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About this guide

This guide is for market participants subject to the ASIC Market Integrity Rules
(Securities Markets) 2017 and ASIC Market Integrity Rules (Capital) 2021.

It gives guidance on how market participants can comply with their
obligations under these rules.
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About ASIC regulatory documents ‘

In administering legislation ASIC issues the following types of regulatory
documents.

Consultation papers: seek feedback from stakeholders on matters ASIC
is considering, such as proposed relief or proposed regulatory guidance.
Regulatory guides: give guidance to regulated entities by:

e explaining when and how ASIC will exercise specific powers under
legislation (primarily the Corporations Act)

e explaining how ASIC interprets the law
e describing the principles underlying ASIC’s approach

e giving practical guidance (e.g. describing the steps of a process such
as applying for a licence or giving practical examples of how
regulated entities may decide to meet their obligations).

Information sheets: provide concise guidance on a specific process or
compliance issue or an overview of detailed guidance.

Reports: describe ASIC compliance or relief activity or the results of a
research project.

Document history

This draft guide was issued in September 2026 and is based on legislation,
regulations and market integrity rules as at the date of issue.
Previous versions

e Superseded Regulatory Guide 265, issued May 2018 and reissued August
2022

Disclaimer

This guide does not constitute legal advice. We encourage you to seek your own
professional advice to find out how the Corporations Act and other applicable
laws apply to you, as it is your responsibility to determine your obligations.

Examples in this guide are purely for illustration; they are not exhaustive and
are not intended to impose or imply particular rules or requirements.
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A Overview

Key points

ASIC is responsible for supervising domestic licensed financial markets
in Australia: see RG 265.1-RG 265.3.

As part of our supervisory responsibilities, we make market integrity rules
and monitor compliance by market participants with those rules: see
RG 265.4.

This regulatory guide covers how to comply with those market integrity
rules for participants on securities markets: see RG 265.5-RG 265.8.

Supervision of trading on domestic licensed financial markets

RG 265.1 We are responsible for supervising the activities and the conduct of market
participants in relation to domestic licensed markets (i.e. financial markets
operated by persons licensed under s795B(1) of the Corporations Act 2001
(Corporations Act)).

RG 265.2 We are also responsible for supervising compliance with the Corporations
Act and for making and supervising compliance with market integrity rules.

RG265.3 Australian market licensees are responsible for the operation of their markets
and for monitoring and enforcing compliance with their markets’ operating
rules, which include their listing rules.

ASIC market integrity rules

RG 265.4 Under Pt 7.2A of the Corporations Act, we are able to make market integrity
rules dealing with activities and conduct in relation to domestic licensed
financial markets, including the activities and conduct of market participants.
We are also responsible for granting waivers from the obligation to comply
with a provision of the market integrity rules.

Scope of this regulatory guide

RG 265.5 This regulatory guide provides guidance for market participants on the ASIC
Market Integrity Rules (Securities Markets) 2017 and ASIC Market Integrity
Rules (Capital) 2021.

Note 1: In this guide, ‘Securities Markets Rules’ refers to the ASIC Market Integrity
Rules (Securities Markets) 2017. The Securities Markets Rules replaced the ASIC
Market Integrity Rules (APX Market) 2013, the ASIC Market Integrity Rules (ASX
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Market) 2010, the ASIC Market Integrity Rules (Chi-X Australia Market) 2011, the
ASIC Market Integrity Rules (Competition in Exchange Markets) 2011 and the ASIC
Market Integrity Rules (SIM VSE Market) 2010. The Securities Markets Rules can be
downloaded from the Federal Register of Legislation.

Note 2: In this guide, ‘Capital Rules’ refers to the ASIC Market Integrity Rules (Capital)
2021. The Capital Rules replaced the ASIC Market Integrity Rules (Securities
Markets—Capital) 2017 and ASIC Market Integrity Rules (Futures Markets—Capital)
2017. The Capital Rules can be downloaded from the Federal Register of Legislation.

Note 3: Guidance on the ASIC Market Integrity Rules (Futures Markets) 2017 for
market participants can be found in Regulatory Guide 266 Guidance on ASIC market
integrity rules for participants of futures markets (RG 266).

RG 265.6 This guide also explains how we expect market participants to comply with
requirements about:

@
(b)
©

(d)
(e
®
(€9)

governance and risk management;
trading and trading systems;

initial certification, material change and annual reviews of trading
systems;

crossing systems;
suspicious activity reporting;
capital requirements; and

technological and operational resilience of critical business services.

RG 265.7 This guide does not cover the operating rules of market operators or clearing
and settlement (CS) facility operators.

Related guidance

RG 265.8 Table 1 identifies other regulatory guides that may be relevant to market

participants. This is not an exhaustive list.

Table 1: Related guidance

Topic

Note: Guidance on various obligations under the Securities Markets Rules that apply to
market operators can be found in Regulatory Guide 172 Financial markets: Domestic
and overseas operators (RG 172).

ASIC regulatory guide

Our guidance for participants of futures markets subject to the RG 266
ASIC Market Integrity Rules (Futures Markets) 2017
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Topic

The disciplinary process for breaches of all market integrity
rules, the function of the Markets Disciplinary Panel (MDP) and
the policies that the MDP will take into account when making
decisions about alleged contraventions of the market integrity
rules

Notifying ASIC of a range of conduct by Australian financial
services (AFS) licensees known as ‘reportable situations’: see

s912DAA

Our approach to supervising compliance with the AFS licensing
obligations

Our minimum training standards that apply to persons who
provide financial product advice to retail clients

Information on electronic forms of disclosure

Guidance on an AFS licensee’s statutory obligation to manage
conflicts of interest (s912A(1)(aa))

ASIC regulatory guide

Regulatory Guide 216 Markets Disciplinary
Panel (RG 216)

Regulatory Guide 78 Breach reporting by
AFS licensees and credit licensees
(RG 78)

Regulatory Guide 104_AFS licensing:
Meeting the general obligations (RG 104)
and Regulatory Guide 105 AFS licensing:
Organisational competence (RG 105)

Regulatory Guide 146 Licensing: Training
of financial product advisers (RG 146)

Regulatory Guide 221 Facilitating digital
financial services disclosures (RG 221)

Regulatory Guide 181 AFS licensing:
Managing conflicts of interest (RG 181)
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B  Supervision of trading on domestic licensed
financial markets

Key points

We are responsible for supervising trading on Australian domestic licensed
financial markets: see RG 265.9-RG 265.16.

We take a risk-based approach to surveillance of compliance with the
market integrity rules and market participants’ obligations under the
Corporations Act: see RG 265.17-RG 265.18.

Market participants can communicate with ASIC through the ASIC
Regulatory Portal, our markets-related telephone hotline or various
dedicated email addresses: see RG 265.19-RG 265.27.

ASIC’s supervisory responsibilities

RG 265.9 We are responsible for supervising market participants, market operators and
other prescribed entities for compliance with the market integrity rules. This
is in addition to our role in supervising compliance by market participants
with the market misconduct provisions of the Corporations Act (e.g. the
prohibitions against insider trading, market manipulation and making false
or misleading statements) and with the general obligations of AFS licensees.

Note 1: For our approach to supervising compliance with the general obligations of AFS
licensees under s912A, see RG 104 and RG 105.

Note 2: Guidance on market operators’ obligations under the Securities Markets Rules
can be found in RG 172.

Note 3: Our supervisory responsibilities do not extend to foreign-based markets that are
licensed to operate in Australia under s795B(2) or to financial markets that are exempt
from being licensed.

Supervision of compliance with market integrity rules

RG265.10  We take a risk-based approach to surveillance of compliance with the market
integrity rules and market participants’ obligations under the Corporations
Act. In doing so, we consider the Objectives and principles of securities
regulation set out by the International Organization of Securities
Commissions (IOSCO).

Note: IOSCO, Objectives and principles of securities regulation (PDF 187 KB), report,
10 June 2010.

RG265.11  We perform risk assessments of participants and, where necessary, conduct
targeted surveillance of suspected misconduct.
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RG265.12  We are responsible for any investigation and action in relation to an alleged
breach of the market integrity rules.

Guidance notes

RG265.13  In assessing a market participant’s compliance with the market integrity
rules, we will seek to follow existing relevant published interpretation
contained in old ASX guidance notes. The old ASX guidance notes that
remain relevant are listed in the appendix.

Market surveillance

RG265.14  To promote market integrity, we monitor on-market trading activity,
including activity in relation to cash market products, options market
contracts and futures market contracts, through a variety of computerised
systems.

RG265.15  Our market surveillance team makes inquiries of market operators,
participants, listed entities, clients and others, using compulsory powers
where necessary.

Disciplinary process

RG265.16  The disciplinary process for breaches of the market integrity rules is
contained in RG 216. The MDP exercises ASIC’s power to issue
infringement notices and accept court enforceable undertakings relating to
breaches of the market integrity rules. RG 216 provides guidance on the
processes by which matters will be referred to, and dealt with by, the MDP.

How ASIC works together with market licensees

RG265.17  Australian market licensees are responsible for the operation of their markets
and are required to set operating rules for their markets. These operating
rules govern how trading can take place on the market and may, where
relevant, deal with entities trading on the market’s official list. Market
licensees are responsible for monitoring and enforcing compliance with their
operating rules.

Note: Guidance on market licensee obligations under the Corporations Act and, for
domestic licensees, under the Securities Markets Rules and Futures Markets Rules, can
be found in RG 172.

RG265.18  ASIC conducts site visits of market participants and licensees and, where
appropriate, shares information on supervisory practices.
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Communicating with ASIC

ASIC Regulatory Portal

RG265.19  Market participants can submit a range of applications and notifications
using the transactions available on the ASIC Regulatory Portal. If a

transaction is available on the portal, participants should use the portal to
make the application or notification. If you encounter issues while using the
portal, contact market.intermediaries@asic.gov.au.

RG 26520  Market participants should use the transactions available on the ASIC
Regulatory Portal to submit certain information to ASIC, as required under
the market integrity rules. Table 2 lists some of the matters market
participants will need to notify ASIC about. Note that this list is not
exhaustive.

Table 2: What market participants must notify ASIC about
All market participants Reportable situations (s912DAA)

Securities markets Trust account reconciliation breaches (Rule 3.5.10)
participants Management structure (Rule 2.1.2)

Professional indemnity (PI) insurance: With related body corporate (Rule 2.2.2)
Pl insurance: Claims (Rule 2.2.4)

Legal proceedings (Rule 2.2.5)

Suspicious activity reports (Rule 5.11.1)

Crossing systems (Chapter 5A)

Capital requirements (Capital Rules)

Becoming aware of a major event (Rule 8B.4.1(6))

Note: In this guide, references to ‘Chapter 3’, ‘Part 3.5’ and ‘Rule 3.5.10’ (for example) are to that chapter, part or rule in the
Securities Markets Rules (unless otherwise specified).

Telephone hotline

RG 26521  Market participants can directly contact the relevant ASIC teams by calling
our markets-related hotline on 1300 029 454 between 9 am and 5 pm
Australian Eastern Standard Time (or Australian Eastern Daylight Time, as
applicable) on market trading days. The hotline is for communicating with
ASIC about live markets trading issues, non-live markets queries, general
participant queries, notifications and exemptions. Participants can also call
ASIC’s Client Contact Centre on 1300 300 630.

Email

RG 26522  We have set up three email addresses for use by market participants for
market- and participant-related matters: see Table 3.
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Table 3: ASIC email addresses for use by market participants

Email address

To be used for Examples of information, applications and
notifications

feedback.breach@asic.gov.au Reportable Queries regarding reportable situations

situations under

<912D Market participants must lodge notifications of

reportable situations under s912DAA via the ASIC
Requlatory Portal. Further guidance is given in
RG 78

markets@asic.gov.au

Matters relating to  Concerns or queries about trading anomalies
mar!<ets and Queries about unexplained market events
trading

Concerns about misconduct in the market

market.intermediaries@asic.gov.au  Participant-related = General participant queries

matters

RG 265.23

RG 265.24

RG 265.25

When to contact ASIC

We are responsible for supervising trading activities by market participants
to ensure market integrity: see RG 265.1-RG 265.3. As such, you can
contact ASIC about conduct and activities that occur on domestic licensed
financial markets.

Australian market licensees retain responsibility for the operation of their
markets. You should direct queries about the operations and processes of
markets to the relevant market operator.

In general terms, if your issue relates to an obligation or conduct covered by
the market integrity rules or provisions of the Corporations Act, you should
contact ASIC. The following examples indicate the sorts of matters that
might arise and who to contact.

Example 1: Crossings

Participant A has a trading-related query about conducting crossings.

Participant A should contact the relevant market operator as this is an
operational issue.

Example 2: Market manipulation ‘

Participant A has a trading-related query about possible market
manipulation by one of their clients.

Participant A should contact ASIC.

Example 3: Trade cancellations

Participant A has a trading-related query about trade cancellations.

Participant A should contact the relevant market operator.
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Notifying ASIC of reportable situations

RG 26526  Breaches (or likely breaches) of market integrity rules may constitute
reportable situations for AFS licensees under s912D. If a breach of the
market integrity rules must be reported under s912DAA, market participants
need to report it to ASIC. The process for notifying ASIC of reportable
situations under s912DAA and reporting significant breaches of market
integrity rules to ASIC is the same.

RG 26527  We have set out guidance on how to notify ASIC of a reportable situation
under s912DAA in RG 78. You must report to ASIC using the prescribed
form on the ASIC Regulatory Portal.

Note: See RG 78 for further guidance on the process for notifying ASIC of reportable
situations, and how we deal with these notifications.
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C  ASIC market integrity rules

Key points

We make market integrity rules, which apply to market operators, market
participants, other prescribed entities and financial products traded on a
licensed market: see RG 265.28-RG 265.31.

We are responsible for supervising compliance with the market integrity
rules. We are also responsible for granting waivers from the obligation to
comply with a provision of the market integrity rules: see RG 265.32—
RG 265.40.

ASIC market integrity rules

RG 265.28

RG 265.29

RG 265.30

RG 265.31

We are able to make market integrity rules under Pt 7.2A of the
Corporations Act dealing with the activities or conduct of:

(a) licensed markets;
(b) persons in relation to licensed markets; and
(c) persons in relation to financial products traded on licensed markets.

The market integrity rules are legislative instruments and are subject to
parliamentary scrutiny and possible disallowance by Parliament.

Ministerial consent to market integrity rules

We may not make a market integrity rule unless we have the written consent
of the Minister. An exception applies for making emergency rules that are
necessary, or are in the public interest, to protect people dealing in a
financial product.

Future review and amendment to the market integrity rules

We will review and consult on the market integrity rules from time to time to
make any adjustments required as a result of our experience in administering
the rules; developments in the market and the international regulatory
environment; and feedback from market operators, participants and clients.
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Waivers

RG 265.32

RG 265.33

RG 265.34

RG 265.35

RG 265.36

RG 265.37

RG 265.38

RG 265.39

Power to grant a waiver of a market integrity rule

We are able to grant market participants waivers from the obligation to
comply with a provision of the market integrity rules.

Any such waiver may be general, or limited to a particular case or category,
and may be limited by such conditions as we think fit. If we impose
conditions on a waiver, the market participant must comply with all of the
conditions for the waiver to be effective. Failure to comply with a condition
imposed on a waiver is a contravention of Rule 1.2.2. Further, failure to
comply with a condition on a waiver may amount to a possible breach of the
relevant market integrity rule waived.

We will make a waiver by way of legislative instrument. All legislative
instruments, including waivers, are registered on the Federal Register of
Legislation and are publicly available.

We may withdraw, by legislative instrument, a waiver at any time. We will
not grant a waiver retrospectively.

Approach to considering a market integrity rule waiver

We will consider and determine all requests for a waiver of a market
integrity rule on the basis of the facts, circumstances and merits of each
request. In determining whether such a request should be granted, we will
take into account commercial considerations against the need to maintain the
integrity of the market. Where appropriate, we may grant a waiver to a class
of persons.

The process of requesting a waiver

If you apply for a waiver, you must make your request in writing. You
should also include details of the market integrity rule to be waived, the
person or class of persons seeking the waiver, the requested start date and
duration of the waiver, the rationale for the waiver, all relevant facts and
circumstances in support of the request, and any other relevant information.

We may refuse a request if you fail to address all of the relevant issues.
Similarly, failure to supply relevant information may cause a delay in
finalising the request.

Should a commercially time-sensitive situation arise, we can consider such
requests on an urgent basis. However, you must clearly demonstrate that the
urgency results from factors beyond your reasonable control and that you
could not have reasonably foreseen those factors. Self-imposed deadlines
will not be a sufficient basis for urgent consideration.
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RG265.40  You should submit your applications for a waiver through the ASIC
Regulatory Portal. You will need to pay a fee for your application. We have
provided details about payment options in the portal. For more information,
see how to apply for relief on the ASIC website.
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D Governance and risk management
requirements

Key points

This section provides guidance on complying with the governance and risk
management requirements in the market integrity rules. The requirements
relate to:

e supervisory policies and procedures (see RG 265.44-RG 265.49);
e good fame and character (see RG 265.50-RG 265.54);
e Plinsurance (see RG 265.55);

¢ use of artificial intelligence (Al) and machine learning (see RG 265.57—
RG 265.60);

e organisation and technical resources (see RG 265.61-RG 265.64);
e trading representatives (see RG 265.65-RG 265.68); and
e trading systems (see RG 265.69-RG 265.81).

Scope and application

RG 26541  Market participants should maintain governance arrangements, risk
management systems and supervisory procedures that are appropriate to their
business. These arrangements, systems and procedures must also support
compliance with the market integrity rules, market operating rules and other
applicable provisions of the Corporations Act.

RG265.42  Participants should adopt a structured and systematic approach to
identifying, assessing and managing risk. This approach should be supported
by practical supervisory policies, appropriate resources, and effective
controls including over trading activity and trading systems.

RG265.43  When determining the resources, governance arrangements and risk
management systems appropriate to their business, market participants
should consider the nature, scale and complexity of their participant services
and operations.

Note: For further guidance on the general obligations for market participants that are
also AFS licensees, see RG 104 and RG 105.

Supervisory policies and procedures

RG 26544  All new market participants must give ASIC a document that sets out their
management structure and the allocation of responsibilities among their
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supervisory staff: see Rule 2.1.2. In accordance with this rule, the entity
must give ASIC this document within 10 business days of becoming a
market participant of the relevant market. The participant should submit the
notification using the relevant transaction on the ASIC Regulatory Portal.

RG 26545  Market participants must also have appropriate supervisory policies and
procedures to comply with the Corporations Act, relevant market integrity
rules and market operating rules: see Rule 2.1.3.

RG 26546  Market participants should have compliance policies and procedures that
give their representatives clear and practical guidance on how their
obligations apply. This guidance should cover behaviours that are expected
and those that are not permitted. Compliance procedures that merely restate
the law are insufficient. Market participants should integrate policies and
procedures into day-to-day practice and reinforce them through supervision,
training and appropriate resourcing. We consider that these steps will create
a culture that encourages compliance.

RG 265.47  Supervisory policies and procedures should set out the arrangements used to
ensure that the compliance procedures are being followed and to prevent and
detect prohibited practices. For example, supervisory procedures may
specify the actions and reviews that should be undertaken by supervisory
staff and the frequency of the supervisory reviews.

RG265.48 At a minimum, a market participant’s written supervisory procedures should
specify:

(@) the supervisory staff responsible for supervision of the market
participant’s business operations and processes, identified by name or
title and position;

(b) the supervisory activities each supervisor is responsible for carrying
out;

(c) the frequency with which the market participant requires those
supervisory activities to be carried out;

(d) any supervisory activities which the supervisory staff may delegate to
other persons, taking into account any need for specific qualifications;
and

(e) the documentation that the market participant requires a supervisor to
retain to demonstrate that their supervisory activities were carried out
and the results of those activities.

RG265.49  The board of a market participant should regularly assess its supervisory
arrangements.
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Good fame and character

RG265.50 A market participant must ensure that all persons involved in its business in
connection with the relevant market are of good fame and character and high
business integrity: Rule 2.1.4(1).

RG265.51  Under Rule 2.1.4(2)(b), when assessing whether a person is of good fame
and character and high business integrity, a market participant should
consider whether the person has been:

(a) convicted of any offence;

(b) disciplined by or adversely mentioned in a report of a government or
governmental authority or agency;

(¢) adversely mentioned in a report of a market operator, a clearing facility,
a settlement facility or any other exchange; or

(d) disciplined by a market operator, a clearing facility, a settlement facility
or any other exchange.

RG265.52  Under Rule 2.1.4(2)(a), a person will not be of good fame and character if
they are:

(a) disqualified from managing a corporation under the Corporations Act
(or under the law of another country); or

(b) an insolvent under administration (or its equivalent in another country).

RG265.53  Aside from the express circumstance in Rule 2.1.4(2)(a), none of the limbs
in Rule 2.1.4(2)(b) will serve to determine that a person is not of good fame
and character. Rule 2.1.4 does not prescribe the checks a market participant
must perform to satisfy this requirement.

RG265.54 A market participant may exercise its own discretion to satisfy itself that a
person is of good fame and character and high business integrity. The market
participant may consider:

(a) the facts and circumstances as a whole; and

(b) any procedural fairness and due process requirements relating to
persons involved in its business in connection with the relevant market.

Pl insurance

RG265.55 A market participant must, at all times, maintain an adequate level of
PI insurance. The participant will determine what is an ‘adequate’ level by
considering the nature and extent of its participation in the market and the
risks and responsibilities assumed in relation to this: Rule 2.2.1.

RG265.56  Market participants must immediately notify ASIC through the ASIC
Regulatory Portal of any claims, potential or threatened claims, or

circumstances that might give rise to a claim, under their PI insurance cover:
Rule 2.2.4. We consider a market participant to be acting immediately if it
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notifies ASIC as quickly as possible in the circumstances and does not defer
or postpone the notification.

Use of Al and machine learning

RG265.57 A market participant might use Al or machine learning in its business
operations—for example, in trading systems, trading algorithms,
surveillance, compliance, risk management or client-facing and operational
processes. This may introduce additional risks due to increased system
complexity, reduced transparency of model behaviour, and the potential for
unintended outcomes when using Al or machine learning. These risks may
be heightened in conditions of market stress.

RG265.58 A market participant’s systems and controls include any Al or machine
learning functionality used to comply with the market integrity rules. The
participant should ensure that those systems and controls do not adversely
affect the efficiency, integrity or proper functioning of a market and are
subject to appropriate controls and oversight.

RG265.59  Market participants that use Al or machine learning in their business
(including in functions relevant to their market activities and compliance
obligations) should implement governance and risk management
arrangements that are commensurate with the nature, scale and complexity
of that use. This includes:

(a) effective oversight by appropriately qualified staff with clear
accountability for Al and machine learning use;

(b) appropriate controls, guardrails and limits to manage model behaviour
and mitigate unintended outcomes; and

(c) processes to assess, validate and monitor systems that use Al and
machine learning, including as part of existing testing, review and
surveillance arrangements.

RG265.60  Market participants should consider risks relating to data integrity, security
and operational resilience. They should also consider whether it is
appropriate in the circumstances to disclose their use of Al or machine
learning to clients, market operators, ASIC or other relevant stakeholders.

Note: For more guidance relating to trading algorithms, including testing and Al and
machine learning governance, see RG 265.105-RG 265.116.

Organisational and technical resources

RG265.61  Trading participants must have and maintain ‘necessary organisational and
technical resources’ to ensure that:
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(a) trading does not interfere with the efficiency and integrity of a market
or the proper functioning of a trading platform; and

(b) the trading participant complies at all times with the market integrity
rules and the relevant market operating rules of which it is a Trading
Participant.

Note: See Rule 5.5.2.

RG265.62  What is ‘necessary’ will depend on the nature, scale and complexity of the
trading participant’s business and activities. To meet the definition, the
resources must be sufficient to ensure ongoing compliance with these
obligations: see Rule 5.5.2(b).

RG265.63  Trading participants should allocate resources that can be reasonably
expected to achieve compliance with these obligations. This includes:

(@) adequately trained staff who understand and apply compliance
obligations;

(b) systems and controls to identify, escalate and address potential
breaches; and

(c) effective governance, supervision and escalation arrangements and
sufficient time and priority given to compliance matters.

RG265.64  Trading participants should also have in place organisational and technical
resources to comply with the trading obligations such as set out in Table 4.

Table 4: Examples of resources needed to comply with trading obligations

Obligation Resources needed

Trading record Trading participants should have in place organisational and technical resources

requirements to automatically generate and maintain all trading records that are required to be
kept.

This includes those records required:
* specifically under Parts 4.1 and 4.2; and

* generally under the Corporations Act.

These records should be kept regardless of whether the order enters the trading
platform or is rejected by the trading participant’s trading system filter.

Capital requirements A trading participant should have in place organisational and technical resources
to ensure that, when it trades on its own behalf or on behalf of clients, it complies
at all times with the risk-based capital requirements set out in Schedule 1A of the
Capital Rules: Rule 8.2.1 of the Capital Rules.

This requirement does not apply to a trading participant that is a principal trader
only, a clearing participant of an approved clearing facility or an authorised
deposit-taking institution.
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Obligation
Best execution

obligations

Client order priority
requirements

Client money
requirements

Account reconciliation
requirements

Resources needed

A trading participant should have in place organisational and technical resources
to ensure it complies with its best execution obligations and best execution policies
and procedures: Parts 3.8 and 3.9.

A trading participant should have in place organisational and technical resources
to ensure it:

 deals fairly and in due turn with clients’ orders and a client order on its own
account (Rule 5.1.3); and

« effectively manages, both on a pre-trade and post-trade basis, transactions
where principal orders or orders from the same client on opposing sides of the
market match (such that there is no change in beneficial ownership)

(Rule 5.7.2(h)).

A trading participant should have in place organisational and technical resources
to successfully segregate client money: Part 3.5.

A trading participant should have in place organisational and technical resources
to successfully reconcile client segregated accounts and trust accounts daily under
Rules 3.5.8 and 3.5.9.

Note: For details on the additional technological and operational resilience requirements under the Securities Market Rules, see

Section O.

Trading representatives

RG 265.65

RG 265.66

RG 265.67

A trading participant may authorise a trading representative (also known as a
‘designated trading representative’) to submit trading messages to the trading
platform of a market on behalf of the participant. In these circumstances, the
trading participant must ensure that its trading representative is suitably
qualified and has demonstrated to the participant their knowledge of the
dealing rules of the markets that the trading participant operates on:

Rule 5.5.1(2).

In addition, trading representatives may perform other important functions
for which they should be trained and qualified. These functions include
managing direct electronic access (DEA) users, post-trade monitoring and
surveillance functions, and real-time management of order exceptions
requiring manual review. This is one aspect of the broader framework in
Parts 5.5 and 5.6 requiring trading participants to maintain appropriate
resources and controls over trading activity.

Market participants should consider implementing limits on the trading
representative’s access to the trading platform and the financial products in
which the representative is authorised to trade. We consider that this will
help the participant meet their obligations as an AFS licensee (e.g. the
obligation to have adequate risk management systems under s912A(1)(h) of
the Corporations Act).
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RG265.68  Trading participants may wish to consider:

(@) providing their trading representative with a copy of, or access to, the
current documentation published by the market operator in relation to
its trading platform (e.g. ASX Trade manuals); and

(b) providing or arranging training for, and testing of, the trading
representative on the:

(i) operation of the market participant’s order entry system;
(i) operation of the trading platform; and

(iii) relevant market integrity rules and market operating rules.

Trading systems and algorithms

RG265.69  Trading participants should have adequate risk management systems that:
(a) 1identify the risks associated with their services and operations; and

(b) include measures to keep those risks to an acceptable minimum.

RG265.70  Trading participants should establish and maintain controls to manage or
mitigate those risks in a proportionate way.

RG265.71  If a trading participant relies on policies or procedures to manage or mitigate
risk, those procedures should not merely restate the law. They should
provide representatives with clear, practical guidance on how the participant
will comply with its obligations.

RG265.72  In assessing what arrangements are appropriate, trading participants should
consider the nature, scale and complexity of their business and trading
activity. They should include in their consideration:

(@) the types of clients they service and the nature of their trading activity,
including the provision of DEA (see RG 265.76-RG 265.81);

(b) where the trading system does permit DEA, whether the trading
participant intends to allow authorised persons to delegate their DEA;

(c) the types of financial products available to clients;
(d) the nature of any principal trading conducted by the participant;

(e) the complexity of the technology infrastructure, including its trading
system;

() the complexity of the trading algorithms used by the participants, either
as principal or by clients using a trading algorithm provided by the
participant;

(2) whether the trading participant uses a third-party trading system and
whether it is provided to it by a related party of the authorised person
conducting business through the trading participant’s trading system;
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(h) whether there will be a high message or trade ratio that flows through
the trading system, including whether the participant expects that its
clients will be using trading algorithms;

(i) whether the trading system relies on latency-dependent connections and
interfaces such as co-located business; and

() whether the trading system interacts with a crossing system operated by
the trading participant.

RG265.73  To comply with Part 5.6, a trading participant should have written
arrangements governing the operation, oversight and control of its trading
system.

RG265.74  These arrangements should form part of the broader control framework for
meeting Rule 5.5.2, including the trading participant’s obligation to maintain
necessary organisational and technical resources. The framework should
cover risks arising from trading systems and trading activities, including
DEA, algorithmic trading and system security.

RG265.75  For example, written arrangements may describe who can approve changes
to trading system filters, how filter changes are tested and recorded, and
when an authorised person’s access to the trading system should be
suspended or limited. They may also set out how the participant monitors
DEA order flow, reviews algorithmic trading activity and escalates potential
system security issues.

Note 1: For more guidance on trading system controls and trading algorithms, see
Section E. For guidance on certification, testing and review, see Section F.

Note 2: Market participants must also consider their capital requirements under the
Capital Rules. Regulatory Guide 166 AFS licensing: Financial requirements (RG 166)
sets out financial requirements for AFS licensees.

Arrangements for corporate actions

RG265.76  Trading participants should have arrangements to manage the risk associated
with trading during corporate actions.

RG265.77  When operating in a multiple-market environment, a trading participant will
need to ensure that it can manage or alert the authorised person for stock
reconstructions, order book purges and corporate actions. The participant
should take into account any different treatment of those corporate actions
by each market operator.

Trading on multiple markets and multi-product trading
system routing

RG265.78  Trading participants must manage the risks associated with automated
trading on multiple markets and in multiple product types. This risk
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management must accommodate the differing platform specifications and
financial products and order types. It must also consider the impact that a
disruption caused by automated trading on one market may have on another
market. Participants must ensure that the trading participant does not
interfere with the conduct of an orderly market and does not assist or
facilitate manipulative trading.

Arrangements for DEA

RG265.79 A DEA arrangement is one where an authorised client deals directly on a
market through a trading participant’s trading system and pre-trade controls.
If a trading participant permits DEA for its clients, the trading participant
will need to manage the associated financial risks.

RG265.80  Trading participants should adopt and enforce written procedures reasonably
designed to prevent clients and other authorised persons from entering into
trades that create undue financial risk for the clearing participant (whether
the clearing participant is the trading participant or a third party).

RG265.81  The procedures should address both pre-execution and post-execution
controls to minimise financial risk. This includes considerations that the
trading participant should take into account before authorising the use of
DEA, the process for determining which controls to apply to a particular
authorised person, and ongoing review of all controls imposed. In particular,
the controls should ensure each authorised person has sufficient financial
resources for their trading.

Note: Additional guidance on DEA, relating to best execution, can be found at
RG 265.288.
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E Arrangements for trading systems and
algorithms

Key points

A trading participant has obligations to mitigate risks: see RG 265.82—
RG 265.83. The participant must have appropriate:

e trading system design and documentation (see RG 265.84—RG 265.85);

e arrangements for a critical business service (see RG 265.86—
RG 265.87);

e trading system controls (see RG 265.88—-RG 265.103);
e security arrangements (see RG 265.104);

e trading algorithm development and documentation (see RG 265.108—
RG 265.113);

e arrangements when making material changes to a trading algorithm
(see RG 265.114-RG 265.116)

e monitoring and post-trade surveillance arrangements (see RG 265.117-
RG 265.128);

¢ surveillance arrangements to identify false or misleading appearances
(see RG 265.129-RG 265.135); and

e arrangements to immediately comply with any direction from ASIC to
cease, suspend, limit or prohibit a trading system (see RG 265.137—
RG 265.139).

Scope and application

RG 265.82

RG 265.83

Automated trading systems and trading algorithms can improve the speed
and efficiency with which a trading participant routes and executes orders.
However, they also introduce specific risks that may affect the efficiency
and integrity of a market or crossing system operated by a trading
participant, or the proper functioning of a trading platform. These risks may
be heightened by developments in Al, decision complexity and latency
infrastructure. Part 5.6 imposes specific obligations on trading participants to
help identify, manage and mitigate those risks.

The obligations in Part 5.6 build on the general requirements in Part 5.5,
which require a trading participant to have the necessary organisational and
technical resources and trading management arrangements. Together, these
requirements ensure that trading messages submitted by the trading
participant do not interfere with the efficiency and integrity of a market or
the proper functioning of a trading platform.
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Trading systems

RG 265.84

RG 265.85

RG 265.86

Trading system design and documentation

A trading participant’s policies and procedures for compliance with Part 5.6
and system design documentation should be tailored to the trading
participant’s business and the type of activity envisaged for the trading
system. These policies, procedures and system design documentation form
the basis for initial certification, material change and annual reviews of the
trading participant’s trading system, which should be accurate, complete and
up to date.

A trading participant’s trading system documentation should cover at least
the following matters:

(a) system and subsystem architecture (hardware and software) including
communication architecture, detailed design, processing logic, files and
database designs, system security/integrity controls;

(b) the flow of trading messages including the origin of all orders and
trading messages;

(c) targeted execution venues;
(d) controls, including filter arrangements;

(e) output descriptions and/or samples, including message types and
formats, reports, logs, screen-based data fields, and other query results;

(f) input descriptions and/or samples and layouts, including message types
and formats, data entry screens, file structures, scanned or translated
content, and other records; and

(2) external interfaces, including data format requirements, specifications,
and directional diagrammatic representation of connectivity between
systems.

Critical business services

We consider a trading system to be a critical business service for the
purposes of Chapter 8B. Therefore, in addition to the trading system
obligations in Part 5.6, trading participants will need to consider their
obligations under Chapter 8B. These obligations include ensuring:

(@) adequate arrangements to ensure the resilience, reliability and integrity
of the trading system (see RG 265.634);

(b) sufficient scalable capacity for ongoing and planned market operations
and services (see RG 265.641); and

(c) effective business continuity plans for responding to a major event (see
RG 265.704RG 265.706).
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RG265.87  If the requirements in Chapter 8B and Part 5.6 overlap, a trading participant
may take that overlap into account to avoid duplication. For example, if a
trading participant has appropriate security arrangements in place to comply
with Chapter 8B, it may take those arrangements into account when
assessing its compliance for the purposes of the annual review in
Rule 5.6.8A.

Trading system controls

RG265.88  Trading participants must have in place appropriate controls to prevent the
submission of trading messages that may interfere with the efficiency and
integrity of a market or the proper functioning of any trading platform:
Rule 5.6.3(1)(a). Filters are critical pre-trade controls that should assess the
market impact of a trading message before being submitted to a trading
platform.

RG265.89  When considering what is an ‘appropriate’ control, the trading participant
will need to consider:

(@) the trading participant’s system capabilities and the type of business of
the trading participant conducted through the trading system,;

(b) the particular risks that the trading participant has assessed as relevant
to that business (including financial, reputational and regulatory risks);

(c) the nature and volume of the order flow expected through the trading
system,

(d) the type of clients and the nature of the trading strategies used;
(e) the extent and nature of the trading algorithms;
(f) the type of product or contract being traded; and

(2) the interaction of the trading system with other systems and
components.

RG265.90  For example, a trading participant that has a high volume of orders should
implement extensive automated controls. Where orders require manual
involvement, such as exception reviews (e.g. for orderly market or large
order categories) or a post-trade monitoring review function, the trading
representative should be appropriately qualified and trained for the role and
meet the criteria in Rule 5.5.1(2).

RG 26591  Trading system controls should also be appropriate for any crossing systems
operated by the trading participant.

RG265.92 A trading participant cannot rely on a market operator’s controls to filter
anomalous orders and manage extreme price movements. However, these
market operator controls may complement the trading participant’s controls.
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Direct control of trading system controls

RG265.93 A trading participant must, at all times, have direct control over its trading
system controls: Rule 5.6.3(2).

RG265.94  Direct control includes the ability to activate or deactivate filters in the
trading system, and to change filter parameters. A trading participant may
allow limited user-level discretion to change a filter within a defined range.

RG265.95  Filters may operate outside the participant’s trading system. For example, a
filter could sit between the market operator and trading participant, be
provided by an independent third-party provider, or sit within another
trading system used by the trading participant. In these circumstances, the
trading participant should ensure that any activation or deactivation of the
filter, or any change to filter parameters, is authorised only by a qualified
person of the trading participant. An example of a qualified person is
someone with relevant experience in broking operations, operational
management or compliance.

RG265.96 A trading participant will not have direct control if:
(a) there is no administrator-level control; or

(b) only the client (or a related party of the client operating the client’s
system) can make filter changes, and these are merely copied over to
the trading participant for authorisation or information purposes.

RG 26597  Access arrangements where an authorised person deals directly on a market
through a trading participant but independent of the trading participant’s
controls are not permitted under Rule 5.6.3 (when read in conjunction with
Rule 5.5.1). An example of this arrangement is a sponsored access
arrangement, where the trading participant is unable to directly adjust any
filters or filter parameters in relation to trading messages the authorised
person submits.

Controls to immediately suspend, limit, prohibit or cancel

RG 26598 A trading participant must have controls in its trading system to immediately
suspend, limit or prohibit:

(a) trading by one or more authorised persons, clients, trading algorithms
used by the trading participant, financial products, trading systems, or
markets (Rule 5.6.3(1)(c)); and

(b) the entry of trading messages or orders, and cancel trading messages or
orders that have already entered a market, where these form part of a
series that has interfered, or is likely to interfere, with market efficiency
or integrity (Rules 5.6.3(1)(d)(1)—(iv)).

Note: ‘Immediately’ means promptly and without delay once a decision (either
automatically or by an authorised representative of the trading participant) is made to
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use the controls to suspend, limit, prohibit or cancel the trading or entry of trading
messages.

RG265.99 A trading participant may identify a trading message, series of trading
messages or orders from a particular source (e.g. a particular authorised
person, account or algorithm) that is interfering, or is likely to interfere, with
the efficiency or integrity of the market. If this occurs, the participant must
use the controls required by Rule 5.6.3(1)(c).

RG 265.100 These controls may include:
(a) termination of a trading system (referred to as a ‘kill switch’);
(b) forced logout of an authorised person; or

(¢) a control implemented by amending the parameters of a particular filter
to zero or a level that would prevent further trading.

RG 265.101  In addition, under Rule 5.6.3A, trading participants must have adequate
monitoring systems. These systems should help the participant identify
trading messages that are likely to interfere or have interfered with the
efficiency or integrity of the market or the proper functioning of a trading
platform. The monitoring systems should also enable participants to suspend
(i.e. isolate for review), limit or prohibit further entry of the order or trading
messages and cancel any that have already entered the market or crossing
system. For further guidance, see RG 265.117-RG 265.128.

Changes to trading system controls

RG 265.102 A trading participant must have processes to record changes to its controls,
including automated filters and filter parameters: Rule 5.6.3(1)(a). To
comply with this requirement, a trading participant should consider having
an ongoing audit and review function that captures and records any changes
to the controls or filter parameters. This includes intra-day changes to the
filter parameters and changes made by authorised persons.

RG 265.103 A trading participant should be able to:

(@) control, monitor and reconstruct (i.e. for information purposes) any
changes to systems, filters or parameters within a trading system;

(b) identify which filters or controls are activated and which are not
activated at any point in time; and

(c) limit changes to filters and filter parameters at the ‘administrator’ level,
so they can be implemented only after they are authorised by a qualified
person (e.g. a person with relevant experience in broking operations,
operational management or compliance).
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RG 265.104

Security arrangements

A trading participant must have security arrangements in place to monitor
and prevent unauthorised access to a trading system: see Rule 5.6.3(1)(b).

These arrangements should include:

(a) authentication and authorisation of users, so that the operating sys

tem

and application security limit internal access to authorised personnel;

(b) encryption of information;
(c) firewalling to prevent unauthorised external access;
(d) periodic testing of the trading participant’s security management;

(e) administration and ownership of system management.

and

Note: For details of additional requirements relating to information security controls,

see Section O.

Trading algorithms

RG 265.105

RG 265.106

RG 265.107

The guidance in RG 265.108-RG 265.116 focuses on obligations that apply
specifically to trading algorithms. These obligations supplement the broader

requirements in Part 5.6 that apply to trading systems generally.

Trading algorithms include any computer algorithms that automatically
determine one or more parameters of an order with limited or no human
intervention. An algorithm that determines any order parameters is likely to

be a trading algorithm under the rules. This includes, but is not limited
algorithms that determine:

(a) whether to initiate an order;
(b) the timing of the order;
(c) the price or quantity of an order; or

(d) how to manage an order after its submission.

An algorithm is not a trading algorithm if it is only used for:

(a) routing orders to one or more trading platforms (i.e. a smart order
router);

(b) submitting orders that involve no determination of any order
parameters;

(¢) producing confirmations of orders; or

(d) post-trade processing of executed transactions.

to,
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RG 265.108

RG 265.109

RG 265.110

RG 265.111

RG 265.112

RG 265.113

Trading algorithm development and documentation

Trading participants must have appropriate controls and governance
arrangements for the development, testing, approval, deployment and
monitoring of all trading algorithms used or made available by them:

Rule 5.6.3B. What is ‘appropriate’ will depend on the nature and risk profile
of the trading participant’s business and the type and complexity of the
trading algorithm used.

Trading participants should maintain comprehensive documentation for each
trading algorithm. The documentation should be sufficiently clear to allow
the trading participant’s risk function (i.e. compliance or internal audit) to
understand how the algorithm operates and assess whether it is operating
effectively.

The trading participant must also take reasonable steps to test the trading
algorithm before using it (or providing it to a client) for the first time or
before making a material change to it: Rule 5.6.3B. This requirement does
not apply to a trading algorithm that is deployed by a trading participant’s
client (i.e. not provided by the trading participant to the client). For further
guidance on testing, see RG 265.179.

An authorised person, such as a client, might use their own trading
algorithm. In these circumstances, a trading participant should consider
testing the trading algorithmic flow against the trading participant’s trading
system filters. Testing should occur before first use (i.e. at the development
stage) and, to the extent possible, before any material change is
implemented. If the authorised person intends to use an Al or machine
learning-initiated trading algorithm, that should also inform the trading
participant’s assessment of the robustness of its own controls and monitoring
systems.

A trading participant might rely on a third-party service provider to provide,
support or develop a trading algorithm. In these circumstances, the trading
participant should have adequate due diligence, governance and oversight
arrangements of the third-party service provider to ensure compliance with
Rule 5.6.3B: see RG 265.153-RG 265.158.

Al and machine learning may introduce additional risks in algorithmic
trading. Unlike a traditional trading algorithm that follows pre-set
instructions, Al-driven algorithms can be more opaque and adaptive,
changing their strategies in real time in response to market conditions in
ways that are less predictable. The complexity and risks of these different
models should be factored into the trading participant’s governance, testing
and ongoing monitoring arrangements.
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Material change to a trading algorithm

RG265.114 If the trading participant makes a material change to a trading algorithm, it
must take reasonable steps to test the algorithm before implementing the
change: Rule 5.6.3B(2)(c). The purpose of the test is to ensure the algorithm
will not interfere with the efficiency and integrity of a market or any
crossing system, or the proper functioning of a trading platform.

RG265.115 Whether a change to a trading algorithm is material depends on the function,
model, complexity, usage and integration of the trading algorithm. A
material change may include a change that, when implemented:

(a) significantly affects the algorithm’s outputs, risk profile or control
environment; or

(b) has potential financial, operational, reputational or regulatory
consequences for the trading participant.

RG265.116 Examples of material changes to an algorithm might include:

(a) modification of the core functionality of an algorithm (such as adding
new order types);

(b) expansion of the algorithm’s scope (e.g. the addition of new products,
legal entities, markets being traded); or

(¢) modification of the algorithm’s controls (for example, the modification
of the design or behaviour of the control, or a change impacting the
transparency or monitoring of an algorithm).

Monitoring and surveillance

RG265.117 A trading participant must have in place adequate monitoring systems and
post-trade surveillance arrangements: Rule 5.6.3A(1) and (2).

RG265.118  What is considered ‘adequate’ will depend on the scale, size and complexity
of the trading participant’s business and trading activity.

Note: A trading participant that operates a crossing system should refer to RG 265.391—
RG 265.403.

Adequate monitoring systems

RG 265.119 Monitoring systems should be capable of immediately identifying a trading
message or series of trading messages that are likely to interfere or have
interfered with the efficiency or integrity of a market or the proper
functioning of a trading platform. This applies to manual and automated
monitoring systems, including alerts generated by pre-trade filters. In this
context, monitoring systems should be able to identify relevant trading
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messages that require action or review promptly and without delay (i.e. in
real time or near real time).

RG 265.120 If the trading participant identifies, from its monitoring, activity that has
interfered with or is likely to interfere with the efficiency or integrity of the
market, it should take steps to address the issue as quickly as possible.
Where appropriate, this includes immediately suspending, limiting or
prohibiting trading for authorised persons, clients, trading algorithms used
by the trading participant, or financial products, trading systems, or markets:
see RG 265.98-RG 265.101.

RG 265.121 A trading participant may consider monitoring the following:

(@) the nature and liquidity demands of the trading system, to avoid unusual
movements in market price or increased volatility;

(b) the level of use of the trading system, to avoid generation of large
numbers of the following types of orders, which may result in an
adverse impact on a market:

(i) concurrent orders;

(i) orders of small executable quantity, such as orders below an
elected dollar or nominal value threshold; or

(iii) trading strategies that involve amending and/or cancelling a large
number of orders that result in either a disproportionately low
number of transfers or no transactions;

(¢) whether the trading system appears to react to order book changes
outside of the best market;

(d) the order-to-trade-ratio, which quantifies the number of order
submissions and amendments relative to actual trades. Excessively large
order-to-trade ratios may indicate dysfunctional behaviour, market
misconduct or poorly programmed strategies; and

(e) erroneous orders entering the market. An ‘erroneous order’ is an order
that is submitted in error or that contains an error in one of its attributes
(e.g. the price or volume of the order does not reflect the price or
volume at which the trading participant or its client intend to trade).

RG265.122 A filter might reject a trading message, or series of trading messages, and
pass them to an authorised representative for review. In these circumstances,
the trading representative should decide whether the trading message should
be amended, cancelled or submitted to the market.

RG 265.123 A trading representative might submit a rejected trading message into the
market but place the trading message on an exception report for ongoing
monitoring. When this happens, a compliance officer or other qualified
person should be available to consult. Trading participants should ensure
exception reports are monitored on a regular basis (and at least daily).
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RG265.124 We recognise that it may be difficult to assess the market impact of some
trading messages and orders (or a series of trading messages and orders)
before they are submitted. For example, a trading message may not affect the
last traded price of a product, but may still affect the depth of the order book
in that product and give rise to a false or misleading appearance of active
trading in that product: see RG 265.126-RG 265.128.

RG 265.125 Trading participants should also consider the effectiveness of the
information barriers required to manage the involvement of those staff
operating in a compliance or information technology (IT) oversight role who
have access to information on the nature of the trading system and to client
order flow.

Adequate post-trade surveillance

RG 265.126 A trading participant must have adequate post-trade surveillance
arrangements. To be adequate, the arrangements must enable the participant
to identify, as soon as possible, a trading message or series of trading
messages that may have created, or may have been intended to create, a false
or misleading appearance of active trading in any financial product or with
respect to the market for, or the price of, any financial product: Rules 5.7.1
and 5.7.2.

RG 265.127 These arrangements should complement the trading participant’s monitoring
systems. They should also include surveillance systems and appropriately
qualified and capable representative(s) who regularly analyse historical
orders, trading patterns and system alerts.

RG265.128 In addition, as part of their post-trade surveillance, trading participants
should be able to identify whether their controls, including filter parameters,
are operating as intended or need adjustment.

False or misleading appearances
RG265.129  As gatekeepers, market participants must not give effect to an order that may
create a false or misleading appearance of active trading:
(a) 1n a financial product; or

(b) with respect to the market for, or the price of, a financial product (see
Rules 5.7.1 and 5.7.2).

Client of clients

RG265.130  In relation to client orders, the scope of Rule 5.7.1(2) extends beyond a
market participant’s direct clients and includes orders made on behalf of any
other person. We do not expect a market participant to understand
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everything about an underlying client of a direct client where that
information is not reasonably available to the market participant. For
example, we do not expect a market participant to know the details of an
underlying client whose orders are submitted by a direct client operating an
omnibus arrangement. However, if the participant becomes aware, or there
are circumstances in those orders where the participant ought reasonably
suspect, that the order may create a false or misleading appearance of active
trading, the participant must not give effect to that order. Trading
participants must actively monitor those orders: Rule 5.6.3A(1) and (2).

Circumstances of order

RG 265.131 The matters listed in Rule 5.7.2 apply to both the intention limb
(Rule 5.7.1(2)(c)(i)) and the effect limb (Rule 5.7.1(2)(c)(i1)). Accordingly, a
market participant’s monitoring arrangements, and its pre-trade and post-
trade controls to comply with Rule 5.7.1, should be the same for both the
‘effect’” and ‘intention’ limbs of the rule, although the relevance of those
matters may differ depending on the circumstances and which limb applies.

RG 265.132  After taking into account the matters specified in Rule 5.7.2, if a market
participant ought reasonably suspect that either its direct client, or a client of
its direct client has placed an order with the intention of creating a false or
misleading appearance of active trading, Rule 5.7.1(2)(c)(i) applies. The
market participant must not make a bid, offer for or deal in any financial
product on account of that person if doing so would give effect to the order.
In assessing whether the market participant ought reasonably suspect that
intention, it must consider any other relevant information available to it. This
may include the order information, the client’s history of trading, concerns
raised by ASIC or information received from a third party.

RG265.133  Separately, after taking into account the matters specified in Rule 5.7.2, if a
market participant ought reasonably suspect that an order or series of orders
will have the effect of creating a false or misleading appearance of active
trading, Rule 5.7.1(2)(c)(ii) applies. The market participant must not make a
bid, offer for or deal in any financial product if doing so would give effect to
the order. This may include situations where the circumstances of that order
are such that the participant ought reasonably suspect it will have that effect,
whether or not a person intended that effect. For example, where the order
has been generated by an agentic Al system which has initiated, adapted or
optimised trading activity outside of the person’s initial specifications.

RG 265.134  Where a market participant ought reasonably suspect a false or misleading
appearance of active trading, the participant should take appropriate steps to
understand the purpose of the order and the circumstances of the underlying
client, to the extent that information is available to it. Those steps may
include escalating the matter internally, considering whether a suspicious
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RG 265.135

RG 265.136

activity report is required, and using available controls to prevent further
manipulative trading.

In addition to the matters specified in Rule 5.7.2, Table 14 sets out some
indicators that may alone or in combination, give rise to circumstances in
which a market participant ought reasonably suspect that an order is intended
to create or will have the effect of creating a false or misleading appearance
of active trading in any financial product, or with respect to the market for,
or the price of, any financial product. These indicators are not intended to be
an exhaustive list and, although specific to Rule 5.11.1(1)(a) and (b), may
still serve as a useful guide. A participant should also consider any other
relevant matter relating to that bid or offer that may indicate suspicious
trading: Rule 5.7.2(1).

Market participants must also have adequate post-trade surveillance
arrangements to identify a trading message or series of trading messages that
may have created, or may have been intended to create, a false or misleading
appearance of active trading: see Rule 5.6.3A.

ASIC direction to limit trading

RG 265.137

RG 265.138

RG 265.139

Under Rule 5.6.12, we may give a direction to a trading participant that is
not complying with the trading system requirements, or where we otherwise
consider it appropriate, to:

(a) cease submitting trading messages to one or more markets until we are
satisfied that the trading participant complies with the trading system
requirements for the relevant market; or

(b) immediately suspend, limit or prohibit the submission of trading
messages for one or more authorised persons or clients, financial
products, markets or trading algorithms used by the trading participant.

Note: ‘Immediately’ means promptly and without delay.

We will provide directions under Rule 5.6.12 in writing. However, there may
be circumstances where we need to provide a direction quickly. In these
circumstances, we may advise the trading participant verbally (either by
telephone or in person) that we intend to give a written direction and follow
up with the written direction.

A trading participant should consider taking immediate action to cease,
suspend, limit or prohibit relevant submission of trading messages before
receiving the written direction.
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F Initial certification, material change and annual
reviews

Key points

A trading participant must review and certify its trading system and related
controls: see RG 265.140—RG 265.147. This includes:

e an initial review and certification to ASIC before the first use of a trading
system for a market (see RG 265.148-RG 265.158);

e areview of any material changes to a trading system or related controls
before the changes are implemented (see RG 265.159-RG 265.167);

e an annual review of its trading system (where it has not carried out a
material change review in the previous 12 months) (see RG 265.168—
RG 265.173);

¢ any further certification we direct a trading participant to provide (see
RG 265.174-RG 265.175); and

e testing the controls, arrangements and resources of a trading system
before first use, before implementing a material change or annually, as
necessary (see RG 265.179-RG 265.188).

A suitably qualified and experienced person must conduct the initial
certification review, material change review and annual review. A
responsible officer must provide the relevant written statement confirming
that the trading participant complies with its obligations: see RG 265.176—
RG 265.178.

Scope and application

RG265.140  Under Part 5.6, a trading participant must undertake:
(a) an initial review and certification of its trading system;
(b) areview before implementing a material change; and

(¢) an annual review (unless a material change review has been performed
during the previous 12 months).

RG 265.141 A trading participant must also test the controls, arrangements and resources
of its trading system to assess whether they enable the trading participant to
comply with Rule 5.5.2 and Part 5.6 for the relevant market.

RG 265.142 A market operator may also impose additional or different qualification or
certification requirements under its operating rules, operating procedures or
as part of an access agreement before permitting a trading participant to
connect to a trading platform. Satisfying a market operator’s requirements
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does not mean the trading participant has satisfied the requirements of the
Securities Markets Rules.

Design and scope of review

RG 265.143  The trading participant must design each review to appropriately assess
whether the controls, arrangements and resources of the trading system
enable the trading participant to comply with Rule 5.5.2 and Part 5.6. The
nature and scope of the particular review will depend largely on:

(a) the type of review (initial, material change or annual);

(b) the nature, scale and complexity of the business of the trading
participant conducted through the trading system;

(c) the nature and volume of the order flow expected through the trading
system,

(d) how the trading system interacts with other interconnected systems or
necessary controls, and whether an assessment of the interconnected
systems and controls that are not part of the trading system is required;

(e) the type of clients and the nature of the trading strategies used;

(f) the impact and nature of any changes reviewed;

(2) whether a third-party vendor provides the trading system; and

(h) any other identified risk and financial management factors.
RG265.144  All reviews should be supported by documentation demonstrating that the

trading participant has:

(@) effective processes for approving all material changes to the trading
system and its related controls; and

(b) adequate internal controls to prevent unauthorised changes.

RG 265.145 If a trading participant is operating multiple trading systems, it may conduct
a combined review. The participant may only conduct a combined review if
the review adequately covers each relevant trading system and market, and
the resources required for each system.

RG 265.146 By testing and assessing their controls, arrangements and resources, trading
participants are considering whether their overall operational effectiveness,
security and resilience in relation to the trading system enable them to
comply with Part 5.6 and Rule 5.5.2. Trading participants should take a
pragmatic approach to what is appropriate for their business.

RG 265.147 Table 5 provides an overview of the review requirements.
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Table 5:
Review requirement

Assess the relevant controls,
arrangements and resources

Note: See RG 265.88—
RG 265.104 for further details.

Test the relevant controls,
arrangements and resources

Note: See RG 265.179 for
further details.

Review relevant
documentation for the trading
system

Note: See RG 265.144 for
further details.

Review relevant
implementation documentation
for the trading system

A suitably qualified and
experienced person must
conduct the review

Note: See RG 265.176 for
further details.

Responsible officer to provide
written statement confirming
compliance with the
obligations

Note: See RG 265.176 for
further details.

Initial review

Rule 5.6.4(2)(a)

Rule 5.6.4(2)(d)

Rule 5.6.4(2)(b)

Rule 5.6.4(2)(c)

Rule 5.6.4(3)

Rule 5.6.6(2)(9)

Initial certification review

RG 265.148

Overview of the review requirements

Material change review

Rule 5.6.8(2)(a)

Rule 5.6.8(2)(d)

Rule 5.6.8(2)(b)

Rule 5.6.8(2)(c)

Rule 5.6.8(3)

Rule 5.6.8(1)(b)

trading participant must:

@

(b)

Annual review

Rule 5.6.8A(2)

Rule 5.6.8A(2)(c)

Note: These steps apply as
necessary to assess whether
the trading participant’s
controls, arrangements and
resources enable compliance
with Rule 5.5.2 and Part 5.6.

Rule 5.6.8A(2)(a)

Note: These steps apply as
necessary to assess whether
the trading participant’s
controls, arrangements and
resources enable compliance
with Rule 5.5.2 and Part 5.6.

Rule 5.6.8A(2)(b)

Note: These steps apply as
necessary to assess whether
the trading participant’s
controls, arrangements and
resources enable compliance
with Rule 5.5.2 and Part 5.6.

Rule 5.6.8A(3)

Rule 5.6.8A(4)

Note: To be provided no later
than 20 days on completion of
the annual review.

Before using a trading system in relation to a market for the first time, a

conduct an initial certification review by a suitably qualified and

experienced person (see Rule 5.6.4(3));

submit the relevant form on the ASIC Regulatory Portal, with
representations from a responsible officer about the accuracy of the

review; and
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RG 265.149

RG 265.150

RG 265.151

RG 265.152

RG 265.153

RG 265.154

RG 265.155

RG 265.156

(¢) receive written confirmation from ASIC that the initial certification
complies with Rule 5.6.6(2) (see Rule 5.6.6(1)(b)).

A trading participant that wishes to use a trading system in relation to
another market for which it is not certified must provide ASIC with an initial
certification for use of that system on that market under Rule 5.6.6.

Trading participants do not need to conduct an initial review for trading
systems that were certified with ASIC under the Securities Markets Rules
before the commencement of ASIC Market Integrity Rules (Securities
Market) Amendment Instrument 2026/574.

We will not accept a qualified certification. For example, we will not accept
certification that is premised on caveats that may undermine the integrity of
the certification.

The fact that a trading system has been certified does not absolve the trading
participant of any of its underlying obligations under the Securities Markets
Rules.

Use of third-party service providers

A trading participant must provide an initial certification for any third-party
system it uses, unless orders coming through that system are subsequently
processed by one of the trading participant’s certified trading systems.

The fact that one trading participant has certified a third-party provider’s
system does not imply that another trading participant using that system is
not also required to certify that system. For a trading system developed by a
third party, we will accept parts of the technical certification documentation
supplied by that third party as supporting documentation for the initial
certification. However, this is dependent on the trading participant:

(a) demonstrating that it has reviewed the trading system as required by
Rule 5.6.4; and

(b) being able to make the representations required by Rule 5.6.6(2)(g)—
including by providing evidence of completed user acceptance testing
of system integration with internal systems.

A trading participant might rely on a third party to provide, support or
develop any aspect of a trading system or trading algorithm. If this is the
case, the trading participant should maintain adequate governance and
oversight arrangements sufficient to ensure that services provided support
the participant’s compliance with their obligations under Rule 5.5.2 and Part
5.6.

At a minimum, participants should:
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(@) conduct due diligence inquiries to ensure that the service provider is
able to support the participant in meeting its obligations under Part 5.6
(see RG 265.664).

(b) ensure that, when a service provider is providing controls relating to a
trading system, that the trading participant has direct control of those
controls (Rule 5.6.3(2))(see RG 265.93—RG 265.97); and

(c) ensure that suitably qualified and experienced staff review any evidence
supplied by the service provider when conducting an initial, material or
annual review of a trading system (see RG 265.176).

RG 265.157 When relying on a third-party service provider for a trading system, the
trading participant remains responsible for complying with the trading
system review obligations in Rules 5.6.4 to 5.6.8A. This includes ensuring
that any review is properly scoped and supported by access to the
information needed to assess the system.

RG265.158 Where a trading system or trading algorithm is subject to an outsourcing
arrangement within the meaning of Rule 8B.1.2, additional obligations will
apply to that arrangement under Rule 8B.2.3: see RG 265.659—RG 265.683.

Material change review

RG265.159 Before making a material change to a trading system, or to the controls,
arrangements and resources of that trading system, a trading participant must
undergo a material change review. A suitably qualified and experienced
person must conduct the review: Rule 5.6.8.

RG 265.160 The material change review should be designed to assess and test the
controls, arrangements and resources of the trading system that are related to
or impacted by the material change. This must also include a review of the
trading participant’s policies, procedures, system design documentation and
other relevant implementation documentation to the extent that they relate to,
or are impacted by the material change. The trading participant should also
assess any impacts on related systems and other interdependencies.

RG265.161 If a trading participant is operating multiple trading systems, we consider
that documentation, policies and procedures that apply across trading
systems could be considered in totality when reviewing material changes
across those systems.

RG 265.162 Trading participants should have adequate arrangements to ensure they have
timely access to skilled and knowledgeable internal and vendor technical
support for their specific trading system configurations, particularly while
implementing changes to a trading system.
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What is a material change under Rule 5.6.87?

RG265.163 The term ‘material’ is a broad concept and should be considered in the
context of the nature, scale and complexity of the business being conducted
by the trading participant through a trading system.

RG265.164 We would consider the following changes to be material:

(a) achange to the trading system—or to the controls, arrangements or
resources relating to that trading system—that may increase the
potential for the trading participant to fail to comply with its obligations
under the Securities Markets Rules;

(b) a series of such changes that, when considered together, may have the
same material effect; or

(c) achange, or series of changes, to a trading system that may result in the
trading system—or the related controls, arrangements or resources—no
longer enabling compliance with Rule 5.5.2 or Part 5.6.

RG265.165 A trading participant will need to take a practical approach when
determining whether a particular change or series of changes to the trading
system or its controls, arrangements and resources constitute a ‘material’
change. This is regardless of whether that change was made by the trading
participant or the system provider.

RG 265.166 A trading participant should consider, at a minimum, the following factors
when assessing whether a change is material:

(a) the ability of the trading participant to meet the requirements of
Rule 5.5.2 and Part 5.6, particularly Rule 5.6.3, after the change is
made;

(b) the potential for a change to result in trading activity that may interfere
with the efficiency and integrity of the market provided by an operator;

(c) the potential for a change to result in a breach of Rule 5.7.1, taking into
account Rule 5.7.2 (false or misleading appearance); and

(d) the potential for a change to result in trading activity that may interfere

with the proper functioning of a relevant market.

RG265.167 We have provided examples of what may or may not be considered a
material change in Table 6.
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Table 6: Examples of material changes under Rule 5.6.8

Type of change Examples

Material change 1

10

Not material 1
(generally)

Treated as new 1
system

Annual review

RG 265.168

Upgrades in system complexity—for example, single market to multi-market system,
or from an automated principal-only order processing system to a system that
accommodates both principal and agency order flow (i.e. providing DEA services to a
client).

Enhancements to client functionality affecting order types.

Changes to allow client access to additional order books or execution venues, which
may affect the types of orders and messages passed into the market.

Provision of DEA or the addition of new client order flow which may affect filter and
filter parameter capability.

Cumulative incremental changes to a system over a period of time that, when
considered together, may constitute a material change when compared with the
system at the time of its initial certification or previous annual review.

Changes to the type, size and growth of client order flow that may require significant
changes to system capacity.

Changes that increase the risk of creating, or appearing to create a disorderly market
or manipulative trading.

Changes that increase the risk of a high order-to-trade ratio relative to the financial
product, underlying market liquidity or current market volatility.

Implementation of a new algorithmic trading strategy, or a substantive change to the
decision logic, execution logic, order routing, throttling, pricing, or risk controls of an
existing algorithm, where the change may alter the nature, speed, volume, or pattern
of orders sent to the market.

Introduction of, or a substantive change to an Al or machine learning model used in
trading, order generation, execution, routing, surveillance, or pre-trade risk
management. This includes where the model is adaptive or the change may affect
system behaviour, the performance of filters or controls, or the risk of disorderly or
manipulative trading.

Staff changes not affecting compliance capability (e.g. the absence of a designated
compliance person may not be material, but may require a review of supervisory staff
or trading representatives).

User interface or screen display changes for access to relevant execution venue.

Physical relocation from one co-location facility to another of the same provider,
without other substantive changes.

Migration to a new third-party system provider, where the migration results in a new
trading system (requires initial certification under Rule 5.6.6, rather than a material
change assessment).

Under Rule 5.6.8A, a trading participant must have an appropriately
qualified person undertake an annual review of the trading system. An
annual review is not required if the trading participant has performed a
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material change review (in accordance with Rule 5.6.8) within the last
12 months.

RG 265.169 A material change review is generally limited to the particular controls,
arrangements or resources affected by the material change. It may
nonetheless be prudent for the trading participant to consider whether they
should also conduct an annual review of the remaining aspects of the trading
system, to ensure compliance with Rule 5.5.2 and Part 5.6.

RG 265.170  The annual review must include an assessment of whether the trading
participant’s controls, arrangements and resources in relation to the trading
system enable the trading participant to comply with Rule 5.5.2 and Part 5.6.
It must also include, as necessary:

(a) reviewing the trading participant’s policies, procedures, system design
documentation and other relevant documents in relation to the trading
system and implementation of changes to the trading system; and

(b) testing of the trading participant’s controls, arrangements and resources
in relation to the trading system.

RG265.171  The type, form and scale of testing undertaken as part of the annual review
will depend on what is necessary for the trading participant to satisfy itself
that it complies with Rule 5.5.2 and Part 5.6. In undertaking an annual
review, a trading participant should consider whether the nature of existing
order flows, or changes to those flows, are affecting system efficiency or
performance relative to the original certification. The review should take into
account any periodic testing of the trading system or related controls and any
relevant incidents that occurred during the previous 12 months.

RG265.172 To avoid duplication, a trading participant may take into account testing
carried out during the previous 12 months when assessing whether further
testing would be necessary to ensure compliance with Rule 5.5.2 and
Part 5.6 as part of its annual review. This includes testing undertaken for the
purposes of Chapter 8B of the Securities Rules.

RG 265.173  When relying on a third-party provider trading system, participants still need
to satisfy themselves that their controls, arrangements and resources for the
trading system enable compliance with Part 5.6 and Rule 5.5.2: see
RG 265.153-RG 265.158.

Further certification

RG265.174 We may direct a trading participant to provide further certification for a
market from an appropriately qualified person acceptable to ASIC: see
Rule 5.6.7. The trading participant must comply with ASIC’s direction
within the time specified in the direction.
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RG 265.175

Examples of when we may require a further certification include where:

(a) we are not satisfied with the quality of a review undertaken for an
initial, material change or an annual review;

(b) we consider that a trading system no longer operates in the manner for
which it was initially certified; and

(¢) we consider that a trading system no longer enables the trading
participant to comply with the trading system requirements in Part 5.6.

Suitably qualified and experienced person and responsible officer

RG 265.176

RG 265.177

RG 265.178

The initial, material and annual reviews must be conducted by a person who
is suitably qualified and experienced to review the trading participant’s
trading system. The relevant responsible officer must make the written
statement required for the review or certification: see Table 7. ‘Officer’ has
the same meaning as under s9AD of the Corporations Act.

The responsible officer should have responsibility for a function of the
trading participant’s business that uses the trading system. Before
confirming the accuracy of the information provided in the review, the
responsible officer should have reviewed evidence supporting the initial
certification, material change or annual review. This evidence includes:

(a) the methodology of the review;
(b) the results of testing; and

(c) details of the qualified person who conducted the review. The officer
should be satisfied that the qualified person has the appropriate
technical qualifications and experience for the complexity and
interconnected nature of the trading systems being reviewed and the
underpinning regulatory requirements.

The trading participant must document and retain records for a period of at
least seven years. The records must cover the methodology, scope and

results of the review, and any recommended changes applied to the control
arrangements and resources of the trading system as a result of the review.
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Table 7: Written statement by a responsible officer
Review type Content of written statement Completion timeframe Submission to ASIC
Initial State that the information provided in Before submission Required
certification the Initial Certification in relation to
review Rule 5.6.6(2)(a)—(f) is accurate,

including the statement about whether
the trading participant has controls,
arrangements and resources that meet
Rules 5.5.2 and 5.6.3.

Material change  Confirm compliance with Rule 5.5.2 and  On completion of Not applicable

review Part 5.6. review

Annual review Confirm compliance with Rule 5.5.2 and  No later than Not applicable
Part 5.6. 20 business days after

completion of the
review

Testing controls, arrangements and resources of a trading system

RG 265.179

RG 265.180

RG 265.181

RG 265.182

Trading participants must have appropriate arrangements to conduct testing
of their controls, arrangements and resources in relation to a trading system
to ensure that they are complying with Rule 5.5.2 and Part 5.6. This testing
should, at a minimum, occur:

(a) before using a trading system for the first time (for the purposes of
initial certification, as outlined in RG 265.148);

(b) before implementing a material change; and

(c) annually, as necessary. For example, testing may be targeted to key
risks to ensure compliance with Part 5.6 and Rule 5.5.2 and take into
account periodic testing undertaken throughout the 12-month period.

In addition, trading participants must test their trading algorithms before:
(a) first using the algorithm or first making it available to a client; and
(b) implementing a material change to the algorithm (see RG 265.114—

RG 265.116).

If a trading system incorporates trading algorithm functionality (e.g.
embedded execution algorithms), participants may adopt a unified approach
to testing the trading system controls and integrated algorithms.

Types of testing and testing methodologies

The nature and extent of the testing arrangements a trading participant puts
in place will depend on the type of business the trading participant intends to
conduct through its trading system or algorithm.
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RG265.183  Trading participants should implement a testing program that is
proportionate to the risks associated with their trading systems, controls and
trading algorithms. The scope, frequency and intensity of testing vary
depending on the nature, scale and complexity of the participant’s business
and any emerging risks. A participant may develop a testing program where
testing occurs across a multi-year cycle. If a trading system or trading
algorithm is a critical business service, the tests may also be used for the
purposes of compliance with Chapter 8B.

RG 265.184  The testing methodologies should be designed to ensure that:
(a) controls, including filters and filter parameters, work as intended;

(b) the trading system or algorithm can continue to work effectively in
stressed market conditions; and

(c) testing results are quantifiable and produce clear qualitative outcomes.

RG265.185 When testing the controls, arrangements and resources of the trading system,
a trading participant should maintain a documented test strategy. The
strategy should set out the intended scope of testing, test plans, test cases,
test results, defect resolution and final outcomes. We may request this
information to confirm the scope of testing. The testing methodology should
also support an ongoing process for managing changes to the controls,
arrangements and resources of the trading system over time, including
material changes.

RG265.186  Testing may include, but not be limited to:

(@) Unit testing—This involves testing code fragments or modules in
isolation.

(b) Conformance testing—This involves testing system conformance with
the targeted operator, execution venue and order book.

(¢) Functional testing—This involves confirming that the trading system
and filters function as intended for the proposed business.

(d) Regression testing—This involves running previous tests to confirm
that further changes have not introduced new bugs.

(e) Stress testing—This involves testing both trading system logic and
filters under extreme circumstances and market conditions and
consideration of the system’s scalability, capacity, stability and
performance. This could include scenarios based on overseas case
studies of volatile or stressed circumstances.

(f) System testing—This involves testing both trading system logic and
filters when used in conjunction with other systems.

(g) Acceptance testing—This involves validation by end users before use
within the production environment.
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(h Capacity testing—This involves testing that arrangements have
sufficient capacity to accommodate reasonably foreseeable volumes of
trading activity through the trading system and to prevent capacity
limits on messaging from being breached (see Rule 8B.2.1(2)(c) and
RG 265.640-RG 265.646).

Testing in non-production environments

RG 265.187 A trading participant should use a non-production environment to stress test
whether the trading system and trading algorithm operate as intended. This
testing should assess trading system controls and algorithms against both
expected order flow and severe but plausible scenarios of high-volume order
flows. In particular, controls should be stress tested under conditions that
simulate production use, such as a low-latency, high-message-volume and
volatile environment.

RG265.188 We recognise some trading system control scenarios may be difficult to
reproduce within a development or sandbox environment. However, before
going live, a trading participant is expected to take steps that reflect the size,
scope and nature of the trading participant’s business to test for these
situations. The degree of testing should be commensurate with the degree of
risk to market integrity and efficiency.
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G Best execution

Key points

Market participants must take reasonable steps to obtain the best outcome
for their clients. Best outcome means different things for different clients:

o for retail clients, it means best total consideration—which market
participants may interpret as best price when there are not material
differences in transaction costs between licensed markets (see
RG 265.197-RG 265.206); and

e for wholesale clients, a range of factors may be relevant (see
RG 265.211-RG 265.214).

A market participant must:

¢ have adequate policies and procedures for complying with its best
execution obligation (see RG 265.241-RG 265.246);

¢ disclose certain information about its execution arrangements to clients
(see RG 265.247-RG 265.261);

e regularly review and monitor the effectiveness of its execution
arrangements (see RG 265.262—-RG 265.273); and

e be able to demonstrate compliance with its arrangements (see
RG 265.274-RG 265.281).

Market participants have a range of options for accessing markets: see
RG 265.282-RG 265.288.

Scope and application

RG 265.189  This section applies to market participants that trade in equity market
products and CGS depository interests (collectively referred to as ‘relevant
products’) and orders in relation to relevant products: Part 3.8.

RG 265.190 Best execution promotes investor protection by ensuring market participants
do not place their own interests ahead of those of their clients. It facilitates
market efficiency by creating a regulatory incentive for market participants
to direct client orders to the market that offers the best outcome.

RG265.191  The best execution obligation, which builds on a market participant’s
existing obligations to its clients, outlines our specific expectations of market
participants when handling and executing client orders in relevant products.

Interaction between best execution and pre-trade transparency

Market participants currently transact on the pre-trade transparent order book of a
licensed market or as permitted by the limited exceptions to pre-trade transparency
under the rules of the licensed market.
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In most circumstances, a market participant can discharge its best execution
obligation by trading only on a pre-trade transparent order book of a licensed market.
There may be circumstances where it is appropriate to consider non-pre-trade
transparent liquidity (if permitted under a pre-trade transparency exception). For
example, in some cases, the volume on the pre-trade transparent order books may
not be adequate to fully execute a client order on favourable terms for the client.
These circumstances should be set out clearly in the market participant’s policies and
procedures.

Best execution obligation

RG 265.192 Under Rule 3.8.1, a market participant must take reasonable steps when
handling and executing an order in relevant products to obtain the best
outcome for its client. For a retail client, the best outcome means the best
total consideration (which market participants may interpret as best price:
see RG 265.202), taking into account client instructions. For wholesale
clients, other outcomes may be relevant—including speed, likelihood of
execution and any other relevant considerations (or any combination of these
outcomes).

RG265.193 If a client provides a specific instruction about how an order should be
handled and/or executed, we expect the market participant to take reasonable
steps to satisfy the instruction.

RG265.194 The obligation to take reasonable steps to obtain the best outcome for clients
applies equally to trading on a pre-trade transparent order book of a licensed
market and to trading off an order book under an exception to pre-trade
transparency: see Section .

Complying with the best execution obligation

RG 265.195 Best outcome will mean different things to different clients. Under
Rule 3.8.1(2), market participants must at a minimum distinguish between
wholesale and retail clients. For this purpose, these terms have the same
meaning as in Ch 7 of the Corporations Act: see the summary in Table 8.
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Table 8: Meaning of wholesale and retail client

Type of client Meaning

Retail client Clients other than wholesale clients

Wholesale client Where s761G(7) or 761GA applies, the client is a wholesale client where any of
the following apply:

(@)

(b)

RG 265.196

RG 265.197

the price or value of the transaction is $500,000 or more (as specified in
regs 7.1.18(2) and 7.1.19(2) of the Corporations Regulations);

the financial product or service is provided for use in connection with a business
that is not a small business (as defined in s761G(12));

when not provided for use in connection with a business, a qualified accountant
certifies that the client has:

(i) net assets of at least $2.5 million (as specified in reg 7.1.28(1)); or

(i) a gross income for each of the last two financial years of at least $250,000 a
year (as specified in reg 7.1.28(1));

the client is a professional investor (as defined in s9); or

the client is a sophisticated investor (as defined in s761GA) with demonstrated
experience in using financial services and investing in financial products.

We consider that the best execution obligation applies to a market participant
when dealing in relevant products on the following basis:

(a) on behalf of a client on one side of a transaction;

(b) on behalf of clients on both sides of a transaction—the requirements of
both clients must be taken into account and they are both owed a duty
of best execution; and

(c) with a client on the market participant’s own behalf—we consider this
to be execution of the client’s order, and therefore subject to the best
execution obligation.

What is the best outcome for a retail client?

Total consideration
For a retail client, the best outcome means the best total consideration:
Rule 3.8.1(2)(a). Total consideration is defined as:

(a) the purchase price paid by the client (for a buy order) (i.e. unit price
multiplied by volume) plus transaction costs; or

(b) the sale price received (for a sell order) (i.e. unit price multiplied by
volume) minus transaction costs.
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RG265.198 Transaction costs are defined to be all costs paid by a client that are directly
related to a particular transaction and include:

(a) any execution costs imposed by the licensed market and market
participant (e.g. including any charges by a market participant for use of
its crossing system);

(b) clearing and settlement costs; and

(c¢) commissions paid to the market participant by the client.

This would include any other costs paid by the client to third parties
involved in the execution.

RG 265.199 In assessing total consideration, a market participant may take into account
implicit transaction costs—such as market impact or other costs resulting
from differences in speed, likelihood of execution or liquidity (see Table 9
for descriptions of these factors, typically more applicable to institutional
investors). The participant may give the implicit transaction costs
precedence over the immediate price factors if they are instrumental in
delivering the best total consideration. For example, this may be relevant for
an order in a relatively illiquid product. However, we expect that implicit
costs are unlikely to be a factor for most retail client transactions because
they typically deal in order sizes that can be filled at the best displayed
prices.

RG 265200 These cost factors must be reflected in a market participant’s policies and
procedures (where relevant to delivering the best total consideration) and
disclosed to clients: see RG 265.241-RG 265.261.

RG 265201 Where material differences occur in transaction costs, we consider retail
clients will expect, and should expect, a best total consideration result.
Compared to taking into account more complex parameters that may be
considered for wholesale clients, this will also be simpler to:

(a) implement—details on costs are more readily available and comparable
between markets, simplifying the selection of possible markets;

(b) execute—order transmitting capabilities need only take into account
cost factors, rather than more complex parameters; and

(c) evidence—cost benchmarks are typically more available to assess
execution performance against than other benchmarks.

Best price

RG265.202 Market participants may interpret total consideration solely as the best
purchase or sale price of a relevant product while there are not material
differences in transaction costs between licensed markets. We expect taking
reasonable steps to obtain the best price will be simpler for market
participants to fulfil and simpler for retail clients to monitor. Market
participants choosing to interpret total consideration as best price should
reflect this in their policies and procedures and disclose it to clients: see
RG 265.241-RG 265.261.
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RG 265203  For transactions done on an order book, we consider best price to be the best
available price across all the order books of licensed markets. Where the best
price (for the volume of the client order) is spread across multiple order
books, the market participant should take reasonable steps to obtain the best
overall price. This may include accessing each of the best prices on each
order book (either directly or using an intermediary or service offered by a
market operator), or it may be that the best price is achieved by transacting
against one or a number of price points on a single order book.

RG 265204 We acknowledge that there may be occasions when the best price on an
order book is in an insignificant volume (e.g. one share). In these
circumstances, we do not expect a market participant to access the price.
However, we expect the market participant to disclose to clients how it will
manage these kinds of situations: see Table 11.

RG 265.205 For transactions matched or executed off an order book under an exception
to pre-trade transparency, market participants should consider the benefits to
clients of trying to improve on the best displayed price across all order books
to the extent this is possible for a particular relevant product. Where a
market participant acts on behalf of both clients to a transaction and where a
duty of best execution is owed to both clients, the market participant should
consider whether it is possible to improve on the price for both clients. Since
26 May 2013, market participants relying on the exception under
Rule 6.1.1(2)(c) have to provide meaningful price improvement when the
‘trade with price improvement’ rule applies. For example, if the best
displayed bid and offer are $5.04 and $5.08, it would be possible to improve
on the prices by trading at $5.05, $5.06 or $5.07.

RG 265.206 If or when material differences occur in transaction costs (e.g. if a
competitor clearing house emerges with materially different prices), we
would expect market participants to take those differences into account. We
will be clear about whether we take a different interpretation of price and
total consideration where market circumstances have changed, and will
update this guidance accordingly. We will provide sufficient notice and lead
time for market participants to prepare for any change.

Retail client instructions

RG265.207 Where a retail client provides an instruction about how an order should be
handled and/or executed that is inconsistent with the obligation in
Rule 3.8.1(1) to obtain the best outcome for the client, the market participant
must take reasonable steps to satisfy the client’s instruction: Rule 3.8.1(3).
Examples of instructions that a market participant may receive from a retail
client include:

(a) choice of market (e.g. Market X or Market Y);

(b) fast execution;
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(c) minimising market impact; and

(d) obtaining greatest execution certainty.

RG 265208 Under Rule 3.8.1(3), the instructions must be:
(a) clear and unambiguous;

(b) 1in writing or provided verbally (a record of the instruction must be kept
for seven years). ‘In writing’ includes both printed and electronic form,
including via email with hyperlinks or references to a website; and

(c) specific to an order and not contained in the terms and conditions of a
client agreement or any other standard form agreement provided by the
market participant to the client.

RG 265209 A market participant must not encourage or induce a client to provide
specific instructions: Rule 3.8.2. That is, the instruction should be at the
client’s own initiative. For example, a market participant must not include a
standard clause within its client agreement to the effect that the market
participant only deals on the basis of specific client instructions.

RG 265210 Where the instruction is inconsistent with the best outcome for the client, we
consider that a market participant has complied with its obligation to the
extent that it has complied with the client’s instructions (provided the
client’s instructions meet the requirements in RG 265.208). However, client
instructions are likely to address only some aspects of order handling and/or
execution. We consider the best execution obligation applies to those aspects
of the handling and execution process not governed by the instruction. For
example, if a retail client provides an instruction to execute an order on
Market X, the market participant must still take reasonable steps to obtain
the best outcome on Market X.

What is the best outcome for a wholesale client?

RG 265211 In assessing the best outcome for a wholesale client under Rule 3.8.1(2)(b),
market participants should take into account all outcomes that may be
relevant for the client (which may include the outcomes outlined in Table 9).
The relevance of these outcomes may vary based on matters such as the
nature of the client, the client’s instructions (e.g. whether an order is a buy
order, sell order, limit order, market order or an order generated by an
algorithm), the order type, the product and liquidity at the time.

RG265.212 A market participant must:

(a) reflect the outcomes that are relevant to its clients in its policies and
procedures (see Part 3.9 and RG 265.241-RG 265.246); and

(b) disclose to clients the circumstances in which the market participant
considers the outcomes are relevant to clients (see Part 3.10 and
RG 265.247-RG 265.261).
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Table 9: Outcomes that may be relevant for wholesale clients

Factors

Price of the
relevant product

Costs

Speed

Execution
certainty

Description

Price is an important outcome and one that we expect most market participants will
consider relevant. However, it may not represent the best outcome at a given point in
time. For example, the order book of a licensed market that is displaying the best price
may not have much volume, or the costs of executing on that market may be considerably
more than for other markets

Costs can be both explicit (e.g. connection fees, transaction fees, or clearing and
settlement fees) and implicit (e.g. market impact). A transaction may appear to have a
higher cost when considering the explicit costs but may in fact be lower when implicit
costs are considered. For example, a large order if executed in one lot may be subject to
lower overall transaction fees than if the order was broken into many smaller parts.
However, smaller transactions executed throughout the course of a day may achieve
lower prices, resulting in lower overall costs

Speed is becoming an increasingly important outcome for some wholesale clients. It is
important where a client needs to exit a position quickly or is concerned that the price
may move in an adverse direction when they are trying to hedge a position. Speed may,
however, be less relevant for clients that are taking a longer-term view of the relevant
product

Where a wholesale client seeks certainty that a large order will be executed, likelihood of
execution may be an important outcome. The volumes available at each price point on
each order book of a licensed market may be relevant. For example, it may be possible to
execute smaller orders at the best price on a single order book, but larger orders may
involve taking out orders across multiple price points. Executing part of a larger order on a
single order book may mean subsequent executions become less favourable. Market
participants should consider these issues when selecting destinations for order
transmitting

RG 265213 We consider that permitting wholesale clients to take into account a range of

outcomes in general reflects the existing environment in Australia, where
wholesale clients seek to achieve a range of outcomes other than best price.

RG265.214 A market participant may nominate best price or best total consideration as

the best outcome for its wholesale clients rather than other outcomes where
it considers price or total consideration is the best outcome for its clients.

Wholesale client instructions

RG 265215 As with retail clients, wholesale clients may provide instructions on an

order-by-order basis about how an order should be handled and/or executed.
Where the instruction is inconsistent with the obligation in Rule 3.8.1(1) to
obtain the best outcome for the client, the market participant must take
reasonable steps to satisfy the client’s instructions: Rule 3.8.1(4).

RG265.216 In addition, Rule 3.8.1(4) permits wholesale clients to provide standing

instructions. For example, a wholesale client may have a standing instruction
that market impact is the most important factor in assessing the best outcome
if they typically deal in large sizes.
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RG265.217 A wholesale client’s instructions must be:
(a) clear and unambiguous;

(b) 1in writing or provided verbally (a record of the instruction must be kept
for seven years). ‘In writing’ includes both printed and electronic form,
including via email with hyperlinks or references to a website; and

(c) not contained in the standard terms and conditions of a client agreement
provided by the market participant to the client.

RG 265.218 Rule 3.8.1(5) requires that a market participant should periodically review
a standing instruction from a client to ensure it remains possible for the
market participant to satisfactorily perform the instruction. The frequency of
review may vary depending on the client and whether there have been
material changes to the market participant’s best execution arrangements
(e.g. 6-12 months may be appropriate for certain instructions while a longer
period may be appropriate for others).

RG 265219  As with retail clients, a market participant must not encourage or induce a
wholesale client to provide specific instructions: Rule 3.8.2. That is, the
instruction should be at the client’s own initiative. For example, a market
participant must not include a standard clause within its client agreement to
the effect that the market participant only deals on the basis of specific client
instructions.

RG 265220 Where a wholesale client instruction relates to only part of the market
participant’s handling and execution process, it does not absolve the market
participant from its best execution obligation for the remainder of the order.
For example, if a wholesale client provides an instruction to execute the
order on Market X, the market participant must still take reasonable steps to
obtain the best outcome on Market X.

Wholesale client election for best execution protection not to apply

RG265.221 Under Rules 3.8.1(4) and (5), a wholesale client can provide an instruction to
opt out of the best execution protection by providing a standing instruction
to this effect for up to 12 months.

RG265.222  As with other client instructions, Rule 3.8.2 requires that a market
participant must not encourage or induce a client to opt out of its best
execution protection. We would consider any such action by a market
participant as a serious breach of the market participant’s obligations.

RG 265.223  The instruction to opt out of best execution protection applies for up to
12 months from the date the market participant received the instruction was
received. The client must renew the instruction if it expires. The market
participant may notify the client that a renewal is required. We do not
consider a notification of this type to be a breach of Rule 3.8.2.
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RG 265224  Situations where a wholesale client may elect to opt out include:

(a) aclient that directly accesses a market with its own high-speed
execution algorithm through the infrastructure of a market participant
(i.e. DEA); or

(b) aclient that is another market participant.

RG 265.225 The client may make this election so the market participant is not involved in
the execution decision. We note that this opt-out does not alter a market
participant’s obligation to have appropriate controls and filters in place for
DEA clients (e.g. as required under Part 5.6).

Transactions resulting from quotes or negotiation

RG265.226  The act of negotiating or providing a quote is not necessarily subject to the
best execution obligation. However, if a client chooses to proceed with the
quote, we consider this to be an instruction under Rule 3.8.1 and subject to
best execution. Market participants must also consider the best execution
obligation for any aspect of order handling and execution that may not be
governed by the instruction(s).

Taking reasonable steps to obtain the best outcome

RG 265227 The best execution obligation applies from the moment an order is received
from a client right through to settlement of the transaction. Throughout the
process, market participants must take reasonable steps to obtain the best
outcome for the client under Rule 3.8.1. We expect market participants to
take reasonable steps to:

(a) fully understand the client’s instructions and the nature of the order
(e.g. whether there are time, price or size constraints);

(b) consider all relevant information about prevailing market conditions
(we recognise that there will be differences in latency in the delivery of
information between licensed markets, data vendors and the systems of
the market participant);

(c) ensure appropriate timing of order entry onto an order book or other
matching mechanism (if permitted under a pre-trade transparency
exception)—for example, it may be necessary to delay the entry of an
order in a less liquid stock until there is sufficient liquidity to execute
against; and

(d) choose an order book or other matching mechanism (if permitted under
a pre-trade transparency exception) that will achieve the best outcome
for the client. Choice of market should be considered in light of the
relevant outcomes being sought (see Table 9 for outcomes that may be
relevant), as well as the associated clearing and settlement arrangements
and costs.
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RG 265.228

RG 265.229

RG 265.230

RG 265.231

RG 265.232

RG 265.233

We consider that a market participant will have taken reasonable steps to
obtain the best outcome for its clients if it has complied with its best
execution arrangements (where those arrangements have demonstrated that
they consistently deliver the best outcome), and it executes client orders
based on the best information at the time.

In addition to taking the above reasonable steps that we consider essential to
delivering the best outcome to clients, a market participant must:

(@) have adequate policies and procedures reflecting their best execution
arrangements (see Part 3.9 and RG 265.241-RG 265.246);

(b) disclose details of the arrangements to clients (see Part 3.10 and
RG 265.247-RG 265.261);

(c) monitor and review their best execution arrangements (see Part 3.9 and
RG 265.262-RG 265.273); and

(d) evidence compliance with the arrangements to clients on request (see
Part 3.11 and RG 265.274-RG 265.281).

Chain of execution

Where a market participant seeks to execute a client order by placing it with
an intermediary, the duty of best execution for the client under Rule 3.8.1
remains the obligation of the original market participant.

A market participant should only pass client orders to an intermediary whose
arrangements will enable the market participant to comply with its own best
execution obligation. We expect the market participant to take into account
the results that the intermediary can achieve (e.g. by monitoring the quality
of the intermediary’s execution).

Where a client places an order with an AFS licensee that is not a market
participant, the AFS licensee is subject to the obligations in the Corporations
Act.

We consider that where a market participant is an intermediary, the market
participant owes a duty of best execution to a client where the client deals
with an agent, and that agent executes the client order by placing it with the
market participant and the market participant:

(a) also has a relationship with the client (and the terms of business have
been agreed); and

(b) is aware that the first market participant is acting as an agent (e.g. in an
advisory capacity only) for the client.

This is illustrated in Figure 1.
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Figure 1: Duty of best execution
Relationship exists
Agent Intermediary
Client - order (market order (market order Order book

participant) participant)

Duty of best execution

Note: See RG 265.233 for the processes set out in this flowchart (accessible version).

RG 265.234

RG 265.235

RG 265.236

RG 265.237

When passing client orders, the market participant should provide sufficient
instructions to ensure the client receives the best outcome. We understand
that the level of instructions may vary. For example, there may be
circumstances where the market participant chooses to retain considerable
control over the order execution (e.g. by nominating the order book that the
order should be executed on), or it may give substantial control to the
intermediary to determine where to execute the order.

An example of a situation where we would consider it inappropriate to pass a
client order to an intermediary is where the intermediary would transmit the
order to an order book that has no liquidity in the particular relevant product.
It may also be inappropriate to pass the order to an entity that is not a market
participant (given the entity will not be subject to the best execution
obligation) unless the market participant is satisfied the use of the
intermediary will enable the market participant to deliver the best outcome.

Market participant commissions should not discriminate between
licensed markets

A market participant may not structure or charge commissions in such a way
as to discriminate between licensed markets unless the difference reflects
differences in the market fees: Rule 3.8.3. Commissions or spreads charged
to clients should ideally reflect the differences in the cost of executing on
each market.

For example, where Market X’s fees are $10 for a particular transaction and
Market Y’s fees are lower (e.g. $5 or may even pay a rebate) for the same
transaction, the commission paid by a client to a market participant should as
far as possible reflect that Market Y is the cheaper market to transact on.

We encourage market participants that have fixed rate commissions to
consider whether clients could benefit from having the market fees and
rebates passed on.
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Order flow incentives and bundled services

RG265.238 The best execution obligation means that market participants must ensure
that the primary focus when executing client orders is to obtain best
execution.

RG 265.239 Order flow incentives, such as volume rebates or rebates for certain types of
orders, can influence how and where market participants direct client orders
for execution. Directing orders in return for some benefit would represent a
conflict of interest if the market participant was placing its own interests
ahead of its client’s interests and therefore not achieving best execution.
Such activity may result in a breach of Rule 3.8.1.

Note: For guidance on Rule 5.4B.1 (Prohibition on order incentives), see RG 265.596—
RG 265.615.

RG 265240 Bundling is the practice of providing other services (such as advice,
research, data and analytical tools) in conjunction with trade execution. We
consider that transmitting a client order to a licensed market, market
participant or other service provider that offers bundled services does not in
itself meet the best execution obligation because it may not result in the best
outcome being obtained for a client. Such activity may breach Rule 3.8.1.
We consider that the best execution obligation requires client orders to be
transmitted based on best execution for the client independently of any
bundled services.

Policies and procedures

RG265.241 A market participant that deals with client orders must establish, document
and implement adequate policies and procedures to ensure it complies with
the best execution obligation and its policies and procedures: Rules 3.9.1 and
3.9.2. We consider that the policies and procedures should reflect a market
participant’s strategy for obtaining the best outcome for handling and
executing client orders.

RG265.242  Under Rule 3.9.1(2), the policies and procedures must at least set out:

(a) the order books or other matching mechanism to which client orders
may be transmitted;

(b) how client orders will be handled and executed, including the
circumstances in which orders will be transmitted to each listed order
book or other matching mechanism. It must also include the
circumstances in which the transmission will be automated or manual;
and

(c) arrangements to monitor the policies, procedures and implementation.

RG265.243 To comply with this requirement, market participants should consider the
matters outlined in Table 10 and address them where relevant.
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Table 10: What should policies and procedures address?

Matters

Identification of order
books or other
mechanisms (if
permitted under a pre-
trade transparency
exception) where
orders may be matched
or executed

Handling client orders
and circumstances in
which client orders will
be transmitted

Information that market participants should consider including

A market participant should list the order books of licensed markets and other
mechanisms (permitted under a pre-trade transparency exception) on which client
orders may be matched or executed: Rule 3.9.1(2)(a)

Examples of matching or execution arrangements other than an order book include
third-party crossing systems, a market participant’s own internalisation
arrangements or crossing system, and OTC trading arrangements

A market participant should outline its approach to handling orders from the time an
order is received to the time it is settled. It should be clear from the description why
the market participant’s approach will deliver the best outcome for clients

It should also outline the circumstances in which client orders may be transmitted to
each order book or other matching mechanism (if permitted under a pre-trade
transparency exception): Rule 3.9.1(2)(b)

For a retail client, this should reflect how to obtain the best total consideration (or
price). For wholesale clients, this should be based on the outcomes the market
participant considers relevant to its clients. See Table 9 for some outcomes that may
be relevant (more typically for institutional investors)

The policies and procedures should allocate the relative importance, or the process
for determining the relative importance, the market participant places on the
possible outcomes for wholesale clients. It should also include information on how
these outcomes affect the market participant’s choice of order books or other
matching mechanisms permitted under a pre-trade transparency exception

In developing policies and procedures for assessing relative importance, a market
participant should consider the characteristics of:

* the client (including whether retail or wholesale);
» the client order (e.g. market, limit, fill or kill);
* the particular relevant product; and

» the order books of licensed markets to which the order can be directed and any
matching mechanisms outside an order book that may be used subject to a
pre-trade transparency exception

Differing trading hours: Where trading hours vary across order books of licensed
markets and a market participant is able to access more than one market, we expect
a market participant’s policies and procedures to address the handling of orders
when not all licensed markets are open and available for trading. This includes
before the opening and after the close of the traditional trading hours of the
responsible market operator’s market, or when certain licensed markets may be
unavailable for trading for system or technical reasons
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Matters

Handling client orders
and circumstances in
which client orders will
be transmitted (cont.)

Information that market participants should consider including

Specifically, policies and procedures should address the handling of immediately
executable orders (e.g. market orders) received before the opening of the listing
market or when not all licensed markets are open. A market participant can adopt
whatever policy it considers most appropriate to deliver the best outcome to its
clients. For example, the policy may state that the market participant will hold orders
received outside trading hours until all markets open or the responsible market
operator’s market opens (where considered to consistently deliver the best
outcome)

Differing opening and closing mechanisms: A market participant should also
consider the opening mechanism adopted by each licensed market and the effect of
that mechanism on the probability of execution and the quality of that execution (e.g.
an opening auction compared to opening straight into continuous trading). The
auction is likely to receive considerably more buying and selling interest

We consider that a market participant should regularly monitor the quality of the
executions obtained for opening orders to be able to determine that the licensed
market chosen as the location for entering opening orders generally offers best
execution for that particular relevant product: Rule 3.9.1(2)(c). The same
considerations will apply to handling orders at the market close where licensed
markets have differing closing mechanisms

Price movement after order transmitted: Prices may vary after a market participant
transmits an order. For example, a better price may become available on the order
book of Market X after transmitting an order to Market Y. The policies and
procedures should outline how a market participant intends to handle this situation.
We consider that for immediately executable orders that have been transmitted to
an order book taking into account the available information at the time, there is no
requirement to retransmit the order

However, if a market participant chooses to retransmit the order to another market,
before doing so, the market participant should consider certainty of execution (i.e.
risk that the price will no longer be available after the order is retransmitted and the
risk of losing priority in the queue of the first market). Equally, if there is considerable
volume at the new price and reasonable certainty that the order will execute at the
better price, it may be appropriate to retransmit the order

Market outages: A market participant should consider how its order handling and
execution arrangements will adapt to trading halts and suspensions on a single
market (e.g. system failure on the responsible market operator’s market), or all
licensed markets or a crossing system it operates (or routes orders to). To the
extent possible, a market participant should also consider its default arrangements
in the event of unforeseen circumstances

Limit orders: A market participant should outline how it handles limit orders,
particularly those that are away from the current market price. Among other relevant
factors, we consider the policy and procedures should take into account liquidity and
certainty of execution. These factors would apply equally to wholesale and retail
clients because they would contribute to the ability of the retail client to ultimately get
the best total consideration (or price as the case may be)
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Matters

How client orders will
be transmitted to the
order books of licensed
markets or other
matching mechanisms
(if permitted under a
pre-trade transparency
exception)

Monitoring policies and

procedures

RG 265.244

RG 265.245

Information that market participants should consider including

A market participant should outline the mechanisms used for transmitting client
orders to the order books of licensed markets and other matching mechanisms (if
permitted under a pre-trade transparency exception), including documenting any
manual and automated processes (Rule 3.9.1(2)(b)), and the circumstances in
which the mechanisms will be used

Where a market participant has fully, or in part, automated its order handling
processes, it should ensure that the technologies employed are designed to comply
with its best execution obligation. A market participant should document the logic of
how the automated order handling process operates, including dependencies and
parameters. Any changes to such systems should be documented, including the
rationale for the change

A market participant should ensure there are appropriate arrangements in place to
monitor the quality of execution received for clients and whether its policies and
procedures are obtaining the best outcome for clients: Rule 3.9.1(2)(c). Our
expectations about monitoring are outlined in RG 265.262—-RG 265.273

We encourage market participants to ensure that their policies and
procedures are designed or tailored according to the nature, scale and
complexity of their business and the client orders received. We expect that,
in most cases, market participants will need to differentiate policies and
procedures by client characteristics. A market participant may choose to also
differentiate by liquidity of relevant product, order type or licensed market,
or make an assessment on a case-by-case basis.

Some of these choices are illustrated in Figure 2. For example, small orders
in liquid products may be suited to an automated, high-volume process (e.g.
line 1 in Figure 2). In contrast, closer attention may be necessary for large
orders in the same product, including in some instances a case-by-case
assessment (e.g. line 2 in Figure 2). Market participants may pass some
orders through an intermediary (e.g. line 3 in Figure 2) or internalise orders
and report it to the market operator (e.g. line 4 in Figure 2).
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Figure 2: Examples of order transmitting in best execution policies
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Note: See RG 265.245 for the processes set out in this flowchart (accessible version).

RG 265.246

Comprehensive and robust internal policies and procedures for best
execution, and ongoing monitoring and review of these policies and
procedures, will help to ensure market participants are successful in

delivering the best outcome to their clients.

Order book A

Order book B

Market
operator n

Disclosure to clients of best execution arrangements

RG 265.247

Information to be disclosed

Under Rule 3.10.1(1), a market participant must disclose the following
matters to clients about its best execution arrangements:

(a) that the market participant is required to handle and execute client
orders in accordance with the best execution obligation in Rule 3.8.1
(i.e. to take reasonable steps to obtain the best outcome for clients);

(b) how the best execution obligation affects the handling and execution of

the client’s orders;

(c) the order books of licensed markets and any place other than an order

book, for example other matching mechanisms (as permitted under a

pre-trade transparency exception), to which the market participant may

transmit client orders;

(d) the circumstances in which client orders will be transmitted to each of

these destinations; and
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RG 265.248

Table 11:
Matters

Best execution
obligation

How the best execution
obligation affects the
handling and execution
of client orders

Identification of order
books and other
matching mechanisms
(if permitted under a
pre-trade transparency
exception)

(e) that the market participant must take reasonable steps to handle and
execute the client’s orders in a way which satisfies any instructions that
are inconsistent with the market participant obtaining the best outcome
for the client and, as a result, may not achieve the best outcome for the
client.

This is a one-way communication to clients. It is not necessary for clients to
acknowledge or consent to the disclosure. Our expectations about how
market participants should comply with this disclosure obligation are
described in Table 11.

Matters to disclose to clients

Information to be disclosed

That the market participant has an obligation to obtain the best outcome for clients
when handling and executing client orders

Disclosure to clients should include the appropriate level of detail of information
about a market participant’s handling and execution arrangements that a client
would reasonably require to enable them to make an informed decision about
whether to use the services of the market participant

Disclosure should be clear about what the best execution obligation means for how
a client order will be handled and executed. For retail clients, this should include
what best total consideration or best price means in practice. For wholesale clients,
this should include the outcomes the market participant considers relevant, as well
as any trade-offs among these outcomes. For example, if likelihood of execution is
considered the most important outcome, the trade-off may be price

A market participant may also provide additional information to clients about its
order handling practices to help them understand how their orders may be
handled—for example, statistics about the relevant products and volume and size of
orders transmitted to the various order books of licensed markets and other
matching mechanisms (if permitted under a pre-trade transparency exception)

Client instructions: The circumstances in which client instructions can be accepted
and acted upon (e.g. where instructions are inconsistent with the best outcome, only
order-by-order instructions can be accepted for retail clients, whereas for wholesale
clients, standing instructions can be made subject to the requirements in

RG 265.208 and RG 265.217). A market participant should provide a warning
upfront that the use of specific instructions may result in a client not obtaining the
best outcome

The mechanisms by which client orders may be matched and executed

This should identify the order books of licensed markets where transactions are
executed or reported, as well as any other matching mechanism permitted under a
pre-trade transparency exception (e.g. crossing system) that the market participant
places significant reliance on

© Australian Securities and Investments Commission September 2026

Page 65



ATTACHMENT 1 to CS 63 /REGULATORY GUIDE 265: Guidance on ASIC market integrity rules for participants of securities
markets

Matters Information to be disclosed

Circumstances in which  The circumstances in which orders may be transmitted to the order books of
orders are transmitted licensed markets and/or other matching mechanisms

If a market participant’s policies and procedures for retail clients mean that client
orders will not be transmitted to a market that has a very small volume at the best
price (e.g. one share), we expect the market participant to disclose to clients the
minimum volume it will transmit. This should reflect the value of the relevant product.
For example, a minimum volume of 100 may be appropriate for a $2 share but may
not be appropriate for a $100 share

If a market participant’s best execution arrangements allow for a client order to be
executed under a pre-trade transparency exception, the market participant should
disclose on what basis this will occur (e.g. price improvement, volume improvement
or managing market impact). Where it is on the basis of price improvement, the
parameters should be disclosed (e.g. how this would apply where the market
participant is acting on behalf of both clients to a transaction)

If a market participant’s approach is to route orders to a crossing system prior to
order books of licensed markets, we expect the market participant to disclose to its
clients the benefits of this approach as well as any potential detriment to clients
(e.g. latency)

Differing trading hours: Where a market participant includes more than one licensed
market in its policies and procedures and the trading hours of the licensed markets
differ, we expect the market participant to disclose to the client how orders received
outside traditional trading hours will be handled under its policies and procedures.
For example, will a market order received outside these hours be transmitted to a
licensed market that is open, or wait for the responsible market operator's market to
open, and on what basis?

RG265.249  Under Rules 3.8.1(3) and (4), a market participant must not attempt to limit
the best execution obligation through disclosure (e.g. through the terms and
conditions of a client agreement by a market participant to the client). This
can undermine the intention of the best execution obligation.

RG 265.250 Disclosure of certain execution arrangements to clients will enable those
clients to better assess whether they are likely to receive best execution. It
should include the most important and/or relevant aspects of the market
participant’s best execution arrangements.

When to make the disclosure
RG265.251 Under Rules 3.10.1 and 3.10.2, the best execution disclosure should be
made:
(a) before accepting a client order for the first time;
(b) on the request of a client; and

(¢) when there is a material change to the market participant’s best
execution arrangements.
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RG 265.252

RG 265.253

RG 265.254

RG 265.255

RG 265.256

RG 265.257

RG 265.258

For the purposes of RG 265.251(c), a material change is where disclosure is
necessary to enable a client to make a properly informed decision about
whether to continue using the services of the market participant. For
example, a market participant may no longer include in its policy a licensed
market that had consistently achieved the best outcome for clients, or it may
materially alter the circumstances in which client orders are transmitted

to order books of licensed markets and other matching mechanisms (if
permitted under a pre-trade transparency exception). We do not expect minor
changes to be disclosed.

There is no requirement for clients to acknowledge or consent to the
disclosure.

When considering their existing clients, if a market participant takes the
view that an existing client is inactive, and is unlikely to place an order with
the market participant in the foreseeable future, we will not take action in
relation to compliance with Rule 3.10.1 if the disclosure required by

Rule 3.10.1 is given before accepting the next order from the client.

A market participant should have appropriate arrangements in place to
identify when disclosure is required under Rule 3.10.1 and to make that
disclosure before acting on an order from the client.

Wholesale client election to not receive best execution disclosure

Under Rule 3.10.1(6), a market participant need not make a disclosure to a
wholesale client if the market participant and wholesale client agree it is not
required and the terms of the agreement are:

(a) clear and unambiguous;

(b) 1in writing (a record of the instruction must be kept for seven years). ‘In
writing’ includes both printed and electronic form, including via email
with hyperlinks or references to a website; and

(c) not contained in the standard terms and conditions of a client agreement
or other standard form agreement provided by the market participant to
the client.

How to make the disclosure

A market participant must make its best execution disclosure to clients in
writing and keep this disclosure for seven years: Rule 3.10.1(4). We consider
that the disclosure may be made in printed or electronic form, including via
email with hyperlinks or references to a website. This is the same approach
as for Financial Services Guides (FSGs) in RG 221.

Where a client asks for the disclosure to be made in print form (e.g. if they
do not have access to electronic communications), we expect the market
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participant to provide it in print form. Ultimately, a market participant needs
to be able to demonstrate that the disclosure has been made to the client.

RG 265.259 While we do not intend to prescribe the mechanism for disclosure, a market
participant may choose to:

(a) 1include the disclosure in its FSG (where a market participant is already
required to provide an FSG);

(b) incorporate the disclosure into its terms and conditions; or

(c) make the disclosure independently.

RG 265260 A market participant cannot comply with Rule 3.10.1(2) solely by updating
its website each time there is a material change. Where a market participant
uses its website to provide the summary of material changes for the purposes
of Rule 3.10.1(2), we expect that steps would be taken to ensure that clients
are aware of the new information on the website. This may be done through
an email with a hyperlink to the website, or through another form of written
(paper or electronic) notice that the summary of changes is available on the
website. This should occur each time there is a material change.

RG 265261 A market participant must not encourage or induce a wholesale client to
agree that it is not required to disclose the matters outlined in Table 11:
Rule 3.8.2(2). That is, the request should be at the client’s own initiative. For
example, a market participant must not include a standard clause within its
client agreement to the effect that it will not make the disclosures required
under Rule 3.10.1, or that in any way limits its obligations under
Rule 3.10.1.

Monitoring and reviewing best execution arrangements

Monitoring best execution arrangements

RG265.262 We do not intend to approve market participants’ best execution policies and
procedures, nor do we intend to test that every individual transaction
achieves the best outcome. However, we do expect a market participant to be
able to demonstrate that its best execution policies and procedures enable it
to consistently deliver the best outcome for clients and that client orders
have been handled and executed in accordance with its policies and
procedures or with client instructions (as required by Part 3.11).

RG 265.263 How a market participant demonstrates that its policies and procedures are
reasonably designed to comply with its best execution obligation and that it
has complied with its policies and procedures and client instructions is in
large part dependent on the nature of its clients and the complexity of the
client orders it handles and executes.
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RG 265.264

RG 265.265

RG 265.266

In any event, Rule 3.9.1(2)(c) requires a market participant to have
arrangements to monitor its policies, procedures and implementation of the
best execution obligation. To comply with this rule, we expect a market
participant to monitor on a regular basis:

(@ whether it has complied with its best execution arrangements; and

(b) the effectiveness of the arrangements in meeting its best execution
obligation (i.e. whether it is obtaining the best outcome for clients).

A market participant could monitor transactions it has done on behalf of
clients with similar transactions done by other market participants on the
same markets.

We encourage market participants to consider setting measures to assess the
effectiveness of the policies and procedures in obtaining the best outcome
for clients. Examples of possible measures are outlined in Table 12. These
measures may assist market participants in selecting venues to match and
execute client orders, determining appropriate outcomes and assessing the
trade-offs associated with the different outcomes.

Table 12: Possible measures of best execution performance

Factors

Price of the
relevant product

Costs

Speed

Execution certainty

Possible measures

A comparison of the prices achieved or achievable on each order book or other
matching mechanism (if permitted under a pre-trade transparency exception)
against the best available bid and offer at the time

Explicit costs: A comparison of the explicit costs involved in matching or executing
orders on each order book or other matching mechanism (if permitted under a
pre-trade transparency exception). This could take into account the fees and
rebates for various order sizes and types, costs for software and connectivity,
market participant membership costs, and clearing and settlement costs

Implicit costs: This is harder to measure. For market impact costs, a comparison of
the market movement in response to similar size order entry for a particular
relevant product on each market may be relevant

Statistics that show the time taken for orders to match or execute on each order
book or other matching mechanism (if permitted under a pre-trade transparency
exception). This could be broken down by the relevant product and size of order

Statistics on fill rates on each order book or other matching mechanism (if
permitted under a pre-trade transparency exception) for each relevant product,
taking into account order size

An assessment of volumes available at each price point on each order book or
other matching mechanism (if permitted under a pre-trade transparency exception)
may also be relevant
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Factors Possible measures

Other measures Statistics on the volume and speed of execution on each order book or other
matching mechanism (if permitted under a pre-trade transparency exception) for
specific order characteristics (e.g. buy order, sell order, limit order, market order,
and orders generated by an algorithm)

RG265.267 A range of data on relevant products is available to market participants.
Market-specific and consolidated pre-trade and post-trade transparency data
is likely to be the primary source of data. Market operators may also choose
to make data available to market participants to assist with this exercise. We
will continue our consultation with industry on whether market operators
and market participants should make available statistics on execution quality
and order transmitting.

RG 265268 We expect a market participant to keep records of the monitoring it
undertakes, including the results and any consequential modifications to
policies and procedures.

Reviewing best execution arrangements

RG265.269 Under Rule 3.9.3, a market participant must review its best execution
policies, procedures and implementation:

(a) each time there is a material change in circumstances that affects where
the market participant may transmit client orders; and

(b) when the results of monitoring its best execution arrangements suggest
its policies and procedures are not obtaining the best outcome for
clients.

RG265.270 For example, a market participant using only one order book of a licensed
market might have to review its approach if a new market operator enters the
market, or if an order book of an existing market operator obtains substantial
liquidity in the relevant products in which the market participant transacts on
behalf of clients. Market participants may have to reconsider their best
execution arrangements if there is a significant change to trading
functionality on an existing market.

RG265.271 In reviewing its policies and procedures, a market participant should
consider whether it should make changes to improve overall performance. It
should also consider whether the relative importance it has assigned to the
order books of licensed markets and other matching mechanisms (if
permitted under a pre-trade transparency exception) has led it to consistently
deliver the best outcome for its clients.

RG265.272 We encourage market participants to consider whether they could
consistently obtain better outcomes if they were to transmit orders to an
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RG 265.273

order book of another licensed market or if changes were made to any other
aspect of the policy.

We expect a market participant to monitor the various licensed markets to
determine which relevant products are available on each order book for the
purposes of monitoring and reviewing its best execution arrangements.

Evidencing how client orders are executed

RG 265.274

RG 265.275

RG 265.276

RG 265.277

RG 265.278

At client’s request

On receipt of a reasonable request by a client, a market participant must
demonstrate that the client’s order or orders have been executed in
accordance with the market participant’s policies and procedures:

Rule 3.11.1(1).

What is a ‘reasonable request’ may vary. We consider a request to provide
evidence of the basis on which an order was executed is reasonable where it
is made shortly after the client receives confirmation of the transaction. An
example of a scenario where a market participant may determine that a
request is not reasonable is where it relates to every order executed on behalf
of the client over a long period of time (e.g. several years).

The nature of evidence required may also vary based on the client request
and the market participant’s record-keeping arrangements. We do not intend
to prescribe the nature of the evidence. However, any evidence provided to a
client should address the client’s request and be clear to the client how their
order was handled in the context of the market participant’s best execution
arrangements.

Timing of provision of information

Rule 3.11.1(2) requires that a market participant must demonstrate
compliance to the client within a reasonable time after receiving the request.
The time will vary based on the nature of the request. For a straightforward
request (e.g. relating to a single recent client transaction), we expect it
should take no more than a matter of days. For requests requiring
considerable time and effort (e.g. relating to many transactions or to
historical transactions), the market participant may require more time. We
expect the market participant to notify the client when more time than usual
is required to prepare the request and to give an indicative timeframe for
fulfilling the request.

Provision of information to clients about how their orders are handled and
executed will enable clients to assess what happens to their information and
to assess the quality of execution they receive.
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RG 265.279

RG 265.280

RG 265.281

Records

A market participant must keep information so it has evidence that each
client order has been executed in accordance with the policies and
procedures that the market participant has in place: Rule 3.11.2. This
information must be kept for seven years.

The type of information that a market participant should keep will vary
based on the nature and size of the market participant and the mechanisms
for handling client orders. Records relating to a manual process may include
notes made by the relevant trader, whereas records relating to an automated
process are likely to be retained as part of an electronic audit trail. We expect
that in most cases there should be records relating to:

(a) the client instruction;
(b) the steps taken in handling the order; and

(c) the basis for selection of an order book or other matching mechanism
(if permitted under a pre-trade transparency exception), which will
often include the details of the prevailing market conditions such as the
current best bid and offer and associated volumes.

Maintaining accurate and complete records of order handling and execution
decisions will enable market participants to more effectively monitor and
review their execution arrangements. It will also help ASIC assess
compliance.

Access to markets

RG 265.282

RG 265.283

The best execution obligation requires market participants to transmit orders
to the markets offering the best outcome. We are establishing a regulatory
environment to promote a competitive market environment between licensed
markets offering trading services in relevant products. Therefore, market
participants should consider the respective merits of all order books of
licensed markets.

How many licensed market order books should a market
participant access?

It is not our expectation that every market participant must connect to every
order book offering relevant products. It may be reasonable in some
circumstances to decide against connecting to all order books. For example,
a market participant might minimise execution costs significantly by
transmitting orders to one or a few order books of licensed markets (with
these cost savings passed on to the client), or the relevant products that a
market participant deals in might not be available on other order books.
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RG265.284 We expect all market participants to consider their best execution obligation
under the market integrity rules and to review their execution strategy to
ensure it is possible to deliver the best outcome for their clients. The test for
a market participant that is considering having access to only one or a
limited number of order books is whether it can demonstrate that it has taken
reasonable steps to deliver the best outcome and whether in practice it can
consistently obtain the best outcome for its clients.

RG 265285 If a market participant chooses not to connect to a market directly, it should
consider the advantages of indirect access (i.e. transmitting its client orders
to another execution intermediary, rather than executing those orders itself).

Smart order routing

RG 265286 Market participants may use tools to connect to multiple order books of
licensed markets to scan the various markets to determine which one delivers
the best outcome on the basis of predetermined parameters and to transmit
orders to the selected order books and other matching mechanisms (if
relevant). Smart order routers (SORs) provide these linkages (to transmit
client orders to multiple exchanges or crossing systems): see Figure 3. We
expect that in Australia a number of vendors will offer SORs and some
market participants will build their own.

Figure 3: Smart order routers
Client

order

Market participant
smart order router

Exchange or Exchange or Exchange or
liquidity pool liquidity pool liquidity pool

Note: See RG 265.286 for the process shown in this flowchart (accessible version).

RG265.287 We expect a market participant, in accordance with its obligation under
Rule 3.9.3, to review policies, procedures and implementation of its SOR or
other automated processes to verify that they remain compatible with the
market participant’s best execution policies and procedures. This applies
irrespective of whether the SOR or automated processes have been
developed by the market participant or provided by a third party. The results
of all tests should be kept by the market participant for seven years and be
available for ASIC to review on request.
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Direct electronic access to markets

RG265.288 Where a market participant provides clients with DEA to an order book, we
consider that the best execution obligation still applies to the extent that the
market participant must take into account the client’s instructions (e.g. to
have fast access): Rule 3.8.1. A market participant must outline any
parameters for the client’s SOR or manual processes to select the order
books to transmit an order or orders to. A market participant must also
consider the best execution obligation for any aspect of order handling and
execution that may not be governed by the instruction(s).
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H  Suspicious activity reporting

Key points

Under Rule 5.11.1, a market participant must notify ASIC if it has
reasonable grounds to suspect that a person has placed an order or
entered into a transaction:

¢ while in possession of inside information; or

¢ which has the effect of creating or maintaining an artificial price or a
false or misleading appearance in the market or price for trading in
financial products.

See RG 265.290-RG 265.297.

We do not expect a market participant to actively seek to detect reportable
matters: see RG 265.298-RG 265.309. However, we have outlined what
we consider will constitute reasonable grounds to suspect that suspicious
activity has occurred: see RG 265.310-RG 265.323.

A market participant should have a clear, well-understood and documented
process for complying with its obligations under Rule 5.11.1: see
RG 265.324-RG 265.328.

Notifying ASIC of a reportable matter under Rule 5.11.1 does not relieve
market participants from compliance with other obligations, including
notifying ASIC of reportable situations under s912DAA of the Corporations
Act and other reporting requirements to AUSTRAC: see RG 265.329—

RG 265.338.

Where a market participant has reported information to AUSTRAC under
anti-money laundering (AML) reporting legislation, it is not required to notify
ASIC of the same information under Rule 5.11.1: see RG 265.335.

Market participants should notify ASIC as soon as practicable and using
the ASIC Regulatory Portal: see RG 265.339-RG 265.347.

RG 265289  This section provides guidance on a market participant’s obligations under
Part 5.11. This includes guidance on the obligations for market participants
operating a crossing system on a financial market in this jurisdiction.

What suspicious activity must be reported?
RG 265290 Under Rule 5.11.1, a market participant must notify ASIC in writing, as soon
as practicable, if it has reasonable grounds to suspect that:

(a) aperson has placed an order or entered into a transaction on a market
while in possession of inside information; or
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RG 265.291

RG 265.292

RG 265.293

RG 265.294

(b) atransaction, or an order transmitted to a trading platform of a market,
has or is likely to have the effect of:

(i) creating an artificial price for trading in financial products on a
market;

(i) maintaining at a level that is artificial (whether or not it was
previously artificial) a price for trading in financial products on
a market;

(iii) creating or causing the creation of a false or misleading appearance
of active trading in financial products on a market; or

(iv) creating or causing the creation of a false or misleading appearance
with respect to the market, or price, for trading in financial
products on a market.

These are collectively referred to as ‘reportable matters’ in this guide.

Note: Rule 5A.4.2 sets out the obligations of a crossing system operator in relation to
reportable matters. As noted in RG 265.403, the guidance in this Section G applies to
crossing system operators’ obligations to report suspicious activity on a crossing
system.

Market participant notifications under Rule 5.11.1 provide ASIC with a
valuable supplementary source of market intelligence, which, when
combined with other information available to ASIC, helps us to focus our
investigations and resources.

Rule 5.11.1 requires a market participant to notify ASIC in writing with
details of the relevant transaction or order, and the reasonable grounds it has
to suspect there is a reportable matter: see RG 265.310-RG 265.317 for
guidance on the meaning of ‘reasonable grounds to suspect’ and

RG 265.341-RG 265.343 for guidance on the content of notifications under
Rule 5.11.1.

The obligation to notify ASIC in writing under Rule 5.11.1 arises whether or
not a market participant has knowledge of all the details surrounding the
transaction or order, the identity of any insider (if the reportable matter
relates to a person trading with inside information) or the intention of any
party to a transaction or order (if the reportable matter relates to the effect on a
market).

Market participants also have an obligation to submit suspicious matter
reports (SMRs) to the Australian Transaction Reports and Analysis Centre
(AUSTRAC) under s41 of the Anti-Money Laundering and Counter-Terrorism
Financing Act 2006 (AML/CTF Act) and s16 of the Financial Transaction
Reports Act 1988 (FTR Act) (collectively referred to in this guide as ‘AML
reporting legislation”). To avoid double reporting, Rule 5.11.1(2) provides
that, where a market participant has reported information to AUSTRAC
under AML reporting legislation, it is not required to notify ASIC of the
same information under Rule 5.11.1(1): see RG 265.334—RG 265.338 for
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further information about the interaction between Rule 5.11.1 and the AML
reporting legislation.

RG 265.295 Under Rule 5.11.2, a market participant must not disclose to any person that
it has notified ASIC of a reportable matter, nor disclose the information
contained in the notification: see RG 265.344 for further information about
Rule 5.11.2, including exceptions to the rule.

RG265.296 Under Rule 5.11.1, a market participant is not required to form a view about
whether a person has, or would have, a defence available if prosecuted for a
contravention of any provision of the Corporations Act or any market
integrity rule, or about whether all the elements of insider trading or market
manipulation exist.

RG 265297 A market participant will need to decide on a case-by-case basis whether
there are reasonable grounds to suspect there is a reportable matter. Table 13
and Table 14 provide guidance on when we would generally expect a market
participant to consider notifying ASIC under Rule 5.11.1. These examples
are not intended to provide an exhaustive list. There will be situations that do
not fall squarely within any of the examples included in this guide where
there would be reasonable grounds to suspect that a reportable matter has
occurred.

Obligation to report, not actively investigate

RG265.298 We do not expect a market participant to actively seek to detect reportable
matters for the purposes of Rule 5.11.1. Rather, the rule requires market
participants to report activity they become aware of in the ordinary course of
their client and proprietary trading activities.

RG 265299 The obligation under Rule 5.11.1 is to report information that is known. The
obligation under Rule 5.11.1 does not require a market participant to put in
place new surveillance arrangements to detect circumstances that may
trigger a reporting obligation.

RG265.300  As part of its arrangements to comply with its current obligations under the
law, a market participant will have in place existing trading safeguards and
monitoring mechanisms. These may include system alerts, and procedures
and processes which, at a minimum:

(a) ensure that it does not do anything which results in a market for a
financial product not being both fair and orderly (Rule 5.9.1);

(b) enable it to consider the circumstances of an order set out in Rule 5.7.2
to prevent the submission of orders that have the effect of, or are likely
to have the effect of, creating a false or misleading appearance of active
trading in a financial product or with respect to the market for, or the
price of, a financial product (Rule 5.7.1);
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(c) ensure that its trading system does not interfere with the efficiency and
integrity of a market or the proper functioning of a trading platform
(Rule 5.6.1);

(d) for AFS licensees, ensure that it complies with, and takes reasonable
steps to ensure that its representatives comply with, the financial
services laws (s912A(1)(c) and (ca) of the Corporations Act).

RG265.301 Some market participants may also be subject to obligations under the
AML/CTF Act to collect ‘know your customer’ information and conduct
‘ongoing customer due diligence’. We expect that these existing processes
will, in some circumstances, be a source of information that a market
participant should take into account in determining whether a reportable
matter exists (e.g. details of a client’s investment profile or a client’s
financial means: see Table 13 and Table 14).

RG 265302 If a market participant becomes aware of information, in the course of its
business activities and in the course of complying with its existing
obligations, that gives rise to reasonable grounds to suspect there is a
reportable matter, the market participant must notify ASIC. Not all
knowledge, by itself, gives rise to a reportable matter. Table 13 and Table 14
give some examples of information that, by itself, or in combination with
certain other information, may give rise to a reportable matter. We do not
expect market participants to make specific external inquiries to gather
information for the purposes of Rule 5.11.1.

Information in different parts of the organisation

RG 265303 Where information in different parts of a market participant’s business
would collectively give rise to a reportable matter, we will take into account
whether:

(a) the information has in fact come together; and

(b) itisreasonable to expect the information to have come together (e.g. in
the compliance function of the market participant’s business).

RG 265.304 Once information has come together, we would expect a market participant
to notify ASIC in accordance with Rule 5.11.1. Market participants will need
to consider which parts of the organisation are required to escalate
potentially reportable matters to those responsible for compliance. At a
minimum, we expect the trading function of the market participant to
escalate potential reportable matters to those responsible for compliance with
Rule 5.11.1: see RG 265.322.

Retrospective review

RG 265305 We expect a market participant to notify ASIC of orders or transactions that
meet the Rule 5.11.1 criteria at the time they occur. We also expect that the
Rule 5.11.1 criteria may be met as a result of information that the market

© Australian Securities and Investments Commission September 2026 Page 78



ATTACHMENT 1 to CS 63 /REGULATORY GUIDE 265: Guidance on ASIC market integrity rules for participants of securities
markets

participant becomes aware of after an order has been placed or a transaction
entered into (e.g. price-sensitive announcements).

RG 265306 Where a market participant conducts retrospective spot checks in the
ordinary course of ensuring compliance with its obligations, and discovers
information that may give rise to reasonable grounds to suspect there is a
reportable matter (e.g. Client A’s trading is inconsistent with its investment
history and investment or risk profile, and Client A has made a large profit),
we expect the market participant, at a minimum, to identify this matter for
internal escalation and active determination about whether to notify ASIC.

RG265.307 Where a market participant has received a notice to produce books or
information to ASIC and, in the ordinary course of gathering information to
comply with the notice, becomes aware of information about particular
orders or transactions that may give rise to reasonable grounds to suspect
there is a reportable matter, we expect the market participant, at a minimum,
to identify this matter for internal escalation and active determination about
whether to notify ASIC.

RG 265308 We do not expect a market participant to retrospectively review all orders or
transactions in light of subsequent events, or information that it later
becomes aware of, to detect potentially reportable matters under Rule 5.11.1.

RG 265309 The operation of Rule 5.11.1 is not intended to affect current processes that
may be conducted by a market participant for other reasons (e.g. post-trade
analysis). However, if post-trade analysis reveals any indicators of a
reportable matter (see Table 13 and Table 14), a market participant should
ensure that the indicators are considered further to determine whether it
should notify ASIC under Rule 5.11.1.

What does ‘reasonable grounds to suspect’ mean?

RG265.310 A market participant must notify ASIC if it has reasonable grounds to
suspect there is a reportable matter. Establishing ‘reasonable grounds to
suspect’ requires both a suspicion and just cause for that suspicion.

RG265.311 The test is satisfied by circumstances that would create an actual
apprehension or fear that a reportable matter exists. The suspicion has to be
honest and reasonable, and must be based on facts that would create suspicion.

RG 265312 In Queensiand Bacon Pty Ltd v Rees (1966) 115 CLR 266, Kitto J described
(at 303) a suspicion of something as being:
... more than a mere idle wondering whether it exists or not; it is a positive

feeling of actual apprehension or mistrust amounting to a ‘slight opinion,
but without sufficient evidence’.

This case was applied by the High Court in George v Rockett (1990) 170
CLR 104 at 106.
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RG 265.313

RG 265.314

RG 265.315

RG 265.316

RG 265.317

RG 265.318

A reasonable suspicion can exist without the market participant conducting
exhaustive and conclusive investigations into the matter and, as stated above,
we do not expect a market participant to conduct external inquiries for this
purpose: see RG 265.302. Nor do we expect a market participant to
undertake extensive legal analysis to determine whether a contravention of
the Corporations Act or market integrity rules has occurred: see RG 265.315.

In some instances, there may be legitimate reasons or trading strategies
behind conduct that, based on a system alert, suggests that a reportable
matter exists. For example, clients may legitimately request the cancellation of
their orders if they believe the market is falling. However, this may be a less
plausible explanation if orders are repeatedly entered into the market and
cancelled. A market participant will need to exercise judgement in
determining whether it should notify ASIC.

How much analysis is required?

A market participant is not required to form any view on whether a breach of
the Corporations Act or market integrity rules has occurred. We do not
expect a market participant to engage in detailed legal analysis to determine
whether a particular law applies to the facts, whether an exception may apply
in the circumstances, or whether it is aware of the knowledge or intention of
the relevant person.

We expect all employees of a market participant to have some level of
familiarity with, and knowledge of, the laws prohibiting insider trading and
market manipulation, corresponding to the nature of their role in the
organisation. We would expect that certain indicators of a reportable matter
are referred to a compliance officer to ascertain whether a reporting
obligation exists under Rule 5.11.1.

As a general rule, a market participant should exercise common sense and
judgement when deciding whether to notify ASIC. We do not expect a
market participant to notify ASIC every time a system alert is generated.

Some indicators of reportable matters

In RG 265.319, we provide some indicators that may give rise to a reportable
matter. In most cases, one indicator alone will not give rise to reasonable
grounds to suspect that a reportable matter has occurred. In most instances, a
combination of two or more indicators may lead the market participant to
decide there are reasonable grounds to suspect a reportable matter. Table 13
and Table 14 set out our guidance on combinations of indicators that may
give rise to reasonable grounds to suspect a reportable matter. A market
participant will need to decide, in the context of complying with its other
obligations (see RG 265.302), whether further review is necessary after
observing one or more indicators. Clear policies and procedures detailing
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when further review should be conducted will help market participants to
comply with Rule 5.11.1.

RG 265319 Examples of indicators that a market participant may wish to take into
account when considering whether a reportable matter exists include, but are
not limited to:

(a) unusual or unexpected activity—for example:
(i) transactions that do not appear to make economic sense;
(i) large volumes of orders or trades;

(iii) orders inconsistent with previous investment behaviour or
investment profiles;

(iv) unusually high profits within a short time period; and

(v) financial commitments entered into by a client that appear beyond
the client’s means;

(b) unusual concentration of trading or repetition of trading;

(¢) knowledge of client relationships (e.g. that a client is related to a
director of the company that releases a price-sensitive announcement);

(d) use of multiple accounts for no apparent reason, or accounts in the
names of family members or corporate entities with no apparent
business purpose or other purpose;

(e) rapid purchase and sale of shares;
(f) buying and selling shares with no discernible purpose;

(g) sell-down of stock to purchase particular securities, which are then sold
shortly after;

(h) instructions to place an order immediately or urgently;

(i) trades modifying the valuation of a position without affecting the size of
the position;

() trades modifying the valuation of an underlying financial instrument to
affect a related derivative;

(k) orders or trades made outside volume limits, bid—offer spread
parameters or any other applicable trading parameters; and

() trading that takes place before the release of a price-sensitive
announcement or research report, or ahead of a large house or client
order (‘front running’).

RG 265320 Table 13 and Table 14 provide detailed examples of how a review of some
indicators may lead to reasonable grounds to suspect there is a reportable
matter. These examples are not intended to be an exhaustive list of
circumstances in which a reportable matter may arise. While Table 13 and
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Table 14 refer to trading in shares, the indicators are equally relevant for
trading in all financial products.

RG265.321 The presence of one or more of the indicators described in Table 13 and
Table 14 is not necessarily conclusive. Conversely, the absence of any of the
indicators does not indicate that a reportable matter does not exist. A market
participant needs to exercise its own judgement in evaluating whether the
presence of certain facts gives rise to reasonable grounds to suspect there is a
reportable matter.

RG265.322 At an individual trader level in a market participant’s business, it may be
that only one or two of these indicators are visible to the trader. This may,
for example, result from the internal separation of a market participant’s
business as part of its compliance program. We would expect that, in these
instances, where the trader has reason to question whether a reportable
matter exists, the trader should escalate their observations to the person
responsible for compliance. In the normal course of carrying out their
responsibilities, the relevant compliance officer would:

(a) assess these observations in light of all the information they possess;
and

(b) determine, in accordance with the market participant’s policies and
procedures, whether there are reasonable grounds to suspect there is a
reportable matter.

RG 265.323  Once a notification is made, we will consider the information provided and
may make further inquiries where appropriate. If a market participant notifies
us of a reportable matter, it must not disclose to others that it has done so,
except in limited circumstances: see RG 265.344.
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Table 13: Indicators that may combine to give rise to reasonable grounds to suspect that a
person is trading while in possession of inside information—Rule 5.11.1(1)(a)

Primary indicator

Orders or transactions
are inconsistent with a
client’s or trader’s recent
prior trading history or
risk profile

An order or transaction
occurs immediately
before a price-sensitive
announcement

An order is placed or a
transaction entered into
immediately after a client
opens a new account

Other indicators

On its own, trading that is inconsistent with a client’s or trader’s prior trading history
or risk profile may not give rise to a reportable matter

However, if there are other indicators present, this may give rise to reasonable
grounds to suspect that a person is trading while in possession of inside information
Other indicators may include:

* the type of financial product that is the subject of the order or transaction;

* the profile of the company invested in;

» the amount invested (including whether this is out of proportion with the client’s
monetary means or earning capacity);

* the risk profile of the client;

* the size of the order;

 the length of time the security is held;

* a significant increase in profit in the client’s or trader’s account; and

* a significant increase in the particular adviser's commission

For example, an order or transaction may give rise to reasonable grounds to suspect a
reportable matter if a client buys shares in a speculative company and the market

participant knows from its relationship and dealings with the client that the client has
a conservative risk profile and typically only invests in blue chip stocks

We consider recent trading history to be the three-month period before the order or
transaction occurs

Without further knowledge or information, the order or transaction may not give rise
to reasonable grounds to suspect that a person is trading while in possession of
inside information

However, if there are other indicators present, this may give rise to reasonable
grounds to suspect that a person is trading while in possession of inside information

Other indicators may include the knowledge that the client is connected to (or the
compliance officer is aware that the trader is connected to) the company or the
subject matter of the announcement (front running)

For example, the client may be an officer or employee of the company, or the trader
may have been involved in providing professional advice to the company

Without further knowledge or information, the order or transaction may not give rise
to reasonable grounds to suspect that a person is trading while in possession of
inside information

However, if there are other indicators present, this may give rise to reasonable
grounds to suspect that a person is trading while in possession of inside information

Other indicators may include instructions for the order to be carried out urgently,
without reference to the price at which the order is to be executed
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Primary indicator

A client or trader opens
simultaneous positions in
related derivatives (e.g.
contracts for difference
(CFDs), options or
warrants)

A trading account
receives a large transfer
of money before an order
is placed or a transaction
entered into

A trader is an employee
of the market participant
and an order is placed, or
transaction entered into,
ahead of house or client
orders in the same
security

Other indicators

Without further knowledge or information, the orders or transactions may not give
rise to reasonable grounds to suspect that a person is trading while in possession of
inside information

However, if there are other indicators present, this may give rise to reasonable
grounds to suspect that a person is trading while in possession of inside information

Other indicators may include:
* the trading in the derivatives is inconsistent with the client’s or trader’s prior
trading history or risk profile; and

* the trading takes place just before a price-sensitive announcement

Without further knowledge or information, the orders or transactions may not give
rise to reasonable grounds to suspect that a person is trading while in possession of
inside information

However, if there are other indicators present, this may give rise to reasonable

grounds to suspect that a third party is trading while in possession of inside

information and attempting to disguise their own trading by trading through another

account or person

Other indicators may include:

* the authorisation on the account has recently changed;

* the authorised person or account holder applies for the transfer of shares (or
money) to a third party; and

* the authorised person or account holder applies for the transfer of shares (or
money) to the recently authorised person’s own account after the trade is executed

Without further knowledge or information, the orders or transactions may not give
rise to reasonable grounds to suspect that a trader may be profiting from the effect
of the house or client orders on the price of the security (front running)

However, if there are other indicators present, this may give rise to reasonable
grounds to suspect that a person is trading while in possession of inside information
Other indicators may include:

* the employee has not received internal consent for the trade;

* the security and size of the order are inconsistent with the employee’s prior
trading history (as far as the market participant is aware); and

* the trading is accompanied by the trader taking simultaneous positions in related
derivatives
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Primary indicator

Trading takes place
before the release of a
research report that has
been prepared by the
market participant

Other indicators

Without further knowledge or information, the orders or transactions may not give
rise to reasonable grounds to suspect that a trader may be profiting from the effect
of the house or client orders on the price of the security (front running)

However, if there are other indicators present, this may give rise to reasonable
grounds to suspect that a person is trading while in possession of inside information

Other indicators may include:

 the employee has not received internal consent for the trade; and

* no effective information barriers are in place between the market participant's
business units

A market participant may have a sell-side division that prepares research reports
that will be released to the public. A trader may intend to profit from the effect that
the release of the report will have on the price of the securities that are discussed in
the research report (front running)

Note: If the market participant is an AFS licensee, it may also be required to make an assessment about whether it is required to
notify ASIC of a reportable situation under s912DAA of the Corporations Act.

Table 14: Indicators that may combine to give rise to reasonable grounds to suspect that an
order or transaction may affect market integrity—Rule 5.11.1(1)(b)

Primary indicator

An order is placed:
* near the close of the
trading day; or

* on the last day of the
month, quarter, half
year or financial year

Other indicators

The order forms part of a trading pattern where the client or trader regularly
chooses to buy high or sell low at the close. This may be a reportable matter where
the order would, if executed, represent a significant increase or decrease from the
previous trade price (‘price support’, ‘marking the close’ or ‘window dressing’)
Other indicators include:

* the client or trader chooses not to buy or sell at other times of the trading day
when better prices are available;

* the client or trader is a substantial shareholder of the company invested in
(Company A) or a related entity;

* Company A is the bidder or target in a takeover; or

* Company A is conducting a placement

In addition, the client or trader may already hold existing positions in Company A
(e.g. as a fund manager), and:

* have an interest in maintaining the price of the shares at a certain level; or

* the order would have the effect of modifying the valuation of their position without
materially affecting the size of the position
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Primary indicator

An order is placed near
the expiry date of related
derivatives (e.g. options)

A client or trader places
matched orders—
prearranged trades

A client or trader places
multiple orders on the
same side of the market
at different price levels,
which are just behind the
best bid or ask

An order is for a significant
volume (possibly close to
priority) and is then
cancelled shortly after

An order is for a significant
volume close to priority.
This is followed by the
execution of an order on
the opposite side of the
market. The initial order
is then deleted

Other indicators

As a general rule, the market participant is not expected to investigate whether a
client holds positions in related derivatives. A trader executing a client’s order may
not be able to ‘see’ if a client holds, or has opened, positions in related derivatives
because of the way in which the market participant’s business is structured

However, if the client has entered into those derivative positions with the market
participant, this may become apparent to the relevant compliance officer in the
course of conducting retrospective spot checks

This may raise an early warning signal if the market participant is aware that the
client holds positions in derivatives over Company A, such as an option that is close
to expiry. The order would, if executed, represent a significant increase or decrease
from the previous trade price of the underlying security, and thereby increase or
decrease the value of the related derivatives. As a result, the client or trader makes
a profit or avoids a loss

The order is for a large volume of Company A shares, which are illiquid. Immediately
after the client’s order is placed, an order for a similar volume at the same price is
placed on the opposite side of the market. The effect is that the order is executed
unusually quickly, given the size of the order and the limited liquidity in the stock.
This may indicate that the trade is a ‘wash trade’

We note that this may not always be indicative of suspicious conduct, as legitimate
prearrangement of trades is often conducted for large volumes of illiquid stock

These orders may be intended to create a false or misleading appearance of
buying or selling demand (‘layering the order book’)

This may be more suspicious if the client or trader subsequently submits an order
on the other side of the market. Once this latter order is executed, the client or
trader rapidly removes the initial multiple orders

The market participant may be aware that the client or trader is a substantial
shareholder of Company A, or may otherwise have an interest in supporting the
share price of Company A

The pre-auction period is a time to be particularly vigilant of this conduct

The order may have been intended to draw speculators to follow the order into the
market, thereby precipitating a small run in the price of Company A’s shares

On its own, this factor may be insufficient grounds to establish market manipulation.
However, it may raise a warning signal if the market participant is not aware of any

plausible explanation for the client cancelling their order. It may also be particularly

concerning if the client or trader appears to be repeatedly cancelling their orders

The order may have been intended to attract interest or liquidity on one side of the
market. This may lead to a small run in the price of Company A’s shares. It may
also assist the client or trader to discover the depth of the market, with the aim of
executing the order on the opposite side of the market at a better price and with
less impact on the market

Note: Rule 5.11.1 does not require the market participant to be aware of the intention of any party to the transaction or order
before it notifies ASIC.
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Compliance with Part 5.11

RG 265.324

RG 265.325

RG 265.326

RG 265.327

RG 265.328

RG 265.329

RG 265.330

To help ensure compliance with the obligation to notify ASIC of reportable
matters, a market participant should have a clear, well-understood and
documented process for:

(a) identifying indicators of reportable matters;

(b) ensuring that employees escalate potentially reportable matters to
compliance staff, who are made aware of the indicators identified;

(¢) determining whether indicators of reportable matters give rise to an
obligation to report; and

(d) notifying ASIC in writing of reportable matters.

A market participant will need to consider how best to keep these documents
or records (e.g. they may be kept electronically). Keeping documents and
records (particularly of the determinations made in RG 265.324(c)) will help
market participants demonstrate to ASIC compliance with the obligation
under Rule 5.11.1.

These records may be kept in a similar manner to a register for identifying,
recording and reporting reportable situations: see RG 78 at RG 78.136.
However, this is not the only method that market participants can use to
demonstrate compliance.

In enforcing Rule 5.11.1, we intend to focus on instances where market
participants are obliged to notify us, but wilfully or recklessly disregard this
obligation.

We will consider whether a market participant’s policies and procedures
have been followed, as well as whether the policies are adequate, when
deciding whether a market participant has failed to report a reportable
matter. Where internal policies and procedures are followed strictly but the
market participant is not adequately reporting reportable matters to ASIC,
the market participant may need to review its policies and procedures to
ensure they are effective.

How does this relate to other breach reporting obligations?

Section 912DAA requires AFS licensees to notify ASIC if there are
reasonable grounds to believe that a reportable situation has arisen: see
RG 78 for more detail.

The obligation to report suspicious conduct under Rule 5.11.1 is in addition
to the breach reporting obligation imposed on AFS licensees under
s912DAA.

© Australian Securities and Investments Commission September 2026 Page 87


https://asic.gov.au/regulatory-resources/find-a-document/regulatory-guides/rg-78-breach-reporting-by-afs-licensees-and-credit-licensees/
https://asic.gov.au/regulatory-resources/find-a-document/regulatory-guides/rg-78-breach-reporting-by-afs-licensees-and-credit-licensees/

ATTACHMENT 1 to CS 63 /REGULATORY GUIDE 265: Guidance on ASIC market integrity rules for participants of securities

markets

RG 265.331

RG 265.332

RG 265.333

RG 265.334

RG 265.335

RG 265.336

RG 265.337

RG 265.338

In contrast to the breach reporting obligation, Rule 5.11.1 requires
notification to ASIC of information relating to the trading activities of
clients, other market participants or any other person.

In addition, the obligation under Rule 5.11.1 applies to all market
participants, not all of whom are AFS licensees (e.g. some foreign market
participants are exempt from holding an AFS licence).

The reporting obligations in s912DAA and Rule 5.11.1 are distinct. A
notification under Rule 5.11.1 does not relieve a market participant that is an
AFS licensee from its obligation to report under s912DAA. There may be
instances where a reportable matter is notified to ASIC in the first instance
and then, after further inquiry to determine whether it is also a reportable
situation by the AFS licensee under s912D, the AFS licensee also notifies
ASIC of the reportable situation. In these instances, when submitting the
reportable situation form, it will assist ASIC if market participants advise, in
their prescribed form, that a suspicious activity report has been made to
ASIC and state the date of the suspicious activity report.

How does this relate to reporting obligations to AUSTRAC?

A market participant may have an obligation under AML reporting
legislation to submit an SMR to AUSTRAC if it forms a suspicion on
reasonable grounds relating to insider trading or market manipulation. Many
of these cases may also give rise to reasonable grounds to suspect there is a
reportable matter that must be reported to ASIC under Rule 5.11.1(1).

To avoid double reporting, Rule 5.11.1(2) provides that, where a market
participant has reported information to AUSTRAC under AML reporting
legislation, it is not required to notify ASIC of the same information under
Rule 5.11.1(1). ASIC has access to SMRs lodged with AUSTRAC.

It is important to note that market participants cannot discharge their
obligation to report under AML reporting legislation by reporting to ASIC.

Market participants should refer to the AUSTRAC website—in particular,
Who and what we regulate, Reporting to us: Suspicious matter reports

(SMRs) and Tipping off, and Obligations and guidance.

We expect that the processes and procedures that a market participant has in
place to comply with Rule 5.11.1 may not be the same as those it has in
place to comply with the AML reporting legislation.
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RG 265.339

RG 265.340

RG 265.341

RG 265.342

RG 265.343

RG 265.344

When must market participants notify ASIC?

A market participant must notify ASIC under Rule 5.11.1 as soon as
practicable and via the ASIC Regulatory Portal. We would expect that this is

within three business days of determining that there is a reportable matter.

We expect a market participant’s internal systems to ensure that the relevant
staff are aware of potentially suspicious activity in a timely and efficient
manner.

What should the notification contain?

Notification to ASIC under Rule 5.11.1 must contain details of the
transaction or order (to the extent known to the market participant) and the
reasons the market participant suspects there is a reportable matter.

As a general guide, we would expect a notification to contain:

(a) the name and contact details of the person suspected of trading while in
possession of inside information, or who placed the order or entered
into the transaction that has, or is likely to have, one of the effects set
out in Rule 5.11.1(b);

(b) the details of the order or transaction that is the subject of the
notification, including the security, market, time of placement, price and
volume;

(c) the recent trading history of the client if the reportable matter arises
partly because a market participant considers an order or transaction is
inconsistent with a client’s recent trading history (i.e. for the previous
three months);

(d) the client’s investment profile and risk profile if the reportable matter
arises partly because a market participant considers an order or
transaction is inconsistent with a client’s investment or risk profile; and

(e) a snapshot of specific trading or order book activity that illustrates the
context of the order or transaction that is the subject of the notification.

As stated in RG 265.335, where information that would otherwise be
required to be contained in the notification to ASIC under Rule 5.11.1 has
already been reported to AUSTRAC under the AML reporting legislation, a
market participant does not need to notify ASIC of the same information:
Rule 5.11.1(2).

Confidentiality

Under Rule 5.11.2, a market participant must not disclose that it has notified
ASIC of a reportable matter under Rule 5.11.1, nor disclose the information
contained in the notification. This rule does not preclude a market participant
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from communicating that it has obligations under Rule 5.11.1 generally, or
from communicating to a client or trader that it has concerns about the
conduct of that person, which may constitute an offence under the law or
which may expose the market participant to risk.

Qualified privilege

RG265.345 A market participant notifying ASIC under Rule 5.11.1 has qualified
privilege under s1100A for the notification. Section 89 states that, where a
person has qualified privilege, that person is not, in the absence of malice,
liable to an action for defamation. Qualified privilege under the Corporations
Act does not affect any right, privilege or immunity that a person may
otherwise have: s89(3).

Note: Section 1100A(1)(a) refers to information that a person is required to give under
Ch 7 of the Corporations Act. Section 761H provides that, in Ch 7, a reference to a
provision of Ch 7 includes (unless a contrary intention appears) a reference to other
instruments made for the purposes of Ch 7.

RG 265346 A market participant that has qualified privilege under s1100A for the
notification is also not liable for any action based on breach of confidence in
relation to the notification: s1100A(3).

RG 265.347 This protection extends to the officers, employees and representatives of a
market participant: s1100D.
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I Crossing systems

Key points

A market participant that operates a crossing system for financial products
able to be traded on a market must:

e make certain notifications to ASIC and users of the crossing system,
and make information about the operation of the crossing system
publicly available on a website (see RG 265.355-RG 265.380);

e provide fair treatment to all users of a crossing system (see
RG 265.381-RG 265.390);

e monitor activity on the crossing system, report significant breaches of its
user obligations and operating procedures to ASIC, and report
suspicious activity to ASIC (see RG 265.391-RG 265.403);

e use standard tick sizes for trading in equity market products (see
RG 265.404-RG 265.408); and

e have controls to ensure the efficiency and integrity of the crossing system
(see RG 265.409-RG 265.418).

Scope and application

RG 265.348

RG 265.349

RG 265.350

RG 265.351

Chapter 5A of the Securities Markets Rules and this section of the guide
apply to market participants that operate crossing systems.

In the Securities Markets Rules, a ‘crossing system’ is defined as any
automated service provided by a market participant that matches or executes
client orders with orders of:

(@) the market participant;

(b) other clients of the market participant; or

(c) any other person whose orders access the automated service,
otherwise than on an order book of a licensed market.

Transactions on crossing systems rely on one or more of the pre-trade
transparency exceptions in Section 1.

Crossing systems include:

(a) internalisation systems where client orders are automatically matched
with orders of the crossing system operator (i.e. against the market
participant’s own account) or with orders of other clients; and

(b) other systems, including those operated on an agency basis, which
match user flow.
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RG 265.352

RG 265.353

RG 265.354

Crossing systems may operate on technology built and operated exclusively

by a crossing system operator or they may be developed by a third-party
vendor. A full list of crossing systems that are registered with ASIC is

available on our website.

Some market participants provide an ‘aggregator’ service. An aggregator

provides connections between multiple crossing systems and facilitates the

transmission and receipt of orders from a market participant to a crossing
system (e.g. through an algorithm or smart order router).

It is also possible that two crossing system operators may establish direct

connections between their crossing systems separately from an aggregator.
This means that it is possible for a client’s order to be executed in a crossing
system operated by a market participant that the client does not have a

relationship with.

Note: In this guide, the term ‘user’ refers to any user of a crossing system, including a
client of the crossing system operator and any other market participant that may have its
client orders routed to the crossing system.

Notifying ASIC of intention to operate a crossing system

RG 265.355

A market participant that operates, or proposes to operate, a crossing system

must lodge a crossing system initial report with ASIC no later than
20 business days before beginning to operate the crossing system. Table 15
sets out the details required to be included in a crossing system initial report.

Table 15: Reporting requirements to be provided to ASIC about the nature of a crossing system

Matters
Date of

commencement

Clients

Matching
process

Price
determination

Fee structure

Rule 5A.1.1 reporting requirement

The date on which the crossing system
began operating, or will begin to operate, in
this jurisdiction

Access to the crossing system, including the
criteria for determining persons who are
eligible to use the crossing system and
whether the crossing system transmits
orders to other crossing systems, or
receives orders from other crossing systems

How orders are prioritised and matched,
and transactions are executed, on the
crossing system

How the price for transactions on the
crossing system is determined

The fees, commissions, rebates or other
charges paid by or to the market participant
and users of the crossing system

Guidance on details of information

No further guidance

For example, retail clients, wholesale clients
and buy-side only

For example, if the crossing of orders is
done on price—time priority, size priority or
some other basis

For example, at the midpoint of the best
available bid and offer on the order books of
licensed markets

This includes incentives paid by or to the
market participant and/or users of the
crossing system
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Matters

Principal trades

Reporting to a
licensed market

Life of an order

RG 265.356

RG 265.357

Rule 5A.1.1 reporting requirement

Whether the market participant that
operates the crossing system deals as
principal with clients on the crossing system
and, if so, the arrangements the market
participant has in place for the management
of conflicts of interest that may arise
between the market participant and those
clients

The name of the market or markets to
which:

(a) transactions executed on the crossing
system are reported; and

(b) orders matched on the crossing system
are transmitted for execution

Where more than one market is named, the
circumstances in which each market is used
for the purposes set out in paragraphs (a)
and (b) above

Whether orders on the crossing system are
purged at the end of the day or remain on
the crossing system until matching or
execution on the crossing system next
resumes. If the orders are not purged, the
period of time they remain on the crossing
system

Guidance on details of information

This includes all principal dealings, including
facilitation and house desk

Under Rule 5.1AA.1, all trading by a market
participant on its own account or on behalf
of clients must be done under the rules of a
licensed market. This means that all
transactions matched or executed on a
crossing system must be reported to a
market operator

Where more than one licensed market is
used, the circumstances in which each is
used (e.g. Market X for the top 200 stocks
and Market Y for the remainder)

No further guidance

Under Rules 5A.2.1(4) and 5A.2.2(4) crossing system operators are also

required to give ASIC a copy of the disclosures they make about their
crossing systems to the public and to their clients: see RG 265.360—

RG 265.380 for further information about publicly available crossing system
information and non-public crossing system information. The information in

these disclosures to the public and to clients is more detailed than the
information required to be lodged with ASIC in a crossing system initial

report.

A crossing system operator may fulfil its obligation to lodge a crossing

system initial report under Rule 5A.1.1 by giving ASIC copies of the more
detailed disclosures under Rules 5A.2.1 and 5A.2.2 no later than 20 business
days before the crossing system commences operation.

Monthly reporting to ASIC on trading activity and system changes

RG 265.358

A crossing system operator that operates a crossing system must submit a

monthly report to ASIC in certain circumstances: Rule 5A.1.2. A monthly

report must be submitted if there have been any changes during that calendar

month to the information last provided to ASIC in the operator’s crossing

system monthly report or crossing system initial report: Rule 5A.1.2(a).
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RG 265359  Under Rule 5A.1.2(b), the report must be prepared within 20 business days
of the end of the calendar month and must be provided to ASIC as soon as
practicable after it has been prepared.

Public disclosure about crossing system operations

RG 265360 Under Rule 5A.2.1, a crossing system operator must make available on a
publicly accessible website the information listed in columns 1 and 2 of
Table 16. More detailed guidance about what we expect a crossing system
operator to disclose is provided in column 3.

Table 16: Public disclosure requirements for crossing system operators

Type of Publicly available crossing Guidance
information  system information

Operator The code identifying the The full legal name of the crossing system operator should
crossing system be identified in addition to a code that uniquely identifies the
crossing system. We may publish on our website the codes
assigned to and applicable to specific crossing systems

Start date The date the crossing system Where a crossing system has been decommissioned or
began to operate in this replaced by another crossing system, the market participant
jurisdiction should disclose the date the system originally commenced

operating, the date it ceased operating and the date the new
crossing system commenced operating

Products The types of financial products  For example, equity market products, CGS depository
traded on the crossing system interests and warrants
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Type of Publicly available crossing Guidance
information  system information
Access The criteria used to determine Crossing system operators should consider including:
criteria eligibility to use the crossing (a) the types of users that can gain access to the system,
system such as:

(i) liquidity providers—liquidity providers, whether
formally required to or not, during the course of a
day, commonly enter regular buy and sell orders in a
particular financial product, on their own behalf, into
a crossing system or other facility. Orders entered
do not include the principal leg of client facilitation.
Examples of liquidity providers include market
makers and high-frequency traders;

(i) crossing system operators—where they can trade
as principal (including when trading on behalf of a
related body corporate);

(i) retail clients; and
(iv) institutional clients (e.g. fund managers);

(b) the minimum requirements (e.g. technical capabilities)
and the process for gaining access to the system; and

(c) whether access arrangements for the crossing system
are uniform across all users and, where they differ,
provide details (e.g. whether some users are permitted to
have direct access to the crossing system)

Aggregation If orders in the crossing The full legal name of the other crossing system operators

and other system can be executed or should be identified in addition to a code that uniquely

crossing matched in another crossing identifies the crossing system. We may publish on our

systems system because they are website the codes assigned to and applicable to specific
transmitted to one or more crossing systems

other crossing systems, or if
they are executed or matched
in the market participant’s
crossing system with orders
received from one or more
other crossing systems:

(a) the code identifying the
other crossing system(s);
and

(b) for each crossing system
identified in (a), whether
orders are transmitted to
the other crossing system,
or whether orders are
received from the other
crossing system, or both
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RG 265.361

RG 265.362

RG 265.363

RG 265.364

RG 265.365

RG 265.366

Making the information publicly available

Rule 5A.2.1(1) requires a crossing system operator to make the information
available on a website that is publicly available and free to access.

We expect the information to be made available on the crossing system
operator’s website using a constant, stable deep link where the web address
does not change even when the information on the website changes.

Updating the information

When a crossing system operator implements a change to the operation of
the crossing system described in Table 16, it must update the website within
one business day: Rule 5A.2.1(3). We do not expect short-term ‘pilot’
changes to be updated. However, when the final version is launched, the
website should be updated within one business day.

Crossing system operators should ensure that it is made clear on the website
when the information was last updated and what information has been
changed by an update.

Notifying ASIC of the information and the website address

Rule 5A.2.1(4) requires a crossing system operator to provide ASIC with a
copy of the information that it has made publicly available and to provide to
ASIC each update to the information within one business day of making the
information available on its website. In fulfilling this requirement, we expect
a crossing system operator to submit the relevant form on the ASIC
Regulatory Portal.

Publicly available crossing system information is also accessible via links on
our website.

Disclosure to crossing system clients

RG 265.367

It is important that clients of a market participant that operates a crossing
system understand the operating procedures of the crossing system.

Rule 5A.2.2 requires a crossing system operator to provide the following
information to a client before accepting an order from them for the first time:

(a) acopy of the publicly available crossing system information outlined in
Table 16, or inform the client of the web address where the information
is available (Rule 5A.2.2(1)(a)); and

(b) the non-public crossing system information outlined in columns 1 and 2
of Table 17 (Rule 5A.2.2(2)).

Note: A more detailed description of the non-public crossing system information we
expect a crossing system operator to disclose to its clients is provided in column 3 of
Table 17.
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RG265.368 Each time a crossing system operator makes a change to the publicly
available crossing system information or the non-public crossing system
information, it must inform each of its clients of the change before it accepts
an order from the client: Rules 5A.2.2(1)(b) and (3).

RG 265369 We expect that the information provided by each crossing system operator
should be standardised and consistent (i.e. not tailored for individual clients).
However, it may differ for different groups of clients (e.g. wholesale and
retail clients).

RG 265370 A crossing system operator only needs to provide the information outlined in
Table 17 to a client in relation to its own crossing system. We do not expect
it to provide this information in relation to other crossing systems that a
client’s order may access. However, we do expect the crossing system
operator to make clients aware of the other crossing systems its orders may
be routed to: see ‘Aggregation and other crossing systems’ in Table 16.

Table 17: Non-public client disclosure requirements for crossing system operators

Type of Non-public crossing system  Guidance
information  information

User A description of the obligations  Crossing system operators should consider including:

obligations imposed on users of the
crossing system by the
operator of the crossing
system

(a) how users are expected to access the crossing system
and enter orders into the crossing system;

(b) technical specifications users must comply with;

(c) controls for maintaining the efficiency and integrity of the
crossing system; and

Note: A crossing system operator has obligations
under Rule 5.6.1 or Rule 5A.5.2 in relation to the efficiency and
integrity of its crossing system.

d

=

circumstances where access may be suspended or
constrained (e.g. during a system failure) and any trading
protocols or behavioural expectations when users access
and use the crossing system

Order types A description of the order Crossing system operators should consider including:
types available to those who
have access to the crossing
system, including a description
of the characteristics of each
order type

(a) how the order types work, how price is determined for
each order type and whether certain order types affect
the order queue priority in the crossing system;

(b) for each order type, whether it is available to all users
who have access to the crossing system and, if not, the
types of users that can use the order type and on what
terms; and

(c) whether the order type interacts with an exchange market
or another crossing system (e.g. a shadowing
arrangement)
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Type of
information

Operations

Non-public crossing system
information

A description of the operation
of the crossing system—
including, but not limited to:

(a)

(b)

(d)

(e)

®

()

how orders are managed,
including how prices are
determined and
cancellations are
managed;

details of any different
treatment or arrangements
for certain users or order
types;

the level of anonymity
given to orders, including
whether indications of
interest (10ls) are allowed;

the circumstances in which
principal orders may
interact with other orders in
the crossing system, and
the nature of the principal
orders (e.g. proprietary
desk, facilitation or market
maker

whether orders of related
bodies corporate of the
operator enter the system
and, if so, how conflicts
(arising because orders of
related bodies corporate
enter the crossing system)
are managed;

how any other conflicts of
interest that may arise are
managed; and

if there are liquidity
providers or market
makers whose orders
access the crossing
system, the commitments
(if any) they may have and
any benefits they receive

Guidance

Crossing system operators should consider including:
(a) the hours of operation of the crossing system;

(b) how orders are prioritised and matched on the crossing
system (e.g. price—time priority or some other basis);

(c) how prices are determined (e.g. at the midpoint of the
best available bid and offer (i.e. NBBO) or at the midpoint
of the order prices), how the pricing process works (e.g.
whether price may differ for passive and aggressive
orders), and which orders receive more favourable
pricing (e.g. if the price of matched orders has to be
rounded up or down by a tick size to comply with the pre-
trade transparency exception in Rule 6.2.3 for a trade
with price improvement);

d

=

how order and trade cancellations are managed;

(e

-~

how a system outage is managed, including the
execution venues an order may be routed to, in the event
of a system outage or system stress (see RG 265.416);

(f) attributes of orders that may be controlled by users (e.g.
minimum order quantity, opting out of certain types of
order flow such as principal flow or liquidity providers);

=

details of any different treatment or arrangements for
certain users or order types. Where one or a group of
users have access to certain features of a crossing
system and others do not, details should be included

(9

(h

=

the circumstances in which principal orders (including
orders of a related body corporate) may interact with
other orders in the crossing system, and the nature of the
principal orders (e.g. proprietary desk, facilitation, swap,
liquidity provider). The description of circumstances
should include whether principal orders and client orders
are routed into the crossing system through the same
smart order router or algorithm;

(i) the arrangements for managing conflicts of interest that
may arise in relation to the crossing system, including in
relation to principal trading in the crossing system;

(j) if there are liquidity providers whose orders access the
crossing system, or aggregators transmitting orders into
the crossing system, the:

(i) commitments (if any) they may have to supply
liquidity (e.g. the minimum period of time within the
day they are to provide quotes, minimum order
sizes); and

(i) any benefits they receive (e.g. lower fees, order
priority, favourable price outcomes, access to order
types not available to all users);

(k) the licensed market or markets to which transactions are
reported. Where more than one licensed market is used,
the circumstances in which each is used (e.g. Market X
for the top 200 stocks and Market Y for the remainder);
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Type of Non-public crossing system Guidance
information  information

Operations
(cont.)

() whether orders on the crossing system are purged at the
end of the trading day or remain on the crossing system
until matching or execution next resumes. If orders are
not purged, the period of time they remain on the
crossing system; and

(m) how system failures are managed, including when users
will be informed and how users’ orders will be managed
during system failures

Fees The fees imposed for orders to  Crossing system operators should consider including:

gain access to the crossing
system, or to be matched or
executed in the crossing
system, and an indication

(a) disclosure of fees charged by a crossing system operator
to allow another crossing system to gain access to the
crossing system;

whether those fees differ from  (b) disclosure where there are different fees for different

(e.g. by being in addition to) types of users (e.g. liquidity providers) and a description
the market participant’s of how the different fee arrangements apply in relation to
standard fees the type of use of the crossing system. We do not expect

RG 265.371

RG 265.372

RG 265.373

RG 265.374

RG 265.375

the actual fee to be disclosed; and
(c) where there are no additional fees beyond standard
commission, this should be disclosed

Where fees are part of a commission sharing arrangement,
and the commission does not depend on a particular
execution venue, then the commission sharing arrangements
do not need to be disclosed

When describing the operation of the crossing system we expect there to be
sufficient detail to enable a client to identify the key features of the system’s
operations.

We expect that, where retail clients use a crossing system, the disclosure to
them about the matters in Table 17 is clear, concise and effective.

Providing the information to clients

A crossing system operator must provide a document containing non-public
crossing system information to each client before accepting an order from
the client for the first time: Rule 5SA.2.2(2)(a).

It is not necessary for clients to acknowledge or consent to this disclosure.
We consider that the disclosure may be made in printed or electronic form,
including via email with hyperlinks or references to a website. This is the
same approach as for FSGs in RG 221.

Where a client asks for the non-public crossing system information in hard
copy form (e.g. if they do not have access to electronic communications), we
expect the crossing system operator to provide it to them in this form.
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Updating the information

RG 265376 A crossing system operator must update its non-public crossing system
information within one business day of implementing changes to the
operation of the crossing system where those changes affect the accuracy of
information disclosed under Rule 5A.2.2(3) and described in Table 16 and
Table 17. A crossing system operator must provide the updated information
to clients before accepting an order from the client after the update has been
made. Clients only need to be notified about final system changes: see
RG 265.363.

RG265.377 We expect that the notification will be made when there is a material change
to the crossing system, particularly when it affects a client’s use of the
crossing system. For example, in relation to how orders are managed:

(@ we expect clients to be notified when the change affects the order types
available, how the price of an order is determined, or how the priority of
orders is determined; and

(b) we would not expect clients to be notified when there are technical
changes to the crossing system—for example, enhancement to the speed
at which it operates—which do not affect the logic of how, for example,
price or priority is determined.

RG 265378 A crossing system operator should consider providing advanced notice to its
clients about planned changes to its crossing system where there are material
changes to the way a user may access the crossing system or to the execution
outcome (e.g. price) a user may expect to obtain from the crossing system.

RG265.379 Where the update is provided on a website, we expect that steps should be
taken to ensure that clients are aware of the new information on the website.
This may be done through an email with a hyperlink to the website, or
through another form of written documentation (paper or electronic).

Notifying ASIC of the information

RG 265380 Rule 5A.2.2(4) requires a crossing system operator to provide ASIC with the
non-public information that has been made available to its clients and each
update to the information within one business day. In fulfilling this
requirement, we expect a crossing system operator to submit the relevant
form on the ASIC Regulatory Portal.

Fair treatment of users

Fair treatment of all users of a crossing system

RG 265381 Rule 5A.3.1 requires a crossing system operator to ensure that:
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RG 265.382

RG 265.383

RG 265.384

RG 265.385

RG 265.386

RG 265.387

RG 265.388

RG 265.389

RG 265.390

(a) the crossing system is operated by a common set of procedures that
balances the interest of all users; and

(b) the procedures do not unfairly discriminate between crossing system
users.

This is to ensure that users are treated in a fair and impartial manner and that
retail clients are treated fairly compared to wholesale and principal users.

The requirement to treat users fairly does not prevent a crossing system
operator from providing less favourable treatment for its own use of the
crossing system or that of a related body corporate (Rule 5A.3.1(2))—for
example, providing client orders with time priority over principal orders.

In complying with Rule 5A.3.1, we expect a crossing system operator to
develop a common set of operating procedures that address the matters in
Table 16 and Table 17.

Fairness and priority in dealing

Rules 5A.3.2 and 5A.3.3 relate to fairness and priority when dealing with
client orders in a crossing system. They are similar to Rules 5.1.3 and 5.1.4
in relation to dealings on a market’s trading platform.

Guidance relevant to these rules is currently found in ASX Market Rules
Guidance Note 11 Client order priority (GN 11).

Rule 5A.3.3(1)(h) specifies that a crossing system operator’s principal orders
are not to be knowingly interposed between orders of its clients that would
otherwise have crossed in its crossing system. We consider that a crossing
system that systematically matches client orders with principal orders,
without considering client orders that are available to match, would be
inconsistent with this requirement.

Opting out of a crossing system

Under Rule 5A.3.4, a crossing system operator must permit a user of the
crossing system to opt out of having their orders sent to the crossing system
or another market participant’s crossing system. The crossing system
operator must not impose any additional operational or administrative
requirements as a consequence of a client electing to opt out.

Additional operational or administrative requirements include requiring
users who opt out to contact the crossing system operator on a trade-by-trade
basis through a different mechanism than their usual broking arrangements.

Enabling a user to elect to opt out of a crossing system, or any form of
trading that occurs away from a pre-trade transparent order book, does not
affect a market participant’s best execution obligation: see RG 265.207—
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RG 265.210 (retail client instructions) and RG 265.215-RG 265.220
(wholesale client instructions).

Monitoring and suspicious activity reporting

Monitoring the use of a crossing system

RG 265391 Rule 5A.4.1 requires a crossing system operator to monitor the use of its
crossing system for compliance with the:

(a) obligations that the crossing system operator has imposed on the user in
relation to the crossing system, as discussed in ‘user obligations’ of
Table 17; and

(b) the operating procedures of the crossing system as described in
RG 265.384.

RG265.392 The monitoring that we expect a crossing system operator to undertake will
vary depending on the nature, size and complexity of the crossing system
and the crossing system operator’s business. The types of factors that may
warrant higher levels of monitoring include, for example, whether:

(@) a sophisticated matching mechanism is in place—for example, where
there are different order types available, or matching can occur on a
basis other than price—time priority;

(b) there are connections between the crossing system and other crossing
systems or trading venues—for example, whether orders from other
crossing systems may enter and match in the crossing system or orders
from the operator’s own crossing system may enter and match in other
crossing systems;

(c) it is possible for one or more users to directly access and enter orders
into the crossing system;

(d) there are liquidity providers active in the crossing system or otherwise
large volumes of order messages;

(e) the crossing system operator is aware that users are using order types or
‘gaming’ the matching algorithm for possible manipulative or abusive
conduct; and

(f) there is principal trading in the crossing system.

RG265.393  Where the crossing system is large and complex and there are large volumes
of orders, or orders entering the system from other crossing systems, the
crossing system operator should consider monitoring activity in real time or
at least having in place adequate filters and controls that it monitors in real
time. This will enable a crossing system operator to effectively meet its
responsibilities to ensure the efficiency and integrity of its crossing system
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and meet the requirement to have appropriate controls in place:
see RG 265.409-RG 265.413.

RG 265.394  Post-trade monitoring may be adequate where a crossing system:

@
(b)

©
(d)

does not interact with other crossing systems;

has a simple order and matching process—for example, a midpoint of
the NBBO;

has relatively low order and trade volumes; and

does not have clients directly accessing the system.

RG 265.395 Any monitoring (whether manual or automated, real-time or post-trade)
could include, for example, monitoring:

(2)

(b)

©

(d)

(e)

¢

(g

(h)

whether users have complied with their user obligations and the
operating procedures;

for spikes in order and trading volumes that may affect the efficiency
and integrity of the crossing system;

for bait and switch activity, being the placement of a bona fide order on
one side of the crossing system while simultaneously sending numerous
small but aggressive orders on the other side of the crossing system.
The purpose being to ‘bait’ other client interests to react and trade with
the bona fide order;

for pinging-like activity, being the use of small-sized tradeable orders to
detect the existence of a large bona fide buyer or seller to trade ahead of
the large order flow;

the use of order types that may be inconsistent with their intended
purpose as outlined in the crossing system’s operating procedures and
disclosures made to clients (see ‘order types’ in Table 17);

activity that has interfered with, or is likely to interfere with, the
efficiency and integrity of the crossing system (see RG 265.409—
RG 265.413);

where there is principal trading in the crossing system, that principal
orders are not receiving more favourable outcomes than client orders; and

where a crossing system promotes itself as providing a specific benefit
(e.g. being a ‘safe harbour’ from high-frequency traders or an execution
venue of ‘natural liquidity’), that activity in the crossing system is
consistent with such disclosures.

RG 265396 We expect that a crossing system operator’s monitoring activity will help the
crossing system operator to determine whether the filters and controls it has

put in place ensure the efficiency and integrity of its crossing system: see
RG 265.409-RG 265.413.
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Managing breaches identified through monitoring activity

RG 265397 A crossing system operator must also take action to ensure that any breaches
identified as part of its monitoring activities do not recur: Rule 5A.4.1(1)(c).
To comply with Rule 5A.4.1(1)(c), we expect crossing system operators to
have policies and procedures for managing suspected breaches. The policies
and procedures may include:

(@) documenting inquiries made on suspected breaches, and the results of
these inquiries;

(b) actions that may be taken for certain types of breaches; and

(c) internal escalation policies and procedures and external and internal
notifications to be made in relation to types of breaches.

Notifying ASIC of breaches

RG 265398 Rule 5A.4.1(2) requires a crossing system operator to notify ASIC, as soon
as practicable, of all significant breaches it identifies during the course of its
monitoring activities. In assessing what constitutes a ‘significant’ breach, a
crossing system operator is not limited to considering a potential breach of
the Corporations Act or market integrity rules. The crossing system operator
should assess:

(@) the types of users that access the crossing system and whether the
activity or conduct of concern was targeted against particular types of
users;

(b) the nature of the activity or conduct of concern (e.g. whether it is
repetitive);

(c) the potential profitability of the activity or conduct of concern; and

(d) any potential effects on the efficiency and integrity of the crossing
system, and other execution venues. We do not expect a significant
breach of the commercial terms between the crossing system operator
and client to be reported to us.

RG265.399 A crossing system operator must give ASIC written notification of the breach
as soon as practicable: Rule 5A.4.1(2). We would expect to be notified within
three business days of determining that there is a notifiable matter. This is
consistent with our expectations for suspicious activity reporting.

Record keeping

RG265.400 Rule 5A.4.1(3)(a) requires a crossing system operator to maintain records
that document its monitoring activities for a period of seven years. We
expect these records to include:

(a) details of the monitoring activities the crossing system operator has
undertaken; and
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RG 265.401

RG 265.402

RG 265.403

Tick sizes

RG 265.404

RG 265.405

(b) results of the monitoring activities, including details of inquiries made
and any communications that have been sent to clients, internal
management and ASIC about the monitoring activities.

Crossing system operators must also maintain records of breaches that it has
identified for a period of seven years: Rule 5A.4.1(3)(b).

Reporting suspicious activity in a crossing system

A market participant that operates a crossing system is required by

Rule 5A.4.2 to notify ASIC if it has reasonable grounds to suspect that a
person has placed an order, or entered into a transaction, on a crossing
system operated by a market participant:

(a) while in possession of inside information; or
(b) which has or is likely to have the effect of:

(i) creating an artificial price for trading in financial products on a
financial market operated in this jurisdiction;

(i) maintaining at a level that is artificial (whether or not it was
previously artificial) a price for trading in financial products on
a financial market operated in this jurisdiction;

(iii) creating or causing the creation of a false or misleading appearance
of active trading in financial products on a financial market
operated in this jurisdiction; or

(iv) creating or causing the creation of a false or misleading appearance
with respect to the market for, or price for trading in, financial
products on a financial market operated in this jurisdiction.

The guidance in Section G on suspicious activity reporting obligations
relating to orders placed or transactions entered into on a market applies to
operators of a crossing system for reportable matters on a crossing system.

For equity market products able to be traded on more than one market, we
have harmonised tick sizes across trading venues to ensure consistency
across those equity market products across all trading venues.

A crossing system operator must not accept, display or queue orders in its
order book in tick sizes less than those outlined in Table 18, based on the
price of the equity market product that is able to be traded on more than one
market.

© Australian Securities and Investments Commission September 2026 Page 105



ATTACHMENT 1 to CS 63 /REGULATORY GUIDE 265: Guidance on ASIC market integrity rules for participants of securities
markets

Table 18: Tick sizes for equity market products able to be traded on
more than one market

Price of equity market product Tick size
Greater or equal to $2 $0.01
Priced between $0.10 and $2 $0.005
Priced at less than $0.10 $0.001

RG 265406 A minimum tick size of $0.001 also applies in relation to equity market
products priced at less than $0.10 that are admitted to quotation on the ASX
market or admitted to quotation on the TMX market under the operating
rules of the TMX market.

RG 265.407 Rule 5A.5.1(2) provides an exception for orders that, if executed, would
meet the pre-trade transparency exceptions for block trades and large
portfolio trades. There is also an exception for orders matched at the best
midpoint for trades that meet the price improvement pre-trade transparency
exception: see Section .

RG265.408 We expect a crossing system operator to apply the tick sizes in Table 18 to
all transactions that are reported to a market operator under Rule 6.3.1,
unless relying on these exceptions: see RG 265.471-RG 265.489.

Systems and controls

Efficiency and integrity controls

RG265.409 Rule 5A.5.2 requires a crossing system operator to have:

(a) appropriate automated filters designed to ensure the efficiency and
integrity of its crossing system (Rule 5A.5.2(1)); and

(b) controls that enable the immediate suspension or cancellation of orders
in a series of related orders (Rule 5A.5.2(2)).

Note: Rule 5A.5.2 only applies to crossing system operators whose crossing system(s)
are not otherwise subject to Rule 5.6.3.

RG 265.410 In relation to the obligation in Rule 5SA.5.2(1), filters are pre-trade controls
that establish points at which orders are tested and, by exception, where the
system may determine an action other than passing them directly into the
crossing system. In practical terms, an automated filter can usually do one of
four things in relation to any given order (depending on the settings of the
filter parameters):

(a) pass the order into the crossing system;
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(b) pass the order into the crossing system but identify it as an exception on
exception reports generated by the system for subsequent analysis;

(c) pass the order to an appropriate person for review—this could include
personnel on an electronic trading desk—and a decision as to whether
the order may be submitted to the crossing system or routed to another
execution venue; or

(d) reject the order outright.

RG265.411  We recognise that, given the differences in types of business conducted by
crossing system operators, there must be some degree of flexibility in
determining what constitutes ‘appropriate’ filters for each crossing system
operator. The types of filters will depend on the crossing system operator’s
capabilities; the nature, scale and complexity of its business; and the
particular risks that the crossing system operator has assessed as relevant to
that business including financial, reputational and regulatory risks.

RG265.412 The requirement in Rule 5A.5.2(2) relates to controls that enable a crossing
system operator to effectively implement automated controls to limit a series
of related orders from interfering with the efficiency and integrity of the
crossing system. For example, this may be required if a user has flooded a
crossing system with orders which have substantially slowed the system
down so that it no longer operates efficiently. Such controls enable a
crossing system operator to target its response to orders which may
substantially disrupt its service offering to other users.

RG 265.413  In addition to having appropriate automated filters and controls, we expect a
crossing system operator to consider the resources it may need to cope with
the effects of stressed market conditions on its crossing system, including the
adequacy of any disaster recovery and capacity management with respect to
its crossing system operations. In managing client orders in the event of
stressed market conditions, this may include switching to a backup site or
bypassing the crossing system and routing to another execution venue (e.g. a
licensed exchange market). Whatever the case, these arrangements should not
result in a worse outcome for the crossing system operator’s clients.

Notifications of crossing system outages

RG 265.414 Rule 5A.2.3 requires crossing system operators to notify ASIC—and all
users with orders in the crossing system at the time—where a system outage
may materially affect the efficiency or proper functioning of the crossing
system. Examples of matters that may be considered material include:

(a) when orders can no longer be entered, amended or cancelled in the
crossing system; or

(b) when the matching facility in the crossing system ceases to function
efficiently.
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RG265.415 We do not expect a crossing system operator to notify clients where, under
the non-public disclosure requirements in Rule 5A.2.2, it has disclosed to
clients:

(@ how it will route an order that may be in the crossing system at the time
of the outage; and

(b) when it has discretion to on-route an order that may be in the crossing
system at the time of the outage.

Note: See Table 17.

RG265.416 To meet the requirements of Rule 5SA.2.3, a crossing system operator should
consider putting in place policies and procedures that clearly outline the
steps to be followed if the crossing system experiences an outage. They
should outline the period of time before the procedures are enacted and the
process of notifying ASIC and users with orders in the crossing system.

RG 265417 These notifications may be made by any means that the crossing system
operator determines is most efficient, including through the use of a
standardised email to all users. The crossing system operator should notify
ASIC using the relevant form on the ASIC Regulatory Portal.

RG265.418 If a crossing system experiences an outage, and there are orders from another
market participant that are affected by the outage, the notification should be
made to the other market participant. This is because the crossing system
operator may not know the contact details of the underlying client, and the
market participant responsible for these clients is in the best position to take
action that is in its client’s best interests.
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J Pre-trade transparency

Key points

Subject to certain exceptions, market participants must not enter into a
transaction unless the order is first pre-trade transparent. Market operators
must make information about pre-trade transparent orders available
immediately.

Exceptions apply for block trades, large portfolio trades, trades with price
improvement and certain trades outside market hours: see RG 265.426—
RG 265.462.

Pre-trade transparent orders must take priority over fully hidden orders in
an order book.

Scope and application

RG 265.419 Parts 6.1 and 6.2 and this section of the guide apply to market operators that
offer trading services in equity market products and CGS depository
interests (collectively referred to as ‘relevant products’) and to market
participants that trade in these products.

RG 265.420 Parts 6.1 and 6.2, and this section of the guide, do not apply to transactions
arising from:

(a) the terms embedded in the relevant product, such as a redemption;

(b) primary market actions (including issuance or allotment of, or an
application or subscription for, a relevant product);

(c) acceptance of an offer under an off-market takeover bid; and

(d) stock lending or stock borrowing (Rule 6.1.8).

RG 265.421 Pre-trade transparency refers to information on bids and offers being made
available before transactions occur. Together with post-trade information, it
is generally regarded as central to both the fairness and efficiency of a
market, and in particular to its liquidity and quality of price formation. This
is also the view of IOSCO.

Note: See IOSCO, Transparency and market fragmentation (PDF 578 KB), report,
November 2001 as updated by IOSCO, Regulatory issues raised by changes in market
structure (PDF 675 KB), final report, December 2013, and IOSCO, Principles for dark
liguidity final report (PDF 471 KB), final report, May 2011.

RG 265.422 Pre-trade transparency enables investors to identify trading opportunities,
contributing to investor confidence that they will be able to execute a
transaction. Investor confidence in a market can give other investors an
incentive to participate, contributing to liquidity and stimulating more
competitive pricing. It also plays an important role for listed companies in
valuing their assets and their ability to raise further funds, and it contributes
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RG 265.423

RG 265.424

to market participants’ ability to achieve and evidence best execution. The
market integrity rules require a high level of trading interest to be
immediately pre-trade transparent.

There have always been rules in the Australian market requiring market
participants to transact on-market (or on the central limit order book since
the move to electronic trading). This is based on the notion that price
formation is most efficient when full supply and demand is allowed to
interact. Pre-trade transparent orders on an order book are important because
they:

(a) establish a reference price, which in addition to their role in trading is
important for capital allocation decisions and capital raising; and

(b) create a deeper pool of ‘accessible’ liquidity than would otherwise be
available, which keeps spreads tight and costs down for investors.

However, there are limited circumstances where pre-trade transparency can
adversely affect a market and investors in terms of price volatility and higher
execution costs. Pre-trade transparency exceptions for large orders reduce
the possibility of information leakage of these orders.

Orders and quotes to be pre-trade transparent

RG 265.425

Exceptions

RG 265.426

RG 265.427

Subject to the exceptions in Rule 6.1.1(2) (see RG 265.426), a market
participant must not enter into a transaction in a relevant product unless the
order is first pre-trade transparent on an order book of a licensed market:
Rule 6.1.1.

There are a number of exceptions to the obligation on a market participant to
submit orders to a pre-trade transparent order book: Rule 6.1.1(2) and
Part 6.2. They are for:

(a block trades;

(b) large portfolio trades;

(c) trades with price improvement;

(d) permitted trades during the post-trading hours period;

(e) permitted trades during the pre-trading hours period; and

(f) out-of-hours trades.

There are also exceptions to market operators making pre-trade information

available about orders on their order book immediately: Rule 6.1.2(2). They
are orders that result in:

(a) block trades;

(b) large portfolio trades; and
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(c) trades with price improvement.

RG265.428 These exceptions are described below. Under Rule 6.1.6, where an order is
executed in part, the exception ceases to apply unless the remainder of the
order would have been entitled to the exception if it were a separate order.

Block trades (Rule 6.2.1)

RG 265.429 A market participant may enter into a transaction that is not entered into by
matching a pre-trade transparent order on an order book if the transaction is
a block trade.

RG 265430 A block trade occurs in certain circumstances where the transaction is
entered into:

(a) by matching orders on an order book of a licensed market; or

(b) by a market participant matching orders off an order book of a licensed
market:

(i) on behalf of a client on one side of a transaction and on behalf of
one or more clients on the other side;

(i) on behalf of one or more clients on one side of a transaction and as
principal on the other side; or

(iii) on behalf of a client (first client) on one side of a transaction and
on the other side on behalf of one or more clients and as principal
where the consideration for the transaction that is payable by or to
the first client and all of the clients on the other side of the
transaction in aggregate meets the thresholds referred to in
RG 265.432.

RG 265431 A block trade cannot include orders from more than one client on both sides
of the transaction.

RG265.432 The block trade exception only applies where the resulting transaction would
result in a purchase or sale for a total consideration of:
(@) $1 million or more for Tier 1 equity market products;
(®)  $500,000 or more for Tier 2 equity market products;

(c)  $200,000 or more for Tier 3 equity market products (i.e. equity market
products that are not Tier 1 equity market products or Tier 2 equity
market products); or

(d $200,000 or more for CGS depository interests.

RG 265.433  The equity market products that fall within each tier are published in
legislative instruments and on our website. We will review the tiers at least
quarterly and they will take effect 20 business days after registration or on a
later date as specified in the legislative instrument.
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RG265.434  The relevant product that is the subject of the transaction must be issued by
the same issuer, in the same class, with the same paid-up value.

Large portfolio trades (Rule 6.2.2)

RG 265435 A market participant may enter into a transaction that is not entered into by
matching a pre-trade transparent order on an order book if the transaction is
a large portfolio trade.

RG 265.436  This exception only applies where there is a purchase or sale of at least
10 different classes of relevant products under a single agreement between a
buyer and a seller where:

(a) the aggregated consideration is not less than $5 million; and

(b) the consideration for each different class of relevant products forming
part of the transaction is not less than $200,000, although additional
purchases and/or sales of less than this amount may be included.

Trades with price improvement (Rule 6.2.3)

RG 265437 A market participant may enter into a transaction that is not entered into by
matching a pre-trade transparent order on an order book if the transaction is
a trade with price improvement.

RG265.438 This exception only applies where the transaction is entered into at a price
(at the time of execution) that is:

(a) ata valid price step (i.e. tick size) that is both above the best available
bid and below the best available offer; or

(b) at the midpoint of the best available bid and best available offer, where:

Best available bid + Best available offer

Midpoint =
2

Examples

RG 265.439 In Table 19, the best available bid is $5.03 and the best available offer is
$5.06. A transaction relying on the trade with price improvement exception
could be done at $5.04, $5.045 and $5.05.

Table 19: Example of best available bid and offer

Market Best bid Best offer
Market A $5.03 $5.07
Market B $5.02 $5.06
Market C $5.02 $5.07
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RG 265440 Where the spread (i.e. the difference between the best available bid and best
available offer) is a single price step (e.g. $5.04 and $5.05), the trade with
price improvement exception means that the trade must only be done at the
midpoint price (i.e. $5.045). The midpoint is not limited to the standard tick
sizes for the relevant product in Rule 9.4.1. In this example, the tick size is
1 cent and the midpoint is half a cent.

Minimum order threshold

RG265.441 The value of a transaction relying on the trade with price improvement
exceptions must be greater than the threshold prescribed in Rule 6.2.3. The
threshold is currently set at zero. The purpose of the threshold is to enable
ASIC to quickly respond if there is, or we expect there to be, a shift of
liquidity away from order books of licensed markets in the short term.
Market participants should anticipate that a threshold greater than zero may
apply in the future—and they should factor this into their business plans and
system development.

Consolidated tape of best available bids and offers

RG 265.442 In compiling best available bid and best available offer data (i.e. NBBO), we
expect market participants and market operators, or their service provider for
this purpose, to:

(@) consider all pre-trade transparent bids and offers from pre-trade
transparent order books irrespective of the size and nature of the order
(this includes small volume orders and orders that may result in a
locked or crossed market);

(b) compile the data in real time; and

(c) have appropriate systems and controls in place to ensure data is
collected and processed in a timely, accurate and reliable way.

RG 265.443  There will be circumstances when the bids and offers on a pre-trade
transparent order book are not available for execution (e.g. during an auction
period or during a technical failure). Where a pre-trade transparent order
book is open, and any other pre-trade transparent order book does not have
bids and offers available for execution, the NBBO should be determined by
compilation of the bids and offers on those pre-trade transparent order books
that are available for execution.

How this exception applies during a takeover or buy-back

RG 265.444 A transaction relying on the trade with price improvement exception that is
effected other than on an order book is:
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(a) not an ‘on-market’ transaction within the meaning of s9—therefore, this
transaction does not fall within the takeover exceptions permitted by
Ch 6 of the Corporations Act for an on-market transaction; and

(b) not ‘in the ordinary course of trading’—therefore, this transaction does
not fall within s257B(6) for a listed corporation conducting an on-
market buy-back. Neither does it fall under the terms of ASIC relief for
buy-backs by responsible entities of registered managed investment
schemes under ASIC Corporations (ASX-listed Schemes On-market
Buy-backs) Instrument 2016/1159.

How this exception applies in a locked market

RG 265.445 We consider that where there is no spread because the best bid and offer are
the same (e.g. if the best bid is $5.05 and the best offer is $5.05), a
transaction relying on this exception can only be done at the locked price
(i.e. $5.05—also the midpoint).

How this exception applies in a crossed market

RG265.446 A crossed market occurs when the best bid (e.g. $5.05) exceeds the best
offer (e.g. $5.04). We do not expect this to occur often. It is likely to occur
more often with volatile products, when orders are being entered before the
market opens and as a result of increasing messaging traffic or latency. We
expect that where it does occur, the arbitrage opportunity it creates means it
will be very short-lived.

RG 265.447 The trade with price improvement exception is intended to apply when there
is a positive spread (i.e. the bid is lower than the offer). It is not intended to
apply when there is a negative spread. We consider that if it is imperative to
trade during a crossed market, trades can only be priced at the midpoint
(i.e. in this example, $5.045 where the bid is $5.05 and the offer is $5.04).

How this exception applies when there is no spread

RG 265.448 We consider that where there is no spread because there is only one of a best
bid or offer (e.g. the bid is $5.05 and there is no offer), the trade with price
improvement exception cannot be used.

Ensuring compliance with this exception

RG 265.449 Under Rule 6.3.1(4A), market participants must have in place systems and
controls to ensure that their trade reporting systems and associated filters
only enable trades that are actually done with meaningful price improvement
(trade with price improvement exception) to be reported to a relevant market
operator under the appropriate exception code. This will help market
participants comply with Rule 6.3.1(4), requiring them to take reasonable
steps to ensure that the post-trade information they report is and remains
complete, accurate and up to date. We consider that there should be regular
review of the arrangements and verification by a sufficiently senior executive.
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RG265.450 In considering a market participant’s compliance with these exceptions and
Rule 6.3.1(4) on the reporting of off-order book trades, we have zero tolerance
for error. We will not tolerate any variation away from a valid improved
price on the best available bid and offer (for the trade with price improvement
exception) of a trade as evidence that a trade complies with the exception.

RG 265451 Market operators are required to validate transactions reported to them for
accuracy: see RG 172 at RG 172.323-RG 172.328.

RG 265.452 Market participants need to be prepared to manage transactions that are not
accepted by market operators. Where a trade report is not accepted (i.e. it
is rejected) by a market operator (and therefore not published), we will not
consider market participants to have met their obligation under Rules 6.1.1
and 6.3.1 until the trade is cancelled, or amended so that it complies with
the criteria for the exception and then is resubmitted and published:

Rule 6.3.1(4B).

RG 265.453  Market participants must understand and adapt to any contingency
arrangements the relevant market operator may have in place if they cannot
report as required by Rule 6.3.4 because of an outage in the market
operator’s systems. This may include a manual process.

Permitted trades during post-trading hours period
(Rule 6.2.4)

RG 265.454  This exception applies where the transaction occurs in the period from the
earliest time that trading hours end on any market until 30 minutes after the
latest time that trading hours end on any market and it:

(a) completes an order received before the end of continuous trading (or if
there is an auction at the end of trading hours, before that auction) on
the market;

(b) comprises a bona fide hedge;

(¢) completes an order that narrowly missed execution during an auction at
the end of trading hours for a market;

(d) rectifies an error; or

(e) results in the transaction being sold by a nominee that holds the relevant
products on behalf of a fund manager to another nominee that holds the
products on behalf of the same funds manager and the market
participant acts for both clients.

RG265.455 This exception limits trading to what is essential to settle a market
participant’s books for the day. We consider it important to limit the type of
trading that can occur during this period to minimise opportunities for
regulatory arbitrage between transactions done on a licensed market and
outside trading hours without constraint on price and size.
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RG 265.456

RG 265.457

RG 265.458

RG 265.459

RG 265.460

RG 265.461

RG 265.462

Permitted trades during pre-trading hours period (Rule 6.2.5)

This exception applies where the transaction is a crossing that occurs in the
period three hours before the start of trading hours on the responsible market
operator’s market until 15 minutes before the start of trading hours on that
market:

(a) which involves overseas resident clients on each side of the transaction,
or an overseas resident client on one side with the market participant as
principal on the other; and

(b) where a market maintained by a recognised stock exchange in the
overseas client’s (or one of the overseas clients’) country of residence is
open for trading at the time. Each market may maintain a list of
recognised stock exchanges in its operating rules.

This exception is intended to prevent all trading for domestic clients and
between market participants before the opening of markets to ensure
maximum demand and supply in the opening auction and to minimise
opportunities for regulatory arbitrage between transactions done on a
licensed market and outside trading hours.

Out of hours trading (Rule 6.2.6)

This exception applies where a transaction is executed after the end of the
post-trading hours period and before the start of the pre-trading hours period
on the next trading day. If the transaction is on behalf of a client, the
transaction must be a crossing and the order must be received from the client
during this period.

During this period, transactions can occur between any parties without
constraint on price and size.

Record keeping

A market participant that relies on an exception in Rule 6.1.1 (see RG 265.426)
must keep, for a period of seven years from the date of the transaction,
records that enable the market participant to demonstrate that the transaction
met the criteria for the exception: Rule 6.1.1(3).

For transactions other than on an order book relying on the trade with price
improvement exception, a market participant must record the best available
bid and best available offer at the time the transaction was executed:

Rule 6.1.1(2)(c).

We do not necessarily expect market participants to store this information in
their own systems. For example, a market participant may rely on its
supplier of consolidated bid and offer information to store the information.
However, the market participant must have a process for accurately and
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efficiently accessing the information. We expect market participants to make
the information available to ASIC for inspection on request.

Content of pre-trade disclosures

RG 265.463

RG 265.464

RG 265.465

RG 265.466

RG 265.467

RG 265.468

Table 13 in Appendix 2 in RG 172 outlines the minimum information
market participants must make available to market operators and the
minimum information market operators must make available as required by
Rules 6.1.4 and 6.1.4A. This table also outlines the format we expect to be
used for information to facilitate the data consolidation process.

We will keep this information under review. We intend to monitor industry
developments to determine whether additional information should be made
available and will consult if any changes are considered necessary.

Partly disclosed orders

A partly disclosed order is an order on an order book that is pre-trade
transparent under Rule 6.1.5 with the exception of ‘volume’ if “price’ is
transparent, or with the exception of ‘price’ if ‘volume’ is transparent on
the order.

The value of the resulting transaction must be greater than the threshold
prescribed in Rule 6.1.5. The threshold is currently set at zero. The purpose
of the threshold is to enable us to quickly respond if there is, or we expect
there to be, a shift of liquidity away from pre-trade transparent orders on an
order book to non-pre-trade transparent orders on an order book of licensed
markets in the short term. Market participants should anticipate that a
threshold greater than zero may apply in the future and should factor this
into their business plans and system development.

Iceberg order

Rule 6.1.5(2) clarifies that certain types of orders are partly disclosed orders
for the purposes of the market integrity rules. An iceberg order is where the
order is of a size specified by the market operator. The order is divided into
separate parts and only a single part is pre-trade transparent with the
remainder fully hidden until such time as the pre-trade transparent part has
been executed and another part is made pre-trade transparent. This continues
until the entire order is executed.

Under Rule 6.1.7, the hidden portion of the transaction does not have time
priority. Therefore, as new portions of the hidden order become pre-trade
transparent, they must go to the back of the queue on the order book.
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K  Post-trade transparency

Key points

Details of executed transactions must be made public by market operators
immediately, with the exception of certain transactions: see RG 265.471—
RG 265.473.

Market participants that transact off-order book should continue to report
details of the executed transaction to a market operator, and that
information should be included in the market operator’s feed of information:
see RG 265.474-RG 265.477. These transactions can be reported to any
market operator that provides facilities for trading equity market products
and CGS depository interests. Table 14 in Appendix 2 in RG 172 outlines
the minimum information that a market participant must report to a market
operator.

Market participants must only make use of the publication delay while they
are at risk as principal in connection with the transaction, and must
otherwise report to a market operator immediately: see RG 265.478—

RG 265.483.

Market operators must make available post-trade information on
reasonable commercial terms and on a non-discriminatory basis: see
RG 265.490-RG 265.491. Certain trading information must be publicly
available at no cost after 20 minutes.

Only those activities that constitute a transaction should be reported and
each transaction should not be reported more than once: see RG 265.492—
RG 265.494.

Scope and application

RG 265.469

RG 265.470

Parts 6.3 and 6.4 and this section of the guide apply to market participants
that trade in equity market products and CGS depository interests
(collectively referred to as ‘relevant products’). Rule 6.3.6A (course-of-sales
information) applies to market participants that trade in financial products.

Like pre-trade transparency, disclosure of volumes and prices about
completed transactions (post-trade transparency) contributes to price
formation. It also allows investors to assess execution quality and is an
important component for transaction cost analysis.

Market participants’ obligations to report data

RG 265.471

All transactions by market participants must be entered into under the rules
of a licensed market: Rule 5.1AA.1. Under Rule 6.3.1(1), market
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participants are required to report post-trade information for a transaction in
an equity market product or a CGS depository interest entered into off-order
book to a market operator. The information that market participants must
report to market operators is outlined in Rule 6.3.7: see Table 14 in
Appendix 2 in RG 172. This table also outlines the format that we expect to
be used for each field to facilitate the data consolidation process.

Note: Rule 7.4.2 requires a market participant to provide certain regulatory data to a
market operator. This differs from a market participant’s obligation to report post-trade
information. For guidance on the provision of regulatory data, see Section L.

RG 265472 A market participant is required under Rule 6.3.1(4) to take reasonable steps
to ensure that all post-trade information it reports is and remains complete,
accurate and up to date.

RG 265.473  Market participants have a choice about which market operator to report to
when transacting off-order book. These transactions can be reported to any
market operator that provides facilities for trading relevant products.

Reporting off-order book transactions

RG 265.474 Under Rule 6.3.1, a market participant that transacts off-order book in
accordance with the permitted pre-trade transparency exceptions (see
Section J) must:

(a) during normal trading hours—report post-trade information
immediately to a market operator; and

(b) outside normal trading hours—irrespective of where it is matched or
executed, report post-trade information to a relevant market operator at
least 15 minutes before the commencement of normal trading hours of
the next trading day.

Note: The Securities Markets Rules allow for deferred publication of information in
certain circumstances: see RG 265.478-RG 265.483.

RG 265475 If a transaction is executed outside normal trading hours and outside the
period in which there is an auction on the market, post-trade information
must be reported to a market operator at least 15 minutes before the
commencement of normal trading hours of the next trading day, or at an
earlier time as required by the operating rules of the market operator under
which the market participant determines the transaction has taken place.

RG 265.476  Where operating hours vary between markets, we deem ‘normal trading
hours’ to be the earliest opening time and latest closing time (including
auction periods) of all licensed markets dealing in relevant products that the
market participant can access. For this purpose, a market is considered open
for trading when there is continuous trading and during any auction period.
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RG 265477 Under Rules 6.3.1 and 5.1AA.1, transactions by market participants in
relevant products that take place off-order book must be reported to a market
operator—irrespective of where the counterparty is located (i.e. including if
the counterparty is overseas).

Delayed reporting

RG265.478 There are some circumstances where immediate disclosure of executed
trades can have negative market impacts.

RG 265479 Under Rules 6.3.1(2) and 6.4.1, reporting of large principal transactions in
which the market participant acts as either buyer or seller may be delayed, if
the transaction is at least:

(@) $15 million for equity market products in Category A;
(b) $10 million for equity market products in Category B;
(c) $5 million for equity market products in Category C; or

(d) $2 million for equity market products in Category D, or CGS depository
interests.

Note: The list of equity market products that fall within each category is published by
the relevant market operator (taking effect the day after it is published).

RG 265.480 Where a market participant buys or sells more than one class of relevant
product under a single agreement, each constituent transaction should be
assessed separately for the purpose of determining whether it is entitled to
deferred publication.

RG 265.481 Under Rule 6.3.1(2), reporting of large portfolio trades in which the market
participant acts as principal as either buyer or seller may also be delayed.
Large portfolio trades are included in the list of exceptions to pre-trade
transparency in Section J.

RG 265.482 The maximum period for delayed reporting is set out in Rule 6.3.1: see Table 20.

Table 20: Maximum period for delayed reporting
Time transaction is effected Maximum period for delayed reporting

Before 1 pm on trading day 15 minutes before the commencement of
normal trading hours on the next trading day

After 1 pm on trading day No later than 1 pm on the next trading day

RG265.483 Under Rule 6.3.1(2), market participants must only make use of the delay
while they are at risk as principal in connection with the transaction. When
they are no longer at risk, they should report the information.
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Who should report off-order book transactions?

RG265.484 It is important that transactions are only reported once to ensure data quality
and to assist the data consolidation process. Only one party to a transaction
should report the information to a market operator: Rule 6.3.2. This party
should be:

() where only one party is subject to the market integrity rules—the party
subject to the rules (e.g. if the counterparty is an overseas party, the
party that is a market participant and subject to the market integrity
rules must report); or

(b) where more than one party is subject to the market integrity rules—the
executing party, which is:

(i) the market participant that receives the order and executes the
transaction without transmitting the order to another market
participant (e.g. a market participant that executes an order through
its own crossing system); or

(iiy if both parties receive the order and execute the transaction, either:

(A) the seller or the party acting on behalf of the seller (e.g. for
manually negotiated trades); or

@®) as determined by agreement between the parties. In this case,
the party representing the seller must document the agreement
reached with the buyer that the buyer will report. This can be
done on a case-by-case basis or by standing agreement
between the parties (Rule 6.3.2(3)).

RG 265.485 Where an order is routed to another market participant’s crossing system and
the order is matched or executed in that other crossing system, we consider
that the market participant that operates that other crossing system is the
executing party and should report the trade.

RG265.486  All parties to a transaction must take reasonable steps to determine, before
the transaction is executed, who will report the transaction: Rule 6.3.2(4).
However, we acknowledge that the non-reporting party is not responsible for
publication irrespective of whether the reporting party complies with its
reporting obligation.

RG 265.487 The following examples indicate which party should report the transaction in
various circumstances.

Examples of reporting obligations

Market: A market participant receives a buy order from Client B for

5,000 products. The market participant, on the basis of its best execution
policy, transmits the order to Market X for execution. Market X must publish
a transaction of 5,000 products.
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Agency: A market participant receives a buy order from Client B and a sell
order from Client C—both for 5,000 products. The market participant, as
agent, matches the orders of Client B and Client C. As the executing party,
it must report a transaction of 5,000 products.

Principal: A market participant receives a buy order from Client B for
5,000 products. The market participant executes the transaction against its
own account. As the executing party, it must report a transaction of

5,000 products.

Riskless principal: A market participant receives a buy order from Client B
and a sell order from Client C for 5,000 products. To the extent permitted
under Rule 5A.3.3(1)(h), and Rule 5.1.4(1)(h), the market participant
simultaneously acts as the seller to Client B and buyer to Client C. As the
executing party, it must report a single transaction of 5,000 products.

We expect that where a market participant accesses another market
participant’s crossing system and immediately undertakes a transaction
with its client, only one transaction will be reported—nby the market
participant operating the crossing system in which the transaction
occurred—and the crossing system venue will be identified in accordance
with RG 265.510-RG 265.515.

Multi-fill (agency): A market participant receives a buy order from Client B
for 5,000 products and a sell order from Client C for 8,000 products. The
market participant, as agent, matches the order of Client B with 5,000 of
Client C’s order. The remaining 3,000 products from Client C are sold on
Market X. The market participant, as the executing party for the agency
component, must report a transaction of 5,000 products. Market X must
publish a transaction of 3,000 products.

Principal hedge: A market participant receives a buy order from Client B
for 5,000 products. The market participant executes the transaction against
its own account, and then hedges its position on Market X. The market
participant, as the executing party for the client transaction, must report a
transaction of 5,000 products. Market X must publish a transaction of
5,000 products.

RG 265.488 Rule 6.3.1(4) requires a market participant to take reasonable steps to ensure
that all post-trade information it reports to a market operator is and remains
complete, accurate and up to date.

RG 265.489 Under Rule 6.3.1(4B), where a market participant reports an off-order book
transaction to a market operator and the market operator notifies the
participant that the transaction does not meet the criteria for an off-order
book trade or the criteria for delayed reporting, the market participant must
immediately amend or cancel the transaction or take other appropriate
measures in relation to the transaction (having regard to the reporting market
participant’s obligations under Rules 6.1.1 and 6.3.1).
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Content and format of post-trade disclosure

RG265.490  Market participants must report post-trade information to market operators as
specified under Rule 6.3.7 (in the case of equity market products) or
Rule 6.3.7A (in the case of CGS depository interests): see Table 14 in
Appendix 2 in RG 172. Market operators must make that information available.

RG 265491 We will keep under review the post-trade information that must be reported
to market operators by market participants.

Which activities do not need to be reported?

RG265.492 Only those activities that constitute a transaction should be reported and each
transaction should not be reported more than once. This is necessary to avoid
duplication and misleading the wider market about the volume of trading.

Single transaction

RG 265493 Two matching trades entered at the same time and price with a single party
interposed (i.e. riskless principal) is a single transaction for the purpose of
the post-trade transparency obligations and should be reported as a single
transaction to avoid duplication. Parties to the transaction must ensure that
the transaction is made public as a single transaction and only reported once:
Rule 6.3.1(5).

Activities that should not be reported

RG 265.494 Under Rule 6.4.2, the following activities should not be reported:

(@) passing of an order—an order only becomes a transaction when there is
an execution. For example, when an order passes from one investor to
another via a chain of firms, and when the movement is economically
unchanged, only the final execution constitutes a transaction;

(b) primary market transactions (such as issuance allotment, subscription or
takeover bid);

(c) stock lending or stock borrowing; and

(d) ETF special trades.
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L  Regulatory data

Key points

Market participants must provide specified regulatory data on orders and
trade reports to market operators: see RG 265.495-RG 265.501. This
information must be kept confidential: see RG 265.502—-RG 265.504.

Market operators must record and provide to ASIC all regulatory data they
receive: see RG 265.505-RG 265.550.

We recommend that participants retain or record the data they send to a
market operator.

Scope and application

RG 265.495

RG 265.496

RG 265.497

RG 265.498

RG 265.499

Chapter 7 on regulatory data for market supervision and this section of the
guide apply to market participants that trade in equity market products
(excluding futures and options) and CGS depository interests, and to market
operators that offer trading services in these products: Rule 7.4.1.

Under Chapter 7, specified regulatory data on orders and trades must
be provided by market participants to the relevant market operators:
Rules 7.4.2(1) and (2).

Market operators offering trading services in these products must record the
regulatory data they receive: Rule 7.4.3(1). Market operators must also
provide this regulatory data to ASIC: Chapter 7.

The data provided by market participants to market operators and ASIC will
help us to carry out our function of supervising and ensuring the integrity of
Australia’s licensed financial markets, including:

(a) detecting market abuse;
(b) monitoring market orderliness and integrity; and

(c) analysing market structure, trends and quality.

Market participants must provide the information specified in Chapter 7:
(a) 1in an order transmitted to an order book (Rule 7.4.2(1)); and

(b) 1in a trade report (i.e. an off-order book transaction) for each side of the
transaction (buy and/or sell) for which the market participant acted as
agent or as principal (Rule 7.4.2(2)).
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RG 265.500 Where an off-order book transaction involving two market participants is
reported to a market operator, a market participant is not required to provide
regulatory data for the other market participant’s side of the transaction.

RG265.501 The information to be provided in trade reports under Chapter 7 is different
from the post-trade information that must be provided by a market
participant reporting under Chapter 6 for off-order book transactions in
relevant products.

Confidentiality

RG 265.502  Unlike the post-trade information that must be given to market operators
under Part 6.3, the regulatory data under Part 7.4 (with the exception of
information about the execution venue) is for ASIC’s use rather than for
public consumption, and must be treated confidentially.

RG 265.503  Subject to exceptions required by law, the seeking of legal advice, or the
provision of the data to a person acting as agent on behalf of the market
participant (to the extent there is a legitimate business reason for that person
to have access to the regulatory data), the data relating to orders and trade
reports given to a market operator by a market participant under Part 7.4
must not be made available by the market participant in its raw or
summarised form to any other person in connection with the order or trade
report: Rule 7.4.1(3). The market participant must also take reasonable steps
to ensure that its agent does not disclose the regulatory data to any other
person, subject to the same exceptions.

RG265.504 We expect that market participants may wish to restrict access to this data
internally, and specify to their system providers certain restrictions in that
regard. In particular, we recognise that indiscriminate display of the origin of
order information may concern some clients and we expect market
participants will elect to limit the visibility of this information within their
systems.

Data to be provided and recorded

RG 265.505 Table 21 summarises the information market participants must provide to a
market operator: Rule 7.4.4. A detailed description for each component of
information is provided after the table. For the purposes of Rule 7.4.4(3),
market participants and market operators must provide the data in
accordance with the format and content requirements set out in Table 21.
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RG 265.506

RG 265.507

RG 265.508

RG 265.509

There is no specific obligation in Chapter 7 to record regulatory data sent by
a market participant to a market operator. However, we recommend that
market participants retain or record the data they send to a market operator.

This will:

(a) enable a market participant to demonstrate compliance with Rule 7.4.4;
and

(b) aid a market participant’s compliance with Rule 7.4.4(5). This rule
requires a market participant to take all reasonable steps to consistently
provide the same code, notation or number for the same information in
subsequent orders or trade reports.

We also remind market participants of existing order and trade record-
keeping requirements under other market integrity rules, including the
requirements under Rules 5.5.3 and 5.6.3(b).

Currently, there is no requirement for market participants to comply with the
regulatory data requirements in Rule 7.4.4 in relation to ‘booking purposes’
transactions. A booking purposes transaction is used for internal accounting
and book-keeping purposes. For example, to correct a client’s identification
on a trade.

Table 21: Summary of data to be provided by market operators and market participants

Data

Execution
venue

Capacity of
market
participant

Description Content/format Required Required for

for order trade report

The venue (licensed The code for identifying: No Yes
market, crossing system  (a) ASX TradeMatch is ‘ASXT’;

or other facility), if any,

(b) ASX Centre Point is ‘ASXC’;

on which the transaction

occurred

(c) the TMX market is ‘CHIA’;

(d) a crossing system is the
crossing system ID
published by ASIC in a
legislative instrument and on
our website

See RG 265.510-RG 265.515

Describes the capacity Principal (‘P’), agent (‘A’) or both  Yes Yes
in which a market (‘M)

participant has

See RG 265.517-RG 265.523

submitted an order or
entered into a
transaction
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Data

Origin of order
information for
agency orders
and
transactions

Intermediary
identifier for
agency orders
and
transactions

Description

Information that assists
identification of the
person who provided
instructions to place an
order or enter into a
transaction

Information that enables
identification of an AFS

licensee intermediary
(i.e. an AFS licensee
with which the market

participant has a specific

type of market access
arrangement) that is
permitted to provide
instructions to place an
order or enter into a
transaction

Content/format Required
for order

One of the following (generally, Yes
in order of preference) used
consistently:

(a) aclient's ACN, ARBN or
ARSN (or an equivalent form
of identification in an
overseas jurisdiction), or
global LEI,

(b) an internal client identifier;
(c) user login identifier;

(d) CHESS HIN;

(e) internal account identifier; or

(f) adviser reference

If there is no single source,
‘VWAP’, ‘TWAP’ or another
identifier, used consistently

See RG 265.524—
RG 265.535RG 265.536

Note 1: ACN = Australian
Company Number; ARBN =
Australian Registered Business
Number; ARSN = Australian
Registered Scheme Number; LEI
= Legal Entity Identifier; and
CHESS HIN = CHESS Holder
Identification Number.

Note 2: VWAP = volume weighted
average price; and TWAP = time
weighted average price.

AFS licence number Yes

See RG 265.537-RG 265.543

Required for
trade report

Yes

Yes
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Data Description Content/format Required Required for

for order trade report
Directed Information that ‘Y’ for yes or ‘N’ for no. Yes Yes
wholesale indicates whether the Default is ‘N’

indicator for
agency orders
and
transactions

order or transaction was
submitted by a
wholesale client (i.e. a
client with which the

See RG 265.545-RG 265.550

market participant has a
specific type of market
access arrangement)
with non-discretionary
routing and execution
instructions

RG 265.510

RG 265.511

RG 265.512

RG 265.513

Execution venue

To stay abreast of developments in market structure, including off-order
book liquidity (or liquidity in ‘dark pools’), we require unique identification
of the execution venue for transactions executed other than on an order book
of a licensed market (off-order book). The execution venue is the market,
crossing system or other facility on which the transaction the subject of the
trade report was executed. This information enhances the efficiency of our
surveillance function across execution venues and provides accurate data for
analysing market developments.

Market participants are not required to provide execution venue information
for orders transmitted to an order book of a licensed market (i.e. entities
licensed under s795B(1), including the markets operated by ASX and TMX).

Execution venue codes are determined by ASIC in a legislative instrument
and are made available on our website. Market participants must identify
the venue (i.e. licensed market, crossing system or other facility) on which
off-order book transactions reported to a market operator are matched or
executed: see item 1 of the table in Rule 7.4.4. The following execution
venue codes must be used:

(a) ‘ASXT’ for ASX TradeMatch;
() ‘ASXC’ for ASX Centre Point;
(¢) ‘CHIA’ for the TMX market; and

(d) for a crossing system, the crossing system ID published by ASIC in

legislative instruments and on our website.

Note: Execution venue codes are determined by ASIC in ASIC Market Integrity Rules
(Securities Markets) Determination 2018/314.

Where the venue does not have a market identifier code (MIC) that complies
with International Standard ISO 10383:2012 Securities and related financial
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RG 265.514

RG 265.515

RG 265.516

instruments—Codes for exchanges and market identification, a crossing
system ID is used.

On request, ASIC may determine a code for an execution venue where one
has not been assigned.

For manually negotiated transactions, there is no requirement to provide a
code for the execution venue.

Examples

Table 22 sets out examples and guidance on the execution venue information
that we would expect market participants to provide.

Table 22: Examples of execution venue information

Example

Content/format

Example 4: Internal crossing system In this example, Rule 7.4.4 requires a participant to provide in the

A participant sends a trade report to a
market operator for a transaction

trade report the crossing system ID allocated by ASIC to the internal
crossing system. We publish a list of the crossing system IDs on our
website

executed on its internal crossing system

Example 5: Trading platform on a In this example, the participant is not required to provide an

licensed market

A participant sends an order to a
licensed market operator for execution
on one or more of the market operator’'s

trading platforms

RG 265.517

RG 265.518

RG 265.519

execution venue identification code in the order sent to the market
operator. A code for execution venue is only required on a trade
report and is not required for transactions executed on a trading
platform on a licensed market

Capacity of market participant

For orders submitted to an order book of a licensed market, market
participants must indicate whether they are acting as principal or as agent for
a client, or as both principal and agent, in relation to the order: see item 2 of
the table in Rule 7.4.4.

For transactions done other than on an order book of a licensed market and
reported to a market operator, the market participant reporting the
transaction must indicate, for each side (buy and/or sell) of the transaction on
which they are required to provide regulatory data, whether they were acting
as principal or as agent for a client, or as both principal and agent.

Note: ‘Principal’ has the meaning given by Rule 1.4.3 and includes a participant acting
on behalf of a related body corporate in relation to the order or transaction.

The market participant should use the option ‘both principal and agent’
where an order is attributable partly as principal and partly as agent for a
client.
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RG 265.520 A participant that uses its principal account to hedge its position in relation
to a swap transaction is trading as principal for the purposes of item 2 of the
table in Rule 7.4.4. Participants should therefore identify a hedging
transaction or order as a ‘principal’ order or transaction.

RG265.521 This is the case whether a market participant is hedging a swap transaction
entered into between:

(a) the participant and a client of the participant; or

(b) arelated body corporate of the participant and a client of the participant.
RG 265.522  The market participant must use the following notations for identifying that

the participant is acting:

(a) as principal—use ‘P’;

(b) as agent for a client—use ‘A’; and

(c) as both principal and agent for a client—use ‘M’.

Note: The notations for identifying the capacity of a participant are determined by ASIC
in ASIC Market Integrity Rules (Securities Markets) Determination 2018/314.

RG265.523  This information will enhance our ability to detect certain forms of market
abuse and our understanding of the basis upon which transactions occur in
the Australian market.

Origin of order

RG 265.524 Where a market participant is acting as agent for a client, it must provide a
reference to identify the source of the original client instructions that resulted
in an order or a transaction, to the extent the market participant is able to
determine the source of those instructions, taking all reasonable steps: see
item 3 of the table in Rule 7.4.4.

Note: For an explanation of what are ‘reasonable steps’ for the purposes of this rule, see
RG 265.551-RG 265.553.

RG 265.525  Origin of order information allows us to identify transactions that may have
originated from the same person or client. It allows us to detect and
investigate market manipulation and insider trading with greater efficiency
and may assist market participants’ risk management. On that basis, this
information will enhance our ability to perform market surveillance.

RG265.526 We recognise that for certain forms of order flow, providing this information
may not be practicable. Accordingly, the information must be provided to
the extent that it is able to be determined by the market participant, taking all
reasonable steps. Where it is not practicable or reasonable to determine the
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ultimate ‘originator’ of an order or transaction, a participant should provide
an identifier for the party as close to the originator as possible.
RG265.527 We expect this information will be provided where it is:
(a) provided on the original client order;
(b) entered by the market participant; or
(c) available by reference to information held in the order management

system used by the market participant.

RG 265.528  This information must be provided on all orders or transactions that can be
attributed to a single source.

RG265.529  As noted in Table 21, a market participant may identify the origin of an
order by using one of the following identifiers for the client:
(@) Australian Company Number (ACN);
(b) Australian Registered Business Number (ARBN);
(c) Australian Registered Scheme Number (ARSN);
(d) global Legal Entity Identifier (LEI);

(e) an equivalent form of identification to ACN, ARBN, ARSN, in a
foreign jurisdiction;

(f) an internal client identifier;
(2) user login identifier;

(hy CHESS HIN;

(i) internal account identifier; or

() adviser reference.

RG 265.530  Our preference generally is to receive origin of order information that is not
unique to the market participant providing it (i.e. the references referred to in
RG 265.529(a)-RG 265.529(e)).

RG 265.531 Where the market participant uses a notation, code or number to identify the
origin of an order, the market participant must take all reasonable steps to
use the same notation, code or number on an order or trade report to identify
the same person or account in different orders or trade reports (i.e. where
multiple orders or transactions originate from the same source, that source
should be identified consistently): Rule 7.4.4(5). Where a market
participant’s internal client, account or user login identifier is used, that
identifier may be encrypted so long as the encrypted identifier does not
change with the date and/or time.
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RG265.532 Rule 7.4.4 recognises that where an order or transaction relates to a number
of unrelated instructions, it may not be possible to provide information that
identifies the origin of the order or transaction. For example, where multiple
investment managers provide instructions to achieve VWAP, a market
participant may place ‘basket’ orders representing similar instructions
received from multiple sources. In this case, market participants must
provide an identifier that indicates the origin of the order is not a single
source. Acceptable identifiers include:

(@ VWAP;
() TWAP; or

(c) any other identifier used consistently.

RG 265.533 A market participant may offer ‘one-off” trade services (e.g. selling for a
shareholder who is not an existing client without requiring the shareholder to
open a share trading account). Where possible, the participant should
provide a unique identifier for that shareholder.

RG 265.534 However, if it is not reasonably possible to identify the person who initiates
a one-off order or transaction, a participant may use a single unique account
identifier for multiple ‘one-off” client orders. In this case, it is preferable that
the unique identifier for the account indicates that the origin of the orders is
not from a single source. For example, the unique identifier ‘multiple clients
account’ is preferable to the use of the actual account number.

RG 265.535  Origin of order information must be provided on orders submitted to an
order book of a licensed market and, where relevant, for each of the buy side
and sell side of transactions done other than on an order book of a market
when reporting that transaction in accordance with Rule 6.3.1 (for relevant
products) or the market operating rules (for other products).

Examples

RG 265.536  Table 23 sets out examples and guidance on the origin of order information
associated with common types of order flow that we would expect market
participants to provide. The examples are not exhaustive and each example
should be considered in isolation, unless otherwise specified.
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Table 23: Examples of origin of order information

Example

Example 6: Online retail broking

A person logs on to a market
participant’s online retail broking
website and places orders for three
accounts

Example 7: ‘White label’ online retail
broking

A person logs on to the online trading
website of an intermediary AFS licensee
that is not a market participant

The website, order management
systems and access to markets is
provided and managed by a market
participant to the intermediary AFS
licensee

The person places orders for three retail
accounts using the systems provided to
the intermediary AFS licensee by the
market participant

Example 8: Full service retail broking

A person contacts their adviser and
provides instructions to place an order

The adviser places the order

Guidance

In this example, the person is authorised to place orders for the
three accounts, and is the origin of the three orders. On all three
orders, the market participant should provide the same unique
reference for the person that placed the order. This may be the
person’s customer number or system login username

If the market participant is not able to provide a unique customer
number or system login username for the person that placed the
order, the market participant should provide the relevant account
identifier for each order

Market participants already using a unique account reference to
propagate a market operator’s ‘Xref or ‘bookings reference’ field
may, as long as the information does not change with time, use the
same reference for ASIC’s origin of order reference

In this example, the person is authorised to place orders for the
three accounts, and is the origin of the three orders

As the market participant provides and manages the systems used
by the intermediary and the person, information relating to the origin
of the three orders is known to the market participant. On all three
orders, the market participant should provide a unique reference for
the person that placed the order. This may be the person’s
customer number or system login username

If the market participant is not able to provide a unique reference for
the person that placed the order, the market participant should
provide the relevant account identifier on each order

Market participants already using a unique account reference to
propagate a market operator’s ‘Xref or ‘bookings reference’ field
may, as long as the information does not change with time, use the
same reference for ASIC’s origin of order reference

Note: In addition to providing a reference for the origin of order, market

participants must also provide the AFS licence number of the
intermediary: see RG 265.537-RG 265.543.

In this example, a market participant should provide, on the order, a
reference that identifies the person that provided instructions to
place the order

If the market participant is not able to identify the person that
provided the instruction to place the order, and the accounts to
which the trades will be allocated are known, the market participant
should provide, on the order, a reference for one of those accounts

If the market participant is not able to identify the person that
provided the instruction to place the order and the accounts to
which the trades will be allocated are unknown, the market
participant should provide a reference for the adviser who placed
the order
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Example

Example 9: Full service retail broking—
Managed discretionary account

An adviser places an order on behalf of
a client (or several clients) without
receiving explicit instructions from the
client(s)

Example 10: Institutional broking—
Wholesale client

An investment manager places an order
on behalf of a client (or several clients)

The trader places the order

Example 11: Institutional broking—
Overseas client

An overseas investor instructs their
overseas broker to submit an order to
an Australian market operator

Through one or more intermediaries the
overseas investor's instruction is
received by the London office of a
global investment bank and transferred
electronically to the Australian office of
the investment bank

The Australian office of the global
investment bank is a market participant

Example 12: Institutional broking—
Overseas client

An overseas investor instructs their
overseas broker to submit an order to
an Australian market operator

Through one or more unrelated
intermediaries, the market participant
receives the instruction

Guidance

In this example, the market participant should provide an identifier
for the adviser that placed the order

If the market participant is not able to identify the adviser that
placed the order, the market participant should provide, on the
order, a reference for one of the accounts for which the order was
placed

In this example, a market participant should provide a reference that
identifies the investment manager that placed the order

If the market participant is not able to identify the investment
manager that placed the order, the market participant should provide,
on the order, a reference for one of the accounts to which the trades
will be allocated

If the market participant is not able to identify the person that
provided the instruction to place the order or identify the accounts to
which the trades will be allocated, the market participant should
provide a reference for the trader who placed the order

The market participant must provide a reference that best identifies
the origin of the order. If the market participant, taking all
reasonable steps, can determine the ultimate originator of the order
(the overseas investor), then an identifier for that ultimate originator
should be provided

We recognise that, in this example, even if the market participant
takes all reasonable steps, it may not be able to ascertain the
ultimate originator of the order. In that case, it must provide an
identifier for the party as close to the originator as possible

In this example, the London office should provide the Australian
market participant with a reference to identify where the order
originated. If the London office does not provide the Australian
market participant with a reference to identify where the order
originated, the market participant should provide a reference to
identify the London office

The market participant must provide a reference that best identifies
the origin of the order. If a reference for the ultimate originator of the
order is known, it must be provided

We recognise that order information received from the intermediary
may not include a reference for the ultimate originator of the order.
The market participant should provide a reference for the party as
close to the originator as possible

If the intermediary does not provide details of the originator, the
market participant must provide a reference for the intermediary
from which it received instructions for the order
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Example

Example 13: Institutional broking—
VWAP

A number of unrelated clients contact a
market participant asking them to buy a
quantity of shares and achieve VWAP
over the trading day

The market participant aggregates all
similar orders and executes an
algorithm, which submits a number of
orders to the market to achieve VWAP
for the total quantity of shares over the
trading day

Example 14: Superannuation fund—
Member

A market participant provides a
superannuation fund with an order entry
platform that sends orders to the
participant’s trading system. The order
entry platform is also accessible to
superannuation fund members. The
superannuation fund is the client of the
participant, not the superannuation fund
members. Superannuation fund
members submit orders to the platform,
and they are sent through the platform
into the market participant’s trading
system

Example 15: Superannuation fund—
Adviser

Building on Example 14, an adviser to a
superannuation fund member is
authorised to trade in securities on
behalf of the member and has direct
access to the superannuation fund
platform. This adviser (instead of the
superannuation fund member) is
making the trading decisions on behalf
of the member, and directly enters
orders into the superannuation fund
platform

Guidance

The market participant must provide a reference that best describes
the origin of the order, but in this case there is no single client or
person associated with the origin of each order submitted to the
market by the algorithm. The market participant should modify the
algorithm to provide a consistently used identifier for the origin of
the order. In this case, ‘VWAP’ would be an appropriate identifier to
use

In this example, a unique identifier for the superannuation fund
member that entered the orders into the platform is required.
However, if a market participant cannot determine the identity of the
member, after taking all reasonable steps to do so, they may
provide the unique identifier for the superannuation fund

See Figure 4 which sets out the order flow in this example

In this example, a unique identifier for the adviser who traded on
behalf of the member is required because the order originated from
the adviser. However, if a market participant cannot determine the
identity of the adviser, after taking all reasonable steps to do so,
they may provide the unique identifier for the superannuation fund

See Figure 5, which sets out the order flow in this example
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Example Guidance

Example 16: Superannuation fund In this example, a unique identifier for the superannuation fund
member is required because the order originated from the member
and not the adviser. However, if a market participant cannot
determine the identity of the member, after taking all reasonable
steps to do so, they may provide the unique identifier for the
adviser. If the market participant is also not reasonably able to
determine the identity of the adviser, the participant may provide the
unique identifier for the superannuation fund

Building on Example 14, an adviser to
the superannuation fund member trades
in securities on behalf of the member,
following instructions from the member
to enter into the relevant trades. The
superannuation fund member (instead
of the adviser) is making the trading
decisions. The adviser directly enters See Figure 6, which sets out the order flow in this example
orders into the superannuation fund

platform

Figure 4: Origin of order information—superannuation fund member

Superannuation Superannuation Participant
fund member > fund platform » trading system

Note: See Example 14 in Table 23 for the process in this flowchart (accessible version).

Figure 5: Origin of order information—superannuation fund adviser

Adviser to Superannuation Participant

member ’ fund platform »  trading system ’ Market

Note: See Example 15 in Table 23 for the process in this flowchart (accessible version).

Figure 6: Origin of order information—superannuation fund

Superannuation Adviser to Superannuation Pi't';'_pa"t
fund member > member > fund platform —»> ra t'"g —» Market
system

Note: See Example 16 in Table 23 for the process in this flowchart (accessible version).

Intermediary identifier

RG 265.537 Where an order originates from the client of an AFS licensee that acts as an
intermediary for its own clients and that has a specific arrangement with the
market participant for access to the market (typically known as an online
‘white label’ broking arrangement), the market participant must take all
reasonable steps to identify the AFS licence number of the intermediary on
orders and the relevant buy and/or sell side of trade reports: see item 4 of the
table in Rule 7.4.4.
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RG 265.538

RG 265.539

RG 265.540

RG 265.541

RG 265.542

RG 265.543

RG 265.544

The ‘specific arrangement with the market participant for access to the
market’ includes, for example, an arrangement where a participant provides
an AFS licensee (indirect market participant) with a platform under which
the licensee may enter orders on behalf of its clients into the participant’s
trading system. The participant may provide a website containing the
licensee’s branding—however, the licensee’s clients will have a share
trading agreement with the participant, who provides execution services for
those clients. In this scenario, a participant must provide the licence number
of the AFS licensee in the intermediary ID field.

Over recent years, the number of indirect market participants has grown
significantly and order and trade information for orders originating from this
segment of the market is difficult to identify. Providing AFS licence
numbers on orders and trade reports originating from indirect market
participants will allow ASIC to map this important market segment and
provide efficiencies for our trading inquiries. Under this rule, active indirect
market participants will be identified, and the information obtained under it
will be used to assist us to assess compliance with AFS obligations by
indirect market participants.

The obligation under Rule 7.4.4 requires a participant to identify all
intermediaries that have AFS licences and are permitted to submit orders
into the participant’s trading system. Therefore, participants must provide an
intermediary identifier for ‘indirect market participants’ with whom a
participant has an arrangement, and for other participants with whom there is
such an arrangement.

The requirement does not extend to providing the licence numbers of AFS
licensees that make investment decisions over pooled funds, such as those
acting in the capacity of fund managers.

Where an indirect market participant is permitted to directly place orders
using systems provided by the market participant, we expect market
participants will be able to provide the AFS licence number of the
intermediary. This means that we expect a market participant, taking all
reasonable steps, will be able to determine and provide this information.

Where a number of intermediaries exist between the market participant and
the client, the participant is only required to provide the AFS licence number
of the intermediary with direct access to the trading system of the market
participant.

Examples

Table 24 sets out an example and guidance on the intermediary ID
information that we would expect market participants to provide.
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Table 24: Example of intermediary ID information
Example Guidance
Example 17: Adviser enters orders In this example, the intermediary is facilitating trading for its clients

and is an intermediary for the purposes of item 4 of the table in
Rule 7.4.4. In this example, item 4 requires the market participant to
provide the licence number of the AFS licensee in the intermediary
ID field

A market participant provides a platform
to an intermediary to enter orders into
the market participant’s trading system.
An adviser to the intermediary (who is an
AFS licensee) enters orders, on behalf of See Figure 7, which sets out the order flow in this example
its clients, directly into the platform

provided by the market participant. The

orders are then sent electronically to the

market participant’s trading system

Figure 7: Intermediary ID information — adviser enters orders

. Indirect market Platform for Part|;|.pant
Client —> : »  intermediaries > trading
participant system

Note: See Example 17 in Table 24 for the process in this flowchart (accessible version).

Directed wholesale indicator

RG 265.545 A market participant must take all reasonable steps to identify orders and
transactions:

(@) with non-discretionary routing and execution instructions; and

(b) received electronically from a wholesale client: see item 5 of the table
in Rule 7.4.4.

RG 265.546 A wholesale client submits ‘non-discretionary execution and routing
instructions’ when a participant does not have any discretion over a
wholesale client’s choice of venue, attributes of an order, or when the order
is transmitted to an execution venue (other than ensuring compliance with
trading system obligations). In those cases, the directed wholesale indicator
should be “Y’. When a participant has any discretion, even partial, over an
order, the order or transaction should be flagged ‘N’.

RG265.547 Where both criteria are satisfied, the market participant must use the notation
‘Y’ when providing the data to a market operator. If one or both of the
criteria are not satisfied, the market participant must use the notation ‘N’.

Note: The notations for identifying the directed wholesale indicator are determined by
ASIC in ASIC Market Integrity Rules (Securities Markets) Determination 2018/314.

RG 265.548  For the purposes of this rule, ‘wholesale’ has the same meaning as outlined
in Table 8.
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Examples

RG 265.549

Table 25 sets out examples and guidance on the directed wholesale indicator

information that we would expect market participants to provide.

Table 25: Examples of directed wholesale indicator information

Example

Example 18: Direct access client—Own
algorithm

A wholesale client has direct access to
a participant’s trading system. The
wholesale client places an instruction
into its own algorithm to achieve VWAP
over the trading day. As a result of the
VWAP instruction, the wholesale client

submits a number of ‘child’ orders to the

market participant’s trading system
throughout the trading day. Each ‘child
order’ is submitted exactly as specified
to the nominated trading venue

Example 19: Direct access client—
Participant’s ‘smart order router’

The same wholesale client in

Example 18 places an order into a
market participant’s trading system that
is processed by the market participant’s
‘smart order router’, but is subject to the
wholesale client’s standing instruction
not to trade on a particular venue

Example 20: Direct access client—
Instructions

The same wholesale client in

Example 18 places an order into a
market participant’s trading system with
the instruction that VWAP is to be
achieved

Guidance

In this example, the market participant does not have any influence
over the orders or instructions entered by the wholesale client.
These orders or instructions should be flagged ‘Y’

In this example, the wholesale client is not entirely in control of the
entry and execution of the order. The market participant’s ‘smart
order router’ exercises discretion to determine the best trading
venue from the remaining allowable venues. As the market
participant has some control in managing the order or instruction,
the order or instruction should be flagged ‘N’

In this example, the wholesale client is not in control of the entry
and execution of the order. The market participant's VWAP
algorithm and smart order router both exercise discretion to
determine price, time, size and the venue for each of the ‘child’
orders submitted to the trading platform. As the market participant is
making the decisions regarding the order or instruction, the order or
instruction should be flagged ‘N’

RG 265.550 Technology—in particular, DEA to markets by wholesale clients—plays an
ever-increasing role in our markets. The information that must be reported
will enable ASIC to assess the impact on the market of clients with direct
access to markets. These clients have sophisticated technology platforms
and, with the exception of market access, often do not rely on the execution

services provided by the market participant.
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What are ‘reasonable steps’ to determine data?

RG 265.551

RG 265.552

RG 265.553

Origin of order information, intermediary identifiers and directed wholesale
indicators must be provided to the extent it is able to be determined by a
market participant, taking all reasonable steps: Rule 7.4.4.

In the particular circumstances of an order or transaction or client, a market
participant may be unable to determine the data required to be reported. This
may be because the systems and processes developed do not cater for unique
circumstances. In those cases, which we expect to be limited, a market
participant need not provide the required data.

When a specific, unique set of circumstances for an order or transaction
starts to recur, market participants should consider whether to enhance their
systems and processes to enable the capture of the data required for those
circumstances.
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M  Trades under rules of a market operator, trade
confirmations, client agreements, confidential
order information and order incentives

Key points

Transactions in equity market products and CGS depository interests must
be entered into under the operating rules of a market operator: see
RG 265.555-RG 265.559.

Market participants must not transact during a market integrity-related
trading suspension: see RG 265.560—-RG 265.562.

Market participants may provide a single trade confirmation for an order
executed across multiple markets with written authorisation from a client:
see RG 265.575-RG 265.584.

Client agreements should reflect the relevant requirements of the market
integrity rules.

Market participants are not required to give confirmations to non-retail
clients if the client has agreed not to receive such notifications or if it is in
relation to a derivatives market contract transaction: see RG 265.563—
RG 265.574.

Market participants must take reasonable steps to ensure confidential client
order and transaction information is not used or disclosed: see
RG 265.585-RG 265.595.

Market participants must not buy or sell order flow if the payment for order
flow arrangement results in a ‘negative commission’. Market participants
must also take reasonable steps to ensure their market intermediaries do
not engage in such arrangements: see RG 265.596—-RG 265.615.

Scope and application

RG 265.554  This section of the guide applies to market participants that trade in equity
market products and CGS depository interests (collectively referred to as
‘relevant products’).

Trading under the operating rules of a market operator

RG265.555 Under Rule 5.1AA.1, a market participant must not enter into a transaction
other than under the rules of a market operator (either on an order book or
off-order book), unless the transaction is entered into under:

(@) the terms of a relevant product, including a redemption; or

(b) a primary market auction, including an off-market bid for relevant
products or an issue, allotment or subscription of new relevant products.
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RG 265.556

RG 265.557

RG 265.558

RG 265.559

This means that a market participant must execute a transaction in a relevant
product either on an order book of a market or report it to a market operator in
accordance with the market integrity rules and the operating rules (including
written procedures made under the operating rules) of the relevant market.

Market participants have a choice about which market operator’s operating rules
to enter into a transaction under. They can enter into transactions under the rules
of any market operator that provides facilities for trading relevant products.

Market participants should ensure that, on an ongoing basis, they meet all
obligations under the operating rules and written procedures made under the
operating rules of the market operator they are transacting under. For
example, market participants should ensure any orders and transactions
comply with the market operator’s pre-trade transparency exceptions and
post-trade transparency reporting requirements.

This rule is intended to ensure that clients have certainty about the rules and
protections they are transacting under and can access the relevant
compensation entitlements on a market. The rule is also intended to limit the
sources of pre-trade and post-trade data, which will facilitate data
consolidation in the market.

Trading suspensions and off-order book trading

RG 265.560

RG 265.561

RG 265.562

Under Rule 5.9A.1, a market participant must not match or execute a
transaction where there is a trading suspension in the relevant product on all
licensed markets.

We acknowledge that market participants should be able to continue trading
where there is a technical failure on one market and this rule does not
prohibit that. However, we expect that when trading is suspended for a
market integrity related purpose all trading should cease. We consider that
when trading is suspended on all licensed markets, it will typically be a
result of a market integrity related issue.

The purpose of constraining trading during market integrity related events is
to limit the effect of information asymmetries between market participants,
provide time for all market participants to consider the implications of the
event and to minimise opportunities for regulatory arbitrage between trading
on order books of licensed markets and off-order book.

Non-retail client confirmations

RG 265.563

Market participants must provide confirmations to their clients for each
market transaction entered into on the client’s instructions or on the client’s
managed discretionary account: Rule 3.4.1.
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RG265.564 Rule 3.4.3(1) provides an exception to the requirement to provide
confirmations for a client if that client is not a retail client. To rely on this
exception, the market participant must notify the client:

(a) before entering a trading message on the client’s behalf that market
transactions effected by the client are subject to the:

(i) directions, decisions and requirements of the market operator, the
market integrity rules, the operating rules, the clearing rules and
where relevant, the settlement rules;

(i) customs and usages of the market; and
(iii)y correction of errors and omissions; and
(b) as soon as possible:

(i) when the market participant enters into the client’s transaction as
principal; and

(iiy if'the client’s transaction was executed as a crossing, the execution
code for the execution venue for the crossing.

Timing and form of a notification referred to in
Rule 3.4.3(1)(b)

RG 265.565 Rule 3.4.3(1)(b) states that a notification must be given to a non-retail client
by sending it ‘as soon as practicable’. We expect the market participant to
provide that notification to the client on the day on which the transaction is
executed.

RG 265.566 Rule 3.4.3 is not prescriptive about the form of notification, and market
participants may choose any method that provides effective notification to
non-retail clients. Forms of notification that may be suitable include:

(a) real-time fill notifications, such as a Financial Information eXchange
(FIX) message. FIX tag 29 (i.e. broker capacity) could be used to
identify when the market participant acts as principal. FIX tag 30 (i.e.
trading venue) could be used to identify the venue where the non-retail
client’s order was matched or executed; or

(b) an end-of-day report of relevant transactions.

RG265.567 Rule 3.4.3 specifies that the obligation to notify non-retail clients applies for
each market transaction. Accordingly, the information provided in the
notification to non-retail clients under Rule 3.4.3(1)(b) must be provided on
a market transaction basis and cannot be accumulated or price averaged.
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Where a non-retail client’s order is matched with an order
where the participant acts as both principal and agent

RG 265.568 When providing a notification to a non-retail client under Rule 3.4.3(1)(b), a
market participant must notify the client if the participant entered into the
client’s market transaction as principal.

RG 265.569 In some circumstances, a non-retail client’s order is matched with ‘basket’
orders. These orders represent similar instructions received from multiple
sources, including where the market participant is acting as both principal
and agent for a client.

RG265.570 When a market participant creates a ‘basket’ order, we expect that
participant to be able to identify if that ‘basket’ is comprised of orders which
represent the market participant acting as:

(a) agent for a client (or clients);
(b) principal; or

(c) both principal and as agent for a client (or clients).

RG265.571 In circumstances where a non-retail client’s order is matched with ‘basket’
orders, and those ‘baskets’ are comprised of orders where the market
participant is acting as:

(a) principal only—the participant must provide the client with a
notification under Rule 3.4.3(1)(b) that discloses that the participant
entered into the client’s market transaction as principal; or

(b) principal and as agent—we expect the participant to provide the client
with a notification under Rule 3.4.3(1)(b) that discloses that the
participant entered into the client’s market transaction as both principal
and as agent.

When a notification under Rule 3.4.3(1)(b) is not required

RG 265.572 Under Rule 3.4.3(2), a market participant is not required to give the
notification of the information in Rule 3.4.3(1)(b) to a non-retail client if:

(a) the client has agreed not to receive such notifications. Accordingly, a
non-retail client can decide it does not want to receive the information
in Rule 3.4.3(1)(b), and opt out of receiving it; or

(b) the market transaction is regarding a financial product that is a

derivatives market contract.

RG 265.573 A non-retail client cannot opt out of receiving the information in
Rule 3.4.3(1)(a).
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RG265.574 We encourage market participants to:

(a) ensure that non-retail clients that agree not to receive the notifications
under Rule 3.4.3(1)(b) are aware of the consequences of not receiving
the notifications; and

(b) require those clients to take active steps to agree not to receive the
notifications under Rule 3.4.3(1)(b). The inclusion of a standard opt-out
clause in a client agreement, without more, would not necessarily mean
that clients were aware of the consequences of opting out, or taking
active steps to do so.

Accumulation of trade confirmations

RG 265.575 In a multimarket environment, it is possible that a single client order may be
executed through a series of transactions across more than one market
(e.g. divided between Market X and Market Y). In these circumstances, there
needs to be clear and consistent arrangements in place for disclosing
individual transaction details to clients who are required to be given a
confirmation under s1017F(1)(a) (see also regs 7.9.63A—7.9.63C of the
Corporations Regulations) and Rule 3.11.2.

RG 265.576 Market participants are permitted to accumulate confirmations for orders
executed through multiple transactions on one market into a single trade
confirmation, and to specify the VWAP for the transactions: Rule 3.4.2.

RG265.577 Rule 3.4A.1 sets out the circumstances in which a market participant may
accumulate multiple transactions into a single confirmation for a single
client order executed across multiple markets. As with the market-specific
market integrity rules, it enables a market participant to specify the VWAP
rather than the price per unit, subject to the client providing written
authorisation to accumulate trade confirmations before the time the order is
placed.

RG265.578 Rule 3.4A.1(b) requires a market participant, on request from a client, to
provide a statement of the individual prices for each transaction. We expect
market participants to also disclose the markets where each price was
achieved if requested. Depending on the specific request from the client, we
consider that the statement may be provided in writing or verbally. Where it
is provided in writing, this may be in print or electronic form.

RG265.579 Regulation 7.9.63B(7) of the Corporations Regulations requires a trade
confirmation to include the name of the market where the transaction was
executed. A market participant can fulfil this obligation by listing the
markets that the market participant is a member of on trade confirmations
and note that the trade may have been executed on one or more of those
markets.

© Australian Securities and Investments Commission September 2026 Page 145



ATTACHMENT 1 to CS 63 /REGULATORY GUIDE 265: Guidance on ASIC market integrity rules for participants of securities

markets

RG 265.580

RG 265.581

RG 265.582

RG 265.583

RG 265.584

Client authorisation by existing clients

Where a market participant has already obtained written authorisation from a
client to accumulate transactions on a market into a single trade confirmation
(under Rule 3.4.2), we consider that this authorisation is sufficient to satisfy
the requirement under Rule 3.4A.1—that is, there is no need to obtain
another written authorisation.

Where a wholesale client has elected not to receive trade confirmations in
accordance with Rule 3.4.2, we consider this election will also apply in the
context of Rule 3.4A.1.

Where a client has not already provided written authorisation to accumulate
trade confirmations on a market, the market participant will need to obtain
the client’s written authorisation before accumulating transactions under

Rule 3.4A.1.

In all cases, we expect market participants to notify their clients of how they
intend to accumulate transactions in a multimarket environment. They may
choose to make this notification in the client agreement.

Client authorisation by new clients

Market participants that are required under s1017F(1)(a) and Rule 3.4.1 to
provide trade confirmations to a client should obtain the written
authorisation of all new clients to accumulate a series of transactions into a
single trade confirmation before the time an order is placed: see Rule 3.4A.1.

Managing confidential order information

RG 265.585

Rule 5.4A.1 requires a market participant to take reasonable steps to ensure
that its officers and employees do not use or disclose information about
orders received, or transactions resulting from those orders, unless permitted
under the market integrity rules or the law. Rule 5.4A.1 provides the
following permitted disclosures and uses of information:

() information about orders or transactions that is generally available
(i.e. publicly available);

(b) pre-trade information (as defined in Rule 6.1.2 and Section I of this
guide) if:

(i the information has been made available by a market operator. This
means that a market participant cannot use or disclose pre-trade
information it may hold about an order unless a market operator
has made it available under Rule 6.1.2; or
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(i) it is necessary to use or disclose that information to execute an
order (including disclosure of the information in an order routing
instruction). For example, a market participant may route an order
to another market participant for execution;

(c) post-trade information (as defined in Rule 6.3.4 and Section J of this
guide) if:

(i the information has been made available by a market operator. This
means that a market participant cannot use or disclose post-trade
information it may hold about a transaction it has executed unless a
market operator has made it available under Rule 6.3.4; or

(i) such disclosure is required for trade confirmations or billing
purposes. This enables a market participant to disclose post-trade
information to back office personnel to enable trade confirmations
to be issued to clients; and

(d) information about orders or transactions is disclosed to a person that
maintains or services the market participant’s internal order
management system or crossing system, or provides administrative or
analytical services to or for the market participant. When information is
disclosed for these purposes the person receiving the order or
transaction information must agree in writing to limit its use of such
information for either of these purposes. Examples of administrative
and analytical services include research and transaction cost analysis.

RG 265.586  The reference to ‘a person’ in RG 265.585(d) includes employees of the
market participant and all other parties, including contractors. We expect a
written agreement to be maintained for each person, whether an employee or
contractor. For example:

(a) if the information is disclosed to an employee, it could form part of
internal procedures that the employee has agreed in writing to comply
with in an employment contract or an employee code of conduct; and

(b) if the information is disclosed to a contractor, then it could form part of
the terms of conditions of the contract for service, or form part of a
separate confidentiality agreement.

RG265.587 We expect a market participant to restrict the disclosure and use of
confidential order information to an ‘as needs basis’. For example, a market
participant that operates a crossing system may restrict disclosure of orders
and transactions in its crossing system to an internal electronic trading desk
that oversees the crossing system for the purposes of ensuring the crossing
system is operating efficiently.
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RG 265.588

RG 265.589

RG 265.590

RG 265.591

RG 265.592

RG 265.593

Client disclosure

We consider it good practice for a market participant to disclose to its clients
how, and to whom, it discloses confidential order information.

Information barriers

We expect that market participants will have in place internal policies and
procedures that will limit the disclosure and use of confidential order
information in line with the permitted uses and disclosures in

Rule 5.4A.1(2). A market participant should maintain strong information
barriers to comply with Rule 5.4A.1, including system and physical
segregation to ensure that information about orders and transactions is not
made available other than in accordance with Rule 5.4A.1. Further guidance
on our expectations about information barriers can be found in RG 181.

Note: Rule 3.6.3 imposes obligations on the participants in relation to the
implementation of information barriers.

Indications of interest

An indication of interest (IOI) is a non-binding electronic expression (or
advertisement) of trading interest. It is a mechanism used to identify
potential counterparties and is most often used where there is a large volume
of securities to trade.

An 0] usually contains some information about trading intentions, such as
the identity of the security, the capacity in which the market participant is
operating (i.e. agency or principal), the volume of securities, or the price the
party is willing to trade at. IOIs are usually distributed by a fund manager or
market participant to selected clients, or through a third-party service
provider.

10Is can be used for wholesale client orders and may be a permitted use or
disclosure of pre-trade order information in accordance with the exception in
Rule 5.4A.1(2)(c). IOIs should not be used for a retail client order as this
would be inconsistent with a market participant’s obligation to execute
non-discretionary orders as expeditiously as practicable: Rule 5.1.4.

The following lists some of our concerns about the use of 10Is:

(@ They may be misused to generate a misleading appearance of an
intention to trade—for example, IOIs that are not backed by a genuine
client or proprietary intent to trade, and that are aimed at gathering
information on genuine intentions to trade and exploiting the responses
received. In such instances, we may view an 1Ol as false or misleading
if they misrepresent the true origin and intention of the IOL.
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(b)

©

(d)

They may increase the risk of information leakage for clients with
genuine trading intentions, which may result in a worse outcome for the
client. For example, recipients of an IOl may trade ahead of the person
issuing the I0I, leading to an adverse price movement. Market
participants need to manage this risk.

Selective disclosure and access to 10Is, which is especially important
for less liquid securities where indications of some trading interests may
be price sensitive.

They present challenges to the management of conflicts of interest. For
example, market participants that conduct principal and client trading
should not misrepresent the nature of the liquidity to attract liquidity
(e.g. genuine natural client order flows versus proprietary interests),
which may artificially boost market share of trading volumes.

RG 265.594 The examples in RG 265.593(a)-RG 265.593(d) may affect a market
participant’s ability to meet its AFS licence obligations to act honestly and
fairly, and effectively manage conflicts of interest that may arise between

clients, or between proprietary and client interests: s912A(1)(a) and
912A(1)(aa).

RG 265.595 When using an IOI, we expect market participants to:

(@)

(b)

©

(d)

(®

¢

Order incentives

circulate an IOI for a security only when they have reasonable cause to
believe that the O] represents a bona fide order in the security and is
not being used for any fraudulent, deceptive or manipulative purposes;

make adequate disclosure to their clients about the intended use of, and
accessibility to, client order information that may be used in 1OlIs;

manage the potential information leakage from any type of communication
that may be price sensitive or conflict with the client’s best interests;

offer clients the ability to consent to the dissemination of their trading
interest (i.e. their confidential order information) through 1OlIs, or
otherwise opt out of participating in 1OlIs;

appropriately manage conflicts of interest and maintain records to
substantiate the origin and basis of all IOIs; and

discontinue the display of an IOI if the underlying order has been
cancelled or executed, or appropriately amend an 10l to accurately
reflect the currency of the order if it has otherwise been amended.

What is payment for order flow?

RG 265.596  ‘Payment for order flow’ is an arrangement where a person receives an
incentive from another person in exchange for sending their clients’ orders to

that other person. These incentives can be in the form of direct cash
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payments or soft dollar incentives (e.g. the provision of free services, such as
technology).

RG 265.597 Payment for order flow arrangements can exist between market participants,
other market intermediaries such as securities dealers or liquidity providers,
or a combination of both.

Restricting payment for order flow

RG 265.598 Part 5.4B prohibits, or otherwise seeks to restrict, order incentives in the
form of cash payments for order flow. It applies when:

(a) amarket participant buys or sells client order flow (see RG 265.600—
RG 265.602); and

(b) payment for order flow occurs among other market intermediaries (see
RG 265.603—-RG 265.607).

The concept of ‘negative commission’

RG 265.599  Part 5.4B does not prohibit all cash payment for order flow arrangements,
only those where the cash payment to the recipient (for the order flow) is
greater than the cost to the recipient (or to their clients) of submitting that
order flow. Put simply, it prohibits ‘negative commission’. For example, if
the amount that the market participant pays a person for their client order
flow is greater than the brokerage that the market participant charges that
person, this is a ‘negative commission’ and it is prohibited under the rules.

Prohibition on buying or selling order flow

RG 265.600 Rule 5.4B.1(1) applies when a market participant handles or executes orders
as a result of an arrangement with another person to direct orders to the
market participant. The market participant must not, directly or indirectly,
make a cash payment to the other person (or the other person’s associate) for
the order flow if the cash payment is greater than the market participant’s
commission: Rule 5.4B.1(1)(a).

RG265.601 Rule 5.4B.1(3) applies when a market participant directs orders to another
person, as a result of an arrangement between the two parties. The market
participant must not, directly or indirectly, accept a cash payment from the
other person for directing orders to the other person if the cash payment
results in a ‘negative commission’. The participant must also ensure that its
associates do not breach Rule 5.4B.1(3).

RG265.602  This prohibition on buying and selling order flow applies to both orders to
buy and orders to sell financial products. It means that a market participant
cannot:

(@) pay another person more for order flow than the commission received
by the market participant for those orders (see Example 21); and
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(b) accept a payment for the order flow that is greater than the cost to the
market participant for sending that order flow to another person (see
Example 22).

Example 21: A market participant buys client order flow ‘

ABC Broking (a market participant) has an arrangement with SD Pty Ltd (a
securities dealer). Under this arrangement, SD Pty Ltd directs client orders
through to ABC Broking.

ABC Broking:

e charges SD Pty Ltd $10 to execute client order flow through ABC
Broking;

e pays SD Pty Ltd $11 for its client order flow (i.e. payment for order flow);
and

e crosses SD Pty Ltd’s client orders and reports the transaction, or
otherwise sends SD Pty Ltd’s orders to the market.

The payment made by ABC Broking to SD Pty Ltd (of $11) for the order
flow exceeds the cost (of $10) charged by ABC Broking to SD Pty Ltd
(i.e. a negative commission).

The purchase of client order flow by ABC Broking is therefore prohibited by
Rule 5.4B.1(1).

Example 22: A market participant sells client order flow ‘

ABC Broking (a market participant) has an arrangement with XYZ Trader (a
liquidity provider). Under this arrangement, XYZ Trader directs orders
through ABC Broking.

XYZ Trader has a separate arrangement with MP Broking (a market
participant). Under this arrangement, XYZ Trader:

e charges MP Broking $10 to direct client order flow through XYZ Trader;

e pays MP Broking $11 for its client order flow (i.e. payment for order
flow); and

e crosses MP Broking’s client orders and reports the transaction, or
otherwise sends MP Broking’s client orders to the market, through ABC
Broking.

The payment made by XYZ Trader to MP Broking (of $11) for the client
order flow exceeds the cost (of $10) charged by XYZ Trader to MP Broking
(i.e. a negative commission).

The sale of client order flow by MP Broking is therefore prohibited by
Rule 5.4B.1(3).

© Australian Securities and Investments Commission September 2026 Page 151



ATTACHMENT 1 to CS 63 /REGULATORY GUIDE 265: Guidance on ASIC market integrity rules for participants of securities
markets

Payment for order flow among other market intermediaries

RG 265.603 Rule 5.4B.1 also seeks to restrict payment for order flow among other
market intermediaries (such as liquidity providers or securities dealers) that
direct their orders through a market participant.

RG 265.604 Under Rule 5.4B.1(1)(b), market participants must take reasonable steps,
when the participant handles or executes orders as a result of an arrangement
with another person, to ensure that the other person has not directly or
indirectly made a cash payment to a third party (or the third party’s
associate) for that third party’s orders (or their client’s orders) if the cash
payment is greater than the cost to the third party for directing those orders
to the other person: see Example 23.

What are ‘reasonable steps?’

RG 265.605 What constitutes ‘reasonable steps’ will depend on the nature, scale and
complexity of a market participant’s business. It might include one or more
of the following:

(a) 1incorporating terms or clauses in the market participant’s agreement
with that person that deal with the requirements under Part 5.4B;

(b) obtaining an undertaking from that person (e.g. during the onboarding
process) that the person will not engage in a payment for order flow
arrangement that contravenes Part 5.4B; or

(c) obtaining an annual declaration from the person that the person has not
engaged in a payment for order flow arrangement that contravenes
Part 5.4B.

RG 265.606 This is not intended to be an exhaustive list of requirements. Ultimately,
each market participant can determine what they consider to be ‘reasonable’
based on their own circumstances.

RG265.607 We do not expect market participants to actively monitor their intermediaries
for compliance with the payment for order flow expectations.

Example 23: Payments between non-market participants ‘

ABC Broking (a market participant) has an arrangement with XYZ Trader (a
liquidity provider). Under this arrangement, XYZ Trader directs orders
through to ABC Broking.

XYZ Trader has a separate arrangement with SD Pty Ltd (a securities
dealer). Under this arrangement, XYZ Trader:
e charges SD Pty Ltd $10 to direct client order flow through XYZ Trader;

e pays SD Pty Ltd $11 for its client order flow (i.e. a payment for order
flow arrangement); and
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e crosses SD Pty Ltd’s client orders and reports the transaction, or
otherwise sends SD Pty Ltd’s client orders to the market, through ABC
Broking.

The payment made by XYZ Trader to SD Pty Ltd (of $11) for the client

order flow exceeds the cost (of $10) charged by XYZ Trader to SD Pty Ltd
(i.e. a negative commission).

Under Rule 5.4B.1(1)(b), ABC Broking must take reasonable steps to
ensure that XYZ Trader is not engaging in this payment for order flow
arrangement with SD Pty Ltd.

Meaning of ‘associate’

RG 265.608 Under Rule 5.4B.1(2) and 5.4B.1(4), ‘associate’ means ‘any director, officer,
employee or associated or related company’. This is intended to capture
certain payment for order flow arrangements where the payment (for the
client order flow) is made to another person or entity that is associated with
the payment recipient.

Excluded fee or payment arrangements

RG265.609 Rule 5.4B.1 applies to payments between market participants or other
market intermediaries (or a combination of both). It does not apply to
payments made by licensed market operators to market participants or other
market intermediaries.

Note: Although market operator trading fees or other incentive-based models are not
specifically prohibited in Rule 5.4B.1, we have concerns where such models might
influence behaviour in a way that is not in the best interests of clients, and the integrity
and quality of the Australian market. We provide further guidance for market operators
inRG 172.

RG265.610 Generally, Rule 5.4B.1 does not prohibit fee or payment arrangements
between market participants or other market intermediaries, provided the
payment arrangement does not result in a ‘negative commission’.

RG265.611 More specifically, Rule 5.4B.1 does not affect the following market
practices:

(@) where a market participant facilitates trading (e.g. by agreeing with
another person to trade at the market close price or the VWAP) and the
price reported to the market is the same as the price agreed with the
other person, including any discounts or rebates;

(b) where a market participant offers differential brokerage rates to certain
clients (e.g. based on trading volume), provided that such arrangements
do not result in a negative commission;

(¢) where a market participant or other market intermediary pays a fee to
another person for any kind of genuine product distribution fee or
facility establishment fee related to a structured product transaction that

© Australian Securities and Investments Commission September 2026 Page 153


https://asic.gov.au/regulatory-resources/find-a-document/regulatory-guides/rg-172-financial-markets-domestic-and-overseas-operators/

ATTACHMENT 1 to CS 63 /REGULATORY GUIDE 265: Guidance on ASIC market integrity rules for participants of securities
markets

may involve an on-market execution (i.e. the fee is part of a structured
product fee arrangement rather than a payment for order flow);

(d) commission sharing arrangements or internal transfer pricing
arrangements that do not result in a negative commission;

(e) trade reports arising from account adjustments, including for execution
errors. For example, a trade report with a reported price that is higher
than the net cost to the client would breach Rule 5.4B.1. However, if the
original trade report was submitted in error, a subsequent adjustment
trade report should bring the net reported trades into compliance with
Rule 5.4B.1. We will monitor trade reports to ensure that these
adjustments are not used inappropriately; and

(® where a market participant makes cash payments to other persons, which
are not directly ‘tied’ to particular transactions—for example, monthly
rebate structures. For these arrangements, market participants will need to
ensure there is no breach of Rule 5.4B.1 by determining the value of cash
payments over the relevant period and apportioning this value to
transactions conducted over the relevant period.

Non-monetary order incentives
RG265.612 Rule 5.4B.1 relates specifically to cash payments or ‘monetary benefits’.

RG265.613  Although not specifically prohibited in Rule 5.4B.1, non-monetary benefits
may raise significant conflict of interest issues for a market participant when
handling and executing orders.

Note: Comprehensive guidance on how an AFS licensee should manage conflicts of
interest can be found in RG 181.

RG 265.614 Non-monetary benefits take a number of forms. Examples include, but are
not limited to:

(a) free or subsidised business equipment or services (e.g. computers and
other hardware, software, information technology support and
stationery);

(b) hospitality-related benefits (e.g. tickets to sporting events or concerts
and subsidised travel);

(c) marketing assistance; and
(d) employee promotions, or other ways of recognising an employee, based
on product recommendations or sales.
RG 265.615 A market participant should consider the following circumstances when
giving or receiving non-monetary benefits for handling and executing orders:

(a) ensure there is no effect on the market participant’s best execution
obligations under Chapter 3 and as discussed in Section F;
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(b) disclose to clients details of any incentives offered to and received by
the market participant in a comprehensive, accurate and understandable
way before the service is provided; and

(c) ensure the incentive enhances the quality of the financial service
provided to the client.
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N  Capital requirements

Key points

The market integrity rules for capital and reporting do not apply if the
market participant is a principal trader only, a clearing participant of an
approved clearing facility, or an authorised deposit-taking institution (ADI):
see RG 265.616-RG 265.618.

A market participant should lodge capital returns using the ASIC
Regulatory Portal: see RG 265.619-RG 265.620.

Scope, application and waivers
RG265.616  This section of the regulatory guide provides guidance on the Capital Rules.

RG 265.617 The Capital Rules set out the capital and reporting requirements for market
participants of securities markets and futures markets. The market integrity
rules for capital and reporting do not apply if the market participant is a
principal trader only, a clearing participant of an approved clearing facility,
or an ADI. A clearing participant must comply with the CS facility’s capital
and reporting requirements.

RG 265.618 Where a market participant has been granted a waiver from the capital or
reporting rules for one market (e.g. the ASX market), we may consider
granting a similar waiver for the rules for another market (e.g. the TMX,
NSXA or SSX markets). For details of how to apply for a waiver, see
RG 265.37-RG 265.40.

Lodging forms and returns

RG265.619 A market participant should lodge capital returns using the ASIC Regulatory
Portal: Rule 9.4.2 of the Capital Rules.

RG265.620 Market participants that belong to multiple exchange markets only need to
lodge one return.

ASX guidance materials on capital

RG 265.621 Prior to 1 August 2011, the ASX Operating Rules set out capital
requirements for market participants. These capital requirements were
administered with the benefit of guidance materials issued by ASX Group—
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in particular, the Capital Liquidity Handbook and the Capital Requirements
Guidance.

RG265.622  As such, we will take into account the Capital Liquidity Handbook and the
Capital Requirements Guidance when interpreting the Capital Rules to the
extent they are relevant.

RG265.623 In future, we may consider reviewing our policy position on these guidance
materials in light of changes in the market or other factors. If so, we will
consult with industry at that stage.
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O Technological and operational resilience

Key points

Market participants must have adequate arrangements to ensure the
resilience, reliability, integrity and security of their critical business services:
see RG 265.628-RG 265.658.

If a market participant engages a service provider to provide, operate or
support one or more of its critical business services, they must have
additional safeguards to ensure the operational resilience of those services:
see RG 265.659-RG 265.683.

Market participants must have adequate arrangements to ensure the
confidentiality, integrity and availability of information obtained, held or
used by the participant. They must also have adequate arrangements to
ensure the availability of access to data obtained, held or used by the
market participant, including arrangements designed to provide for the
backup of data and the timely recovery of data in the event of any theft,
corruption or loss of the data: see RG 265.684—-RG 265.703.

Market participants must have robust business continuity plans to
effectively respond to events that could cause significant disruption to their
operations or materially impact their services. These plans must be
regularly reviewed, updated and tested: see RG 265.704-RG 265.730.

It is essential for market participants to have appropriate governance
arrangements and adequate financial, technological and human resources
to comply with these obligations. This includes, but is not limited to,
oversight by the board or senior management of the establishment,
implementation, maintenance, review, testing and documentation of
business continuity plans: see RG 265.731-RG 265.735.

Scope and application

RG 265.624  Chapter 8B of the Securities Markets Rules and this section of the guide
apply to all market participants that trade in equity market products and CGS
depository interests. Similar rules also apply to participants of the futures
markets. Guidance for futures market participants can be found in RG 266.

RG 265.625 While the rules apply to market participants, the obligations set out sound
practices that have more general applications. Other AFS licensees should
consider applying the principles in the rules to their business.

RG265.626  AFS licensees should also consider RG 104, which provides further
guidance on complying with their obligations to have adequate resources to
provide financial services and carry out supervisory arrangements: see
RG 104.89-RG 104.100.
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RG 265.627  ASIC has provided relief from some of the outsourcing arrangement
obligations in Chapters 8A and 8B of the Rules where supply of energy or
communications services may have been identified as critical business
services (see ASIC Market Integrity Rules (Securities Markets) Class Waiver
2025/512).

Critical business services

RG 265.628  Part 8B.2 requires market participants to implement an appropriate
framework for ensuring the resilience, reliability, integrity and security of
their critical business services.

Identifying critical business services

RG 265.629 Market participants must identify the critical business services relevant to
their business: Rule 8B.2.1(2)(a). ‘Critical business services’ means
functions, infrastructure, processes or systems that, in the event of failure to
operate effectively, would or would be likely to:

(a) cause significant disruption to the market participant’s operations,
activities and conduct in connection with each market of which they are
a participant (participant operations); or

(b) materially impact the market participant’s services provided in
connection with each market of which they are a participant (participant
services).

RG 265.630 In defining critical business services, we have provided a non-exhaustive list
of examples of what we consider likely to be critical business services for
market participants: see the definition of critical business services and
related note in Rule 8B.1.2. Critical business services generally include
functions, infrastructure, processes and systems that deliver or support:

(a) order acceptance, routing and entry;
(b) clearing and settlement of transactions;
(¢) payments and deliveries of securities and funds;

(d) accounting for and reconciling client money, trust accounts, securities
and funds;

(e) provision of trade confirmations; and
() regulatory data reporting to market operators.
RG265.631 However, identification of critical business services may vary between

market participants, with differences in the nature, scale and complexity of
their operations and consideration of a broad range of factors such as:

(@) the criticality of a service to users or the market participant;
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(b) the potential impact on the market participant, users of the service or on
market integrity in the event of disruption or prolonged disruption;

(c) any dependencies that third-party businesses may have on a service; and

(d) operational risk appetite, internal frameworks, defined indicators and
limits.

Note: When considering the criticality of services, market participants may wish to
refer to IOSCO, Market intermediary business continuity and recovery planning (PDF
321 KB), final report, December 2015 and the International Standard ISO 22301:2019
Security and resilience—Business continuity management systems—Requirements.

RG265.632 Market participants should take care not to exclude a function, infrastructure,
processes or systems from its identified critical business services solely
because:

(a) it is not considered core to the business or to continuing operations,
without giving due regard to other relevant considerations;

(b) contingency arrangements or workarounds are in place; or

(c) it is used by only a small number of clients.

RG 265.633 Market participants may use different terminology to describe or categorise
services identified as critical business services. For example, a critical
business service may be described using a label used in another regulatory
regime or firm-wide framework. Market participants should be able to
clearly demonstrate how such a framework satisfies their obligations under
Chapter 8B. Importantly, these obligations extend beyond business
continuity planning.

Adequate arrangements for critical business services

RG265.634 Market participants must have adequate arrangements for their critical
business services. Adequate arrangements should ensure the resilience,
reliability, integrity and security of critical business services: Rule 8B.2.1(1).
These arrangements would generally include, but are not limited to, policies,
procedures and organisational resources (including financial, human and
technological resources). The arrangements should be commensurate with
the nature, scale and complexity of the services offered: see RG 104 at
RG 104.21-RG 104.22.

RG 265.635 At a minimum, a market participant must have arrangements for:
(@) identifying critical business services;

(b) 1identifying, assessing, managing and monitoring for any risks to the
resilience, reliability, integrity and security of critical business services
(RG 265.636-RG 265.639);
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RG 265.636

RG 265.637

RG 265.638

RG 265.639

RG 265.640

RG 265.641

(c) ensuring critical business services have sufficient and scalable capacity
for the market participant’s ongoing and planned operations and
services (RG 265.640-RG 265.644);

(d) preventing unauthorised access to or use of critical business services
(RG 265.687);

(e) managing the implementation of new critical business services and of
changes to existing critical business services (RG 265.651—
RG 265.655);

() dealing with a major event (RG 265.704-RG 265.730); and

(g9 managing outsourcing arrangements for critical business services
(RG 265.659-RG 265.683).

Identifying, assessing, managing and monitoring risks to
critical business services

Market participants must have adequate risk management systems and
effective compliance measures to manage or mitigate risks relating to their
critical business services: see section 912A(1)(d), RG 104.23-RG 104.32,
RG 104.59-RG 104.66 and Chapter C of RG 104. A market participant’s
risk management systems and compliance measures will depend on the
nature, scale and complexity of its business and its risk profile.

A director or senior manager of a market participant should have appropriate
oversight of the risk management framework and compliance measures. This
includes reporting to the governing body: see RG 104.50-RG 104.53.

A market participant regulated by APRA may instead develop and maintain
a risk management framework as required by Prudential Standard CPS 220
Risk management to comply with Rule 8B.2.1(2)(b).

A market participant’s critical business services arrangements should also
identify key interdependencies that may exist between critical business
services. Market participants should also consider the risks associated with
aged systems and assets.

Sufficient and scalable capacity

Market participants should have arrangements for ensuring their critical
business services have sufficient and scalable capacity for the participant’s
ongoing and planned operations and services: Rule 8B.2.1(2)(c).

System capacity management and stress testing

Market participants should have sufficient system capacity to accommodate
reasonably foreseeable volumes of trading activity.
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RG265.642  Systems should be adaptable and scalable to allow for changes in trading
patterns and in response to elevated message levels and/or stressed market
conditions that might breach their capacity. Stress testing of capacity,
infrastructure, computers and applications should be conducted regularly and
in line with a market participant’s change management arrangements.

RG 265.643 Material stress scenarios may include significantly increased trading
message volumes, constrained access to a market operator or other important
service provider and/or market conditions that might strain a market
participant’s functions, infrastructure, processes and systems. Market
participants that facilitate algorithmic, low-latency and high-message
volumes should have a testing environment to enable them to adequately
stress test this activity.

Monitoring and review

RG 265.644 To ensure that critical business services have sufficient and scalable capacity
for the participant’s ongoing and planned operations and services, market
participants should monitor and periodically review their arrangements for
systems testing, business continuity, capacity management and security.
Market participants should remedy deficiencies and deal with identified
problems in an appropriate and systematic way, as soon as reasonably
possible.

RG 265.645 Market participants should have appropriate testing arrangements to ensure
that their critical business services are functional and reliable. The testing
methodologies should be designed to ensure that:

(@) the operation of the critical business service complies with relevant
regulatory obligations;

(b) the controls embedded in the critical business service work as intended;
and

(c) the critical business service can continue to work effectively in stressed
market conditions.

RG265.646 When introducing or modifying a critical business service, relevant testing
should be performed before going live. Examples of relevant testing may
include, but are not limited to, the following:

(a) Functional testing—FEnsures that a system works as intended by
verifying its features against its functional requirements.

(b) Connectivity testing—Validates the continuity of network
communications by verifying that the network is properly connected,
with message traffic taking the desired route. For example, if a market
participant plans to introduce a new order routing system, it could use a
‘simulated trading environment’ to make sure that the system is
properly connected to relevant market operators and data providers.
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() Conformance testing—Designed to determine whether a system meets
predefined standards, and that quality assurance standards are being
met. For example, standards can be the FIX protocols and
specifications. Conformance testing should include interoperability
testing and confirmation of associated internal procedures. It should
also include testing for compliance with the market participant’s
obligations under the Corporations Act and market integrity rules.

(d) Regression testing—Detects potential problems in existing functional
and non-functional areas of a system after changes and/or enhancements
have been made. For example, when undertaking system enhancements,
the market participant should review relevant legacy code and
infrastructure to evaluate the compatibility of the system changes with
existing software and hardware.

Review and change of critical business services
arrangements

Periodic review of a market participant’s critical business services
arrangements is fundamental to ensuring the continued resilience, reliability,
integrity and security of critical business services. It is also important to
review that the arrangements remain within the risk appetite and risk
tolerance levels of the market participant. The monitoring and review of
arrangements should be proportional to the nature, scale and complexity of
the business: see RG 104 at RG 104.21-RG 104.22.

At a minimum, market participants must review their critical business
services arrangements following each material change to their critical
business services and at least once every 12 months and apply necessary
changes: Rule 8B.2.1(3).

The board or senior management of the market participant should have
oversight of the review.

Documentation of arrangements

Market participants must document their critical business services
arrangements, the scope and results of each review, and changes made to the
arrangements.

Change management of critical business services

Poor implementation of a new critical business service or a poorly managed
material change to an existing critical business service may adversely affect
clients, other market participants, market operators and the operators of
licensed CS facilities. It can also affect the fair, orderly and transparent
operation of the market.
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RG265.652 Market participants must have adequate arrangements to ensure they
continue to comply with Rule 8B.2.1(1) following the implementation of a
new, or change to an existing, critical business service: Rule 8B.2.2.
Adequate arrangements include, but are not limited to, testing of a new
critical business service or material changes to an existing critical business
service: Rule 8B.2.2(2)(a). The testing of new or material changes to
existing critical business services should include testing of related changes to
processes, technology, data and infrastructure, and consider the effect on
stakeholders relying on the critical business service. Testing should occur
before the live implementation of a new critical business service or material
changes to an existing critical business service.

RG265.653 Where appropriate, adequate arrangements may also include implementation
of a recovery point mechanism. Such a mechanism enables market
participants to ‘roll back’ to a functional pre-change point, following the
implementation of a new critical business service or material changes to an
existing critical business service.

RG265.654 Market participants must have arrangements for communicating with persons
who may be materially impacted by the implementation of a new critical
business service, or a material change to an existing critical business service,
to ensure they are adequately informed about the nature, timing and impact of
the implementation a reasonable time before it occurs: Rule 8B.2.2(2)(b).
What is a reasonable time will depend on the nature, complexity and impact of
the change, including on clients and other third parties.

RG 265.655 Market participants’ arrangements must also include arrangements for
ensuring, to the extent reasonably practicable, that persons that may be
materially impacted by the implementation or change are adequately
prepared before it occurs: Rule 8B.2.2(2)(c). Market participants should
factor in the impact of the change on clients and other third parties, and
allow sufficient time for any system or process changes that these persons
need to make.

Material change

RG 265.656 When determining what constitutes a ‘material change’, market participants
should consider the change in the context of the nature, scale and complexity
of their business.

RG 265.657 Material changes to critical business services could include, but are not
limited to:

(a) 1implementing a new critical business service or ceasing an existing
critical business service;

(b) outsourcing a new or existing critical business service;

(c) bringing in-house a previously outsourced critical business service;
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(d) making changes to an existing critical business service that may
materially affect the users of the market participant’s services;

(e) implementing hardware upgrades and software updates that, in the
event of an unsuccessful go-live:

(i would or would be likely to cause significant disruption to the
market participant’s operations or materially impact the
participant’s services; or

(i) may materially impact persons such as other market participants,
market operators and the operators of licensed CS facilities; and

() making changes that, in the event of an unsuccessful go-live, may
require the activation of the market participant’s business continuity
plan.

Adequate change management arrangements mitigate the risk of market
disruptions and adverse impacts caused by failures of critical business
services.

Outsourcing of critical business services

Market participants may enter into an outsourcing arrangement with a
service provider under which the service provider will provide, operate or
support their critical business services.

The range of outsourcing arrangements covered by Rule 8B.2.3 is
intentionally broad. The service provider may be a related party within the
corporate group or an unrelated third party. Outsourced critical business
services may be provided domestically, from an offshore location or a
combination of both.

Critical business services that are commonly subject to an outsourcing
arrangement include, but are not limited to:

(a) order acceptance, routing and entry using trading platforms supplied by
third-party vendors;

(b) clearing and settlement of transactions;

(c) accounting for or reconciling client money and trust accounts conducted
by a third-party custodian; and

(d) regulatory data reporting.

Market participants that outsource tasks (including their critical business
services) related to their AFS licence will remain responsible for complying
with their licence obligations under s769B. RG 104 provides further
information for licensees on their obligations when outsourcing tasks: see
RG 104.33-RG 104.36

Note: Market participants considering outsourcing arrangements for critical business
services may also refer to IOSCO Principles on outsourcing (PDF 639 KB), final report,

© Australian Securities and Investments Commission September 2026 Page 165


https://asic.gov.au/regulatory-resources/find-a-document/regulatory-guides/rg-104-afs-licensing-meeting-the-general-obligations/
https://www.iosco.org/library/pubdocs/pdf/IOSCOPD687.pdf

ATTACHMENT 1 to CS 63 /REGULATORY GUIDE 265: Guidance on ASIC market integrity rules for participants of securities
markets

October 2021. APRA-regulated entities should refer to-Prudential Standard CPS 230
Operational risk management, which sets out standards for managing material service
provider arrangements.

RG 265.663  ASIC has provided relief from some of the outsourcing arrangement
obligations, where supply of energy or communications services may have
been identified as critical business services (4S/C Market Integrity Rules
(Securities Markets) Class Waiver 2025/512). Technology systems and
associated technology infrastructure (e.g. physical and virtual data centres)
provided by specialist third parties are not covered by the waiver. Reliance
on the waiver should be documented for relevant areas of the obligations. It

is good practice to continue to meet the requirements to the extent possible.

Due diligence inquiries

RG 265.664 Before entering into an outsourcing arrangement, market participants must
conduct due diligence inquiries to ensure the service provider has the ability
and capacity to provide the services effectively: Rule 8B.2.3(1)(a). When
renewing or materially modifying an existing outsourcing arrangement,
market participants should make inquiries to ensure the service provider
continues to have the ability and capacity to provide the services effectively,
reliably, continuously and to a high standard.

RG 265.665 Market participants should exercise due care, skill and diligence in the
selection of service providers. This should include consideration of the
service provider’s technical, financial and human resources and capability.
The participant should also consider the service provider’s capability on
information security, business resilience, continuity and disaster recovery, as
well as any dependencies, conflicts and risks.

RG 265.666 The due diligence inquiries to be made under Rule 8B.2.3(1)(a) may be
different depending on whether the outsourced arrangement is with a
wholly-owned group entity or a third-party service provider. Where the
outsourced arrangement is with a wholly-owned group entity based outside
Australia there may be more focus on added risk that the market participant
may not be able to exercise the same level of oversight—for example, due to
time zone differences, language barriers and whether the overseas-based
wholly-owned group entity is familiar with Australian legislative
requirements.

RG 265.667 In outsourcing arrangements with other service providers (including with a
related body corporate that is not a wholly-owned group entity) there may be
more focus on the contractual arrangements between the participant and the
service provider and validating, through appropriate reference checks, the
competence and reliability of the service provider.

RG 265.668 When outsourcing arrangements are undertaken on a cross-border basis,
market participants should consider due diligence to address additional
risks—for example, to maintain confidentiality of client information and
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whether any laws in the service provider’s jurisdiction would obstruct or
frustrate the ability of the market participant or ASIC to obtain prompt
access to books and records.

Legally binding agreement

RG265.669 Market participants must ensure that the outsourcing arrangement is contained
in a legally binding agreement between the market participant and the service
provider: Rule 8B.2.3(1)(b). The agreement must provide, among other things,
for the orderly transfer of services to the market participant or another service
provider in the event of termination of the arrangement: Rule 8B.2.3(1)(b)(iv).
The agreement should clearly define the ownership of intellectual property and
provide specifications relating to the transfer of information to the market
participant or the new service provider, as instructed by the market participant
following the termination of the outsourcing arrangement. The agreement
should also include an obligation for the service provider to assist and provide
full support for the successful and complete transition following the
termination of the outsourcing arrangement.

RG 265.670  Additional safeguards can be implemented in the contractual arrangements
between market participants and service providers. For example, market
participants may also like to consider including provisions that:

(a) terminate the contract if the service provider subcontracts services
material to the outsourcing arrangement;

(b) allow the market participant to grant approval before the service
provider subcontracts services material to the outsourcing arrangement;

(c) require the service provider to provide periodic assurance about the
adequacy of their physical and cyber security controls and resilience
capability;

(d) require the service provider to give a copy of its business continuity
program to the market participant; and

(e) permit the market participant to make periodic onsite visits to the
service provider’s premises to assess whether it is meeting its
obligations.

Monitor the performance of the service provider

RG 265.671 Market participants must monitor the performance of the service provider to
ensure it is providing, and continues to provide, the services effectively and
has the ability and capacity to continue to provide those services effectively:
Rule 8B.2.3(1)(c). Market participants should have written supervisory
procedures that set out how they will monitor and oversee the outsourced
tasks provided by service providers.
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RG 265.672

RG 265.673

RG 265.674

RG 265.675

RG 265.676

RG 265.677

The written supervisory procedures may be part of an overall framework for
managing outsourcing arrangements. However, the framework should
document, for each service provider, the required service level and have
clearly defined metrics to measure the service level provided, including on
emergency procedures, disaster recovery and contingency plans. This will
also support the market participant’s assessment of, and reporting to
management on, the quality of tasks performed by the service provider.

Market participants should have measures for the service provider to
identify, record and remediate instances of failure to meet contractual
obligations or unsatisfactory performance and to report such instances to the
market participant in a timely manner.

Market participants may also consider the use of internal and/or external
auditors to monitor, assess and report on performance and controls over
confidential information or client data.

Market participants should deal appropriately with any actions by service
providers that breach outsourcing arrangements or compromise the
participant’s ability to comply with the market integrity rules and the law.

Conflicts of interest

Market participants must also have in place adequate arrangements to identify
and manage any conflicts of interest which have been identified or could arise
between the market participant and the service provider. This includes any
conflicts involving subcontractors and related entities of the market
participant, service provider and any subcontractor: Rule 8B.2.3(1)(d). The
legally binding agreement between the service provider and the market
participant must require a service provider to notify a market participant
before it subcontracts services to another provider: Rule 8B.2.3(1)(b)(ii).
Therefore, market participants should be able to identify and manage any
potential conflicts of interests relating to subcontractors as they would
ordinarily identify and manage potential conflicts relating to the service
provider.

Access to books, records and other information

Market participants must ensure that they and their auditors are able to
promptly, on request, access books, records and other information of the
service provider relating to the critical business services: Rule 8B.2.3(1)(f).
They must also ensure that ASIC has the same access that it would have if
not for the outsourcing arrangement: Rule 8B.2.3(1)(g). This may be
achieved through specific terms in the legally binding outsourcing agreement
with the service provider. The terms could prevent the service provider from
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RG 265.679

RG 265.680

RG 265.681

RG 265.682

RG 265.683

deleting the records or otherwise making them unavailable, including in the
event of non-payment of fees and charges by the market participant.

Market participants should test that their books, records and other
information are readily accessible as expected. For example, market
participants may do so by requesting, from time to time, access to certain
books, records and other information of the service provider.

Where the outsourced tasks do not relate to critical business services, we
encourage market participants to consider the appropriateness of applying
the principles in Rule 8B.2.3 as a matter of good practice.

Attestation requirement

Market participants must ensure, for each outsourcing arrangement entered
into after 10 March 2023 (including when an existing outsourcing
arrangement is renewed or materially changed after 10 March 2023), that the
board or a director or senior manager have confirmed that they complied
with the market participant’s obligations in Rule 8B.2.3(1) and have made

a written attestation to that effect: Rule 8B.2.3(1)(h).

A market participant may use an internal governing body able to make
decisions, approve or oversee a market participant’s outsourcing
arrangements to confirm whether a market participant has complied with the
participant’s obligations under Rule 8§B.2.3(1). Examples of such a body are
a steering or oversight committee for outsourcing, a risk management
committee or an audit committee (at board or management level). In these
examples, the written attestation may be made by a member of one of the
above committees, or by a director of the market participant’s board or a
senior manager with relevant expertise and oversight.

The written attestation should be made each time a market participant enters
into a new outsourcing arrangement with a service provider. This includes
when a market participant renews or materially modifies an existing
outsourcing arrangement with a service provider.

Outsourcing involving cloud computing services

We consider that using a cloud service provider is a form of outsourcing that
involves specific risks and issues. Market participants should consider these
risks and issues and apply appropriate safeguards to manage them. These
risks and issues include, but are not limited to:

(a) the shared responsibility model, which may require the allocation of
roles and accountabilities between the market participant and the cloud
service provider;
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(b)

(©)

(d)

(©

¢

(2)

(h)

different types of cloud services, including exposure to environments
that are available to a range of entities (e.g. the ‘public cloud’ versus the
‘private cloud’);

the information security arrangements that are applied to information
stored in the cloud;

the jurisdictions in which the cloud service provider’s data centres are
located;

the jurisdictions from which the cloud service provider’s services are
supported (e.g. there may be a ‘follow-the-sun’ service model) by
technical staff;

the legal jurisdiction that applies to the contractual arrangements with
the cloud service provider;

market participants’, auditors’ and regulators’ access to data stored in
the cloud, including any privacy limitations on accessing and using
information about individual persons;

circumstances where the service provider is unable to provide an
orderly transfer of services following unexpected termination of the
outsourcing arrangement; and

the lack of visibility of the controls implemented by the cloud service
provider.

Information security

RG 265.684 Market participants may hold or receive a range of information, including
information received from their clients and external parties. This may
include sensitive, confidential and personal information. Market participants
must protect their information assets from unauthorised access, theft, loss or
corruption. This helps to address concerns relating to cyber-attacks and

privacy requirements.

RG265.685 Rules 8B.3.1(1) and (2) require market participants to have adequate
arrangements to ensure the confidentiality, integrity and availability of
information obtained, held or used by the market participant in relation to its
operations and services. This includes:

@

(b)

(©)

arrangements to identify and document information assets that are
integral to the provision of the participant’s operations and services;

controls (including automated controls) designed to prevent
unauthorised access to information assets;

controls for identifying, assessing, managing and monitoring for
unauthorised access to information assets; and
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(d) arrangements designed to protect information assets from theft, loss or
corruption.

RG 265.686  Information assets include information and information technology,
including software, hardware and data (both soft and hard copy).

RG265.687 Market participants must also have arrangements for preventing
unauthorised access to or use of their critical business services:
Rule 8B.2.1(2)(d). These arrangements may include appropriate security
policy frameworks that safeguard critical business services against
unauthorised use, modification, damage or loss.

RG 265.688 A market participant must maintain, for a period of at least seven years after
the relevant event, records of any:

(a) unauthorised access to or use of its critical business services that
impacts the effective operation or delivery of those services; or

(b) unauthorised access to or use of market-sensitive, confidential or
personal information: Rule 8B.3.1(5).

RG 265.689 Market participants are not required to retain all of their IT logs (such as user
activity logs) for at least seven years. However, when a market participant
becomes aware of unauthorised access to or use of the above services or
information, it should retain whatever written records it makes about the
relevant event and, where possible, retain the relevant IT logs associated
with the unauthorised access.

Roles and responsibilities

RG265.690 A market participant should maintain an information security policy
framework commensurate with its exposures to vulnerabilities and threats. A
market participant should classify its information assets, including those
managed by related parties and third parties, by criticality and sensitivity.

RG 265.691 A market participant’s information security arrangements should set out the
responsibilities of all parties who have an obligation to maintain information
security.

RG 265.692 A market participant should clearly define the information security roles and
responsibilities of:
(a) the board;
(b) senior management;
(c) governing bodies; and
(d) individuals with responsibility for decision making, approval, oversight,

operations and other information security functions.

RG 265.693 A market participant should maintain an information security capability
commensurate with the size and extent of threats to its information assets,
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and that enables the continued sound operation of the entity. To determine
the size and extent of threats, a market participant should consider the degree
to which an information security incident affecting an information asset has
the potential to impact market participant services and operations.

RG265.694 Those responsible for information security should ensure that the market
participant maintains the information security capability in this manner.

RG265.695 A market participant should actively maintain its information security
capability in response to changes in vulnerabilities and threats, including those
resulting from changes to information assets or its business environment.

Controls in relation to information assets

RG265.696 A market participant should have information security controls to protect its
information assets, including those managed by related parties and third
parties. The controls should be designed to prevent unauthorised access to
information assets and to protect information assets from theft, loss or
corruption. These controls should be commensurate with:

(a) vulnerabilities and threats to the information assets;
(b) the criticality and sensitivity of the information assets;
(c) the stage at which the information assets are within their life cycle; and
(d) the potential consequences of an information security incident.

RG 265.697 Market participants should consider implementing access controls to their
information assets. Controls include, but are not limited to:

(a) authorisation for remote access being determined on a user-by-user
basis and business requirements;

(b) validation and review of access rights on a regular basis;

(c) traceable audit trails and logs for access to critical systems;

(d) multi-factor authentication for remote access; and

(e) ringfenced security, isolated networks or ‘air gaps’ for those critical

systems that should not be accessed remotely.

RG 265.698 Market participants that have adopted or expanded remote working
arrangements should ensure supervision and controls remain effective for
staff who are working remotely. They should also enhance supervision and
controls where necessary to mitigate additional risks.

RG 265.699 A market participant should test the effectiveness of its information security
controls through a systematic testing program.

© Australian Securities and Investments Commission September 2026 Page 172



ATTACHMENT 1 to CS 63 /REGULATORY GUIDE 265: Guidance on ASIC market integrity rules for participants of securities
markets

Availability of access to data

RG265.700 Market participants must have adequate arrangements to ensure the
availability of access to data obtained, held or used by the participant in its
operations and services: Rule 8B.3.1(3).

RG 265.701 Market participants should have adequate arrangements and controls to
ensure availability of access to data in the event of either physical or
electronic information security incidents. Adequate arrangements include,
but are not limited to:

(a) access controls through encryption, firewalls, password and/or
electronic keys, and network segregation;

(b) monitoring access to data through authentication mechanisms and
generation of audit trails to detect unauthorised access;

(c) intrusion prevention and detection systems that allow the market
participant to detect, analyse and alter possible cyber-security threats; and

(d) appropriate training programs educating staff on cyber-security threats.

RG 265.702  AFS licensees must also comply with the obligation to have adequate
resources, including financial, technological and human resources, to
provide the financial services covered by their licence and carry out
supervisory arrangements: see s912A(1)(d). This includes having adequate
technological resources to enable the licensee to maintain client records,
maintain data integrity, and to protect confidential and other information.
Licensees should refer to RG 104 for guidance on how to comply with this
obligation: see RG 104.97-RG 104.100.

Note: APRA-regulated entities should also refer to Prudential Standard CPS 234
Information security, which includes requirements and guidance on information
security.

Backup and recovery of data

RG 265.703  Market participants must have adequate arrangements to provide for the
backup and timely recovery of data obtained, held or used by the market
participant in the event of any theft, loss or corruption of the data:

Rule 8B.3.1(4). Adequate arrangements may include, but are not limited to:

(a) data backups that mirror data stored in the primary data centre;
(b) geographically separate secondary data centres and/or offsite storage;
(c) assessment of the geographical area risks of the secondary data centre;

(d) penetration testing of the backup site to prevent backups from
compromise; and

(e) technical recovery tests to ensure data backups can be recovered.

Note: For insight into what constitutes timely recovery of data, market participants may
wish to refer to Section 2(d) of IOSCO, Market intermediary business continuity and
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recovery planning (PDF 321 KB), CPS 234 and additional resources such as the
Information security manual published by the Australian Cyber Security Centre
(ACSO).

Business continuity plans

RG 265.704 A market participant must establish, implement and maintain business
continuity plans for effectively responding to a major event. A major event is
an event that would or would be likely to cause significant disruption to the
market participant’s operations or materially impact their services:

Rule 8B.4.1(1). The plans must enable the continuity of the market
participant’s usual operations and services, including of critical business
services, during a major event. Where continuity is not possible, the plans
must enable the timely and orderly restoration of those usual operations
following the event.

RG 265.705 The plan implemented by the market participant should include clearly
defined roles and responsibilities to ensure that the appropriate resources and
correct processes are deployed in response to a major event.

RG265.706  For a critical business service that is the subject of an outsourcing
arrangement, a market participant must have in place adequate arrangements
to ensure it can carry out its business continuity plan for that service. A
market participant may, subject to appropriate due diligence, rely on the
service provider’s business continuity plan (including any back-up or
redundancy arrangements). In such situations, the service provider’s plans
should be referred to in the market participant’s plan. When a market
participant relies on a service provider’s business continuity plan for a
critical business service, the participant remains responsible for ensuring that
the plan satisfies its obligations under the Securities Markets Rules.

Identifying possible major events

RG 265.707 Under Rule 8B.4.1(4), business continuity plans must identify and address,
among other things:

(a) the types of major events that may impact a market participant’s
operations and services; and

(b) their potential impact on the market participant’s critical business
services, operations and services, including classifying the potential
severity of the impacts and the escalation procedures that are
appropriate to the classification.

RG 265.708 It must also be clear what actions, arrangements and resources are required,
and specific objectives for the time taken, to provide continuity of operations
or to quickly restore services. For example, this may involve teams triaging
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events according to pre-defined metrics and escalating the event to the
appropriate crisis management team.

RG 265.709 Major events might include a significant internal system failure, a pandemic,
a natural disaster, an outage of a critical infrastructure provider (such as a
market operator or operator of a CS facility), the failure or corruption of a
critical third-party service (such as a market data provider), or a significant
cyber-security threat.

RG265.710 A pandemic can have a global impact for significant periods of time. While a
pandemic may not cause physical damage to property and assets like a
natural disaster, it can threaten the health of key personnel and demand a
special level of consideration.

Note: For further guidance on the operational resilience of trading venues and market

intermediaries during the COVID-19 pandemic, market participants may wish to refer
to IOSCO, Operational resilience of trading venues and market intermediaries during
the COVID-19 pandemic & lessons for future disruptions (PDF 654 KB), final report,
July 2022.

RG265.711 Undertaking a business impact analysis will help market participants identify
the potential likelihood of a major event occurring and the impact a major
event may have on the market participant.

RG 265.712 Market participants may apply thresholds to levels of disruption and impact
as part of their business impact analysis and in identifying possible major
events. Market participants should also consider potential impacts on clients,
other participants and market integrity. Plans for timely and orderly
restoration of usual operations following a major event should be reflected in
the critical business services arrangements.

RG 265.713 Mapping assets and dependencies (including third parties and financial
market infrastructures) will also help market participants to identify potential
impacts when a dependency is unavailable, so they can develop appropriate
workaround actions.

Appropriate to the nature, scale and complexity of their
business

RG265.714 Market participants must implement business continuity plans that are
appropriate to the nature, scale and complexity of their business. Market
participants operating on a regional or global scale should ensure business
continuity plans address major events at the appropriate level:

(a) Local response to a major event—when the event has a local impact
only (e.g. a localised event that affects only part of a building or a
single building), such as a fire at the primary site;
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(b) Wide area response to a major event—when the event affects both the
primary site and alternative site within a region, such as an earthquake
or wide area flooding; and

(c) Regional response to a major event—when the event affects two or
more countries within a region, such as a pandemic, nuclear accident or
the onset of war.

RG 265.715 Market participants should consider their business risk appetite when
deciding what, if any, redundancy arrangements are needed for critical
business services.

RG 265.716 Market participants may consider establishing alternative sites for critical
business services that have the same basic capabilities of primary sites
including for required infrastructure, hardware and software (e.g. data
centres). Any alternative site should be a safe distance from any primary site
to mitigate any reasonably foreseeable event likely to impact the availability
of all sites simultaneously.

RG 265.717 In some cases, employees working remotely may be a resilient and workable
alternative option. However, if this is not a solution for all employees and
functions, business continuity plans should provide for an alternative
location. Market participants should also consider the risks associated with
remote working arrangements and implement appropriate controls to address
these risks.

Communication during a major event

RG265.718 A disruption or outage to a market participant’s critical business services can
impact:

(a) their clients;
(b) other market participants;
(c) counterparties; or

(d) those dependent on the market participant for their critical business
services, who require access to these services to carry out their
activities.

RG 265.719 Market participants’ business continuity plans must include procedures for
communicating during a major event with persons who may be impacted to
ensure they are adequately informed: Rule 8B.4.1(4)(h). The communication
must include the nature of the event, the steps that are or will be taken (and
their likely timing) to manage the event, and the likely timing of the
resumption of usual operations. The form of communication should be
consistent with how the recipients would reasonably expect the market
participant to communicate with them during such events.
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RG265.720 A market participant’s communication procedures should address required
communications with financial authorities in other jurisdictions in the event
of major operational disruptions with cross-border implications.

Notification of a major event

RG 265.721 Market participants must notify ASIC immediately on becoming aware of a
major event: Rule §B.4.1(6). ‘Immediately’ means promptly and without
delay. We would consider a market participant to be acting promptly and
without delay if it notifies ASIC as quickly as possible in the circumstances
and does not defer or postpone the notification. We also request that the
participant notify ASIC when operations return to normal.

RG 265.722 The market participant must also give ASIC a written report within seven
days. The report must set out the circumstances and the steps taken by the
market participant to respond to the major event: Rule 8B.4.1(7). The
following elements should be set out in the report:

(a) the circumstances of the major event—including, for example:
(i) how it was identified;
(i) the cause;

(iii) the impact of the event on the usual operation of the critical
business services; and

(iv) the affected parties (e.g. clients, other market participants, market
operators or operators of licensed CS facilities); and

(b) the steps taken to manage the major event—including, for example:

(i) the escalation procedures for responding to the event, and the
board members and senior management involved;

(i) any changes to management structure or supervisory policies and
procedures during or after the event;

(iii) the actions, arrangements and resources to respond to the event
(including any documentation arising from the formation or
invocation of a crisis management team or plan);

(iv) the timeframe for the expected return to normal operations; and
(v) any actions to remediate affected parties.
RG265.723  Following submission of the written report to ASIC, we encourage market

participants to notify ASIC if there are any significant changes to the matters
outlined in the written report.
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Review, update and testing of plans

RG265.724 Market participants must review, test and update their business continuity
plans from time to time. At a minimum, to ensure the plans remain effective,
market participants must review, test and update them:

(a) each time there is a material change to the operations, services or
critical business services, or to the participant’s structure and location;

(b) as soon as practicable after a major event; and

(¢) once every 12 months (Rule 8B.4.1(8)).

RG 265.725 Plan testing should identify weaknesses, develop experience in managing
major events and strengthen the business continuity plan.

RG265.726  Scenario testing should be designed to cover a variety of major events and
recovery scenarios. This should go beyond partial scenarios, where only
specific components of business continuity plans are tested (like offsite tests
that only involve switching off the main system to operate the backup
system). Better practice is that tests should incorporate full-scale simulated
‘real life, end-to-end’ scenarios that test all aspects of the business continuity
plan, including the initial response and invocation, recovery and continuity,
and return to normal operation phases.

RG265.727 Business continuity testing should include market participants considering
all the resources and facilities required to conduct the testing and confirming
their availability—for example, physical infrastructure, equipment and
personnel. Market participants should also consider the efficacy of a
business continuity plan before testing—a full-scale test of a plan with
limited development may itself lead to a disruption.

RG 265.728 Whenever practical and useful, we recommend that market participants
participate in industry-wide or cross-border testing with other intermediaries
and stakeholders. This testing should include mock drills (simulation
exercises) to test the effectiveness of their business continuity plan. Senior
management should review results of business continuity plan assessments
and, where appropriate, make the necessary changes to the business
continuity plan.

RG 265.729  Business continuity plans are generally temporary in nature. Prolonged use
of these plans may require more frequent updates and testing. Further, the
occurrence of a major event may warrant revisiting these plans and making
more permanent changes to governance and oversight frameworks.

Documentation of plans and testing

RG265.730 Market participants must maintain documentation of their business
continuity plans and the scope and results of all reviews and testing required
under the rules: Rule 8B.4.1(9). The documentation must be maintained for a
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period of seven years from the date created or last amended, whichever is
later. From time to time, we may request this documentation. Examples of
documentation that should be maintained include, but are not limited to:

(a) playbooks detailing responses to major events;
(b) terms of reference for crisis management committees;
(c) business continuity communication plans; and

(d) results of business continuity testing and failover resilience testing.

Note 1: Market participants may wish to refer to IOSCO, Market intermediary business

continuity and recovery planning (PDF 321 KB), final report, December 2015 and

10SCO, Thematic review on business continuity plans with respect to trading venues
and intermediaries (PDF 556 KB), final report, May 2021.

Note 2: Market participants should also consider certifying their business continuity
plans against ISO 22301:2019. APRA-regulated entities should also refer to CPS 230,
which includes information on business continuity.

Governance

RG 265.731 Market participants must have appropriate governance arrangements and
adequate financial, technological and human resources to comply with their
obligation under Chapter 8B: Rule 8B.5.1(1).

RG265.732  Oversight and accountability for critical business services and business
continuity should come from the highest levels within market participants.
Market participants must have arrangements for their board or senior
management to oversee the establishment, implementation, maintenance,
review, testing and documentation of the business continuity plans: Rule
8B.5.1(2).

RG 265.733  Persons with responsibility for oversight are generally those able to exert
significant influence over the management of the business operations.
Examples of appropriate levels of seniority include, but are not limited to:

(a) adirector of the organisation;
(b) amember of the board of the organisation; and

(c) individuals who make, or participate in making, decisions that affect the
whole or a substantial part of the organisation.

Note: See the definition of ‘director’ and ‘senior manager’ in s9.

RG 265.734  Whether a person might be considered as having the appropriate level of
seniority will depend on the size and nature of the business. This may
include a senior manager with responsibility for oversight of the relevant
critical business service and/or business continuity plans.
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RG265.735 The board or senior management should provide effective oversight and
regularly assess whether the market participant has adequate financial,
technological and human resources to comply with its obligations under
Chapter 8B.
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Appendix 1: Guidance notes

RG265.736  Table 26 lists the old ASX guidance notes (GN) that remain relevant to the
Securities Markets Rules.

Table 26: Old ASX guidance notes that are relevant to the Securities Markets Rules

Number

GN 1

GN 3

GN 4

GN 5

GN 8

GN 11

GN 12

GN 13

GN 23

GN 29

GN 31

GN 32

GN 33

GN 37

Title

Prevention of manipulative trading

Reporting to clients—Confirmations

New clients

New clients—Electronic client agreements for derivatives market transactions
Insurance requirements

Client order priority

Client money and property—Client funds deposited with third parties
Prohibition of advice to clients

New clients or clients trading in new products for the first time—Dispatch of ASX explanatory
booklets

Managed discretionary accounts

Client agreements—Requirements: The requirement for participants to enter into client
agreements with clients

Bulk authorisation of index arbitrage orders in ITS
Trading records

Maintenance of an orderly market when closing out settlement failures

Note 1: Relevant guidance in GN 6 Management requirements, GN 7 Management requirements—Good fame and character
and GN 27 Ongoing compliance and supervision—Responsibilities of responsible executives, has been incorporated into this
regulatory guide. These guidance notes have been removed from Table 26.
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Appendix 2: Superseded guidance

RG265.737 This guide consolidates relevant guidance previously found in:

(@)

(b)

(©)

(d)

(e)

®

superseded Regulatory Guide 214 Guidance on ASIC market integrity
rules for ASX and ASX 24 markets, issued July 2010, reissued August
2010, February 2014, May 2015 and November 2015;

superseded Regulatory Guide 215 Guidance on ASIC market integrity
rules for IMB, NSXA and SIM VSE markets, issued 20 November 2015;

superseded Regulatory Guide 223 Guidance on ASIC market integrity
rules for competition in exchange markets, issued 4 May 2015 (see
Sections G, 1, J, K, L and M);

Note: See also Regulatory Guide 172 Financial markets: Domestic and overseas
operators (RG 172) for guidance previously found in superseded Regulatory Guide 223.

superseded Regulatory Guide 224, Guidance on ASIC market integrity
rules for Chi-X and APX markets, issued 20 November 2015;

superseded Regulatory Guide 226 Guidance on ASIC market integrity
rules for capital and related requirements: ASX, ASX 24, Chi-X and
APX markets; and

superseded Regulatory Guide 238 Suspicious activity reporting.
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Key terms

Term
ACI
ACN
ACSC

ADI

AFS licence

AFS licensee

agency
Al

algorithm/algorithmic
trading

algorithmic program

AML/CTF Act

AML reporting
legislation

API

arbitrage

ARBN

Meaning in this document
Australian Compliance Institute
Australian Company Number
Australian Cyber Security Centre

An authorised deposit-taking institution—a corporation
that is authorised under the Banking Act 1959. ADIs
include:

¢ banks;
* building societies; and

» credit unions

An Australian financial services licence under s913B of
the Corporations Act that authorises a person who carries
out a financial services business to provide financial
services

Note: This is a definition contained in s761A.

A person who holds an AFS licence under s913B of the
Corporations Act

Where a market participant acts on behalf of a client
Artificial intelligence

Electronic trading activity where specific execution
outcomes are delivered by predetermined parameters,
rules and conditions

Automated strategies using programmable logic/system-
generated orders (rather than human-generated orders)
based on a set of predetermined parameters, logic rules
and conditions. These include algorithmic trading,
automated order generation, high-frequency trading and

automated market making

Anti-Money Laundering and Counter-Terrorism Financing
Act 2006

Section 41 of the AML/CTF Act and s16 of the FTR Act

Application programming interface

The process of seeking to capture pricing inefficiencies
between related products or markets

Australian Registered Business Number
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Term
ARSN

associate

ASIC

ASX

ASX guidance notes

ASX Market Rules

ASX Operating Rules

AUSTRAC

Australian domestic
licensed financial
market

Australian market
licence

best available bid and
offer

best bid or offer

best execution

bid—ask spread

block trade

buy-side

Capital Rules

Meaning in this document
Australian Registered Scheme Number

Any director, officer, employee or associated or related
company of a person

Australian Securities and Investments Commission

ASX Limited (ACN 008 624 691) or the exchange market
operated by ASX Limited

Guidance notes providing assistance to ASX market
participants on ASX's interpretation of the former ASX
Market Rules

Previous operating rules made by ASX dealing with
activities or conduct of its market and of persons in
relation to the market

ASX’s operating rules, which replace the pre-existing
ASX Market Rules

Australian Transaction Reports and Analysis Centre—
Australia’s anti-money laundering and counter-terrorism
financing regulator and specialist financial intelligence unit

A financial market licensed under s795B(1) of the
Corporations Act

Australian market licence under s795B of the
Corporations Act that authorises a person to operate a
financial market

See ‘NBBO’

The best available buying price or selling price

Where a market participant achieves the best outcome
for its client

The difference between the best bid and the best offer

Has the meaning given by Rule 6.2.1 of the Securities
Markets Rules

Advising institutions typically concerned with buying,
rather than selling, assets or products. Private equity
funds, mutual funds, unit trusts, hedge funds, pension
funds and proprietary trading desks are the most
common types of buy-side entities

ASIC Market Integrity Rules (Capital) 2021—rules made
by ASIC under s798G of the Corporations Act
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Term
CFD

CGS depository
interest

Chapter 5A (for
example)

CHESS
CHESS HIN

conflict of interest

Corporations Act
Corporations
Regulations

court enforceable
undertaking

CP 145 (for example)
CPS 234 (for
example)

crossing

crossing system

Meaning in this document
A contract for difference

A depository interest in a security issued by the
Australian Government (e.g. Treasury Bonds and
Treasury Notes) that can be transferred through a
licensed CS facility

A chapter in the Securities Markets Rules (in this
example numbered 5A), unless otherwise specified

Clearing House Electronic Subregister System
CHESS Holder Identification Number

A direct or indirect pecuniary interest, or a direct or
indirect interest of any other kind, that could conflict with
the proper performance of the functions of a person in
relation to determining a matter

Note: See s124(1)(b) of the Australian Securities and
Investments Commission Act 2001.

Corporations Act 2001, including regulations made for the
purposes of that Act

Corporations Regulations 2001

A court enforceable undertaking that may be accepted by
ASIC under reg 7.2A.01 of the Corporations Regulations

An ASIC consultation paper (in this example numbered
145)

An APRA Prudential Standard (in this example numbered
234)

A type of transaction where the market participant is the
same for both the buyer and seller. The market
participant may be acting on behalf of the buying client
and the selling client, or acting on behalf of a client on
one side of the transaction and as principal on the other
side of the transaction

An automated service provided by a market participant to
its clients which matches or executes client orders with
orders of:

» the market participant (i.e. against the market
participant’s own account);

« other clients of the market participant; or
* any other person whose orders access the automated
service

These orders are not matched on an order book of a
licensed market
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Term

crossing system
operator

dark pool/venue

DEA

depository interest

equity market
products

equity securities

ETF

ETF special trade
(exchange-traded
fund special trade)

exchange market

Meaning in this document

A market participant that operates a crossing system in
financial products able to be traded on a market

Non-pre-trade transparent, electronically accessible pools
of liquidity

Direct electronic access—an arrangement between a
trading participant of a licensed market under which an
authorised person submits orders directly into the
licensed market using the trading participant’s trading
system. Also known as direct market access)

A financial product quoted on a market that confers on
the holder a beneficial interest in another financial
product (underlying product) to which it relates, where
legal title to the underlying product is held by a nominee
company on behalf of the holder

Shares, interests in managed investment schemes
(including ETFs), rights to acquire shares or interests in
managed investment schemes under a rights issue, CDIs
admitted to quotation on ASX, and transferable custody
receipts that are admitted to quotation under a market’'s
operating rules. CGS depository interests are not equity
market products

Has the meaning given by Rule 1.4.3 of the Securities
Markets Rules

Exchange-traded fund—a managed fund:
* the equity securities of which are:

— listed on a market;

— able to be traded on a market; or

— admitted to trading status as an AQUA Product or to
the AQUA Quote Display Board;

» with power and approval to continuously issue and
have quoted on the relevant market, equity securities in
the managed fund;

» which provides for the issue of new equity securities in
return for the subscriber transferring to the managed
fund a portfolio of securities, cash or a combination of
securities and cash; and

* for which the price of the underlying instrument is
continuously disclosed or can be immediately
ascertained

Has the meaning given to the term ‘ETF Special Trade’

by the operating rules of a market

A market that enables trading in listed products

Note: Not all exchange markets offer primary listings services.
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Term

execution venue

financial market

financial product

FSG

FTR Act

fully hidden order

GN 1 (for example)
high-frequency

traders

high-frequency
trading

indirect market
participant

Meaning in this document

An execution venue is a facility, service or location on or
through which transactions in equity market products and
CGS depository interests are executed and includes:

* each individual order book maintained by a market
operator;

* a crossing system; and

* a participant executing a client order against its own
inventory otherwise than on or through an order book
or crossing system. This includes an order book and
other matching mechanisms

Has the meaning given in s767A of the Corporations Act,
and includes facilities through which offers to acquire or
dispose of financial products are regularly made or
accepted

Generally, a facility through which, or through the
acquisition of which, a person does one or more of the
following:

* makes a financial investment (s763B);
* manages financial risk (s763C); and
* makes non-cash payments (s763D)

Note: See Div 3 of Pt 7.1 of the Corporations Act for the exact
definition.

A Financial Services Guide—a document required by
s941A or 941B to be given in accordance with Div 2 of
Pt 7.7 of the Corporations Act

Note: This is a definition contained in s761A.
Financial Transaction Reports Act 1988

An order on an order book that is not pre-trade
transparent

An ASX guidance note (in this example, numbered 1)

Traders that adopt a specialised form of algorithmic
trading characterised by the use of high-speed computer
programs

While there is not a commonly agreed definition of high-
frequency trading, we characterise it as:

* the use of high-speed computer programs to generate,
transmit and execute orders;

 the generation of large numbers of orders, many of
which are cancelled rapidly; and

* typically holding positions for very short time horizons
and ending the day with a zero position

A broker that is not itself a market participant, but that
accesses the market through a market participant
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Term

infringement notice

institutional investor

internalisation

o]

I0SCO

issuer

ISO 22301:2019 (for
example)

large portfolio trade

latency

LEI

limit order

liquidity

locked market/price

managed investment
scheme

Meaning in this document

An infringement notice issued under reg 7.2A.04 of the
Corporations Regulations

Advising institutions typically concerned with buying,
rather than selling, assets or products. The most common
types of institutional investors include private equity
funds, mutual funds, unit trusts, hedge funds, pension
funds and proprietary trading desks

Where a client order is transacted against a market
participant’s own account

Indication of interest—A non-binding, electronic
expression of trading interest that may contain
information such as the security name, capacity (agency
or principal), volume and price instructions to identify
potential counterparties

International Organization of Securities Commissions

In relation to a financial product able to be traded on a
market, the legal entity which issues the product

A standard of the International Standards Organisation (in
this example numbered 22301:2019)

A transaction that includes at least 10 purchases or sales,
the market participant acts as agent for both the buyer
and seller of the portfolio or as principal buys from or sells
to the client, and the consideration of each is not less
than $200,000 and the aggregate consideration is not
less than $5 million

An expression of how much time it takes for data to get
from one point to another

Legal Entity Identifier

An order for a specified quantity of a product as a
specified price or better

The ability to enter and exit positions with a limited impact
on price

Occurs when there is no spread because the best
available bid price and best available offer price are the

same (also the midpoint)

Has the meaning given in s9 of the Corporations Act
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Term

market

market impact

market integrity rules

market licence

market licensee

market manipulation

market order

market participant

MDA

MDP

negative commission

NBBO

NSXA

Meaning in this document

Any of:

¢ the ASX market;

¢ the NSXA market;
¢ the SSX market; or
* the TMX market

The effect on the formation of price, volume and market
depth created by order flow or trading activity. This
includes the associated cost incurred when the execution
price differs from the target price, or when the liquidity
required by the execution is different from the liquidity
available

Rules made by ASIC, under s798G of the Corporations
Act, for trading on domestic licensed markets

An Australian market licence

The holder of an Australian market licence

Note: This is a definition contained in s761A of the
Corporations Act.

Has the definition given in Pt 7.10 of the Corporations Act
An order at the best price currently available

A participant of a market

Note: Participant has the meaning given by s761A of the
Corporations Act.

A managed discretionary account

Markets Disciplinary Panel—ASIC’s Markets Disciplinary
Panel, through which we exercise our powers to issue
infringement notices and to accept court enforceable
undertakings in relation to breaches of the market
integrity rules

Where the cash payment to a recipient (for their client
order flow) is greater than the cost to the recipient (or to
their clients) of submitting that order flow

National best bid and offer—the highest bid (best buying
price) and the lowest offer (best selling price) for a
product that is available across all pre-trade transparent
order books at the time of the transaction. The best bid
and best offer may not necessarily be on the same order
book. It may be that the best bid is on the order book of
another market

National Stock Exchange of Australia Limited (ACN 000
902 063) or the exchange market operated by NSXA
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Term

off-order book trading
and transactions

operating rules

order book

origin of order

oTC

Part 4.3 (for example)

partly disclosed order

payment for order
flow

Pl insurance

post-trade
transparency

pre-trade
transparency

price formation

price step

professional investor

Pt 7.2A (for example)

Meaning in this document

Transactions that take place away from a central limit
order book and that are not pre-trade transparent. It is
often referred to as ‘dark liquidity’ or ‘upstairs trading’. It
includes bilateral OTC transactions and transactions
resulting from a market participant matching client orders
or matching a client order against the participant’s own
account as principal. When this type of trading is done in
an automated way and is part of a pool of liquidity, it is
referred to as a ‘dark pool’

Has the meaning given in s761A of the Corporations Act

An electronic list of buy orders and sell orders,
maintained by or on behalf of a market operator, on which
those orders are matched with other orders in the same
list

A type of order category that identifies trading capacity
and, if relevant, the type of client

Over the counter

A part of the Securities Markets Rules (in this example
numbered 4.3), unless otherwise specified

An order on an order book that is pre-trade transparent
with the exception of either price or volume

An arrangement where a person receives a payment from
another person in exchange for sending its clients’ order
flow to them. This can include payments between market
participants or other market intermediaries (such as
securities dealers or liquidity providers), or a combination
of both

Professional indemnity insurance

Information on executed transactions made publicly
available after transactions occur

Information on bids and offers being made publicly
available before transactions occur (i.e. displayed

liquidity)

The process determining price for a listed product
through the bid and offer trading process of a market

The difference in price of one tick size

A professional investor as defined in s9 of the
Corporations Act

A part of the Corporations Act (in this example, numbered
7.2A), unless otherwise specified
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Term Meaning in this document
reg 10.15.04 (for A regulation under the Corporations Regulations (in this
example) example, numbered 10.15.04), unless otherwise specified
reportable matter Where a market participant has reasonable grounds to

suspect that:

* a person has placed an order or entered into a
transaction on a market while in possession of inside
information; or

* atransaction, or an order transmitted to a trading
platform of a market, has or is likely to have the effect
of:

— creating an artificial price for trading in financial
products on a market;

— maintaining at a level that is artificial (whether or not
it was previously artificial) a price for trading in
financial products on a market;

— creating or causing the creation of a false or
misleading appearance of active trading in financial
products on a market; or

— creating or causing the creation of a false or
misleading appearance with respect to the market, or
price, for trading in financial products on a market

reportable situation Has the meaning given by s912D of the Corporations Act
or s50A of the National Consumer Credit Protection Act
2009

representative Means:

* an authorised representative of the licensee;
* an employee or director of the licensee;

* an employee or director of a related body corporate of
the licensee; or

* any other person acting on behalf of the licensee

Note: This is a definition contained in s910A of the
Corporations Act.

responsible market Where an equity market product is able to be traded on
operator more than one market, the responsible market operator is
the market operator determined in writing by ASIC

Where a CGS depository interest is able to be traded on
more than one market, the responsible market operator is
the CGS market operator determined in writing by ASIC

retail client A client as defined in s761G of the Corporations Act and
Div 2 of Pt 7.1 of the Corporations Regulations

RG 216 (for example)  An ASIC regulatory guide (in this example, numbered
216)

risk management Systems to identify, measure, control and monitor risks
systems
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Term

Rule 1.2.2 (for

example)

s795B (for example)

Securities Markets

Rules

sell-side

settlement

SOR

spread

SSX

tick size

TMX

total consideration

trade confirmation

trade report

Meaning in this document

A rule of the Securities Markets Rules (in this example
numbered 1.2.2), unless otherwise specified

A section of the Corporations Act (in this example,
numbered 795B), unless otherwise specified

ASIC Market Integrity Rules (Securities Markets) 2017—
rules made by ASIC under s798G of the Corporations Act

Firms that sell investment services to the buy-side, or
corporate entities, including broking—dealing, investment
banking, advisory functions and investment research

The exchange of payment and delivery for purchased
securities

Smart order router—An automated process of scanning
various execution venues to determine which venue will
deliver the best outcome on the basis of predetermined
parameters

The difference between the best bid and offer prices

Sydney Stock Exchange Limited (formerly Asia Pacific
Stock Exchange Limited) or the exchange market
operated by SSX

The minimum increment by which the price for an equity
market product or CGS depository interest may increase
or decrease

TMX Australia Exchange Pty Limited (formerly known as
Cboe Australia Pty Ltd and, before that, Chi-X Australia
Pty Limited)

For a buy order, the purchase price paid by a client in
respect of performance of a client order, plus transaction
costs; or for a sell order, the sale price received by a
client in respect of performance of a client order less
transaction costs

A legal document provided to clients which sets out the
terms of an executed transaction

For equity market products or CGS depository interests, a
report of post-trade information required to be made to a
market operator under the Securities Markets Rules

For any product other than an equity market product, a
CGS depository interest and an option market contract, a
report of information in relation to a transaction entered
into otherwise than by matching of orders on an order
book, required to be made to a market operator under the
operating rules of the relevant market
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Term Meaning in this document
trading halt or A temporary pause in the trading of a product for a
suspension reason related to market integrity, such as when an

announcement of price sensitive information is pending
(does not include a halt or suspension caused by a
technical problem, including a power outage, affecting a
market operator’s trading system)

trading participant A market participant that has trading permission in
respect of one or more financial products

trading pause A period during which the responsible market operator
must prevent orders from being matched or executed on
its market, but during which bids and offers may be
displayed, entered, amended and cancelled

undisclosed order A non-pre-trade transparent order

volatility Fluctuation in a product’s price
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Related information

Headnotes

ASX, CGS, CGS depository interest, crossing system, equity market
products, financial markets, front running, insider trading, licensed financial
markets, management structures, market integrity rules, market
manipulation, market operators, NSXA, participants, qualified privilege,
reportable situations, significant breach reporting, SSX, supervision,
suspicious activity, TMX

Regulatory guides

RG 51 Applications for relief

RG 78 Breach reporting by AF'S licensees and credit licensees

RG 79 Research report providers: Improving the quality of investment
research

RG 104 AF'S licensing: Meeting the general obligations

RG 105 AF'S licensing: Organisational competency

RG 146 Licensing: Training of financial product advisers
RG 166 AFS licensing: Financial requirements

RG 172 Financial markets: Domestic and overseas operators
RG 179 Managed discretionary account services

RG 181 AF'S licensing: Managing conflicts of interest

RG 216 Markets Disciplinary Panel

RG 221 Facilitating digital financial services disclosures

RG 266 Guidance on ASIC market integrity rules for participants of futures
markets

Consultation papers
CP 131 Proposed ASIC market integrity rules: ASX and SFE markets
CP 136 Markets Disciplinary Panel

CP 140 Responsible entities: Financial requirements
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CP 145 Australian equity market structure: Proposals
CP 148 Proposed market integrity rules: Chi-X market

CP 152 ASIC’s conversion of ASX and SFE guidance: General operational
obligations

CP 156 Retail OTC derivative issuers: Financial requirements

CP 161 Proposed ASIC market integrity rules for capital and related
requirements: ASX, ASX 24 and Chi-X markets

CP 168 Australian equity market structure: Further proposals

CP 179 Australian market structure: Draft market integrity rules and
guidance

CP 181 Retail trading in Commonwealth Government Securities
CP 202 Dark ligquidity and high-frequency trading: Proposals

CP 222 Reducing red tape: Proposed amendments to the market integrity
rules
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