National Instrument 24-101 – Institutional Trade Matching and Settlement

National Instrument 24-101 (NI 24–101 or the Instrument) as issued by the Canadian Securities Administrators (CSA) provides a framework in securities legislation for ensuring more efficient and timely processing and settlement of institutional trades.  The Instrument directly pertains to any account with Delivery Against Payment (DAP) / Receipt Against Payment (RAP) privileges.

The Instrument has been in effect since April 1, 2007 and the main requirements include:

· Before October 1, 2007, reviewing, updating and implementing policies and procedures based on industry best practices by all trade-related parties – investment advisors, broker/dealers and custodians – facilitating compliance with each of the transitional target dates, and any related exception reporting as prescribed in NI 24-101.

· Before October 1, 2007, publishing of a trade matching statement (TMS) or alternatively entering into a trade matching agreement (TMA) prior to trade execution for all or any accounts having institutional trades.
Providing a TMS to all trade participants is recommended, and a sample of this statement is located at www.ccma-acmc.ca.

Trade matching performance targets established under the Instrument:

For trades executed during calendar quarters shown
Matching deadline for trades executed on T
Performance targets to avoid exception reporting

Q2 and Q3 2007                 (exception reporting not required)
11:59 AM (Noon) on T+1
N/A 

Q 4 2007 – begins October 1, 2007
11:59 AM (Noon) on T+1
80% matched by deadline

Q 1 & Q2 2008 
11:59 AM (Noon) on T+1
90% matched by deadline

Q 3 & Q4 2008 begins July 1, 2008
11:59 PM on T
70% matched by deadline

Q 1& Q2 2009
11:59 PM on T
80% matched by deadline

Q 3 & Q4 2009
11:59 PM on T
90% matched by deadline

Q1 2010 and beyond
11:59 PM on T
95% matched by deadline

Note: Non-western hemisphere institutional trades have an additional 24 hours to match and confirm.  (Non-western hemisphere is any area outside the Americas).

After October 1st, 2007, broker/dealers cannot open an account or execute trades for institutional clients who have not provided a TMS, or have not entered into a specific TMA, with the respective broker/dealer.

Institutional advisers cannot open an account with a broker/dealer, nor give an order to a broker/dealer that has not provided a TMS or entered into a direct TMA. 

And similarly, custodians must have published a TMS or entered into specific TMA’s.

In conjunction with this Instrument CDS Clearing and Depository Services Inc. (CDS) will provide trade matching participants – broker/dealers and custodians – with daily entry and match (confirmation) statistics.  Monthly aggregate reporting will also be provided to trade matching participants by CDS.  These statistics will begin to be published early July, 2007 to assist all participants in achieving the prescribed targets.
In addition, CDS will provide quarterly reporting in a summary format to the respective regulators and the CSA.  The first official reporting period covered is between October 1 to December 31, 2007.

The level of compliance and any related exceptions to the threshold must be reported to the respective regulators and CSA within 45 days. Institutional trade participants (DAP/RAP) are required to explain each underlying cause contributing to the non-achievement of the targeted performance level, as well as steps planned to resolve the underlying issue(s).

Institutional trade participants need to review and assess their existing processes to ensure the efficiency is present to meet the trade matching thresholds.  This is internal to each participant, and for guidance the CCMA has posted generic aspects of suggested best practices at http://www.ccma-acmc.ca/en/best_practices/index.html.  For certain participants, it may also be necessary to enhance (or enlist) the services of a messaging/matching utility as provided through current relationships or in conjunction with a third party specialist.

For additional information on institutional trade matching contact the CCMA at info@ccma-acmc.ca or at 416-815-2046.
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