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DEFINITIONS 
 

continuous regular trading the period during the market hours mandatory period when an 

order book security is not in an auction 

 (Amended N21/10 – effective 1 June 2011) 

market close (a) in relation to an order book security, the later of: 

(i) the end of continuous trading; or 

(ii) the end of the closing auction 

(b) in relation to a quote-driven security, the end of the 

mandatory period 

market hours the period between market open and market close 

market open (a) in relation to an order book security, the start  of continuous 

trading; or 

(b) in relation to a quote-driven security, the start of the 

mandatory period 

(Amended N17/10 – effective 2 August 2010) 

ORB liquidity provider in relation to securities designated by the Exchange and trading on 

either the Order Bbook for Retail Bonds or the Order book for Fixed 

Income Securities, a member firm which is registered as an ORB 

liquidity provider and is obliged to quote bid prices in at least the 

Exchange market size 

 (Amended N01/12 – effective 01 February 2012) 

order book a facility operated by the Exchange for the electronic submission and 

automatic execution of orders in order book securities 

order-driven book security a security traded on an order-driven trading service which the 

Exchange has admitted to trading on an order book 

order-driven trading service a trading service subject to the order-driven trading service rules, 

with the provision of executable quotes 

quote-driven trading service a trading service subject to the quote-driven trading service  rules, 

with the provision of firm quotes 

sponsored access a direct technical connection that enables a non member firm 

customer to access the trading system
 
directly under a sponsoring 

member firm’s trading codes.  Orders submitted in this manner do 

not pass through the order management systems of the sponsoring 

member firm but will pass through the Exchange’s controls.   

 (Amended N16/11 – effective 26 September 2011) 
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CORE RULES 
 

   Panel on Takeovers and Mergers Levy 
    

G 1092  A member firm should ensure the collection of the appropriate PTM levy from their 
customers, regardless of whether the trades in question are executed under the Rules of the 
London Stock Exchange, on another exchange, multi-lateral trading facility or over-the-
counter. 

    
   Guidance to Rule: 

 
The PTM levy is payable on equity trades in securities of companies which are incorporated 
in the United Kingdom, the Channel Islands, or the Isle of Man, and is charged at the rate 
notified from time to time. The PTM levy is payable where the total consideration of the 
relevant trade is greater than £10,000 (or the equivalent in any other currency). Where more 
than one security is included on the same confirmation, the PTM levy shall be charged as if a 
separate confirmation had been issued for each security. The securities for which the PTM 
levy is not payable include covered warrants, exchange traded funds and exchange 
traded commodities products. Information on the current PTM levy is available on the 
Panel on Takeovers and Mergers' website at http://www.thetakeoverpanel.org.uk/new/ 
 
(Amended N09/09 – effective 23 February 2009) 

    
 
 

  ORDER BOOK TRADING RULES 
    
   Contra request [2110] 
    

G 
GT 

2110  If a member firm submits an order incorrectly which is subsequently executed, it may submit 
a request to contra the resultant trade(s). 

    
   Guidance to Rule: 

 
All orders submitted to the trading system are firm.  Accordingly, where an order is entered 
in error, any trade executed as a result of it will be valid.  If an order is entered in error and 
subsequently executed, it may be subject to a contra with the agreement of the buyer and 
seller. 
 
For electronically executed trades on an order book, with a central counterparty, where 
there is counterparty anonymity, agreement to contra can only be secured by the Market 
Supervision department intermediating, due to counterparty anonymity. 
 
Member firms are under no obligation to contra a trade at the request of a counterparty. 
 
Further information on the contra request process can be found in the Guide to the trading 
system. 
 
(Amended N26/10 – effective 14 February 2010) 
 

G 2103  A member firm may allow a customer to submit orders to the trading system under the 
member firm’s trading codes, either by way of direct market access or by providing 
sponsored access, subject to the member firm having in place adequate systems and 
controls. 

    
   Guidance to Rule:  

 
Direct market access and sponsored access 
 
Submission of customer orders may be facilitated by either direct market access or via a 
sponsored access to the trading system. 
 
Direct market access is a service through which a member firm allows a customer to 
submit orders to the trading system under the member firm’s trading codes and via the 
member firm’s order management systems, but without manual intervention by the member 
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firm.  These order management systems may be housed within the member firm’s facilities 
or hosted within the Exchange’s Primary Data Centre. 
 
Sponsored access is a direct technical connection provided so that a customer is able to 
access the trading system under a sponsoring member firm’s trading codes.  As the 
connection is direct, orders submitted by the customer to the trading system do not pass 
through the order management systems of the sponsoring member firm.  
 
Exchange level controls are provided within the trading system to assist member firms with 
sponsored access order flow validation.  All orders submitted via sponsored access will 
pass through the Exchange level controls before reaching the order book. 
 
Responsibility for customers’ order flow (whether submitted to the Exchange via direct 
market access or sponsored access) 
 
Member firms providing customers with direct market access or sponsored access to the 
trading system are responsible for all obligations and liabilities arising from the entry, 
deletion and execution of all orders submitted by that customer. 
 
The Exchange is aware that member firms may have contractual arrangements with their 
customers that mean the customer bears the financial risks of entering erroneous orders.  
However, under the Exchange’s Rules the responsibility for such orders rests wholly with the 
member firm under whose trading codes the order is entered.  
 
The Exchange requires a member firm providing direct market access to be able to delete 
a customer’s orders from the trading system.  
 
Member firms providing sponsored access may contact the Market Supervision department 
to delete a customer’s orders from the trading system following the guidance set out under 
rule 1500.  Where the number of individual order deletions exceeds five, a mass order 
deletion is required.  As the Market Supervision department actions such requests using 
reasonable endeavours, member firms should consider utilising the proactive kill switch to 
delete orders immediately where a mass order deletion is necessary.   
 
Member firms must be able to restrict a customer’s ability to submit orders to the trading 
system. 
 
Member firms must have the ability to delete a customer’s orders or restrict their ability to 
submit orders to the trading system without having the express consent of the customer.  
These actions may be instigated unilaterally by the member firm because of its own concerns 
regarding the customer’s behaviour or at the specific instruction of the Exchange. 
 
The member firm is expected to adopt a regime where sufficient consideration is given to 
assess matters such as: 
 

• the training that has been given to the individuals entering orders; 
 

• the access controls over order entry that the customer applies; 
 

• security controls over any network link between the customer and the member firm.  
These should be sufficient such that the member firm can be sure that an order 
purporting to come from a customer actually has done so (e.g. by use of 
authentication codes in a similar manner to the secure interactive interface linking 
the member firm to the Exchange); and 
 

• clear allocation of responsibility for dealing with actions and errors (e.g. it should be 
clear how, when and by whom orders on the book would be deleted). 

 
All of these matters should be dealt with in formal agreements between the member firm 
providing direct market access or sponsored access and its customer.  (Member firms 
may provide sponsored access to non member firms only.) 
 
Direct market access 
 
Whilst ongoing education, training and guidance for a member firm’s customers that submit 
orders through the member firm to the trading system are to be encouraged, these cannot 
entirely replace the safeguards that internal system controls and alerting functionality can 
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provide. 
 
In order to prevent the submission of erroneous orders by a customer, a member firm may 
wish to consider the following controls and system alerts: 

 

• prevention of submission of an order if the customer has overridden alerts and/or 
notification to the member firm that the customer has attempted to over-ride the 
alert; 

 

• the segregation of this order flow by the use of the Trader Group facility within the 
trading system;  

 

• appropriate training, education and guidance provided to those customers entering 
orders; 

 
• the need for order acknowledgements from the customer; 

  

• controls over maximum order sizes that can be submitted by different customers;  
 

• controls over prices of orders and having system parameters that would generate 
an alert if the order would execute at a price with which the member firm would not  
be satisfied; and  

  

• monitoring and controls over the total exposure of the member firm to orders 
submitted for a particular customer.  

 
Sponsored access 
 
The Exchange does not require sponsored access order flow to pass through the member 
firm’s own system controls but mandates that all orders submitted via sponsored access will 
pass through Exchange level controls before reaching the order book.  Member firms 
should also assess whether any additional controls are necessary to appropriately manage 
customer order flow, taking into consideration the nature and complexity of its customer’s 
business.  
 
Member firms are responsible for determining the limits of the configurable Exchange level 
controls within the parameters provided by the Exchange and ensuring that they are 
appropriate for each individual sponsored access customer, based on the scope and scale 
of its business.  
 

A member firm that provides this facility for a customer must: 

 

• complete a sponsored access application form for each of its sponsored access 
customers and inform the Exchange if it becomes aware that the information 
provided on the form has changed;  
 

• ensure that relevant staff at the customer are conversant with the Rules and, in 
particular, those relating to order book trading.  Relevant staff include the Head of 
Trading, the Head of Compliance and person(s) who signs off trading algorithms at 
the customer; 

 

• segregate each customer’s order flow from the member firm’s order flow using the 
Trader Group facility within the trading system.  This is necessary to assist the 
Exchange in maintaining fair and orderly markets; 
 

• provide the Exchange with the name, registered office address and country of 
incorporation of the member firm’s customer for regulatory purposes.  This 
information will be treated as confidential and will not be subject to commercial use; 
 

• have systems in place which will allow the member firm to accept and review drop      
copy feeds, on a real-time basis from the Exchange and monitor all sponsored 
access order and post-trade flow;  
 

• proactively utilise the Exchange’s proactive kill switch facility to disconnect a 
customer which it has reason to believe is behaving inappropriately; and  
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• inform the Exchange and take appropriate action if it loses either its connectivity with 
the Exchange or its connection to it’s the drop copy feed from the Exchange where 
that connection allows the member firm to monitor the customer(s) order and post-
trade flow. The Exchange mandates the use of its cancel on disconnect facility.   
 

Where a connection is dropped by either the member firm or its sponsored access 
customer, all of the sponsored access customer’s orders will be deleted from the order 
book. 
 
(Amended N16/11 – effective 26 September 2011) 

    

    
Exchange enforced cancellation of erroneous trades [2120-2121] 

    

D 
G 

2120  The Exchange views all trades undertaken under its rules as firm.  However, the Exchange 
may, in exceptional circumstances, undertake an Exchange enforced cancellation of an 
automated trade executed on the trading system, either at the request of a member firm or 
of its own volition.  In considering a member firm’s request for an Exchange enforced 
cancellation, the Exchange will have regard to a number of factors that are set out in the 
guidance below, and whether: 

    
  2120.1 both parties to the trade(s) are unable to agree to use the contra facility; 
    
  2120.2 the request for an Exchange enforced cancellation is submitted to the Market Supervision 

department within a time period specified by the Exchange in the guidance to this rule; 
    
  2120.3 the member firm requesting the Exchange enforced cancellation provides appropriate 

information to the Market Supervision department as set out in the guidance below; and 
    
  2120.4 a member firm has incurred an amount of loss through an automated trade conducted on the 

trading system as specified in the guidance to this rule. 

    
   Guidance to Rule: 

 
The Exchange may, in its absolute discretion, cancel trades across all its markets, either in 
response to a request from a member firm or of its own volition.  The Exchange’s decision 
regarding an Exchange enforced cancellation is final.  Examples of situations in which the 
Exchange will consider cancelling trades of its own volition include, but will not be limited to, 
where there has been a clear miscommunication of a corporate event or where a stock's 
closing price has been significantly distorted by the entry of erroneous orders during the 
closing auction. 
 
Generally, the Exchange will only consider a member firm’s request for an Exchange 
enforced cancellation when it considers, in its sole discretion, that to cancel the trade is in 
the best interests of the overall market. 
 
The Exchange is prepared to receive a request for an Exchange enforced cancellation at 
the same time as a contra request.   The Exchange will only accept a cancellation request if it 
is accompanied by a contra request.  The Market Supervision department will use reasonable 
endeavours to obtain a contra for the member firm prior to considering the request for an 
Exchange enforced cancellation.  As a result, the Exchange expects member firms to:  
 

• submit a contra request against the relevant trade on the trading system; and 
 

• request the counterparty’s consent to the contra. 
 
Should the contra request be turned down the Exchange may then consider cancelling the 
trade.   
 
Criteria for the consideration of an Exchange enforced cancellation 
 
When considering a member firm’s request for an Exchange enforced cancellation, the 
Exchange will generally have regard to the following non-exhaustive list of considerations: 
 

• automated execution – the Exchange will only consider requests relating to automated 
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executions on the trading system; 
 

• time elapsed since the trade(s) – any requests from member firms to cancel trades 
should be made to the Market Supervision department as soon as possible and in any 
event within 30 minutes of the trade time.  Requests from member firms to cancel the 
uncrossing of closing auctions which conclude after 16.30 hours must be made to the 
Market Supervision department no later than 17.00 hours. 
 

• erroneous nature of the trade - any trades to be cancelled must be manifestly erroneous 
in the judgement of the Exchange.   
 

• market impact - the Exchange may take into account other factors including, but not 
limited to, the potential market disorder that would be caused if the trade(s) were upheld 
or the potential adverse market impact if the trade(s) were cancelled. 

 
Further, specific additional criteria apply respectively to automated executions in each of the 
tradable instruments available on the trading system.  These are set out below. 
 
Additional criteria for automated executions in equity securities 
 
In considering a member firm’s request for an Exchange enforced cancellation in equity 
securities the Market Supervision department will also consider: 

• the potential loss to the member firm involved. The potential loss, based on an 
Exchange reference price, to the member firm requesting the Exchange enforced 
cancellation should be significant.  The Market Supervision department will only 
consider an Exchange enforced cancellation where the amount of loss is £100,000 or 
more in relation to automated trades conducted in a single stock on the trading system 
and £200,000 or more in relation to automated trades conducted in more than one stock 
on the trading system; and 

• whether any information requested by the Market Supervision department is complete, 
accurate and provided promptly.  The Market Supervision department will determine what 
information it requires from member firms on a case by case basis. 

 
Additional criteria for automated executions in exchange traded funds and exchange traded 
products 
 
In considering a member firm’s request for an Exchange enforced cancellation in 
exchange traded funds and exchange traded products the Market Supervision department will 
also consider: 

• the potential loss to the member firm involved. The potential loss, based on an 
Exchange reference price, to the member firm requesting the Exchange enforced 
cancellation should be significant.  The Market Supervision department will only 
consider an Exchange enforced cancellation where the amount of loss is £50,000 or 
more in relation to automated trades conducted in a single stock on the trading system 
and £100,000 or more in relation to automated trades conducted in more than one stock 
on the trading system; and 

• whether any information requested by the Market Supervision department is complete, 
accurate and provided promptly.  The Market Supervision department will determine what 
information it requires from member firms on a case by case basis. 

 
Additional criteria for automated executions in covered warrants, investment certificates and 
leverage certificates 
 
In determining whether an automated trade in one of the above instruments qualifies for 
potential Exchange enforced cancellation,  the Market Supervision department will also 
consider the following: 
 

• the amount of loss incurred by a member firm – the Market Supervision department will 
only consider an Exchange enforced cancellation where the amount of loss is £10,000 
or more for a single automated  trade conducted on the trading system and £20,000 or 
more for a series of automated trades conducted on the trading system; 

• the theoretical price of the instrument – the onus is on the member firm submitting the 
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request to provide the Market Supervision department, within 60 minutes of the trade, 
with a calculation of the theoretical price of the instrument together with its evidence 
indicating that the trade may be erroneous; 
 

• the percentage at which the trade has executed away from the requesting member 
firm’s theoretical value – the Market Supervision department will only consider an 
Exchange enforced cancellation where the trade has executed at 20% or more away 
from the intended theoretical value; and 
 

• the prevailing market conditions, price movement of the underlying instrument, market 
activity and volatility.  Member firms are reminded that requests for Exchange enforced 
cancellations cannot be accepted by the Exchange in circumstances where an 
erroneous trade has occurred in the underlying security. 

 
If the counterparty to the trade does not agree to contra, the Market Supervision department 
will inform the counterparty if it is considering cancelling the trade(s).  Within 60 minutes  
from the trade being executed the counterparty to the trade may provide to the Market 
Supervision department evidence that the price of the execution was correct. The Market 
Supervision department will then determine whether the trade(s) should be cancelled. 
 
Member firms are reminded that they may only request an Exchange enforced 
cancellation for a trade in one of these instruments where the trade meets the criteria as set 
out above.  Any subsequent trade as a result of the original trade will only be considered for 
Exchange enforced cancellation if it was executed on the order book. 
 
Additional criteria for automated executions in gilt-edged securities and fixed interest 
securities 
 
In determining whether an automated trade in one of the above instruments qualifies for 
potential Exchange enforced cancellation, the Market Supervision department will also 
consider: 

• the potential loss to the member firm requesting the Exchange enforced cancellation, 
based on an Exchange reference price.  The Market Supervision department will only 
consider an Exchange enforced cancellation where the amount of loss is £10,000 or 
more in relation to automated trades conducted in a single stock on the trading system 
and £20,000 or more in relation to automated trades conducted in more than one stock 
on the trading system; and 

• whether any information requested by the Market Supervision department is complete, 
accurate and provided promptly.  The Market Supervision department will determine what 
information it requires from member firms on a case by case basis. 

 
The Exchange’s handling of Exchange enforced cancellations for trades executed before 
16.30 hours  
 
This guidance applies to trades executed before 16:30 hours including uncrossing trades from 
automatic execution suspension periods and International Order Book closing auctions.  
 
When the Exchange decides to cancel a trade it will aim to effect this, where practicable, 
within one hour of the trade time.  At the latest the Exchange will endeavour to do this before 
market open the start of the mandatory period on the next business day. The Exchange will 
inform the market of its decision to cancel a trade via RNS and a Stock Exchange Notice. 
 
The Exchange’s handling of Exchange enforced cancellations for the uncrossing of closing 
auctions concluding after 16.30 hours  
 
When the Exchange is considering cancelling the uncrossing of a closing auction that 
concludes after 16.30 hours, it will endeavour to inform the market via RNS by 17.15 hours.  
Should the Exchange decide to cancel the uncrossing and restate the closing price, it will aim 
to inform the market of this decision and the new closing price via RNS and a Stock Exchange 
Notice by 17.30 hours.  Should the Exchange decide not to restate the closing price it will aim 
to inform the market via RNS by 17.30 hours. 
 
(Amended N08/12 – effective 19 March  2012) 
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   ORB lLiquidity providers in order driven securities 

    
   Registration and de-registration [2130 – 2132 2150]   
    

G 2130  A member firm that intends to act as an ORB liquidity provider shall register as such with 
the Exchange. 

    
   

 
 
 
 
 

Guidance to Rule: 
 
Registration as an ORB liquidity provider shall be effective in a single security unless the 
Exchange considers it appropriate to do otherwise.  Provided an application to become an 
ORB liquidity provider is received by the Exchange by 17.30 hours on the day prior to the 
effective date of the registration and all relevant requirements relating to the application are 
met, registration shall normally become effective at the start of the next day.  A request made 
outside of this requirement should be made to the Market Supervision department on 020 
7797 3666.  These will be dealt with on an individual basis and registration may not be 
actioned on the requested date. 
 
(Amended N01/02 – effective 01 February 2012) 
 

D 
 

2131  Where the Exchange considers it appropriate it may de-register an ORB liquidity provider 
from a security. 

    
   Guidance to Rule: 

 
The Exchange may deem it necessary to de-register an ORB liquidity provider from one or 
more securities where that firm is consistently in breach of the obligation rules for ORB 
liquidity providers. 

 
(Amended N01/02 – effective 01 February 2012) 
 

G 2132  In exceptional circumstances a member firm may request from the Exchange a temporary 
withdrawal from its ORB liquidity provider obligations. 

    
   Guidance to Rule: 

 
Any request for a withdrawal must be made to the Market Supervision department on 020 
7797 3666.   
 
(Amended N01/02 – effective 01 February 2012) 
 

G 2140  
 
 

An ORB liquidity provider must maintain a bid price in each security in which it is registered. 
The bid price must be maintained for at least 90% of continuous regular trading during the 
mandatory period. 

    
   Guidance to Rule: 

  
The 90% threshold is measured daily for each security in which an ORB liquidity provider is 
registered.  Where an intra-day auction has been triggered in a security due to a price 
monitoring breach, the time in which the security will have been in continuous regular 
trading will be reduced. Therefore, ORB liquidity providers will be required to maintain a bid 
price for 90% of the reduced period. 
 
(Amended N01/02 – effective 01 February 2012) 
 

 
 

2141  The Exchange may, on the request of an ORB liquidity provider, suspend or vary ORB 
liquidity provider obligations. 

    
   (Amended N01/02 – effective 01 February 2012) 

 2142  If an ORB liquidity provider and its customer or counterparty conduct an on Exchange 
trade away from the trading system, the ORB liquidity provider is obliged to deal at least at 
its displayed price and size. 

   (Amended N01/02 – effective 01 February 2012) 
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Exceptions to obligations of ORB liquidity providers [2150]  
    

 2150  An ORB liquidity provider has no obligation to maintain its bid prices: 
    
  2150.1  in a security during the opening auction or where an unscheduled intra-day auction has been 

triggered due to a price monitoring breach; or 
    
  2150.2 in a security during the closing auction.  

    
   (Amended N01/02 – effective 01 February 2012) 
    

   MARKET MAKER RULES 
    
   Registration 
    
   Registration and de-registration for all market makers [4000-4003] 
    

 4001  Unless otherwise agreed with the Exchange, or where a security moves from an order-
driven trading service to a quote-driven trading service or vice versa, a market maker 
may not de-register from a security within three months of its initial registration or re-register 
in a security within three months of de-registration in respect of the same security. 

    
 
 
 

   

Market makers in order driven securities 

G 4101  
 
 
4101.1 
 
4101.2 
 
4101.3 

A market maker must maintain an executable quote in each security in which it is 
registered. The executable quote must be maintained:  
 
for at least 90% of continuous regular trading during the mandatory period; 
 
until the conclusion for the duration of the closing auction until market close, including any 
extensions; and 
 
where relevant, throughout the duration of the scheduled intra-day auction for the FTSE index 
expiries. 

    
   Guidance to Rule: 

 
Market makers in order book securities will not be able to enter executable quotes that 
are outside the maximum spread, if they attempt to do so a rejection message will be sent to 
the market maker. 
 
Rule 4101.1 
  
The 90% threshold is measured daily for each security in which a market maker is registered. 
Where an intra-day auction has been triggered in a security due to a price monitoring breach, 
the time in which the security will have been in continuous regular trading will be reduced. 
Therefore, market makers will be required to maintain an executable quote for 90% of the 
reduced period. 
 
Rule 4101.2 
 
Where a security does not have a closing auction, market makers must maintain their 
executable quotes until market close the end of the mandatory period. 
 
Rule 4101.3 
 
Market makers must maintain their executable quotes during the FTSE index expiries. The 
following expiries are covered by this rule: 
 

• FTSE 100 monthly options 

• FTSE 100 quarterly futures 

• FTSE 250 quarterly futures 
 
(Amended N14/12 – effective 26 November 2012) 
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Exceptions to obligations to market makers in order-driven securities [4110]  
    

G 4110  A market maker has no obligation to maintain its executable quotes: 
    
  4110.1  in a security during the opening auction or where an unscheduled intra-day auction has been 

triggered due to a price monitoring breach; 
    
  4110.2 in a security during the closing auction on the Order book for Retail Bonds; 

    
  4110.3 in a covered warrant when it is the expiry day of that covered warrant; 
    
  4110.4 in a security where there is a public holiday on a venue on which the relevant security, or a 

security underlying the relevant security, has its principal listing; 
    
  4110.5 in a security where there is a trading halt on a venue on which the relevant security, or a 

security underlying the relevant security, has its principal listing and may delete its 
executable quotes.  A market maker must re-enter its executable quote on resumption of 
trading; or 

    
  4110.6 in an exchange traded fund or an exchange traded product, where no firm price is 

available for at least 10% of the underlying securities or instruments which make up the 
exchange traded fund or exchange traded product. 

    
   Guidance to Rule: 

 
Rule 4110.56 
 
A market maker shall be responsible for informing the Exchange and seeking permission for 
suspension of market making obligations by contacting the Market Supervision department on 
(+44 (0)20 7797 3666 option 2, STX 33666, where it believes that there is no firm price 
available for 10% or more of the underlying securities or instruments in an exchange traded 
fund or exchange traded commodity.  If approved, the suspension applies to all market 
makers in the particular exchange traded fund or exchange traded commodity.  This 
suspension only applies to the day in question and a market maker must make separate 
requests on a daily basis, if necessary. 
 
(Amended N16/11 – effective 26 September 2011) 

     

SETTLEMENT, CLEARING AND BENEFIT RULES 
 

   Settlement 
    
   Place of settlement [5030] 
    

G 5030  A member firm should agree the place of settlement at the time of the trade but where this is 
not the case it should settle trades in the ‘standard’ place of settlement for the security or 
market. 

    
   Guidance to Rule: 

 
This rule is only applicable to bilateral trades.  Central counterparty trades will be subject to 
the rules and procedures of the relevant central counterparty. 
 
A trade shall be settled in accordance with the rules and procedures of the clearing and 
settlement system used.  Any special terms or conditions relating to the settlement of a trade 
shall be agreed at or prior to the time the trade is effected and shall be clearly stated and 
described as such on any confirmation of the trade.  Partial settlement shall not be permitted 
without the prior agreement of both parties to the trade subject to the procedures of the 
relevant settlement system operator. 
 
A member firm shall: 
- conform to the good delivery requirements of the clearing and settlement system 

used; 
- ensure that securities delivered in settlement of a trade are free of any charge or  

  encumbrance; 
- be responsible for the authenticity of transfer documents and certificates 
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                submitted by it whether on its own behalf or on behalf of another person, and    
                whether directly or through any agency.  
 
Non-electronic settlement 
 
Bearer securities  
- When settling trades in bearer securities or renounceable letters of allotment, a 
                member firm shall keep a record of the number of the certificate or letter       
                together with a record of the trade. 
- A buying member firm may only return a certificate which has been delivered in 
                an imperfect condition, (materially torn or damaged, having a material part of the  
                wording obliterated or with insufficient or irregular coupons), within eight days of   
                its delivery. 
- The delivery of bearer securities (other than securities normally dealt for next day 

settlement) without the coupon before they are made ex coupon is not good  
delivery. 

- Where bearer securities other than securities normally dealt for next day  
  settlement are made ex dividend on or before the due date for settlement of a    

                trade, the seller shall deliver the securities ex the coupon and account to the    
                buyer for the dividend paid net of  income tax. 
- Where 3.5 per cent War Loan in bearer form is sold cum dividend and delivered 
               after the ex dividend date, the bonds shall be delivered without the coupon, and  
               the dividend settled without deduction of tax. 
 
Trades in assented shares 
Unchanged 
 
Certified Transfers 
Unchanged 
 
Payment 
Unchanged 
 

   DEFAULT  RULES 
    
   Fixing hammer prices on declaration of default [D130-D132] 
    

 D131  
 
D131.1 
 
 
 
 
 
 
 
 
D131.2 
 
D131.3 

In relation to rule D130, the hammer price shall be determined by the Exchange: 
 
for any security admitted to trading at the time of default (and not suspended), in 
accordance with: 
 

1. the middle price current in the market immediately before a declaration of default if the 
time of default is during market hours the mandatory period; or 

 
2. the closing price before a declaration of default if the time of default is after market 

close the end of the mandatory period;  
 
unchanged  
 
unchanged 

    
(Amended N08/10 – effective 15 April 2010)   
 

 


