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documents on the TSX website rather than in the TSX Rule Book (the “TSX Rules”). Further, 
conforming and editorial amendments, including a reorganization of the market making rules, are 
being proposed to provide drafting clarity and to remove provisions that are no longer applicable or 
necessary in the TSX Rules. 

Please see Appendix A for a blackline of the Proposed Amendments and Appendix B for a clean version 
of the Proposed Amendments. The Proposed Changes and their rationale are outlined in more detail below. 

Details and Rationale 

1. Changes to allow more than one Market Maker to be to be assigned to a security  

(i) Introduction of a security assignment process to assign a Secondary Market Maker to a security 

The addition of a security assignment process for Secondary Market Makers is intended to promote high 
quality market making performance through increased competition for these security assignments. Similar 
to the assignment process for Primary Market Makers, TSX will assign secondary security assignments 
primarily through a fully competitive bidding process, which will also be used to establish the performance 
obligations for each security. In addition to the service level criteria currently submitted as part of a bid for 
a primary assignment (e.g., spread goals for a security), the security assignment process for Secondary 
Market Makers will take into account additional criteria, such as the percentage of time the TSX BBO is at 
the best bid and offer across all protected Canadian marketplaces (“% of Time at NBBO”) and the 
percentage of time a two-sided quote is provided in the 5 minutes before the opening (“Opening Presence”). 
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months during a rolling 12-month period (rather than the current threshold of underperformance on three 
consecutive months). Underperformance may also impact a Secondary Market Maker’s eligibility for future 
assignments. 

The revised performance evaluation criteria and processes are intended to provide for more robust 
monitoring and enforcement of market making performance, which is expected to contribute to tighter 
spreads and greater liquidity on TSX.  

Similar to the security assignment process, it is anticipated there would eventually be one set of 
performance evaluation criteria after the appropriate transition period.  

(iii) Changes to Market Maker functionality, including to the MGF facility, RT participation, and the 
odd lot facility, to reflect the addition of a Secondary Market Maker. 

Both Primary and Secondary Market Makers will 



 

See the Proposed Amendments in Appendix A to Rule 4-602 and the drafting changes to Rules 4-604, 4-
702 and Policy 4-802, which are required to reflect that more than one Market Maker may be assigned to 
a security.     

2. Changes to the Minimum Guaranteed Fill (MGF) facility  

(i) The execution of MGF trades will be at the Protected NBBO instead of the TSX BBO 

Currently, MGF orders that execute against the Market Maker on TSX execute at the TSX Best Bid and 
Offer (“TSX BBO”). To provide the opportunity for better quality execution of MGF orders on TSX, the 
Proposed Amendments provide for all MGF orders to be executed at the Protected NBBO.   

This change is being proposed as a result of demand from market participants seeking a guarantee of best 
price in addition to the guarantee of liquidity while routing order flow to TSX.  While smart order router 
technology available today generally already checks that TSX is at the best price before routing an MGF 
order to TSX, the TSX BBO is, on average, at the Protected NBBO approximately 90% of the time3. 
Executing all MGF trades at Protected NBBO will allow market participants to send MGF orders with 
certainty that the order will be executed fully at the best market price.4 

The rationale for implementing these changes is consistent with TSX and several other Canadian 
marketplaces offering odd lot executions at the Protected NBBO.   

See the Proposed Amendments in Appendix A to Rule 4-603(2) and Policy 4-802(1).     

(ii) Introduction of pre-qualified MGF-Eligible Trader IDs 

To better prevent MGF fills on orders that the MGF facility was not intended to service, the MGF facility will 
only accept orders from MGF-eligible Trader IDs. To qualify as a “MGF-eligible Trader ID”, participants 
must certify that the Trader ID will be used to send 



 

Eligible Order Size; and (ii) the client buy (sell) order is sent to execute on the Exchange at the same time 



 

3. Clarification to the odd lot policy regarding improper use of the odd lot facility 

Market Makers guarantee incoming tradeable odd lots at the Protected NBBO. TSX’s current policy 
regarding the improper use of the odd lot facility provides that entering multiple odd lot orders on a specific 
security from a single account constitutes an improper use of the odd lot facility. The Proposed 
Amendments clarify that entering multiple odd lot orders on a specific security from multiple managed or 
discretionary accounts in connection with a single investment decision will also constitute an improper use 
of the odd lot facility. This clarification is being made because 







 

In any event, detailed specifications will be published by TSX and testing facilities will be available well in 
advance of the implementation date so that participants will have ample opportunity to test any changes.  

Do the Amendments Currently Exist in Other Markets or Jurisdictions? 

All major global exchanges typically offer a market making program. 





 

The primary responsibilities of Market Makers are to maintain a fair and orderly market in their 
securities of responsibility and generally to make a positive contribution to the functioning of the 
market. Each Market Maker must ensure that trading for the Market Maker's own account is 
reasonable under the circumstances, is consistent with just and equitable principles of trading, and 
is not detrimental to the integrity of the Exchange or the market. 

(2) Allocation of Securities 

The Exchange shall assign securities of responsibility to Market Makers. Such assignment shall be 
made in accordance with criteria as described below and additional detail that may be set forth 
from time to time in notices to Participating Organizations. Since certain privileges are accorded to 
Market Makers, some securities may be regarded as desirable ones in which to have responsibility. 
Where two or more Market Makers are contending for assignment of responsibility, the Exchange 
shall make the determination. 

There are two processes for allocating security assignments to Market Maker Firms: market-wide 
allocation assignments, and dealer-sponsored assignments. Under a market-wide allocation 
assignment, the Exchange publicizes the availability of an assignment of responsibility and then 
collects service level bids from interested Participating Organizations through a bidding process. 
Under a dealer-sponsored assignment, the Exchange receives a proposal from a Market Maker 
Firm to:  

(i) 





 

(a) a Market Maker has been found to be non-compliant with any Exchange Requirement or 
the Market Maker Agreement; or 

(b) the Market Maker undergoes a change in control. 

Amended (









 

Following a determination that a Market Maker has failed to satisfactorily perform its market making 
obligations, the Exchange may recommenddetermine that:  

(a) a Market Maker's approval be suspended or revoked; 

(b) a Market Maker's responsibility for one or more securities be removed and those 
reassigned; and 

(c) an investigation into a Market Maker's trading or activities be carried out. 

(d) Repeal proposed August 9, 2002 (pending regulatory approval) 

Prior to making any such recommendation, the Exchange shall notify the Market Maker of cases of 
non-performance or unsatisfactory conduct and shall provide the Market Maker with the opportunity 
to remedy such deficiency. However, if the Exchange reasonably believes that the non-compliance 
of a Market Maker has compromised the fairness and integrity of the market, the Exchange may, 
in its discretion, remove the market making assignments from that Market Maker without delay. 

Amended (July 23, 2004) Amended (●, 2017) 

4-605   Market Makers Leaving Securities of Responsibility 

(1) A Market Maker intending to relinquish one or more securities of responsibility shall provide the 
Exchange with prior notice, by such time and in such form as may be required by the Market Maker 
Agreement, unless such notice period or part thereof is waived by the Exchange.  

Amended (●, 2017) 

4-608 Appointment of Specialist (Deleted) 

Deleted (July 23, 2004) 

DIVISION 7 - OPENING 

4-702 Delayed Openings  

(1) A security shall not open for trading if, at the opening time:  

(a) orders that are guaranteed to be filled pursuant to Rule 4-701 cannot be completely filled 
by offsetting orders; or  

(b) the COP exceeds price volatility parameters set by the Exchange.  

(2) TheA Market Maker or Market Surveillance Official may delay the opening of a security for trading 
on the Exchange if:  

(a) the COP differs from the previous closing price for the security or from the anticipated 
opening price on any other recognized stock exchange where the security is listed by an 
amount greater than the greater of 5% of the previous closing price for the security and 
$0.05;  

(b) the opening of another recognized exchange where the security is listed for trading has 
been delayed; or  

(c) the COP is less than the permitted difference from the previous closing price for the 
security, but is otherwise unreasonable.  

(3) Repeal proposed August 9, 2002 (pending regulatory approval)  

(4) If the opening of the security is delayed, the Market Maker or Market Surveillance Official, as the 
case may be, shall open the security for trading according to Exchange Requirements.  



 

DIVISION 8 - POST OPENING 

4-802 Allocation of Trades  

(3) Subject to Rule 4-801(1) and Rule 4-801(2), a tradeable order that is entered in the Book and is 
not a Bypass Order shall be executed on allocation in the following sequence:  

(a) to offsetting orders entered in the Book by the Participating Organization that entered the 
tradeable order according to the time of entry of the offsetting order in the Book, provided 
that neither the tradeable order nor the offsetting order is an unattributed order; then  

(b) to offsetting orders in the Book according to the time of entry of the offsetting order in the 
Book; then  

(c) to thea Market Maker if the tradeable order is disclosed and is eligible for a Minimum 
Guaranteed Fill.  

Amended (●, 2017) 

Policy 4-802 Allocation of Trades 

(1) MGF Facility 

The MGF facility provides an automatic and immediate “one price” execution of Participating 
Organizations' MGF-eligible disclosed client market orders and MGF-eligible disclosed client 
tradeable limit orders, of up to the size of the MGF in the security at the current displayed market 
priceCBBO. For purposepurposes of the MGF Facility, an MGF-eligible order means any client 
order means any order that does not satisfy the definition under Policy 4-802(1)(a)(iiiii) — MGF 
Ineligible Orders.  

(a) Obligations  

(i) Market Makers shall buy or sell the balance of an incoming MGF-eligible disclosed 
order at the current market priceCBBO when there are not sufficient committed 
orders to fill the incoming order at that price. Market Makers shall also purchase or 
sell to any imbalance of MGF-eligible disclosed orders on the opening that cannot 
be filled by orders in the Book.  

(ii) MGF-eligible disclosed orders must be sent to the Exchange using an MGF-
Eligible Trader ID. 

(iii) (ii) MGF Ineligible Orders must be marked as MGF-NO, and are defined as orders 
that meet any or all of the conditions specified below:  

1. If a client buy (sell) order is entered onsent to the Exchange in a size 
smaller than the MGF for that security, but is part of a larger order 
(including anbuy (sell) order of that is split and sent to more than one 
marketplace for execution), or if multiple orders smaller than the MGF for 
a security are received from/entered by the same client, on a given day, 
the orders are MGF Ineligible.client, the order sent to the Exchange is 
MGF Ineligible, unless: 

a. the larger buy (sell) order is equal to or less than the MGF-Eligible 
Order Size; and 

b. the client buy (sell) order is sent to execute on the Exchange at 
the same time as the remainder of the larger buy (sell) order is 
sent to execute on other marketplaces. 



 

2. Any order entered by a Direct Market Access (DMA) client, whether an 
individual, or broker, is MGF Ineligible (unless the DMA client is a broker 
acting as an “agent” for retail client order flow).  

3. Any client order generated by a computer algorithm is MGF Ineligible.  

4. Generally any order from a customer who is involved in trading the 
markets directly on an active and continuous daily basis is MGF Ineligible.  

5. Any order on behalf of a U.S. broker-dealer (“U.S. dealer”). This restriction 
does not include orders on behalf of a client of a U.S. dealer. See Policy 
4-802(3) below.  

(iv) If an MGF Ineligible Order is sent to the Exchange using an MGF-Eligible Trader 
ID, the order must be marked as MGF-NO.  

MGF fills which occur in violation of the guidelines detailed above may be cancelled by the 
Exchange upon request by the Market Maker. Notwithstanding the above, the Exchange 
may cancel any trades deemed to be improper use of the MGF facility, or take such other 
action as the Exchange considers appropriate in the circumstances.  

(b) Size of MGF 

The minimum size of MGF is calculated as one share less than two board lots.size of the 
MGF on an assigned security shall be the sum of all Market Makers’ individual MGF 
contributions for that security as published by the Exchange. 

For example, for securities with a board lot size of 100 securities, the minimum is 199 
securities. This minimum is acceptable for Tier A securities and Tier B securities. The 



 

(4) Oddlot Facility 

Market Makers also guarantee incoming tradeable odd lots at the CBBO. TheA Market Maker's 
responsibilities in regard to odd lots are the same as its responsibilities for MGF's. Participating 
Organizations are not permitted to: split larger orders from a single account into odd lots; enter 
multiple odd lots from a single account (or from multiple accounts in the case of managed accounts 
or discretionary accounts) 



 

APPENDIX B 

CLEAN VERSION OF AMENDMENTS TO TSX RULE BOOK 

PART 1 - INTERPRETATION 

1-101 Definitions  

“DMR



 

(b) has provided sufficient trading desk and operations area support staff; and  

(c) has installed sufficient technological tools acceptable to the Exchange that will permit it to 
properly carry out its market making responsibilities.   

(2) A Participating Organization may apply to be a Market Maker Firm and, if approved by the 





 

(c) engaging in any conduct that is unbecoming of a Market Maker, that is inconsistent with 
just and equitable principles of trade, or that is detrimental to the Exchange or the public. 

(2) Penalties for Non-Compliance 

Following a determination that a Market Maker has failed to satisfactorily perform its market making 
obligations, the Exchange may determine that:  

(a) a Market Maker's approval be suspended or revoked; 

(b) a Market Maker's responsibility for one or more securities be removed; and 

(c) an investigation into a Market Maker's trading or activities be carried out. 

Amended (●, 2017) 

4-605   Market Makers Leaving Securities of Responsibility 

(1) A Market Maker intending to relinquish one or more securities of responsibility shall provide the 
Exchange with prior notice, by such time and in such form as may be required by the Market Maker 
Agreement, unless such notice period or part thereof is waived by the Exchange.  

Amended (●, 2017) 

DIVISION 7 - OPENING 

4-702  Delayed Openings  

(1) A security shall not open for trading if, at the opening time:  

(a) orders that are guaranteed to be filled pursuant to Rule 4-701 cannot be completely filled 
by offsetting orders; or  

(b) the COP exceeds price volatility parameters set by the Exchange.  

(2) A Market Maker or Market Surveillance Official may delay the opening of a security for trading on 
the Exchange if:  

(a) the COP differs from the previous closing price for the security or from the anticipated 
opening price on any other recognized stock exchange where the security is listed by an 
amount greater than the greater of 5% of the previous closing price for the security and 
$0.05;  

(b) the opening of another recognized exchange where the security is listed for trading has 
been delayed; or  

(c) the COP is less than the permitted difference from the previous closing price for the 
security, but is otherwise unreasonable.  

(3) Repeal proposed August 9, 2002 (pending regulatory approval)  

(4) If the opening of the security is delayed, the Market Maker or Market Surveillance Official, as the 
case may be, shall open the 





 

5. Any order on behalf of a U.S. broker-dealer (“U.S. dealer”). This restriction 
does not include orders on behalf of a client of a U.S. dealer. See Policy 
4-802(3) below.  

(iv) If an MGF Ineligible Order is sent to the Exchange using an MGF-Eligible Trader 
ID, the order must be marked as MGF-NO.  

MGF fills which occur in violation of the guidelines detailed above may be cancelled by the 
Exchange upon request by the Market Maker. Notwithstanding the above, the Exchange 
may cancel any trades deemed to be improper use of the MGF facility, or take such other 
action as the Exchange considers appropriate in the circumstances.  

(b) Size of MGF 

The size of the MGF on an assigned security shall be the sum of all Market Makers’ 
individual MGF contributions for that security as published by the Exchange. 

(2) Market Maker Participation 

At the option of a Market Maker, a Market Maker may participate in any disclosed immediately 
tradeable orders from both MGF Eligible Trader IDs and non-MGF Eligible Trader IDs (including 
non-client and MGF Ineligible Orders) that are equal to or less than the size of the MGF for the 



 

cancel any trades deemed to be improper use of the Odd Lot facility, or take such other action as 


