New CDNX
Trading Rules
Rule C.1.00
Governance of Trading Session

C.1.01
Date and Time of Session 

1) The Exchange shall be open for a Session on each Business Day.

2) Unless otherwise changed by a resolution of the Board, the Session shall open at 9:30 a.m. E.T.  and close at 4:00 p.m. E.T. 

C.1.02
Trades Outside of Hours for Session

Except as approved by a Market Official, no trade in a listed security shall be made on the Exchange at a time prior to the dissemination by the Exchange on the trading system of a message opening the Session or at a time after the dissemination by the Exchange on the trading system of a message closing the Session.

C.1.03
Changes in Sessions and Trading Suspensions 

1) The Board, at any time by resolution, may:

a) suspend all trading at any Session; or

b) close any Session; or

c) reduce, extend or otherwise alter the time of any Session.

2) The Chairman or, in the absence of the Chairman, a Vice-Chairman, or in the absence of a Vice-Chairman, the CEO or President may, at any time in the event of an emergency:

a) suspend all trading at any Session; or

b) reduce, extend or otherwise alter the time of any Session.

3) The CEO or President or, in the absence of the CEO or President, any Market Official may, at any time in the event of a technical problem with the trading system that is substantially impairing trading or will likely substantially impair trading if not resolved:

a) suspend operation of any or all trading systems at any Session; or

b) reduce, extend or otherwise alter the time of any Session.

4) A Market Official may halt trading on the Exchange in any listed security at any time and for such period of time as such Market Official may consider appropriate in the interest of a fair and orderly market.

5) 
Notwithstanding any other provision, a Market Official may delay the opening of trading in any listed security after the customary time of opening for any period in order to assist in the orderly opening of such trading.
C.1.04
Halt Rescinded

Where a halt in trading is rescinded during a trading session, notice of the rescission of the halt and the time set for resumption of trading shall be disseminated by the Exchange.

C.1.05
Trading in the Book 

1) The Book shall contain and display all orders to buy or sell a listed security that are made on the Exchange, unless otherwise provided by the Exchange.

2) Only committed orders shall participate in trading, except for trading in the special terms market.

3) All trades in listed securities on the Exchange shall be executed in the Book, unless otherwise provided by the Exchange.

C.1.06
Exercise of Exchange Powers

(1) Unless the subject matter or context requires otherwise, wherever the Exchange is specified as having any powers, rights, discretion or is entitled to take any action, then the same may be exercised or taken at any time and from time to time on behalf of the Exchange by the Board, the appropriate officers of the Exchange or any committee or person designated by the Board, the CEO or the President.

(2) Unless the subject matter or context requires otherwise, any exercise of any power, right or discretion or the taking of any action on behalf of the Exchange by any person or committee shall be subject to the overall authority of the Board.

C.1.07
Trading Halts and Delays

1. When the Exchange is of the opinion or finds that a company having its securities listed and trading on the Exchange:

a.
is not in compliance with the terms of its Listing Agreement,

b.
may have had a material change take place in its business or operations that could significantly affect the market price of its shares, or

c.
circumstances exist in the opinion of the Exchange which could materially affect the public interest,


the Exchange may halt trading in that company's securities until the circumstances giving rise to the halt have been settled to the satisfaction of the Exchange.

2. When the Exchange finds that there are unexplained changes in the price of securities of a company which are listed and trading on the Exchange or that there is an imbalance of orders in these securities, the Exchange may delay trading in those securities until a time which is not later than the end of the current trading session.

3.
The Exchange may temporarily prohibit order entry on a security when an order, if accepted, would cause unusual market activity. 

Rule C.2.00

Trading Procedures and Practices
Priority

C.2.01
Establishing Priority

(1)
Except as otherwise provided, an order at a particular price shall be executed prior to any orders at that price entered subsequently, and after all orders entered previously (“time priority”). 

(2)
An order shall lose time priority if its volume is increased and shall rank behind all other orders at that price.

C.2.02
Board Lot Priority 

An order for a board lot has priority over an order for an odd lot at the same price.

C.2.03
Special Term Order Priority

1) Special terms orders have no standing in the regular market and may
be traded through.

2)
Special terms non-cross trades shall not be executed unless all orders in the regular market priced at or better have been filled in full or the persons with existing booked orders have been given an opportunity to participate in the trade and have declined.

              3) 
Cash and delayed delivery trades can occur at or outside a security’s current posted market in both the regular market and the special term market provided that:
a cash market message has been broadcast on the Exchange,

a) the Approved Trader requesting the broadcast message discloses the size of the order and identity of their Member firm, and

b) after the broadcasting of the message, a minimum of five minutes has elapsed before the Approved Trader executes the buy, sell or cross on an equal allocation basis within the parameters of the now posted cash market.

Opening

C.2.04
Execution of Trades at an Opening

1) Subject to Rule C.2.05, listed securities shall open for trading at the opening time and opening trades shall be at the Calculated Opening Price.

2) The following shall be completely filled at the opening: 

a) better-priced limit orders for client accounts; 

b) better-priced limit orders for non-client accounts that were entered prior to  the two minutes immediately preceding the time of the opening; and

c) better-priced limit orders for non-client accounts entered during the two minutes immediately preceding the time of the opening and that affected the Calculated Opening Price.

3) The following orders are eligible to participate during the opening in time priority sequence but are not guaranteed to be filled: 

a) market orders;

b) limit orders at the opening price;

c) better-priced limit orders for non-client accounts that were entered during the two minutes immediately preceding the time of the opening and that did not affect the Calculated Opening Price.

4) Trades shall be allocated among orders at the Calculated Opening Price in the following manner and sequence:

a) to orders guaranteed a fill pursuant to Rule 2.04(2); then

b) all possible crosses shall be executed; then

c)
market orders, limit orders at the opening price, and better-priced limit orders for non-client accounts that were entered during the two minutes immediately preceding the time of the opening and that did not affect the Calculated Opening Price, according to time priority. 

5) Where the opening is delayed and opens without a scheduled opening time, non-clients shall not attempt to affect the allocation of shares while not altering the Calculated Opening Price.

6) Orders at the opening price that are not completely filled at the opening shall remain in the Book, at the opening price.

C.2.05

Delayed Openings

Trading at the opening in a particular security may be delayed if the Calculated Opening Price exceeds price volatility parameters set by the Exchange.

C.2.06
Allocation of Trades

(1)  A cross has priority over all orders in the Book at that price.

(2) Tradeable orders entered in the Book (“incoming orders”) shall be allocated in the following sequence:
(a)
to offsetting orders from the Member entering the order, then

(b)
to orders according to time priority.

C.2.07
Minimum Quotation Spread 

Unless otherwise fixed by the Board, the minimum spread between quotations shall be $0.01 (one cent).

(Amended February 26, 2001)

C.2.08
Responsibility for Odd Lots 

 Pursuant to Policy CR11, where the Exchange allocates listed securities to an Odd Lot Member, the Odd Lot Member shall be responsible for guaranteeing odd lot bids or offers, through orders generated automatically by the trading system, at no greater premium or discount from the board lot quotation set out by the Exchange in Rule C.2.09.

C.2.09
Odd Lot Premium and Discount

The schedule of maximum allowable odd‑lot premiums or discounts shall be as follows:

All Securities
Maximum Odd‑Lot/Premium or Discount
Selling Under $.50
$0.02

Selling at $.50 and Under $1.00
$0.03

Selling at $1.00 and Under $5.00
$0.05

Selling at $5.00 and over
$0.10
C.2.10
Stop Loss Orders

A stop loss order to buy a listed security becomes a limit order when at least a board lot is traded at or above the stop loss price.  A stop loss order to sell a listed security becomes a limit order when at least a board lot is traded at or below the stop loss price.

C.2.11
Breach of Exchange Requirement

Where an Approved Person or an Approved Trader has breached any Exchange Requirement, the Exchange may prohibit that individual from trading on the Exchange on such terms and conditions as the Exchange considers appropriate.

C.2.12
Exchange Liability

If for any reason an Approved Person causes an order to be entered on the Exchange on behalf of a Member, the Member shall take full responsibility for the proper execution of that order.  The Exchange shall not be responsible for any errors or omissions.

C.2.13
Transaction Prohibited

No Member other than the Member employing an Approved Trader, shall make a transaction for or maintain an account directly or indirectly for or on behalf of an individual employed as an Approved Trader, without first obtaining written permission of a partner, director, or officer of the Member.

C.2.14  
Advantage Goes With Securities Sold 

In all sales all advantage shall pass with the security and shall belong to the purchaser unless otherwise determined by the Exchange.

C.2.15 
Accrued Interest Goes to Seller 

All accrued interest on bonds and debentures listed for trading shall go to the seller unless otherwise determined by the Exchange. 

C.2.16
Ex-Dividend and Ex-Right Adjustment to Orders

Members are liable for equity orders subject to ex-dividend and ex-right adjustments.  The Exchange shall not take any responsibility for making the adjustment. 

C.2.17
Shares Selling Ex‑Dividends and Ex‑Rights 

1.
Trades in shares shall be ex‑dividend, ex‑rights or ex‑subscription privileges, as the case may be, on the second trading day preceding the record date or the date of the closing of the transfer books therefor, except transactions therein made specifically for cash.  Should such record date or such closing of transfer books occur upon a Statutory holiday, this section shall apply for the third preceding full trading day.
2.
Trades in shares made specifically for cash shall be ex‑dividend, ex‑rights, or ex‑subscription privileges as the case may be on the trading day following the record date or the date of the closing of the transfer books.

3.
The Exchange may, in any particular case or cases, provide that trades shall be ex‑dividend, ex‑rights, or ex‑subscription privileges at any other time.
C.2.18
Expiry Date 

Trading in rights and warrants shall be for cash for the three trading days preceding the expiry date and also on expiry date.  On the expiry date, trading shall cease at 12 o'clock noon E.T. and no transactions shall take place thereafter except with permission of the Exchange.

C.2.19

Trades on a “When Issued” Basis 

1) The Exchange may post any security to trade on a when issued basis if such security is conditionally approved for listing on the Exchange.

2) Unless otherwise specified, trades on a when issued basis are subject to all applicable Exchange Requirements relating to trading in a listed security, notwithstanding that the security is not listed.

3)
All trades on a when issued basis shall be canceled if the Exchange determines that the securities subject to such trades will not be issued.

C.2.20
When Issue Delisted or Suspended or No Fair Market

1) The Exchange may postpone the time for delivery on Exchange Contracts if:


(a)  the listed security is delisted;

(b) trading is suspended in the listed security; or 

(c) the Exchange is of the opinion that there is not a fair market in the listed security.

2) If the Exchange is of the opinion that a fair market in the listed security is not likely to exist, the Exchange may provide that the Exchange Contracts be settled at a fair settlement price.  

3)
If the parties to the Exchange Contract cannot agree on the amount, the Exchange shall fix the fair settlement price after providing each party with an opportunity to be heard.

CDNX Approved Traders 

C.2.21
Access to CDNX

Approved Traders, subject to Exchange Requirements, shall have access to the Exchange to trade for and on behalf of the Member they represent.

C.2.22
Appointment

Subject to the approval of the Exchange and Exchange Requirements, a Member may appoint traders to trade for and on its behalf on the Exchange.

C.2.23
Approval by Exchange

1) Except as permitted by the Exchange, no person shall enter orders or trade Exchange-listed securities for or on behalf of a Member (whether as principal or agent) on the Exchange by any means unless that person has been approved as an Approved Trader by the Exchange.

2) No Member shall permit access to the Exchange’s trading system by any means to any person unless such person has been approved as an Approved Trader by the Exchange.
C.2.24
Designated Member 

A Designated Member may act as a trader without requiring the approval of the Exchange.

C.2.25
Approved Trader - Qualifications for Application

An application for approval as an Approved Trader shall be submitted in the form required by the Exchange and must be signed by both the applicant and the Member and must be accompanied by the applicable fee and supporting documentation as from time to time required by the Exchange.  Such application shall be considered by the Exchange, which in its sole discretion, may grant or withhold Exchange Approval and/or impose conditions on such approval as it considers necessary and appropriate.  No person shall act as a trader in any capacity whatsoever until Exchange Approval has been granted.

No person shall be approved as an Approved Trader unless that person is a partner in or a director of a Member, or a full time employee of a Member, is over the age of majority, and meets such qualifications as to experience, formal education and knowledge of trading rules as may be established by the Exchange.

C.2.26
Jurisdiction of the Exchange

The Exchange shall have jurisdiction with respect to the conduct and discipline of all Approved Traders including but not limited to:

a.
approval of all Approved Traders, subject to verification by the Board or a committee of the Board;

b.
approval of all Approved Traders to have and operate trading accounts (non-client accounts) and all requirements applicable to such accounts;

c.
prescribing the obligations, responsibilities, and qualification requirements of all Approved Traders  and all rules regarding trading on the Exchange and through the facilities of the Exchange;

d.
prescribing standards regarding conduct and trading rules applicable to all Approved Traders and all trading conducted through the facilities of the Exchange;

e.
implementing recommendations from the Trading Policy  Committee regarding policies and additional responsibilities for all Approved Traders as will contribute to the orderly functioning of the market.

C.2.27
Compliance with Exchange Requirements

All Approved Traders and Approved Persons must comply in full at all times with all Exchange Requirements as prescribed from time to time by the Exchange, which shall include but shall not be limited to, all rules governing trading on the Exchange and through the facilities of the Exchange.

C.2.28
Continuance of Exchange Approval

The continuance of Exchange approval of an Approved Trader shall be subject to his or her continued good conduct and compliance with all Exchange Requirements.  Without in any way limiting the powers of the Board or any committee of the Board, a hearing panel, after conducting a hearing pursuant to Exchange Requirements, may suspend approval of an Approved Trader, may reinstate him or her on such terms (if any) as it sees fit and may impose any of the penalties or remedies in accordance with Exchange Requirements.  Any such decision shall be final, subject only to any rights of appeal as provided in the Exchange Requirements or in the applicable securities legislation.

C.2.29
Supervision of Assistant Traders

A Member is responsible for ensuring that Approved Traders with Assistant Approved Trader status are supervised by an Approved Trader with Full Approved Trader status and who is acceptable to the Exchange at all times during trading sessions.

C.2.30
Non-Client Account (Non Commission Account) 

Assistant Approved Traders are not permitted to operate or have any interest in a non-client or inventory account. 

C.2.31
Suspension of Approved Trader 

While Exchange Approval of an Approved Trader is suspended, he or she shall not have access to any trading system utilized by the Exchange for trading purposes and the Member who employs such Approved Trader shall ensure that he or she shall not have access to such trading system.

C.2.32 
Revocation of Approved Trader’s Authority

1.
The Exchange may, at any time, revoke the authority of any Approved Trader to trade.

2.
A Member may, at any time, revoke the authority of any Approved Trader to trade on its behalf by giving notice thereof in writing to the Exchange.  Upon receipt of such notice, the Exchange shall suspend Exchange Approval of that person.

C.2.33
Ceasing to be a Trader

1.
An individual who is an Approved Trader shall cease to be an Approved Trader when:

a. the Exchange withdraws its approval of the individual;

b. the Board orders that the Member whom the individual represents has ceased to be a Member of the Exchange;

c. the Board orders that the Member whom the individual represents is a defaulter;

d. the Member whom the individual represents ceases to be a Member;

e. the Member the individual represents requests to remove his or her name from the list of Approved Traders;

2.
When an Approved Trader ceases to be an Approved Trader, the Exchange shall remove the individual's name from the list of Approved Traders and shall revoke market access for trading purposes.

C.2.34
Report of Termination of Approved Trader

Each Member shall, within five days of the occurrence of the event, give notice of the termination of the employment of an Approved Trader including whether the Approved Trader was dismissed for cause and a statement of the reasons for termination.

C.2.35
Trading to be Executed on CDNX

No Member or other approved person shall trade or participate in any trade in any listed security, whether acting as principal or agent, unless the trade is made on CDNX during a Session except as follows:

1.
Subject to Policy Statement CR04, but not requiring prior approval of the Exchange:

a.
a trade to correct an error in a client's order,

b. a trade on another exchange provided that the security is fully listed on that exchange,

c. a trade on an ATS,

d. a trade made outside of Canada,

e. tendering of shares that have been called for redemption or that are the subject of a take-over bid,

f. a trade in warrants or rights made in the last 3 days preceding the date and also on the expiry date,  

g. in the limited circumstances specifically permitted by Policy Statement CR01, a trade in a security in which trading has been halted or suspended,

h. a transfer resulting from operation of law including in relation to estates and wills, or an order of a court,

i. the trade from the Member to the client account of a security position that has been accumulated on the client’s behalf to fill a firm order at one average price.

2.
Requiring prior approval of the Exchange:

a. a trade for which government regulatory approval is required to complete the transaction,

b. a trade under the private agreement exemption of the Securities Act, or

c. a transfer of shares (or share options) as consideration for corporate finance or financial advisory services,

d. an external secondary distribution to the public by a Member of stock owned by such Member,  

e. any other trade not referred to in item 1 or 2 of C.2.35.

Note:
Policy Statement CR01 provides guidance to Members on the intention and operation of various clauses of Rule C.2.35.

C.2.36
Best Execution of Client Orders

A Member shall diligently pursue the execution of each client order on the most advantageous terms for the client as expeditiously as practicable under prevailing market conditions.

C.2.37
Best Price Obligation 

(1) A Member shall make reasonable efforts prior to the execution of a client order to ensure that:

(a) in the case of an offer by the client, the order is executed at the best bid price; and

(b) in the case of a bid by the client, the order is executed at the best ask price.

(2) Subsection (1) does not apply to the execution of an order which is:

(a) required or permitted by the Exchange to be executed other than on a marketplace in order to maintain a fair or orderly market;

(b) a Special Terms Order unless:

(i) the security is a listed security and the rules of the Exchange governing the trading of a Special Terms Order provide otherwise, or

(ii) the order could be executed in whole, according to the terms of the order, on a marketplace or with a market maker displayed in a consolidated market display;

(c) a Call Market Order;

(d) a Volume-Weighted Average Price Order; or

(e) an Opening Order.

(3) For the purposes of subsection (1), the Member may take into account any transaction fees that would be payable to the Exchange in connection with the execution of the order as set out in any applicable schedule of Exchange transaction fees disclosed in accordance with Exchange Requirements.

C.2.38
Exposure of Client Orders
(1)
A Member shall immediately enter on the Exchange a client order to purchase or sell 50 standard trading units or less of a security unless:

(a) the client has specifically instructed the Member to deal otherwise with the particular order;

(b) the Member executes the order upon receipt at a better price;

(c) the Member returns the order for confirmation of the terms of the order;

(d) the Member withholds the order pending confirmation that the order complies with applicable securities requirements, Exchange Requirements  or, if applicable, the rules or requirements of any exchange on which the security is listed or of any QTRS on which the security is quoted; 

(e) the Member determines based on market conditions that entering the order would not be in the best interests of the client;

(f) the order has a value of more than $100,000;

(g) the order is part of a trade to be made in accordance with Rule C.2.35 by means other than entry on a marketplace; or

(h) the order is:

(i) a Call Market Order, 

(ii) an Opening Order,

(iii) a Special Terms Order, or

(iv) a Volume-Weighted Average Price Order.

 (2)
If a Member withholds a client order from entry based on market conditions in accordance with clause (1)(e), the Member may enter the order in parts over a period of time or adjust the terms of the order prior to entry but the Member must guarantee that the client receives:

(a) a price at least as good as the price the client would have received if the client order had been executed on receipt by the Member; and

(b) if the Member executes the client order against a principal order or non-client order, a better price than the price the client would have received if the client order had been executed on receipt by the Member.

C.2.39
Designations and Identifiers

(1) Each order entered on a marketplace shall contain:

(a) the identifier of the Member entering the order as assigned to the Member by the Exchange; 

(b) a designation acceptable to the Exchange for the marketplace on which the order is entered, if the order is:

(i) a Call Market Order,

(ii) an Opening Order, 

(iii) a Special Terms Order,

(iv) a Volume-Weighted Average Price Order,

(v) a short sale which is subject to the price restriction under subsection (1) of Rule C.2.40

(vi) a short sale which is exempt from the price restriction on a short sale in accordance with subsection (2) of Rule C.2.40

(vii) part of a Program Trade

(viii) a non-client order,

(ix) a principal order,

(x) a jitney order,

(xi) part of an intentional cross or internal cross,

(xii) for the account of a derivatives market maker,

(xiii) for the account of a person who is an insider of the issuer of the security which is the subject of the order, 

(xiv) for the account of a person who is a significant shareholder of the issuer of the security which is the subject of the order, or

(xv) of a type for which the Exchange may from time to time require a specific or particular designation.

(2) If the order entered on the Exchange is a Special Terms Order, the order shall contain, in addition to all designations and identifiers required by subsection (1), information in such form as is acceptable to the Exchange or marketplace on which the order is entered respecting:

(i) any condition on the execution of the order; and

(ii) the settlement date. 

(3) If following the entry of an order on the Exchange for the sale of a security that has not been designated as a short sale such order would become a short sale on execution, the order shall be modified to include the short sale designation required by subsection (1).

(4) Each order entered on the Exchange including all designations and identifiers required by subsection (1) shall be disclosed to the Exchange.

(5) The Exchange shall determine if the identifier of the Member or the Exchange shall be displayed in a consolidated market display.

(6) Unless otherwise permitted or directed by the Exchange, the Exchange will not disclose for display in a consolidated market display any designation attached to an order other than the designation that the order is a Special Terms Order.

(7) Unless otherwise permitted or directed by the Exchange, the Exchange will not disclose for display in a consolidated market display:

(a) the size of:

(i)  a Call Market Order, or

(ii)  a Volume-Weighted Average Price Order; and

(b) the price of an Opening Order other than the price which has been calculated by the marketplace as the opening price of the security.

C.2.40
Restrictions on Short Selling

(1) Except as otherwise provided, a Member shall not make a short sale of a security on the Exchange unless the price is at or above the last sale price.

(2) A short sale of a security may be made on the Exchange at a price below the last sale price if the sale is:

(a) a Program Trade in accordance with Exchange Requirements;

(b) made in furtherance of any applicable market making obligations in accordance with Exchange Requirements; 

(c) for an arbitrage account and the seller knows or has reasonable grounds to believe that an offer enabling the seller to cover the sale is then available and the seller intends to accept such offer immediately;

(d) for the account of a derivatives market maker and is made:

(i)
in accordance with the market making obligations of the seller in connection with the security or a related security, and

(ii)
to hedge a pre-existing position in the security or a related security;

(e) the first sale of the security on the Exchange made on an ex-dividend, ex-rights or ex-distribution basis and the price of the sale is not less than the last sale price reduced by the cash value of the dividend, right or other distribution; or

(f) the result of:

(i) a Call Market Order, or

(ii) a Volume-Weighted Average Price Order.

C.2.41
Record

Every Member shall record and keep particulars of every transaction that is a short sale.  It shall also file reports, including nil reports, unless granted an exemption by the Exchange, respecting total short positions on its books in each security in which it trades, with such central agency as the Exchange may designate from time to time and in the form and manner, including electronically, and on the dates prescribed from time to time by the Exchange.

C.2.42
Client's Orders have Priority

Client's orders have priority within a firm, over all other orders executed through the facilities of the Exchange. 

C.2.43
Entries are Binding

1. An Approved Trader is responsible for any orders or cancellations entered into the trading system identified by his or her user identification number regardless of whether he or she entered the order or cancellation.

2. An Approved Trader shall not reveal his or her password and/or identification number to an unapproved person for the purposes of letting that person enter orders or cancellations in the trading system. 

C.2.44
Bids, Offers and Contracts

All bids and offers made and accepted in accordance with Exchange Requirements shall be binding on each of the Members.  All Exchange contracts made and arising from bids and offers shall be subject to the provisions of Rule C.2.46.

C.2.45
Disputes - Bids and Offers

Trading disputes arising during a trading session, if not settled by agreement between the parties involved, shall be settled by the Exchange.
C.2.46
Validation and Cancellation of Contracts and Orders by Exchange

The Exchange may allow or disallow any trade and/or order and may cancel or alter any trade and/or order and the trade and/or order shall be recorded or expunged as an Exchange contract accordingly.

C.2.47
Trade Cancellation and Adjustment Prior to Settlement Date

A Member must obtain Exchange approval to cancel or alter a trade executed through CDNX on or after trade date and prior to settlement date.  The Exchange may decline to approve the request if it is deemed inappropriate.

C.2.48
Over-the-Counter

No Member or other approved person shall trade over-the-counter in any security listed on an exchange in Canada except as provided for in Rule C.2.35.

C.2.49
Inquiries

The Exchange may, at any time, make such inquiries or requests for information as it deems appropriate and necessary regarding the conduct of any Approved Trader in connection with trading conducted on CDNX. Such inquiries and/or requests for information shall be promptly and fully responded to by the Member and the Approved Trader, as the case may require.

C.2.50
Customer ‑‑ Principal Transactions 
1.
Definitions. For the purpose of this section:

"participating exchange" means an exchange in Canada on which the particular securities which are being bought or sold are listed and posted for trading;

"particular customer" means a customer with whom a Member wishes to execute a principal transaction;

"principal transaction" means a transaction through Exchange facilities, whereby a Member acting on its own behalf or on behalf of an Approved Person, by dealing with a particular customer of the Member as principal and not as an agent, sells securities to or buys securities from the particular customer;

"principal take‑on trade" means a principal transaction whereby a Member as principal assumes a position in the security from its particular customer;

"principal unwinding trade" means a principal transaction whereby a Member unwinds all or part of a previously established position;

"recorded price" means the price at which a principal take‑on trade or a principal unwinding trade is recorded through Exchange facilities by the Exchange;

"usual quotation price" means a price which conforms to the requirements of section C.2.07.

2.
In addition to any other means permitted by this Rule C, a Member that has received an order from a particular customer to buy or sell securities through exchange facilities may fill the order by executing a principal transaction in the manner specified in this section, provided that;

a. there is not an existing bid or offer on the Exchange that would yield a better transaction price for the particular customer, and

b. the Member has taken reasonable steps to ensure that the price obtained for the customer is the best available price at the time taking into account relevant market factors, and 

c. the price obtained by the Member in the principal transaction is justified by the condition of the market.

d. Principal transactions are to be confirmed to a particular customer in accordance with the provisions of G.3.01.

RULE C.3.00

CLEARING AND SETTLEMENT OF TRADES OF LISTED SECURITIES

C.3.01
Definitions

In this part:


“Buy-In Notice” means the written notice in the form required by the Exchange to be delivered by a Member which has failed to receive listed securities to which it is entitled from another Member.

“delivery” or “delivered” means the transfer of listed securities through physical transfer of certificates evidencing the listed security, or by transfer of a book-based position in accordance with the rules of the Clearing Corporation.

C.3.02
Trades to be Cleared

Unless otherwise authorized by the Exchange, all trades made at Sessions of the Exchange shall be reported to, cleared and settled through the Clearing Corporation.

C.3.03
Trades to be Settled Through Clearing Corporation 

On all trades in listed securities, except those specifically designated as cash trades, delivery and payment shall be made through the Clearing Corporation unless authorized by the Exchange.

C.3.04
Settlement of Cash Trades

A trade designated as a cash trade shall be for delivery no later than the next business day unless otherwise arranged at the time of the transaction.

C.3.05
Buy‑Ins

In the event that a Member fails to:

a. carry out an Exchange Contract within the time provided in the Exchange Requirements; or

b. settle a loan of securities as provided in Rule C.3.05 (2); or

c. deliver securities as provided in Rule C.3.05( 3);

such Member is in default of the Exchange Contract and the trade may be closed out through the buy-in procedure set out in Rule C.3.00

1)
Failed Trade

Pursuant to Rule C.3.02, the selling Member shall deliver listed securities to the Clearing Corporation for trade settlement purposes.

2)
Security Loans

In the absence of any agreement to the contrary, a loan of listed securities between Members may be called through service of notice in writing of termination of the loan to the borrowing Member and the borrowing Member shall return securities of the same class as those loaned in the specified quantity by the close of business on the third Settlement Day following the date of receipt of such notice.

3)
Other Failed Positions

In the absence of any agreement to the contrary, a Member shall deliver listed securities to another Member pursuant to an obligation to deliver that results from a reorganization of the issuer, an allocation of securities or any other obligation considered applicable by the Exchange. 

4)
Costs

The Member in default shall be responsible for the costs incurred through failure to deliver, including any lost benefit or entitlement to the purchaser.

5)
Notice

A Buy-in Notice shall be delivered to the Exchange and to the Member in default before 12:00 noon E.T. on the day that the trade is to be closed out and any Notice not delivered by such time shall be considered to be effective at the opening of the next Trading Day.  For the purposes of Rule C.3.05(1), the notice will be delivered to both aforementioned parties by the Clearing Corporation only.

6)
Cancellation of Buy-in 

A buy-in may be cancelled by the Member that has issued the Buy-in Notice by delivering a notice of cancellation in writing to the Exchange before 3:00 p.m. E.T. on the day the buy-in is to be executed.  Verbal notice will be accepted but must be promptly followed up in writing.

7) 
Time and Terms

If the buy-in is not cancelled, the Exchange shall execute the buy-in at 3:00 p.m. E.T. on the effective day of the buy-in and for this purpose a portion of the buy-in may be executed.

8)
Role of Market Official 

In connection with a buy-in, a Market Official may:

a) defer the buy-in if the Market Official is of the opinion that a fair market in which to close out the trade does not exist;

b) allow such premium above the prevailing market price for the securities sought on the buy-in which, in the opinion of the Market Official, is required to execute the buy-in and is consistent with a fair market for the securities sought, provided that such premium is within the buy-in price guidelines established by the Exchange; and 

c) execute a buy-in at a premium that exceeds the buy-in price guidelines established by the Exchange, on a same day cash basis or on any other settlement basis as the Market Official considers appropriate in the circumstances.

9) Settlement 

Unless otherwise required or agreed to by the Exchange, a buy-in shall be executed on a cash basis for next day delivery.
C.3.06 
Special Provisions for Buy-Ins from Securities Loans and Other Failed Positions 


In connection with a buy-in that is the result of a default pursuant to Rules C.3.05(2) or (3), the following rules shall apply in addition to the provisions of Rule C.3.05:

1.
Where the Member in default delivers the listed securities subject to the Buy-In Notice prior to execution of the buy-in, the Member in default shall notify the Exchange and the buy-in will be cancelled upon confirmation by the Exchange of the delivery of the listed securities.

2.
The Member which has issued a Buy-In Notice may extend the buy-in by delivering a notice of extension in writing to the Exchange before 3:00 p.m. E.T. on the day the buy-in is to be executed.

3. Failure to settle a trade that is the result of a buy-in that is the result of a default in accordance with the terms of the buy-in, if not resolved by the Members concerned, shall be resolved by cancellation of the buy-in contract and issuance of a further buy-in and, in such case, the Member selling to the original buy-in shall be liable for any loss or damage resulting from failure to deliver.

4. 
Following execution of a buy-in, the Member that issued the Buy-In Notice shall notify the Member in default in writing of the amount of the difference between the amount to be paid on the Exchange Contract closed out, and the amount paid on the buy-in, if any, and such difference shall be paid to the Member entitled to receive the same within 24 hours of receipt of such notice.

5. 
Where more than one buy-in has been arranged in connection with the same listed securities, the Market Official may combine any number of the trades.

 C.3.07
Failed Trade in Rights, Warrants and Installment Receipts 
1.
Notwithstanding Rule C.3.05, should fail positions in rights, warrants or installment receipts exist on the expiry or payment date, purchasing Members have the option of demanding delivery of the securities into which the rights, warrants, or installment receipts are exercisable, any additional subscription privilege, and any subscription fee payable to a Member, that may be available, such demand shall be made before 4:00 p.m. E.T. on the expiry date.

2. Where a demand has been made in accordance with Rule C.3.07(1), payment by purchasing Members for:

a) the rights, warrants or installment receipts shall be in accordance with normal settlement procedures, but delivery of the rights, warrants or installment receipts, as the case may be, is not required; and

b) the securities into which the rights, warrants or installment receipts are exercisable and payment for any additional subscription privilege shall be made upon delivery of the securities.

3. Where a demand has not been made in accordance with Rule C.3.07 (1), settlement shall be in accordance with normal settlement procedures, but delivery of the rights, warrants or installment receipts, as the case may be, is not required.

C.3.08
Restrictions On Members’ Involvement In Buy-Ins 

1) No Member shall knowingly permit any person on whose behalf a Buy-In Notice has been issued to fill all or any part of such order by selling the securities for the account of that person or an associated account and prior to selling to a buy-in, the Member, shall receive written or verbal confirmation that the order to sell is not being placed on behalf of the account of the person on whose behalf the Buy-In Notice was issued or an associated account. 

2) A Member that issued a Buy-In Notice and the Member against whom a Buy-In Notice has been issued may supply all or a part of the listed securities provided that the principal supplying the listed securities is not:

a) the Member;

b) an Approved Person or employee of the Member; or

c) an associate of any person described in Rules C.3.08(2)(a) or (b).

3)
If listed securities are supplied by the Member that issued the Buy-In Notice, delivery shall be made in accordance with the terms of the contract thus created, and the Member shall not, by consent or otherwise, fail to make such delivery.

C.3.09
When Issue Delisted or Suspended 
 

An Exchange Contract which has not settled for a security which has been delisted or suspended may be closed out in a transaction in the over-the-counter market with the consent of the Member in default provided that if the Member in default does not so consent, the Member that wishes to close out in the over-the-counter market may request the Exchange to make a decision permitting such transaction.

C.3.10
Defaulters  

If a Member against which an Exchange Contract is closed out under this Part fails to make payment of the money difference between the contract price and the buy-in price within the time specified, the Member concerned shall become a defaulter, and notice of such default shall be provided by the Exchange to each Member.

1) If a Member makes default in, or fails to meet, or admits or discloses an inability to meet, its liabilities or engagements to the Exchange or to the Clearing Corporation or to another Member or to the public, the Member concerned may be adjudged a defaulter by the Exchange and notice of such default shall be provided by the Exchange to each Member.

2) A Member failing to make delivery to the Clearing Corporation of securities and/or a certified cheque within the time limited by the rules governing the Clearing Corporation may be adjudged a defaulter by the Exchange.

C.3.11
Verified Statement of Outstanding Exchange Contracts


Where in connection with an audit of a Member, another Member has verified in writing a statement of outstanding Exchange Contracts with the Member, such verification shall be binding and any outstanding Exchange Contracts not disclosed on such statement shall be unenforceable between the Members.
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