Get ready – be ready – for National Instrument (NI) 24-101 – Institutional Trade-Matching and Settlement

If you’re not already aware of and preparing to comply with NI 24-101, the Canadian Securities Administrators’ (CSA) institutional trade-matching and settlement rule, read on.  This notice provides key dates, what to do, what to expect from others in the trade-matching chain (investment advisors/buyside, broker-dealers/sellside and custodians) and sources to help your firm get up to speed fast.

This regulatory initiative – supported by all parts of the Canadian securities industry – is designed to achieve increased certainty before settlement and improved straight-through processing (STP) for delivery against payment (DAP) or receipt against payment (RAP) trades settling at CDS Clearing and Depository Services Inc. (CDS) ( essentially institutional trades.  The first target is for October to December 31, 2007, during which period an average of 80 per cent of eligible trades by volume and value are to be matched by noon on trade date plus one day (T+1).  The ultimate goal is to have, by January 1, 2010, 95 per cent of institutional trades entered and matched by participants in the process by midnight on trade date (the day following trade date for trades beginning outside the Americas).  

Key dates
What to do
What to expect

· By April 1, 2007:  Have written policies and procedures (Ps&Ps) designed to ensure matching of 95 per cent of delivery or receipt against payment trades by the end of trade date (see below for transitional trade-matching targets)
· If your firm has missed this deadline, confirm with operations and IT staff (or your service provider or clearing broker) if current systems and practices allow NI 24-101 targets to be met – if so, write up or confirm existing Ps&Ps; if not, look at industry best practices (http://www.ccma-acmc.ca/en/best_ practices/index.html), develop a plan to achieve the targets and write up interim Ps&Ps
· Communicate your NI 24-101 implementation plan to all staff in your firm who may be asked about NI 24-101 readiness (operations, IT, customer relations, sales and compliance) and advise them what to tell clients and where to go for information
· Your clients and other trade-matching counterparties may ask staff in your firm about your firm’s NI 24-101 plans
· If you use a service provider or clearing broker, they may ask to discuss with you their plans to help your firm comply 

· By October 1, 2007:  Issue a trade-matching statement to and get a trade-matching statement from and/or sign a trade-matching agreement with all parties that are or may be in your trade-processing chain committing to facilitate compliance with the transitional target dates and any related exception reporting as prescribed in NI 24-101
· As statements or agreements must be in place prior to trade execution for all existing accounts and before new accounts are opened, decide on using a trade-matching statement (generally agreed to be the most straightforward way of complying) or agreement but recognize that other trade-matching counterparties may prefer another approach – visit www.ccma-acmc.ca or www.iiac.ca for an industry-accepted trade-matching statement template
· Ensure that your firm, clearing broker or service provider is capable of monitoring and monitors your firm’s trade-matching rates (CDS will provide trade-matching participants with daily and monthly entry and match (confirm) statistics as of July 1, 2007 to help confirm movement towards trade-matching targets
· If of interest, discuss options with a matching utility
· Watch for new information on www.ccma-acmc.ca or www.iiac.ca or e-mail info@ccma-acmc.ca or capitalmarkets@iiac.ca to receive updates automatically
· Expect trade-matching counterparties to ask staff in your firm for a trade-matching statement or agreement

· Expect counter-parties to ask what your firm is doing to improve the timeliness of trade-matching – CDS will provide quarterly reporting in a summary format to regulators and the CSA

· By February 15, 2007:  Review your trade-matching results and, if your results are less than the targeted match, submit an exception report to the CSA with plans for improvement 
· If your firm meets the matching deadlines, look at whether your firm can meet and how it will meet subsequent deadlines

· If your firm doesn’t meet the matching deadlines:

· Review your results and discuss them with clients, service providers, clearing brokers or other parties

· Develop a plan to improve over time and move towards the final targets
· Expect other trade-matching parties to ask you why there have been delays in matching on your firm’s part

Trade matching performance targets

For trades executed in
Matching deadline for trades executed on T
To avoid reporting

Q2 and Q3 2007 
11:59 AM (Noon) on T+1 (T+2 outside WH)
N/A 

Q 4 2007 (begins Oct. 1/07)
11:59 AM (Noon) on T+1 (T+2 outside WH)
80% matched

Q 1 & Q2 2008 
11:59 AM (Noon) on T+1 (T+2 outside WH)
90% matched

Q 3 & Q4 2008 (begins July 1/08)
11:59 PM on T (T+1 outside WH)
70% matched

Q 1& Q2 2009
11:59 PM on T (T+1 outside WH)
80% matched

Q 3 & Q4 2009
11:59 PM on T (T+1 outside WH)
90% matched

Q1 2010 and beyond
11:59 PM on T (T+1 outside WH)
95% matched

Note: WH = Western hemisphere.  Non-western hemisphere institutional trades have an additional 24 hours to match and confirm.  Non-western hemisphere is defined as any area outside the Americas.

Information sources

For additional information on trade-matching or updates, contact the Canadian Capital Markets Association (CCMA) at info@ccma-acmc.ca or (416) 815-2046 or the Investment Industry Association of Canada (IIAC) at capitalmarkets@iiac.ca or use the links below.

CSA institutional trade matching rule and companion policy

http://www.iiac.ca/IIAC/CMS_Doc/rule_20070323_24-101_trade-matching.pdf
CCMA trade-matching statement

http://www.iiac.ca/IIAC/CMS_Doc/Statement%20-%20NI%2024-101%20Trade-Matching%20Statement%20_IDA.pdf
CCMA institutional trade processing best practices and standards

http://www.ccma-acmc.ca/en/best_practices/index.html and

http://www.ccma-acmc.ca/en/best_practices/general_principles.html
CCMA required data elements 

http://www.ccma-acmc.ca/en/best_practices/standard_data.html and

http://64.130.1.93/en/files/2007-01-Data%20Standards%20updated%20with%20Broker%20and%20Custodian%20comments.pdf
Firms offering matching service utility (MSU) services in Canada 

http://www.iiac.ca/IIAC/CMS_Doc/Omgeo%20+%20FMCNet%20_Final_.pdf
NI 24-101 Institutional Trade Matching and Settlement Rule FAQs

CCMA: http://www.ccma-acmc.ca/en/faq.html
IIAC:  http://www.iiac.ca/main.aspx?LoadContentID=27
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