
party

Six commenters supporthé amendment tg
clarify which parties fall within the definition
of trade matching party.

However, two of the commenters belie
further explanations may be warranted:

(&) Whether a duty is being imposed
dealers to monitor an institutional investor
ensure assets under administration
management are less than $10,000,000.

(b) The definition should be amended
include al | accoun
company other than

Paragraph (a) of the definition is bei
amended to includa registered adviser on
where it is acting for the institution
investor inprocessingthe trade. Paragrap
(b) of the definitionis being amended b
excluding institutional investors that are
individuals or (ii) persons and compan
with total searities under administration ¢
management not exceeding $10 millidrhe
language for the latter exclusion is differg
from the version proposed in the C¢
Request Notice. We made a slig
modification to ensure that the language

similar to existingparagraph (5) of th
definition Al nstit
dealer member rules of the Investm

Industry Regulatory Organization of Cana
(IROC). As dealers are already requir
under IIROC rules to monitor the accounts
nortindividuals with totd securities unde
administration or management exceed
$10 million, we do not expect this to be
additional burden for dealers.

Amending the trade matching documentati
requirements

Sections 3.2 and 3.4 of the Instrument
being amended to make it clear that
documentation requirements of such secti
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Summary of Comments

CSA Response

Three commenters were in agreement with
proposed amendments the trade matching
documentation requirements.

One commenter in particular noted tk
flexibility offered in circumstances where
counterparty has sound practices and but n
not understand the importance of completi
the trade matching agreement ooyding the
trade matching statement.

support, and are part of, the primary IT|
policies and procedures requirements
sectons 3.1 and 3.3 of the Instrument.

Provisions governing newestern hemispher
institutional investors

Two commenters agreed with the propos
amendments to include an institutional inves
whose settlement instructions are usually mg
in and communiated from a geographicg
region outside of the western hemisphere.

As proposed in the CSA Request Notice,
are making amendments to subsecti
3.1(2) and 3.3(2) of the Instrument to clar|
that an institutional investor whos
settlement instrctions are usually made i
and communicated from outside a defir
geographical region be included in thg
subsections.

In addition, we are amending the
provisions so that the defined geograp
region i s now des
Amer i ¢ an whick gill bz mefined in
the Instrument. We agree with a number

commenters who suggested that
difference between what is westg
hemisphere and what is nerestern

hemisphere is not clear.
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l. Purpose
The Canadian Securities Administrators staff (CSA staff or we) have prepared this report to
provide an update on the status of the indust

(ITM) requirements of N@onal Instrument 2401 i Institutional Trade Matching and
Settlemen(NI 24-101 or the Instrument).

Il. Background

NI 24-101 came into force on April 1, 2007 and became fully effective on October 1, 2007. NI
24-101 was developed to encourage more efficart timely settlement processing of trades in
securities, particularly the pettlement confirmation and affirmation procéssr matchingi

of an institutional trade.

The Instrument applies to registered dealers and advisers, and establishesTodriaatidies
and procedures requirements. This includes the requirement for registeréddiomsiplete and
deliver an exception report on Form-2@1 F1 (F1) for any calendar quarter in which less than
90% of their DAP/RAP trades (ITM target) were mateti by noon on the business day
following the day of the trade (noon on T+1).

In addition, under the Instrument, clearing agencies (CDS Clearing and Depository Inc., CDS)
and matching service utilities (MSUs) are required to submit quarterly data onMhactivity
of their participants.

CSA staff used the information required to be reported under the Instrument to assess the
industryodos I TM rates, including whether regis

Il Scope of the CSA report
This report ®amines:

0] the overall performance of the securities industry in matching 90% of their DAP/RAP
trades by noon on T+1, and

(i) the challenges faced by the industry in meeting the matching requirements under NI
24-101 and how industry has assessed and resohaddressed them.

V. Overall Findings

Our review of the data showed that while the industry has made steady progress in meeting the
ITM target since 2007, many market participants have reached a significant ceiling in their
ability to meet the ITM target.

3 Part 1 of NI 24101 defines registered firms as a person or company registered under securities legislation as a
dealer or adviser.

* NI 24-101 defines a DAP/RAP trade as a trade (a) executed for a client trading account that permits settlement on
a delivery or receipt against payment basis through the facilities of a clearing agency, and (b) for which settlement is
made on behalf of thelient by a custodian other than the dealer that executed the trade.
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CSA staff recognize that market participants have made concerted efforts to address the
challenges in meeting the ITM target. Based on the information provided by registered firms, it
appears that the most important challenge in meeting the ITM targe ommunication of

trade details between trade matching parties. This includes the means used by trade matching
parties to transmit trade orders and notices of execution, how the parties send and receive
allocations, and the timing of the exchange adérdetails between trade matching parties.

A number of tools may be used to further improve ITM rates, such as the adoption of order
management systems (OMS) or the use of MSUs, together with moving freof-dag batch
processing to more frequent inlay or reatime processing.

For instance, to capture trade allocations from advisers into internal systems, a dealer could use
electronic interfaces. An internal system would enrich the account information and trade detalils,
then send the trade detaits overnight processing into back office systems and on to CDS for
clearing and settlement processing. Similarly, the nature of the money management business
practically requires advisers to consider the full spectrum of connectivity to other tradengpatchi
parties. Their ITM rates depend upon their ability to improve electronic communication among
all trade matching parties so that the exchange of information is accurate, timely and involves
minimal human intervention.

The foll owing aalfedingsSA staffds gene

1. Chall enges remain in achieving the Instrum
particular, small volume institutional equity dealers and some medium and small value
debt dealers are well below the 90% ITM target.

2. For the past 15 onths, CDS industry data shows that the average percentage of trades
entered (submitted) at noon on T+1 into CDS has remained around 90% and the average
percentage of matched trades fluctuated from 80% to 86%. This indicates that market
participants haveeached a significant ceiling in their ability to meet the current ITM
target, or reaching the ITM target has become less of a focus.

3. Dealers have made significant progress in entering their trades at CDS on a timely basis.
However, more trades should te teported earlier in the day on T, giving counterparties
additional time to match trades before noon on T+1 or to resolve any trade matching
issues earlier. CSA staff noted the lack of progress made by small volume equity dealers
in both entering their &ades into CDS and matching their trades by the ITM target.
Among all debt dealers that submitted exception reports, small value debt dealers had the
most difficulties in reaching the ITM target.

4. In general, communication of trade details between tradehingt parties seemed to be a
major challenge for all registered firms.

5. Many registered firms that submitted exception reports stated that the limitation of

internal systems, such as lack of, or insufficient, automation of internal data processing
systems together with poor internal processes were other challenges they had to
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overcome. Some registered firms mentioned looking at alternatives to acquire new
technologies (such as an OMS) or improving connectivity with other trade matching
parties.

6. Our reviav of the qualitative information provided by registered firms in their F1
exception reports indicates that market participants have made concerted efforts to
address the challenges they faced in meeting the ITM rates. Most registered firms
reported thathey worked with counterparties, improved automation and hired and/or
trained existing staff to address many of the challenges.

7. Based on our review of Exhibit BRéasons for neonompliancé and Exhibit C $teps to
address delaysof the F1s, most registerdirms took meaningful steps toward meeting
the ITM target during the first two or three quarters after the implementation of the
Instrument. However, responses by registered firms in Exhibits B and C in the last four
quarters seemed to be repetitive.

V. Quantitative Analysis
We conducted quantitative analysis to assess:

1) Overall industry performance in achieving the ITM target, and
2) Progress of registered firms in achieving the ITM target.

a. Methodology

CDS data

To assess overall industry progress, G3#f used data provided by CDS to monitor ITM rates
since the implementation of the Instrument in 2007. CDS ITM rates are commonly accepted as
the industryds benchmar k. Whil e CDS dat a
registered dealers thateadirect participants of CDS, it does not provide any ITM information

for registered advisers.

Table A1 in the Appendix provides overall CDS ITM rates for both equity and debt based on
volume from April 2007 to December 2009.

F1 exception reports

We wed F1 exception reports to assess the progress of registered firms (that were required to
report) in achieving the ITM target. We structured our analysis by the type of registered firm that
submitted the F1 exception report (i.e. dealer or adviser) andyfie of security that was
reported (i.e. equity or debt).

We created the following four categories of registered firms:

1) equity dealer
2) debt dealer

3) equity adviser
4) debt adviser
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specific criteria. To assign a subgroup to:
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1 an equity dealer, we used the average number of institutional equity trades entered
into CDS for the review period,;
1 a debt dealer, we used the average value of institutional debt trades ente€@dSnto
for the review period;
1 an equity adviser, we used the average number of institutional equity trades matched
during the review period; and
1 a debt adviser, we used the average value of institutional debt trades matched during
the review period.

Table 1. Dealer and Adviser Categories

Category Large Volume | Medium  Volume | Small Volume
(Equity)/ Value | (Equity)/Value (Equity)/Value (Debt)
(Debt) (Debt)
Equity Dealer 40,000 trades 0 4,000 to less tha| Less than 4,000 trades
more 40,000 trades
Debt Dealer $10 billion or more | $100 million to lesg Less than $100 million
than $10 billion
Equity Adviser 5,000 trades or mor| 1,000 to less tha| Less than 1,000 trades
5,000 trades
Debt Adviser $2 billion or more | $100 million to less Less than $00 million

than $2 billion

For each category, we analyzed exception reports from January 2008 to the end of September
2009 (the period under review)This analysis is based on the accuracy of the information
provided to us through different reporting means.

b. Ovenll Industry Performance in Achieving the ITM Target
Since the implementation of the Instrument in April 2007, CDS quarterly submissions showed
that the industry made steady progress toward meeting the ITM target. CDS started measuring

the ITM rates at nao

on T+1

beginning

midnight on T was 23.48% and at noon on T+1 was 61.89%.

Currentl

t he

i ndustryos

I TM

n June 2007. At

rate at midni gh

(see Table AL in the AppendixThe improvement in the ITM rates at midnight on T and at noon
on T+1 is notable for both DAP/RAP equity and debt trades.

However, our review of the ITM data indicates that, despite significant progress since 2007, the

industry is not achieving the Instme nt 6 s

current

NnNoon on T+1 ma

> Prior to January 1, 2008 the ITM target was 80% of DAP/RAP trades matched by noon on T+1. Consequently, we
decided not to include exception reporting data prior to January 1, 2@08uinanalysis.
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data for equity shows that the ITM rate at noon on T+1 fluctuated from 82% to 87% during the
past 15 months and the ITM rate for debt remained around 81% to 83% during the same time
period. See Table&-2 and A3 in the Appendix.

Our review of the MSUs data indicates that the use of MSUs by registered dealers is limited in
the existing institutional trading environment. Based on the information we received, MSU
subscribers are currently using the ssgs of an MSU for processing equity trades only. Since
MSU reports began in October 2007, an average of more than 90% of equity trades processed
through the MSU have been matched and sent to CDS by midnight on T. This suggests that using
an MSU can signi€antly improve ITM performance.

Chart 1. Overall equity and debt ITM rates from CDS data based on volumé entered vs.
matched midnight on T

Percentag
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Matched
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Quarter Endin —— Matched Midn?ght onT

Chart 2. Overall equity and debt ITM rates from CDS data based on volumé entered vs.
matched noon on T+1
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c. Progress of Registered Firms in Achieving the ITM Target

1. Dealersi Equity Trading

The size of the firm appears to have an impact when trades are processed and matched. However,
size appears to have less of an impact on the submission of trades 81t&€ SR staff noted the

lack of progress made by small volume equity dealers in both entering their trades into CDS and
matching their trades by the ITM target.

Table 2. Equity dealers exception reports
The following table shows the number of F1 exceptigports submitted by dealers for equity
DAP/RAP trades during the review period.

F1s Submitted Equity Dealers by Volume Entered

Large Volume | Medium Volume | Small Volume | Total
Total F1s Submitteg 60 83 262 405
Average F1/Quarter 9 12 37 58

Chart 37 F1 Exception reports submitted by equity dealers (matched by volume)
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The data submitted by dealers that execute equity DAP/RAP trades shows that both large and
medium volume equity dealers manage to enter (submit) trades into CDS a similar perdentage o
their total equity DAP/RAP trades. However, they do not match at similar levels. The matching
levels of medium volume equity dealers are approximately 6 per cent less at noon on T+1 than
the large volume dealers. Small volume equity dealers entered if@d)minto CDS
approximately 83% of their equity DAP/RAP trades. Their matching levels are behind the first
two categories, at approximately 62%.

Table 3. F1 ITM equity ratesi equity dealers by volumé&

Large Volume | Medium Volume Small Volume
Equity Dealers Equity Dealers Equity Dealers
Entered | Matched | Entered | Matched | Entered | Matched

Average Entere(

by Noon T+1 88.14 88.44 82.70

Average Matche(

by Noon T+1 82.17 76.43 62.25

Table B in the Appendix provides more details on the ITM gquaites for dealers, showing how
the ITM rates changed from quarter to quarter during the review period.

2. Dealersi DebtTrading

Small and medium value debt dealers have difficulty meeting the noon on T+1 benchmark as
their matching rates are well belowetB0% ITM target. Among all debt dealers that submitted
exception reports, small value debt dealers had the most difficulties in reaching the ITM target.

Table 4. Debt dealers F1 exception reports
The following table shows the number of F1 exceptioromspsubmitted by dealers for debt
DAP/RAP trades during the review period.

F1s Submitted Debt Dealers by Value Entered

Large Value | Medium Value | Small Value Total
Total F1s Submitteq 74 63 107 244
Average F1/Quarter 11 9 15 35

% The Entered and Matched volumes are calculated as simple averages for the respective category.
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Chart 47 F1 excepion reports submitted by debt dealers (matched by value)
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The data submitted by dealers that execute debt DAP/RAP trades shows that large value debt
dealers entered (submitted) into CDS approximately 90% of their average dollar value traded,
and matchedmproximately 77% of all debt DAP/RAP trades by noon on T+1.

The small and medium value debt dealers reported that approximately 75% of their debt
DAP/RAP trades were entered (submitted) into CDS by the deadline. The medium value debt
dealers matched appdmately 61% of their debt DAP/RAP trades, while the small value debt
dealers only matched 41.5%.

Table 5. F1 ITM debt ratesi debt dealers by value

Large Value Medium Value Small Value
Debt Dealers Debt Dealers Debt Dealers
Entered | Matched | Entered | Matched | Entered | Matched
Average Entere(
by Noon T+1 90.48 75.00 74.19
Average Matche(
by Noon T+1 77.03 61.21 41.56

Table C in the Appendix provides more detail on the ITM debt rates for dealers, showing how
the ITM rates changed from quer to quarter during the review period.

1. Advisersi Equity Trading

Table 6. Equity advisers F1 exception reports

The following table shows the number of F1 exception reports submitted by advisers for equity
DAP/RAP trades during the review period.
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Equity Advisers by Volume Matched
Large Volume | Medium Volume | Small Volume | Total
Total F1s Submitteq 75 219 412 706
Average F1/Quarten 11 31 59 101

Chart 57 F1 exception reports submitted by equity advisers (matched by volume)
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The data providedybequity advisers shows that the ITM rates of large and medium volume
equity advisers are around 80%, while the rates of small volume equity advisers are slightly

under 70%.

Table 7. F1 ITM equity ratesi equity advisers by volume

Large Volume | Medium  Volume | Small Volume Equity
Equity Advisers Equity Advisers Advisers

Average  Matche(

by Noon on T+1 83.99 80.67 68.11

Table D in the Appendix provides more detail on the ITM equity rates for advisers, showing how

the ITM rates changed from quarter tadger during the review period.

2. Advisersi Debt Trading

Table 8. Debt advisers F1 exception reports

The following table shows the number of F1 exception reports submitted by advisers for debt

DAP/RAP trades during the review period.

Debt Advisersby Value Matched

Large Value Medium Value | Small Value | Total
Total F1s Submitteq 130 179 184 493
Average F1/Quarter 18 26 26 70
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Chart 6 7 F1 exception reports submitted by debt advisers (matched by value)
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Table 9. F1ITM debt ratesi debt advisers ly value
Large Value Medium Value Small Value
Debt Advisers Debt Advisers Debt Advisers
Average Matchec
9 76.90 68.05 59.44
by Noon on T+1

The ITM rates reported by large value debt advisers were around 77%, while medium and small
value debt advisers & below 70%.

Table E in the Appendix provides more detail on the ITM debt rates for advisers, showing how
the ITM rates changed from quarter to quarter during the review period.

VI. Qualitative analysis
The gqualitative analysis consisted of:

1) An analyss of the information registered firms provided in ExhibitR&asons for nen
complianceand Exhibit CSteps to address delagftheir F1 exception reports, and
2) Discussions with stakeholders.

a. Methodology

The CSA used information provided in Exhibit Bdaexhibit C of the F1 to conduct andepth
analysis of the reasons why registered firms did not meet the ITM target and how they addressed
any challenges relating to their internal and external processes. This analysis looks at the
challenges faced by dkers and advisers, irrespective of the type of security reported. We also
had discussions with some stakeholders to obtain additional information.
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CSA staff developed criteria for categorizing the information in Exhibits B and C of the Form
F1. The criteia categorize:

() the reasons why the registered firm was unable to achieve the ITM target for the calendar
quarter, and
(i) the steps the registered firm took during the quarter to address the delays.

In categorizing the reasons why the registdireas were unable to achieve the ITM target, CSA
staff considered internal and external processing issues, internal and external information
technology issues and other concerns raised by registered firms in Exhibit B of the F1.

In categorizing the stepsmken by registered firms to address delays, CSA staff considered
internal and external measures and any other additional information provided by registered firms
in Exhibit C of the F1.

This information provided to us in Exhibit B and Exhibit C of tHei§ subjective and may be
interpreted subjectively by CSA staff.

b. Analysis of registered f i romsndpldiiasnccuesos i aomd o
to address delayso in their exception repo
Dealers

Analysis of thke mpldanacred for non

In general, dealers indicated that a key challenge in meeting the ITM target is the communication
of trade details between trade matching parties. Many dealers mentioned that the exchange of
trade details between parties often contains insufficient ocimate data or is received too late

to be processed within established timelines.

Another problem noted by dealers was the limitation of internal systems combined with poor
processes and procedures that continue to be used within the firm. In partiooiar.equity
dealers stated that the volume of meestern hemisphere trading they execute was an
impediment in meeting the ITM target.

"The title of Exhi bit -cBonopfl itahrnec eF0l. i/Ass fidiesacswsnsse d oirn ntolne
the title to ExhibitBisbeng amended to read instead as fAreasons for
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Chart 7 7 Dealers- Exhibit B i main reasons for not meeting ITM target
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B Communication of trade details: Insufficient or innacurate data
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0O Non-Western hemisphere delays
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Analysis of the fisteps to address del ayso
Dealers have taken similar steps to address the delays. Many have worked with counterparties to
identify processes and that could be improved through either changes in internal systems or in
staff behaviour.

Other steps included:

1 increasing automatiowithin the firms to eliminate or replace previously manual processes
i training existing staff on NI 2401 requirements or adding new dedicated staff members
1 implementing and/or changing processes and procedures.

Chart 8 7 Dealersi Exhibit C T main steps to address delays
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O Implementaion and/or changes to processes and procedures
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Observations

Dealers consistently identified communication of trade details between trade matching parties as

an impediment in meeting the 90% matching on T+1 noon. Information they receive from
counterparties is often inaccurate, fffigient or transmitted late when compared to their trade
processing schedul e. A dealerdés counterparty
details of the trade and, after the trade is executed, the allocations for the respective trade and the
awi serd0s designated custodian who needs to co
trade details and allocations by phone, fax or email. As a result, custodians are late in affirming
trade detalils.

Dealers noted that their internal processasdnto be automated. For instance, a firm should use
electronic interfaces to capture trade allocations from advisers into internal systems. The internal
system enriches the account information and trade details then sends the trade details for
overnight pocessing into back office systems and on to CDS for clearing and settlement.

Another factor for some dealers is the amount ofwestern hemisphere traditigey execute.

One of the concerns expressed is the inability to track or segregate DAP/RARotigiheting

from nonwestern hemisphere clients or counterparties because CDS and back office services
providers do not facilitate the tracking of this information. Also, many dealers believe that other
trade matching parties are generally responsibletfmdes not meeting the noon on T+1
matching threshold.

Advisers

Analysis of t ke mprldanacred for non

In general, advisers indicated that their main challenge was communication of trade details
between trade matching parties. They also notedthleat ability to identify the bottlenecks in

the institutional trade process depends on the quality of the information received from the trade
matching parties that provide their ITM performance data.

Many advisers mentioned that without sufficient exjitions, they could not investigate delays
appropriately. Some stated that insufficient or unclear ITM information provided by
counterparties makes it difficult to identify why the trade processing is obstructed.

Another challenge for advisers is theoodination of data transmission between trade matching
parties. They remarked that their ability to meet the ITM rate depends on the timeliness of the
exchange of trade details between parties that are, in general, outside their control.

Advisers also mdioned that poor internal processes were an issue.

#3454719
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Chart 97 Advisersi Exhibit B T main reasons for not meeting the ITM target
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Analysis of the Asteps to address del ayso
Advisers reported working with counterparties to uncover the causes of the deldys
matching process. Some advisers initiated an investigative process where they would analyze the
information provided by counterparties and monitor how the matching process takes place to
discover any bottlenecks.

Other advisers encouraged coungéeties to communicate and solve any issues related to the
timeliness of data transmission. Many advisers noted efforts to improve automation through
adoption of OMSs or enhancements in existing internal systems. They also reported the
implementation of newpolicies and procedures or changes to existing ones and training or
adding new dedicated staff (see Chart 4).

Chart 107 Advisersi Exhibit C 7 main steps to address delays
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Observations

Communication of trade details was the most difficult challenggsexd faced. An important

step in addressing this challenge was to increase automation of internal processes and improve
connectivity with trade matching parties.

Advisers also noted that identifying existing bottlenecks in data processing was arainhport
item on their agenda. They worked with counterparties to clarify where trades are obstructed and
encouraged counterparties or other tpedty service providers to communicate and address any
issues related to the timeliness of data transmission.

C. Discussions with stakeholders

CSA staff had discussions with market participants, service providers, industry groups and other
stakeholders to obtain feedback on the challenges of meeting the ITM target, understand the
efforts to improve their ITM perforance rates, learn about any ongoing issues/problems with
ITM requirements, and generally, to discuss broad issues associated witi0ll.24

In general, we found that NI 2401 has encouraged market participants to improve ITM middle
and back office intemal functions. For example, many market participantengineered and
automated their processes.

However, less progress appears to have been made with external connectivity. Dealers noted that
a recurrent issue is the high volume of trade informatiorived by phone, fax or email. This

may be related to the concern expressed by advisers about the cost of adopting an OMS. Another
issue consistently raised by dealers was the delay in receiving allocation of trades.

Some advisers expressed concernseatabk of use of MSUs, especially among dealers. Certain
dealers also noted the high cost of using an MSU, which is similar to the concern of advisers
about the high cost of acquiring an OMS.

VII.  Conclusion

CSA staff recognize that market participants havaden concerted efforts to achieve the

l nstrument és current noon on T+1 matching ta
2007, the industry has made steady progress in meeting the ITM target. However, despite these
efforts many market participant@ave reached a significant ceiling in their ability to meet the

| TM target. CSA staff wildl continue to monit
target.
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Table A-1. Overall ITM rates (equity and debt) from CDS data based on volumeé
percentage entered into CDS and matched during the quarter
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Quarter Entered Matched

Ending: Midnight T Noon T+1 Midnight T Noon T+1
Apr-2007 39.72 - 14.3 -
Jun2007 55.32 81.7 23.48 61.9
Sep2007 59.74 81.8 25.18 64.8
Dec2007 56.34 82.9 29.28 72.3
Mar-2008 67.69 86.7 34.84 78.4
Jun2008 66.48 87.5 34.62 80.6
Sep2008 65.97 88.1 34.96 80.9
Dec2008 69.78 88.3 42.72 82
Mar-2009 70.55 90.8 44.59 84.8
Jun2009 73.96 90.7 48.24 85.2
Sep2009 73.45 91.4 45.47 86.3
Dec2009 71.43 90.2 45.24 84.7

Table A-2. Overall ITM rates (equity only) from CDS data based

entered into CDS and matched during the quarter

on volumé percentage

Quarter Entered Matched

Ending: Midnight T Noon T+1 Midnight T Noon T+1
Apr-2007 39.5 - 13.1 -
Jun2007 53.5 81.2 21.7 629
Sep2007 58.2 81.2 22.4 65.1
Dec2007 54.4 82.9 27.2 73.0
Mar-2008 66.5 86.4 32.3 78.4
Jun2008 65.5 87.5 32.7 81.1
Sep2008 64.1 87.8 32.0 80.1
Dec2008 69.2 88.1 41.3 82.2
Mar-2009 69.6 90.9 42.5 85.4
Jun2009 73.7 90.9 46.6 85.9
Sep2009 73.0 91.6 43.5 86.8
Dec2009 70.6 90.3 43.4 85.2
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Table A-3. Overall ITM rates (debt only) from CDS data based on volumé percentage
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entered into CDS and matched during the quarter
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Quarter Entered Matched

Ending: Midnight T Noon T+1 Midnight T Noon T+1
Apr-2007 41.0 - 20.9 -
Jun2007 63.2 83.5 31.4 57.5
Sep2007 67.0 84.8 38.6 63.5
Dec2007 66.0 82.6 39.6 68.8
Mar-2008 74.1 88.4 49.1 78.1
Jun2008 71.7 87.2 45.6 77.9
Sep2008 76.5 90.1 51.8 83.0
Dec2008 73.3 89.3 51.0 80.6
Mar-2009 75.4 90.1 55.4 81.8
Jun2009 75.5 90.0 55.9 82.1
Sep2009 78.9 90.8 56.3 83.2
Dec2009 75.7 89.3 55.5 81.7

Table B. ITM equity rates from F1si equity dealers by volumé

Quarter Large Volume | Medium Volume Small Volume
Ending: Equity Dealers Equity Dealers Equity Dealers
Entered | Matched | Entered | Matched | Entered | Matched
by noon| by noon| by noon|by noon|by noon|by noon
T+1 T+1 T+1 T+1 T+1 T+1
Mar- 2008 87.10 80.49 85.12 69.00 82.20 63.07
Jun 2008 87.23 80.60 88.88 74.54 87.74 59.55
Sep 2008 87.15 81.33 87.07 7563 81.65 61.54
Dec 2008 81.88 75.73 87.14 75.18 84.49 64.12
Mar- 2009 91.87 86.06 89.76 78.18 82.97 63.21
Jun 2009 90.14 84.09 90.80 80.56 85.19 65.18
Sep 2009 91.59 86.90 90.33 81.88 77.64 59.10
Average Entered 88.14 88.44 82.70
Average
Matche 82.17 76.43 62.25

¥ The Entered and Matched volumes are calculated as simple averages for the respective category.
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Table C. ITM debt rates from F1si debt dealers by value

Annex C

Quarter Large Value Medium Value Small Value
Ending: Debt Dealers Debt Dealers Debt Dealers
Entered | Matched | Entered | Matched | Entered | Matched
by noon| by noon| by noon|by noon|by noon|by noon
T+1 T+1 T+1 T+1 T+1 T+1
Mar- 2008 89.68 73.27 72.77 59.50 76.96 49.67
Jun 2008 86.22 72.37 64.38 54.47 76.74 42.65
Sep 2008 90.74 78.25 83.71 58.40 77.57 53.09
Dec 2008 88.15 73.08 73.16 62.98 77.83 34.34
Mar- 2009 93.34 78.03 80.09 65.62 80.29 45.74
Jun 2009 93.23 81.06 76.56 59.71 67.00 33.63
Sep 2009 92.01 83.16 74.29 67.82 62.98 31.77
Average Entered 90.48 75.00 74.19
Average
Matched 77.03 61.21 41.56
Table D. ITM equity rates from F1si equity advisers by volune
Large Volume | Medium  Volume | Small Volume
Quarter Equity Advisers Equity Advisers Equity Advisers
Ending: Matched by Matched by Matched by
noon on T+1 noon on T+1 noon on T+1
Mar- 2008 81.14 73.96 64.41
Jun 2008 84.00 77.95 67.35
Sep 2008 85.61 82.93 69.09
Dec 2008 86.07 80.11 65.14
Mar- 2009 86.41 84.91 73.65
Jun 2009 80.69 79.73 66.34
Sep 2009 84.05 85.13 70.81
Average Matched | 83.99 80.67 68.11
Table E. ITM debt rates from F1si debt advisers by value
Large Value Medium Value Small Value
Quarter Debt Advisers Debt Advisers Debt Advisers
Ending: Matched by Matched by Matched by
noon on T+1 noon on T+1 noon on T+1
Mar- 2008 71.43 65.64 54.18
Jun 2008 72.16 62.73 52.09
Sep 2008 76.68 71.77 58.12
Dec 2008 76.21 66.07 6101
Mar- 2009 78.75 73.87 59.29
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Large Value Medium Value Small Value
Quarter Debt Advisers Debt Advisers Debt Advisers
Ending: Matched by Matched by Matched by

noon on T+1 noon on T+1 noon on T+1
Jun 2009 80.86 64.65 66.87
Sep 2009 82.20 71.59 64.51
Average Matched | 76.90 68.05 59.44
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ANNEX D

Amendments to
National Instrument 24-101Institutional Trade Matching and Settlement

National Instrument 24101 Institutional Trade Matching and Settlement is amended
by this Instrument.

Section 1.1 is amended by:
a. repl aauthonizgd fii n t h e dleafing agenay ownircoagnizéd ;
b. repl aci ng t hirestitutiondl investad i w in tfdibowindti e

oOinstitutional i nvestoro means a client
trading privileges by the dealer;

C. adding the definitiond Nor t h A me rasfollaws: r egi ono

ANorth American regiono mearmrs Beadaad a,
and the countries of Central America and the Caribbean;

d. replacing paragr aphs (rad¢matahing paftgb )wiotfh t he
the following:

(a) a registered adviser acting for the institutional investor in processing the trade,

(b) if a registered adviser is not acting for the institutional investor in processing
the trade, the institutional investor unless the institutional investor is

(i) an individual, or

(i) a person or company with total securities under administration o
management not exceeding $10 million,

| aci n gthadayonwhah adtrade is execied wher ever t hey
t he defT#l®,T+X o a 4B, wIldt h A

e. rep
in

Paragraph 2. 1(f) inaseameohadraitdal foogh f a teid mig A

Section 3.1is amended hy

a. replacingin subsection (1fithe end of © w12 gim. finoon) on T4 ;

b. replacing sibsection (2)with the following:



5.
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Despite subsection (1), the dealer may adapt its policies and procedueesiito p
matching to occur no later than 12 p.m. (noon) on T+2 for a DAP/RAP trade that
results from an order to buy or sell securities received from an institutional
investor whose investment decisiomssettlement instructiongre usually made

in and commuicated from a geographical region outside of the North American
region.

Section 3.2 is replaced by the following:

3.2

Pre-DAP/RAP trade execution documentation requirement for dealer$

A registered dealer shall not open an account to execute &RIBRRrade for an
institutional investor or accept an order to execute a DAP/RAP trade for the
account of an institutional investor unless its policies and procedures are designed
to encourage each tradeatching party to

(&) enter into a tradenatching greement with the dealer, or

(b) provide a tradenatching statement to the dealer.

Section 3.3 is amended by

a.

b.

(2)

replacingin subsection (1fithe end of © w12 gim. finoon) on T+d ;
replacing subsectiorf2) with the following:

Despite sbsection (1), the adviser may adapt its policies and procedures to permit
matching to occur no later than 12 p.m. (noon) on T+2 for a DAP/RAP trade that
results from an order to buy or sell securities received from an institutional

investor whose investme decisionsor settlement instructionare usually made

in and communicated from a geographical region outside of the North American
region.

Section 3.4 is replaced by the following:

3.4

Pre- DAP/RAP trade execution documentation requirement for adisersd

A registered adviser shall not open an account to execute a DAP/RAP trade for an
institutional investor or give an order to a dealer to execute a DAP/RAP trade for
the account of an institutional investor unless its policies and procedures are
designed to encourage each tradatching party to

(&) enterinto a tradenatching agreement with the adviser, or

(b) provide a tradenatching statement to the adviser.
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8. Part 4 is replaced by the following:
PART 4 REPORTING BY REGISTERED FIRMS
4.1  Exception reporting requirement

A registered firm shall deliver Form 2dD1F1 to the securities regulatory
authority no later than 45 days after the end of a calendar quarter if

@) less than 90 per cent of the DAP/RAP trades executed by or for the
registered firm during the quarter matched within the time required
in Part 3, or

(b)  the DAP/RAP trades executed by or for the registered firm during
the quarter that matched within the time required in Part 3
represent less than 90 per cent of the agtgegdue of the
securities purchased and sold in those trades.

0. Form 24-101F1 is amended by:

@ replacing REGHIMERED BIRMIBENTIRBICATION AND
CONTACT INFORMATION: 6 wi th the foll owing:

3aaAddress of register aghness:i rmbs principal

3b. Indicate below the jurisdiction of your principal regulator within the meaning
of National Instrument 3103 Registration Requirements and Exemptions

A Alberta

A British Columbia

A Manitoba

A New Brunswick

A Newfoundland & Labrador
A Northwest Territories
A Nova Scotia

A Nunavut

A Ontario

A Prince Edward Island
A Quebec

A Saskatchewan

A Yukon

3c. Indicate below all jurisdictions in which you are registered:

A Alberta
A British Columbia
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Manitoba

New Brunswick
Newfoundland & Labrador
Northwest Territories
Nova Scotia
Nunavut

Ontario

Prince Edward Island
Quebec
Saskatchewan
Yukon

It I D D D D Dy D

Form after

(b) replacing the portion of the
t h | TS0 with t

before e headi mgfollowihxHI B

Deliver this form for both equity and debt DAP/RAP trades together with Exhibits
A, B and C pursuant to section 4.1 of the Instrument, covering the calendar
guarter indicated above, within 45 days of the end of the calendar dtiarter

(a) less than 90 per cent of the equity and/or debt DAP/RAP trades executed
by or for you during the quarter matched within the time required in Part 3
of the Instrument, or

(b) the equity and/or debt DAP/RAP trades executed by or for you during the
guarter hat matched within the time required in Part 3 of the Instrument

represent less than 90 per cent of the aggregate value of the securities
purchased and sold in those trades. 0

(c) replacing the headindiEXHIBIT B 7 Reasons for noacomplianced with the
following:
Exhibit B i Reasons for not meeting exception reporting thresholds

10. Form 24-102F2 is amended by:

(@) replacing the portion ﬁabll-hlﬁquitﬁtcades‘) after
and befor eegagnh e wiwbhdt he foll owi ng:
Enterel into clearing agency by dealers Matched in clearing agency by custodians
# of Trades % $ Value % # of % $ Value %
Industry of Industry Trades Industry of Industry
Trades Trades
T
T+1-noon
T+1

T+2
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after

5
T+3
>T+3
Total
Table 20 Debt trades:
Entered into clearing agency by dealers Matched in clearing agency by custodians
# of Trades % $ Value % # of % $ Value %
Industry of Industry Trades Industry of Industry
Trades Trades
T
T+1-noon
T+1
T+2
T+3
>T+3
Total
(o) replacing the porti on BxhibitBhladivluwar m aft er
matched trade statist@and before the heading CERTI FI CATE OF
CLEARI NG A G#tht8eYfallowing:
Using the same format as Exhibit A above, provide the relevant information for
each participant of the clearing agency in respect of client trades during the
guarter that have been entered by the participant and matched withingheesm
indicated in Exhibit A.
11. Form 24-101F5 is amended by:
@) replacing the porti on dablel-hEquitytoades
and befor degénbe wiwdr d hie f ol | owi ng:
Entered into matching service utility by Matched in matching service utility by other
dealerusers/subscribers users/subscribers
# of % $ Value % # of % $ Value %
Trades | Industry of Industry Trades Industry of Industry
Trades Trades
T
T+1-noon
T+1
T+2
T+3
>T+3
Total

#3454719



Annex D

6
Table 20 Debt trades:
Entered into matching service utility by Matched in matching service utility by other
dealerusers/subscribers users/subscribers
# of % $ Value % # of Trades % $ Value %
Trades | Industry of Industry Industry of Industry
Trades Trades

T
T+1-noon
T+1
T+2
T+3
>T+3
Total

(b) replacing the porti on BxhbittDhledivilkar m af t er
matched trade statisttcs a n de bteH e r CERTHFICATE OR
MATCHING SERVICE UTILITY 0 with the foll owing:

Using the same format as Exhibit C above, provide the relevant information for
each user or subscriber in respect of trades during the quarter that have been
entered by the useanr subscriber and matched within the timelines indicated in
Exhibit C.

12.  This Instrument comes into force on July 1, 2010
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ANNEX E
Blackline Version of
National Instrument 24-101Institutional Trade Matching and Settlement

This is an unofficial consmation of National Instrument 2401 Institutional Trade Matching
and Settlemenwith the amendments in Annex D shown by black(ieebecome effective Jul
1, 2010) No part of this document represents an official statement of law. Text boxes
Annex are provided for convenience and do not form part of the National Instrument.

NATIONAL INSTRUMENT 24 -101
INSTITUTIONAL TRADE MATCHING AND SETTLEMENT

TABLE OF CONTENTS

PART TITLE

PART 1 DEFINITIONS AND INTERPRETATION

PART 2 APPLICATION

PART 3 TRADE MATCHING REQUIREMENTS

PART 4 REPORTINGREQWIREMENTS FORBY REGISTERED FIRMS

PART 5 REPORTING REQUIREMENTS FOR CLEARING AGENCIES

PART 6 REQUIREMENTS FOR MATCHING SERVICE UTILITIES

PART 7 TRADE SETTLEMENT

PART 8 REQUIREMENTS OF SELFREGULATORY ORGANIZATIONS AND
OTHERS

PART 9 EXEMPTION

PART 10 EFFECTIVE DATES AND TRANSITION
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24-101F1 REGISTERED FIRM EXCEPTION REPORT OF DAP/RAP TRADE
REPORTING AND MATCHING

24-101F2 CLEARING AGENCY 1 QUARTERLY OPERATIONS REPORT OF
INSTITUTIONAL TRADE REPORTING AND MATCHING



24-101F3

24-101F4

24-101F5

#3454719

Annex E

MATCHING SERVICE UTILITY T NOTICE OF OPERATIONS

MATCHING SERVICE UTILITY T NOTICE OF CESSATION OF
OPERATIONS

MATCHING SERVICE UTILITY T QUARTERLY OPERATIONS REPORT
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NATIONAL INSTRUMENT 24 -101
INSTITUTIONAL TRADE MATCHING AND SETTLEMENT

PART 1 DEFINITIONS AND INTERPRETATION
1.1  Definitions 8

In this Instrument,

Acl earing agencyo means,

@) in Ontario, a clearing agency recognized by trecwrities regulatory authority
under section 21.2 of tHgecurities Ac{Ontario),

(b) in Quebec, alearing house for securitiestherizedecognizedby the securities
regulatory authority, and

(c) in every other jurisdiction, an entity that is cargyion business as a clearing
agency in the jurisdiction;

Acustodi and means a person or company that
under a custodial agreement or other custodial arrangement;

ADAP/ RAP traded means a trade
(@) executed fom client trading account that permits settlement on a delivery against
payment or receipt against payment basis through the facilities of a clearing

agency, and

(b)  for which settlement is made on behalf of the client by a custodian other than the
dealerthat executed the trade;

Ainstituti on abridvesteaecientoof & deate¢hatrhas been granted
DAP/RAP trading privileges bsthedealer;

Amar ket pl aced has the same m&dd Marketglaceas i n
Operation
Amatg hdervice utilitydo means a person or ¢

for matching, but does not include a clearing agency;

iNort h Ameri can regi onbo means Canada, t he
countries of Central America and tharibbean;

Aregi stered firmo means a person or compan
dealer or adviser;



1.2

(1)
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At r-maltec hi ng agreemento means, for trades
institutional investor, a written agreement entered imwrag tradematching parties

setting out the roles and responsibilities of the tiaadéching parties in matching those

trades and including, without limitation, a term by which the tradéching parties agree

to establish, maintain and enforce policied anocedures designed to achieve matching

as soon as practical after a trade is executed,;

At rragltechi ng partyo means, for a trade exec
investor,

(@) aregistered adviser acting for the institutional invest@rocessinghe trade,

(b) if a registered adviser is not acting for the institutional invest@racessinghe
trade, the institutional investounless the institutional investor is

(i) an individual, or

i a person or companyith total secuties under administration or

management not exceeding $10 million

(c) a registered dealer executing or clearing the trade, or
(d)  acustodian of the institutional investor settling the trade;

At r-maltec hi ng statemento me a nes ,0on belalf of amr ades
institutional investor, a signed written statement of a trad&ching party confirming

that it has established, maintains and enforces policies and procedures designed to
achieve matching as soon as practical after a trade is executed;

~

ATO means the day on which a trade i s exec

AT+10 means t he n e xtheddromwhichasradeigexgetigdo | | owi n

T+20 means the secoth

3t

3t

T+30 means t heollowng

Interpretation d trade matching and Eastern Timed
In this Instrument, matching is the process by which
(@) the details and settlement instructions of an executed DAP/RAP trade are

reported, vefied, confirmed and affirmed or otherwise agreed to among the
tradematching parties, and



(2)

PART

2.1
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unless the process is effected through the facilities of a clearing agency, the
matched details and settlement instructions are reported to a clearing agency.

Unless the context otherwise requires, a reference in this Instrument to

(@)
(b)
2

a time is to Eastern Time, and
a day is to a twentfour hour day from midnight to midnight Eastern Time.

APPLICATION

This Instrument does not apply to

@

(b)

(©)

(d)

(e)

(f)

(@)
(h)
(i)

a trade in a security of an issuer that has not been previously issued or for which a
prospectus is required to be sent or delivered to the purchaser under securities
legislation,

a trade in a security to the issuer of the security,

a trade mde in connection with a takever bid, issuer bid, amalgamation,
merger, reorganization, arrangement or similar transaction,

a trade made in accordance with the terms of conversion, exchange or exercise of
a security previously issued by an issuer,

a trade that is a securities lending, repurchase, reverse repurchase or similar
financing transaction,

a tradein _a security of a mutual funtb which National Instrument 81020
Mutual Fundsapplies,

a trade to be settled outside Canada,
a trade in an option, futures contract or similar derivative, or

a trade in a negotiable promissory note, commercial paper or similaftahnort
debt obligation that, in the normal course, would settle in Canada on T.
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PART 3 TRADE MATCHING REQUI REMENTS

3.1

(1)

(2)

3.2

3.3

(1)

)

3.4

Matching deadlines for registered deale®

A registered dealer shall not execute a DAP/RAP trade with or on behalf of an
institutional investor unless the dealer has established, maintains and enforces policies
and procedures designed dohieve matching as soon as practical after such a trade is
executed and in any event no later thamend-ef12 p.m. (noon) on T+1

Despite subsection (1), the dealer may adapt its policies and procedures to permit
matching to occur no later thahe-end-ofF+12 p.m. (hoon) on T+%or a DAP/RAP

trade that results from an order to buy or sell securities received from an institutional
investor whose investment decisiamssettlement instructionsre usually made in and

communicated from a geographl region outside of thevestern—hemisphekorih
American region

Pre-DAP/RAP trade execution documentation requirement for dealer®

A registered dealer shall not open an account to execute a DAP/RAP trade for an
institutional investor or accepharder to execute a DAP/RAP trade for the account of an

institutional investor unless policies and procedures are designed to encowgage
tradematching partyrago either

(&) entere@nterinto a tradematching agreement with the dealer, or

(b)  previdedorovidea tradematching statement to the dealer.
Matching deadlines for registered adviseB

A registered adviser shall not give an order to a dealer to execute a DAP/RAP trade on
behalf of an institutional investor unless the advises batablished, maintains and
enforces policies and procedures designed to achieve matching as soon as practical after
such a trade is executed and in any event no latertbeaend-oef-12 p.m. (noon) on

T+1.

Despite subsection (1), the adviser mawmdits policies and procedures to permit
matching to occur no later thahe-enrd-efF+12 p.m. (noon) on T+#or a DAP/RAP

trade that results from an order to buy or sell securities received from an institutional
investor whose investment decisiamssetlement instructionsare usually made in and

communicated from a geographical region outsidethaf western—hemisphekorth
American region

Pre- DAP/RAP trade execution documentation requirement for adviser$

A registered adviser shall not open account to execute a DAP/RAP trade for an
institutional investor or give an order to a dealer to execute a DAP/RAP trade for the
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account of an institutional investor unless policies and procedures are designed to
encourageach tradenatching partyaado either

(@) entere@nterinto a tradematching agreement with the adviser, or
(b)  providegprovidea tradematching statement to the adviser.

PART 4 REPORTING REQUIREMENTFORBY REGISTERED FIRMS

4.1 Exception reporting requirement

A registered fim shall deliver Form 2401F1 to the securities regulatory authority no
later than 45 days after the end of a calendar quarter if

€)) less thar8590 per cent of the DAP/RAP trades executed by or forrédgastered
firm- during the quarter matched withihe time required in Part 3, or

(b)  the DAP/RAP trades executed by or for the registered firm during the quarter that
matched within the time required in Part 3 represent lessS&glhper cent of the
aggregate value of the securities purchased addrstihose trades.

PART 5 REPORTING REQUIREMENTS FOR CLEARING AGENCIES
5.1 A clearing agency through which trades governed by this Instrument are cleared and

settled shall deliver Form 2401F2 to the securities regulatory authority no later than 30

days after the end of a calendar quarter.

PART 6 REQUIREMENTS FOR MATCHING SERVICE UTILITIES
6.1 Initial information reporting &

(1) A person or company shall not carry on business as a matching service utility unless

(@) the person or company has delied Form 24.01F3 to the securities regulatory
authority, and

(b) at least 90 days have passed since the person or company delivered Form 24
101F3.

(2) During the 90 day period referred to in subsection (1), if there is a significant change to
the infamation in the delivered Form ZUD1F3, the person or company shall inform the
securities regulatory authority in writing immediately of that significant change by
delivering an amendment to Form-2@81F3 in the manner set out in FormIBILF3.

6.2  Anticipated change to operation®
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(1)

(2)

6.4

(1)

(2)

6.5
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At least 45 days before implementing a significant change to any item set out in Form 24
101F3, a matching service utility shall deliver an amendment to the information in the
manner set out in Form ZKD1F3.

Ceasing tocarry on business as a matching service utilitg

If a matching service utility intends to cease carrying on business as a matching service
utility, it shall deliver a report on Form 2ZdD1F4 to the securities regulatory authority at
least 30 days befe ceasing to carry on that business.

If a matching service utility involuntarily ceases to carry on business as a matching
service utility, it shall deliver a report on Form-2a1F4 as soon as practical after it
ceases to carry on that business.

Ongoing information reporting and record keepingd

A matching service utility shall deliver Form -291F5 to the securities regulatory
authority no later than 30 days after the end of a calendar quarter.

A matching service utility shall keep du books, records and other documents as are
reasonably necessary to properly record its business.

System requirementsd
For all of its core systems supporting trade matchimgatching service utility shall

(@)  consistent with prudent businessagtice, on a reasonably frequent basis, and, in
any event, at least annually,

(1 make reasonable current and future capacity estimates,

(i) conduct capacity stress tests of those systems to determine the ability of
the systems to process transactiomsan accurate, timely and efficient
manner,

(i)  implement reasonable procedures to review and keep current the testing
methodology of those systems,

(iv)  review the vulnerability of those systems and data centre computer
operations to internal and ertal threats, including breaches of security,
physical hazards and natural disasters, and

(V) maintain adequate contingency and business continuity plans;
(b) annually cause to be performed an independent review and written report, in

accordance with gemally accepted auditing standards, of the stated internal
control objectives of those systems; and
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(c) promptly notify the securities regulatory authority of a material failure of those
systems.

PART 7 TRADE SETTLEMENT
7.1  Trade settlement by registeed dealerd

(1) A registered dealer shall not execute a trade unless the dealer has established, maintains
and enforces policies and procedures designed to facilitate settlement of the trade on a
date that is no later than the standard settlement datéhdotype of security traded
prescribed by an SRO or the marketplace on which the trade would be executed.

(2) Subsection (1) does not apply totrmade for which terms of settlement have been
expressly agreed to by the counterparties to the trade afayelthe trade was executed.

PART 8 REQUIREMENTS OF SELF-REGULATORY ORGANIZATIONS
AND OTHERS

8.1 A clearing agency or matching service utility shall have rules or other instruments or
procedures that are consistent with the requirements of Parts/3 and

8.2 A requirement of this Instrument does not apply to a member of an SRO if the member
complies with a rule or other instrument of the SRO that deals with the same subject
matter as the requirement and that has been approvedjsapproved, or nenbjected
to by the securities regulatory authority and published by the SRO.

PART 9 EXEMPTION

9.1 Exemptiond

(1) The regulator or the securities regulatory authority may grant an exemption from this
Instrument, in whole or in part, subject to such d¢bmals or restrictions as may be
imposed in the exemption.

(2) Despite subsection (1), in Ontario, only the regulator may grant such an exemption.

3) Except in Ontario, an exemption referred to in subsection (1) is granted under the statute
referred toin Appendix B of National Instrument 141 Definitions opposite the name

of the local jurisdiction.

PART 10 EFFECTIVE DATES AND TRANSITION

Note: This unofficial consolidation does not include sections 10.1 and 10.2 which ¢
cominginto-force prowsions and transitional provisions which are only of historical interes
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FORM 24-101F1
REGISTERED FIRM
EXCEPTION REPORT OF
DAP/RAP TRADE REPORTING AND MATCHING
CALENDAR QUARTER PERIOD COVERED:

From: to:

REGISTERED FIRM IDENTIFICATION AND CONTACT INFORMATION:
1. Full name of registered firm (if sole proprietor, last, first and middle name):
2. Name(s) under which business is conducted, if different from item 1:

3.3a. Address of registered firm's princigalace of business:
3b. Indicate below the jurisdiction of your principal regulator within the meaning of NI 31
103 Reqistration Requirements and Exemptions

A Alberta

A British Columbia
Manitoba
New Brunswick
Newfoundland & Labrador

A Northwest Brritories

pgipgiipg

A Ontario
A Prince Edward Island

~

A Quebec

é\ Saskatchewan
A Yukon

3c. Indicate below all jurisdictions in which you are registered:

A British Columbia

A Manitoba

A New Brunswick

A Newfoundland & Labrador
A Northwest Territories

A Nova Scotia

A Nunavut



é\ Ontario
A Prince Edward Island

~

A Quebec

,§\ Saskatchewan
A Yukon

Mailing address, if different from business address:

Type of business: O Dealer O Adviser
Categoy of registration:

(@) Registered Firm NRD number:

(b) I f the registered firm
CUID number:

Contact employee name:
Telephone number:

E-mail address:

INSTRUCTIONS:

S

a

Annex E

partici pant

Deliver this fam for both equity and debt DAP/RAP trades together with Exhibits A, B and C
pursuant to section 4.1 of the Instrument, covering the calendar quarter indicated above, within
45 days of the end of the calendar quafter

€) less thar8590 percent of the equityand/or debDAP*/RAP trades executed by or
for you during the quarter matched within the timequired in Part 3 of the

Instrument, or

(b)  theequity and/odebt DAP/RAP trades executed by or for you during the quarter
that matched within thertie®* required in Part 3 of the Instrument represent less
than9590 percent of the aggregate value of the securities purchased and sold in

those trades.
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EXHIBITS:
Exhibit A T DAP/RAP trade statistics for the quarter
Complete Tables 1 and 2 below for each calendar quarter.

(1) Equity DAP/RAP trades

Entered into CDS by deadline .

(to be completed by dealers only) Matched by deadline

# of Trades % | $ Value of Trades| % | # of Trades % $ Value of %

Trades

(2) Debt DAP/RAP trades

Entered into CDS by deadline :

(to be completed by dealers only) Matched by deadline

# of Trades % $ Vvalue of % | # of Trades % $ Value of %
Trades Trades

Exhibit B i Reasons fomen-cempliancenot meeting exception reporting thresholds

Describethe circumstances or underlying causes that resulted in or contributed to the failure to
achieve the percentage target foatched equity and/or debt DAP/RAPades within the
maximum time prescribed by Part 3 of the InstrumeRieasons given could be one or more
matters within your control or due to another trag&tching party or service provider. If you
have insufficient information to determine the perages, the reason for this should be
provided. See also Companion PolicyZBI.CP to the Instrument

Exhibit C T Steps to address delays
Describe what specific steps you are taking to resolve delays in the equity and/or debt DAP/RAP

trade reporting and nehing process in the future. Indicate when each of these steps is expected
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to be implemented. The steps being taken could be internally focused, such as implementing a
new system or procedure, or externally focused, such as meeting with-entrtadiéngparty to
determine what action should be taken by that party. If you have insufficient information to
determine the percentages, the steps being taken to obtain this information should be provided.
See also Companion Policy-291CP to the Instrument

CERTIFICATE OF REGISTERED FIRM

The undersigned certifies that the information given in this report on behalf of the registered firm
is true and correct.

DATED at this day of 20

(Name of registered firmtype or print)

(Name of director, officer or partnetype or print)

(Signature ofiirector, officer or partner)

(Official capacity- type or print)
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FORM 24-101F2
CLEARING AGENCY
QUARTERLY OPERATIONS REPORT OF
INSTITUTIONAL TRADE REPORTING AND MATCHING
CALENDAR QUARTER PERIOD COVERED:

From: to:

IDENTIFICATION AND CONTACT INFORMATION:

1. Full name of clearing agency:

2. Name(s) under which business is conducted, if different from item 1:
3. Address of clearing agency's principalqaaf business:

4, Mailing address, if different from business address:

5. Contact employee name:

Telephone number:
E-mail address:
INSTRUCTIONS:

Deliver this form together with all exhibits pursuant to section 5.1 of the Instrument, covering
the caéndar quarter indicated above, within 30 days of the end of the calendar quarter.

Exhibits shall be provided in an electronic file, in the following file format: "CSV" (Comma
Separated Variable) (e.g., the format produced by Microsoft Excel).

EXHIBITS:

1. DATA REPORTING

Exhibit A T Aggregate matched trade statistics

For client trades, provide the information to complete Tables 1 and 2 below for each month in
the quarter. These two tables can be integrated into one report. Provide separate aggregate

information for trades that have been reported or entered into your facilities as matched trades by
a matching service utility.
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Month/Year: (MMM/YYYY)

Table 1--- Equity trades:

Entered into clearing agency by dealers | Matched in clearing ageg by custodians

# of | % $ Value| % Industry| # of | % $ Value | % Industry
Trades Industry | of Trades Industry | of Trades

Trades

T
T+1-noon
T+1

T+2

T+3

>T+3
Total

Table 20 Debt trades:
Entered into clearing agency by dealers | Matched in clearing agency by custodians
# of | % $ Value | % # of | % $Value | %
Trades Industr | of Industry Trades Industry | of Industry
y Trades Trades
T
T+1- noon
T+1
T+2
T+3
>T+3
Total
Legend
n# of Tradeso Iis the total umber of tr
AR$ Value of Tradeso is the total value

Exhibit B 7 Individual matched trade statistics

Using the sameformat belewas Exhibit A above, provide the relevant information each
participant of the clearing agenegrovide-the—percenin respectof client trades during the
quarter that have been enteranlel—mateheeby the partmpan*and matched/vlthln the time

Ui he-nrumber of
garees v he-securities
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imdimelines

hed within_timelines
Equity trades Debttrades

Participant By # of transactions By Value | By# of transactions By-Value

CERTIFICATE OF CLEARING AGENCY

The undengined certifies that the information given in this report on behalf of the clearing
agency is true and correct.

DATED at this day of 20

(Name of ¢earing agency type or print)

(Name of director, officer or partnetype or print)

(Signature of director, officer or partner)

(Official capacity- type or print)
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FORM 24-101F3

MATCHING SERVICE UTILITY
NOTICE OF OPERATIONS

DATE OF COMMENCEMENT INFORMATION:

Effective date of commencement of operations: (DRI/M¥NY)

TYPE OF INFORMATION: O INITIAL SUBMISSION O AMENDMENT

MATCHING SERVICE UTILITY IDENTIFICATION AND CONTACT
INFORMATION :

1. Full name of matching service utility:

2. Name(s) under which business is conducted, if different from item 1:
3. Address of matching service utility's principal place of business:

4. Mailing address, if different from business address:

5. Contact employee name:

Telephone number:
E-mail address:
6. Legal counsel:
Firm name:
Telephone number:
E-mail addres:
GENERAL INFORMATION:
7. Website address:

8. Date of financial yeaend: (DD/IMMM/YYYY)

9. Indicate the form of your legal status (e.g., corporation, limited or general partnership),
the date of formation, and the jurisdictionder which you were formed:

Legal status: O CORPORATION O PARTNERSHIP O OTHER (SPECIFY):
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@) Date of formation: (DD/MMM/YYYY)

(b)  Jurisdiction and manner of formation:

10.  Specify the general types of securities for ahiicformation is being or will be received
and processed by you for transmission of matched trades to a clearing agency (e.g.
exchangdraded domestic equity and debt securities, exchraged foreign equity and
debt securities, equity and debt secesitiraded ovethe-counter).

INSTRUCTIONS:
Deliver this form together with all exhibits pursuant to section 6.1 or 10.2(4) of the Instrument.

For each exhibit, include your name, the date of delivery of the exhibit and the date as of which
the informdion is accurate (if different from the date of the delivery). If any exhibit required is
not applicable, a full statement describing why the exhibit is not applicable shall be furnished in
lieu of the exhibit. To the extent information requested for ahibéxis identical to the
information requested in another form that you have filed or delivered Madienal Instrument
21-101 Marketplace Operationsimply attach a copy of that other form and indicate in this form
where such information can be foumdtihat other form.

If you are delivering an amendment to FormIBLF3 pursuant to section 6.1(2) or 6.2 of the
Instrument, and the amended information relates to an exhibit that was delivered with such form,
provide a description of the change and clatgpand deliver an updated exhibit. If you are
delivering Form 24101F3 pursuant to section 10.2(4) of the Instrument, simply indicate at the
top of this form under fADate of Commencement
business as a matclirservice utility in the relevant jurisdiction on the date that Part 6 of the
Instrument came into force.

EXHIBITS:
1. CORPORATE GOVERNANCE
Exhibit A T Constating documents

Provide a copy of your constating documents, including corporatawsy andother similar
documents, as amended from time to time.

Exhibit B i Ownership

List any person or company that owns gé¥eenper _centor more of your voting securities or

that, either directly or indirectly, through agreement or otherwise, may contmomanagement.

Provide the full name and address of each person or company and attach a copy of the agreement
or, if there is no written agreement, briefly describe the agreement or basis through which the
person or company exercises or may exercise camtiirection.

#3454719



Annex E

Exhibit C 7 Officials

Provide a list of the partners, officers, directors or persons performing similar functions who
presently hold or have held their offices or positions during the current and previous calendar
year, indicating the fatiwing for each:

1.

2.

6.

Name.
Title.

Dates of commencement and expiry of present term of office or position and
length of time the office or position held.

Type of business in which each is primarily engaged and current employer.

Type of businss in which each was primarily engaged in the preceding five
years, if different from that set out in item 4.

Whether the person is considered to be an independent director.

Exhibit D T Organizational structure

Provide a narrative or graphic destiop of your organizational structure.

Exhibit E i Affiliated entities

For each person or company affiliated to you, provide the following information:

1.

2.

#3454719

Name and address of affiliated entity.

Form of organization (e.g., association, corporatp@ntnership).
Name of jurisdiction and statute under which organized.
Date of incorporation in present form.

Brief description of nature and extent of affiliation or contractual or other
agreement with you.

Brief description of busineservices or functions.

If a person or company has ceased to be affiliated with you during the previous
year or ceased to have a contractual or other agreement relating to your operations
during the previous year, provide a brief statement of the redeomermination

of the relationship.
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2. FINANCIAL VIABILITY
Exhibit F i Audited financial statements

Provide your audited financial statements for the latest financial year and a report prepared by an
independent auditor.

3. FEES

Exhibit G T Feelist, fee structure

Provide a complete list of all fees and other charges imposed, or to be imposed, by you for use of
your services as a matching service utility, including the cost of establishing a connection to your
systems.

4. ACCESS

Exhibit H 7 Users

Provide a list of all users or subscribers for which you provide or propose to provide the services
of a matching service utility. Identify the type(s) of business of each user or subscriber (e.g.,
custodian, dealer, adviser or other party).

If applicable, for each instance during the past year in which any user or subscriber of your
services has been prohibited or limited in respect of access to such services, indicate the name of
each such user or subscriber and the reason for the prohibitiaritation.

Exhibit | T User contract

Provide a copy of each form of agreement governing the terms by which users or subscribers
may subscribe to your services of a matching service utility.

5. SYSTEMS AND OPERATIONS

Exhibit J 7 System description

De<ribe the manner of operation of your systems for performing your services of a matching
service utility (including, without limitation, systems that collect and process trade execution
details and settlement instructions foatchingof trades). This desiption should include the

following:

1. The hours of operation of the systems, including communication with a clearing
agency.
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2. Locations of operations and systems (e.g., countries and cities where computers

are operated, primary and backup).

3. A brief description in narrative form of each service or function performed by

you.
6. SYSTEMS COMPLIANCE

Exhibit K T Security

Provide a brief description of the processes and procedures implemented by you to provide for

the security of any system usedprform your services of a matching service utility.

Exhibit L 7 Capacity planning and measurement

1. Provide a brief description of capacity planning/performance measurement techniques

and system and stress testing methodologies.

2. Provide a briefdescription of testing methodologies with users or subscribers. For

example, when are user/subscriber tests employed? How extensive are these tests?
Exhibit M T Business continuity

Provide a brief description of yowontingency andbusiness continuitplans in the event of a
catastrophe.

Exhibit N T Material systems failures

Provide a brief description of policies and procedures in place for reporting to regmatersl
systems failures. Material systems failuredude serious incidents thatstét in the interruption
of the matching of trades for more than thirty minutes during normal business hours.
Exhibit O T Independent systems audit

1. Briefly describe your plans to provide an annual independent audit of your systems.
2. If applicable provide a copy of the last external systems operations audit report.

7. INTEROPERABILITY

Exhibit P T Interoperability agreements

List all other matching service utilities for which you have entered intanemoperability
agreement. Provide a copyalf such agreements.
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8. OUTSOURCING
Exhibit Q T Outsourcing firms
For each person or company (outsourcing firm) with whom or which you have an outsourcing
agreement or arrangement relating to your services of a matching service utility, provide the
following information:
1. Name and address of the outsourcing firm.
2. Brief description of business services or functions of the outsourcing firm.
3. Brief descripti on wifitingéenbyeandosiness oontinuity ng f i
plans in the event of @atastrophe.
CERTIFICATE OF MATCHING SERVICE UTILITY
The undersigned certifies that the information given in this report on behalf of the matching

service utility is true and correct.

DATED at this day of 20

(Name of matching service utilitytype or print)

(Name of director, officer or partnetype or print)

(Signature of director, officer or partner)

(Official capacity- type or print)
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FORM 24-101F4
MATCHING SERVICE UTILITY
NOTICE OF CESSATION OF OPERATIONS
DATE OF CESSATION INFORMATION:
Type of information: O VOLUNTARY CESSATION
@) INVOLUNTARY CESSATION

Effective date of operations cessation: (DD/MMM/YYYY)

MATCHING SERVICE UTILITY IDENTIFICATION AND CONTACT
INFORMATION:

1. Full name of matching sepe utility:
2. Name(s) under which business is conducted, if different from item 1:
3. Address of matching service utility's principal place of business:
4, Mailing address, if different from business address:
5. Legal counsel:
Firm name:

Telephonenumber:

E-mail address:
INSTRUCTIONS:
Deliver this form together with all exhibits pursuant to section 6.3 of the Instrument.
For each exhibit, include your name, the date of delivery of the exhibit and the date as of which
the information is accurat(if different from the date of the delivery). If any exhibit required is
not applicable, a full statement describing why the exhibit is not applicable shall be furnished in
lieu of the exhibit.

EXHIBITS:

Exhibit A
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Provide the reasons for your cegsaif business.

Exhibit B

Provide a list of all the users or subscribers for which you provided services during the last 30
days prior to you ceasing business. Identify the type(s) of business of each user or subscriber
(e.g., custodian, dealer, adsisor other party).

Exhibit C

List all other matching service utilities for which arteroperability agreement was in force
immediately prior to cessation of business.

CERTIFICATE OF MATCHING SERVICE UTILITY
The undersigned certifies that the infation given in this report on behalf of the matching

service utility is true and correct.

DATED at this day of 20

(Name of matching serviceilitly - type or print)

(Name of director, officer or partnetype or print)

(Signature of director, officer or partner)

(Official capacity- type or print)
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FORM 24-101F5
MATCHING SERVICE UTILITY
QUARTERLY OPERATIONS REPORT OF
INSTITUTIONAL TRADE REPORTING AND MATCHING
CALENDAR QUARTER PERIOD COVERED:

From: to:

MATCHING SERVICE UTILITY IDENTIFICATION AND CONTACT
INFORMATION:

1. Full name of matching service utility:

2. Name(s) under which business is conducted, if different from item 1:
3. Address of matching service utility's principdge of business:

4. Mailing address, if different from business address:

5. Contact employee name:

Telephone number:
E-mail address:
INSTRUCTIONS:

Deliver this form together with all exhibits pursuant to section 6.4 of the Instrument, covering
the @lendar quarter indicated above, within 30 days of the end of the calendar quarter.

Exhibits shall be reported in an electronic file, in the following format: "CSV" (Comma
Separated Variable) (e.g., the format produced by Microsoft Excel).

If any information specified is not available, a full statement describing why the information is
not available shall be separately furnished.

EXHIBITS
1. SYSTEMS REPORTING

Exhibit A T External systems audit
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If an external audit report on your core systems wapgred during the quarter, provide a copy
of the report.

Exhibit B 7 Material systems failures reporting

Provide a brief summary of athaterial systems failuréghat occurred during the quarter and for
which you were required to notify tleecuritiesregulatory authority under section 6.5(c) of the
Instrument

2. DATA REPORTING
Exhibit C T Aggregate matched trade statistics

Provide the information to complete Tables 1 and 2 below for each month in the quarter. These
two tables can be integratedardne report.

Month/Year: (MMM/YYYY)

Table 18 Equity trades:
Entered into matching service utility f Matched in matching service utility by oth

dealerusers/subscribers users/subscribers
# of | % $ % # of | % $ Value| %
Trades | Industry | Value | Industry | Trades | Industry | of Industry
of Trades
Trades
T
T+1 - noon
T+1
T+2
T+3
>T+3
Total

Table 20 Debt trades:

Entered into matching service utility § Matched inmatching service utility by othe

dealerusers/subscribers users/subscribers
# of | % $ % # of | % $ Value| %
Trades | Industry | Value | Industry | Trades | Industry | of Industry
of Trades
Trades
T
T+1-noon
T+1
T+2
T+3
>T+3

Total
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n# of Tradeso is the t
An$ Value of Tradeso i s

Exhibit D T Individual matched trade statistics

Using thesameformat belewas Exhibit C above provide thepercentelevant informatiorfor
each user or subscribar respectof trades during the quartés—each-user-oer-subseribtrat
have been enterg the user or subscrl and matched within tMe#eqw#ed—m—Paﬁ%ef—the
. , have been

old in the

CERTIFICATE OF MATCHING SERVICE UTILITY

The undersigned certifies that the information giwerthis report on behalf of the matching
service utility is true and correct.

DATED at this day of 20

(Name of matching service utilityype or pint)

(Name of director, officer or partnetype or print)

(Signature of director, officer or partner)

(Official capacity- type or print)
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Amendments to
Companion Policy 24101CPInstitutional Trade Matching and Settlement

1. Companion Policy 24101CP is amended by this Instrument.
2. Section 1.4s amended by:

a. repladng fAilnvestment Dealers Association of Canada (IDA) Regulationi n
footnote 3 with flnvestment Industry Regulatory Organization of Canada
(IROC) Member Rulé ,

b. replacingthe text in footnote 4wvith the following:

We remindregistered advisersf ther obligations to ensure fairness in
allocating irvestment opportunities among thelrents. An advisermust
establish, maintain and apply policies and procedures that provide
reasonable assurance that the firm and each individual acting on its behalf
fairly allocates investment opportunities among its clients. Ifatthaser

all ocates investment opportunities
policies should, at a minimum, indicate the method used to allocate the
following: (i) price and commission amng client orders when trades are
bunched or blocked; (ii) block trades and initial public offerings (IPOs)
among client accounts, and (iii) block trades and IPOs among client orders
that are partially filled, such as on a peta basis. The fairness poés
should also address any other situation where investment opportunities
must be allocated.

A summary of the fairness policies must be delivered to each client at the
time theadviseropens an account for the client, and in a timely manner if
there isa significant change to the summary last delivered to the client.
See sections 14.3 and 14.10 of National InstrumertOZIRegistration
Requirements and Exemptior®l 31-103) and section 14.10 the
Companion Policy to NI 3103.
C. repl albARegubtiono i n f ovithtAIROE Member Rulé .
3. Section 1.3s amended by:

a. replacing subsectior3) with the following:

3) Institutional investord A client of a dealer that has been granted
DAP/RAP trading privileges is an institutional investdhis will likely be
the case whenever a clientds invest
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securities account s mai nt ai ned wi t h
deal er t hat executes its trades. Wh i

not defined inthe Instrument, we use the expression in this Companion
Policy to mean broadly any DAP/RAP trade.

b. replacing subsection(5) with the following:

(5)

Tradematching partyd An institutional investor, whether Canadian or
foreignbased, may be a tratieatching party. As such, it, or its adviser
that is acting for it in processing a trade, should enter into a-trade
matching agreement or provide a tradatching statement under Part 3 of
the Instrument. However, an institutional investor thatnisndividud or a
person or companywith total securities under administration or
management not exceeding $10 millias not a tradenatching party. A
custodian that settles a trade on behalf of an institutional investor is also a
tradematching party and should ten into a tradenatching agreement or
provide a tradenatching statement. However, a foreign global custodian
or international central securities depository that holds Canadian portfolio
assets through a local Canadian -subtodian would not normally be
considered a tradmatching party if it is not a clearing agency participant
or otherwise directly involved in settling the trade in Canada.

4. Section 2.4s replaced with the following

2.2

Trade matching deadlines for registered firmsd The obligaton of a
registered dealer or registered adviser to establish, maintain and enforce
policies and procedures, pursuant to sections 3.1 and 3.3 of the Instrument,
will require the dealer or adviser to take reasonable steps to achieve
matching as soon as pt@al after the DAP/RAP trade is executed and in
any event no later than 12 p.m. (noon) on T+1. If the trade results from an
order to buy or sell securities received from an institutional investor whose
investment decisionser settlement instructionare sually made in and
communicated from a geographical region outside of the North American
region, the deadline for matching is 12 p.m. (noon) on T+2 (subsections
3.1(2) and 3.3(2)). As defined, the North American region comprises
Canada, the United Statédexico, Bermuda and the countries of Central
America and the Caribbean.

5. Section 2.3s amended by

a. replacing subsectiorfl) with the following:

(1)  Establishing, maintaining and enforcing policies and procedures

(@)
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Under sections 3.2 and 34 , a registered dealer
policies and procedures must be designed to encouragenteddeing
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parties to (i) enter into a tradeatching agreement with the dealer or
adviser or (ii) provide or make available a tradatching stateent to the
dealer or adviser. The purpose of the traggching agreement or trade
matching statement is to ensure that all tmaddching parties have
established, maintain, and enforce appropriate policies and procedures
designed to achieve matching oD&AP/RAP trade as soon as practical
after the trade is executed. If the dealer or adviser is unable to obtain a
tradematching agreement or statement from a tm@adéching party, it
should document its efforts in accordance with its policies and procedures

(b) The parties described in paragraphs (a), (b), (c) and (d) of the definition
At rr-maltec hi ng partyo i n section 1.1
necessarily all be involved in a trade for the requirements of sections 3.2
and 3.4 of the Instrument to @p. There is no need for an adviser to be
i nvolved in the matching process of
the requirement to apply. In this case, the tnadéching parties that
should have appropriate policies and procedures in place wouldebe
institutional investor, the dealer and the custodian.

(c) The Instrument does not provide the form of a tradéching
agreement or tradeatching statement other than it be in writing.
Subsections (2) and (3) below provide some guidance on thesmelots.

A tradematching agreement or tradeatching statement should be signed

by a senior executive officer of the entity to ensure its policies and
procedures are given sufficient atte
senior management. A seniaxecutive officer would include any

individual who is (a) the chair of the entity, if that individual performs the
functions of the office on a full time basis, (b) a vat®ir of the entity, if

that individual performs the functions of the office on a finfle basis, (c)

the president, chief executive officer or chief operating officer of the

entity, and (d) aseniorviger esi dent of the entity i
operations and baetffice functions.

adding in paragraph (2)(b)fithed a f dcaount alldcations t6 i n t he t hi
bul | et und e Forthehnstitutioaahinvéstorgor itd adviser ,

adding in subsection (4)iin accordance with their policies and procedares a
the end of the first sentence,

deletingthe second and thirdentences in subsection (4),

replacing in subsection (4fiDealer® with fiRegistered dealeds at t he begi n
of thefourth sentence

Section 24 is amended by

a.

deletingfootnote §
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b. renumbering footnote 9 as footnote 8 amdplacingAIDA By-Law Noo0 i n t hat
footnotewith AIROC Member Rulé ,

C. renumbering footnote 10 as footnote 9
7. Section 3.4 is replaced with the following
3.4  Forms delivered in electronic form

Registered firms may complete their Form29 1 F1 onl i n evebsite t he
at the following URL addresses:

In English:http://www.securities
administrators.ca/industry resources.aspx?id=52

In French:http://www.autoritesvaleurs
mobilieres.ca/ressources professionnelles.aspx?ID=52

8. Subsection 4.4(1is amendedy deletingfi(e.g., number of trades matched oo T)

0. Part 5 is amendedy renumberingfootnote 11 as footnote 10 anekplacing AIDA
Regulatiom i n t h anith AlR®OG Membedr Rule .

10. Part 7is deleted

11.  This Instrument becomes effective on July 1, 2010.

#3454719
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Blackline Version of the Changes to

Companion Policy 24-101CPInstitutional Trade Matching and Settlement
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and Settlemenwith the proposed changes in Annex F shown by blackllmbecome effective
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PART 1 INTRODUCTION, PURPOSE AND DEFINITIONS *
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1.2

(1)

(2)

Purpose of Instrumentd National Instrument 24019 Institutional Trade Matching

and Settlemeninstrument) provides a framework in provincial securities regulation for
more efficient and timely trade settlement processing, particularly institutional trades.

The increasing volumes and dollar values of securities traded in Canada and globally by

institutional investors mean existing baulice systems and procedures of market
participants are challenged to meet psstcution processing demands. New
requirements are needed to address the increasing Tis&sIinstrument is part of a
broader initiative in the Canadian securities markets to implement stthighgh
processindSTP)?

General explanation of matching, clearing and settlemerd

Parties to institutional traded A typical trade with or on behalf of an institutional
investor might involve at least three parties:

1 a registered adviser or othieny-side manager acting for an institutional investor

in the tradé and often acting on behalf of more than one institutional investor in

the trade (i.e., multiple underlying institutional client accointsho decides
what securities to buy or sell and how the assktild be allocated among the
client accounts;

1 a registered dealer (including an Alternative Trading System registered as a

dealer) responsible for executing or clearing the trade; and

1 any financial institution or registered dealer (including undprime brokerage
arrangement) appointed to hold the

nst

Matchingd A first step in settling a securities trade is to ensure that the buyer and the

seller agree on the details of the transaction, a processecfto as trade confirmation

and affirmation or tradenatching® A registered dealer who executes trades with or on

In this Companion Policy, the terms “CSA”, “we”, “our” or “us” are used interchangeably and generally mean the same thing as
Canadian securities regulatory authorities defined in National Instrument 14-101 — Definitions.

For a discussion of Canadian STP initiatives, see Canadian Securities Administrators’ (CSA) Discussion Paper 24-401 on
Straight-through Processing and Request for Comments, April 16, 2004 (2004) 27 OSCB 3971 to 4031 (Discussion Paper 24-
401); and CSA Notice 24-301—Responses to Comments Received on Discussion Paper 24-401 on Straight-through
Processing, Proposed National Instrument 24-101 Post-trade Matching and Settlement, and Proposed Companion Policy 24-
101CP to National Instrument 24-101 Post-trade Matching and Settlement, February 11, 2005 (2005) 28 OSCB 1509 to 1526.

The processes and systems for matching of “non-institutional trades” in Canada have evolved over time and become
automated, such as retail trades on an exchange, which are matched or locked-in automatically at the exchange, or direct non-
exchange trades between two participants of a clearing agency, which are generally matched through the facilities of the
clearing agency. Dealer to dealer trades are subject to Investment Dealers-AssociationIndustry Regulatory Organization of
Canada (IBA)-Regulation||ROC) Member Rule 800.49, which provides that trades in non-exchange traded securities (including



