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CIRCULAR
April 24, 2007

REQUEST FOR COMMENTS

ABROGATION OF RULE TEN OF THE BOURSE -
SETTLEMENTS - SECURITIES

Summary

The Special Committee — Regulatory Division of Bourse de Montréal Inc. (the Bourse)
has approved the abrogation of Rule Ten of the Bourse. The purpose of this abrogation is
to reflect the fact that the Bourse is no longer involved in equity trading and in member
regulation activities relating to the settlement and delivery of securities other than
derivative instruments.

Process for Changes to the Rules

Bourse de Montréal Inc. is recognized as a self-regulatory organization (SRO) by the
Autorité des marchés financiers (the Autorité). In accordance with this recognition, the
Bourse carries on activities as an exchange and as a SRO in Québec. In its SRO capacity,
the Bourse assumes market regulation and supervision responsibilities of its approved
participants. The responsibility for regulating the market and the approved participants
of the Bourse comes under the Regulatory Division of the Bourse (the Division). The
Division carries on its activities as a distinct business unit separate from the other
activities of the Bourse.
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The Division is under the authority of a Special Committee appointed by the Board of
Directors of the Bourse. The Board of Directors of the Bourse has delegated to the
Special Committee — Regulatory Division its powers to approve or amend some aspects
of the Rules and Policies of the Bourse governing approved participants, among which,
the Rules and Policies relating to admission as approved participant, approval of persons,
disciplinary matters, management of client accounts and operations. These changes are
submitted to the Autorité for approval.

Comments on the proposed abrogation of Rule Ten of the Bourse must be submitted
within 30 days following the date of publication of the present notice in the bulletin of
the Autorité. Please submit your comments to:

Ms. Joélle Saint-Arnault
Vice-President, Legal Affairs and Secretary
Bourse de Montréal Inc.

Tour de la Bourse
P.O. Box 61, 800 Victoria Square
Montréal, Quebec H4Z 1A9
E-mail: legal@m-x.ca

A copy of these comments shall also be forwarded to the Autorité to:

Ms. Anne-Marie Beaudoin
Director — Secretariat of L'Autorité
Autorité des marchés financiers
800 Victoria Square, 22" Floor
P.O. Box 246, Tour de la Bourse
Montreal (Quebec) H4Z 1G3
E-mail: consultation-en-cours@lautorite.qc.ca

Appendices

For your information, you will find in appendices an analysis document of the proposed
rule amendments as well as the proposed regulatory text. The implementation date of the
proposed amendments will be determined, if applicable, with the other Canadian self-
regulatory organizations following approval by the "Autorité des marchés financiers”.
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ABROGATION OF RULE TEN OF THE
BOURSE — SETTLEMENTS — SECURITIES

| OVERVIEW

Rule Ten of Bourse de Montréal Inc. (the
Bourse) specifies the mechanisms and
procedures that must be applied by approved
participants regarding the settlement and
delivery of securities other than derivative
instruments (e.g.: equities).

I DETAILED ANALYSIS
A) The Issue

Rule Ten covering the settlement and deliveries
of securities other than derivative instruments, it
is no longer applicable and has become
completely obsolete following the transfer by
the Bourse of all its equity trading activities to
the Toronto Stock Exchange. This transfer,
which was completed in the fall of 2001, was
made in connection with the agreement entered
into by the Canadian exchanges in 1999, and
pursuant to which the Bourse kept the
exclusivity for the trading of derivative
instruments.

The Bourse being no longer involved in equity
trading, Rule Ten has become unapplicable,
especially since none of the provisions of this
Rule is applicable to the derivative instruments
traded on the Bourse. For what regards
settlement and delivery requirements applicable
to securities other than derivative instruments,
approved participants must rather refer to
Regulation 800 (Trading and Delivery) of the

APPENDIX A

Investment Dealers Association of Canada
(IDA).

B) Objective

The objective of the abrogation of Rule Ten of
the Bourse is to reflect the fact that the Bourse is
no longer involved in equity trading and in
member regulation activities relating to the
settlement and delivery of securities other than
derivative instruments.

C) Consequences of the proposed abrogation

The abrogation of Rule Ten of the Bourse will
have no effect on approved participants of the
Bourse, on their clients, on the Bourse itself and
on the public in general.

D) Other Alternatives Considered

No other alternative was considered.

E) Impact of proposed abrogation on
systems

The abrogation of Rule Ten will not have, for
approved participants, their clients and for the
public in general, any impact on systems.

F) Interests of financial markets

The Bourse considers that the proposed
abrogation of Rule Ten will not affect the
interests of financial markets.

G) Public Interests

The purpose of the proposed abrogation of Rule
Ten of the Bourse is to eliminate a Rule relating
to the settlement and delivery of securities other
than derivative instruments that has become
obsolete since the Bourse is no longer involved
in the trading of equities and is no longer
carrying any member regulation responsibilities
relating to the settlement and delivery of such



securities. The proposed abrogation is
considered to be of public interest.

[l COMMENTS
A) Efficiency

As indicated above, the objective of the
proposed abrogation of Rule Ten of the Bourse
is to eliminate regulatory requirements
concerning the settlements and delivery of
securities other than derivative instruments that
have become obsolete following the 1999
agreement between the Canadian exchanges
pursuant to which the Bourse is no longer
involved in the trading of equities.

B) Process

The first step of the approval process for the
regulatory abrogation proposed in the present
document consists in having them approved by
the Special Committee — Regulatory Division of
the Bourse. Once the approval of the Special
Committee obtained, the proposed regulatory
amendments will be simultaneously published
by the Bourse for a 30-day comment period and
submitted to the Autorité des marchés financiers
for approval and to the Ontario Securities
Commission for information.

IV SOURCES

¢ Rule Ten of Bourse de Montréal Inc.

e Investment Dealers Association of Canada
(IDA) - Regulation 800- Trading and
Delivery
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APPENDIX B

RULE TEN
SETTLEMENTS - SECURITIES

Section 10001 - 10050
General

| abr. 00.00.07

10001 Clearing, Settlement and Delivery
| (abr. 00.00.07)

10002 Private Settlement
| (10.01.78, abr.00.00.07)

Section 10051 - 10070
Delivery/Payment Between Members

| (abr.00.00.07)

10051 Valid Certificates Must Be Delivered by Members
| (abr. 00.00.07)

10052 Reclamation
| (abr. 00.00.07)

10053 Partial Deliveries
| (abr. 00.00.07)

10054 Machine Signatures
(abr. 00.00.07)
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10055 Cheques to be Certified
| (17.12.74, abr.00.00.07)

10056 Marking to Market
(abr. 00.00.07)

Section 10071 - 10100
Settlement of Bonds

(abr. 00.00.07)

10071 Interest Added to Transaction Price
| (09.11.78, abr.00.00.07)

10072 Interest Computation - Fractions
(09.11.78,abr.00.00.07)

10073 Deliveries On or After Interest Date
| (09.11.78,abr.00.00.07)
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10074 Dealings in Registered Form Bonds
| (09.11.78, abr. 00.00.07)

Section 10101 - 10150
Certificates - Good Delivery -
Not Good Delivery
| (abr. 00.00.070)

10101 Good Delivery Certificates
| (26.06.84, abr.00.00.07)

10102 Not Good Delivery Certificates
| (26.06.84, abr.00.00.07)




APPENDIX B

10103 Certificates with Documents Attached, Torn, Defaced
| (26.06.84, abr.00.00.07)

10104 Certificates signed by Authorized Signing Officer of Member
| (abr. 00.00.07)

10105 Certificates Endorsed by Attorney
(abr. 00.00.07)

10106 Rubber Stamped or Machine Signed Certificates
| (abr. 00.00.07)

10107 Certificates Substitution
| (26.06.84, abr.00.00.07)

10108 Certificates Guaranteed by Endorsement
(abr. 00.00.07)

10109 Certificates of Denomination Larger than Board Lot

(abr. 00.00.07)



APPENDIX B

10110 Denomination of Certificates
| (09.11.78, abr. 00.00.07)

10111 Temporary Certificates
| (abr. 00.00.07)

10112 Certificates of Listed Companies Changing Name

| (abr. 00.00.07)

10113 Good Delivery of Bond Certificates
| (09.11.78, abr. 00.00.07)

10114 Good Delivery of Registered Form Bond Certificates
| (09.11.78, abr. 00.00.07)
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10115 Proper Coupons, Warrants
| (09.11.78, abr. 00.00.07)

10116 Delivery of Certain Designated Securities
| (19.03.81, abr. 00.00.07)
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10117 Uniform Settlement
| (01.01.93, abr. 00.00.07)
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Section 10151 - 10200

Month-End Outstanding
Fail Positions
(04.04.78, abr. 00.00.07)

10151 Month-End Clearing House Statement of Outstanding Fail Positions
(abr. 00.00.07)

10152 Confirmation to the Clearing House
(abr. 00.00.07)

10153 Fines for Errors and Omissions on Confirmation to Clearing House

(abr. 00.00.07)

10154 Review of Transaction Reports
(31.05.88, abr. 00.00.07)
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10155 Disputes Regarding Transaction Reports
(31.05.88, abr. 00.00.07)

Section 10201 - 10250
Loan Post Service
(04.03.75, abr.00.00.07)

10201 Loan of Securities
(abr. 00.00.07)

10202 Client's Authorization
(abr.00.00.07)

10203 Borrowing Procedure

(abr.00.00.07)

10204 Deposit of Money with Lender
(abr.00.00.07)
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10205 Register
| (abr. 00.00.07)

10206 Marking to market
| (abr. 00.00.07)

10207 Repayment
| (abr. 00.00.00)

10208 Lender's Right to Dividends
| (abr. 00.00.07)

Section 10251 - 10300
Claims Between Members -
Dividends, Rights
| (abr. 00.00.07)
10251 Claims for Dividends - Rights

| (abr. 00.00.07)
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10252 Claims for Dividends in Foreign Currencies

(abr. 00.00.00)

10253 Claims for Dividends Settled Cash
| (15.08.79, abr. 00.00.00)

10254 Charges on Dividends and Rights Claims
(abr. 00.00.00)
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