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Date of Issue: 01 April, 2010 

Effective Date:  
 
 

RESTRUCTURE OF THE ASX AND SFE OPERATING RULES 
 
New operating Rules for ASX and SFE 
 
As discussed in SFE Notice 029/10 dated 26 February 2010, new operating rules (‘Rules’) are to be introduced for the 
ASX and SFE markets.  It is intended that the SFE market be renamed the ASX 24 market in the future, and this 
name has been used in the draft Rules. 
 
As a result of the transfer of supervision to ASIC, matters currently covered by today’s ASX Market Rules and SFE 
Operating Rules will be split between market integrity rules to be supervised by ASIC and separate operating rules to 
be administered by ASX.  Consequently, market integrity rules will not be included in the ASX and ASX 24 (SFE) 
operating rules after the ASIC market integrity rules come into effect.  This reflects the new responsibility that ASIC 
has to supervise trading on financial markets with a domestic Australian market licence. 
 
This means that from the date on which responsibility for the supervision of trading on financial markets transfers to 
ASIC there will be two new sets of ASIC market integrity rules that apply to ASX’s financial markets – one for the ASX 
securities and derivatives market and another for the ASX 24 (SFE) futures market.  The ASIC market integrity rules 
will operate along side revised ASX Rules and ASX 24 (SFE) Rules. 
 
Hence, it has been necessary for ASX to restructure the operating rules to provide a clear and workable rules 
framework once the market integrity rules are deleted. 
 
A summary of the proposed changes to the Rules is set out below.  The amended Rules have been informally lodged 
with ASIC today and are subject to consideration by ASIC and the Ministerial non-disallowance process under the 
Corporations Act. 
 
General approach 
 
In restructuring the Rules, ASX is seeking to maintain the status quo where possible and practical, while presenting 
rules in a simpler and more concise format. 
 
At the same time as restructuring the Rules, ASX is taking the opportunity to: 

 ensure that the Rules appropriately reflect the role and responsibilities of ASX and ASX 24 (SFE) going 
forward as financial market operators; 

 present the operating Rules in a more logical format; 
 remove duplication and delete Rules which are no longer necessary; 
 move some material to the procedures to make the Rules more concise and remove unnecessary references 

to specific functionality in the rules;  
 achieve consistency between the ASX and ASX 24 (SFE) Rules, where useful and possible; and 
 include the mechanics for managing the transfer of responsibilities to ASIC in transitional rules. 

 
Restructuring of rules 
 
The Rules have been consolidated so that they fall under 8 sections.  This provides a more concise and ‘user friendly’ 
structure than the existing ASX Rules which are spread across 32 sections with a degree of duplication in some areas.  
The same structure has been adopted for the ASX 24 (SFE) Rules to ensure consistency. 
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Changes to the ASX Rules 
 
There are five key areas where substantive changes have been made to the ASX Rules.  Note that this is not an 
exhaustive description of all changes to the Rules. 
 
Client Access 
 
We are introducing a new Trading Permission to deal with client access under the new Rule 1140. 
 
At present the ASX Market Rules allow clients to enter orders through a Trading Participant’s system by way of 
Automated Client Order Processing (‘ACOP’).  The rules which deal with ACOP will become part of the ASIC Market 
Integrity Rules.  However, we wish to retain the ability to impose standards in relation to this form of client access.  
Hence, we have introduced the concept of ‘Type 1 Client Access’ which means an arrangement whereby a Trading 
Participant permits a client or agent of a client to submit orders through a Trading Participant’s system.  Trading 
Participants will need to seek a Trading Permission for client access, which will apply in addition to the requirements 
for ACOP under the ASIC Market Integrity Rules.  Note however that to maintain the status quo all Trading 
Participants in compliance with the current ACOP rules as at the transition date will automatically be granted trading 
permission for Type 1 Client Access. 
 
ASX also intends to introduce a form of sponsored access whereby Trading Participants permit their clients to enter 
orders with the Trading Participant’s unique identifier attached to those orders.  This will be known as ‘Type 2 Client 
Access’.  Trading Participants will need to seek a Trading Permission for Type 2 Client Access prior to offering this 
service to any clients.  To obtain this Trading Permission they will need to establish that certain standards are met.  
Further, each time that they introduce a new client they will need to obtain a unique identifier from ASX for that client. 
 
Trade Errors, Cancellations and Dealing Disputes 
 
ASX has reviewed and updated the Rules relating to Trade Errors, Cancellations and Dealing Disputes (now in Rules 
3200 to 3250). 
 
At present ASX and ASX 24 (SFE) error and cancellation processes are different. The rules have been drafted to 
harmonize the processes for ASX and ASX 24(SFE) and are in line with similar rules for overseas exchanges and 
regulators.  The Procedures will introduce to ASX the ASX 24 (SFE) concept of the cancellation ranges - the No 
Cancellation Range (NCR); Qualifying Error Range (QER) and Disorderly Market Range (DMR).  The concept of the 
ASX Dispute Governors will be retained, and introduced for ASX 24 (SFE), for assessing the ASX and ASX 24 (SFE) 
calculations of a fair price valuation. 
 
Determination of sanctions for breach of rules 
 
It is proposed to amend the ASX Market Rules to provide a simpler process for enforcing compliance with the 
operating rules, involving the replacement of the current Disciplinary Tribunal determination process with ASX 
determined sanctions reflective of the seriousness of the breaches and the ongoing licence obligations of market 
operators (such as monetary thresholds for failure to comply with operational rules).  To the extent that the sanction 
involves a penalty above a $20,000 threshold (or if ASX has determined to suspend or terminate a Market Participant 
for an event of default) there will be a subsequent right of appeal.  
 
Consequential changes are also proposed for the Australian Securities Exchange Disciplinary Processes and Appeal 
Rulebook to reflect the powers and process for ASX imposing such sanctions.  It is expected that the considerations 
currently relevant in the Disciplinary Tribunal’s determination of sanctions for contraventions will similarly provide 
guidance to ASX in determining appropriate sanctions for contraventions by Participants of obligations retained under 
the new rules.  Details of the changes to the Australian Securities Exchange Disciplinary Processes and Appeal 
Rulebook will be made available at a later date. 
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Rights to appeal and rights to a hearing 
 
Under the existing ASX Market Rules there are some rules which provide a right of appeal or a right to a hearing (e.g. 
appeal in relation to the rejection of an application for admission (Rule 3.8) or for a Trading Permission (Rules 12.1.6), 
appeal in relation to application for Market Making (Rule 23.1.8) and a hearing in relation to inability to communicate 
with the Trading Platform (Rule 14.3.5)).  It is proposed that these rules be removed. 
 
These rules may have been appropriate when ASX was a mutual organisation, but are no longer appropriate in the 
current environment.  The role of ASX is to operate the market and ensure that participants comply with the Operating 
Rules, having regard to its licence obligations.  In making decisions under the Rules ASX will have regard to the 
requirements of the Rules and its licence obligations. 
 
Capital requirements 
 
The capital requirements in the Rules will apply on a transitional basis only until 30 June 2011. 
 
Changes to ASX 24 (SFE) Rules 
 
The key areas of substantive change are the same as those outlined above regarding ASX, other than in relation to 
ACOP requirements as SFE Participants have not had this requirement specified in the Rules previously. 
 
Definitions 
 
The definitions have been amended to incorporate any new terms used in the Rules.  Some definitions which appear 
only in the ASIC Market Integrity Rules have been deleted.  Once the content of the Rules is finalised we will review 
the definitions and delete any further definitions which do not appear in the Rules or Procedures. 
 
There are some key SFE definition changes which have been made for the purpose of harmonising with ASX eg Full 
Participants will become Trading Participants and Proprietary Full Participants will become Principal Traders. 
 
Exposure Drafts 
 
Exposure drafts of the proposed ASX and ASX 24 (SFE) Rules are available on the ASX website at: 
 
ASX Rules: http://www.asx.com.au/supervision/rules_guidance/changes/asx_operating_rules.pdf 
 
ASX 24 (SFE) Rules: http://www.asx.com.au/supervision/rules_guidance/changes/asx_24_operating_rules.pdf 
 
The Procedures which accompany the Rules will be made available at a later date. 
 
The new ASX Rules contain references to the previous equivalent rules (in blue).  Note that many existing rules have 
been modified in accordance with the approach set out above.  Cross references to other Rules are in bold (in black).  
We have also retained the cross references to the previous Rules for ease of reference.  Changes to the definitions 
are marked up. 
 
The new ASX 24(SFE) Rules are presented in table format to assist in understanding the remaining differences 
between the ASX and ASX 24 (SFE) Rules. The entire text of the new ASX Rules is presented in the table. The 
marked deletions indicate where an ASX Rule is not relevant to ASX 24 (SFE). Marked additions indicate ASX 24 
(SFE) Rules that are included in the ASX 24 (SFE) Rules but not in the new ASX Rules.  In addition ASX 24 (SFE) is 
referred to throughout as “the Exchange”. 
 

http://www.asx.com.au/supervision/rules_guidance/changes/asx_operating_rules.pdf
http://www.asx.com.au/supervision/rules_guidance/changes/asx_24_operating_rules.pdf
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If you have any comments in relation to these rules please forward them to the following persons by close of business 
on 30 April 2010: 
 
ASX Rules: Sally Palmer Con Korkofigas 

Senior Manager and Legal Counsel Manager and Legal Counsel 
sally.palmer@asx.com.au con.korkofigas@asx.com.au  
(02) 9227 0920 (02) 9227 0433 

ASX 24 (SFE) Rules:  Catherine Sullivan 
Senior Manager and Legal Counsel 
catherine.sullivan@asx.com.au 
(02) 9227 0833 

As indicated previously, there will also be an education program for participants in relation to the new rules framework.  
This will include education briefings on the new framework, a reference table comparing the old and new rules, and 
information on ASX-Online.  Further details will be provided shortly. 
 

mailto:sally.palmer@asx.com.au
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Appendix A 
 

ASX Rules 

New Section Content from existing ASX Rules  

1. Access to the Market  Access to the Market (Section 3) 
 Trading Permissions (Section 12) 
 Allocation of unique identifiers (Section 12) 
 Ongoing requirements (Section 4) 
 Resignation (Section 3) 

2. Products  Legal description of classes of financial product (Section 9) 
 Quotation of Cash Market Products (Section 16) 
 Warrants (Section 10) 
 AQUA Products (Section 10A) 
 Derivatives Market Products (Section 11) 

3. Trading Rules  General Obligations (Section 13.1) 
 Orderly Trading (Section 14) 
 Trade Errors, Cancellations and Dealing Disputes (Section 15) 
 Trading of Cash Market Products (Section 16) 
 Trading of Derivative Market Products (Section 25) 
 Reporting (Sections 16 and 21) 
 Settlement (Section 5.7.3) 

4. Execution, quote display 
and reporting services 

 General Rules relating to the Trading Platform (Section 31) 
 TradeMatch (Section 31) 
 VolumeMatch (new) 
 Bulletin Board (Section 31) 
 AQUA Quote Display Board (Section 10B) 
 Wholesale Loan Securities Market (Section 26) 
 Reporting Facilities (Sections 18, 22, 24) 

5. Monitoring Compliance 
and Enforcing Conduct 

Covers Section 28 (Supervision, Disciplinary Matters, Tribunal Proceedings and 
Appeals) and a number of related rules including: 
 Breach of Trading Permission requirements (Section 12.2) 
 Breach of Operational Requirements (Section 13.3.8 to 13.3.10) 
 Breach of VolumeMatch book requirements (new) 
 Breach of trading restrictions and limits (Section 25.5) 
 Sanctions against Market Participants who are partnerships (Section 4.13.7) 
 Termination of Trading Permission or admission of substantially inactive 

Market Participants (Sections 3.10 and 12.4) 
 Effect of termination on obligations of Market Participant (Section 3.11) 

6. General Rules Covers Section 1 (Introduction and General Rules) and a number of other general 
rules including: 
 Foreign Participants and other Market Participants with Overseas Activity 

(Section 4.5) 
 Persons acting for Market Participant (Sections 4.1.2, 4.16) 
 Compensation Arrangements (Section 4.15, 7.21, 7.22) 
 Records, information, returns and recordings (4.9.10, 4.11, 4.17, 4.19) 
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7. Definitions and 
Interpretation 

Covers Section 2 (Definitions and Interpretation) 

8. Transitional rules Transitional matters 

 
Note that Rules relating to clearing arrangements which previously appeared in Section 5 have been moved to a new Schedule 1.  
The current Sections 10 and 10A Warrants and AQUA Products) will be moved to new Schedules 10 and 10A.  Schedules 6 and 7 
will be deleted as they have become redundant following changes to the short selling regulatory landscape and the removal from 
the ASX Market Rules of the rules to which the Schedules correspond.  Trading Participants and Clearing Participants should 
consider whether any matters currently covered in Schedules 6 & 7 should be incorporated into their arrangements with clients to 
support the clearing obligations of the Clearing Participant or of the Trading Participant to the Clearing Participant. The other 
Schedules will not be changed other than to update cross references. 
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ASX 24 Rules 
 
New Section Content from existing SFE Rules  

(References in brackets to previous sections) 

1. Access to the Market  Access to the Market (Rules 2.1.5, 2.2.2, 2.2.2) 
 Trading Permissions (Rule 1.7) 
 Allocation of unique identifiers (Rule 3.3.1) 
 Ongoing requirements (Rule 2.2) 
 Resignation (Rule 2.2.9) 
 Trading for US Customers (Rules 2.2.6, 2.2.30) 

2. Products  Legal description of classes of financial product (Section 6) 
 Derivatives Market Products (Section 6)  

3. Trading Rules  General Obligations (Section 3) 
 Orderly Trading (Rule 1.4; Section 3) 
 Trade Errors, Cancellations and Dealing Disputes (Rules 1.11, 1.13) 
 Trading of Derivative Market Products (Rule 2.2.13) 
 Reporting (Rule 2.2.4) 
 Registration (Section 4) 

4. Execution, quote display 
and reporting services 

 General Rules relating to the Trading Platform (Section 3) 
 Reporting Facilities (Rules 3.4; 3.5) 

5. Monitoring Compliance 
and Enforcing Conduct 

Covers Section 5 (Supervision, Disciplinary Matters, Tribunal Proceedings and 
Appeals) and a number of related rules including: 
 Breach of Trading Permission requirements (Rule 1.7) 
 Breaches of Operational Requirements (Rule 2.2) 

6. General Rules Covers Section 1 (Introduction and General Rules) and a number of other general 
rules including: 
 Records, information, returns and recordings (Rules 2.2.23; 2.2.28) 

7. Definitions and 
Interpretation 

Covers Section 7 (Definitions and Interpretation) 

8. Transitional rules Transitional matters 

 

The Individual Contract Specifications for each product listed on SFE (old Section 6) will be included in a Schedule to the Rules. 
The only changes to Individual Contract Specifications will be numbering and cross-referencing changes. 
 


