NOTICE OF PROPOSED AMENDMENTS AND REQUEST FOR COMMENTS

TSXINC.

TSX Inc. (“TSX”) is publishing this Notice of Proposed Amendments and Request for Comments
in accordance with the “Process for the Review and Approval of Rules and the Information
Contained in Form 21-101F1 and the Exhibits Thereto” regarding amendments to the Toronto
Stock Exchange Rule Book (the “TSX Rules”) to reflect proposed changes to the existing Must-
Be-Filled (“MBF”) facility, as described below (the “Amendments”).

Market participants are invited to provide comments. Comments should be in writing and delivered
by September 14, 2026 to:

Linda Zhang
Legal Counsel, Regulatory Affairs
TMX Group
100 Adelaide Street West, Suite 300
Toronto, Ontario M5H 1S3
Email: tsxrequestforcomments@tsx.com

A copy should also be provided to:

Trading & Markets Division
Ontario Securities Commission
20 Queen Street West
Toronto, Ontario M5H 3S8
Email: TradingandMarkets@osc.gov.on.ca

Comments will be made publicly available unless confidentiality is requested. Upon completion of
the review by staff at the Ontario Securities Commission (“OSC”), and in the absence of any
regulatory concerns, a notice will be published to confirm approval by the OSC.

1. Background, Outline of the Amendments and Rationale

The MBF facility is a specialized TSX mechanism designed to support equity transactions
associated with offsetting expiring derivative positions. Market participants often obtain or hedge
equity exposure through derivatives rather than by directly buying or selling the underlying shares.
When a derivative expires, a participant may need to execute a corresponding transaction in the
underlying securities to offset the expiring exposure, unwind a related hedge, replace the
derivative exposure with a physical equity position, or transition between related positions.

For example, a dealer with an expiring index derivative may need to buy or sell a corresponding
basket of underlying securities at the market open. These transactions can involve significant
notional value and a large number of securities, and are generally driven by the expiry of an
existing derivative position rather than a new directional investment decision.



The MBF facility supports this activity through a specialized process that provides certainty that
eligible equity orders associated with derivative expiry will be executed at the market open. A key
feature of MBF orders is their locked-in nature. Once the order is submitted during the MBF order
acceptance window, the participant has certainty of execution and cannot simply withdraw the
order in response to subsequent market movements. This execution certainty is important
because the related derivative position is expiring at the same time. Without execution of the
corresponding equity transaction, a participant could be left with unintended market exposure or
an incomplete hedge. Given the specialized and locked-in nature of the facility, MBF eligibility has
historically been subject to prescribed requirements intended to ensure that it is used for expiry-
related derivatives activity.

(1) Current MBF Facility

MBF eligibility is set out in the TSX Rules. Currently, TSX Rule 4-1003 (Offsetting Orders on
Expiry) contemplates that orders in securities that offset an expiring index derivatives position, or
that substitute an equities position for an expiring index derivatives position, will be entered as
prescribed by TSX.

TSX Policy 4-1003 provides that for the purposes of TSX Rule 4-1003, a program trade is currently
defined as a simultaneous trade executed on the expiry date of an option or future, in securities
representing at least 70% of the component share weighting of an index, where the trade offsets
a pre-existing futures or options position with the index as the underlying interest. A program trade
is eligible for MBF treatment.

Per the above rules and policies, the existing MFB facility is therefore narrowly focused on
transactions involving:

expiring futures or options positions;

an index as the underlying interest;

pre-existing derivative positions; and

baskets of securities representing at least 70% of the component share weighting of the
relevant index.

While the current MBF facility reflects market practices at a time when listed index futures and
options were the primary instruments used by market participants to establish and manage index
exposure, the equity derivatives market has since evolved significantly.

(ii) Rationale for the Amendments
Institutional investors and dealers now use a broader range of products and structures to obtain,

hedge and manage equity exposure, including index swaps and other equity derivative structures,
in addition to traditional listed futures and options.



These derivative structures can create substantially the same economic need to trade underlying
securities when the derivative expires. For example, a dealer managing an expiring index swap
may need to execute corresponding transactions in the underlying securities at the market open
to unwind an existing hedge, manage the expiry of the exposure, or transition between related
positions.

Under the current MBF facility, however, MBF eligibility may depend on the legal form of the
derivative rather than the economic purpose of the transaction. A transaction associated with an
expiring listed index future or option may qualify for MBF treatment, while an economically similar
transaction associated with an expiring index swap or another derivative structure may not.

The existing MBF facility also contains prescriptive requirements, including the requirement for
an eligible program trade to represent at least 70% of the component share weighting of an index.
These legacy restrictions may not reflect the manner in which contemporary derivative exposures
are structured or hedged.

As a result, derivatives-related activity that is now common may fall outside the current MBF
facility despite creating a comparable need for execution certainty at expiry. TSX believes that
the existing MBF facility has therefore become unnecessarily restrictive and no longer fully reflects
the evolution of the broader equity derivatives business.

(iii) Proposed Amendments
TSX is proposing to: (a) amend the MBF eligibility language under TSX Policy 4-1003 to broaden
the range of derivatives-related activity eligible for MBF treatment; (b) amend the definition of
“derivative” under the TSX Rules; and (c) permit MBF orders to be marked as short sale exempt

and/or anonymous, as described below.

Amendments to TSX Policy 4-1003

As part of the Amendments, TSX is proposing to replace the current MBF facility, which is primarily
limited to expiring listed index futures and options, with a broader approach that would permit an
order for the purchase or sale of a security related to a corresponding derivatives position in that
security where the derivative expires at the market open to be considered an MBF order.

Specifically, TSX is proposing to replace the MBF eligibility language set out in TSX Policy 4-1003
with the following broader definition of an MBF order: “For purposes of Rule 4-1003, a Must-Be-
Filled Order represents an order for the purchase or sale of a security that is related to a
corresponding derivatives position in that security where the derivative expires at the market
open.”

The Amendments seek to focus on the core relationship between the equity order and a
corresponding derivative position that expires at the market open to determine MBF eligibility,
rather than prescribing a limited set of eligible derivative instruments or index basket
requirements. To achieve this, the Amendments will:



broaden eligibility beyond traditional listed index futures and options;
accommodate index swaps and other equity derivative structures;
support derivatives-related hedging and switching transactions associated with positions
that expire at the market open;

e remove the existing 70% index component-weighting requirement; and
provide greater flexibility to accommodate the continued evolution of equity derivative
products and market practices.

The breadth of the proposed definition is intentional. The Amendments aim to simplify the MBF
facility and remove as many unnecessary restrictions as reasonably possible while maintaining
the MBF facility for its intended purpose to support equity transactions associated with the expiry
of derivative positions. TSX is of the view the Amendments will provide a more durable framework
as derivative products and market practices continue to evolve.

Amendments to the definition “Derivative” under the TSX Rules

As part of the Amendments, TSX is proposing to replace the existing definition of “derivative”
under the TSX Rules (currently defined as “an option or a future”) with a definition which captures
a broader range of common derivative structures.

Amendments to remove the short sale restriction and permit anonymous MBF orders

Currently, MBF orders cannot be marked as short sale exempt or anonymous. As part of the
Amendments, TSX is proposing to permit MBF orders to be marked as short sale exempt and to
be marked as anonymous. Allowing MBF orders to be marked as short sale exempt is designed
to give participants greater flexibility when managing expiry-related trading activity, such as
specific derivative roll transactions, that require short selling to offset the expiring derivative
position. Additionally, by allowing MBF orders to be marked as anonymous, TSX aims to provide
participants with the ability to better protect their trading strategies, and equip them with the option
to prevent the unique size and nature of these orders from making them identifiable to other
market participants.

(iv) Preservation of MBF Purpose and Operational Process

The Amendments will maintain the requirement for the corresponding derivative to expire at the
market open, preserving the connection between the MBF order and a defined derivative expiry
event. The locked-in nature of MBF orders, discussed above, would also remain unchanged,
distinguishing MBF trading activity from ordinary discretionary trading.

While the Amendments broaden the scope of activity eligible for MBF treatment, the Amendments
will not change the existing process for entering MBF orders and are not intended to impose a
strict requirement to use the MBF facility for all eligible derivatives-related activity. Participants
will continue to use the established process and will continue to retain flexibility regarding whether
to use the MBF facility.



2. Blackline of Amendments

A blackline of the Amendments against the existing TSX Rules is attached as Appendix A hereto.
3. Analysis of Impact

() Expected impact on the market structure, members and, if applicable, on investors,
issuers and capital markets

TSX does not anticipate the Amendments to have any negative impact on market structure,
members, investors, issuers or the capital markets. As the Amendments will broaden the range
of derivatives-related activity eligible for MBF treatment to align more closely with current market
practices and do not change the process for entering MBF orders, TSX believes that the
Amendments are fair and reasonable and will not create barriers to access.

Please also see the discussion under section 1 above (titled “Background, Outline of the
Amendments and Rationale”).

(i) Expected impact of the Amendments on TSX’s compliance with Ontario securities law
and in particular on requirements for fair access and maintenance of fair and orderly
markets

TSX believes that the Amendments are in compliance with Ontario securities law, and in particular
with requirements for fair access and maintenance of fair and orderly markets. As mentioned
above, participants will continue to use the established process for entering MBF orders and will
continue to retain flexibility regarding whether to use the MBF facility.

(iii) Public Interest

For the reasons mentioned above, TSX is of the view that the Amendments are not contrary to
the public interest.

4. Consultations undertaken in formulating the Amendments, including the internal
governance process

In developing the Amendments, the internal governance process for TSX was followed, which
included receipt of the appropriate management-level approval, and all applicable internal groups
at TSX were consulted. As TSX undertook informal consultations with certain participants who
use the MBF facility, who were generally supportive of the Amendments and did not raise any
concerns, the Amendments are also partially driven by client feedback.

5. Any alternatives considered

No alternatives were considered.



6. Do the Amendments currently exist in other markets or jurisdictions

In developing the Amendments, TSX considered if a directly comparable facility currently exists
in other marketplaces in Canada and the U.S. We are not aware of a directly comparable facility
in another market or jurisdiction.

7. Timing

TSX intends to implement the Amendments in Q3 2026, subject to regulatory approval.



APPENDIX A
BLACKLINED VERSION OF TSX RULES REFLECTING THE AMENDMENTS

Rule 1-101 Definitions (Amended)

[.]

“Derivative” means-an-eption-ora-future. a financial instrument, the value of which derives from the value
of an underlying interest. Without limiting the foregoing, this underlying interest may be a commodity or a
financial instrument such as a stock, a bond, a currency, an Index, an economic Index or any other asset.

[.]

DIVISION 10 - PROGRAM TRADING

Policy 4-1003 Offsetting Orders on Expiry

1. Definition of Pregram-Trading-for-Must-Be-Filled Orders
For purposes of Rule 4-1003, aprogram-trade-is-a-simultaneous-trade-undertaken-on-the-expiry

fehH —a Must-Be-Filled Order represents an order for the

purchase or sale of a security that is related to a corresponding derivatives position in that
security where the derivative expires at the market open.




