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Appendix B - Coomments Received in Response tto Rules Nootice 12-02200 - Request for Commments -
UMMIR - Provissions Respeecting Electrronic Tradinng 

On June 28, 2012, IIRROC issued IIRROC Notice 12--0200 requesting commentss on proposedd amendmentss to UMIR resppecting electronic 
tradingg (“Proposed AAmendments”)). IIROC receivved commentss on the Propoosed Amendmeents from: 

CIBC World Markets Inc. ( “CIBC”) 
Investmment Industry AAssociation of Canada (“IIACC”) 

RBC Capittal Markets (“RRBC”) 
Scotia Capital Inc. (“Scootia”) 

TD Secuurities Inc. (“TDD”) 

A copyy of the commment letters reeceived in res ponse to the Proposed Ammendments is publicly available on the wwebsite of IIROOC 
(www.iiroc.ca underr the heading “Notices” andd sub-headingg “Marketplacee Rules – Reqquest for Comments”). Thee following table 
presentts a summaryy of the commments receiveed on the Prooposed Amenddments togetther with the responses off IIROC to thoose 
commeents. Column 1 of the table highlights the revisions to t hhe Proposed AAmendments oon the approvaal of the Amendments. 
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1.1 D Definitions  

“Electro onic Trading Rules ”  means National In strument 23-1  03 Elec ctronic  
Trading a s amended, supplem mented and in effect fr rom time to time.  

1.2 In nterpretation   

(1) Unle ess otherwise defined d   or interpreted, ev re y term used in UMI  R that  
is: 

(a) defined in subsec ction 1.1(3) of  N National Instrument t 14
101Definitions has th he meaning ascribed to it in that subsectio on; 

(b)  defined or interprete ed in the Marketplace e Operation Instrume ent has
the meaning ascribe ed to it in that Nationa al Instrument; 

(c)  defined or interpre eted in the Electron nic Trading Rules ha as the
meaning ascribed to o it in that National In strument; and  

(d) a reference to a  req uirement of an Exch ange or a QTRS shal l have
the meaning ascribe ed to it in the applicab ble Marketp  lace Rule. 
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7.1 Trad ding Supervision O bligations 
… 

(6) Notw withstanding any o t ther provision of this s Rule, a Participan  t or a  n 
Acce ess Person shall ado opt, document and maintain a system o of ri  sk 
man nagement and sup pervisory controls, policies and proce edures 
reas sonably designed, in accordance with pru dent business practic ces, t  o 
ensu ure the managemen nt of the financial, r regulatory and othe  r risks 
assoociated with: 

 (a)  access to one or mo re marketplace  s; and 

(b)  if applicable, the use e by the Participant, any client of Particip pant   or 
the Access Person of f an automated order  system.  

(7) PA a articipant may, on a re easonable basis: 

(a) authorize an investm ment dealer to  perfor rm on its behalf the s settin  g 
or adjusting of a sp pecific risk manageme ent or supervisory co ontrol,  
policy   or procedure; ; or 

(b)  use the services of a  third party that prov vides risk managemen nt and 
supervisory controls , policies and proced ures.  

(8) An authorization over the setting or adj usting of a specifi c risk  
man nagement or supervi sory control, policy   or procedure or rett ainin  g 
the s services of a third pa arty under subsection n (7) must be in a w written  
agre eement with the inves stment dealer or third d  party that; 

(a)  precludes the invest tment dealer or third d  party fr  om providin ng any  
othe  r person con trol over any asp pect of the specific c risk
management o  r sup pervisory control, pol icy   or procedure;  

(b)  unless the authoriz zation is to an inv vestment dealer that t is a  
Participant, preclud des the authorization n to the investment dealer 
over the setting o r r adjusting of a spe ecific risk manageme ent or 
supervisory control,  , policy   or procedure e respecting an acco unt in 
which the investme e  nt dealer or a relate ed entity  of the inves stment  
dealer holds a direct t or indirect interest o other than an interest in the 
commission charge ed on a transaction or reasonable fee fo or the 
administration of th e account; and 

(c)  precludes the use of a third party  unless the third pa arty is
independent of eac h client of the Particip pant other than affilia ates of 
the Participant. 
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(9) PA a articipant shall forthw with notify the Market Regulator:  

(a) upon entering into a written agreement with an investment dealer 
or third party describ bed in subsection (8) , of:  

(i) the name of the e investment deale  r o or third  party, and 

(ii) the contact info ormation for the inve estment dealer or the e third 
party which wi ill permit the Market Regulator to deal wi ith the  
investment dea aler or third party i mmediately followin ng the 
entry of an ord der or execution of a trade for which the  M Marke  t 
Regulator want ts additional informat tion; and 

(b)  of any change in the e information describe ed in clause (a).  

(10) The Participant shall revie ew and confirm:  

(a)  at least annually tha at:  

(i) the risk manag gement and supervis sory controls, policie es and
procedures und der subsection (6) are e adequate,  

(ii) the Participantt has maintained and d consistently a pplie ed the
risk managem ment and supervisor ry controls, policies s and
procedures sin nce the establishmen nt of the controls, p olicies  
and procedures s  or the date of the la st annual review, and d  

(iii) any deficiency y  in the adequacy  of a control, poli icy or
procedure has been documented an nd promptly remedied d; 

(b)  if the Participant has s authorized an invest tment dealer to perfo orm on 
its behalf the setting g or adjusting of a sp pecific risk managem ent or
supervisory control, policy   or procedure to an investment dea aler o  r 
retained the service es of a third party, at least annually  b by the
anniversary date of f the written agreem ment with the inves stment  
dealer or third party  that:  

(i) the risk manag gement and supervis sory controls, policie es and
procedures ad opted by the investm ment deale  r or thir  d party  
under subsectio on (6) are adequate,  

(ii) the investmen t dealer or third p party has maintained d and
consistently p pplied the risk m aan gement and super rvisory   a
controls, polici ies and procedures s since the establishm ent of
the controls, p policies and procedu res or the date of th he last
annual review, and 

(iii) any deficiency y  in the adequacy  of a control, poli icy or
procedure has s been documented d y the Participan t and b
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promptly reme edied by the investm ment dealer or third party, 
and 

(iv) the investment t dealer or third party y is in compliance wi ith the 
written agreem ment with the Particip ant. 

7.11  VV ariation, Cancellat tion and Correctio on of  Trades  

No trade executed on a marke etplace shall, subsequ uent to the execution of the 
trade, be : 

(a) canc celled; or  

(b) varie ed or corre  cted with r respect to: 

(i) the price of the trad e,  

(ii) the volume of the tr rade, or  

(iii) the date for settleme ent of the trade,  

except:  

(c) by t he Market Regulator in accord  ance with U UMIR;  

(d) with h th  e prior consent t of the Market Re egulator, if the var iation, 
canc cellation or correction n would  be necessary y  to correct an error c caused 
by  a a system or technolo gical malfunction of the marketplace’s sy ystems  

 or e equipment or cause ed by an individual acting on behalf o of the
marr ketplace; or 

(e) with h notice to the Market t Regulator immediat tely following the var iation,
canc cellation or correction n of the trade in such h form and manner a as may  
be r required by the Mark ket Regulator and suc ch notice shall be giv ven, if
the v variation, cancellation n or correction is mad de: 

(i) prior to the settleme ent of the trade, by: 

(A) the marketpla ce on which the  tr rade was executed a at the
request of a p arty to the trade and d with the consent o f each
Participant and d Access Person that is s a party to the trade, , or  

(B) the clearing ag gency through which h the trade is or was to be
cleared and set ttled, and 

(ii) after the settlement t of the trade, by e a ach Participant and A Access 
Person that is a party y to the trade.  
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10.17  Gatekeeper Oblig gations with Respe ct t  o Electronic Tra ading 

(1) A Pa articipant that has, un nder Rule 7.1, autho rized an investment dealer 
to p perform on its beha alf the setting or ad djusting of a specif ic risk 
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man nagement or superv visory control  , poli icy   or procedure t to an 
inve stment dealer or the e  provision of risk m anagement or super rvisory  
cont trols, policies and pro ocedures to a third p party shall forthwith report 
to thhe Market Regulator t the fact that:  

 (a)  the written agreeme ent with the investme e  nt dealer or third par rty has  
been terminated; orr  

(b)  the Participant know ws or has reason to b believe that the inves stment 
dealer or third party y has failed to  promp ptly remedy any defi ciency  
identified by the Part ticipant.  

Policy 7 .1 – Trading Super rvision Obligations s   

Part 1  – – Responsibility for r Supervision  and C Compliance 

… 

In perform ming the trading sup pervision obligations, the Participant will a ct as a 
“gatekee per” to hel  p pre event and detect violations of appl licable  
Requirem ments. 

When an n order is entered on n a marketplace with hout the involvemen nt of a 
trader, th he Participant retains responsibility for that t order and the super r  vision 
policies and procedures sho ould adequately d ddress the additiona al risk  a
exposure e which the Participa ant may have for or rders that are not ddirectl  y 
handled  by staff of the Partic ipant.  For example,  it may be appropria ate for 
the Partic cipant to sample fo or compliance testing g a higher percenta age of 
orders th hat have been enterr ed directly b y client ts than the percenta age of 
orders sa mpled in other circum mstances.  

In additio on, the “post-order e ntry” compliance tes sting should recogniz ze that 
the limite ed involvement of sta a  ff of the Participant in the entry of order rs by a 
direct acc cess client may restri ct the ability of the  P Participant to detect orders  
that are not in compliance w with specific rules.  For example, “post t-order 
entry” co ompliance testing ma ay be focused on whe ether an order entere d by a 
direct acc cess client:  

• has c created an artificial pr rice contrary to Rule 2 2.2; 

• is pa art of a “wash trade ” (in circumstances when the clien  t has more 
than n one account with th e Participant);  

• is an n unmarked short sal e (if the trading systt em of the Participan t doe  s 
not a automatically code a s “short” any sale of a security not then h held in 
the a account of the client  other than a client r required to use the  “ “short-
mark king exempt” designa ation); and 
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• has complied with other r order marking requ uirements and i  n parr ticular 
the requirement to mar rk an order as from an insider or desig gnated 
share eholder.  

Policy 7 .1 – Trading Super rvision Obligations s   

Part 2  – – Minimum Elemen nt of a Supervision Syste  m 

… 

The Mark ket Regulator recogni izes that there is no o one supervision system m that  
will be ap ppropriate for all Part ticipants. Given the differences among fi rms in 
terms of their size, the nature  of their business, wh hether they are engag ged in 
business in more than on  e  lo  cation or jurisdic ction, the experience e and 
training  of its employees an nd the fact that efff ective jurisdiction c an be 
achieved in a variety of ways s, this Policy does n ot mandate any  particular 
type or m method of supervision of trading activity.  Furthermore, comp pliance  
with this  Policy  does not r iel eve Participants from m complying with s p  ecific 
Requirem ments that may a pp ly in certain circum stances. In particu lar, in  
accordan nce with subsection (2 2) of Rule 10.1, orderr s entered (including  orders  
entered b by a client, an investm ment dealer under a routing arrangement t or by  
a client through an or  der execution services) ) must comply witt h the  
Marketpl ace Rules on which t the order is entered and the Marketplace e   Rules 
on which h the order is executed d. 

… 

Policy 7 .1 – Trading Super rvision Obligations s   

Part 3 - Minimum Complia ance Procedures fo or Trading on a 
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Minimum  m 
Complian nce 
Procedur res  

Compliance Re eview 
Procedures  

Potential Inf formation 
Sources  

Freque ncy 
and Sam mple 
Size  

Restricted 
Securi  ty 

Rule 2.2  

Rule 7.7 

• review for any t trading of  
restricted issues s done by 
proprietary or  e employee 
accounts 

• order tickets 

• the diary list 

• trading blott ters 

• firm trading restriction   

• monthly stat tements 

• daily 

Electronic Access 
to Marketp places  

Rules 7.1 

Securities 
Legislation n  

 pre-trade ordeer review: 

 prevent entry of o orders o  n 
an order-by orde er basis 
that exceed pre-d defined  
price and size pa rameters; 

prevent entry of o orders that 

  automated  pre-trade
controls  

  real-time al lert systems  

  immediate order and trade 
information n including
execution r reports. 

•daily 
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do not comply w with 
marketplace and 
regulatory requir rements 

-systematically pre vent one 
or more orders fr rom 
exceeding pre-de etermined 
credit and capita l 
thresholds. 

  monitor for unau uthorized 
access to trading g systems 
of Participant or  Access 
Person. 

Policy 7 .1 – Trading Super rvision Obligations s  

Part 7 - Specific Provisions s Applicable t  o Dir rect Electronic Acce ess 

Trading  s supervision related t to electronic access to marketplaces mu u  st be 
performe ed by a Participant t or Access Person n in accordance w with a
documen nted system of risk m management and sup pervisory controls, p p  olicies 
and proc cedures reasonably designed to ensure  the managemen  t o of the 
financial,  regulatory and oth her risks associated with electronic acce ess to 
marketpla aces.  

The risk management and s supervisory controls,  , policies and proce edures 
employed d by a Participant or A Access Persons must  include: 

 auto omated controls to o examine each or rder before entry  on a
marr ketplace to prevent t he entry  of an or  der w which would result in n: 

  t the Participant or Acc cess Person exceedin g  pre-determined cre e  dit or 
c capital thresholds, 

  a a client of the Partici pant exceeding  pred determined credit or r othe  r 
limits assigned by the e Participant to that c lient, or  

  tthe Participant, Acce ss Person or client off the Participant exceeeding  
pre-determined limit s on the value or vol ume of unexecuted oorders  
ffor a particular securiity or class of securitiees; 

 proovision to prevent thhe entry of an or  der that is not in comppliance  
wit th Requirements; 

 prov vision of immediate o order and trade infor mation to complianc ce staff 
of th he Participant or Acce ess Person; and 

  regu ular post-trade monito oring for compliance with Requirements. 

A Particip pant or Access Person is responsible and ac ccountable for all fun n  ctions 
that they   outsource to a servi  ce provider as set ou ut in Part 11 of  Comp panion  

 

 

Scotia –  C Concerned that while e  smart order routerrs s 
are defined d as an automated order system there e  
generally s s not any capacity  to change an or ede r  i
using the sm mart order router syst tem directly. 

The Amendmen nts will require au utomated controls to 
evaluate order  s “ “before entry on a m marketplace”. f ect  The ef
of the Amendm ments is to require o orders to have “pass sed 
through” filters t that are under the co ontrol of the Participa a  nt 
or Access Person n entering the order. .   If orders do not p ass 
through automa ated controls that h have been set by  t the  
Participant prior r to entry  to a sm mart order router, t the  

tautomated cont rols would have to  be at the level of t the  
smart order rou uter.  recogni zes that current sm mart IIROC
order routers in use in Canada do n not have that capac ity. 
Without this cap pacity, orders from a client could not be 
entered directly  to a smart order r router without passi ing  
through automa ated controls that h have been set by  t the  
Participant. 

IIROC has revise ed the Guidance on n Electronic Trading  to 
clarify this point.  

RBC – Reqquests that IIROC outtline the specific pree-
order entryy checks that dealeers are expected too  
implement on a real-time basiss. Suggests that thee  
requiremennt be standardized tto that pr oovided fo r 
under Natiional Instrument 233-103, namely “that a 
must be sattisfied on a pre-order entry basis”.  

The minimum “aautomated controls” are set out in the th ree 
sub-bullets conttained in the first buullet. In  particular  , tthe 
automated contrrols must examine eaa  ch order before en  try 
on a marketplaace [emphasis added]] to prevent the entryy of 
an order wh  ich wwould result in:  

  the Pa iprtic ant or Access P Person exceeding  p pre
determined d credit or capital thre esholds, 

  a client of f the Participant exc ceeding  pre-determin ned
credit or ot ther limits assigned b by the Participant to  t hat

 client, or 

  the Partic cipant, Access Person or client o  f t the
Participantt   exceeding pre-dete ermined limits o  n t the
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Policy 31 -103CP Registration R Requirements and Exem mptions. 

Superviso ory and compliance monitoring  procedu ures must be design n  ed to 
detect a nd pre tvent accoun  activity that is o  r may be a violati on o  f 
Requirem ments which includes s a pplicable securitie s legislation, require ments  
of any se elf-regulatory organiz ation applicable to th he account activity an nd th  e 
rules and d  policies of any m a arketplace on which the account activity y   takes 
place. Th hese procedures mus t include “post-order r entry” compliance t testin  g 
enumerat ted under Part 1 of f Policy 7.1 to dete ect orders that are n not in 
complian nce with specific rule es, and by addressing g steps to monitor tr rading  
activity, a as provi  ded under P Part 5 of Policy 7.1 , of any  person wh ho has 
multiple accounts, with the Participant and oth er accounts in whic ch the 
person ha as an interest or over which th  e person ha s direction or control .  

value or vo olume of unexecuted d order  s for a particu ular 
security   or class of securities. 

The second bulle et which requires the e risk management a and 
supervisory con trols, policies and procedures to  inclu u  de 
provision to  pre event the entry of a an order that is not   in 
comp hliance with  Requirements is, in effect, for Participant ts a  
restatement of a an existing UMI  R pro ovisions under Rule 7 7.1.   
In particular, Rule e 7.1(2) requires:  

“Prior to th he entry of an or  der on a marketplace by y a 
Participant, the Participant shall c comply with:  

(a) applica able regulatory stand dards with respect to t the 
review w, acceptance and app proval of orders; 

(b) the p policies and proc cedures adopted in 
accord dance with subsection n (1); and 

(c) all requ uirement of UMIR and d each Policy.” 

The inclusion of f this bullet in Part 7 7 of Policy 7.1 has t the 
effect of extendi ng the requirement to Access Persons w who  
have electronic a access to a marketplac ce.  

TD – Would like to confirm thhat in cases when an n 
order is entered on a maarketplace with thee  
involvemennt of a trader that thee trade  r may continuee  
to perform the trade supervisionn function rather than n 
relying on aautomated controls ffor trade supervisi non . 
Believes thaat it is not feasible too apply an automated d 
pre-trade coontrol to limit a cliennt’s settlement risk o o r 
margin reqquirements on a real -time basis across alll 
asset classes or all electronic acccess channels.  Similaar 
problems wwould be encounteredd for capital limits foor 
internal tradders.  

Policy 7.1 must be read in its entiretty. Various parts of tthe  
Policy deal witth different means by which order  s are  
“received” by a Participant and howw the Participant entters 
those orders on a marketplace.  Undderpinning the Policyy   is 
the requirement for enhanced supervvision and monitoringg   of 
orders that are not inter-mediated bby traders or registerred  
employees of thhe Participant. Ordeers which are receivved  
electronically by  a Participant and enntered on a marketplaace  
by the Participannt electronically withoout intermediation b y a 
registered emplooyee will be subject tto automated pre-enntry  
controls wh  ich r reflect that fact.  No onetheless, if order  s are  
intermediated, t he Amendments wil l require that there be  
automated pre-e entry controls that a are appropriate to t the  
orders being ent tered by that trader. .  For example, amo ong  
the appropriate a automated pre-entryy  controls would be “ “fat 
finger” checks an nd value limits applica able to the trader.  

The Amendment ts do not require on ne aggregate client r risk 
calculation acro ss different electron nic access channels or 
asset classes. Th e Amendments perm mit a separate limit to  be 
determined for e each channel or asset t class. Participants are  
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able to continue to assess the aggreg ate client risk on a po ost
trade basis. The e Amendments perm it capital limits on ea a  ch 
access channel  i independently and P Participants are able to 
continue to asse ess aggregate marke et risk on a post-tra ade 
basis. 

IIROC has modif fied the Guidance o n Electronic Trading  to  
clarify these poin nts. 

A drafting error 
“Direct” from th 
the text of the pr 
but the draft o 
Appendix A cont 

has been corrected 
he title of Part 7. In 
roposed provision wa 
of the proposed am 
tained the word. 

d b y deleting the wo 
IIROC Notice 12-020 

as correct in Appendi 
mendments set out 

ord 
00, 
x B 
in 

Policy 7 .1 – Trading Super rvision Obligations s  

Part 8 - Specific Provisions s Applicable to Aut tomated Order Sys stems  

Trading  s supervision by a Parti icipant or Access Pers son must be in accor rdance  
with a d ocumented system o of risk managemen  t and supervisory co ntrols,  
policies a and procedures reaso onably designed to e ensure the managem ent of 
the finan ncial, regulatory and d other arisks associ ted with the use of an 
automate ed order system by th he Participant, the Acc cess Person or any cli ient of 
the Partic cipant. 

Each Par rticipant or Access P Person must hav  e a a level of knowledg  e and 
understa nding of any autom ated order system us sed by the Participan nt, the  
Access Pe erson or any client o of the Participant tha at is suff  icient to allo ow the  
Participan nt or Access Person t o identify and manag ge the risks associated d with  
the use o of the automated orde er system. 

The Parti icipant or A rccess Pe son must ensure th hat every automated or  der 
system u used by the Particip pant, the Access Per rson or any client o of th  e 
Participan nt is tested in accord dance with prudent  business practices in nitiall  y 
befor  e u use and at least ann nually thereafter. A A written record mu ust be 
maintain ed with sufficient details to demons trate the testing  o of the 
automate ed order system und dertaken by the Parti icipant, Access Perso n and 
any third d  party employed to o  provide the autom mated order syste  m o or risk  
managem ment o  r supervisory  c controls, policies and procedures.  

Th pe sco e of appropriate order and trade parameters  , policies s and 
procedur res should be tailored d to the strategy or st trategies being pursu ued by  
an autom matic order system w with due consideratio on to the potential m market  
impact of f defining such param meters too broadly an nd in any event must be set 
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so as not t to exceed the marke etplace thresholds app plicable to the marke etplace 
on which h the order is entered d or would otherwise e exceed the limits pu ublicly  
disclosed d by the Market Regu ulator for the exercise e of the power of a M Market 
Integrity  Official under Rule 10 0  .9 of UMIR.   

The Mark ket Regulator expects  the risk managemen nt and supervisory co ntrols,  
policies a and procedures to co omply with the Electr ronic Trading Rules a and be 
reasonab bly designed to preve ent the entry of any  order that would int terfere 
with fair r and orderly markk ets.  This includes adoption of comp pliance 
procedur res for trading by clie ents, if applicable, co ntaining detailed gui idance 
on how t testing of client orde rs and trades is to be e conducted to  ensur re that 
prior to  e engagement and at l east annually thereaf fter, each automated  or  der 
sy istem i s satisfactorily teste ed assuming various s market conditions s. In 
addition to regular testing  of the automated o order systems, preve enting  
interferen nce with fair an  d  o orderly markets requ uires development o of pre
program med internal parame eters to prevent or “fflag” with alerts  on a a real-

itime basi s, the entry of orders  and execution of trad des by an automated d order 
system th hat exce led certain vo ume, order  , price or  other limits. 

Each Par rticipant or Access P Person must have t the ability to immed diately  
override or disable automatic cally any automated order system and th hereby  
prevent o orders generated by  t the automated order system from being en ntered 
on any  m marketplace  . 

Notwiths tanding any outsou urcing   or permitted d authorization ove er risk 
managem ment and supervisio n controls, a iPartic pant or Access Pers son is 
responsib ble for any order ent tered or any trade ex xecuted on a market tplace, 
including g any order or trad de resulting from th he improper operati on or 
malfunct ion of the automate ed or  der system. T This responsibility inc c  ludes 
instances s in which the malfun ction wh  ich gave rise e to a “runaway” algo orithm  
is attribu ted to an aspect of the algorithm or aut tomated order system m that 
was not “ “accessible” to the Paarticip  ant or Access Pe erson for testing.  

General  Comments CIBC – “Ex 
1, 2013 ta 
Instrument 
longer impl 
it took 13 m 
US. CIBC 
designed o 
particular, 
traded on t 
23-103 an 

xtremely challenging 
arget implementatio 
23-103. Encourages 

lementation period.  
months to implemen 

C sees “risks associ 
or poorly implemen 
CIBC notes that opt 
the Montreal Exchan 

nd they seek grea 

g” to meet the March 
on date of Nationa 
s IIROC to allow for a 
Points to the fact tha 

nt Rule 15c3-5 in the 
ated with a poorly 
nted solution”. 

I
n 

tions and derivatives 
nge are subject to N 
ater clarity on the 

h 
al 
a 

at 
e 
y 
n 
s 

NI 
e 

Unlike NI 23-103 3, the UMIR provisio ons will only a pply t o o a 
single asset clas ss, namely listed eq quities (as UMIR is n not 
applicable to the e trading of fixed inco me or derivatives). 

While the amen ndments will be eff ective March 1, 120 3, 
IIROC recognize s that additional tim me may be required to  
complete testing g of automated pre--trade controls.  IIRO OC 
expects that Par rticipants will use be est efforts to compl ete  
testing and impl lement such controls s by March 1, 2013 b but  
IIROC will permi it testing to continue e until May 31, 2013 3 at  
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implementa 
those asset 
by either as 
As recogniz 
issues, tech 
have a sev 
overall mar 
be a “paus 
enhanceme 

ation of pre-trade c 
classes.  Suggests a 

sset class and/or type 
zed in the US with 
nical changes at the 
ere impact for both 
rket integrity. Believ 
e” in allowing marke 

ents. 

credit thresholds fo 
phased introduction 

e of pre-trade control 
h the Knight Capita 
marketplace level can 

h the participant and 
ves that there should 
etplaces to introduce 

or 
n 
l. 
al 
n 
d 
d 
e 

which time IIRO 
the automated co 

While IIROC is c 
being imposed 
Persons as a res 
dealt with dev 
regulatory respo 
regulation servi 
respect to “mark 
not interfere with 

C expects testing t o 
ontrols will be fully o 

ognizant of the regu 
on marketplaces, P 

sult of recent initiativ 
velopments in the 
onse was considere 
ces provider, IIROC 

ketplace enhancemen 
h a “fair and orderly” 

o be complete and t 
operational. 

ulatory burden which 
Participants and Acc 
ves, the initiatives ha 

market for which 
ed appropriate.  As 
C’s primary role w 
nts” is to ensure they 

market. 

hat 

h is 
ess 
ave 

a 
s a 

with 
do 

IIAC – Gennerally supportive off the objective of thee  
Proposed AAmendment but haas serious concernss 
about the implementation peri od. Notes that IIACC  
members ccurrently conduct ttheir business using g 
many different systems which are combinations o o f 
proprietary  and third party systeems. Significant workk  
to develop, test and im plement.   

IIROC, in conjunnction with the CSA, conducted a surveyy of 
IIAC members o n their preparednesss for implementation  of 
ETR on March  1, 2013.  The ressponses indicated th  at 
additional testinng time may be needed or would be 
desirable. The responses confirmeed that there were no 
specific provisionns of the Proposed AAmendments that couuld 
not be impleme ented by March  1, 2 2013.   See response to 
CIBC above reg arding the provision n of additional time to 
complete testing g of automated pre-tra ade controls.  

Scotia – B Believes that the m ost reliable place to o  
protect aga ainst “flash crash” typ pes of events is at the e  
marketplace e level.  The p lanned marketplace  e 
thresholds are a good step but t suggests additiona al 
enhanceme ents:  

 or  der activity limits (on th he number of orderrs s 
from a n individual trading  I ID or the markets as a a  
whole) ); 

 notion al limits (on each t a rading ID as specified d  
by the Participant); and  

 autom ated access to disab ble trading IDs (more e  
flexible e functionality to the ccancel-on-disconnec t 
service e that many marketpla aces already offer). 

While marketpla ces have a role, the marketplace is not in n a 
position to know w if orders from a part ticular client are a risk k to  
the Participant a s well as to the integ grity of the marketpla ace 
overall. 

“Individual” trad ding IDs often bundle e together orders from m a 
number of client ts or sources. In the v view of IIROC, it is mo ore 
appropriate for the Participant to e enforce these types of  
limits at the acc count or client level. t the This ensures that 
Participant is be etter able to contro ol their own risk to o a 
particular client but the interests of o other clients or sour ces 
or orders ar oe no t compromised if a p particular account go oes 
“off si  de”. 

Scotia – Project plans from venndors generally leavee  
approximattely two months for testing and d 
deployment. March 1st implemmentation leaves “noo  
margin for issues or delays and would be considered d 

The Amendmentts will be effective M arch 1, 2013, the  sa me 
date as the ETRR. However, IIROC has acknowledged tthe 
significant systeems impact of impplementing automatted 
controls prior too order entry on   a marketplace.  IIROCC is 
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‘best case’ s 
months is 
may be pr 
other partic 

scenarios”. Believes t 
absolutely necessary 
udent “depending o 

cipants”. 

that an extension of 3 
y and that 6 months 
on feedback … from 

3 
s 

m 

therefore permi 
necessary until M 

tting a period for 
May 31, 2013. 

additional testing, if 
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