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T+2 Operations Working Group (OWG)
Agenda
June 15, 2016

2:00 PM Eastern - 11:00 AM Pacific

1. Approval of the minutes from May 11, 2016 Michael/Domenic

2. Asset List Update Keith Evans

3. Survey Update Keith Evans

4. Industry Testing Strategy — OWG - 001 Committee Members
a. High Level Plan — CDS Update Johann Lochner
b. High Level Plan — Fundserv Update Kyle Bedeau

5. Residency Restricted Shares Domenic/Keith

6. Holiday Processing — Discussion Paper Michael/Domenic

7. Review of Issue Log Michael/Domenic

8. Issues to be closed Committee Members

9. Other Business

10.Next Meeting Tuesday August 16, 2016 at 2:00 PM ET/ 11:00 AM PT

Conference Details
Conference ID: 7312646#
Local Dial-in 416-933-8665 Toll-free Dial-in: 1-888-402-9166
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Minutes
May 11, 2016
The Co-Chairs welcomed all attendees to the meeting of the Operations Working
Group.
1 Approval of the minutes from April 13, 2016 Michael/Domenic

The minutes of the meeting held on April 13, 2016, were approved as written, by all

members of the working group.
2 Asset List Update Michael/Domenic

Michael Holmes walked through the current version of the Asset List, which provides
a listing of assets that are in scope, and out of scope, as far as T+2 goes. Michael
reported that the asset list was recently posted, in ‘Draft’ form, on the CCMA
website. It is expected to be finalized and re-posted, in ‘Final’ form by the end of
June 2016. He asked all members to review the list for both accuracy, as well as
completeness.

A question had been raised regarding ETN’s. That is, if most trades are affected,
then should we post it as ‘YES’ it will transition to T+2, or ‘NO’. After discussion, it
was agreed that the Asset List will include a note at the top of the Asset List that
indicates that, if most trades currently settle in a T+3 environment, then it will be
listed as a ‘YES’ (i.e. yes it will transition to T+2). In addition, a note will be added to
the comment field that there could be some exceptions either at the security level or
the trade level. All members agreed with this approach.

3 Industry Testing Strategy

A) High Level Test Plan - CDS

Johann Lochner from CDS indicated that the CDS high level test plan that was at the
last OWG meeting is progressing well. He reported that CDS had met with TMX
about their inclusion in the test, and that the TSX is on side. Johann said that the

test will include a final T+3 test file in order to test the double settlement date
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expected during the transition. He hopes to meet with other exchanges and STS’ in

the coming weeks to seek their participation.

The test period is likely to be from mid-April to the end of May 2017, with on-line test
hours of 7 am to 10 am, followed by Payment Exchange at 10:15 am, followed by
the overnight batch run at 10:30 am. This will occur each day for two weeks,
followed by a two-week analysis/correction period, followed by another two week

test period.

Johann reported that testing would be done during normal business days, and would

not include weekends or evenings.
B) High Level Test Plan — Fundserv

Kyle Bedeau reported that Fundserv was still in the process of finalizing their high
level test plan. He expects that they will be completed the test plan by July 30, 2016.
He did report that once the plan is finished, it will include that the industry testing will
take place during the period of March to June 2017. Kyle walked through the phase
of the early planning discussions. Kyle also reported that testing would be done

during normal business days, and would not include weekends or evenings.
4 Restricted Share Transfers (Residency/Hold periods etc)

Domenic raised this issue with the committee. Using Telus as the example, Domenic
indicated that in a T+3 environment, the conversion from non-resident to resident
shares took 48 hours to complete. In T+3, if the request is submitted on the morning
of T+1, the conversion gets completed on T+3. In a T+2, the trade cannot be

completed prior to Settlement Date.

The committee agreed that this is an issue and should be added to the OWG

Issue Log with a ‘Medium’ ranking.

The committee discussed options to address this issue, including using the same
day ‘rush’ service provided by the TA, but that this was very expensive. They also

discussed the option of enabling internal procedures to not executing a trade of non-
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resident shares until after the conversion to resident shares was completed.

However, this was deemed inefficient by some members.

The members asked the CCMA to meet with members of STAC to determine if there

are other options available to address the conversion of restricted shares.
5 NI 24-101 — Non Western Hemisphere Clients

Domenic reported that the current T+3 deadline for confirming trades for non-
western hemisphere clients is Noon on T+2. He proposed that a majority of the
industry would prefer to see this extension (from Noon on T+1 for western
hemisphere clients) be eliminated. Members of the committee agreed with this

recommendation.

Keith indicated that this would need to be forwarded to the T2SC for approval. Once

approved the LRWG would need to co-ordinate the regulatory process.
6 Review of the Issue Log

Michael Holmes reported that there are no updates to the OWG Issue Log at this

time, except for the items discussed during this meeting.

7 Issues to be closed Committee Members

a) Michael reported that OWG — 003 ETF Create/Redeem was put on the list for
closure in error. This issue will remain open until a future meeting.

b) Michael reported that OWG — 006 International Client Allocations should be
closed as it has now been included in OWG — 005 - NI 24-101 relative to the
impact of T+2 on non-western hemisphere clients. The committee members
agreed to close this issue.

c) Michael reported that OWG — 009 Securities Lending should be closed as it has
been determined that there are no operational changes required. The committee
members agreed to close this issue.

d) Michael reported that OWG — 013 Mutual Funds/Pooled Funds should be closed
as it is now the responsibility of the new MFWG. The committee members

agreed to close this issue.
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e) Michael reported that OWG — 019 Buy Ins should be closed as it has now been
included in the changes identified by CDS. These changes will be implemented
with the rest of the CDS changes prior to conversion. The committee members
agreed to close this issue.

8 Other Business
There was no other business raised.
9 Next Meeting Wednesday June 15, 2016 at 2:00 PM ET/ 11:00 AM PT

The Co-Chairs thanked everyone for the attendance and discussion on the topics.
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Holiday Processing

Discussion Paper below
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CCMA - T+2 - OWG

Holiday Processing Discussion Paper

Holiday processing can, and has caused processing issues for Canadian financial firms.
These processing issues are primarily affecting participants clearing through the
facilities of CDS. However, there are separate issues for domestic trades settling in

Canada versus cross-border trades settling in the US.

For discussion purposes, this paper outlines, at a high level, the issues currently facing
the industry. It also proposes some alternatives. These alternatives are not the only

ones, but a basis to generate discussion with the members of the OWG.

US Holiday

Background

The US holiday schedule, while similar to those in Canada, do include a number of days
where the US is open and Canada is closed (Victoria Day — May 24), and visa versa
(Memorial Day — May 31). The impact is primarily limited to trade reporting,

confirmation/matching process.

Trades settling in a T+3 settlement environment are reported on the morning of T+1,
corrections made, and matched by the various parties to the trade by the end of T+2.
This permits trades to settle on T+3. Even where there is a holiday during this period,

trades still can be matched and settled during the day on T+3.

In a T+2 settlement environment, normal trades without corrections must be matched
11:30AM of T+1, while trades that require a correction, can still be matched by the end
of the day. This will permit trades to settle on T+2. If there is a US holiday in the middle
of the settlement process, everything moves one day into the future.....no change.

However, if there is a Canadian holiday in the middle of the process (T+1 or T+2), and
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the trade requires correction, then there will not be enough time to make the correction,

have the trade matched by the various parties, and settle on time.

Possible Alternatives

There does not seem to be very many options available to resolve this issue. If
Canadian firms are operating in the US marketplace, the only alternative appears to be
for these firms to operate on the US schedule. That is, Canadian firms will need to have
staff working on a Canadian holiday. Staff who are responsible for the trade reporting,

correcting, matching process will need to be operational during this time.

Canadian Holiday

Background

The Canadian holiday schedule on its’ own can create issues for members. While these
operational issues are not frequent, they can cause a significant number of trades to
fail.

Canadian holiday issues can be divided into two categories. Unique provincial holidays
(St Jean Batiste in Quebec in June, or Civic holiday in Ontario, Alberta, and BC in
August), and vendor/utility processing errors (including the submission of incorrect
settlement dates).

The impact is primarily limited to the incorrect settlement date being used during the
reporting and correction process. This is generally caused by the input of a settlement
date, during a holiday period, which is not the expected settlement date. While the
impact may be limited if this occurs for a single security (i.e. new listing), the impact is
far greater if an exchange incorrectly reports for all trades. CDS settles in excess of

million trades per day and therefore this must be dealt with.

An example would be Remembrance Day (November 11™). In a normal T+2 settlement
environment, without a holiday, trades executed on Monday would settle on Wednesday
(T+2). However, If November 11" falls on the Wednesday, then trades executed on
Monday should settle on Thursday November 12" (still T+2). In this second example,

trades have on occasion been reported for settlement on November 11" or November
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13™. When this occurs in a T+3 settlement period, the trades are reported with the
corrected settlement date sometime during the day on T+1, and trade corrections are
made by firms the morning of T+2. In a T+2 environment, this will no longer be doable

and permit settlement on T+2.

Possible Alternatives

There a couple of options to consider;

1) Do nothing and live with the consequences of potential failed trades.

2) CDS, Service Bureaus, and the Exchanges/ATS look at options to detect an
incorrect Settlement Date prior to the input of the trade. This could be as simple
as an edit check on the trade file, looking for an expected Settlement Date, and
stopping the input process before trades are entered. The error could be
corrected and the file re-submitted for processing. This may cause a delay in
getting trade reports, but at least the dates would be correct.

June 15, 2016



