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7.3.
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REGLEMENTATION DES BOURSES, DES CHAMBRES DE COMPENSATION, DES OAR ET
D’AUTRES ENTITES REGLEMENTEES

7.3.1 Consultation

OTCX Trading Limited. — Demande de dispense de reconnaissance a titre de bourse et des
obligations des Réglements 21-101, 23-101 et 23-103.

L’Autorité des marchés financiers (I'« Autorité ») publie la demande de dispense (i) de reconnaissance a
titre de bourse en vertu de la Loi sur les instruments dérivés, RLRQ, c. I-14.01et (ii) des obligations prévues
au Reglement 21-101 sur le fonctionnement du marché, RLRQ, c. V-1.1, r. 5, au Reglement 23-101 sur les
regles de négociation, RLRQ, c. V-1.1, r. 6 et au Réglement 23-103 sur la négociation électronique et
I'acces électronique direct aux marchés, RLRQ, c. V-1.1, r. 7.1, déposée par OTCX Trading Limited.

(Le texte est reproduit ci-apres.)
Commentaires

Toute personne désirant soumettre des commentaires est invitée a les faire parvenir par écrit, au plus tard
le 7 janvier 2025 a :

Me Philippe Lebel

Secrétaire et directeur général des affaires juridiques
Autorité des marchés financiers

Place de la Cité, tour PwC

2640, boulevard Laurier, bureau 400

Québec (Québec) G1V 5C1

Télécopieur : 514 864-6381

Courrier électronique : consultation-en-cours@lautorite.gc.ca

Information complémentaire

Pour de plus amples renseignements, on peut s’adresser a :

Pascal Bancheri

Analyste expert aux OAR

Direction de I'encadrement des activités de négociation
Autorité des marchés financiers

Téléphone : 514 395-0337, poste 4354

Numéro sans frais : 1 877 525-0337, poste 4354
Télécopieur : 514 873-7455

Courrier électronique : pascal.bancheri@lautorite.gc.ca

Cheick Kaba Diakité

Analyste aux OAR

Direction I'encadrement des activités de négociation
Autorité des marchés financiers

Téléphone : 514 395-0337, poste 4356

Numéro sans frais : 1 877 525-0337, poste 4356
Télécopieur : 514 873-7455

Courrier électronique : CheickKaba.Diakite@lautorite.gc.ca
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OTCX Trading Limited

APPLICATION FOR EXEMPTION FROM RECOGNITION AS AN EXCHANGE

OTCX Trading Limited
London EC4N 4SA
United Kingdom
12" November 2024
Sent By online form

Attn: Monsieur Pascal Bancheri

Autorité des marchés financiers

800 Square Victoria, 22nd Floor C.P. 246,
Tour de la Bourse Montréal, Québec
Canada, H4Z 1G3

Re: OTCX UK MTF — Application for Exemption from Recognition as an Exchange
Dear Sirs and Mesdames,

This application (the “Application”) is being submitted by OTCX Trading Limited (“OTCX” or
“Applicant”) as operator of OTCX Trading Limited’s multilateral trading facility (“OTCX UK
MTF”) to the Autorité des marchés financiers (“AMF”). The Applicant is requesting an order
for the following relief (collectively, the “Requested Relief”) in relation to its operation of a
multilateral trading facility (an “MTF”) in the province of Quebec:

(a) exempting the Applicant from the requirement to be recognised as an exchange section
12 of the Derivatives Act (Quebec) (the “Act”) pursuant to section 86 of the Act; and

(b) exempting the Applicant from the requirements in National Instrument 21-101 Marketplace
Operation (“NI 21-101”) pursuant to section 15.1 of NI 21-101, the requirements of National
Instrument 23-101 Trading Rules (“NI 23-101”) pursuant to section 12.1 of NI 23-101 and
National Instrument 23-103 Electronic Trading and Direct Electronic Access to Marketplaces
(“NI' 23-103”) pursuant to section 10 of NI 23-103.

OTCX Trading Limited has been authorised by the Financial Conduct Authority (FCA) as a UK
Markets in Financial Instruments Directive (MiFID) investment firm including operating an MTF
since 24" July 2023. MiFID specifies the scope of financial instruments in Section C of Annex
I (“Financial Instruments”). OTCX UK MTF offers trading of cleared and uncleared derivatives
which are regulated as MiFID Financial Instruments by the FCA.

OTCX is planning to provide access to the MTF to sophisticated Participants that will be
Eligible Contract Participants or Professional Clients as those terms are defined by FCA’s
Handbook COBS 3.5 and 3.6 COBS) in Quebec. The Applicant does not provide access to
retail clients.

OTCX UK MTF intends to provide access to Participants located in Quebec, including such
entities with their headquarters or legal address in Quebec (e.g., as indicated by their Legal
Entity Identifier (LEI)), and all traders conducting transactions on behalf of a Participant,
regardless of the traders’ physical location (inclusive of non-Quebec branches of Quebec legal

OTCX UK MTF
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entities), as well as any trader physically located in Quebec who conducts transactions on
behalf of any other entity (“Quebec Users”).

The Applicant has no physical presence and does not otherwise intend to carry on business
in Quebec except as described herein.

Exemption from the Reguirement to be Recognized as an Exchange under Section 12
of the Act

As described in greater detail below the Applicant seeks the Requested Relief on the basis
that it is already subject to regulatory oversight by the FCA. Additionally, OTCX has the power
to co-operate fully with the AMF and self-regulatory organizations in the Province of Quebec,
and to provide information and documents with respect to its operations that could be
reasonably requested by the AMF.

Based on the foregoing, the Applicant seeks an exemption from the requirement of section 12
of the Act allowing it to carry on derivatives activities in the Province of Quebec without being
recognised by the AMF as an exchange or otherwise. We believe this exemption would not
be detrimental to the protection of investors in the Province of Quebec and would contribute
to the trading of derivatives in Quebec being more efficient.

Exemption from Reqgulation 21-101, Requlation 23-101 and Regulation 23-103

The Applicant submits to the AMF that the application of Regulation 21-101, Regulation 23-
101 and Regulation 23-103 regarding marketplace operation and trading rules to the Applicant
would result in duplication of the United Kingdom (UK) regulatory framework and hereby seeks
an exemption from Regulation 21-101, Regulation 23-101 and Regulation 23-103.

AMEFE Policy Statement

The AMF Policy Statement respecting the Authorization of Foreign-Based Exchanges (the
Policy Statement) outlines the AMF’s approach to and interpretation of regulatory provisions
regarding applications for authorization from foreign-based exchanges that are already
recognized or authorized in their home jurisdiction. It sets out the information that the AMF
expects to receive in support of such applications, the main factors being:

- the regulatory framework in the UK;
- the powers of OTCX UK MTF regarding co-operation; and
- co-operation between the FCA and the AMF.

Capitalized terms that appear in this Application but are not defined in the body of this
Application have the meanings ascribed thereto in the OTCX MTF Rulebook.

This Application contains such information and is divided into the following Parts | to V:

OTCX UK MTF
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Part | Introduction

1. Description of Applicant's Services to Quebec Residents

1.1 OTCX has been registered with the FCA (FRN 979952 OTCX Trading Limited
(fca.org.uk)) as a UK MIFID investment firm with authorisation to operate a Multilateral
Trading Facility since 24™ July 2023. OTCX UK MTF provides clients with a request
for quote (RFQ) trading protocol (as described in Appendix | of the Applicant’s publicly
available set of rules “MTF Rulebook ” or “Rulebook”) that enables price discovery and
trade execution from investors (buy-side) to banks (sell-side) in interest rate
derivatives, credit derivatives and equity derivatives (further detailed in Part Il below).
Clients are institutional in nature, with OTCX only offering services to Eligible
Counterparties and Professional clients undertaking a variety of hedging and investing
activity to support their clients and investors mandates.

1.2 OTCX plans to offer access to the OTCX UK MTF to users located in Quebec (“Quebec
Users”). Quebec Users include Participants with their headquarters or legal address in
Quebec (e.g., as indicated by a Participant’s Legal Entity Identifier (LEI)) and all traders
conducting transactions on its behalf, regardless of the traders’ physical location
(inclusive of non-Quebec branches of Quebec legal entities), as well as any trader
physically located in Quebec who conducts transactions on behalf of any other entity.
To obtain access to the OTCX UK MTF, a Quebec User must be a firm that is eligible
to join OTCX UK MTF, has successfully completed all on-boarding requirements (as
described in section 4 — Access). Participants and their personnel authorised to access
the platform on behalf of the Participant (being either Authorised Traders or Authorised
Agent). (The terms “Participant”, “Authorised Trader” and “Authorised Agent” are
defined in the OTCX Trading Limited MTF Rulebook.)

1.3 OTCX obtains a representation from each Quebec User seeking access to OTCX UK
MTF that they are appropriately registered under Quebec securities laws to use OTCX
UK MTF or are exempt from or not subject to such registration requirements.

1.4 OTCX does not have and does not intend to have any offices or maintain other physical
installations in Quebec or any other Canadian province or territory.

Part Il Background of the Applicant

1. Ownership of the Applicant

1.1 OTCX Trading Limited is 100% owned by its parent company OTCX UK Holdings
Limited, which is 100% owned by OTCX Limited.

1.2 OTCX Limited is a limited company registered in England and Wales with the details
below:
Registered address: 49 Queen Victoria St, London EC4N 4SA
Company Number: 08538579

OTCX UK MTF
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2. Products on the Applicant’'s MTF Trading Venue.

2.1 MiFID Financial Instruments classification available on the OTCX UK MTF
authorised by the FCA (subset available to Quebec Users - see below):

Level 1 Level 2 Level 3

Interest rate swaps (single currency):
*  Fixed-to-Fixed ‘single currency swaps’ and futures/forwards on Fixed-to-Fixed ‘single currency swaps’
*  Fixed-to-Float ‘single currency swaps’ and futures/forwards on Fixed-to-Float ‘single currency swaps
*  Float-to-Float ‘single currency swaps’ and futures/forwards on Float-to-Float ‘single currency swap

Interest Rate Swaps (multi-currency):
*  Fixed-to-Fixed ‘multi-currency swaps’ or ‘cross-currency swaps’ and futures/forwards on Fixed-to-Fixed ‘multi-currency
swaps’ or ‘cross-currency swaps’
Interest Rate *  Float-to-Float ‘multi-currency swaps’ or ‘cross-currency swaps’ and futures/forwards on Float-to-Float ‘multi-currency
Derivatives swaps’ or ‘cross-currency swaps’
*  Fixed-to-Float ‘multi-currency swaps’ or ‘cross-currency swaps’ and futures/forwards on Fixed-to-Float ‘multi-currency!
CA4 Financial swaps’ or ‘cross-currency swaps’

Instruments +  Overnight Index Swap (OIS) ‘single currency swaps’ and futures/forwards on Overnight Index Swap (OIS) ‘single curren
swap

* FRA (Forward Rate Agreements)

* Inflation ‘single currency swaps’ and futures/forwards on Inflation ‘single currency swaps’

* Swaptions

Other Interest Rate

Derivatives * Caps/Floors

*  Stock Options

Equity Derivatives * Stock index options

Index credit default swap (CDS)

Single name credit default swap (CDS)
Total Return Swaps

Constant Maturity Swaps

C8 Financial

Credit Derivatives
Instruments

OTCX will not provide access to a Quebec User to trade in products other than:
- swaps or security-based swaps as defined in section 1a(47) of the United States
Commodity Exchange Act (CEA)
- security-based swaps as defined in section 3(a)(68) of the United Stated Securities
Exchange Act of 1934 (as amended)

without prior AMF approval. This product set offered to Quebec Users will be single and
multi-currency interest rate swaps, overnight index swaps, inflation swaps, swaptions,
forward rate agreements, constant maturity swaps, caps/floors and total return swaps.

2.2 OTCX UK MTF offers a RFQ trading protocol [as defined in UK MiFID] that is
described in Appendix | of the OTCX Trading Limited MTF Rulebook.

3. Participants

3.1 All Participants of OTCX UK MTF, including Quebec-based members will be large
banks and investors who are sophisticated commercial entities, who are required
to meet the criteria of ‘Professional Client’ or ‘Eligible Counterparty’, and meet any
equivalent local standards and requirements for investment sophistication in their
own local jurisdictions. OTCX UK MTF is not made available to retail investors.

OTCX UK MTF
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Part Il Application of Exemption Criteria to the MTF

The following is a discussion of how the Applicant meets the criteria of the AMF for exemption
of a foreign exchange that allows participants to trade OTC derivatives from recognition as an
exchange.

PART 1 REGULATION OF THE MTF
1.1 Regulation of the MTF — The MTF is regulated in an appropriate manner in another
jurisdiction by a foreign regulator (Foreign Regulator).

1.1.1 OTCX UK MTF is an MTF, as defined in the Regulation (EU) No. 600/2014
of the European Parliament and of the Council of 15 May 2014 on markets
in financial instruments. Following the UK’s exit from the EU this is
onshored regulation to the UK by virtue of the European Union (Withdrawal)
Act 2018 (EUWA). OTCX UK MTF is authorised and regulated by the FCA
under reference number 979952.

1.1.2 MTF operators that are authorised by the FCA must comply with applicable
FCA rules contained in the ECA Handbook. In particular:

- Market conduct rules including the UK version of EU Market Abuse
Directive 596/2014;

- MiIFID MTF requirements in the market conduct rules that include
requirements for:

o Transparent rules including for Financial Instruments traded and
non-discriminatory rules for client access

o Fair and orderly trading

o Technical resilience and detailed procedures for operations

o Identify and manage conflicts of interests

- Conduct of business requirements;

- The prudential sourcebook for investment firms, which implements part
of the fourth EU capital requirements directive (as onshored into UK
law) as it relates to MiFID investment firms (including MTF operators)

- The conduct of business sourcebook, which implements part of MiFID
as it relates to firms that carry on designated investment business
(including operating an MTF); and

- High level standards and regulatory processes, which impose general
requirements on FCA-authorised firms, such as MTF operators, and
their approved persons.

1.1.3 OTCX is subject to authorization, exemption, recognition or accreditation
by regulatory bodies in other jurisdictions, including:

- Australian Securities and Investments Commission (ASIC);
- Swiss Financial Market Supervisory Authority (FINMA);

- Nova Scotia Securities Commission (NSCC);

- Ontario Securities Commission (OSC).

1.2 Authority of the Foreign Regulator — The Foreign Regulator has the appropriate
authority and procedures for oversight of the exchange. This includes regular,
periodic oversight reviews of the exchange by the Foreign Regulator.

OTCX UK MTF
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1.2.1 The FCA is the United Kingdom’s competent authority that has direct
regulatory and oversight responsibility over MTFs as regulated entities providing
regulated activities.

1.2.2 As an FCA authorised operator of OTCX UK MTF, OTCX is subject to
regulatory supervision by the FCA. The FCA’s threshold conditions dictate that a
regulated firm must be capable of being effectively supervised by the FCA having
regard to all the circumstances. The FCA has the jurisdiction to perform reviews
and assess and enforce OTCX UK MTF’s adherence to the FCA Handbook and
the rules contained therein on an ongoing basis. Breach of a threshold condition
could lead to enforcement action.

1.2.3 The Applicant is required to act in accordance with the FCA's high level
Principles for Businesses contained in Chapter 2 of the FCA Handbook (PRIN 2.1
The Principles - FCA Handbook). These include requirements for the Applicant to
conduct its business with integrity, due skill, care and diligence, organize and
control its affairs responsibly with adequate risk management systems, maintain
adequate financial resources and observe proper standards of market conduct.
The Applicant is also required to deal with the FCA in an open and cooperative
way and must disclose to the FCA appropriately anything relating to the Applicant
of which the FCA would reasonably expect notice.

PART 2 GOVERNANCE

2.1 Governance — The governance structure and governance arrangements of the
MTF ensure:

(a) Effective oversight of the exchange

- The FCA rules place considerable emphasis on the role and responsibilities of
the board of directors (the “Board”) and senior management.

The Board is responsible for the strategy and management, risk and control and
financial oversight of the firm.

* The Board will operate through several committees, each of which will operate
under Terms of Reference approved by the Board.

* The firm is required to operate according to Group policies which are set out by
the Board and those committees which have delegated authority

Responsibilities of the OTCX Board include: -

» Making strategic decisions affecting the future operation of the company.

* Ensuring that between them the directors have the necessary up-to-date
experience, skills, and capabilities

* Overseeing the discharge by the executive management of the day-to-day
business of the company

» Evaluate Board performance based on clear and relevant objectives, seeking
continuous improvement

« Setting appropriate policies to manage risks to the company’s operations and the
achievement of its regulatory objectives.

« Ultimate responsibility for the effectiveness of the company’s anti-money
laundering and financial crime policies, systems, and controls

OTCX UK MTF
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» Seeking regular assurance that the system of internal control is effective in
managing risks in the manner it has approved.

» Maintaining a sound system of financial control.

» Communicate how the company is governed and is performing by maintaining a
dialogue with shareholders and other relevant stakeholders

» Establishing and maintaining arrangements to ensure accountability regarding
decisions of committees of the Board and executive management, through periodic
reporting.

» Promote a corporate culture that is based on ethical values and behaviours

» To discharge its duties effectively the Board meets at least quarterly. Additional
meetings of the directors are held as required.

» The Board members may request information from any employee of the company,
and this includes calling any employee to attend a Board meeting to answer
questions on a particular matter.

Fitness Standards

- The Applicant is subject to the UK’s Senior Managers and Certification Regime
(SMCR) as detailed in FCA Handbook SYSC 23-27 SYSC.pdf (fca.org.uk).
Individuals holding certain Senior Management Functions (“SMFs”) for the
Applicant must be approved by the FCA. This includes the FCA controlled functions
of chair of the governing body, the chief executive, compliance oversight, executive
director and the money laundering reporting officer. Individuals performing these
controlled functions are known as senior managers and appear on the FCA's
financial services register.

Corporate governance and risk control framework overview:

Governance — audit and risk committee

The firm’s audit and risk committee will have a standing quarterly meeting. The
chairman will chair the meetings. The standard members of the risk committee will
include the following functions:

* Chairman

* One other non-executive director

« Chief operations officer and/or chief technology officer and/or chief financial
officer as deemed necessary

» Money laundering reporting officer

» Compliance officer

Other departments may be invited to attend the risk committee.

The audit and risk committee is responsible for exercising risk management
oversight of the Firm.

The chair of the audit and risk committee reports into the Board.

Specific responsibilities of the audit and risk committee include:

» Supporting the Board in meeting its responsibilities for an effective system of
internal control and financial reporting.

* Monitoring and assessing the role and effectiveness of internal audit in the overall
context of the organisation’s risk management system and the work of risk and
compliance, finance, and the external auditor.

* Overseeing the operation of the company’s complaints scheme on behalf of the
Board.

OTCX UK MTF
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* The committee also provides assurance on any additional matters as instructed
or delegated by the Board.

Governance — Nominations Committee

The firm’s nomination committee will have an annual meeting. The chairman will
chair the meetings. The standard members of the nomination committee will
include the following functions:

» Chairman (chair)

* Investor director / non-executive director

» Chief Executive Officer (CEO)

The nomination committee is responsible for advising the Board and to make
recommendations to the Board on the appointment and removal of the executive
directors or the non-executive directors.

Specific responsibilities of the management committee include:

» Ensure there is a robust process for the appointment of new board directors

* The nomination committee should work closely with the Board and the chair to
identify the skills, experience, personal qualities, and capabilities required for the
next stage in the company’s development, linking the company’s strategy to future
changes on the Board.

* Provide recommendations for succession planning including possible internal
candidates for future Board roles.

* If necessary, the nomination committee must provide support to the chair in taking
the steps to remove any underperforming executive director or non-executive
director.

Governance — Remuneration Committee

The firm’s remuneration committee will have an annual meeting. The non-
executive director will chair the meetings. The standard members of the
remuneration committee will include the following functions:

* Investor director

» Non-executive director

The remuneration committee is responsible for ensuring that there is a formal and
transparent procedure for developing policy [UK CDR 2017/565 (EU) Article 27] on
executive remuneration and for agreeing the remuneration packages of individual
directors. This includes recommending to the Board, the annual budget for pay and
incentive awards.

Specific responsibilities of the remuneration committee include:

« All appointments of any employees or consultants having an aggregate annual
remuneration or fee exceeding a predetermined limit and the material variation of
the terms of employment or engagement of any such employees or consultants.

* Any variation of the terms or amount of any employee remuneration package
(including salary,

bonuses and options and other incentives) other than increases in basic salary in
line with inflation.

» The establishment of any share option or share incentivisation scheme, profit
sharing, bonus, pension

or other benefit or incentive scheme and the variation of any of the same.

» The grant of options under any scheme established.

Governance — responsible officer

OTCX UK MTF

5 décembre 2024 - Vol. 21, n° 48 Y4



Bulletin de I'Autorité des marchés financiers

» The responsibility for the day-to-day oversight of the MTF will be delegated by
the Board to the trading operations manager

* The trading operations manager will monitor the operation of the MTF against the
firm’s trading venue policy. The responsible officer reports directly into chief
operating officer (SMF16/17 compliance oversight and money laundering reporting
officer)

Governance — the compliance department

» The responsibility for the day-to-day oversight of compliance will be delegated by
the Board to the compliance officer (SMF16/17 — compliance oversight and money
laundering reporting officer). The compliance officer reports directly into the CEO.
* The compliance officer will monitor the operation of the firm against the
compliance monitoring programme.

*« The compliance monitoring programme is an integral part of assessing
compliance to ensure OTCX staff and clients will comply with its policies and
procedures. It has been developed in conjunction with the policies and the Risk
Management Framework (RMF) to identify and mitigate against the risk of
noncompliance.

» The compliance monitoring programme will be subject to periodic operational
review by the audit and risk committee and will make recommendations to the
Board of any improvements or remedial actions.

(b) that business and regulatory decisions are in keeping with its public interest
mandate,

OTCX UK MTF operates on a basis consistent with applicable laws and regulations,
and industry best practice. Its rules, policies and activities are designed to ensure
continuous fair treatment of clients. As a regulated trading venue OTCX UK MTF has
and must maintain processes and procedures that provide for fair and equal access to
its systems and information. Key principles required by FCA (PRIN 2.1 The Principles
- FCA Handbook ) include “A firm must pay due regard to the interests of its customers
and treat them fairly” and “A firm must pay due regard to the information needs of its
clients, and communicate information to them in a way which is clear, fair and not
misleading.”

(c) fair, meaningful and diverse representation on the board of directors (Board)
and any committees of the Board, including:

(i) appropriate representation of independent directors, and

(ii) a proper balance among the interests of the different persons or companies
using the services and facilities of the exchange,

The Applicant considers several factors in determining the composition of the Board,
including whether directors, both individually and collectively, possess the required
integrity, experience, judgment, commitment, skills and expertise to exercise their
obligations of oversight and guidance over an MTF.

The Applicant has two non-executive directors (NED) with diverse and broad financial
market experience that is proportionate to the size and requirements of OTCX Trading
10
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Limited operating an MTF. In particular one NED has deep expertise of managing multi
jurisdictional trading venues including MTFs.

(d) the exchange has policies and procedures to appropriately identify and
manage conflicts of interest for all officers, directors and employees, and

OTCX adheres to the FCA Principles requirement 8 - A firm must manage conflicts of
interest fairly, both between itself and its customers and between a customer and
another client.

OTCX achieves this through policies and procedures that have been adopted through
a conflicts of interest taxonomy which outlines the conflict types that may arise when
undertaking business activities.

The conflicts of interest may arise across the following scenarios:

0 Between separate operating entities within the group.

o0 Between the personal interests of the employee and the firm.

o Between the firm and its clients; and

o Between the firm’s staff and its suppliers.

OTCX implements the following requirements to mitigate the risks mentioned above:

e OTCX takes all appropriate steps to identify and to prevent or manage conflicts as they
arise during the course of business. This is conducted by a general annual Conflict of
Interest risk assessment, Outsourcing due diligence and training for personnel,

e All conflicts of interest are recorded in the conflicts of interest register, including the
mitigation measures. Compliance includes these mitigation measures as part of
ongoing 2nd line monitoring;

e There is awareness among personnel to stimulate identification of conflicts of interest
including regular staff training ; and;

e Where organisational or administrative arrangements made by OTCX to prevent
conflicts of interest from adversely affecting the interest of its clients are not sufficient
to ensure, with reasonable confidence, that risks of damage to client interests will be
prevented, OTCX shall clearly disclose to the client the general nature and/or sources
of conflicts of interest and the steps taken to mitigate those risks. The disclosure shall
be made in a durable medium and include sufficient detail, taking into account the
nature of the client, to enable that client to take an informed decision with respect to
the service in the context of which the conflict arises.

(e) there are appropriate qualifications, remuneration, limitation of liability and
indemnity provisions for directors, officers and employees of the exchange.

As part of the SMCR the firm is required to have approved persons performing an FCA
controlled function. As mentioned above for OTCX this has led to the chair, the CEO,
compliance oversight, executive director, chief financial officer and the money
laundering reporting officer roles being approved by the FCA. The process involved
determining appropriate qualifications in terms of skills and competency assessments
as well as learning and development plans to maintain knowledge and improve where
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required. For other employees a performance management process assesses skills
and competency as well as setting goals.

Remuneration is detailed in the governance section above and demonstrates controls
and policies to promote performance in line with risk management.

Professional indemnity/civil liability and directors’ and officers’ liability insurance are in
place and reviewed on a yearly basis in line with any business changes.

2.2 Fitness

The MTF has policies and procedures under which it will take reasonable steps, and has taken
such reasonable steps, to ensure that each director and officer is a fit and proper person and
past conduct of each officer or director affords reasonable grounds for belief that the officer or
director will perform his or her duties with integrity.

As noted above Senior Managers are approved by the FCA via the SMCR. The FCA grants
approval based on them being a “fit and proper person” to perform the relevant controlled
function. The SMCR process is thorough and detailed. The Applicant must also assess the
fitness and propriety of Senior Managers on an annual basis and notify the FCA if it becomes
aware of information which would reasonably be material to the assessment of Senior
Manager’s fitness and propriety. Similarly, whilst not approved by the FCA, the Applicant must
ensure that non-SMF NEDs are fit and proper before they commence their appointment.

Senior managers and non-senior manager NEDs are directly subject to obligations under the
FCA'’s regulatory regime and must comply with the conduct rules

The process for assessing fithess and propriety requirements is an ongoing and at least
annual. It is a regulatory requirement and for OTCX the in scope senior management functions
are chair, CEO, chief operating officer, head of compliance, money laundering reporting
officer, chief technology officer and chief financial officer.

Initial FCA approval is required before commencing these roles. This comprises a rigorous
check of the job description and responsibilities including regulatory reference and criminal
record checks.

For the annual assessment the senior manager is required to:

- fill out a fit and proper questionnaire. This is reviewed by compliance and signed off by
the line manager

- review and confirm the job description and statement of responsibility are up to date

- review and confirm the reporting and management information to address the
statement of responsibility are satisfactory including new management information resulting
from the risk management framework

Compliance reviews the files for any conduct, management information or learning and
development areas to feed into the annual training plan. The results of the review are
reported into the nominations committee.

As a result, senior managers are assessed as to whether they are fit and proper and any new
training requirements are identified.
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PART 3 REGULATION OF PRODUCTS
3.1 Review and Approval of Products

The products traded on the exchange and any changes thereto are submitted to the Foreign
Regulator, and are either approved by the Foreign Regulator or are subject to requirements
established by the Foreign Regulator that must be met before implementation of a product or
changes to a product.

As an MTF operator, the Applicant requires specific permission from the FCA to offer the
OTCX UK MTF in respect of each type of Financial Instrument ("specified investments", as
defined in The Financial Services and Markets Act 2000 (Regulated Activities) Order 2001))
traded on the OTCX UK MTF. FCA permission has been granted through an authorization
process. Updates will be through a variation of permission process with the FCA (SUP 6.3 —
FCA Handbook). The process is internally governed by the New Business Initiative (NBI)
Policy which sets out the controls and governance requirements to implement regulatory
changes at OTCX.

The FCA can require the OTCX UK MTF to suspend or remove Financial Instruments.

As part of its initial authorization, the FCA granted permission on July 24, 2023 for the
Applicant to offer the OTCX UK MTF in respect of interest rate swaps, credit default swaps
and equity derivatives.

The New Business Initiative (NBI) Process is as follows:

When OTCX wants to offer new or modified services to clients, all proposals will need to
undergo a formal regulatory impact analysis to identify any new licensing requirements,
changes to regulatory obligations, conduct or market risks, and any control enhancements or
modifications. This includes any review and approval of products.

The CEO will be ultimately responsible for the NBI process. Compliance will oversee this
assessment in conjunction with other functional areas. Any analysis assessment, advice or
approval must be documented for audit purposes.

Any business change would go through OTCX’s IT change management process which would
perform an assessment as to what level of involvement and / or compliance sign-off is
required. When the business change requires modifying any of the existing control and
supervisory processes, the relevant control functions must be given sufficient budget and
resources to enable the control enhancements.

All staff must follow the NBI process and not engage in any new business prior to obtaining
approval.

3.2 Product Specifications

The terms and conditions of trading the products are in conformity with the usual commercial
customs and practices for the trading of such products.

OTCX has a publicly available MTF Rulebook that is required to provide transparent, non-
discriminatory rules based on objective criteria. Any changes must be communicated to all
Participants and advance notice is required for material changes. The Rulebook includes a
trading protocol description that is a type of MiFID trading system (Request for quote trading
system — see ANNEX | Description of the type of system and the related information to be
made public in accordance with Article 2 Information to be made public in accordance with

13
OTCX UK MTF

5 décembre 2024 - Vol. 21, n° 48 EEEEAN



Bulletin de I'Autorité des marchés financiers

Article 2 - FCA Handbook) . In addition, onboarding procedures require static data set up to
enable MiFID compliant trading and reporting.

As a result, the OTCX UK MTF adheres to the usual commercial customs and practices of
trading the defined products.

3.3 Risks Associated with Trading Products

The MTF maintains adequate provisions to measure, manage and mitigate the risks
associated with trading products on the exchange that may include, but are not limited to, daily
trading limits, price limits, position limits, and internal controls.

OTCX has detailed monitoring and internal controls, in particular with relation to organisational
requirements under MIFID Il Article 48 Systems resilience, circuit breakers and electronic
trading. These requirements are implemented following detailed analysis in regards to the
nature, scale and complexity of OTCX’s business and have been reviewed by the FCA during
the authorisation process.

Additionally, OTCX has performed a market abuse risk assessment to determine monitoring
requirements to detect actual or potential market abuse as well as detecting disorderly trading
conditions. The assessment of risk is in the context of the RFQ trading system where
Participants quote on a disclosed basis. As a result, OTCX operates a trade surveillance
program that provides automated alerts that are reviewed for action or escalation by the
operations team.

The automated alerts consist of alerts based on size of trade, price of trade and number of
trade requests. Once an alert is generated the following process occurs:

- Operations evaluate and recommend any action to compliance
- Compliance reviews the alert and determines if any action
- Alerts are reviewed for sensitivity to amend threshold if required
- Possible actions:
o Suspend instrument
Suspend entity or individual
Cancel unexecuted orders
Suspicious transaction report (market abuse suspected)
Suspicious activity report (money laundering or terrorist activity
suspected)
o Report to FCA and publish on OTCX website as appropriate

[©)
)
)
@)

OTCX adopts a Risk Management Framework (‘RMF’) to protect the firm and its customers,
and to ensure ongoing compliance with regulatory expectations.

The adoption of the RMF enables the firm to identify, monitor, and manage the various risks
affecting the firm and to promptly address them before they cause adverse effects on the firm
and its customers. The RMF also assists OTCX in applying a consistent approach for the
implementation of monitoring and control activities across the firm.

The RMF is articulated via the risk taxonomy and the control framework which are reviewed
annually.

On an operational level the trading operations manager provides management of the MTF
including:

e Monitoring and maintaining static data requirements of Participants,
14
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e Daily monitoring and Issue resolution\escalation across venue controls, reporting
obligations and error trades

* 1st line support for any of the downstream trade flow interfaces and reporting processes

* Liaison with the company’s compliance officer covering any required market notification

» Market abuse monitoring — including escalation to the compliance officer and assistance with
the production of any suspicious trading reports

» User acceptance testing of any changes to the Trade-flow process and technology

As a result, OTCX has demonstrated proportionate controls to mitigate the associated risks
with trading products.

PART 4 ACCESS
4.1 Fair Access

(a) The exchange has established appropriate written standards for access to its services
including requirements to ensure

(i) participants are appropriately registered as applicable under Quebec securities laws, or
exempted from these requirements,

(i) the competence, integrity and authority of systems users, and
(iii) systems users are adequately supervised.

(b) The access standards and the process for obtaining, limiting and denying access are fair,
transparent and applied reasonably.

(c) The exchange does not unreasonably prohibit, condition or limit access by a person or
company to services offered by it.

(d) The exchange does not
(i) permit unreasonable discrimination among participants, or
(i) impose any burden on competition that is not reasonably necessary and appropriate.

In order to fulfil the FCA requirements for a trading venue, Participants are required to adhere
to rules to ensure a fair, efficient market. Fees are charged on a publicly available rate card
with sell side price makers paying a fee based on transaction and/or subscription fees. In order
to maintain an orderly market a certain level of technical and product expertise is required.

The model is disclosed relationship based as Participants are either sell side price makers or
buy side price takers in the request for quote trading system. Provided a Participant is able to
fulfil the criteria for onboarding there is no preferential treatment or discrimination to the
Participants.

(e) The exchange keeps records of each grant and each denial or limitation of access,
including reasons for granting, denying or limiting access.
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The client onboarding procedure ends with an operational confirmation to compliance as to
whether a potential Participant has been onboarded to the venue. This decision is logged in
the compliance portal.

OTCX UK MTF has a publicly available MTF Rulebook that is consistent with the FCA’s Code
of Market Conduct of the FCA Handbook (MAR 5.3.1(4)) meaning that the Applicant provides
access to Participants on a fair, non-discriminatory and open basis. Participant status, access
to, and usage of, the OTCX UK MTF is available to all market participants that meet the criteria
set forth by the Applicant. The Applicant onboards prospective Participants against the
Applicant’s eligibility criteria as part of its onboarding procedures.

Specifically, to be eligible for admission as a Participant, a Participant applicant must
demonstrate to the satisfaction of the Applicant that it:

- Is an eligible counterparty or professional client;

- Satisfies “know your customer” checks, sanctions, and anti-money
laundering checks;

- Meets eligibility criteria and operational requirements as specified in the
OTCX UK MTF Rulebook (see below)

Eligibility criteria ensure that a Participant on the venue is able to legally and organisationally
operate on the OTCX UK MTF. This includes:

- legal and regulatory authority to transact, clear and settle trades
- operating from a jurisdiction that OTCX is able to provide services

Operational requirements ensure that trading on the system will subject to system and staff
requirements to prevent disruption. This includes:

- systems and controls to apply the rules
- meeting OTCX technical standards
- adequately trained staff

For Quebec clients a specific process for onboarding will require the Participant to
acknowledge that it is appropriately registered under Quebec securities laws, exempt from
registration or not subject to registration requirements.

Users are required to be trained as a condition of operational requirements in the OTCX UK
MTF Rulebook.

Record keeping requirements as described in the MTF Rulebook (OTCX retains records of all
submitted orders, executed transactions, services, and activities undertaken on the OTCX UK
MTF to meet its ongoing record keeping obligations) will ensure that records of onboarding
processes are maintained including approval or denying access.

PART 5 REGULATION OF PARTICIPANTS ON THE MTF
5.1 Regulation

The MTF has the authority, resources, capabilities, systems and processes to allow it to
perform its regulation functions, whether directly or indirectly through a regulation services
provider, including setting requirements governing the conduct of its participants, monitoring
their conduct, and appropriately disciplining them for violations of MTF requirements.
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The requirements of the FCA Handbook and OTCX UK MTF Rulebook ensure that OTCX UK
MTF has the authority and processes to perform regulatory functions including governing and
monitoring a Participant’s conduct.

The FCA requirements for OTCX UK MTF approval ensure that resources, capabilities and
systems are sufficient to perform its regulatory functions including:

- Clear rules and process for suspension and removal of Participants
including an appeals process

- Surveillance of activity to detect breaches of the Rulebook, disorderly
trading and market abuse,

- Determination of error trades

- Co-operation with FCA

- Temporarily amend or revoke the rules in circumstances that require
immediate action

Processes are in place to monitor, escalate and act on alerts via trading operations and
compliance.

PART 6 RULEMAKING
6.1 Purpose of Rules

(a) The MTF has rules, policies and other similar instruments (Rules) that are designed to
appropriately govern the operations and activities of participants and do not permit
unreasonable discrimination among participants or impose any burden on competition that is
not reasonably necessary or appropriate.

Obligations under the FCA rules mean that OTCX UK MTF has implemented a publicly
available MTF Rulebook and associated policies that govern the operations and activities of
the OTCX UK MTF Participants.

OTCX UK MTF is required to implement non-discriminatory rules that would not impose any
burden on competition unless they are reasonably necessary and appropriate because such
rules would not meet MTF regulatory requirements.

(b) The Rules are not contrary to the public interest and are designed to
(i) ensure compliance with applicable legislation,

(i) prevent fraudulent and manipulative acts and practices,

(iii) promote just and equitable principles of trade,

(iv) foster co-operation and co-ordination with persons or companies engaged in regulating,
clearing, settling, processing information with respect to, and facilitating transactions in the
products traded on the MTF,

(v) provide a framework for disciplinary and enforcement actions, and
(vi) ensure a fair and orderly market.

The OTCX UK MTF Rulebook is subject to FCA rules, standards and requirements. All eligible
Participants that meet the criteria in the Rulebook are eligible to participate. For Quebec clients
they must additionally acknowledge it is appropriately registered under Quebec securities
laws, exempt from registration or not subject to registration requirements.
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These publicly available rules and standards to ensure a fair and orderly market are not
contrary to the public interest and ensure compliance with applicable legislation contained
within the FCA rules and applicable law. In addition, Participants are required to comply with
the MTF Rulebook and applicable law. OTCX actively monitors Participant’s compliance with
these rules.

Manipulative practices are specifically prohibited.

As described the non-discriminatory rules for fair and transparent trading promote just and
equitable principles of trade.

Co-operation with the FCA is a key principle and rule for the OTCX UK MTF. Participants
accessing a clearing house must adhere to the rules and procedures of the clearing house in
line with MTF Rulebook.

The OTCX UK MTF has rules to suspend or remove Participants in circumstances where

- the Participant or its Authorised Trader breaches the rules or its policies
and Agreement agreed during onboarding;

- The Participant suffers an insolvency event;

- The Participant suffers a default event;

- The Participant is subject to enforcement action by a regulator or
competent authority;

- The Participant no longer meets the eligibility criteria;

- Operator deems that the Participant is not making appropriate use of
the OTCX UK MTF or that restriction, suspension, or removal of the
Participant is necessary to ensure a fair and orderly market on the
OTCX UK MTF

A Participant may appeal against a decision taken to suspend or remove a Participant.

The MTF Rulebook provides the framework to ensure a fair and orderly market including the
ability to suspend Participants, specific instruments, specific asset classes or if required all
trading. Additionally the previously mentioned monitoring and surveillance to detect Rule
breaking, disorderly trading and market abuse.

PART 7 DUE PROCESS
7.1 Due Process

For any decision made by the MTF that affects a participant, or an applicant to be a participant,
including a decision in relation to access, exemptions, or discipline, the MTF ensures that:

(a) parties are given an opportunity to be heard or make representations, and
(b) it keeps a record of, gives reasons for, and provides for appeals or reviews of its decisions.

OTCX UK MTF in line with FCA MAR 5 guidelines for systems and controls and for monitoring
compliance with the rules of the MTF, OTCX UK MTF has implemented sanctions and an
appeal process as detailed in the MTF Rulebook.

OTCX UK MTF may prevent a client becoming a Participant if it does not satisfy the eligibility
criteria as discussed in section 4 above.
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If a Participant wishes to make a complaint to OTCX regarding the operation of the OTCX UK
MTF or the conduct of a Participant or any suspicion that a Participant has committed a breach
of MTF Rules, they may do so in writing or via email as described in the MTF Rulebook.

The MTF Rulebook also details the Market Notice process that requires OTCX to provide
Participants if there are any changes to the Rules.

The Applicant will act promptly if a complainant Participant accepts any offer of redress or
remedial action that the Applicant has offered. The Applicant keeps records of each grant and
each denial or limitation of access, including reasons for granting, denying or limiting access,
along with a record of any breaches of the OTCX UK MTF rules by Participants for at least
five years.

PART 8 CLEARING AND SETTLEMENT
8.1 Clearing Arrangements

The MTF has or requires its participants to have appropriate arrangements for the clearing
and settlement of transactions for which clearing is mandatory through a clearing house.

It is the Applicant’s requirement in the MTF Rulebook that for cleared products Participants
(including Quebec Participants) are either (a) are clearing members of a clearing house and
clear directly (provided such clearing house has obtained recognition as a clearing agency in
Quebec or an exemption or interim exemption from recognition as a clearing agency in
Quebec) or (b) have a relationship with a clearing member on whom the Participant relies for
clearing.

The Participant is required to determine which transactions executed on the OTCX UK MTF
are required to be cleared. The transaction is specified as a cleared transaction before pricing
and execution. If the Participant is not a clearing member OTCX UK MTF facilitates a pre-
execution credit check on behalf of the clearing member to verify pre-execution limits. Only if
confirmation of limits is received can OTCX confirm the cleared derivative for execution.

Participants accessing a clearing house must adhere to the rules and procedures of the
relevant clearing house in respect of the clearing and settlement of the transactions.

In the event a transaction concluded on the OTCX UK MTF is not accepted by the applicable
clearing house, OTCX UK MTF shall void such transaction. Where the non-acceptance is due
to a technical or clerical problem, the transaction can be submitted for clearing once more
within one hour from the previous submission in the form of a new transaction but with the
same economic terms, provided that both counterparties have agreed to the second
submission.

OTCX’s rulebook under section 29 Clearing states:

“29.1 Participants are responsible for:

i) determining which Transactions executed on the OTCX MTF require to be cleared,
i) submitting such Transactions for clearing; and

iii) fulfilling the Rules of the relevant agreements necessary for clearing the Transactions in
line with Applicable Law.”

It is the Participant’s responsibility to ensure any clearing mandate is adhered to. OTCX
provides operational support to ensure each cleared trade has a pre-trade credit check (for
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non-clearing member) and is sent to clearing after the conclusion of the trade. The Participant
is required to determine if the product is cleared pre-trade.

8.2 Risk Management of Clearing House

The MTF has assured itself that the clearing house has established appropriate risk
management policies and procedures, contingency plans, default procedures and internal
controls.

For all cleared interest rate swap trades OTCX provides connectivity to either LCH Limited or
Chicago Mercantile Exchange, Inc. (“CME”) via an established third party middleware provider
(MarkitWire). LCH Limited is supervised as a UK Central Counterparty (CCP) by the Bank of
England. CME is a Recognised non-UK CCP. Financial market infrastructures supervised by
the Bank of England are listed here: Who are we? | Bank of England

For Quebec clients, LCH Limited and CME are exempted from the requirement to be
recognized as a clearing agency in Quebec.

CME is registered with the Commodity Futures Trading Commission (the “CFTC”) as a
“derivatives clearing organization” (“DCO”) within the meaning of the Commodity Exchange
Act, as amended (the “CEA”) and is required to have appropriate risk and control measures.

Any new clearing house would be subject to onboarding procedures that would ensure the
risk management, procedures and controls were appropriate.

PART 9 SYSTEMS AND TECHNOLOGY
9.1 Systems and Technology

Each of the MTF's critical systems has appropriate internal controls to ensure completeness,
accuracy, integrity and security of information, and, in addition, has sufficient capacity and
business continuity plans to enable the MTF to properly carry on its business. Critical systems
are those that support the following functions:

(a) order entry,

(b) order routing,

(c) execution,

(d) trade reporting,

(e) trade comparison,
(f) data feeds,

(g9) market surveillance,
(h) trade clearing, and

(i) financial reporting.

The OTCX UK MTF has appropriate internal controls (that cover all of the critical functions
listed above) designed to ensure completeness, accuracy, integrity and security of
information, and, in addition, has sufficient capacity and a business continuity plan to enable
OTCX UK MTF to properly carry on its business.
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The internal controls are summarised in OTCX platform control strategy processes. The
processes are to ensure that the capacity and capability of the system is considered within all
key processes that execute transactions.

The roles, responsibilities and stakeholders are defined to support system configuration of
platform controls and business training. The controls are:

e Planning and development
o New business initiative- impact assessment
o Product development-unit testing and volume testing
o Technology strategy setting
e Transaction processing
o Client onboarding
Product transaction flow-cleared and non-cleared products
Product transaction flow-errors
Platform management controls-services
Platform management controls-load balancing and replication
o Platform management controls-processing queue
e Monitoring and response management
o Platform status monitoring and management
Volume threshold monitoring
Incident capture, management and logging (Priority 1)
Incident notification process
Simulation and stress testing
Annual technology evaluation and remediation
o Periodic testing of kill functionality
e Oversight
o Management reporting
o Independent review and validation

O O O O

O O O O O

FCA requirements include capacity and resilience, in particular OTCX UK MTF has had to
demonstrate conformance with RTS 7 Capacity and Resilience of Trading Venues and a
detailed IT Controls process. This includes detailed processes for:

- System testing for any deployments
- System capacity

- System monitoring

- Performance review

- Business continuity process

- Disorderly trading

- Pre-trade and post-trade controls

- Security and limits to system access

This detailed analysis of capacity and resilience requirements with associated governance
and processes to support the requirements is contained in RTS 7 (UK Version of EU CDR
2017/584) that formed part of the detailed approval process for MTF authorisation.

9.2 System Capability/Scalability

Without limiting the generality of section 9.1, for each of its systems supporting order entry,
order routing, execution, data feeds, trade reporting and trade comparison, the MTF:

(a) makes reasonable current and future capacity estimates;
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OTCX UK MTF ensures that trading systems have sufficient capacity to perform their functions
without systems failures, outages or errors in matching transactions at least at the highest
number of messages per second recorded on that system during the previous five years
multiplied by two. [RTS 7 Art 11(1)]

(b) conducts capacity stress tests to determine the ability of those systems to process
transactions in an accurate, timely and efficient manner;

OTCX has processes to review the capacity and performs stress tests resulting in promptly
and effectively remedy any deficiencies identified. OTCX simulate adverse scenarios to
verify the performance of the hardware, software and communications and identify the
scenarios under which the trading system or parts of the trading system perform their
functions with systems failures, outages or errors in matching transactions. Stress tests
cover all trading phases, trading segments and types of instruments traded by OTCX.

(c) reviews the vulnerability of those systems and data centre computer operations to
internal and external threats, including physical hazards and natural disasters;

OTCX monitors its data centre as a critical outsource provider and has an IT security policy
that includes protection from environmental threats.

(d) ensures that safeguards that protect a system against unauthorized access, internal
failures, human errors, attacks and natural catastrophes that might cause improper
disclosures, modification, destruction or denial of service are subject to an independent
and ongoing audit which should include the physical environment, system capacity,
operating system testing, documentation, internal controls and contingency plans;

OTCX IT security policy includes physical safeguards and security standards to protect the
system. The data centre that houses the OTCX estate is fully ISO 27001 and ISO 9001
compliant and includes detailed requirements for protection of the data centre from unlawful
and unauthorised physical intrusion as well as protection from malicious software.

(e) ensures that the configuration of the system has been reviewed to identify potential
points of failure, lack of back-up and redundant capabilities;

OTCX UK MTF has a change management process that identifies and mitigates the risk of
failures caused by faulty code or configuration changes. In particular as part of the security
and data protection strategy it has policies to address configuration of network devices and
user systems.

(f) maintains reasonable procedures to review and keep current the development and
testing methodology of those systems; and

As part of OTCX Trading Limited Platform Control Processes OTCX performs a periodic
review of the performance and capacity of the trading systems.

(9) maintains reasonable back-up, contingency and business continuity plans, disaster
recovery plans and internal controls.

A fundamental requirement of the FCA under MIFID rules is “to have in place effective
systems, procedures and arrangements to ensure its trading systems are resilient, have
sufficient capacity to deal with peak order and message volumes, are able to ensure orderly
trading under conditions of severe market stress, are fully tested to ensure such conditions
are met and are subject to effective business continuity arrangements to ensure continuity of
its services if there is any failure of its trading systems”.
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These requirements are detailed in RTS 7 and MIFID IT controls forms including OTCX
Trading Limited - business continuity management and disaster recovery policy.

9.3 Information Technology Risk Management Procedures

The MTF has appropriate risk management procedures in place including those that handle
trading errors, trading halts and respond to market disruptions and disorderly trading.

The Board requires the Firm to adopt a risk management framework to protect the Firm and
its customers, and to ensure ongoing compliance with regulatory expectations (see section
3.3).

OTCX has conducted a market abuse risk assessment and integrated it into a surveillance
program that monitors for disorderly trading and potential trading errors. As part of the MTF
Rulebook OTCX may take action where it appears required for the orderly functioning of the
OTCX UK MTF and for the safety and integrity of the market, including;

- Suspending, halting or constraining all or part of trading on the OTCX
UK MTF;

- Changing the trading hours;

- Temporarily changing or suspending the provision of the Rules.

Monitoring and operational procedures are in place to take appropriate action.

PART 10 FINANCIAL VIABILITY
10.1 Financial Viability

The MTF has sufficient financial resources for the proper performance of its functions and to
meet its responsibilities.

The Applicant has adequate financial and staff resources to carry on its activities in full
compliance with its regulatory requirements and with best practices. The Applicant is subject
to prudential regulation, including minimum regulatory capital requirements, and must submit
quarterly financial reports to the FCA.

OTCX Trading Limited is required to undergo an Internal Capital and Risk Assessment
(ICARA) that is repeated annually or earlier should there be a significant change to OTCX'’s
operating model. This process is detailed in FCA Handbook under MiFIDPRU 7.4 as described
below;

ICARA process: baseline obligations
MIFIDPRU 7.4.9R

(1) A firm must have in place appropriate systems and controls to identify, monitor and, if
proportionate, reduce all material potential harms:

(a) that the ongoing operation of the firm’s business may cause to:
(i) the firm’s clients and counterparties;
(ii) the markets in which the firm operates; and

(iii) the firm itself; and
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(b) that may result from winding down the firm’s business, to ensure that the firm can be wound
down in an orderly manner.

(2) If any material potential harms remain after a firm has implemented the systems and
controls in (1), the firm must assess whether to:

(a) hold additional own funds to address the harms in accordance with MIFIDPRU 7.6.2R; and
(b) hold additional liquid assets to address the harms in accordance with MIFIDPRU 7.7.2R.
(3) The requirements in this rule apply to a firm’s entire business, including:

(a) all regulated activities, irrespective of whether they are MiFID business; and

(b) any unregulated activities.

(4) The systems, controls and procedures operated by a firm to comply with the requirements
in this rule are known as the ICARA process.

OTCX has performed the analysis and determined the capital and liquidity resourced required.
This includes a capital requirement equivalent to the Fixed Overhead Requirement (FOR) and
liquid assets equivalent to one third of FOR. The ICARA is approved by the Board.

PART 11 TRADING PRACTICES
11.1 Trading Practices

Trading practices are fair, properly supervised and not contrary to the public interest.

FCA requirements are that trading practices are fair, properly supervised and not contrary to
public interest.

In particular, the FCA Code of Market Conduct (MAR) requires “transparent and non-
discretionary rules and procedures for fair and orderly trading.” OTCX has a publicly available
MTF Rulebook that all Participants are required to adhere to as part of the onboarding process.

OTCX is required to supervise trading and Participants are required to have appropriate trade
monitoring systems.

Market abuse (insider trading and market manipulation) is monitored by OTCX UK MTF under
UK version of EU Market Abuse Regulation 596/2014 and OTCX is required to report to the
FCA suspected market abuse, disorderly trading and s significant breach of the MTF rules.

These requirements result in a fair and transparent market available to all eligible Participants
that is properly supervised and operated in line with the public interest.

11.2 Orders

Rules pertaining to order size and limits are fair and equitable to all market participants and
the system for accepting and distinguishing between and executing different types of orders
is fair, equitable and transparent.

The only available trading protocol is request-for-quote which is available to all and described
in the publicly available MTF Rulebook. There are no specific rules for order size and limits,
but trading is monitored for market abuse and disorderly trading which includes size and price
parameters for validation and/or review. Participants can agree trade size and limits (except
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for cleared trades that are determined by the clearing member and ultimately the clearing
house).

11.3 Transparency

The MTF has adequate arrangements to record and publish accurate and timely information
as required by applicable law or the Foreign Regulator. This information is also provided to all
participants on an equitable basis.

OTCX UK MTF is subject to pre-trade transparency requirements in accordance with UK
MiFIR and will make public, on a continuous basis during Trading Hours, details of Orders,
including bid and offer prices and the depth of the trading interest. OTCX has obtained pre-
trade transparency waivers from the publication of all or part of the pre-trade data. Where the
transparency waivers have been granted full details of orders on the OTCX UK MTF may not
be made available to non-Participants.

OTCX UK MTF is subject to post-trade transparency requirements in accordance with UK
MiFIR and will make public, as close to real-time as technically possible, the price, volume
and time of Transactions executed on the OTCX UK MTF. The operator has obtained a post-
trade transparency deferrals from the publication of all or part of the post-trade data. Where
the deferrals have been received from the FCA, OTCX may defer the publication of post-trade
data as provided by the applicable deferral.

PART 12 COMPLIANCE, SURVEILLANCE AND ENFORCEMENT
12.1 Jurisdiction

The MTF or the Foreign Regulator has the jurisdiction to perform member and market
regulation, including the ability to set rules, conduct compliance reviews and perform
surveillance and enforcement.

An MTF is required under the FCA Handbook to set rules, conduct compliance reviews,
monitor Participants' trading activity and take enforcement action against Participants when
appropriate.

OTCX must (FCA Handbook MAR 5.6.1):

(1) report to the FCA any:

(a) significant breaches of the firm's rules;

(b) disorderly trading conditions;

(c) conduct that may involve market abuse; and

(d) system disruptions in relation to a Financial Instrument;

(2) supply the information required under this rule without delay to the FCA and any other
authority competent for the investigation and prosecution of market abuse; and

(3) provide full assistance to the FCA, and any other authority competent for the investigation
and prosecution of market abuse, in its investigation and prosecution of market abuse
occurring on or through the firm's systems.

OTCX has Rules, policies, and procedures to comply with this requirement.

12.2 Member and Market Regulation
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The MTF or the Foreign Regulator maintains appropriate systems, resources and procedures
for evaluating compliance with MTF and legislative requirements and for disciplining
participants.

Please see the responses to Sections 5.1 (Regulation), 6.1 (Rulemaking), 11.1 (Trading
Practices) and 12.1 (Jurisdiction) and the OTCX UK MTF Rulebook that require OTCX UK
MTF to have systems in place to monitor compliance by Participants with view to identify any
breaches of the Rules, eligibility criteria and misleading acts, conduct and prohibited practices.

12.3 Availability of Information to Regulators

The MTF has mechanisms in place to ensure that the information necessary to conduct
adequate surveillance of the system for supervisory or enforcement purposes is available to
the relevant regulatory authorities, including the AMF, on a timely basis.

12.1 describes the scope of information made available to the FCA on a timely basis. Please
see section 16 below for further details.

PART 13 RECORD KEEPING
13.1 Record Keeping

The MTF has and maintains adequate systems in place for the keeping of books and records,
including, but not limited to, those concerning the operations of the MTF, audit trail information
on all trades, and compliance with, and/or violations of MTF requirements.

OTCX has implemented policies designed to ensure that the FCA has ready access to the
records that it is required to maintain under UK MiFID, from which the FCA should be able to
reconstruct each key stage of a transaction on the OTCX UK MTF if required, in particular
under RTS 24 — Order Record Keeping Requirements (UK version of Commission Delegated
Reqgulation (EU) 2017/580).

OTCX also keeps records of each grant and each denial or limitation of access, including
reasons for granting, denying or limiting access, along with a record of any breaches of the
OTCX UK MTF Rulebook by its Participants.

PART 14 OUTSOURCING
14.1 Outsourcing

Where the MTF has outsourced any of its key services or systems to a service provider, it has
appropriate and formal arrangements and processes in place that permit it to meet its
obligations and that are in accordance with industry best practices.

Outsourcing means an arrangement of any form between OTCX and a service provider by
which that service provider performs a process, a service or an activity which would otherwise
be undertaken by OTCX itself.

Outsourcing does not include where:

the process, service or activity is not part of the service offering of OTCX, such as provision
of legal advice, security management of the OTCX office premises;
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standardised services such as market information services; and

services that are part of the market structure, e.g. clearing.

Critical or important outsourcing

An outsourcing agreement is defined as critical or important if a failure in its operations would:
-create systemic implications;

-undermine OTCX’s compliance with regulatory obligations;

-create significant impact on OTCX’s financial performance; and,

-severely undermine OTCX’s ability to provide core products and services.

OTCX is bound by the FCA’s outsourcing rules applicable to critical or important functions
(SYSC 8.1). If OTCX chooses to outsource a critical process or service, it must notify the FCA
and demonstrate how the firm is able to retain effective control of the outsourced activity.
Compliance is in charge of notifying the FCA of any critical outsourcing arrangements.

OTCX has one important outsourcing arrangement: the hosting of OTCX servers to a data
centre specialist. The datacentre is UK based, ISO 27001 and ISO 9001 compliant, OTCX
review the standards of the host provider on an annual basis, ensuring they adhere to
expected OTCX standards on disaster recovery (DR), BCP and service availability.

Risk based sourcing and selection process - OTCX's operates to an internally defined
outsourcing policy that allows OTCX to engage in outsourcing agreements when the
arrangement offers access to superior expertise and execution than might be attainable in-
house. When OTCX decides to rely on a third party for the performance of operational
activities, it must ensure that reasonable steps are taken to avoid undue operational risk. The
outsourcing principles are applicable to both external vendors and intra-group arrangements
part of OTCX. The following principles must be complied with:

- Quality impairment / risk degradation - No outsourcing should take place if that would impair
the quality of OTCX’s internal controls or ability to comply with relevant regulatory obligations;

- No degradation of OTCX responsibilities - No outsourcing should result in any delegation of
responsibility by Senior Management;

- Diligence mandate - OTCX must exercise due skill, care, and diligence when entering into,
managing and terminating an outsourcing agreement.

Contract specific requirements with current data centre provider:

- Access management - Data centres must be safeguarded against unlawful and unauthorised
physical intrusion

- Data protection controls - Onsite and offsite locations where removable media is stored must
provide access controls and protection which reduce the risk of loss or damage to an
acceptable level. (Printed output if created is to be protected at all times.)

- Disaster recovery plans - for all systems are developed, tested, and implemented regularly.
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- Protection from environmental threats - When locating data centres, suitable precautions are
to be taken to guard against the environmental threats of power outages, fire, flood, and
excessive ambient temperature and humidity.

- Backup power - An uninterruptible power supply (UPS) are installed to ensure the continuity
of services during power outages. With appropriate long term power generation available on
site, such as diesel generators and fuel for 48 hours.

- Protection from theft, fire, flood, + other hazards - The sites chosen to locate computers and
store data are suitably protected from physical intrusion, theft, fire, flood, and other hazards.

- Service level agreements - are defined for the data centre (critical outsource) as per SYSC
8 of the FCA Handbook and are in place or planned.

PART 15 FEES
15.1 Fees

(a) All fees imposed by the MTF are reasonable and equitably allocated and do not have the
effect of creating an unreasonable condition or limit on access by participants to the services
offered by the MTF.

(b) The process for setting fees is fair and appropriate, and the fee model is transparent.

The key requirement for OTCX UK MTF is in the FCA Handbook (MAR 5.3A.11)

“A firm’s fee structure, for all fees it charges and rebates it grants in relation to the MTF, must:
(1) be transparent, fair and non-discriminatory;

(2) not create incentives to place, modify or cancel orders, or execute transactions, in a way
which contributes to disorderly trading or market abuse;”

OTCX publishes a publicly available transparent rate card with a fee structure that applies
equally to all Participants. Any change to the rate card will be notified by a market notice.

PART 16 INFORMATION SHARING AND OVERSIGHT ARRANGEMENTS
16.1 Information Sharing and Regulatory Cooperation

The MTF has mechanisms in place to enable it to share information and otherwise co-operate
with the AMF, self-regulatory organizations, other MTFs, clearing agencies, investor protection
funds, and other appropriate regulatory bodies.

OTCX has an open and cooperative policy to respond promptly to any regulatory enquiry in a
timely manner.

The MTF Rulebook states:

- “In the event of an information request, regulatory investigation or any other action by any
Regulator or Competent Authority in relation to activity conducted on the OTCX UK MTF, the
Participant must provide access to any information and documentation relevant to the request
and co-operate with OTCX and the relevant Regulator unless the Participant is restricted by
Applicable Law.”

- “The Operator will share information with the FCA or any other relevant Competent Authority
with oversight of any regulated activity to which the OTCX UK MTF relates as required”
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16.2 POWER OF THE FOREIGN REGULATOR IN THE HOME JURISDICTION
REGARDING COOPERATION

Satisfactory information sharing and oversight agreements exist between the AMF and the
Foreign Regulator.

The AMF and the FSA (the FCA replaced the FSA on 01 April 2013) are signatories of the
Memorandum of Understanding promote effective supervision of entities operating in both
jurisdictions and reduce regulatory overlap dated March 23, 2011, which sets forth the
signatory authorities' intent with regard to mutual assistance and the exchange of information
for the purpose of enforcing and securing compliance with the respective laws and regulations
of the jurisdictions of the signatory authorities.

16.3 POWER OF THE APPLICANT REGARDING COOPERATION

The Applicant confirms that it has the power to cooperate fully with the AMF and self-regulatory
organizations in the Province of Québec, and to provide information and documents with
respect to its operations that could be reasonably requested by the AMF. The Applicant has
established a process that enables it to respond to requests from regulators regarding the
Applicant in a timely manner. It is the Applicant’s policy to respond promptly and completely
to any proper regulatory inquiry or request for documents.

PART 17 IOSCO PRINCIPLES
17.1 10SCO Principles

To the extent it is consistent with the laws of the foreign jurisdiction, the MTF adheres to the
standards of the International Organisation of Securities Commissions (IOSCO) including
those set out in the "Principles for the Regulation and Supervision of Commodity Derivatives
Markets" (2011).

OTCX UK MTF adheres to the standards of IOSCO in that it must comply with the MiFID II
and the FCA rules set down in the FCA Handbook, which reflect the IOSCO standards.

PART 18 CONDITIONS OF COMPLIANCE

If authorization is granted, the Applicant undertakes to provide the AMF with the following
information and any other information that may be required, notably but not limited to: (i) its
annual financial statements; (ii) any material amendment to the laws or regulations governing
its activities; (iii) any amendment to its Articles of Association; (iv) any change respecting its
right to operate or the existence of conditions respecting the performance of activities in its
home jurisdiction; and (v) notice of any situation that could have an impact on its financial
viability or its ability to operate.

Furthermore, the Applicant undertakes to comply with any other applicable Québec law,
including An Act respecting the legal publicity of sole proprietorships, partnerships and legal
persons (R.S.Q., c. P-45), to maintain its recognition or authorization in its home jurisdiction
and to abide by any AMF decision.
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Part IV Submissions by the Applicant

The instruments for which the Applicant seeks approval for Quebec Participants to trade on
the MTF fall under the definition of “derivative,” as set forth in section 3 of the Act.

The MTF falls under the definition of “published market” set out in section 3 of the Act because
it brings together buyers and sellers of derivatives and uses established, non-discretionary
methods under which orders interact with each other.

An “exchange” is not defined under the Act; however, subsection 3.1(2) of the policy statement
to Regulation 21-101 respecting Marketplace Operation provides that a “marketplace” is
considered to be an “exchange” if it, among other things, sets requirements governing the
conduct of marketplace participants. A multilateral trading facility has certain obligations to
monitor participants’ trading activity. Because a multilateral trading facility sets requirements
for the conduct of its participants and surveils the trading activity of its participants, it will be
considered by the AMF to be an exchange for purposes of the Act.

An exchange and a published market fall under the definition of “regulated entity” set out in
section 3 of the Act.

Pursuant to the section 12 of the Act, no regulated entity may carry on derivatives activities in
Quebec unless it is recognized by the AMF as an exchange or as a published market or
exempt from recognition by the AMF.

The Applicant submits that an exemption from recognition is appropriate for the MTF because
the Applicant is subject to regulation by the FCA and full regulation by the AMF would be
duplicative and inefficient.

The Applicant understands that this Application will be reviewed and discussed with Staff and
that it will be published, along with a draft order, for a 30-day comment period.

Based on the foregoing, we submit that it would not be prejudicial to the public interest to grant
the Requested Relief.

Part V Other Matters

In support of this Application, we are enclosing the following: (a) a verification statement from
an officer of the Applicant confirming our authority to prepare and file this Application, and
certifying the truth of the facts contained herein as Annex A; and (b) a draft Order for the
Requested Relief, including draft terms and conditions as Annex B.

OTCX consents to the publication of this Application for public comment in the AMF Bulletin.

Yours very truly,

(s) Paul Stones

COO

OTCX Trading Limited
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Annex A

Verification Certificate

To: Autorité des marchés financiers

Dear Sirs/Mesdames:
Re: Application by OTCX Trading Limited

I, Paul Stones, as Chief Operating Officer of OTCX Trading Limited, do hereby certify that
the preparation and compilation of the attached application to the Autorité des marchés
financiers is authorized and confirm the truth of the facts contained therein

Dated: 12" November 2024

(s) Paul Stones
Chief Operating Officer
OTCX Trading Limited

Annex B

Re: OTCX Trading Limited

Considering the application filed by OTCX with the AMF on 12" November 2024 (the
"Application") in order to obtain an exemption from:

a) the requirement to be recognized as an exchange under section 12 of the Derivatives Act
(Quebec) (the Act) pursuant to section 86 of the Act;

b) from the requirements in Regulation 21-101 Respecting Marketplace Operation
(“Regulation 21- 101”) pursuant to section 86 of the Act and section 15.1 of Regulation 21-
101;

c) from the requirements in Regulation 23-101 Respecting Trading Rules (“Regulation 23-
101”) pursuant to section 86 of the Act and section 12.1 of Regulation 23-101; and

d) from the requirements in Regulation 23-103 Respecting Electronic Trading and Direct
Electronic Access to Marketplaces (“Regulation 23-103”) pursuant to section 86 of the Act
and section 10 of Regulation 23-103.

(together, the “Requested Exemption”);

Considérant les faits et représentations fournis par OTCX a l'appui de la Demande, en
particulier:
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1. OTCX exploite actuellement un systéme multilatéral de négociation (MTF). Les types
d'investissements suivants sont proposés a la négociation sur la Plateforme : swaps
de taux d'intérét a devise unique et multiple, swaps de taux au jour le jour, swaps
d'inflation, swaptions, accords a taux futur, swaps a échéance constante, caps/floors
et swaps sur rendement total.

2. OTCX arecu l'autorisation le 24 juillet 2023 de la FCA, l'autorité de régulation des
services financiers du Royaume-Uni (UK), d'agir en tant qu'opérateur du MTF.

3. Sans I'Exemption Demandée, les Participants au Québec seront empéchés de
négocier avec les Participants du UK sur le MTF, une plateforme de négociation
réglementée au UK.

4. Un client qui conclut un accord concernant le MTF (un Participant) doit se conformer
aux Regles applicables au MTF dans son ensemble.

5. Le Demandeur est soumis a la supervision réglementaire de la FCA, conformément
a une autorisation d'exploiter un systéme multilatéral de négociation accordée le 24
juillet 2023.

6. Par conséquent, le Demandeur est tenu de se conformer au cadre réglementaire de
la FCA, qui comprend, entre autres, des régles sur (i) la conduite des affaires (y
compris les régles concernant la catégorisation des clients, la communication avec
les clients et autres protections des investisseurs et accords clients), (ii) la conduite
du marché (y compris les regles applicables aux entreprises exploitant un systéme
multilatéral de négociation), et (iii) les systemes et contréles (y compris les régles sur
I'externalisation, la gouvernance, la tenue de registres et les conflits d'intéréts). La
FCA exige que le Demandeur se conforme en tout temps a un ensemble de
conditions seuils pour l'autorisation, y compris des exigences selon lesquelles le
Demandeur est "apte et appropri€" pour étre autorisé et qu'il dispose de ressources
appropriées pour les activités qu'il exerce. Le Demandeur est soumis a une
réglementation prudentielle, y compris des exigences minimales de capital
réglementaire, et est capitalisé au-dela des exigences réglementaires. La fonction de
conformité du Demandeur est responsable de la mise en ceuvre et du maintien de
politiques et procédures adéquates congues pour garantir que le Demandeur (et tout
le personnel associé) se conforme a ses obligations en vertu des regles de la FCA.
Ces politiques et procédures sont énoncées dans le manuel de conformité d'OTCX
et les politiques et procédures internes associées.

7. La Plateforme est tenue d'avoir des exigences régissant la conduite des Participants,
de surveiller le respect de ces exigences et de signaler a la FCA (a) les violations
importantes des Regles, (b) les conditions de négociation désordonnées, et (c) les
conduites pouvant impliquer un abus de marché. Le Demandeur peut également
notifier la FCA lorsque I'accés d'un Participant est résilié, temporairement suspendu
ou soumis a condition(s). Comme requis, le Demandeur a mis en place un
programme de surveillance des transactions. Dans le cadre de ce programme, le
département de conformité du Demandeur effectue une surveillance du marché de
I'activité de négociation sur la Plateforme pour identifier les négociations
désordonnées et les abus de marché ou anomalies. Le programme de surveillance
des transactions est congu pour maintenir un marché équitable et ordonné pour les
Participants.

8. Les Participants sont responsables de s'assurer qu'ils disposent des arrangements
technologiques et opérationnels ainsi que de l'infrastructure en place pour assurer la
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compensation et le reglement efficaces et opportuns des transactions. Les
Participants sont tenus de spécifier s'ils souhaitent compenser une transaction et
avoir un compte de compensation aupres de la chambre de compensation
directement ou via un membre de la chambre de compensation.

9. Le Demandeur exige que tous les Participants répondent aux criteres d'une
Contrepartie Eligible ou d'un client professionnel, tels que définis dans le Manuel de
la FCA. Chaque Participant potentiel doit (i) Avoir des systémes et contrdles pour se
conformer a ces Régles et a toute Loi Applicable ; (ii) Avoir des systéemes de
surveillance des transactions appropriés ; (iii) Répondre aux normes techniques
requises par OTCX pour l'acces et la participation au MTF ; (iv) Entreprendre des
tests de conformité comme OTCX peut I'exiger ; (v) Disposer de ressources
financieéres adéquates, de connaissances en matiere de négociation et de
compétences pour participer au MTF et pour répondre a toutes les obligations
impliquées ; (vi) Avoir des systémes et contrdles internes pour prévenir et limiter les
Transactions Erronées et les Ordres erronés sur le MTF OTCX et pour assurer une
conformité continue avec, et prévenir les violations de, la Loi Applicable et ces
Reégles et (vii) Avoir du personnel adéquatement formé pour utiliser le Systeme.

10. OTCX offrira un acceés direct a la négociation sur le MTF aux Participants situés au
Québec (Participants du Québec) et diment enregistrés conformément aux lois sur
les valeurs mobilieres du Québec applicables, ou exemptés de ces exigences, et
qualifiés en tant que Contrepartie Eligible ou Client Professionnel. Les Participants
du Québec seront tenus d'informer immédiatement le Demandeur s'ils cessent de
répondre a ces critéres. Les Participants doivent également fournir toute information
demandée par le MTF ou le Demandeur pour permettre le suivi des responsabilités
en ce qui concerne les criteres d'éligibilité et opérationnels.

11. Les Participants du Québec peuvent inclure des institutions financieres, des
gestionnaires d'actifs, des courtiers, des entités gouvernementales, des fonds de
pension et d'autres entités bien capitalisées qui répondent aux criteres décrits ci-
dessus.

12. OTCX exerce des activités de bourse au sens de la Iégislation sur les dérivés par le
biais de la Plateforme.

13. OTCX n'a pas de bureau ou d'établissement au Québec et n'a pas l'intention d'en
établir un.

Considering the publication of the Application for comments in the Bulletin of the AMF from
December 5", 2024 [citation] for a 30 day period, in accordance with section 14 of the Act;

Considering the absence of comments following this publication;

Considering the AMF’s conclusion that OTCX meets the expectations set out in the Policy
Statement respecting the Authorization of Foreign-Based Exchanges established by decision
No. 2005-PDG-0087 rendered on March 30, 2005 and published in the AMF Bulletin on April
1, 2005 [(2005) Vol. 2, No. 13, B.A.M.F., Supplement];

Considering the conclusion by the AMF that the FCA'’s regulatory framework regime is
similar to that of Quebec;
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Considering the AMF’s opinion that OTCXs activities on the Facility are comparable to
exchange activities within the meaning of the Act;

Considering section 86 of the Act, under which the AMF may, based on the conditions it
determines, exempt a derivative, a person, a group of persons, an offer or a trade from any
or all of the requirements or obligations under the Act if its considers that the exemption is
not prejudicial to the public interest;

Considering the powers delegated in accordance with section 24 of the Act respecting the
regulation of the financial sector, CQLR, c. E-6.1; Considering the AMF’s power to determine
if it is still appropriate to grant the Requested Exemption on the conditions set forth in this
decision as a result of its monitoring of developments in domestic and international capital
markets and OTCX’s activities;

Considering the confirmation by OTCX of the acceptance of the terms and conditions set
forth in this decision;

Considering the analysis carried out by the Direction principale de 'encadrement des
structures de marché and its recommendation that the granting of the Requested Exemption
based on the conditions set out in this decision is not prejudicial to the public interest.

Therefore, the AMF grants, under section 86 of the Act, the Requested Exemption based on
the following conditions:

Regulation and Oversight of the Applicant

1. The Applicant will maintain its permission to operate as a multilateral trading facility (MTF)
with the FCA and will continue to be subject to the regulatory oversight of the FCA.

2. The Applicant will continue to comply with the ongoing requirements applicable to it as the
operator of an MTF authorized by the FCA.

3. The Applicant must do everything within its control, which includes cooperating with the
AMF as needed, to carry out its activities as an exchange exempted from recognition under
the Marketplace Rules and section 12 of the Act in compliance with Quebec securities laws.

Access

4. The Applicant will not provide direct access to a Participant in Quebec (a Quebec User)
unless the Quebec User is appropriately registered as applicable under the securities laws of
Quebec or is exempt from or not subject to those requirements.

5. For each Quebec User provided direct access to its Facility, the Applicant will require, as
part of its application documentation or continued access to the Facility, the Quebec User to
represent that it is appropriately registered as applicable under the securities laws of Quebec
or is exempt from or not subject to those requirements.

6. The Applicant may reasonably rely on a written representation from the Quebec User that
specifies either that it is appropriately registered as applicable under the securities laws of
Quebec or is exempt from or not subject to those requirements, provided the Applicant
notifies such Quebec User that this representation is deemed to be repeated each time it
enters an order, request for quote or response to a request for quote or otherwise uses the
Applicant's Facility.
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7. The Applicant will require Quebec Users to notify the Applicant if their registration as
applicable under the securities laws of Quebec has been revoked, suspended, or amended
by the AMF or if they are no longer exempt from or become subject to those requirements
and, following notice from the Quebec User and subject to applicable laws, the Applicant will
promptly restrict the Quebec User's access to the Facility if the Quebec User is no longer
appropriately registered or exempt from those requirements.

Trading by Quebec Users
8. The Applicant will not provide access to a Quebec User to trading in products other than

- swaps or security-based swaps, as defined in section 1a(47) of the United States
Commodity Exchange Act (as amended)

- security-based swaps as defined in section 3(a)(68) of the United Stated Securities
Exchange Act of 1934 (as amended)

without prior approval of the AMF.
Submission to Jurisdiction and Agent for Service

9. With respect to a proceeding brought by the AMF arising out of, related to, concerning or
in any other manner connected with the AMF’s regulation and oversight of the activities of
the Applicant in Quebec, the Applicant will submit to the non-exclusive jurisdiction of (i) the
courts and administrative tribunals of Quebec and (ii) an administrative proceeding in
Quebec.

10. The Applicant will submit to the AMF a valid and binding appointment of an agent for
service in Quebec upon whom the AMF may serve a notice, pleading, subpoena, summons
or other process in any action, investigation or administrative, criminal, quasi-criminal, penal
or other proceeding arising out of, related to, concerning or in any other manner connected
with the AMF’s regulation and oversight of the Applicant's activities in Quebec.

Prompt Reporting
11. The Applicant will notify staff of the AMF promptly of:

(a) any authorization to carry on business granted by the FCA is revoked or suspended or
made

subject to terms or conditions on the Applicant's operations;

(b) the Applicant institutes a petition for a judgment of bankruptcy or insolvency or similar
relief, or

to wind up or liquidate the Applicant or has a proceeding for any such petition instituted
against it;

(c) a receiver is appointed for the Applicant or the Applicant makes any voluntary
arrangement with

creditors;
(d) the Applicant marketplace is not in compliance with this Order or with any applicable

requirements, laws or regulations of the FCA where it is required to report such non-
compliance to

the FCA;
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(e) any known investigations of, or disciplinary action against, the Applicant by the FCA or
any other

regulatory authority to which it is subject; and
(f) the Applicant makes any material change to the eligibility criteria for Quebec Users.
Semi-Annual Reporting

12. The Applicant will maintain the following updated information and submit such
information in a manner and form acceptable to the AMF on a semi-annual basis (by July 31
for the first half of the calendar year and by January 31 of the following year for the second
half), and at any time promptly upon the request of staff of the AMF:

(a) a current list of all Quebec Users and whether the Quebec User is registered under the
securities

laws of Quebec or is exempt from or not subject to registration, and, to the extent known by
the

Applicant, other persons or companies located in Quebec trading on the Applicant's Facility
as

customers of participants (Other Quebec Participants);
(b) the legal entity identifier assigned to each Quebec User, and, to the extent known by the

Applicant, to Other Quebec Participants in accordance with the standards set by the Global
Legal

Entity Identifier System;

(c) a list of all Quebec Users whom the Applicant has referred to the FCA, or, to the best of
the

Applicant's knowledge, whom have been disciplined by the FCA with respect to such
Quebec

Users' activities on the Applicant's Facility and the aggregate number of all participants
referred to

the FCA since the previous report by the Applicant;

(d) a list of all active investigations since the previous report by the Applicant relating to
Quebec

Users and the aggregate number of active investigations since the previous report relating to
all

participants undertaken by the Applicant;

(e) a list of all applicants in Quebec for status as a participant who were denied such status
or

access to the Applicant since the previous report, together with the reasons for each such
denial;

and

(f) for each product,
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(i) the total trading volume and value on the Facility originating from Quebec Users,
and,

to the extent known by the Applicant, from Other Quebec Participants, presented on a per
Quebec User or per Other Quebec Participant basis; and

(ii) the proportion of worldwide trading volume and value on the Facility conducted by
Quebec Users, and, to the extent known by the Applicant, by Other Quebec Participants,
presented in the aggregate for such Quebec Users and Other Quebec Participants;

provided in the required format.

Information Sharing

13. The Applicant will provide such information as may be requested from time to time by,
and otherwise cooperate with, the AMF or its staff, subject to any applicable privacy or other
laws (including solicitor-client privilege) governing the sharing of information and the
protection of personal information.
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7.3.2 Publication

Organisme canadien de réglementation des investissements (I’« OCRI ») — Projet de modification
des régles concernant I'attente raisonnable de pouvoir régler toute transaction de vente a
découvert

L’Autorité des marchés financiers (I'« Autorité ») publie la décision n° 2024-DPEMD-0012 approuvant la
modification des regles concernant I'attente raisonnable de pouvoir régler toute transaction de vente a
découvert.

Le bulletin sur la mise en ceuvre n° 24-0349 de modification des Régles universelles d’intégrité du
marché visant I'attente raisonnable de pouvoir régler toute transaction de vente a découvert est publié
avec la décision n° 2024-DPEMD-0012. Le bulletin d’appel a commentaires n° 24-0003 de I'OCRI a été
publié au Bulletin de I'Autorité, le 11 janvier 2024, Volume 21, n° 1.

Organisme canadien de réglementation des investissements

Projet de modification des régles concernant I'attente raisonnable de pouvoir régler toute
transaction de vente a découvert

Vu la demande complétée le 24 septembre 2024 par I'Organisme canadien de réglementation des
investissements ('« OCRI »), afin d’obtenir I'approbation par I'Autorité des marchés financiers

('« Autorité ») du Projet de modification des régles concernant I'attente raisonnable de pouvoir régler
toute transaction de vente a découvert (le « projet de modification »);

Vu la démarche consultative suivie par 'OCRI pour le projet de modification;

Vu I'objectif principal du projet de modification visant a soutenir et a clarifier le cadre réglementaire de la
vente a découvert aux termes des Reégles universelles d’intégrité du marché;

Vu la résolution du conseil d’administration de 'OCRI selon laquelle le projet de modification a été
ddment approuvé le 20 septembre 2024;

Vu l'article 74 de la Loi sur I'encadrement du secteur financier, RLRQ, c. E-6.1 (la « Loi »);

Vu l'acte d’autorisation de signature de certains actes, documents ou écrits pris en vertu de I'article 24.1
de la Loi et les pouvoirs délégués conformément a l'article 24 de cette méme loi;

Vu l'analyse effectuée par la Direction de 'encadrement des activités de négociation et sa
recommandation d’approuver le projet de modification du fait qu’il favorise I'efficience des marchés et
qu’il n’est pas contraire a l'intérét public.

En conséquence, I'Autorité approuve le projet de modification.

Fait le 13 novembre 2024.

Dominique Martin
Directeur principal de I'encadrement des activités de marché et des dérivés

Décision n° : 2024-DPEMD-0012
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Renvoi aux régles : RUIM

Division : Courtiers en placement

Modification des régles concernant I’attente raisonnable de pouvoir régler toute
transaction de vente a découvert

Sommaire

Le 15 novembre 2024, les Autorités canadiennes en valeurs mobilieres (ACVM) ont approuvé
des modifications des Régles universelles d’intégrité du marché (RUIM) qui soutiennent et
clarifient le cadre de réglementation de la vente & découvert établi par celles-ci par :

e |’gjout du paragraphe 3.3 aux RUIM, qui constitue une nouvelle obligation d’avoir, avant
la saisie de tout ordre dont I’exécution entrainerait une vente & découvert, une attente
raisonnable de pouvoir régler la transaction & la date de réglement;

e |’gjout d’obligations de supervision et d’obligations de veiller aux intéréts du client
relativement & I’obligation énoncée au paragraphe 3.3;

e le regroupement en un méme endroit dans les RUIM d’autres dispositions, déja en
vigueur, concernant la vente a découvert (les modifications).

Le 11 janvier 2024, I’Organisme canadien de réglementation des investissements (OCRI) a
publié pour commentaires un projet de modification destiné d soutenir et a clarifier le cadre de
réglementation de la vente & découvert établi par les RUIM dans le Bulletin de I’OCRI 24-0003,
Projet de modification des regles concernant I’attente raisonnable de pouvoir régler toute
transaction de vente a découvert. Afin de présenter de maniére claire et compléte le cadre de
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réglementation ainsi proposé, nous avons publié en méme temps pour commentaires un projet
de note d’orientation (GN-URPart3-24-0004) qui clarifie diverses obligations existantes ou
proposées concernant la vente & découvert et les transactions échouées (projet de note
d’orientation).

Aucun changement n’a été apporté au projet de modification. Nous avons toutefois apporté des
clarifications dans le projet de note d’orientation compte tenu des commentaires regus du
public et des consultations au sein du secteur. Les changements apportés au projet de note
d’orientation sont décrits ci-apreés.

Commentaires regus

Nous avons recu dix-sept (17) lettres de commentaires en réponse au Bulletin de
I’OCRI 24-0003. L’annexe C présente un résumé des commentaires du public ainsi que nos
réponses.

Description des changements de forme apportés au projet de note d’orientation

e Nous confirmons ce qui suit en réponse aux demandes de clarification des intervenants :

o La nouvelle obligation concernant I’attente raisonnable de pouvoir effectuer le
reéglement qu’impose le paragraphe 3.3 des RUIM ne représente pas une norme plus
stricte comparativement a I’interdiction de négocier sans une attente raisonnable de
pouvoir effectuer le réglement qu’impose la Politique 2.2 des RUIM.

o Les modifications ne rendent pas obligatoire le recours aux listes de titres faciles &
emprunter. Pour éviter la confusion, nous avons modifié la note d’orientation de
maniére a traiter des « listes de titres empruntables » en incluant & la fois les
concepts de liste de titres difficiles & emprunter et de liste de titres faciles a
emprunter. Une liste de titres empruntables peut inclure soit des titres facilement
accessibles, soit des titres difficiles & emprunter, selon les pratiques du courtier en
placement. Le recours aux listes de titres empruntables est une méthode que les
participants ou les personnes ayant droit d’accés peuvent envisager pour déterminer
la maniére qui convient le mieux pour avoir une attente raisonnable de pouvoir
effectuer le réglement.

o L’existence d’une transaction échouée ne signifie pas, en soi, qu’un participant ou
une personne ayant droit d’acceés n’avait pas une attente raisonnable de pouvoir
régler la transaction a la date de reglement avant de saisir I'ordre.

o Lorsqu’un participant exécutant évalue I’historique des transactions d’un client dans
le cadre desquelles le participant exécute une transaction pour un courtier non
participant duquel provient I'ordre, il peut baser son évaluation sur le client visé de
ce courtier plutét que sur I’historique global de ce dernier, dans la mesure ou :
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= |e courtier duquel provient I’ordre fournit suffisamment d’information sur
I’historique de réglement du client visé, de sorte que le participant exécutant
est en mesure de tirer une conclusion raisonnable en vue d’avoir une attente
raisonnable de pouvoir régler une future vente a découvert.

e Nous apportons aussi des précisions sur les réles respectifs du courtier duquel provient un
ordre et du courtier exécutant en ce qui concerne I’attente raisonnable de pouvoir effectuer
le reglement.

La version définitive de la note d’orientation sur les ventes & découvert et les transactions
échouées (la note d’orientation) est publiée en méme temps que le présent bulletin dans le
Bulletin de I’OCRI GN-URPart3-24-0002, Note d’orientation sur les exigences des RUIM
concernant les ventes a découvert et les transactions échouées.

Avec le personnel des ACVM, nous allons aussi continuer d’explorer d’autres aspects des régles
sur la vente a découvert ou il conviendrait d’ajouter des mesures réglementaires, dont des
obligations de dénouement. Toute obligation additionnelle proposée serait ajoutée séparément
et publiée pour commentaires dans le cadre du processus d’établissement des politiques
réglementaires.

Mise en ceuvre

Les modifications et la note d’orientation entreront en vigueur le 4 avril 2025, soit 120 jours
apreés la publication du présent bulletin.

Annexes

Annexe A — Version modifiée des RUIM (soulignant les modifications)
Annexe B - Version modifiée des RUIM (nette)

Annexe C — Résumé des commentaires regus et réponses de I’OCRI
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