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INTRODUCTION

This report contains a description of various models or approaches to the
regulation of derivative markets, generally current as of December 31, 1996, based upon
regulatory summaries prepared pursuant to a common framework of analysis. The
report consists of several components which are intended, as a whole, to provide an
overview of specific regulatory responses to general issues relating to derivative
instruments.

The Introduction consists of three sections. Section | contains preliminary
observations concerning various approaches to regulation. It is important to note that
some of the features of both the products and the regulatory programs discussed in this
Section apply equally to markets other than derivative markets.

Section Il contains an analysis of the characteristics of derivative products and of
certain particular concerns relative to derivative markets. The primary areas of
regulatory concern relating to derivatives including the recognition of markets and
products, financial safety and fairness, to name only a few, are explored and the
approaches adopted by different jurisdictions are briefly summarized in Section IlI.

PART ONE of this report is the "Collated Summary of Responses to Common
Framework of Analysis™ which contains the specific responses of participating
jurisdictions to the common framework of analysis. That framework also constitutes
the table of contents of PART ONE. PART TWO is the "Cross Regulatory Summary

Chart" which summarizes the responses in PART ONE.



Generally speaking, derivatives / drk agreements which specify rights and
obligations based on some underlying instrument, investment, currency, product,
index, right or service (the "underlying interest”). Such rights and obligations may be a
cash settlement, delivery of, or the transfer of rights to the underlying interest.
Derivatives do not themselves grant or transfer the underlying interest; the transfer of
rights in any underlying interest arises upon maturity or exercise, depending on the
type of derivative.

For purposes of this report the term "derivative" is construed to refer to only those
products:

(1)  inwhich the market itself is the issuer;

(i)  that are subject to the rules of an exchange; and

(iti)  for which a clearing organization is used to settle profits and losses, make

deliveries and guarantee cleared trades.

While it is recognized that some jurisdictions permit off-exchange trading in
futures and option contracts, the issues raised by such trading or relating to a definition
of markets are not within the scope of this report. Similarly, the different approaches to
recognition and cross-border jurisdiction, such as "national treatment"”, "lead-regulator
arrangements”, "comparability”, "reciprocity”, or "mutual recognition™ are not separately

addressed.

I Preliminary Observations
In general, there is no single "preferred” model for the regulation of derivative

products, markets, clearing houses or those who participate in such markets directly or

1/ Both futures and options contracts are derivative products, but options trading may
raise certain issues which are different from or additional to those related to futures.



as intermediaries. However, a review of the regulatory summaries indicates a
substantial similarity in perceived regulatory objectives. From these summaries, it
appears that these regulatory objectives may be achieved in various jurisdictions by
different means and that regulation need not be identical to adequately address
common regulatory goals. At a minimum, the consensus was that the aims of
regulation should be:
(i) financial safety including the integrity of clearing houses and market
participants;
(i)  fairness, including fiduciary and related customer (investor) protection
concerns; and
(iti) market efficiency and integrity.
There may be a number of explanations for the differences in regulatory structure

and practice among jurisdictions. These reasons include:

The different nature and structure of markets; for example, pit trading as
compared to screen-based or other electronic trading mechanisms,

- The different nature and design of products,

- Different cultural and national customs and practices,

- Legal or juridical distinctions among jurisdictions; for example, differences
between common law and civil law jurisdictions, public and private
markets, and universal banking and non-universal banking or mixed
jurisdictions, and

Historically, different legal implications of specified conduct; for example, in some

jurisdictions, concerns related to anticompetitive practices are a fundamental aspect of

the regulatory system.



Among regulators, perceptions vary as to the significance of specific regulatory
differences and how these differences could be resolved or accommodated where
cross-border transactions occur and other jurisdictions have an interest in a particular
transaction, market or person. Regardless of whether differences in the regulatory
approach exist, there is consensus that bilateral or multilateral arrangements for
information sharing between relevant regulatory authorities (whether governmental,
guasi-governmental or private) are essential to addressing cross-border transactions
effectively. Within the framework of these arrangements, and otherwise, several ways
of resolving regulatory differences may be identified. Among others, these may
include:

- harmonization efforts;

- disclosure of specific regulatory differences upon request to non-national

market participants; and

- arrangements, including choice of law or home 7/ host provisions, which

allocate rules from different jurisdictions to particular transactions or market

participants.

Il.  Features of Derivative Instruments with Implications for Regulatory Regimes
Derivatives are agreements (contracts) which confer rights and / or obligations
based on some underlying interest. The specific rights and obligations encompassed by
a derivative contract may be cash settlement, delivery of, or the transfer of rights to, the
underlying interest. The underlying interest of a derivative may include physical assets
such as commaodities (e-g-, gold, wheat), equities or equity indexes, debt instruments,
other derivative instruments, or any agreed upon pricing index or arrangement, such as

the movement over time of the Consumer Price Index or freight



rates. Whether the underlying interest is a financial instrument or a commodity does
not necessarily alter the nature of the derivative.

The derivative contract is not in itself a transfer of the underlying interest; that
transfer occurs as part of a separate transaction unless the contract is extinguished by
offset. Since the underlying interest itself is not being transferred in a transaction
relating to a derivative, there is no limit to the number of outstanding open positions of
a particular derivative instrument. For example, the open interest of a futures contract
is theoretically unconstrained, but the financial status of market participants and other
market factors serve to keep the open interest below certain resistance levels, whereas
generally the quantity of authorized and outstanding shares of a particular issuer

constitutes the limit for trading in that issue.

o] Regulatory issues relative to the underlying interest characteristic of derivatives
tend to center on fairness and efficiency, concentration of positions, and the delivery

process including allocation of deliveries or exercise in the case of options.

o] When the underlying interest is traded in a jurisdiction other than the one
where the derivative instrument is traded, or identical derivative products are traded
in two jurisdictions, there may be concern that increased potential may exist for fraud
or manipulation because of the likely inability of a regulator in one jurisdiction to
monitor market activity directly and / or to conduct complete investigations of market
activities in another jurisdiction. This may create a need for increased

cross-jurisdictional communication and cooperation. Legal and



regulatory issues relating to the transfer of rights across international boundaries also

may be raised.

On organized exchanges derivatives are, by design, standardized or fungible.
Such standardization together with the interposition of a clearing house or the exchange
itself as a counterparty or guarantor permits multilateral offset and random assignment
of delivery notices (although these features are not exclusive to derivatives). In futures,
although not necessarily in options, for example, a price movement increases the value
of one position while reducing the value of the opposite position by an equal amount.
Thus, derivative trading generally is said to be zero sum.

The interposition of a clearing house (or an exchange) and the requirement to post
standing or initial margins is intended to eliminate counterparty credit risk. (In some
markets, price limits or capital-based position limits are also used to address financial
risk.) Margin posted on derivatives generally is analogous to a performance bond
rather than a down payment. As such, margin is intended to cover the potential failure
due to default to meet settlement variation prior to liquidation of a position. The level
of margin also affects the degree of leverage associated with a contract.

Ordinarily, the daily gain or loss on a position is marked-to-market and, in most
markets, the difference is collected by the clearing house and may be transferred from
the losing to the gaining position holders through the clearing house. For options, in
most markets but not all markets, the writer / seller only is required to post margin

which is marked-to-market each day but not passed through the market.

o] Because the clearing house or exchange is interposed as the buyer to the seller

and the seller to the buyer, the identity of other market participants is less material.
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Such clearing arrangements enhance confidence and liquidity in exchange-traded

derivatives.

o] It is important that the exchange and / or clearing house set margin levels which
are sufficient so as not to imperil the financial integrity of the market and which do

not adversely affect liquidity.

o] The distribution, to customers, of a generic risk disclosure statement is often
required before trading is undertaken. The notification of risk relative to futures and
options trading is not unique to derivatives and does not imply a negative judgment

by the regulator regarding trading in those instruments.

Derivatives facilitate risk shifting and may assist in price discovery for the
underlying interest. Prices from derivative markets may have an effect on the price in
the market for the underlying interest and vice versa. Prices in the derivative market
may be influenced by a concentration of positions, both in the derivative instrument
and the underlying interest. Economic inefficiencies may arise if trading occurs at
artificial or distorted prices.

When physical delivery of the underlying interest is specified in the derivative
contract, issues relating to delivery may arise. These may include the definition of
acceptable commodities or instruments, the appropriateness of alternative delivery

locations and media, the operation of warehouses, or the timing of delivery.

o] Due to these factors, regulatory or enforcement mechanisms may be employed

to deter manipulation and the undisclosed concentration of positions. Regulatory



methods may include large trader reporting, position limits, hedge limit
determinations, monitoring, and / or moral suasion. To the extent trading is
centralized or is reported to a centralized source, compliance monitoring is facilitated.
Enforcement methods involve, at a minimum, the prosecution of fraud and

manipulation.

o] In some jurisdictions, to assure maintenance of a centralized market, certain
off-exchange transactions are precluded; in those jurisdictions where such
transactions are permitted, often they must be reported to a central authority (such as

the exchange).

o] The ultimate value of the rights or obligations conferred by derivatives may be
heavily dependent on developments in the underlying market. Derivatives differ
from their underlying interest; these differences may have regulatory implications.
On the other hand, there is a fundamental relationship between the market for the
derivative and the market for the underlying interest. The nature of this relationship
will depend on the rights and obligations covered by the derivative instrument and

may also have regulatory implications.

o] Particular characteristics of derivatives may raise possible regulatory issues.
Alternative regulatory responses may be designed or may have evolved to address

such characteristics in different markets.



I11. Areas of Regulatory Concern

A. The "Recognition” of Markets and Products

Domestic: The collected responses of the reporting jurisdictions suggest that the
juridical and factual bases for determining whether a market, product, transaction or
clearing house is domestic or foreign differ among jurisdictions:

- most jurisdictions reported that official domestic markets must be
"recognized"”, authorized by statute or otherwise, or created by grant,
although many jurisdictions have private, wholesale or other markets for
which there exists no governmental or quasi-governmental supervisory
authority;

- most jurisdictions reported that domestic products or certain domestic
products must also be recognized, authorized, licensed and / or otherwise
approved; and

- the majority of the jurisdictions reported that domestic clearing houses must
be recognized, authorized, approved or drawn from a specific class of
market participant such as a bank.

Although criteria for such approvals or the establishment of markets exist in most
jurisdictions, they are frequently not very specific. All jurisdictions, however, consider
the public interest in regulating markets and generally construe that interest to
encompass, to various degrees, the general objectives of fairness, market efficiency and
financial safety.

Very few jurisdictions reported different considerations for electronic markets or
singled out regulatory principles uniquely applicable to derivative markets.

In some jurisdictions, derivative products (including futures, futures options and

options) are each specifically recognized, and must satisfy a test of economic utility. In
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other jurisdictions, this enquiry is not undertaken and market forces are relied upon to
determine whether a derivative product is offered by an exchange.

Foreign: To the extent that separate criteria exist in some jurisdictions for
reviewing, authorizing or recognizing foreign markets, clearing organizations,
transactions or products, they involve a different regulatory interest from those related
to domestic markets. For example, all reporting jurisdictions appear to share concerns
about adequate information sharing; many also consider access to grievance procedures
for national customers participating in foreign markets to be important. There may also
be concerns regarding the adequacy from a prudential perspective of home regulation.

Where foreign clearing houses are separately recognized or authorized,
recognition issues include review of the function of custodianship, transfer of funds
capability, and adequacy of home regulation, in conjunction with the function of

guaranteeing transactions.

B. The Regulation of Financial Intermediaries

Most jurisdictions report differences in applicable regulations based on the type of
relationship of the intermediary to and its contact with the jurisdiction.

Some jurisdictions, and different regulators within others, distinguish the
regulatory requirements to be applied to commercial and / or sophisticated customers
from those applied to non-commercial and / or unsophisticated customers. Similarly,
in some cases, regulatory (as opposed to enforcement) jurisdiction is not asserted in
relation to customer orders which are "accepted" as opposed to "solicited.”

No separate regulatory concerns were reported with respect to the authorization,

licensing or recognition of financial intermediaries for the execution of transactions on



screen-based trading systems or with respect to the effecting of transactions in

derivative products.

C. Financial Safety

Prudential or financial safety requirements protect markets and funds from credit
and systemic risk and also seek to ensure that only those persons who have been
deemed to be creditworthy have access to the markets. In relation to derivative
markets, these requirements are designed to reflect the special risk attributes of
derivatives, for example, the fact that positions in these markets may be highly
leveraged or geared. Financial requirements, then, generally are an aspect of all
regulatory programs, and the types or combination of types of requirements are fairly
similar in form. The degree of reliance on each of capital, credit, margin, guarantee
deposits, segregation and surveillance may vary; the information with respect to such
matters which is available to regulators will also differ and reflect variations in the
relevant regulatory regimes. For example:

Capital-Based Qualifications for financial intermediaries exist in all jurisdictions,
however, none of the jurisdictions reported specified capital requirements for
exchanges. There are jurisdictional differences as to whether requirements are imposed
on clearing organizations and clearing members. Differences also exist regarding the
type of organization which imposes such requirements.

Adequate Clearing Facilities are an element of universal regulatory concern; while
most jurisdictions have some operating requirements, many matters relevant to the
clearing process may be determined at the discretion of the clearing house or the

exchange.

Margin and Credit Extension Requirements. Margin requirements generally are
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set by the relevant exchange and, in many jurisdictions, are subject to some form of
regulatory oversight (e.g- authority to approve levels established by exchanges,
emergency authority). Levels of margin ordinarily are set by reference, in part, to
formulae related to volatility. The definition of good collateral varies among
jurisdictions. Practice among clearing houses or exchanges varies as to whether letters
of credit and equity securities are acceptable as margin. A financial intermediary may
accept different types of collateral from that which is accepted by the relevant clearing
house or exchange. Most markets settle daily on T+1; different margin models are
typical. Some clearing organizations or exchanges collect original margin on a gross
basis and some collect net; if collected, variation margin ordinarily is collected on a net
basis. Certain jurisdictions restrict the giving of credit for securities-regulated
derivative products; in other jurisdictions, the relevant regulatory authorities do not
restrict credit.

Einancial Compliance. All reporting regulators of derivative markets maintain
continuous and / or periodic financial surveillance of markets and financial
intermediaries. The components and timing of these programs differ substantially from
jurisdiction to jurisdiction.

Customer Funds Protections and Insalvency. There is some diversity in the
manner in which protection of customer funds is achieved: Most jurisdictions have
requirements relating to insurance or performance guarantees and segregation of
customer funds from those of the firm - the calculation of what must be segregated and
for whom differs from jurisdiction to jurisdiction. Therefore, although some
jurisdictions rely primarily on segregation to protect customer funds, most require a

combination of segregation and other prudential requirements. In circumstances



where a trust is implied by segregation, its scope (and hence its impact on clearing
organization priority) varies among jurisdictions. Many jurisdictions also have
requirements regarding the location of customer funds and how they must be invested.
These protections are intended to provide some protection from defalcation, to facilitate
the transfer of positions in market disruptions, and to accord special treatment to
customer funds when the financial intermediary becomes insolvent.

Reporting and Recaordkeeping for Financial Safety. All jurisdictions require the
creation, maintenance and retention of current financial records, although the form and

supervision of records and the periods of retention differ.

o] Increased international cooperation among regulators in relation to financial
surveillance would enhance efficiency; it may also be necessary to achieve and
sustain adequate levels of supervision, especially in circumstances where activities
undertaken in one jurisdiction have an impact in another. Additionally, in
increasingly internationalized markets, effective financial surveillance may not be

feasible without cooperation among relevant authorities.

o] Domestically, coordination is achieved within most jurisdictions by joint audit
plans and lead regulator arrangements. To the extent that the scope and emphasis of
financial audit or surveillance programs can be made more uniform across markets
and jurisdictions, surveillance may be made more effective and cost-efficient. A
better understanding of the financial regulatory requirements and audit customs and
practices in different jurisdictions should facilitate cooperation efforts and enhance

the utility of any information obtained. Increased cooperation in relation to



international clearing and settlement procedures also may be desirable to reduce

systemic risks.

D. Fairness

Customer protection generally is addressed by regulatory standards imposed on
financial intermediaries; these relate to: the integrity, skill and diligence of those who
deal for customers; conflicts of interest; observance by persons who deal for customers
with requirements related to the conduct of business, including order execution,
restrictions on the misuse of information, the equitable availability of information,
prohibitions on misrepresentation, and required disclosure; and the availability of
procedures and forums to resolve grievances.

Two of the main differences which exist among reporting jurisdictions in the
application of particular regulatory requirements intended to ensure customer
protection are the distinctions made between solicited and unsolicited business and
sophisticated and unsophisticated customers. A jurisdiction-by-jurisdiction review
indicates the following:

Authorization Qualification and Good Standing. All jurisdictions have fitness
requirements for financial intermediaries, which consider previous violative conduct,
character and competency. A bar from doing business in one jurisdiction is in all cases
considered by other jurisdictions in making fitness determinations.

Qrder Execution Requirements. The trading rules relating to order execution
differ from jurisdiction to jurisdiction but each reporting jurisdiction indicates that its
rules are intended to provide fair execution to customers and to prevent fraud. Most
jurisdictions report restrictions on the misuse of information; differences exist as to

what constitutes misuse. On a world wide basis, dual capacity is in effect precluded for
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most options trading although no explicit ban exists for derivative trading in most
jurisdictions. Generally, however, a "customer first" rule is imposed when dual capacity
trading is permitted.

Sales Practice Requirements. Sales practice standards related to required
disclosures, prohibitions on misrepresentations and improper trading activities such as
unauthorized trading or trading ahead of customers exist in most jurisdictions.
Jurisdictions with derivative markets generally require the provision of a risk disclosure
statement to customers, however, the form of disclosure and to whom it must be
provided differ from market to market. All regulated jurisdictions prohibit provision of
false or misleading information but differences exist concerning liability for omissions
and the legal standard for finding violations.

The general rules against misrepresentation and fraud apply to advertising in all
cases, but some jurisdictions have special supervisory rules or explicit restrictions on
the content of promotional material. Many jurisdictions do not restrict cold-calling.

Caompliance Monitoring. In most jurisdictions, the monitoring of compliance with
sales practice programs focuses on internal controls (self-policing) and the investigation
of customer complaints. The frequency of review of sales practices and the scope of
such reviews, however, vary among jurisdictions. Enforcement cases also address
abuses in the sales practice area which may not be readily addressed by audit or review
programs.

Records and Information Available to Customers. All jurisdictions generally
require the creation and maintenance of records with respect to the execution and
financial effect of transactions. Jurisdictions differ as to the records and information

which must be made available to customers.



o] Information relating to trading and any specific local requirements should be
available both to customers and financial intermediaries. It would be helpful if the
types of information about markets, trading on those markets and specific local
requirements could be in "standard” form. Additionally, transaction and market
information should be available to all customers in an equitable manner and, ideally,

on a real time basis.

o] Risk disclosure statements for derivative products generally cover, at a
minimum, "generic” risks and to that extent could potentially be harmonized to
reduce duplication. The potential for harmonizing additional risk and other

disclosures required in certain jurisdictions, however, is significantly less certain.

o] The jurisdiction where the customer resides may have an enforcement interest
in using its own law to prevent misrepresentations to such customers independent of

any required risk disclosure statement.

E. Market Efficiency

Market integrity issues are central to regulatory programs relating to derivative
markets and products. Various methods are used by relevant regulatory authorities to
address these concerns.

Product Design. Many markets report requirements for product design and
restrict products which can be the subject of derivatives, and most have delivery
specifications or procedures. Some markets reported volume requirements. These

types of requirements appear to be unique to derivative markets.



Market Disruption and Surveillance. Most markets prohibit market manipulation.

The precise definition of the term "manipulation” may vary from jurisdiction to
jurisdiction. The means of preventing this practice, whether by direct surveillance,
product design requirements, position limits or other measures, as well as the extent to
which it is subject to regulatory oversight differ among markets. Some markets report
special procedures and regulations; for example, position limits, price limits or market
halts, settlement price rules, dormancy rules and emergency actions, although the mix
of these varies from jurisdiction to jurisdiction. Differences however exist as to the
degree of the relevant regulator’s responsibility and authority to prevent disruptions.

Trading Rules relating to types of permitted orders, off-exchange trading
restrictions, and types of permitted market-making activities differ considerably from
jurisdiction to jurisdiction.

Audit Trail. All jurisdictions report that they require some means to permit the
reconstruction of trades and transactions (i-e., audit trail). However, the manner in
which the audit trail is recorded and made available differs among jurisdictions.

Reporting Requirements, such as large trader reporting, exist in some

jurisdictions. These requirements are used for financial as well as market surveillance.

o] When activities in one market have an effect on another market (whether or not
those markets are in the same jurisdiction), adequate information sharing between
relevant regulatory authorities, sufficient to assure effective enforcement, is of
common concern. Participants in the markets also have a strong interest in the
applicable rules, including those related to preventing manipulative market

activities.



o] Among regulators, there is agreement that there must be an adequate audit trail
of all transactions. lIdeally, the types of information constituting the audit trail and
the degree of its accessibility, to both the relevant regulatory authorities and the
public, should be as similar as possible across jurisdictions. At present, there are
substantial differences due to the varying legal and regulatory requirements of

different jurisdictions.

THE PARTICIPANTS



PART ONE

COLLATED SUMMARY OF RESPONSES TO

COMMON FRAMEWORK OF ANALYSIS



Operational Definitions ("Home" vs. "Host")

A.

Markets and Products

1.

(a) Describe the factual bases for determining for regulatory
purposes in your jurisdiction that a clearing house, market and / or
product is a domestic clearing house, market and / or product (e.g.,
place of incorporation, location of trading floor) and identify all such
clearing houses and the markets and products traded thereon in your
jurisdiction.

Section 4 of the Commodity Exchange Act (CEA) requires that all
futures and certain option contracts traded in the United States must
be effected on boards of trade that have been designated as contract
markets unless exempted by the Commission. To date, eleven boards
of trade have been designated as contract markets and all of the
contract markets are incorporated in the U.S. The eleven boards of
trade are as follows: Chicago Board of Trade (CBT), Chicago
Mercantile Exchange (CME), Coffee, Sugar, & Cocoa Exchange, Inc.
(CSC), Commodity Exchange, Inc. (COMEX), Kansas City Board of
Trade (KCBT), MidAmerica Commodity Exchange (MidAm),
Minneapolis Grain Exchange (MGE), New York Cotton Exchange
(NYCE), New York Futures Exchange (NYFE), New York Mercantile
Exchange (NYMEX), and Philadelphia Board of Trade (PBOT).
Although all boards of trade are separately incorporated, three boards
of trade own the stock of another board of trade, that is, CBT, NYMEX
and NYCE, respectively, own the stock of MidAm, COMEX, and
NYFE.

All eleven boards of trade are considered to be self-regulatory
organizations. Another self-regulatory organization is the National
Futures Association (NFA), headquartered in Chicago, Illinois, which
is registered with the Commission as a futures association. NFA is a
membership organization which assists the Commission in the
regulation and oversight of firms and professionals involved with
futures trading.

The CEA does not require separate designation of clearing houses.
However, for regulatory purposes, the clearing house is deemed to be
subject to the same regulatory treatment as the exchange for which it

clears. See Board of Trade Clearing Corp (BTCC) v_Commodity

Eutures Trading Commission, [1977-1980 Transfer Binder] Comm. Fut.
L. Rep. (CCH), 11 20,534 (Distr. D.C. 1978), aff'd, Appeal No. 78-1263

(D.C. Cir. 1979) (unreported).
In this regard, at some boards of trade, the clearing function is handled

by a department or division within the board of trade; other boards of
trade have their trades cleared through separately
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incorporated entities that are independent of the board of trade. A few
clearing entities, while separately incorporated, are wholly-owned
subsidiaries of the board of trade.

The eleven boards of trade designated as contract markets currently
have their trades cleared through the following entities:

CBT: Board of Trade Clearing Corp.;

CME: CME Clearing House Division;

COMEX: *COMEX Clearing Association;

CSC: Commodity Futures Clearing Corp. of New York;

KCBT: KCBT Clearing Corp.;

MidAm: Board of Trade Clearing Corp.;

MGE: MGE Clearing House Division;

NYCE: Board of Trade Clearing Corp. (for operational component);
Commodity Clearing Corp. (for financial component);

NYFE: Intermarket Clearing Corp. (a subsidiary of the Options

Clearing Corp.);

NYMEX: NYMEX Clearing House Division;

PBOT: Intermarket Clearing Corp.

*It is anticipated that the COMEX Clearing Association eventually will
be dissolved and COMEX trades will be cleared through the
NYMEX Clearing House Division.

The eleven boards of trade designated as "contract markets" offer open
outcry, auction markets for a wide variety of futures, including futures
for financial, currency, energy, agricultural, and precious metal
commodities. In addition, the boards of trade offer option contracts on
many of these products.

Exchange | inkage Arrangements

U.S. exchanges have entered into the following linkage arrangements,
none of which required the non-U.S. exchange to be designated by the
CFTC as a contract market:

- Chicago Mercantile Exchange (“CME”) - Singapore International
Monetary Exchange;

- CME-Marché a Terme International de France (“MATIF”)
cross-exchange access;

- New York Mercantile Exchange (“NYMEX”) - Sydney Futures
Exchange (“SFE”);

- Chicago Board of Trade (“CBT”) - London International Financial
Futures and Options Exchange (“LIFFE”).
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The New York Cotton Exchange ("NYCE”) operates a trading facility
at the International Financial Services Center in Dublin, Ireland which
facility is treated as an extension of the CFTC-designated contract
market.

Electronic Systems

At present, three domestic boards of trade participate in an automated
trading system involving the use of futures contracts. The CME uses
the "Globex" system, the CBT uses "Project A" and the NYMEX uses
"Access". Neither Project A nor Access currently permit the listing by a
foreign exchange of its products on that trading system.

Through the Globex computerized trading system of the CME, it is
possible for a foreign exchange to "list" its products on the Globex
system. The CFTC staff has expressed its opinion that the mere
presence of Globex terminals in the U.S. should not cause the CFTC to
deem any exchange for which products are listed through that system
to be a domestic exchange. However, in so stating, the CFTC staff
stated that it would have to review the particulars of any proposal for
foreign exchange products to be listed on the Globex trading system
and that it is committed to maintaining the integrity of the

U.S. markets and protecting U.S. customers. Moreover, the staff would
expect the CFTC to review such proposals to determine whether access
to information necessary to meet its own responsibilities under the
CEA would be adequate.

The Futures Trading Practices Act of 1992 (FTPA) granted the
Commission authority to exempt certain transactions from the CEA.
On January 14, 1993, the CFTC adopted rules under its exemptive
authority to exempt certain "hybrid instruments"” and swap
transactions from certain sections of the CEA. See 58 Fed Reg. 5580
and 5587 (January 22, 1993).

Section 5 of the Securities Exchange Act of 1934 (34 Act) provides that
it is unlawful:

for any broker, dealer, or exchange . . . to make use
of the mails or any means or instrumentality of
interstate commerce for the purpose of using any
facility of an exchange . . . to effect any transaction
in a security . . . unless such exchange (1) is
registered as a national securities exchange under
Section 6 of [the 34 Act], or (2) is exempted from
such registration . . . .

- 22 -



Interstate commerce is defined in Section 3 (a) (17) of the 34 Act. In
general, interstate commerce includes trade, commerce, transportation
or communication among the several states or between any U.S. state
and a foreign country. Interstate commerce also includes intrastate use
of any intrastate instrumentality. Section 17A of the 34 Act also
requires clearing agencies making use of the mails or any means or
instrumentality of interstate commerce to register with the United
States Securities and Exchange Commission (SEC). The terms
"exchange", "clearing agency", and "security" are defined in the 34 Act.
See Sections 3 (a) (1), 3 (a) (23), and 3 (a) (10), respectively. The term
"security” includes, among other things, stock; corporate, municipal
and U.S. government bonds and other debt securities; options on
equity and debt securities; stock index options; and foreign currency
options traded on a securities exchange.

U.S. securities markets are comprised of: (1) eight registered national
securities exchanges (including five exchanges that trade options);
(2) one exempt exchange; (3) fifteen registered clearing agencies
(including one clearing agency for all standardized options, and one
for over-the-counter (OTC) options on government securities); (4) an
OTC market regulated by a national registered securities association,
subject to SEC oversight; and (5) several automated trading systemes,
one of which trades options on U.S. treasury securities. Numerous
products trade on these markets, including, but not limited

to: (1) individual stock; (2) corporate and government bonds;

(3) individual stock and stock index options; (4) foreign currency
options; (5) stock index warrants; and options on government
securities.

For the purposes of this paper, the term "exchange" (rather than
"market") is used.

The Financial Services Act of 1986 (FSA) does not require
differentiation between "domestic" or "foreign” products. The
comments in this section are, therefore, restricted to exchanges and
clearing houses only.

An exchange will be regarded as "domestic" if the head office is located
in the UK and it is carrying on investment business, that is making
arrangements for persons to deal in investments, in the UK (FSA,
Schedule 1, paragraph 13 (b)). Such an exchange will be subject to
direct and primary UK regulatory oversight.

Similarly, a clearing house will be regarded as "domestic" if the head
office is located in the UK and it is carrying on investment business,
that is making arrangements for persons to deal in investments, in the



UK (FSA, Schedule 1, paragraph 13 (b)). Such a clearing house will be
subject to direct and primary UK regulatory oversight.

Under the Investment Services Directive, a regulated market will be
considered as a domestic regulated market if the registered office of
the body which provide trading facilities is situated in France.

There is currently one future market in France, the MATIF and one
option market, the MONEP.

At present, markets operated by stock exchanges established and
licensed in our jurisdiction are regarded as domestic markets. (Itis
prohibited to operate a market or a quasi-market in Japan without a
license.)

Domestic investors are allowed to use any foreign markets.

However, in order to prevent inappropriate solicitation of investments
into the foreign markets with inadequate investor protection, the Japan
Securities Dealers Association designates eligible foreign markets
(exchange and OTC) to which JSDA members can solicit, and receive
investment orders from, individual investors. This rule is not applied
to the transactions with institutional investors and large corporate
investors.

With regard to the foreign products, the licensed broker / dealers are
allowed to transact the "foreign securities” and the "foreign futures and
options", as defined by the Securities and Exchange Law. As far as the
product falls into the categories above, it can be freely transacted by
the broker / dealers without individual recognition.

The Australian Securities Commission (ASC) is responsible for the
administration of the Corporations Law (CL) on a national basis.

The regulation of the Australian futures market is based on a scheme
of coregulation. However, the ASC, through the CL, is the overriding
statutory authority monitoring and regulating futures markets in
Australia.

Sections 1126, 1131 and 1132 of the CL provide that a body corporate
may apply to the ASC for approval by the Minister as a futures
exchange, clearing house or futures association respectively.

Section 1123 prohibits the conduct of an unauthorised futures market
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and Section 1128 prohibits a corporation from providing clearing
house facilities for a futures market unless approved.

If the facility being used / activity is within Australia or the business is
established within Australia then the conduct of the business is
regulated. Products are indirectly regulated. Exchange Members are
regulated whilst dealing on the domestic exchange. Australian
non-residents are regulated if they deal in Australia. Australian
residents dealing on overseas markets through a member of a domestic
exchange must deal on a recognised exchange. The futures broker is
regulated to the point of transmission of orders to the overseas
recognised exchange.

All futures trading for clients must occur either on a local approved
futures exchange or an overseas recognised futures exchange as
specified in Schedule 11 of the CL Regulations.

There are two approved local futures exchanges in Australia: the
Sydney Futures Exchange (SFE) and the Australian Financial Futures
Market (AFFM). The SFE is a company limited by guarantee and is a
futures exchange and is a futures association under the CL. The AFFM
is a company and is a wholly owned subsidiary of the Australian Stock
Exchange Limited. The AFFM is not currently active.

The SFE, whilst based in Sydney, has an Australia-wide and
international membership.

There is one approved clearing house in Australia: the Sydney Futures
Exchange Clearing House Pty Limited which became fully operational
on December 1%, 1991. The SFECH clears the SFE.

Products approved to be traded on the SFE are 90-day Bank Accepted
Bill futures and options, All Ordinaries Share Price Index futures and
options, 10-year Australian Treasury bond futures and options, 3-year
Australian Treasury bond futures and options, Wool futures,
Deliverable Greasy Wool futures, individual share futures and the
facility to Exchange for Physicals.

An exchange is a domestic exchange if it carries on business in Ontario
(that is, if the exchange is located in Ontario). A product is a domestic
product if it is traded on an Ontario exchange. There are two
exchanges in Ontario which trade "derivatives" (as defined in this
survey): The Toronto Futures Exchange (TFE); and The Toronto Stock
Exchange (TSE).



The contracts traded on the TFE are the Toronto 35 Future Contract,
and TSE 100 Future Contract. The Toronto 35 Index Option Contract
and the TSE 100 Index Option Contract are traded on the TSE.

Derivatives traded on the TFE and the TSE are cleared by Canadian
Derivatives Clearing Corporation ("CDCC").

An exchange (or a clearing house) is a domestic exchange (or clearing
house) if it carries on business and is located in Quebec. There is one
exchange in Quebec ( the Montreal Exchange ). A productis a
domestic product if it is traded on the Montreal Exchange. Derivatives
traded on the Montreal Exchange are cleared by the Canadian
Derivatives Clearing Corporation.

The contracts traded on the Montreal Exchange are futures and options
on futures on financial instruments and equity options.

Hong Kong Law provides for the licensing of a domestic futures
exchange in Hong Kong and requires regulatory approval of any
clearing house used by that exchange. The Hong Kong Futures
Exchange Ltd. (“HKFE”) is the only futures exchange licensed in Hong
Kong. HKFE products include: Hang Seng Index (*“HSI’’) futures;
Three Month Hong Kong Interbank Offered Rate (“HIBOR™) futures;
four Hang Seng Sub-indices (Commerce & Industry, Properties,
Utilities and Finance) futures; European style HIS options; stock
futures on Stock Exchange of Hong Kong Ltd listed companies and
One-Day Rolling Currency futures on the US Dollar versus Japanese
Yen and German Deutchmark.

The HKFE Clearing Corporation Limited (“HKCC?”) is a wholly-owned
subsidiary of HKFE and was established to operate a clearing house
for the purpose of clearing all trades effected on the HKFE. HKCC is a
recognised clearing house under the Securities and Futures (Clearing
Houses) Ordinance SF(CH)O.

The Stock Exchange of Hong Kong Ltd (“SEHK?”) has the exclusive
right by law to operate a stock market in Hong Kong. In 1995 the
SEHK began operating a market for American style stock options. As
of the end of 1995, 9 option classes were trading on the SEHK.
Numerous warrants are also available for trading at the SEHK.

All stock options contracts traded on the SEHK are cleared through a
central clearing house, the Stock Exchange of Hong Kong Options
Clearing House Ltd. (“SEOCH?”), a wholly owned subsidiary of the
SEHK. SEOCH is a recognised clearing house under the SF(CH)O.
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The SF(CH)O) enables the SFC to declare a clearing house, as defined,
to be a recognised clearing house. A “clearing house” means, in effect,
any person whose activities involve the clearing of futures products
traded at HKFE or securities traded at SEHK. Upon recognition, a
clearing house is subject to SFC regulation and is exempt from certain
provisions of insolvency law.

Clearinghouses, markets and products are considered domestic when
these entities are created, mature and are liquidated within Chilean
territory.

If a marketplace, a clearing house or a product (financial instrument) is
to be looked upon as domestic or foreign depends on the law of which
country that ought to be applied. The choice of applicable law is done
in accordance to Swedish regulation.

In the Swedish Companies Act of 1975 a company is formed by one or
more founders. A founder shall be resident in Sweden or a Swedish
legal person. The founders shall draw up a deed of formation which
shall contain a proposal for articles of association. These articles shall
specify inter alia the municipality in Sweden where the registered
office of the board of directors is to be located. After the registration
the company will be a Swedish legal person.

Back in 1988 the former Bank Inspection Board had given some guide
lines for how to trade, e.g., standardized options and futures due to the
October crisis in 1987 on the stock exchanges.

Since then the whole present securities regulation and legislation has
been established. For instance concerning settlement notes, time
registration and risk disclosure statement, provisions in FFFS 1996:33.
At licensing securities firms and mutual funds managing companies,
e.g., there is now a checking of what special capacity the applying firm
or company holds in the derivatives market. Risk management and
evaluation has been covered in the FFFS guide lines 1994:35
concerning management, internal information and control within
credit institutions and securities firms.

The expiring of the 1988 guide lines has occurred simultaneously with
the implementation of the investment services directive and the capital
adequacy directive, that is January 1%, 1996.



The bases for determining regulatory jurisdiction are related to the
business of dealing in futures contracts.

An Exchange will be regarded as "domestic" if its dealers are in the
business of dealing in futures contracts in New Zealand.

Section 37 (5) of the Securities Amendment Act 1988 provides, "... a
person deals in futures contracts if that person: -

(@) acquires or disposes of the futures contract on behalf of another
person; or

(b) offers to acquire or dispose of the futures contract on behalf of
another person; or

(c) on behalf of another person induces, or attempts to induce, a
person, to acquire or dispose of the futures contract; or

(d) advises or assists a person in connection with the acquisition or
disposition of the futures contract ...".

New Zealand Futures and Options Exchange is currently the only
authorised futures exchange in New Zealand. Products traded on
New Zealand Futures and Options Exchange include three and ten
year Government Stock Futures and Futures Options, 90 Day Bank Bill
Futures and Futures Options, NZSE 10 Share Index Futures and
Futures Options, a New Zealand Electricity Futures Contract and
Exchange Traded Equity Options on the ordinary shares of Telecom
Corporation of New Zealand Limited, Fletcher Challenge Limited,
Brierley Investments Limited, Carter Holt Harvey Limited, Fisher and
Paykel Industries Limited, Fernz Corporation Limited, Goodman
Fielder Limited, Independent Newspapers Limited and Lion Nathan
Limited.

New Zealand Futures & Options Exchange Limited is cleared and
guaranteed by the Sydney Futures Exchange Clearing House Limited.

Legislative decree 415 of July 23,1996, which transposed into the
national law the EC Directive 93/22 on investment services, recently
introduced material changes in the Italian regulations of cash and
derivatives markets, set by law no. 1/91.

Currently, markets are public entities authorized by the Ministry of the
Treasury. They are regulated by Consob, which defines market



structure and contract terms, except for Government Bond markets
whose regulations are set by the Ministry of the Treasury.

Markets are in the process of being transformed into private companies.
The legislative decree no. 415/96 provides that "the organization and
the management of regulated markets for financial instruments should
be performed by an incorporated company”. These markets will then be
governed by regulations set up by the management company.
However, these regulations have to be approved by Consob. Contract
design, until now carried out by Consob, will be the responsibility of the
markets themselves.

Consob will supervise market management companies in order to
ensure transparency of the market, orderly trading and investors'
protection. To this end Consob will issue "main guidelines”, that have
to be complied with by management companies in conducting their
activity.

Italian derivatives markets are MIF (Future Italian Market) and MTO
(Option Italian Market) which were instituted by the Ministry of the
Treasury respectively in 1992 and 1994 and the IDEM (Italian
Derivatives Market), whose trading was authorized by Consob in 1994
pursuant to article 23 of law no. 1/91.

In 1992 the Italian Clearing House (Cassa di Compensazione e
Garanzia) was established by provisions issued by Consob and the Bank
of Italy.

The notion of a domestic market does not exist in this sense in the
Spanish law. A market is considered to be "domestic” if the head office
is located in Spain and it carries its business there.

For the purpose of this paper, the terms "exchange" and "market" have
the same meaning. An Exchange is considered a domestic exchange if
it is located in Argentina. Futures and Options Contracts are
considered domestic if they are traded on Argentine Exchanges. At
present, there are no independent Clearing Houses for futures and
options markets. Each exchange has its own in-house clearing
organization for the settlement of contracts.

There are Three exchanges in Argentina which trade futures and
options contracts. They are:

1. Mercado de Valores de Buenos Aires S.A. (MERVAL) - Option
Contract on Shares and Public Bonds;
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2. Mercado a Termino de Buenos Aires S.A. - Futures Contract on
Soybean, Sunflower, Wheat and Corn - Options Contract on
Futures Contract on Soybean, Sunflower, Wheat and Corn;

3. Mercado a Termino de Rosario S.A. (ROFEX) - Futures Contract
on Soybean Rosafe Index - Option Contract on Futures Contact
on Soybean Rosafe Index.

Derivatives within the meaning of the study are primarily traded in
Germany on the Deutsche Terminborse (German Options and Futures
Exchange, DTB) at Frankfurt am Main. The clearing of the transactions
effected on the Exchange, i.e., the settlement, maintenance of collateral
and margin, and payment and physical delivery, is handled
exclusively by Deutsche Borse AG. Currently, the following products
may be traded on the DTB:

- DTB BUND Futures (Long-Term Bund Futures);

- DTB BOBL Futures (Medium-Term Bund
Futures);

- DTB SHAZ Futures (Short-Term Bund Futures);

- DTB DAX Futures (DAX Futures);

- One-month-Euromark-Future;

- Threee-months-Euromark-Future;

- Options on BUND Futures;

- Options on BOBL Futures;

- Options on DAX Futures;

- DAX options;

- MDAX-options;

- $US/DM-options;

- Stock options.

In addition to the DTB, options and futures trading is basically
possible on all eight German stock exchanges. At present, trading on a
significant scale takes place on the Frankfurt Stock Exchange only,
specifically in stock options which are not admitted to trading on the
DTB. Participation in options trading is, under the "Special Conditions
for Options Trading on the German Stock Exchanges”, subject to
recognition as a Participant by the Lombardkasse AG. The
Lombardkasse AG acts as a clearing agent for options trading.

The Futures Industry Act 1993 (“FIA”) defines futures market as a
market, exchange or other place at which, or a facility by means of
which, futures contracts are regularly traded. Section 3 of the FIA
provides that no person shall establish, operate or maintain or assist in



establishing, operating or maintaining or hold himself out as providing,
operating or maintaining a futures market that is neither a futures
market of an exchange company nor an exempt futures market.
Currently, there are three futures exchanges - Kuala Lumpur Options
and Financial Futures Exchange (“KLOFFE”), Malaysia Monetary
Exchange (“MME”), both of which are established for trading of
financial futures, and Kuala Lumpur Commodity Exchange (“KLCE”)
for trading in commodity futures contracts.

The FIA also requires the exchange companies, in respect of each
futures market that they operate, to make arrangements, to the
satisfaction of the Minister of Finance (“Minister”), for a clearing house
to provide clearing house facilities. The Malaysian Derivatives Clearing
House (“MDCH?”) carries out the clearing functions for KLOFFE and
MME while the Malaysian Futures Clearing Corporation (“MFCC”) for
KLCE. At the moment, both clearing houses are in the process of a
merger, and once the merger is effected, there will be only one clearing
house clearing for all contracts traded on KLCE, KLOFFE and MME.
All of the futures exchanges and clearing houses are regarded as
domestic and are subject to the FIA.

In relation to the products traded on the exchange, any introduction of
a new contract is effected by way of amending the business rules of the
relevant exchanges. The amendment to the business rules in turn, is
subject to the approval by the Securities Commission (“Commission™).

All exchanges and clearing houses are located in Kuala Lumpur.
Currently, the exchanges provide facilities for trading of:

1. KLOFFE: Kuala Lumpur Composite Index Futures;

2. MME: 3-Month KLIBOR futures;

3. KLCE: Crude Palm Oil, Crude Palm Kernel Oil, Rubber(RSS1
and SMR 20), Tin and Cocoa.

The formal derivative markets, products and relevant financial
intermediaries are regulated in South Africa in terms of the Financial
Markets Control Act 55 of 1989, and the regulator approved rules and
regulations of the exchanges licensed in terms of this act. The only
derivatives exchange licensed in South Africa is: The South African
Futures Exchange (Safex), which also has an Agricultural Markets
Division (AMD).



(b) Once a determination is made that a clearing house, market
and / or product is domestic, must such clearing house, market
and / or product be recognized (in the United States, designated?)

Section 4 of the CEA requires that all futures and certain option
contracts traded in the United States must be effected on boards of
trade that have been designated as contract markets, unless otherwise
exempted by the CFTC. Pursuant to the FTPA, the CFTC was granted
broader discretion to exempt contracts from the exchange trading
requirement consistent with the public interest. See Section 4 (c) (1) of
the CEA. In September 1995, the CFTC used this authority to establish
a regulatory framework for a three-year pilot program to permit
certain transactions to trade on contract markets exempt from certain
requirements of the CEA and CFTC rules. The CFTC took this action
following the submission of petitions for exemptive relief filed by the
CBT, CME and NYMEX. See 60 Fed. Reg. 51323 (October 2", 1995).

The CEA does not require separate designation of clearing houses.
However, as noted above, for regulatory purposes, a clearing house is
deemed to be subject to the same regulatory treatment as the exchange
for which it clears. Section 5 of the CEA requires that individual
contracts also must be designated separately before they may be
traded on or subject to the rules of a contract market. See LA.1. (¢)
below.

See I.A.1 (c) below.

By virtue of its carrying on investment business within the UK, a
domestic exchange must be authorised or acquire the status of
"Recognised Investment Exchange” (RIE) (FSA, s. 3, 36 and 37). Asa
practical matter, all current UK domestic exchanges have obtained
recognition.

As in the case of an exchange, a domestic clearing house must be
authorised or acquire the status of "Recognised Clearing House" (RCH)
in order to provide clearing services for the transaction of investment
business within the UK (FSA, s. 3, 38 and 39). As a practical matter, the
two existing UK domestic clearing house, The London Clearing House
Ltd and Crestco Ltd have obtained recognition.



Under the Modernisation of Financial Activities Act (« the Act »)

n° 96-597 of July 2"9, 1996, implementing the E.U. Investment Services
Directive, the recognition of a futures or option market as a regulated
market is subject to the approval of the Ministry of Finance, upon
proposal of the Conseil des Marchés Financiers (CMF), the
professional authority and after the opinions of the Commission des
Opérations de Bourse (COB) and the Banque de France are taken.

To be recognised as a regulated market, a futures or option market
must function regularly. Regulations issued by the market must
define the conditions for access to the market (membership), the
conditions for admission to trading, the conditions for the suspension
of trading in a contract and set out rules relating to the reporting and
publication of transactions.

The MATIF and the MONEP are recognised as regulated markets.

A clearing house must be have the legal status of a credit institution
and must be registered as such. The operating rules of the clearing
house have to be approved by the Conseil des Marchés Financiers.

Licensed stock exchanges are required to obtain approval of the
Finance Minister in order to open securities-related futures and
options markets. Each stock exchange has its own clearing facility,
therefore, there is no independent licensing of clearing houses. In
order to trade securities related futures and option products, securities
companies and financial institutions are required to obtain licenses.

A market, once it has been determined as domestic, must either be
recognised or made an exempt market. Products, to be traded on
domestic exchanges are set out in the relevant Business Rules (i.e.
Rules, Regulations, By-Laws, Memorandum & Articles of Association)
of the participating exchange and new products added by way of
amendment. Amendments of the Business Rules may be disallowed
by the Minister (s. 1136 CL).

Pursuant to Section 19 of the Commodity Futures Act (Ontario) (the
"CFA"), domestic commaodity futures exchanges must be registered
with the Ontario Securities Commission (the "OSC"). The CFA does
not currently impose a registration requirement on CDCC although it
provides regulatory oversight for its activities and de facto
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registration. Pursuant to Section 21 of the Securities Act (Ontario) (the
"SA"), domestic stock exchanges must be recognised by the OSC. The
Recognised Options Rationalization Order of the OSC ("RORQO"),
which provides the regulatory framework for options traded on the
TFE and the TSE, requires the recognition of the CDCC. The terms and
conditions of contracts traded on commaodity futures exchanges
registered pursuant to Section 19 of the CFA must be accepted by the
OSC pursuant to Section 36 of the CFA. Options traded on the TFE
and the TSE are recognized pursuant to RORO.

Pursuant to Section 169 of the Quebec Securities Act a stock exchange
or a clearing house must be recognized by the Commission as a
self-regulatory organization to carry on business in Quebec.

HKFE was granted a license by the "Governor in Council” to operate a
commodity exchange under the Commodities Trading Ordinance
(“CTO™). All traded products must be specified in a schedule to the
CTO or otherwise be approved by the SFC. A separate ordinance, the
Commodity Exchanges (Prohibition) Ordinance, prohibits the
establishment of any other exchange trading in products specified in
that Ordinance. HKFE is required to obtain and has obtained the
approval of the SFC to use HKCC as its clearing house.

SEHK was recognized as the "Exchange Company" in Hong Kong and
thereby has the exclusive right to operate a "stock market" in Hong
Kong.

Clearing houses are recognized by the SFC for the purpose of
establishing the SFC’s regulatory authority over them and to provide
certain exemptions from insolvency law.

Chapter XIX, Law N° 18,045, of Securities Markets, defines that
clearing houses must be created as Special Corporations, which are
required to be registered by the SVS (Article 126, Law N° 18,046).

Any company doing business in order to establish a regular trade in
financial instruments may be authorized as an exchange or a market
place according to the new act on exchange and clearing

(SFS 1992:543). Clearing must only be done by a company licensed as a
clearing house according to this act. Issues of authorization and
licensing are to be handled by The Swedish Financial Supervisory
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Authority, SFSA. According to the Act on exchange and clearing
business, a permit to carry out such business can be granted to
Swedish limited companies, Swedish economic associations and
foreign companies (Chapter 1 Section 2).

Financial instruments covering inter alia options and futures are as
well regulated by this new act. All kinds of financial instruments may
be listed and traded at an exchange.

Section 37 (8) of the Securities Amendment Act 1988 provides the
Securities Commission in New Zealand with the power to declare a
body corporate that conducts, or proposes to conduct, a market or
exchange in New Zealand for trading in futures contracts to be an
authorised futures exchange.

Section 38 (I) of the Securities Amendment Act 1988 states that no
person shall carry on the business of dealing in futures contracts
unless:

(@) that person is a member of an authorised futures exchange; or
(b) that person is authorised by the Commission by notice in the
Gazette to carry on the business of dealing in futures contracts.

Practically, all brokers are required to be dealers of an authorised
futures exchange. Consequently, in order for market to operate
successfully in New Zealand it would need to be declared as an
authorised futures exchange by the Securities Commission.

See |.A.1 (a) above.

The constitution of a futures and options market with official status
requires the authorization from the Ministry of Economy and Finance,
at the proposal of the CNMV. There are three futures and options
markets, MEFF Renta Fija, MEFF Renta Variable and FCM Citrus Fruit
Futures & Options market. At present, each market has its own
clearinghouse so there is not licensing procedure for the clearinghouse
in itself.

The approval of contracts is the responsibility of the CNMV, unless the
Ministry, under specific circumstances, assumes competence.
Consultations of the governing bodies of the underlying markets are
always required. See Addendum for listed products.



All domestic exchanges must be authorized by the CNV in order to
trade futures and options contracts. Individual futures or option
contracts must also be designated separately before they may be
traded on the exchange that developed them.

According to 8 1 (1) of the Exchange Act, the setup of an exchange
requires the approval of the Stock Exchange Supervisory Authority.
The Stock Exchange Supervisory Authorities are institutions of the
states. For instance, it was the responsibility of the Stock Exchange
Supervisory Authority of the State of Hesse, the Hessisches
Ministerium fur Wirtschaft and Technik, to approve the setup of the
DTB. The Exchange Rules and Regulations are subject to the approval
of the Stock Exchange Supervisory Authority.

All products traded on the exchange require admission by the Board of
Management in accordance with the provisions of the exchange rules.
Pursuant to § 50 of the Exchange Act the admission of securities to
options or futures trading may be granted only if the aggregate
amount of the securities in which options or futures trading on the
exchange shall occur amounts to a par value of at least ten million
Deutschmarks. In addition, shares of a domestic company may be
admitted to options or futures trading on the exchange only with the
consent of the company.

The setting up of a clearing facility, as in the case of the DTB, may be
provided for in the Exchange rules. There are no further rules and
regulations.

Under the FIA, all exchanges and clearing houses must be approved by
the Minister in order to provide futures markets and clearing house
facilities. All amendments to their business rules, including for the
purpose of introducing new contracts, will have to be approved by the
Commission.

(See also 1 (a) above.)

The clearing house, market and product’s are regulated by the
Financial Markets Control Act 55 of 1989. The formal derivative
market in South Africa is required to be licensed in terms of the Act,
and relevant financial intermediaries are required to be members of
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the domestic market in South Africa in terms of the Financial Markets
Control Act 55 of 1989. The regulator approved rules and regulations
of the exchanges licensed in terms of this act require instruments to be
listed on the exchange and intermediaries to be members of the
exchange. The clearing house is managed by the exchange. All
products listed and traded on the exchange must be approved by the
registrar in terms of section 14 of the Act.

(c) Recognition Criteria

CEA 85 sets forth those criteria which a board of trade must satisfy to
acquire contract market designation. In sum, the requirements are as
follows:

- the board of trade is located in a terminal market where the
underlying commodity is sold in sufficient volume so as to reflect
the general value of the commodity;

- the board of trade provides for the making and filing of records
with respect to all aspects of the transaction;

- the board of trade prohibits the dissemination of false or misleading
information which tends to affect the price of any commodity;

- the board of trade provides for the prevention of manipulation of
prices and the cornering of any commodity by the dealers or
operators upon such board,;

- the board of trade does not exclude any duly authorized
representative of a lawful cooperative association having adequate
financial responsibility;

- the board of trade provides for the compliance with the
CFTC's orders and other regulatory requirements;

- the board of trade must demonstrate that the futures transaction in
a particular market for which designation is sought will not be
contrary to the public interest; and

- the board of trade demonstrates that every contract market for
which such board of trade is designated complies with the audit
trail requirements of Section 5a (b) of the CEA.



The CFTC provides guidance to exchanges on meeting these
requirements in its "Guideline on Economic and Public Interest
Requirements for Contract Market Designation”, 17 C.F.R. Part 5 -
Appendix A. See Il.C.1. (a) and (c) below.

No separate designation criteria exists in the CEA or regulations
thereunder for a clearing house.

With respect to transactions for future delivery of any securities issued
or guaranteed by the U.S. or any agency thereof, the CFTC must
deliver a copy of the application for designation as a contract market to
the Department of the Treasury and to the Board of Governors of the
Federal Reserve System. See CEA 82 (a) (8) (B) (ii). The CFTC is not
allowed to designate a board of trade until 45 days after the
application is delivered to the agencies or until after the CFTC has
received comments from the agencies, whichever period is shorter. The
CFTC shall take into consideration all comments it receives from the
Department of the Treasury and the Federal Reserve and "shall
consider the effect that any such action may have on the debt financing
requirements of the United States Government and the continued
efficiency and integrity of the underlying market for government
securities.”

CEA 82 (a) (1) (B) (iv) (11) requires the CFTC to provide the SEC with a
copy of an exchange's designation as a contract market with respect to
any contract of sale (or option on such contract) for future delivery of a
group or index of securities. The CFTC may not approve the
application if the SEC determines that the contract fails to meet the
minimum requirements set forth in 82 (a) (1) (B) (ii) of the CEA.

Markets

Yes, the market must be recognized unless it qualifies for a low volume
exception under the 34 Act. Sections 6, 15A, and 17A of the 34 Act
provide specific guidelines for the registration of exchanges, securities
associations, and clearing agencies (self-regulatory organizations
(SROs)), respectively. In general, the rules of the SROs must be
designed to protect investors and the public interest. The rules of the
SROs (other than clearing agencies) must be designed, among other
things, to prevent fraudulent and manipulative acts and practices,
promote just and equitable principles of trade, and the rules of the
clearing agencies must be designed to promote the prompt and
accurate clearance and settlement of securities transactions and the
safeguarding of funds and securities for which it has control or
responsibility. The rules of the SROs (other than clearing agencies)
also must be designed to perfect the mechanism of a free and open
market by not imposing any unnecessary or inappropriate burden on
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competition. In addition, an SRO (other than clearing agencies) must
demonstrate the capacity to enforce compliance by its members with
the 34 Act, rules and regulations thereunder, and the rules of the SRO.
Clearing agencies must comply with their own rules and enforce
member compliance with those rules. Section 19 of the 34 Act requires
SROs to, among other things, file copies of any proposed rules with the
SEC. Generally the SEC must approve SRO rule filings; however, there
is a limited class of SRO rules that are effective upon filing. The SEC
has the right to abrogate their rule filings and require them to be
refiled for SEC review and approval.

The Commission's Automation Review Policy (ARP) is a voluntary
program designed to assure that self-regulatory organizations have the
capacity to accommodate current and reasonably anticipated future
trading volume levels adequately and to respond to localized
emergency conditions. ARP states that each SRO should: (1) establish
current and future capacity estimates for their systems; (2) conduct
stress tests of their automated systems; and (3) have an independent
reviewer critique the capacity and integrity of its automated systems.

Section 5 of the 34 Act also provides the SEC with the authority to
exempt an exchange from registration if it finds that, by reason of the
limited volume of transactions effected on such exchange, it is not
practicable and not necessary or appropriate in the public interest or
for the protection of investors to require such registration.

"

Pursuant to Section 5 of the Securities Act of 1933 (33 Act), it is
unlawful for any person, directly or indirectly, to use any means of
interstate commerce to offer to buy (sell) any security unless a
registration statement is in effect as to the security or unless the
security is exempted. Securities must be registered in accordance with
the procedural and disclosure requirements set forth in Sections 6 and
7 of the 33 Act. Section 4 of the 33 Act provides exemptions from these
registration requirements for certain transactions, e.g., transactions by
a person who is not an issuer, underwriter, or dealer, and transactions
by an issuer not involving a public offering. In addition, Section 3 of
the 33 Act provides exemptions from these registration requirements
for specified classes of securities.

In addition, Section 12 (a) of the 34 Act makes it unlawful for any
member, broker, or dealer to effect any transaction in a security on a
national securities exchange unless a registration statement is in effect
as to the security. Section 12 (g) of the 34 Act imposes a similar
registration requirement upon securities traded OTC that are issued by
companies with 500 or more shareholders and more than $1 million in
assets. Registration under Section 12 requires, among other things,
periodic, annual, and quarterly reporting to shareholders.
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For U.S. standardized options, which are publicly offered to individual
as well as institutional investors, the "issuer” is the Options Clearing
Corporation (OCC), which registers the options listed and traded on
the various exchanges. As part of the registration and issuance process
OCC prepares an options disclosure document (ODD) explaining the
risks of options.

In addition to these disclosure requirements, options, as well as other
products traded on an exchange or quoted over NASDAQ, must
satisfy the "listing criteria” of the exchanges and the National
Association of Securities Dealers, Inc. (NASD), respectively.

The Commission has no specific listing criteria for index options
traded on an exchange or quoted over NASDAQ. An index option,
however, must meet some general guidelines to obtain SEC approval.
First, the SEC must find that the introduction of such an option is in
the public interest. In other words, the index option must serve some
economic purpose. See SEC response to I1.C.1 (a) below. Second, the
exchange listing the index option must have a surveillance plan to
detect trading abuses. Third, absent very unusual circumstances, the
exchange must have a surveillance sharing agreement with the
underlying cash market. The options SROs employ different
definitions of "narrow-based" and "broad-based" indexes. These
definitions dictate the regulatory treatment of the product (e.g-, higher
margin requirements and lower position and exercise limits for
narrow-based index options). These definitions, however, do not
represent minimum listing standards for narrow-based index options.
As with broad-based indexes, there are no specific required listing
criteria for narrow-based index options. In sum, the exchanges must
comply with Section 6 of the 34 Act, which requires that the rules of an
exchange be designed to prevent fraudulent and manipulative acts and
practices, and to promote just and equitable principles of trade.

The FSA vests Her Majesty's Treasury (HMT) with the powers to
authorise and to regulate investment business in the UK. The FSA also
provides for HMT to transfer a significant proportion of its powers to a
Designated Agency; under the Financial Services Act (Delegation)
Order 1987, these were transferred to SIB.

In addition to other powers, such as the recognition of self-regulating
organizations, SIB has the authority to recognize domestic exchanges
and clearing houses.

Schedule 4 to the FSA identifies the requirements which must be met
by an exchange in order to acquire RIE status. Briefly, these include;



i)

i)

i)

iv)

Vi)

sufficient financial resources;

adequate safeguards for investors, including inter alia,
arrangements for ensuring the performance of transactions
effected on the exchange (arrangements being provided
either directly or by means of services provided by a
Recognised Clearing House (RCH));

arrangements and resources for the effective monitoring
and enforcement of compliance with its rules and clearing
arrangements;

arrangements for the investigation of complaints;

ability to promote high standards of integrity and fair
dealing and to cooperate by the sharing of information; and
default rules which enable action to be taken in respect of
unsettled market contracts to which a member is party
where that member appears to be unable to meet his
obligations. (FSA, Schedule 4, Companies Act 1989,
Schedule 21).

A clearing house may be recognised if it appears to SIB that it:

i)
i)

iii)

has sufficient financial resources;

has adequate arrangements and resources for the effective
monitoring and enforcement of compliance with its rules or
in respect of monitoring, arrangements for that function to
be performed on behalf of the clearing house (and without
affecting its responsibility) by another body who is able and
willing to perform it;

provides or is able to provide clearing services which
would enable a recognised investment exchange to make
arrangements with it that satisfy the requirements of
Schedule 4 to the FSA,

is able and willing to promote and maintain high standards
of integrity and fair dealing and to cooperate by the sharing
of information; and

has default rules which enable action to be taken to close
out a member's positions in relation to all unsettled market
contracts, to which he is a party, where that member
appears to be unable to meet his obligations (FSA, s. 39,
Companies Act 1989, Schedule 21).

No exchange or clearing house shall be recognised unless HMT (in the
case of an RIE or RCH, SIB) is satisfied that the rules and any
particulars provided with the application do not have and are not
likely to have, to any significant extent, the effect of restricting or
preventing competition more than is necessary for the protection of
investors (FSA, s. 119 and s. 120).

Before deciding whether to grant leave to SIB for the making of a
recognition order in respect of an RIE or RCH, HMT shall send to the
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Director General of Fair Trading (DGFT) a copy of, inter alia, rules and
regulations of the exchange or clearing house. The DGFT shall report
to HMT whether in his opinion the rules and regulations or
arrangements have or are likely to have, to any significant extent, the
effect of restricting or preventing competition. HMT shall have regard
to the DGFT's report before making a decision (FSA, s. 122).

Under Article 83 of the Securities and Exchange Law, the Finance
Minister shall grant a license for founding a securities exchange

if: (1) its articles of incorporation, etc. conform to the law and are
adequate to ensure the fairness of trading and the protection of
investors, (2) its organization conforms to the law, and (3) its founding
is necessary and appropriate in the public interest and for the
protection of investors.

Under Section 1126 CL the Minister may approve a body as a futures
exchange if he is satisfied that the following criteria are met:

(@) the business rules of the body corporate make satisfactory
provision, inter alia, for licensing, qualifications, conduct,
expulsion, suspension and disciplinary procedures;

(b) that there will be enough money in the body corporate’'s Fidelity
Fund to make the payments out of the fund that may reasonably
be expected to be necessary for the purposes of the CL, which is
to compensate clients who suffer pecuniary loss because of
fraudulent misuse of money or other property by a member of
the futures exchange or association; and

(c) that the interests of the public will be served by granting the
application.

Under Section 1131 of the CL, the Minister may approve a body as a
clearing house for a futures exchange if he is satisfied:

- that the business rules of the body are satisfactory, in particular
such of those business rules as relate to the registration of futures
contracts made on a futures market of the futures exchange;

- that the business rules of the body corporate make satisfactory
provision for the expulsion, suspension or discipline of members
for a contravention of the business rules of the body corporate or
for a contravention of the CL; and
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- that the interests of the public will be served by granting the
application.

In addition s. 1131 (3) provides that the Minister may have regard to
any business rules of the applicant that relate to the guaranteeing, to
members of the applicant, of the performance of futures contracts
made on a futures market of the futures exchange.

Subsection 19 (2) of the CFA sets out the factors to be considered in
granting registration to a domestic commodity futures exchange. The
OSC must be satisfied that registration would not be prejudicial to the
public interest and in making such a determination must consider:

(@) the clearing arrangements and the financial condition of the
exchange, its clearing house and members;

(b) the rules and regulations applicable to exchange members and
whether or not they are in the public interest and are actively
enforced,;

(c) whether or not floor trading practices are fair and properly
supervised;

(d) whether adequate measures have been taken to prevent
manipulation and excessive speculation; and

(e) whether provisions have been made to record and publish details
of trading.

Section 21 (5) of the SA provides that the OSC may, where it appears to
it to be in the public interest, make any decision:

(@) with respect to the manner in which any recognized stock
exchange in Ontario carries on business;

(b)  with respect to trading on or through the facilities of any such
stock exchange or with respect to any security listed and posted
for trading on any such stock exchange;

(c) toensure that issuers whose securities are listed and posted for
trading on any such stock exchange comply with the SA; and

(d) with respect to any by-law, rule, regulation, policy, procedure,
interpretation or practice of any such stock exchange.



Subsection 36 (1) of the CFA provides that upon application by a
commodity futures exchange registered or recognized by the OSC and
the filing of a copy of all terms and conditions of a contract that it is
proposed be traded in Ontario, the OSC shall accept the form of
contract where it is satisfied that to do so would not be prejudicial to
the public interest and in making its decision shall take into account
whether:

(@ more than occasional use is made or can be reasonably expected
to be made of the contract for hedging transactions;

(b)  with respect to a commodity futures contract each term or
condition is in conformity with normal commercial practices of
the trade in the commodity or if not in such conformity there is
reasonable justification therefor;

(c) with respect to a commodity futures contract satisfactory levels
of margin, daily price limits, daily trading limits and position
limits are imposed by the commodity futures exchange;

(d) with respect to a commodity futures option the form of the
commodity futures contract that is the subject of the option has
been accepted by the OSC; and

(e) with respect to a commodity futures option performance on
exercise of the option is reasonably assured by established rules
and procedures that are actively enforced.

Section 21.1 (1) of the SA provides that upon the application of a
person or company carrying on or proposing to carry on the business
of a clearing agency, the OSC may designate the person or company as
a recognized clearing agency where the OSC is satisfied that to do so
would be in the public interest and that the person or company can
comply with the regulations and all terms and conditions imposed by
the OSC with respect to the designation.

To be recognized, an organization shall file an application with the
Commission, together with such documents and information as the
Commission may require. The Quebec Securities act specifies that the
constituting documents, by-laws and operating rules of an
organization must provide for:

1)  unrestricted membership for every person who fulfills the
conditions of admission ;

2)  equal access to services for every member ;



3) the disciplining of members or their representatives for breach of
the by-laws or operating rules of the organization or
contravention of the Quebec Securities Act

The recognition of self-regulatory organization is at the discretion of
the Commission. When the Commission has established that the
constituting documents, by-laws and operating rules of an
organization are in conformity with the Securities Act it shall recognize
the organization if it considers that its financial resources and
administrative structure are adequate to its objects. After an
organization has been recognized every draft amendment to its
constituting documents, by-laws or operating rules must be submitted
to the Commission for approval.

Person issuing options and futures contracts - Before issuing a new
type of contract the Canadian Derivatives Clearing Corporation must
file with the Commission the information regarding the new contract.
It can issue the new contract when the Commission agrees thereto or
does not raise any objection within 10 days of receiving the
information.

Pursuant to Section 13 of the CTO, the Governor in Council may, on
application made to him in writing, issue a license to establish and
operate the Commodity Exchange if he is satisfied that the applicant
("Company") complies with, among other things, the following
requirements:

)] that the objects contained in the constitution of the Company
include a provision for the establishment and operation of a
commodity exchange;

ii)  that the Company will:

(@) maintain to the satisfaction of the Commission an adequate
and properly equipped place of business;

(b) provide and maintain commodity markets at places
approved by the Commission;

(c) use one or more clearing houses for the registration and
settlement of futures contracts and the day-to-day
adjustment of the financial position of such contracts;

(d) use one or more guarantee corporations to guarantee
fulfillment of futures contracts; and

(e) use only clearing houses or guarantee corporations which
have been approved by the Commission for use by the
Company in relation to particular commodity markets;



i)

Vi)

vii)

viii)

that the authorized share capital of the Company is not less than
$25 000 000 divided into shares and the issued capital of the
Company is not less than $3 000 000;

that the constitution of the Company provides for the exclusion
from membership of the Company of any person who would be
disqualified from being a shareholder;

that at least 20 shareholders of the Company will carry or the
business of trading in commodity futures contracts
independently and in competition with one another in any
commodity market;

that the constitution of the Company provides for the making of
rules applicable to the Company in its capacity of Exchange
Company and of rules of commodity markets;

that the constitution of the Company provides that no rules of
the Exchange Company, and amendments thereto, will be
effective unless approved in writing by the Commission;

that the constitution of the Company provides that no
amendment of the constitution of the Company will be effective
unless approved in writing by the Commission;

The license was granted to HKFE in 1977.

SEHK

Subject to Section 3 of the Stock Exchanges Unification Ordinance
("SEUQ"), the SFC may by certificate in writing recognize the Exchange
Company for the purposes of the SEUO a company formed and
registered under the Companies Ordinance. The SFC shall not
recognize a company unless it is satisfied that the company complies
with, among other things, the following requirements:

(i)

(i)

(iii)

that the objects contained in the company’s memorandum of
association include the establishment and operation of a stock
market, the provision and maintenance, to the satisfaction of the
SFC of adequate and properly equipped premises for the conduct
of business of a stock market;

that the articles of association contain nothing contrary to the
provisions of the SEUO;

that the memorandum and articles of association of the company
provide for the making of rules for the proper and efficient
operation and management of a stock market;



(iv) that the memorandum and articles of association of the company
provide that the company will make the deposits required to be
made to any compensation fund established under the Securities
Ordinance ("SO") in respect of the Exchange Company; and

(v) that the articles of association of the company have been
approved by the Commission.

Pursuant to Section 27 of the SEUO, on April 2"d, 1986 the Financial
Secretary by notice in the Gazette, gave the Exchange Company the
exclusive right to establish, operate and maintain a stock market in
Hong Kong.

CLEARING HOUSES

SEOCH and HKCC

Where the SFC is satisfied that it is appropriate to do so in the interest
of the investing public, the public interest or for the proper regulation

of services for the clearance and settlement of transactions in securities
or futures contracts, pursuant to Section 3 (1) of the SF(CH)O, it may,

with the Financial Secretary’s consent, declare a clearing house to be a
recognized clearing house.

Chapter VII, Law N° 18,045, identifies the requirements which must be
met by an exchange, which includes:

)] They must be organized in order to be able to perform the duties
determined by the Law.

il)  They must count with the necessary internal regulation.

iii)  They must be able to fulfil themselves, and demand from their
members, to fulfil the laws and rules set by the SVS.

iv)  They must count with the devices, and must define the
procedures, required to ensure a unified market that allows
investors to better perform their orders.

v)  They must keep the files and records required by the SVS.

Exchanges must also count with a minimum capital of UF 30 000.

In the case of clearing houses, Chapter XIX, identifies the requirements
they must met, which includes:

)] They must be created as Special Corporations.



ii)  They must have an exclusive end.
iii)  They need a minimum capital of UF 15 000.
iv) They must have a board with at least 5 members.

Vv)  They can only be created by stock exchanges and the respective
broker-dealers.

vi) They must have a tribunal, of at least 3 members, who will be in
charge of solving discipline problems.

vii) At least 30% of each year's profits will be used to conform a
contingency fund, which will be used to cover any unpaid
liability originated from the transactions.

* (UF is an inflation indexed unit, by January 1996 1 UF was
equivalent to $30 dollars)

A Swedish company or a Swedish cooperative must be authorized as
an exchange only if:

- the articles of association or the statutes do not deviate from this act
or any other regulation,

- the planned activities may be assumed to fulfill the requirements of
fairness, and

- the company will fulfill the remaining conditions of this act.

The articles of association or the statutes of an exchange shall be
approved by the SFSA in connection with the authorization. Any
decision of changing of the articles or the statutes must not be
registered before the approval by the SFSA.

SFSA has regulated by advisory provisions (FFFS 1996:16) how to
apply for authorization as an exchange or a market place or for license
as a clearing house according to the new exchange and clearing act.

In this new act (4 chapt. 18) listing and trade in a certain financial
instrument must not be begun until the exchange or the market place
has approved this product.

Options and futures may be approved for listing and trading only if
there is a widespread trade at reliable pricing of the asset(s) underlying
the option or futures contracts. Regarding to the two forms of
regulated markets that the new act accepts there is no difference
concerning options and futures, nor anyone concerning domestic
versus foreign contracts.



In its advisory provisions concerning options and futures SFSA has
according to the government bill (1991/92:113) stipulated initial and
current information about listing requirements of options, futures and
other financial products by the exchange or the market place.

There are no specific recognition criteria laid down in the Securities
Amendment Act 1988 with regard to declaration as an authorised
futures exchange. The Securities Commission may, by notice in the
New Zealand Gazette, declare a body corporate to be an authorised
futures exchange. New Zealand Futures & Options Exchange Limited
is required to maintain a programme of self-regulation for all
categories of futures dealers in New Zealand in respect of all futures
contracts, whether placed on any market of New Zealand Futures &
Options Exchange Limited or on any other market, whether in New
Zealand or elsewhere.

Consob may authorize the operation of regulated domestic markets
when the management company directors comply with the fit and
proper test; regulations of the market should comply with European
Union law and are likely to ensure the transparency of the market,
orderly trading and protection of investors. Furthermore, capital
requirements are applicable to the management company, pursuant to
terms provided for by Consob.

Royal Decree 1814/1991 sets forth the standards applying to the
recognition of an exchange by the Ministry and CNMYV (articles 7 to
16). Briefly, these include sufficient financial resources as well as
adequate rules and supervisory enforcement capacities to ensure
investors' protection, prevent fraudulent practices and promote
transparency, integrity and fair dealing. In addition, a general test of
public interest and economic purpose applies.

CNV Resolution No. 194/92 establishes all the requirements that
exchanges must fulfill in order to be authorized.

The recognition criteria for an exchange are laid down in the Exchange
Act.

Each Exchange shall, in compliance with instructions from the
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exchange supervisory authority, establish and operate a trading



supervisory office as an exchange body to monitor trading on the
exchange and the settlement of exchange transactions. The trading
supervisory office shall systematically and completely record and
evaluate data regarding exchange trading and the settlement of
exchange transactions and shall conduct necessary investigations. The
exchange supervisory authority may issue instructions to the trading
and supervisory office and take over such investigations (§ 1b
Exchange Act).

Each securities exchange has to establish an exchange council
consisting of no more than 24 persons. On the exchange council credit
institutions, other admitted enterprises and investors have to be
represented (8 3 Exchange Act).

A board of management, consisting of one or more persons, has to be
appointed and is responsible for the management of the exchange.

Organization, rules and regulations of the exchange have to comply
with the Stock Exchange Act and the Securities Trading Act.

Under Section 4 of the FIA, the Minister may approve a company as an
exchange company if he is satisfied that the application is accompanied
by a copy of the constitution of the company and such other documents
and information as may be required by the Minister. In granting
approval, the Minister may impose terms and conditions as he deems
fit. Certain requirements must also be complied by the company, which
are:

a) that among the objects contained in the constitution of the
company is a provision for the establishment and operation of a
futures market;

b) that the company shall maintain to the satisfaction of the Minister
an adequate and properly equipped place of business and
facilities;

c) that the company shall establish, operate and maintain futures
markets, and facilitate the execution of trades on a futures market
only at places approved by the Minister;

d) in respect of each futures market that the company proposes to
operate, make arrangements, to the satisfaction of the Minister, for
a clearing house to provide clearing house facilities for the
company for that market;



e) that the constitution of the company includes an object to act in the
public interest;

f)  that the constitution of the company provides for the making of
business rules;

g) that the constitution of the company provides that no amendments
to the company’s constitution and none of its business rules shall
be effective unless approved in writing by the Commission; and

h) that the company shall make arrangements for the establishment
of a fidelity fund.

Under Section 6 of the FIA, the Minister may approve a clearing house
for a futures market of an exchange company if he is satisfied that the
constitution of the clearing house includes an object to act in the public
interest; the company complies with a prescribed requirements; and the
application is accompanied by a copy of the constitution of the clearing
house and any other documents and information as may be required by
the Minister. The Minister may also approve a company as a clearing
house for such number of futures markets or exchange companies as
the Minister thinks fit.

See LA.1. (b) above.

(a) Must a foreign clearing house, market and / or product be
recognized in order to be used by your nationals?

Generally, there are no established criteria for the recognition of a
foreign clearing house, market and / or foreign product. However,
certain conditions are applicable before foreign stock index futures
contracts and foreign government debt futures contracts and options
thereon may be offered or sold to or for a U.S. customer. In a Eederal
Register release on Guideline No. 1, the Commission provided notice
to the public regarding the information which should be included in
seeking a no-action opinion on whether a futures contract on an equity
index traded on that exchange may be offered in the U.S. 57 Eed_
Reg. 3518 (January 30, 1992).

There are no restrictions on U.S. nationals trading on a foreign
securities market. If a foreign market or product falls within the



definition of an exchange or security under Sections 3 (a) (1) and

3 (a) (10) of the 34 Act, respectively, and uses the jurisdictional means
described in Section 3 (a) (17), it must be recognized to the same extent
as a domestic market or product in the U.S. See domestic markets and
products discussion above at I.A.1 (c).

For these purposes, the term "foreign™ is applied to those exchanges
and clearing houses which have their head office overseas. (The
concept of "head office" is based on the general principles of law of the
European Community in relation to the legal notion of "siege"). These
exchanges and clearing houses are not subject to primary and direct
UK regulatory oversight.

The FSA provides for the recognition of overseas exchanges deemed to
be carrying on investment business in the UK and which are subject to
supervision by foreign regulators. These exchanges are required to
provide arrangements for investor protection at least equivalent to that
afforded under the FSA (FSA, s. 40) (see item I.A.2 (c)). Conditions of
recognition of these overseas exchanges include notification
obligations which result in the provision of information to

UK regulators regarding developments on the relevant exchange.

A different category of overseas exchange, in respect of which the FSA
is silent, is the Designated Investment Exchange (DIE); ;these are
foreign exchanges which do not carry on investment business in the
UK, but which are deemed by the SIB to provide adequate investor
protection arrangements.

A firm may carry out a contingent liability transaction on behalf of a
customer on an exchange only where that transaction is suitable for the
customer (SFA’s CBRS, S-31 (1)).

Customers who are UK nationals will not be treated differently from
customers who are nationals of other countries. For regulatory
purposes, customers are treated equally, regardless of nationality.

Section 40 of the FSA provides for the recognition of overseas clearing
houses, deemed to be carrying on investment business in the UK,
which have their head office overseas and which are subject to
supervision by foreign regulators.

(Important note in relation to references to the SFA's CBRs in this
document: these are Conduct of Business Rules made by SFA which
apply to its members and which govern the conduct of their

UK regulated business).



The Companies Act of 1989 empowered SIB to make "statements of
principle” on the conduct and financial standing of those involved in
investment business. The Principles, which came into force on

April 30, 1990, are intended to form a universal statement of conduct
expected of all authorised persons, including members of SROs, where
monitoring and enforcement is primarily the responsibility of the
relevant SRO.

SIB's Principles are as follows:
1. Integrity

A firm should observe high standards of integrity and fair
dealing.

2. Skill, Care and Diligence
A firm should act with due skill, care and diligence.
3. Market Practice

A firm should observe high standards of market conduct. It
should also, to the extent endorsed for the purpose of this
principle, comply with any code or standard as in force from
time to time and as it applies to the firm either according to its
terms or by rulings made under it.

(Note: To date only one code, The Takeover Code, has been so
endorsed.)

4. Information About Customers

A firm should seek from customers it advises or for whom it
exercises discretion any information about their circumstances
and investment objectives which might reasonably be expected to
be relevant in enabling it to fulfill its responsibilities to them.

5. Information for Customers
A firm should take reasonable steps to give a customer it advises,
in a comprehensible and timely way, any information needed to
enable him to make a balanced and informed decision. A firm
should similarly be ready to provide a customer with a full and
fair account of the fulfillment of its responsibilities to him.

6.  Conflicts of Interest

A firm should either avoid any conflict of interest arising or,
where conflicts arise, should ensure fair treatment to all its
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10.

customers by disclosure, internal rules of confidentiality,
declining to act, or otherwise. A firm should not unfairly place
its interests above those of its customers and, where a properly
informed customer would reasonably expect that the firm would
place his interests above its own, the firm should live up to that
expectation.

Customer Assets

Where a firm has control of or is otherwise responsible for assets
belonging to a customer which it is required to safeguard, it
should arrange proper protection for them, by way of
segregation and identification of those assets or otherwise, in
accordance with the responsibility it has accepted.

Financial Resources

A firm should ensure that it maintains adequate financial
resources to meet its investment business commitments and to
withstand the risks to which its business is subject.

Internal Organization

A firm should organise and control its internal affairs in a
responsible manner, keeping proper records, and where the firm
employs staff or is responsible for the conduct of investment
business by others, should have adequate arrangements to
ensure that they are suitable, adequately trained and properly
supervised and that it has well-defined compliance procedures.

Relations with Regulators

A firm should deal with its regulator in an open and cooperative
manner and keep the regulator promptly informed of anything
concerning the firm which might reasonably be expected to be
disclosed to it.

SIB has also been enabled to issue codes of practice. SIB does not, for
the present, propose to issue codes but self-regulating organizations
may use codes, made under their own powers, to fill out the detail of
principles and rules applying to those they regulate, subject, of course,
to the overall results being adequate.

The Law modifying the law of March 28, 1885 provides that the public
can be solicited to operate on foreign futures and option markets only
when these markets have been recognized, complying with conditions
fixed by decree and under reciprocity condition. The decree
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promulgated, on October 25, 1990, has settled that foreign market
dealing in securities, futures contracts or any financial instruments
may be recognized only when the rules relating to protection of
investors, safety, supervision and monitoring of the said market are
equivalent to those existing on the market placed under the
competence of the Conseil des Marchés Financiers. Regulated markets
of the European Economic Area are considered to be recognised
markets for the purpose of the law of March 28, 1885.

To date, 15 US futures markets have been recognized by Ministerial
order dated September 20, 1991. The LIFFE and the BELFOX have also
been recognized by ministerial order.

Persons who are domiciled or have their Registered Office outside the
French territory are authorized to contact the public in France with a
view to operations on a recognized foreign market dealing in
securities, futures contracts or any financial instruments, when they
have been approved by the competent supervisory authority in their
country of origin and after the competent French authorities have
determined that the rules of competence, honorable character and
solvency to which the said persons are subject are equivalent to those
applicable in France.

In order to offer or sell futures and options contracts traded on
recognized exchanges to French investors, US Futures Commission
Merchants have to be recognized by the COB pursuant to the Mutual
Recognition Memorandum of Understanding (MRMOU) signed
between the COB and the CFTC.

In addition, in order to permit cross exchange trading through
GLOBEX and enable MATIF members to trade CME contracts, the
CMT has supplemented its general regulation.

The amended general regulation concerning cross exchange trading
provides that members which trade contracts listed on a foreign
exchange are required to comply with the trading rules implemented
by this exchange. CME trading rules have been recognized by the
CMT. CFTC Rule 575 provides for similar provision. To the extent
permitted by the law, Market Authorities have agreed to exchange
information necessary to ensure the surveillance of the trades.

French investors who are contacted in order to trade on recognized
foreign markets must receive a prospectus, written in french, giving
information related to the market, the firm and the contract
specifications (rule 90.10 of the COB).



Domestic investors are allowed to use any foreign markets. However,
in order to prevent inappropriate solicitation of investments into the
foreign markets with inadequate investor protection, the Japan
Securities Dealers Association designates eligible foreign markets
(exchange and OTC) to which JSDA members can solicit, and receive
investment orders from, individual investors. This rule is not applied
to the transactions with institutional investors and large corporate
investors. With regard to the foreign products, the licensed

broker / dealers are allowed to transact the "foreign securities" and the
"foreign futures and options", as defined by the Securities and
Exchange Law. As far as the product falls into the categories above, it
can be freely transacted by the broker / dealers without individual
recognition.

A clearing house, futures exchange and foreign market must be
recognised to be traded by Australians on that market. A foreign
product, if it is being traded on a recognised foreign exchange, may be
traded by an Australian or if the product is traded on an exempt
market (declared as such by the Minister and usually specialist
markets confined to investors with expert knowledge of the markets’
characteristics) it may be traded by Australians who participate in that
market. Foreign products which are offered on Australian exchanges
must be approved for trading by the ASC.

Section 34 of the CFA provides that foreign commodity futures
exchanges must be recognized, and the form of contracts traded
thereon must be accepted, by the OSC. However, the OSC has,
pursuant to blanket orders (now deemed rules), relieved foreign
futures exchanges from both the need to be recognized and the need to
have their contracts accepted.

Foreign clearing corporations and the classes of options issued by such
clearing corporations must also be recognized by the OSC.

In the case of derivatives negotiable on an organized market the
issuing person must be qualified by the Commission in accordance
with the conditions prescribed by regulation. However, the CVMQ by
decisions has authorized the used of many foreign products.



No, foreign clearing houses, markets and / or products do not need to
be recognized.

These are not considered part of the domestic securities market, but
anyone may participate in non-domestic clearinghouses, products and
markets through the purchase of foreign currency on the formal or
informal exchange market.

Foreign firms may be authorized and licensed as exchanges, market
places or clearing houses. As mentioned above, clearing must only be
done by firms licensed as clearing house according to the new
exchange and clearing act.

There are no restrictions on New Zealand nationals dealing on their
own account in foreign markets. However, no person may carry on
the business of dealing on behalf of another person unless that person
is a dealer of an authorised futures exchange or is authorised
individually by the Securities Commission, subject to any conditions
the Commission may impose.

Italian nationals are free to buy or sell products on unrecognized foreign
markets. When financial intermediaries receive orders to trade on
unrecognized foreign markets, they are subject to the general rules
governing the investment services regulations in Italy for these types of
products.

However, if the market intends to operate in Italy, it has to be recognized
under article 51 of Legislative Decree no. 415/1996. This article provides
that Consob may include markets recognized by article 16 of Directive
no. 93/22/EEC in a special section of the public list of regulated markets.
Furthermore, Consob, after concluding agreements with the foreign
corresponding authorities, may recognize foreign markets for financial
instruments other than those pursuant to article 16 of Directive
no. 93/22/EEC, for the purpose of extending the scope of their operation
to Italy. To this end, Consob may ascertain that the information
regarding securities and issuers, the methods of settling transactions, the
laws and regulations governing the supervision of market and
intermediaries, and all other relevant matters for the purpose of mutual
recognition are



equivalent in their effect on those in force in Italy and in any case such as
will provide adequate protection of investors.

In general, there are no restrictions on individual investors trading on
a foreign market. However, some specific types of institutions, such as
collective investment institutions (i.e. investment funds), are subject to
restrictions.

In this sense, the Spanish legislation on collective investment
institutions states that the investment in negotiated securities on
foreign recognized markets other than official stock exchanges of
OCDE member states requires the verification or authorization by the
CNMV. This recognition applies to every contract listed on the
exchange (the Spanish law does not foresee the authorization of one
particular contract).

For further information, please see IV.C.1. (b) (i) (2) below.

Foreign exchanges are not subject to direct or indirect Argentina
regulatory oversight. There are no restrictions on Argentina nationals
trading on a foreign exchange. CNV jurisdiction would arise in case
that a foreign exchange is involved in the trading of its futures and
options contracts in Argentina.

Residents may at any time use a foreign clearing agent, a foreign
market or foreign product without special recognition being required
for the purpose.

It should also be noted that, in the case of futures and options
transactions effected on the Exchange, any claims on a person may be
asserted under German law only. Pursuant to Section 61 of the
Exchange Act, the assertion of such claims is subject to the following:

1.  The futures or options transaction effected on the Exchange is
binding on the person concerned pursuant to Section 53 of the
Exchange Act.

2. At the time the contract is being concluded the person's normal
abode is in Germany.

3. The person has delivered the declaratory act, required for the
contract to be concluded, in Germany.



There are no prohibitions against individuals or institutional investors
from trading in foreign products in foreign exchanges.

However, under Section 102 of the FIA, a futures broker is not allowed to
trade in a futures contract on any futures market outside Malaysia unless
the futures market is a futures market of a Specified Exchange and the
futures contract is an approved class of futures contract as prescribed by
the Minister. A futures broker who wants to trade in a futures market of
a Specified Exchange must pay MYR 100 000 or such other amount as
may be determined by the Commission.

Foreigners must become members of the domestic exchange, or the
products be listed on the domestic exchange prior to SA nationals
being able to use them without restrictions. We also have Exchange
Control regulations which restrict domestic funds leaving South
Africa. There is however a partial relaxation of the Exchange Control
regulations which now permits some by SA nationals of foreign
products on recognized foreign markets.

(b) If so, describe the factual bases for requiring recognition of such
clearing house, market and / or product and identify the clearing
houses, markets, and / or products so recognized

CEA 82 (a) (1) (B) (v) authorizes futures contracts based on, among
other things, "exempted securities." Thus, a foreign government debt
instrument must first be designated as an "exempted security" by the
SEC under Section 3 (a) (12) of the 34 Act before such futures contract
based on a foreign government debt instrument can be offered or sold
to or by a person in the U.S. To date, the SEC has designated the debt
instruments of the governments of the United Kingdom, Canada,
Japan, Australia, France, New Zealand, Austria, Denmark, Finland,
The Netherlands, Switzerland, Germany, Italy, Ireland, Spain, Mexico,
Brazil, Argentina and Venezuela as "exempted securities" for purposes
of futures trading.

The CFTC amended Rule 30.3 (a) to eliminate the requirement that the
CFTC approve a foreign exchange-traded commodity option prior to
its offer and sale in the U.S. This amendment does not alter existing
restrictions on stock index futures and foreign government debt; it
merely eliminates the need for CFTC approval to trade options on any
exchange-traded foreign futures contract that can permissibly be
offered or sold in the U.S. See 61 Fed Reg. 10891 (March 18, 1996).
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Under CEA 82 (a), the CFTC staff has issued no-action letters
providing for the offer and sale of foreign stock index futures based on
an index of foreign securities in the U.S. In issuing these letters, the
staff generally has followed the guidelines set forth in CEA

82 (a) (1) (B) (ii). To date, no-action letters have been issued with
respect to the following futures contracts:

- Amsterdam Exchanges: Eurotop 100 index futures contract;

- Deutsche Borse AG (formerly the Deutsche Terminborse): Deutsche
Aktienindex (DAX) futures contract;

- HKFE: Hang Seng Index futures contract;

- International Futures Exchange (Bermuda) Ltd: Financial News
Composite Index futures contract;

- Italian Stock Exchange: MIB 30 index futures contract;

- LIFFE: Financial Times Stock Exchange 100 Index futures contract,
Financial Times Mid-250 Index futures contract (FTSE Mid-Cap);

- MATIF: CAC 40 Index futures contract;

- MEFF Renta - Meff Sociedad Rectora de Productos Financieros
Derivados de Renta Variable, S.A. (Spain) (MEFF
RENTA): IBEX 35 Stock Index futures contract;

- OMLX, London Securities and Derivatives Exchange: OMX Stock
Index futures contract;

- Osaka Stock Exchange (OSE): Nikkei 225 and Nikkei 300 Stock
Average Index futures contracts;

- SIMEX: Morgan Stanley Capital International (Hong Kong) Index,
Nikkei Stock Average and Nikkei 300 futures contract;

- SFE: All Ordinaries Share Price futures contract;
- Tokyo Stock Exchange: Tokyo Stock Price Index futures contract
- Toronto Futures Exchange: Toronto Stock Exchange (TSE)
300 Composite Index, TSE 100 Index futures contract, TSE 300 Spot
Index, TSE 35 Index and TSE 35 Spot Index futures contracts.
The CFTC permits FCMs, IBs, and CTAs to offer and sell, or provide
advice with respect to, the following foreign exchange-traded products

to non-U.S. customers, consistent with applicable local law and certain
limitations: foreign exchange-traded stock index futures contracts
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which have not been the subject of a CFTC staff no-action letter, and
foreign exchange-traded futures based on a foreign government debt
which has not been designated as an "exempted security” under United
States Securities and Exchange Commission Rule 3a12-8. 57 Eed_

Reg. 36369 (August 13, 1992).

See SEC response at I.A.2 (a) above.

With respect to ROIEs and Recognised Overseas Clearing Houses
(ROCHs), the FSA provides for recognition by HMT of exchanges and
clearing houses which have their head offices overseas and which
undertake activities which are characterised as carrying on investment
business in the UK by virtue of the provision of facilities for the
purposes of arranging deals in investments (FSA. s. 40).

As in the case of ROIEs (and ROCHSs), DIEs are not subject to direct
and primary oversight by UK regulators. The purpose of the

DIE concept is to provide an additional element of investor protection
by the identification of those overseas exchanges which are considered
to provide adequate investor protection.

Upon the acquisition, by an exchange, of ROIE or DIE status, all of the
products traded on that exchange are covered by the recognition or
designation.

See |.A.2. (a) above.

If a foreign futures exchange meets the Australian recognition criteria
and is approved by the Minister, it is designated a "recognised futures
exchange".

Section 33 of the CFA provides that no person or company shall trade
in contracts except contracts traded on a commodity futures exchange
recognized by the OSC where the forms of the contracts to be traded
have been approved by the Director.



The Winnipeg Commodity Exchange (the "WCE") has been recognized
pursuant to Section 34 of the CFA. The form of all of the contracts
traded on the WCE has been accepted by the Director pursuant to
Section 36 of the CFA. All other foreign commodity futures exchanges
have been exempted by the OSC from the need for recognition and
acceptance of contracts provided that trades in contracts traded
thereon are made through futures commission merchants ("FCMs")
registered under the CFA.

RORO provides that only trades in classes of options recognized
pursuant to RORO may be made with Ontario residents. The Options
Clearing Corporation ("OCC"), The Intermarket Clearing Corporation
("ICC") and International Options Clearing Corporation ("IOCC") have
been recognized as clearing organizations pursuant to RORO. Equity
options, debt options, interest rate options, index options, precious
metal options, currency options and commodity options issued by
OCC, ICC and I0CC have been recognized pursuant to RORO.

Trades in futures market may only be effected in contracts appearing
on a schedule determined by the Commission. This schedule includes
contracts approved by the CVMQ or, in the case of exchanges located
in another Canadian province or in the United States, approved by the
regulatory body designated by the CVMQ. The lists of approved
organizations and products also include other foreign product. (This
rule does not apply to a hedger, that is, a person who usually carries
on a professional activity which exposes him to a risk attendant upon
fluctuations in prices and who offset that risk through trading on
markets where trading of futures contracts is of a nature to protect him
against that particular risk).

Inapplicable.

A foreign firm must be authorized as an exchange with a Swedish
branch independently managed only if:

- this firm in its home country does this sort of business and is
supervised by an authority or another competent commission, and

- the business planned in Sweden may be assumed to fulfill

requirements of fairness and - in an applicable extension - the
provisions of the new act.
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Not applicable.

See ILA.1 (a) above.

In determining whether to recognize a foreign market in order to be
eligible for investment by Spanish collective schemes, both the
existence of information sharing agreements and the regulatory
framework, with special consideration to investors' protection aspects,
are considered.

In 1995 the following foreign futures and options markets have been
authorized:

- Chicago Mercantile Exchange (CME);

- Deutsche TerminBorse (DTB);

- London International Financial Futures Exchange (LIFFE);
- Marché a Terme International de France (MATIF).

If a foreign exchange begins to do business in Argentina, it would be
considered a domestic exchange. Additionally the trading of futures
and option contracts in Argentina by foreign exchanges must be
approved by the CNV.

Not applicable.

The basic rationale for requiring recognition is to provide comfort to the
Commission that the futures brokers would be trading in foreign
products in foreign markets that are within a regulatory framework and
market structure that is acceptable to the Commission.

In 1997, the following classes of futures contracts of the respective futures
markets have been prescribed to facilitate the merger of Commodities
Trading Commission (“CTC”) with the Commission:



Futures Market

Approved Classes of Futures
Contracts

CBOT

CME

Coffee, Sugar &
Cocoa Exchange
Inc.

NYCE

NYME COMEX
Division
NYME NYMEX
Division

Maebashi Dried
Cocoon Exchange

Tokyo
Commaodity
Exchange

Tokyo Grain
Exchange

Yokohama Raw
Silk Exchange

LIFFE

London Metal
Exchange

Wheat futures, Corn futures,
Soyabean futures, Soyabean meal
futures, Soyabean oil futures,
Oats futures

Live hogs futures, Lumber
futures, Feeder cattle futures, Live
cattle futures, Pork bellies futures

Sugar 11 futures, Cocoa futures,
Coffee futures

Orange juice futures, Cotton
futures

Gold futures, Silver futures,
Copper futures

Natural gas futures, Crude Oil
futures, Heating oil futures,
Palladium futures, Platinum
futures

Dried cocoon futures

Cotton yarn futures, Rubber
(RSS3) futures

Azuki (red beans) futures, Corn
futures, United States Soybean
futures

Raw silk futures
White sugar futures, Cocoa

futures

Copper Grade A
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See I.LA.1. (a) and I.A.1. (b) above.

(c) Recognition Criteria

See ILA.2 (a) above.

See |.A.2 (a) above.

In order to achieve ROIE status, an exchange must satisfy HMT:

)] that it is subject to supervision in the country where its head
office is located which, together with its rules and practices, is
such that investors in the UK are afforded protection at least
equivalent to that provided under the FSA in relation to domestic
RIEs or RCHs;

ii)  ofits ability to cooperate in the sharing of information; and

iii)  of the existence of adequate arrangements for cooperation by
those responsible for the supervision of the exchange in the
foreign country (FSA, s. 40).

Parallel requirements are imposed on Recognized Overseas Clearing
Houses (ROCHSs).

HMT is required to be satisfied that the rules and guidance of the
exchange or clearing house do not significantly prevent or distort
competition (FSA, s. 119) and before making a decision regarding
recognition, it must have regard to the report of the Director General
of Fair Trading (FSA, s. 122) (see item I.A.1 (c), above).

See |.A.2. (a) above.



No legislation exists for the recognition of foreign markets. However,
the ASC consults with the relevant exchange or market participants to
ensure that investor protection is adequate and that the interests of the
public will be served. The ASC, the SFE and the Federal Attorney
General's Department have agreed the following criteria which must
be addressed when an applicant is seeking inclusion to Schedule 11.
Evidence must be provided:

(a) that the exchange has been established under the laws of the
country in which it operates and is recognised by the government
of that country as a public exchange;

(b) that the exchange has rules governing its operation;
(c) that the exchange is a market where futures contracts are traded,;

(d) that price information about contracts traded is disseminated on a
real-time basis; and

(e) that there is some formal body that overseas the operation of the
exchange.

The factors to be considered in recognizing a foreign commodity
futures exchange and accepting the form of contracts traded thereon
are essentially the same as those described at I.A.1 (c).

A similar approach would be taken pursuant to RORO with respect to
the recognition of a clearing organization and a class of options issued
by such clearing corporation.

The Commission shall qualify persons as prescribed by the act on the
following conditions:

The person issuing the derivatives must furnish the following
information:

Its corporate name, the address of its head office, the method and
date of incorporation. A description of its activities. The names
of the members of its board of directors and their main
occupations. Its audited financial statements. A description of
the different types of contracts that its wants to issue or
guarantee.



However, by decision, the CVMQ has authorized the used of foreign
exchanges and products. Many have been exempted from the need for
recognition provided that trades are made through futures
commission merchants.

Inapplicable.

See I1.A.2 (b).

In the introduction of the advisory provisions for applying for
authorization or license SFSA has stated that these provisions shall in
an applicable extension be valid for the application by a foreign firm,
too.

Not applicable.

See I.A.2 (b) above.

There are no established criteria for the recognition of foreign markets
for this purpose, but, in general terms, it must be assured that those
markets fulfill standards of transparency, safety, integrity and fair
trading, investors' protection, organization and control at a level
equivalent to that of the Spanish official markets.

CNV Resolution No. 194/92 establishes the requirements that all
exchanges must fulfill in order to be approved by the CNV.

There are no established criteria for the recognition of foreign markets.
However, when recognising a foreign market as a Specified Exchange,
the Commission will be guided by several principles such
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as reciprocity principle and the fact that the foreign markets are
regulated by their respective securities or futures regulatory agencies.

See I.LA.1. (a) to I.A.2. (a) above.

B. Financial Intermediaries

1.

Describe the factual bases for determining that a financial
intermediary is subject to regulation in your jurisdiction (e.g., legal
domicile, presence of an office, solicitation of business)

In general, a financial intermediary will be deemed to be subject to
CFTC reqgulation if it either is legally domiciled in the U.S., is otherwise
physically present in the U.S., has consented to jurisdiction or is
deemed to be conducting business in the U.S. Whether a financial
intermediary is deemed to be conducting business in the U.S. is not
dependent on whether the financial intermediary is physically present
in the U.S. and no distinction between solicited and unsolicited
business is made; mere acceptance of orders constitutes "doing
business".

The presence of a U.S. affiliate of a foreign firm engaged in a related
business may also cause the CFTC to find that the foreign firm is
subject to regulation in the U.S. Adequate representations as to access
to the U.S. affiliate's books and records may cause the CFTC to
disregard the affiliate's presence in applying the CFTC's regulatory
requirements.

However, a foreign firm will be eligible for Rule 30.10 relief from
registration (see 1.B.2 (a) below) notwithstanding the existence in the
U.S. of a separately incorporated affiliate or subsidiary of the applicant
which engages in a related activity if the following procedural
requirements are met: (1) the applicant must identify the name and
location of any affiliate or subsidiary in the U.S. which acts in a related
capacity (bank, broker-dealer or dealer in a cash commodity); (2) the
applicant must represent that it will not accept any futures-related
business from any of its affiliates or subsidiaries in the U.S. other than
a proprietary account of the affiliate or subsidiary, unless such entities
are registered in the appropriate capacity; and (3) the applicant must
represent that it has informed its bank, broker-dealer and dealer in
cash commodity affiliates or subsidiaries in writing that they may not
introduce to, or solicit futures business on behalf of, the applicant,
unless such entities are registered in the appropriate capacity. See



Interpretative Letter 93-65, Comm. Fut. L. Rep. (CCH) ] 25,784
(July 26, 1993).

The location of the customer has influenced CFTC staff determinations
as to whether a financial intermediary must register:

Customers - For example, in February 1993, CFTC staff
granted registration relief to a U.K. firm exempted under
Rule 30.10, which proposed to introduce to a U.S. FCM orders
of certain U.K. branch offices of U.S. corporations (among
other entities) for transactions on U.S. contract markets.
Under existing standards, a firm accepting orders from such
U.S. customers ordinarily would be required to register with
the CFTC. However, relief was granted based in part on the
status of the customer (i-e., highly qualified institution,
operating as independent profit center outside the United
States), the Rule 30.10 status of the firm, and the fact that the
accounts of each customer would be carried by a U.S. FCM on
a fully disclosed basis.

- Qrder Transmittal for Omnibus Accounts - On
December 23, 1993, CFTC staff issued a no-action letter to
address order transmittal procedures in instances where a
U.S. FCM has a customer omnibus account with an affiliated
foreign broker with confirmed CFTC Rule 30.10 relief for
execution of foreign transactions and the foreign broker has a
customer omnibus account with a U.S. FCM for execution of
U.S. transactions. No-action relief was granted to permit
certain institutional clients direct access to the executing firm
carrying the omnibus account. See Interpretative
Letter 93-115, 2 Comm. Fut. L. Rep. (CCH) 125,932
(December 23, 1993). The order transmittal procedures
contained in the 1993 Advisory were extended in
Advisory 94-08 (January 20, 1995) to circumstances where the
customer omnibus account is carried at a foreign affiliate that
does not have CFTC Rule 30.10 relief. Among other things,
the Advisory requires that the U.S. FCM undertake to be
liable for all acts of its foreign affiliate, and provide access to
original books and records of the foreign affiliate.

- Globex Branch Offices: "Pass the Book" - On June 25, 1992,
CFTC staff granted relief from certain registration
requirements that otherwise would apply to CME and
CBT member firms and their foreign affiliates to which they
"pass the book" of customer orders for entry into the Globex
electronic trading system, and to personnel involved in that
process. Staff stated that it will not recommend enforcement
action against an exchange member firm solely for soliciting,
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accepting or entering U.S. customer orders into Globex
through designated persons located at a foreign affiliate that
is not registered as an FCM. The Globex-related activities of
the designated persons would be deemed to be the operation
of a branch office of the exchange member firm. See
Interpretative Letter 92-11 [Current Binder] Comm. Fut. L.
Rep. (CCH) 11 25,325 (June 25, 1992).

By letter dated August 9, 1993, this no-action relief was modified to
clarify that it was not intended to be inconsistent with applicable
foreign laws. On August 20, 1993, the Division of Trading and
Markets issued a no-action letter that extended the relief granted to
Globex orders passed to Exchange member firms' affiliates in Hong
Kong with Globex terminals and on December 31, 1993, the Division
confirmed that the relief is applicable in connection with Globex
terminals in Japan. The relief granted does not alter the requirement
that any foreign affiliate doing U.S. customer business on its own
behalf must be registered with the CFTC.

On October 29, 1993, "pass-the-book" relief similar to that provided to
the CME and CBOT (referenced above) was extended to the NYMEX
and its foreign affiliates in the United Kingdom who "pass-the-book"
or otherwise handle customer orders for entry into the NYMEX
ACCESS trading system, and on September 28, 1995 to

NYMEX member firms and their foreign affiliates in Australia that
"pass the book" of customer orders involving NYMEX contracts for
entry into SYCOM terminals of the Sydney Futures Exchange.

The Commission requires broker-dealer registration in two general
types of situations. First, all broker-dealers physically operating
within the United States that effect, induce, or attempt to induce any
securities transactions are required to register with the Commission,
even if these activities are directed only to foreign investors outside the
United States. Second, broker-dealers who solicit securities
transactions from persons located in the United States are required to
register with the Commission, regardless of where the broker-dealers
are located.

The Commission has not required registration of broker-dealers
located outside the United States who execute transactions for

U.S. persons who sought out the broker-dealer and initiated
transactions in foreign securities markets entirely of their own accord.
The Commission generally views "solicitation”, however, as including
any affirmative effort by a broker-dealer intended to induce
transactional business for the broker-dealer or its affiliates. Conduct
deemed to be solicitation includes telephone calls from a broker-dealer
to a customer encouraging use of the broker-dealer to effect
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transactions, as well as advertising one's function as a broker-dealer, in
newspapers or periodicals of general circulation in the United States or
on any radio or television station whose broadcasting is directed into
the United States. Similarly, solicitation would include conducting
investment seminars for U.S. investors or recommending the purchase
or sale of particular securities, with the anticipation that the customer
will execute the recommended trade through the broker-dealer.

A broker-dealer who disseminates quotations for securities to

U.S. persons also generally would be considered to have solicited
securities transactions. The Commission has indicated, however, that
third-party distribution of quotations will be allowed on an
interpretive basis. The Commission’s position only applies to
third-party systems that do not have internal execution capabilities.

The Commission has adopted a rule that provides exemptions from
registration for certain foreign broker-dealers engaged in certain
activities involving U.S. investors and markets. One exemption
permits foreign broker-dealers to solicit U.S. institutional investors, but
requires, among other things, that any resulting trades be executed
through a U.S. registered broker-dealer. The rule provides another
exemption for foreign broker-dealers who provide research reports to
U.S. institutional investors with assets in excess of $100 million. The
research reports cannot, however, recommend the use of the foreign
broker-dealer to execute trades and cannot be provided pursuant to
any understanding that commission income will be directed to the
foreign broker-dealer. Finally, the rule exempts foreign broker-dealers
who effect transactions with or for U.S. registered broker-dealers,
banks acting in a broker-dealer capacity, certain international
organizations, foreign persons temporarily present in the United
States, U.S. citizens resident abroad, and foreign branches and agencies
of U.S. persons.

The FSA provides that no person shall carry on, or purport to carry on,
investment business in the UK unless he is authorized or exempted
from authorisation (FSA, s. 3).

For these purposes, "financial intermediary" is used to refer to firms
which are "authorised persons", i.e., authorised to carry on investment
business in the UK. Applications for authorisation may be made to SIB
or the relevant self-regulating organization (SRO) which in the case of
margined transactions, would be The Securities and Futures Authority
Limited (SFA).

Pursuant to the FSA, a person carries on investment business in the UK
if he carries on investment business from a permanent place of



business maintained by him in the UK or if he engages in an activity in
the UK which falls within one of several categories identified in Part |1
of Schedule | to the FSA and are not excluded by Part I1l and, in
respect of that activity, he is not an exempt person.

A financial intermediary is, therefore, subject to regulation in the UK
where investment business is carried on from a UK base, wherever the
customer is situated. A financial intermediary will also be subject to
UK regulation where that financial intermediary, not operating from a
UK base, nevertheless carries on business from overseas into the UK
(e.g., soliciting UK customer business). Certain exceptions apply in the
latter case, e.g., where the overseas person is: transacting with a

UK authorized person; responding to an initiative taken by a

UK investor or continuing an existing business relationship with him;
or promoting his investment services in accordance with the
advertising and cold-calling rules, provided that overseas person is not
otherwise restricted by the provisions of the FSA.

Under the Act of July 2™, 1996, only duty authorised investment
services providers may provide investment services in France. The
investment services include reception and transmission of orders
relating to financial instruments on behalf of investors, execution of
such orders other than for own account, dealing in financial
instruments for own account, managing portfolio of investments in
accordance with mandates given by investors on a discriminatory
basis, underwriting and / or placing of issues.

To provide investment services in France investment services
providers must be either incorporated in France and be authorized by
the Comité des Etablissements de Crédit et des Entreprises
d’Investissement (CECEI), in cooperation with the CMF. [The COB
has however full jurisdiction (authorization, regulation, supervision)
in the field of portfolio management activities] or be authorized by a
competent authority of an EEA member state and provide investment
services in France by virtue of the right of establishment, by setting up
a branch, and the freedom to provide financial services.]

An investment firm authorized by an EEA member state and
providing investment services in France will be subject to the
regulation of the home member state except for rules of conduct and
other rules of the host member state taken in the interest of the general
good which the investment firm has to comply with.

Only a duty authorized investment services provider may become a
member of a regulated market, with the exception of local trader who
may become a member of the MATIF without being registered as an
investment firm.



Under the Act of July 2", 1996 may become a clearing member the
firms authorized to become a member of a regulated market and
credit institutions after approval of their clearing business plan by the
CMF.

Solicitation and cold calling authorized from persons who could apply
for clearing membership (see above). This business is defined as the
usual activity of advising someone to operate on markets and being
paid for.

These persons have to comply with French regulation governing
solicitation or cold calling on futures contract.

Legal provisions on cold calling protect all customers, whatever their
nationality, as soon as they are domiciled in France.

Any person who performs securities business in Japan must be either:

1) asecurities company incorporated and licensed under the
Securities and Exchange Law, or

2) aforeign securities company which is licensed to hold a securities
branch in Japan (a foreign securities firm can hold either a branch
or a subsidiary to operate securities business in Japan).

With regard to the cross-border securities transaction, unlicensed
overseas securities companies are prohibited from soliciting
non-professional investors.

If the intermediary is conducting business in Australia, then that
intermediary is subject to regulation.

Section 1142 of the CL prohibits a person from dealing in a futures
contract on another's behalf or holding himself out as carrying on a
futures brokering business unless he is licensed or is exempt.
Section 1143 contains a similar provision with respect to futures
advisers. Dealing is defined in sub-section 25 (1) of the CL in terms
which would be satisfied by either taking or executing orders.

No distinction is made between solicited versus non-solicited business.
Section 9 of the CL defines a "futures broker" as:

- a person who carries on, or 2 or more persons who together carry
on, a futures brokering business, whether or not the person, or



any of the persons, also deals in futures contracts on the person's
own account; or

- the holder of a futures brokers licence;

"Futures brokering business", in relation to a person, means a business
of dealing in futures contracts on behalf of other persons. Itis a
condition of the grant of a dealers licence and Membership of the SFE
that a degree of liquidity as specified in the Articles and By-Laws is
met.

"Futures adviser”, means a person who carries on, or two or more
persons who together carry on, a futures advice business.

Section 25 of the SA provides that no person shall: trade in a security
unless registered as a dealer or a salesperson, partner or officer of a
dealer; act as an underwriter unless registered as an underwriter; or
act as an adviser unless registered as an adviser or a partner or officer
of an adviser. Similar provisions are found in Sections 22 and 23 of the
CFA in respect of commodity futures contracts and options.

The definitions of the term "trade” in the SA and CFA are very broad
and includes entering into contracts as principal or agent, the receipt of
an order to effect a transaction and any act, advertisement, conduct or
negotiation directly or indirectly in furtherance of a trade.

To carry on business in ( or from ) Quebec a broker / dealer must be
registered with the CVMQ. To solicit business a broker / dealer must
have an office in Quebec, under the direction of a person who is an
officer residing in Quebec.

However, the CVMQ may, on such conditions as it may determine,
exempt a person or a group of persons from certain requirements
where it considers the exemption not to be detrimental to the
protection of investors.

The Securities Act also specifies that any person doing business as a
dealer or broker with certain category of persons («sophisticated
purchasers») is exempt from registration (and, consequently, is exempt
from having an office in Quebec). See Section B.1.2. (b) for details.



In Hong Kong, a person who conducts a business of trading in
commodity futures contracts, or holds himself out as carrying on such
a business, must register as a commodity dealer with the SFC.

A person who receives remuneration from carrying on a business of
advising any other person or holds himself out as carrying on such a
business, or as part of a regular business issues or circulates analyses
or reports, or acts as a portfolio manager for a client concerning the
purchase or sale of futures contracts or securities, must register as a
commodity trading adviser or a securities investment advisor
respectively.

A person who carries on a business of dealing in securities (including
stock options) must register as a dealer under the SO.

There are two types of securities intermediaries recognized in Chilean
Securities Law: broker-dealers and OTC agents, which are defined in
Article 24, Law N° 18,045. The first one can trade on and off-exchange,
whereas the second one is limited to off-exchange transactions. Itis
important to note that in Chile shares can only be traded on-exchange.

The Law defines that any person who wants to perform as a securities
intermediary, must be registered by the SVS. Later on, Articles 26, 27
and 28, define the requirements these intermediaries must meet in
order to be registered by the SVS. Finally, in order to be registered and
be able to carry out the intermediation activities, the broker-dealer and
OTC agent, must be created as a Chilean corporation.

Anybody in Sweden wanting to do business within e.g. banking,
securities business, corporate finance or mutual funds - before
beginning any business - has to get a certain license, in case of banking
by the government and else by The Financial Supervisory Authority
(FSA). When such a license is received, the business shall be
conducted in accordance with the statutes especially issued for each
business and under surveillance by the FSA.

New regulations (FFFS 1997:11) concerning mutual funds have been
issued by the FSA. The new regulations came into force on
May 1%, 1997. These new regulations replace FFFS 1996:9.

If a mutual fund intends to do business in options, futures or similar
financial instruments, this intention shall be noticed in the fund



statutes. The statutes shall also stipulate the highest amount, as part of
the fund capital, that the fund at each time may use for the purchasing
of either of these derivatives. The statutes shall furthermore stipulate
the highest total marginal requirement, also as part of the fund capital,
that the fund may be exposed to because of this derivatives business.

Chapter 6 of the regulations deals exclusively with the options and
futures business including securities lending. It should be observed
that inter alia the total purchase value (paid premiums) for options of a
mutual fund must not at any time exceed ten percent of the fund
capital. The highest total marginal requirement, similarly, must not at
any time rise to more than twenty percent of the fund capital.

The legislation is actively based. If the financial intermediary carries
on the business of “dealing in futures contracts”, as that term is
defined in the Act, it will need to be authorised by the Commission. It
is the policy of the Commission that applicants for authorisation
should be admitted to one of the categories of dealer established by the
rules of the New Zealand Futures and Options Exchange".

The Act prescribes that a person deals in futures contracts if that
person:

(@) acquires or disposes of the futures contracts on behalf of another
person; or

(b) offers to acquire or dispose of the futures contracts on behalf of
another person; or

(c) on behalf of another person induces, or attempts to induce, a
person, to acquire or dispose of the futures contract; or

(d) advises or assists a person in connection with the acquisition or
disposition of the futures contract; or

(e) does any other act or engages in conduct declared by the
Commission by notice in the Gazette to constitute dealing in a
futures contract for the purposes of Part 111 of the Securities
Amendment Act 1988.

Pursuant to article 2 of Legislative Decree no. 415/1996 the provision of
investment services to the public on a professional basis shall be
restricted to authorized persons (mainly investment firms and banks).
Furthermore, EU investment firms and banks may provide services in
Italy both by choice to provide services and establish branches.
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Considering the afore, a financial intermediary is subject to Italian
regulations when it conducts investment services in Italy. As far as
EU investment firms and banks providing investment services in Italy
are concerned, Consob shall supervise the compliance of rules of
conduct only (art. 11 of Directive no. 93/22/EEC).

Investment services are deemed to be conducted in Italy when the
person who provides such services takes the initiative of soliciting
Italian customers within the Country.

Non EU investment firms and banks are subject to a licence
requirement.

According to the Securities Market Act, most of the activities related to
securities markets can be carried out solely by registered financial
intermediaries (brokers, broker-dealers, credit institutions and so on).

In broad terms, Spanish law requires registration to every firm
carrying or trying to carry out investment business in Spain, or
outside, provided, in this latter case, its activities are directed to
persons located in Spain. Those investment services include, but are
not limited to, receiving orders from investors relating to the securities
markets, even if they are transferred for execution by other institutions
so authorized, or managing stock portfolios for third parties.

EU credit institutions are exempted from registration as established by
Second Banking Directive.

All financial intermediaries are subject to Argentina CNV jurisdiction
if they do business in Argentina exchanges under CNV jurisdiction.

In Germany, in addition to credit institutions within the meaning of
Section 1 (1) of the Banking Act, brokers primarily act as financial
intermediaries. Besides this there are some financial institutions
within the meaning of Section 1 (3) of the Banking Act.

Pursuant to Section 7 of the Exchange Act, admission to trading on the
Exchange is granted only to applicants engaging in options and futures
trading on a professional basis for their own account (principal
transactions) or in their own names but for the account of third parties
(agent transactions), or acting as intermediaries in the conclusion of
contracts. The business operations of the applicant must by their
nature and scope require a commercially organized business
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establishment. Specifically, the following may be admitted as
Exchange Members:

- Credit Institutions

Credit institutions within the meaning of Section 1 (1) of the
Banking Act, i.e., enterprises conducting banking business in
Germany - such business also comprises the purchase and sale of
securities for others -, are subject to bank supervision under the
Banking Act (Section 6 (1)). All banking business conducted in
Germany basically requires a license from the Federal Banking
Supervisory Office (Section 32 of the Banking Act). Enterprises
holding a "European passport” within the meaning of Section 53b
of the Banking Act are exempted.

- Brokers

Brokers, on the other hand, are not credit institutions. To the
extent that they have been admitted to participate in Exchange
trading as official brokers or independent brokers, they are
subject to supervision by the Exchange Supervisory Authority
pursuant to Section 8a of the Exchange Act. Such supervision
comprises both floor and off-the-floor trading and relates to
compliance with exchange laws and regulations and to ensuring
solvency.

- Other Exchange Participants

Other Exchange Participants are currently not subject to any
government supervision. They are admitted to the DTB as
non-Clearing Members.

In addition to government supervision, the relevant Exchange Rules
and Regulations require the Board of Governors of the Exchange to
supervise and check compliance with the Exchange Rules.

The purchase of securities and other financial products can also be
effected via professional brokers. Under 34 ¢ Trade Regulation Act the
middleman must have a license from the trade supervisory authority if
the object of his business is the professional brokering of German or
foreign investment shares, domestic and foreign stocks and bonds of
domestic and foreign corporations. On the other hand, the brokering
of stock options and futures contracts does not require a license under
Section 34 ¢ Trade Regulation Act.

With the implementation of the EU-investment services directives in
German law the supervision of professional brokers will be
reorganised. As it is planned now the Bundesaufsichtsamt fur das
Kreditwesen will license the investment firms in future and the
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Bundesaufsichtsamt fr den Wertpapierhandel will supervise their
business behavior (so called functional approach). Investment services
include the purchase and sale of securities or derivatives for third
parties (securities business), engaging in such business as an
intermediary, or trading in securities or derivatives for one's own
account.

In Malaysia, a person must not carry on futures broking business or
hold itself or himself out as carrying on futures broking business unless
that person holds a futures broker’s licence. Futures broking business,
in relation to a person, means a business of trading in futures contracts
on behalf of other persons. A person who carries on a futures fund
management business or holds himself out as a futures fund manager
must hold a futures broker’s licence or futures fund manager’s licence.
Under the FIA, a futures broker’s licence or a futures fund manager’s
licence may only be granted to a corporation. A person must not carry
on a futures advice business or hold himself out as a futures trading
adviser unless that person holds a futures broker’s licence, futures fund
manager’s licence or a futures trading adviser’s licence. Futures advice
business is defined under the FIA as the business of advising another
person about trading in futures contracts or a business in the course of
which the person publishes futures reports.

The licensing regime in the FIA requires all individuals who act on
behalf of a futures broker, a futures fund manager or a futures trading
adviser to be licensed as a futures broker’s representative, a futures
fund manager’s representative or a futures trading adviser’s
representative respectively. An individual who performs a function that
is ordinarily done by accountants, clerks or cashiers of futures brokers,
futures fund managers and futures trading advisers however, is not
required to be licensed.

See LA.1. (a) and ILA.2. (a) above.

(a) Are there differences in the regulations applied based on the
relationship of the intermediary to the jurisdiction?

Once the determination is made that a financial intermediary is subject
to regulation in the U.S., the applicable principle of regulation is that



of national treatment. That is, under U.S. laws, the foreign firms are
treated no less advantageously than U.S. firms in terms of the
regulations which may be applicable to their activities. However,
depending on the degree of nexus with the U.S., the CFTC's regulatory
interest may vary.

"Foreign brokers" are defined as entities located outside the U.S. that
carry an account in futures or options for or on behalf of non-U.S.
persons on U.S. markets through a carrying FCM. Under

CFTC regulations, foreign brokers are not required to register with the
CFTC as FCMs, however, they remain subject to, among other things,
the reporting requirements in Parts 15-21 of the CFTC regulations.

The CFTC's Part 30 rules govern the offer or sale of any foreign futures
or option contract to a person resident in the U.S. Although the rules
apply to any person, U.S. or non-U.S., who engages in the
above-referenced activities with respect to a customer resident in the
U.S., the rules contain an exemptive provision pursuant to which the
CFTC may exempt a financial intermediary located outside the U.S.
from the application of certain of the CFTC's rules and regulations
based upon substituted compliance by the financial intermediary with
the comparable regulatory requirements imposed by the foreign
jurisdiction. See Rule 30.10. To be eligible for Rule 30.10 exemptive
relief, a firm must also be doing business with customers in the foreign
jurisdiction in which it is located and to whose regulation it is subject.
In considering an exemption request, the CFTC will take into account,
among other things, the extent to which U.S. persons are permitted to
engage in futures-related activities.

Clarifying the applicability of the Rule 30.10 exemption to firms
located outside the United States, the CFTC has issued orders
permitting firms that have Rule 30.10 relief to engage in limited
marketing of foreign futures and option contracts to qualified eligible
participant (QEP) type customers from locations within the United
States through their employees or other representatives. Pursuant to
the orders, up to 30 days of direct marketing activities can be
undertaken by Rule 30.10 qualified firms without implicating the
U.S. registration requirement. 59 FR 42156 (August 17, 1994) 57 Eed.
Reg. 49644 (November 3, 1992).

See also Section 1.B.1 above and Section 1V.C.1 (d) (i) (1) below.

As discussed in 1.B.1. above, the Commission exempts certain foreign
broker-dealers from U.S. registration based on the location of the
broker-dealer and on the limitation of their customers to institutional
investors. The Commission generally does not differentiate its
regulation of registered broker-dealers based on the location of the
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broker-dealer or on the location or type of its clients. Non-resident
broker-dealers are required, however, to provide their books and
records in the U.S. upon request.

It is the activity of carrying on investment business in the UK (e.g.,
soliciting business or advising UK customers) in the absence of an
exemption that triggers the application of the FSA. (Solicitation is
defined in neither the FSA nor the Conduct of Business Rules (CBRs).)

The principle of "national treatment”, briefly stated, means that foreign
firms are treated no less advantageously than domestic firms in terms
of the regulations which may be applicable to their activities. Once it
is determined that a financial intermediary is subject to regulation in
the UK and, if not otherwise exempt, requires authorisation to carry on
investment business, the principle of "national treatment” applies and
foreign firms are treated in the same way as domestic firms.

The UK has entered into Financial Information Sharing Memoranda of
Understanding with the regulators or relevant authorities of 35 foreign
countries. The foreign regulator takes the lead in relation to financial
supervision and provides financial information, on the basis agreed,
concerning the overseas entity which could be relevant to the

UK entity. The UK regulator continues to monitor for its purposes
compliance with CBRs and Client Money Regulations.

Any arrangements which are developed between UK and foreign
regulators and 7/ or supervisors for purposes of the financial regulation
of intermediaries operating from overseas through a branch in the UK
will not displace or otherwise overcome the need for the overseas
entity to acquire authorisation where it is undertaking investment
business in the UK and an exemption is not available.

In relation to the authorisation of firms undertaking investment
business in the UK, where authorisation is required, there is no
alternative to membership in an SRO or direct authorisation from SIB.

A certain overlap of SRO scope minimizes the need for a firm to obtain
multiple SRO memberships, however, in circumstances where a firm is
compelled to obtain authorisation through membership more than one
SRO, arrangements will be made for one of those SROs to adopt a lead
in the regulation of the activities of the firm in question.

See section 1.B.1 above.



Same business regulations are applied to the securities companies
incorporated in Japan and the branches of the licensed foreign
securities companies.

A non-Australian financial intermediary operating in Australia is
subject to the same requirements to which an Australian financial
intermediary is subject.

Section 33 of the CFA states that no person or company, except a
hedger, shall trade in contracts except:

() contracts (the forms of which have been approved by the
OSC) traded on a registered or recognized exchange;

(i) contracts for which a preliminary and a final prospectus
have been filed with the OSC and receipts obtained
therefor; or

(iii) contracts traded on an exchange outside Ontario as a result
of an order placed with a dealer which does not carry on
business in Ontario, not involving any solicitation by or on
behalf of the dealer.

Section 32 of the CFA provides that registration is not required in
respect of:

0] a trade in a contract by a hedger through a dealer;

(i) a trade in a contract by a person or company acting solely
through an agent who is a registered dealer;

(iii) a trade in a contract to be executed on an exchange situate
outside Ontario resulting from an order placed with a
dealer who does not carry on business in Ontario, not
involving any solicitation by or on behalf of the dealer; or

(iv) a trade in a contract in respect of which a preliminary
prospectus and a final prospectus have been filed with the
OSC and receipts obtained therefor.



A foreign broker / dealer is subject to the same requirements to which
a Quebec financial intermediary is subject.

However, the Securities Act specifies that any person doing business as
a dealer or broker with certain category of persons («sophisticated
purchasers») is exempt from registration (and, consequently, is exempt
from having an office in Quebec). See Section B.1.2. (b) for details.

Corporate members of the Hong Kong exchanges must be
incorporated in Hong Kong.

Corporate registered dealers and advisors who are not exchange
members must be incorporated in Hong Kong or be overseas
companies registered as such under the Companies Registry of Hong
Kong and have a valid business registration in Hong Kong.

In consideration of the answer in 1.B.1, it doesn't matter whether the
intermediary’s capital is foreign or local since it is only necessary that
they be legally constituted in Chile in order to operate.

Formally there are differences in the regulation to a certain extent due
to separate legislation for banks, securities firms etc. Practically, FSA
executes its surveillance in roughly spoken the same way towards the
different kinds of companies under supervision, i.e., reporting, spot
investigation, management contacts etc. On the other hand, there are
no differences in this relationship between Swedish and foreign
intermediaries.

All dealers carrying on business with New Zealand residents are
regulated the same way.

Italian Laws and regulations are applicable to non EU credit
institutions, duly authorized by CONSOB and the Bank of Italy, to
carry out investment business in Italy.

With respect to EU credit institutions and their financial subsidiaries,
provided for under article 18 of 11"d banking directive, Italian
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regulations concerning disclosure obligations, conduct of business
rules and regularity of securities transactions are applicable; otherwise,
home country regulations apply.

There are no different regulations based on the relationship of the
intermediary to the jurisdiction.

There are no differences.

Foreign and domestic intermediaries are regulated in the same way.

In so far as foreign intermediaries are concerned, they are subjected to
the same futures regulatory requirement.

See LA.1. (a) and ILA.1. (b) above.

No differences provided all intermediaries are regulated in that
jurisdiction. For this reason foreign intermediaries would have to
have a domestic separately capitalized entity that is a member of the
relevant exchange, and complies with the exchanges rules of
membership. In that way they would rank equally with local
intermediaries.

(b) Are there differences in the regulations applied based on the type or

CETC

location of clients with which the intermediary does business?

The CFTC rules and regulations generally do not distinguish
intermediaries based on the type of clients. (Butsee definition of
proprietary accounts and Rule 4.7 discussed below.) The location of

the client is relevant because of the need to establish a nexus with the
uU.S.

In order to trade for U.S. customers on domestic or foreign markets,
firms must either register or be exempt from registration. But see
discussion of staff relief in Section 1.B.2 (a) above.



CFTC Rule 4.7 exempts CPOs who offer pool participation interests to
certain highly qualified investors defined for purposes of the rule as
"qualified eligible participants” (QEPs) and CTAs who direct or guide
the accounts of highly qualified investors defined for purposes of the
rule as "qualified eligible clients” (QEC) from certain disclosure,
reporting, and recordkeeping requirements. See Section 11.B.3 (c).

In order to trade for non-U.S. customers on U.S. markets, whether the
full panoply of customer protections is applicable or not is a function
of the location of the financial intermediary.

[Transactions on non-U.S. markets for non-U.S. customers are deemed
to be nonregulated transactions under the CFTC's regulatory system.]

The SEC generally does not differentiate its regulation of registered
broker-dealers based on the type or location of the broker-dealer's
customers.

SFA's CBRs differentiate between several types of investors. Briefly,
these are:

(i)  “"private customer": this means a customer who is either an
individual or a small business investor and who is not acting in
the course of carrying on an investment business for which he or
it has been authorized under the FSA;

(i)  "non-private customer™: this includes:

- An "ordinary business investor”, which category
includes: governmental and public authorities; large
companies (i.e. with more than 20 members or with a
holding company which has more than 20 members and
any of it, its holding companies or subsidiaries has a net
worth of £ 500 000); other large companies which have a net
worth of £ 5m or which have a holding company or a
subsidiary with a net worth of £ 5m; partnerships or
unincorporated associations with a minimum met worth of
£5m; and trustees of large trusts (minimum trust assets of
£ 10m) (SFA's CBRs, 9-1).

- Persons authorized to carry on investment business in the
UK (SFA's CBRs, 9-1).

- A customer which would otherwise be a private customer
may be treated by a firm as a non-private customer if: the
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firm can show that it believes on reasonable grounds that
the customer has sufficient expertise and understanding to
waive the projections provided for private customers; the
firm has given a clear written warning to the customer of
the protections under the regulatory system which it will
lose; and the customer has properly consented to being
treated as a non-private customer.

SFA's CBRs distinguish between the protections afforded to private
customers and non-private customers. For example, private customers
must, in certain circumstances, be informed by the firm not in relation
to the particular business which is to be carried on, UK regulatory
protections will not apply (SFA’s CBRS, 5-13 and 5-14).

Authorized firms, in respect of the regulated business undertaken by
them in the UK, must treat all customers, irrespective of location or
nationality, in the same way.

There are no differences in the regulations applied to licensed
intermediaries based on the type or location of their clients.

Amendments

Officers and employees of a firm and its appointed representatives, as
well as the appointed representatives' officers and employees, are
subject to certain restrictions in respect of transactions relating to an
investment of any kind in which the firm carries on regulated business.
Similarly, such persons should not deal on their own account with any
of the firm's customers. The purpose of these restrictions and
prohibitions is to avoid conflicts of interest (SFA's CBRs, 5-51).

There is no difference in the rules applying to investment firms
according to the location of their clients. When opening an account
with a non professional customer to trade on a futures or option
market, the investment firm has to give the investor a copy of the risk
disclosure document. The client has to return a signed copy of the
document to the firm before the first trade may occur. If the clientis a
professional one, he must receive the risk disclosure document but
there is nor requirement that he returns a signed copy of the document
to the firm.



No differences exist in the regulations applied to licensed securities
companies, according to the type or location of their clients.

In respect to the type of clients there is a difference. Specific futures
markets may be declared exempt by the Minister pursuant to s. 1127 of
the CL generally upon the application of certain institutions such as
Banks or Trading Houses wishing to engage in those markets on behalf
of clients who are hedgers.

There are no differences in the application of regulations based upon
the location of the financial intermediary's clients.

See |.B.2 (a) above.

There is no differences in the regulations applied on the location of
clients with which the intermediary does business. However, in
respect to the type of clients there is some exemption from registration.
The Securities Act specifies that any person doing business as a dealer
or broker with («sophisticated purchasers») is exempt from
registration. The following persons are sophisticated purchasers to the
extent that they subscribe for or purchase securities for their own
account:

1) acompany all of the voting securities of which belong to the
Gouvernement du Québec, The Government of Canada or the
government of a Canadian province, or to one of their
departments or agencies;

2) abank governed by the Bank Act (R.S.C. 1985, c. B-1) or by the
Quebec Saving Banks Act (R.S.C. 1970, c. B-4);

3) aloan and investment society incorporated under an Act of
Quebec or registered in accordance with the Loan and
Investment Societies Act (R.S.Q., c. S-30);

4)  afederation of savings and credit unions within the meaning of
the Savings and Credit Unions Act (S.Q., 1988, c. 64);

5) the Caisse Centrale Desjardins du Québec established under the
Act respecting the Mouvement des Caisses Desjardins
(S.Q., 1989, c. 113);



6) atrust company licensed under the Act respecting trust
companies and saving companies (R.S.Q., ¢. S-29.01);

7)  aninsurance company licensed under the Act respecting
insurance (R.S.Q., c. A-32);

8) amunicipal corporation, an urban community, a school board,
the Conseil Scolaire de I'Tle de Montréal, an intermunicipal
management board or a public agency or body established
pursuant to an Act of the Government of Canada or of the
Government of a Canadian province;

9) adealer or an adviser registered in conformity with Section 148
of the Act;

10) a pension fund with assets of over $100 000 000 and governed by
the Supplemental Pension Plans Act (R.S.Q., c. R-15.1) or the
Pension Benefits Standards Act (R.S.C., 1985, c. P-7);

11) the subsidiary of a person mentioned in paragraph 2, 6 or 7, to
the extent that such person holds all the voting securities;

12) aperson designated in an order of the CVMQ on such conditions
as it may determine.

A trust company licensed under the Act respecting trust companies
and saving companies (R.S.Q., c. S-29.01), an insurance company
holding a license under the Act respecting insurance (R.S.Q. c. A-32) or
a dealer or adviser registered in conformity with Section 148 is also a
sophisticated purchaser when purchasing or subscribing for securities
for the portfolio of a third person managed solely by that company,
dealer or adviser.

There are no differences in the regulations applied based on the type
or location of clients with which the intermediary does business.

In general, there is no difference between national and foreign clients.
However, there is a difference with respect to taxes, which is regulated
by the Internal Revenue Service of Chile.

There are differences. For instance: banks are allowed to give in
blanco credits to their customers but securities firms are not. Formally
there are no differences based on the type or location of customers.
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There are no differences in the application of the regulations based
upon the location of the financial intermediary’s clients.

Regulations ensuring the need of protection to be applied to qualified
investors are less stringent than those applied to private investors.
These regulations differ in matters as conflict of interest, customer
information requirements, the frequency and the size of transactions,
written contract, limits on investment management activity.

Qualified operators can be defined securities investment firms, credit
institutions, stockbrokers, trust companies listed in a special section of
a register kept by CONSOB, foreign persons authorized in their home
country to carry out securities business, investment managers, pension
funds, real estate investment funds, insurance companies, SICAV, any
other legal person having a specific competence and experience in
securities transactions and natural persons proving to be competent
and experienced in securities sector.

Having regard to the localization of the client, CONSOB regulations do
not make a distinction between domestic or foreign clients.

There are no different regulations based on the type or location of the
intermediary’s clients.

There are no differences between national and foreign clients.

In applying the supervisory regulations, no distinction is made
according to the person or domicile of the customer with whom the
financial intermediary transacts its business. It should be noted,
however, that options and futures transactions on the Exchange will be
binding on non-commercial users only if the risks associated with
options and futures transactions on the Exchange have been expressly
pointed out to them in writing pursuant to Section 53 (2) of the
Exchange Act.

There are no differences in the regulations applied to licensed
intermediaries based on the type or location of their clients.
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See I.LA.1. (a) and I.A.1. (b) above.

There is a special section in the rules of Safex referring to trading with
non-resident and emigrant clients.

C. Explain any special factors affecting the treatment of screen-based trading
systems

CETC

To date, CFTC has approved the rules of four U.S. exchanges to trade
their contracts on screen-based systems - CME and CBOT on Globex
(CBOT opted out of the Globex system in May 1994); CBOT on its
"Project A" system; Amex Commodities Corporation on its Electronic
Limit Order System (ELOS) (which has never become operational) and
the New York Mercantile Exchange (NYMEX) on its ACCESS system.

Globex is an electronic trade execution system developed by the CME
and Reuters for the trading of CME contracts outside regular business
hours. Globex brings buy and sell orders together by linking
individual terminals where orders are entered with a central computer.
Each terminal displays current market information such as the
prevailing bid and ask prices and the quantity at those prices. Orders
entered into the system are executed in accordance with strict rules of
priority, based on price and time of entry. A single-price opening
procedure is used at the start of each Globex session. Globex trades
CME products in accordance with the relevant exchange rules and
licenses terminals to members or certain "member affiliates” for such
trading in several jurisdictions. Trading commenced in CME contracts
onJune 25, 1992. The Globex system is operated under an agreement
with Reuters that is scheduled to terminate in 1998.

In October 1992, the CFTC approved the CBOT's "Project A" system for
trading of futures and other commodity interests. In October 1994, the
system's hours of operation which were initially the exchange trading
hours were changed to non-pit trading hours. In august 1996 the
CFTC approved the permanent continuation of overnight trading on
Project A of certain CBOT agricultural contracts and specified
intra-market and inter-market spreads.

On December 17, 1992, the CFTC approved the New York Mercantile
Exchange's (NYMEX) American Computerized Commodity Exchange
System and Services, known as NYMEX ACCESS. NYMEX ACCESS is
an electronic order entry and trade matching system for transactions in
futures contracts and options on futures which will be available in
major financial centers throughout the world. Currently,

NYMEX ACCESS terminals are available to exchange members at
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locations in the U.S., the U.K. and Australia. In particular, in
June 1993, NYMEX received recognition as an OIE from HM Treasury
under the Financial Services Act of 1986.

The CFTC has stated that the mere presence of screen-based trading
terminals in the U.S. should not cause the CFTC to deem any exchange
for which products are listed through the system to be a domestic
exchange. However, the relationship or interface between the
exchanges or between the exchange and U.S. customers may raise
regulatory concerns which the CFTC may wish to consider that are
unrelated to the internal operations of the foreign exchange. As a
result, the CFTC would review the particulars of any proposal to trade
the contracts of a foreign exchange through a screen-based system in
light of the CFTC's obligations under the CEA to maintain the integrity
of U.S. markets and to provide for the protection of U.S. customers.
Systems that allow members of one exchange to trade the contracts of
the other exchange ("cross-exchange trading™) would require
appropriate information sharing arrangements between regulators to
permit the CFTC to fulfill its regulatory responsibilities.

Authorization to Place DTB Trading Screensinthe US: On

February 29, 1996, the Division of Trading & Markets issued a
no-action letter authorizing the DTB to install and utilize

DTB computer terminals in the United States in connection with the
purchase and sale of certain futures and options contracts. The relief
was limited to placement of proprietary trades on behalf of

DTB members, and, in the case of any DTB member who becomes a
registered FCM, on behalf of foreign futures and options customers as
well. In granting the relief, the Division took into consideration
various factors, including the fact that the DTB is subject to oversight
by German regulatory agencies, and the existence of information
sharing agreements between the regulatory agencies of Germany and
the United States. Moreover, the Division's authorization is subject to
numerous conditions, including provisions that permit the CFTC and
NFA to obtain prompt access to the books and records of

DTB members with terminals in the United States, and a requirement
that DTB members taking advantage of the Division's authorization
identify themselves to the CFTC and the NFA.

CME-MATIE Cross Exchange Access: Under the CME-MATIF cross

exchange access program, certain products of the CME and MATIF
trade side-by-side on Globex screens located in France and the U.S;
and members of the CME and MATIF with access to Globex screens
have the ability to trade each other's contracts without becoming
members of the other exchange. Implementation of the cross exchange
access program was made possible by: An exchange of letters in

June 1992 between staff of the CFTC and the French COB and CMT
pursuant to which they agreed to procedures for the effective
surveillance and exchange of information related to CME-MATIF cross
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exchange access; and the approval by the CFTC on September 25, 1992
of CME rules implementing the program and by the CMT on
October 15, 1992 of analogous French rules.

NYMEX-SEE Cross Exchange Access: In September 1995, a linkage
was established between NYMEX and the Sydney Futures Exchange
(SFE) to permit certain SFE members to trade specified

NYMEX products through NYMEX ACCESS.

The CFTC has adopted a statement of regulatory policy for the
oversight of screen-based trading systems for derivative products
recommended by IOSCO. 55 Eed Reg. 48670 (November 21, 1990).

Pursuant to 85a (a) (12) of the CEA and Rule 1.41 (b), a U.S. exchange
implementing a screen-based trading system must submit its rules
regarding the system to the CFTC for its approval. The CFTC has
issued an Interpretation which makes clear that the record retention
requirements in its regulations apply to any records created by or for
an SRO to document the development, implementation, or
maintenance of any automated systems supporting or incident to the
performance of its self-regulatory responsibilities and functions.

55 Fed_Reg. 17932 (April 30, 1990).

Exchanges that have developed screen-based trading systems have
amended or expanded their existing rules, regulations and bylaws to
insure consistency with the CEA and CFTC rules (e-g-, treatment of
non-registered terminal operators should there be any trading
violations).

Automated trading systems that are not operated by a registered
national securities exchange or securities association are not subject to
the regulatory structure applicable to exchanges and clearing agencies
(including registration), unless the system itself falls within the
definition of an exchange or clearing agency under Sections 3 (a) (1) or
(23) of the 34 Act. To date, only one non-SRO operated automated
trading system has met the definition of exchange; the Commission
granted that system an exemption from registration based on
anticipated limited trading volume, subject to other conditions.
Securities Exchange Act Release No. 28899 (February 20, 1991), 56 Eed.

Reg. 8377.

This does not mean that other non-SRO operated automated trading
systems are not regulated pursuant to the 34 Act. Even if such a
system does not fall within the definition of an exchange or clearing
agency, the activities conducted by the system sponsor pursuant to
operating the system generally will require registration with the
Commission as a broker-dealer. In addition, the functions of such
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systems may be subject to other regulations under the federal
securities laws. For example, an automated trading system that issued
options would be required to comply with securities registration
requirements for those options (e-g-, Rule 19b-1 of the 34 Act). Trading
through automated trading systems also is subject to the anti-fraud,
recordkeeping, and reporting provisions of the federal securities laws.

In addition to these and other provisions generally applicable to
registered broker-dealers, the Commission has adopted recordkeeping
and reporting provisions specifically applicable to registered
broker-dealers that operate certain automated trading systems
("broker-dealer trading systems" or "BDTSs"). Rule 17a-23 requires
sponsors of BDTSs to maintain records of: system participants, daily
volume summaries, and time-sequenced records detailing each
transaction occurring through the system. This information may be
maintained as part of the broker-dealer's general recordkeeping, but
must be separately retrievable. The Rule and accompanying

Form 17A-23 also require BDTS sponsors to file three types of

reports: an initial report prior to operation of the system, and
subsequent updates as appropriate; quarterly reports during system
operation; and a final report after the system ceases to operate. 59 Eed.
Reg. 66702 (December 28, 1994).

Finally, sponsors of a number of non-SRO operated automated trading
systems have obtained no-action assurances from the Commission’'s
Division of Market Regulation that it will not recommend enforcement
action if the systems operate without registering as exchanges (and, in
some cases, as a clearing agency or broker-dealer). These staff
no-action letters require supplemental updating and reporting to the
Division by the sponsor as a condition of the no-action position.

A screen-based trading system through which deals in derivatives can
be arranged may be carrying on investment business in the UK. As a
result, it may be a criminal offence under the FSA for such activities to
be conducted in the UK unless the system operators have become
authorised either by virtue of membership of an SRO or by holding an
authorisation granted by SIB.

In certain circumstances, a system operator without a permanent place
of business in the UK can be held to be carrying on exempt investment
business in the UK if the availability of screens is limited to authorised
or exempted persons.

However, it is necessary to consider the facts of each case in order to
determine whether or not operators of screen-based systems require
authorisation under the FSA.



Authorisation may take a variety of forms and include authorisation as
a broker-dealer from an SRO or SIB, recognition as an RIE from SIB,
recognition as an ROIE from HMT, where the head office of the
exchange is based overseas, or authorisation as a service company
from SIB.

To date, the MONEP (the French option Market) operates a screen
based trading system for all traded options except for the options
based on the CAC 40 index which are still traded in the open outcry.

MATIF contracts may be traded on GLOBEX, an electronic trade
execution system developed by MATIF SA, the CME and Reuters for
the trading of MATIF (and CME) contracts outside regular business
houses.

Under the MATIF-CME cross exchange access program, certain
products of MATIF and the CME trade side by side on

GLOBEX screens located in France and the US, and members of
MATIF and the CME with access to GLOBEX screens have the ability
to trade each other’s contracts without becoming members of the other
exchange.

GLOBEX trading screens granted to MATIF members must be located
in their usual business premises. However, these screens may be
delocalised in the offices of MATIF members in foreign countries with
the prior consent of MATIF SA, provided that the foreign jurisdiction
has entered into an information sharing agreement with the COB. All
EEA countries are considered to be fulfilling this requirements.

CME members which intend to trade through GLOBEX screen
terminals allocated by the CME and located in France are required to
provide the COB with the name and address of the firms in France
where those terminals will be installed, prior to their operation.

Before a trading screen of a foreign market may be installed in France,
this market has to be recognized by the Ministry of Finance, see also
answer p. 54.

When a screen-based system is operated by a licensed stock exchange,
it is regulated by general rules applied to stock exchange transactions,
and there are no specific rules applied only to screen-based trading.



The SFE has a screen-based computerised trading system called
SYCOM ("Sydney Computerised Overnight Market), which was
introduced November 30, 1989. SYCOM operates on standard
personal computers located in the offices of SFE Floor Members. These
are connected via dedicated phone lines to a central computer at the
SFE known as the host. Chapter 2 of the Trading Etiquette sets out
specific matters on the trading of futures contracts on SYCOM. There
are no specific factors affecting the treatment of this market in
Australia.

On December 31, 1992 SFE acquired the New Zealand Futures and
Options Exchange ("NZFOE") as a wholly owned subsidiary. As part
of this acquisition, members of SFE are entitled to trade NZFOE
contracts o screens located in Australia. The Federal Attorney General
signed a declaration exempting the NZFOE as a futures market
pursuant to Section 1127 of the Corporations Law on July 20, 1993.
The exemption was made subject to certain conditions.

SFE and NYMEX entered into an agreement on January 23, 1995 to
allow SFE Members trading rights on NYMEX ACCESS, by providing
screen facilities in Australia. On August 30, 1995 the Federal Attorney
General signed a Declaration exempting NYMEX ACCESS from
regulation under the Corporations Law subject to certain conditions.
These conditions largely deal with information flows between the two
exchanges and disciplinary procedures for breaches of

NYMEX ACCESS trading rules.

In evaluating these proposals, the ASC applied the ten
IOSCO principles for approving cross border screen trading systems.

When a screen-based system is operated by a recognized stock
exchange, it is regulated by the general rules applied to stock exchange
transactions (there are no specific rules applied only to screen-based
trading). Although no final conclusion has been reached by the OSC,
the OSC has registered a foreign-based company operating a
screen-based trading system as an international dealer restricted to
trading in foreign non-interlisted equities.

There are no special factors affecting the treatment of screen-based
trading systems when it is operated by the Montreal Exchange. It is
regulated by the general rules of the exchange. However, the

CVMQ officials launched ( in January 1996 ) a working group to study



the adoption of electronic-trading systems in Quebec. The working
group will study what rules and policies should govern such systems.

Although there are no specific provisions regarding screen-based
trading systems under the existing financial market related legislation,
there are certain statutory provisions which limit the ability of
systems’ providers to operate screen-based trading systems where
such operation would constitute either a “stock market” or a “commodity
market” in which “trading in commaodity futures contracts” occurs.
(Italicized language represents defined terms contained in the relevant
legislation.) Under the current legislative structure, there are various
exemptions pursuant to which a system provider may operate a
screen-based trading system, and as such, several of these systems are
currently present in Hong Kong.

Both the SEHK and the HKFE currently operate markets (stock options
and one-day rolling currency futures contracts respectively) utilizing
screen-based trading systems.

The SFC is currently proposing wide-ranging legislative amendments
which will among other things, consolidate all existing non-bank
related financial market legislation into one comprehensive ordinance,
and will provide the SFC with greater flexibility than currently exists,
to effectively respond to the presence of screen-based trading systems
in Hong Kong.

The same regulations applicable to all transactions carried out in the
exchanges also apply to the electronic system of trading. However, it
still has not been decided how to treat electronic transactions carried
out within foreign exchanges.

According to the government bill (1992/92:113) the technical systems
of both exchanges and clearing houses shall be thoroughly tested
before bringing into regular processing. This technical safety test is up
to SFSA. That is why SFSA requires a description of organization and
safety measures concerning e.g.:

- the configuration;

- the safety administration and organization;

- the safety of development and maintenance of applications systems;
- the access protection;

- the processing safety; and



- the disruption and catastrophe routines.

There are no special factors affecting the treatment of screen-based
trading systems. It should be noted that New Zealand Futures and
Options Exchange, the only current authorised futures exchange in
New Zealand, is an entirely screen-based exchange.

Consob may authorize a market to operate. To this purpose it may
check technical capability of its functioning.

Even though the Italian derivative markets are, as a matter of fact,
electronic markets, the new legislation, set by the Legislative
decree 415/96, does not provide any specific legal provision governing
screen based trading systems.

There are no specific legal provisions governing screen-based trading
systems (in fact, the three Spanish futures and options exchanges
operate this kind of system). Thus, general regulations would apply to
them.

That means that, depending on the activities planned to carry out by
the said system, authorization as an exchange, clearing organization,
broker-dealer or another type of registered intermediary could be
compulsory for it to carry on investment business in Spain.

There is no special regulation affecting this subject.

All trading in derivatives by means of a screen-based trading system
takes place on the DTB, whose Rules and Regulations provide for
screen-based trading only. To date, there are no special legal
provisions governing screen-based trading systems. Hence the
treatment of screen-based trading systems (including automated
screen-based trading) is governed by the same legal provisions as floor
trading (see also item 1.A.1 (b)).

Prior to approving KLOFFE, which operates a screen-based trading
system, the Commission has subjected the exchange to a system audit
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to ensure sufficient capacity and continuity. In relation to this, an
independent external auditor was appointed to conduct the review, and
the scope of the review includes the following areas:

a) high availability issues to ensure no single point of failures - this
includes server availability, data redundancy, network access,
back-up procedures;

b) security of server, data, network access and audit trails;
c) issues relating to Disaster Recovery plan;
d) system performance and capacity, and basis for the sizing;

e) capability for system expansion in the future, in terms of system,
data access and network expandability; and

f) the service level agreement between the system / back-office
system provider and KLOFFE.

The audit also includes manual procedures and controls. With regard
to the functional requirements, the audit was confined to an extensive
audit on the matching rule to ensure that it’s criteria, logic and
processing are fair, efficient and conform to the algorithm which
KLOFFE has outlined in its business rules.

As a condition to its approval, KLOFFE is required to complete an
audit on its systems and business operation on an annual basis. The
audit could only undertaken by an external and independent auditor
whose appointment must be approved by the Commission.

There are special rules pertaining to screen-based trading.



Common Regulatory Concerns

A.

Financial Safety

1.

Capital-Based Qualification, Authorization or Good Standing
Requirements (e.g., Specified Minimum Amounts, Qualifying
Assets) for:

(a) Exchanges

The CEA and the regulations thereunder impose no regulatory or
self-regulatory capital-based requirements on commodity exchanges.

A national securities exchange registered with the Commission is not
subject to any specified minimum capital-based requirements. It must,
however, demonstrate that it has the financial means to comply with
Section 6 of the 34 Act, giving consideration to the nature of the
products traded, volume, and number and character of members.
Section 6 of the 34 Act provides specific guidelines for the registration
of exchanges.

The FSA does not impose specific financial requirements in respect of
RIEs or ROIEs.

An RIE is reviewed for purposes of ensuring that it has financial
resources which are deemed "sufficient for the proper performance of
its functions" (FSA, Schedule 4, paragraph 1).

Where an exchange has an integrated clearing house, the assessment
includes a determination as to the adequacy of the financial resources
in light of the business (i.e., volume, value and volatility) which that
exchange 7 clearing house currently undertakes or in the future
proposes to clear and guarantee. There are no specified requirements
regarding the nature or form of the financial resources. Currently,
these are in the form of capital and reserves, insurance, shareholder
guarantees and bank bonds.

SIB is the relevant recognising body for RIEs. HMT is the relevant
recognising body for ROIEs.
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Under the law of July 2"d, 1996, a clearing house must be authorised
and licensed as a credit institution. As such, the clearing house is
required to comply with all regulations issued by the banking
regulation committee (e.g. capital requirement).

The operating rules of the clearing house (e.g. clearing members
capital requirement, margining methodology, position limits ...) must
be approved by the CMF.

No capital based qualification is imposed.

There are at present no set capital based qualifications.

There are no specific capital requirements for exchanges. However, an
exchange must have satisfactory clearing arrangements and be in
satisfactory financial condition to provide reasonable assurance that all
obligations arising out of contracts entered into on the exchange will
be met.

There is no specific capital-based qualification imposed for an
exchange, but the CVMQ shall recognized an exchange only if it
considers that its financial resources are adequate to its objects.

The authorised share capital of HKFE must be not less than
HKD 25 million divided into shares and its issued capital be not less
than HKD 3 million.

There are no capital-based qualifications or requirements for the
SEHK.

A minimum capital equivalent to UF 30 000 is required to constitute a
stock exchange.

* (UF is an inflation indexed unit, by January 1996 1 UF was
equivalent to $30 dollars)
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An exchange being a company shall possess an equity capital which is
sufficient regarding to the kind and scope of its business. At the
assessment of the size of this capital there shall as well be included
other financial resources disposable to the exchange. The capital
situation of an exchange being a cooperative shall be considered in a
similar way. This requirement shall be used also concerning a market
place.

There are no statutory provisions about capital based qualification for
exchanges. The matter is for determination by the Securities
Commission in the context of authorisation of the Exchange.

Not applicable; see 1.A.1 (a) above.

Exchanges must have financial resources which are deemed sufficient
to ensure their corporate purpose's achievement and the performance
of the obligations arising from each and all of the contracts that are
traded. In any case, their own funds must at no time be lower than

1 500 million Pesetas for Financial Futures & Options markets, and

1 000 million Pesetas for Citrus Fruit Futures & Options markets. In
addition, their liabilities shall at no time exceed the book value of their

equity.

There are no specific capital requirements for commodity or futures
and options exchanges. They must present a relevant amount in
relation with the business they will develop in order to be authorized
by the CNV.

There are no legal provisions governing capital, authorisation or good
standing requirements for the exchanges (or the bodies responsible for
their operation).

There are no statutory provision in the FIA in respect of capital-based
gualifications. However, the exchange is required to maintain to the
satisfaction of the Minister an adequate and properly equipped place of
business and facilities.
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Exchanges are SROs and are required to enforce a Capital Adequacy
requirement approved by the registrar and based on the European
Union CAD. There are special CAR rules that must be enforced by the
SROs.

See I.LA.1. (a) to I.A.2. (a) above.

(b) Clearing Organizations

The CEA and regulations thereunder impose no regulatory or
self-regulatory capital-based requirements on clearing organizations.

A clearing agency registered with the Commission is not subject to any
specific minimum capital-based requirements. It must, however,
demonstrate that it has the financial means to comply with Section 17A
of the 34 Act regarding the organization and structure of a registered
clearing agency.

In respect of clearing organizations, no specific financial requirements
are imposed. The FSA provides that a recognition order may be made
in respect of a clearing house where it appears inter alia, that the
clearing house has "financial resources sufficient for the proper
performance of its functions” (FSA, s. 39 (4) (a)). A determination is
made with respect to the necessary quantum of financial resources in
light of the volume, value and volatility of the derivatives which are
cleared by the recognised clearing house (RCH). The assets or other
items which make up the financial resources of an RCH may take the
form of capital and reserves, insurance and shareholder guarantees.

SIB is the relevant recognising body for RCHs. For those clearing
houses which are overseas and not subject to direct and primary
oversight in the UK, HMT determines whether to confer recognition
(i.e., ROCH status) but does not undertake surveillance.

The French Futures Market Law of March 28, 1885 as amended
provides that the clearing house, which records each transaction and
guarantees the full performance thereof, has to be a licensed credit
firm. Therefore the clearing house is required to comply with all
regulations issued by the banking regulations committee, e.g., capital
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requirements and good standing requirements. There is no specific
absolute capital requirement for clearing houses but the new general
regulation established by the CMT provides that all funds received by
clearing houses have to be employed in liquid and non-risky assets.

On the MONEP, a clearing member who is also market member only
clears its own transactions, he must have a minimum capital of

FF 25 millions. When a clearing member clears the trades of more
than one market member, he must maintain a minimum capital of
FF 37.5 millions + FF 12.5 millions for each market member cleared.

When a clearing member clears both its trade as a market member and
the trades of other market member, he must maintain a minimum
capital of FF 50 millions + FF 12.5 millions for each market member
cleared.

Clearing organizations must maintain a permanent minimum capital
of 15 000 UF, equivalent to $450 000 dollars (Article 155, Law
N° 18.045).

There are no set capital based qualifications for clearing organisations,
however the clearing house must demonstrate it can guarantee
performance of contracts on the futures market (Corporations

Law 1131 (3)). The SFECH has authorised capital of AUD 100 000 000.

No special financial requirements are imposed on clearing
corporations. However, the rules of clearing corporations must be
approved by the OSC.

There is no specific capital-based qualification imposed for a clearing
organization, but the CVMQ shall recognized a clearing organization
only if it considers that its financial resources are adequate to its
objects.

There are no specific regulatory requirements in relation to financial
safety. As a practical matter, HKCC and SEOCH develop their own
financial safety mechanisms subject to the oversight of the SFC. They
employ a full range of financial safety mechanisms, including member
capital requirements, financial reporting and surveillance programs,
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capital-based position limits, TIMS (Theoretical Intermarket Margin
System) margining methodologies, daily mark-to-market payments,
intra-day margin calls, and large open position reporting
requirements. They also maintain back-up financial arrangements in
the form of reserve funds that are available if margin and other
measures are insufficient in the event of member default.

A minimum capital equivalent to UF 15 000 is required to constitute a
clearing house.

* (UF is an inflation indexed unit, by January 1996 1 UF was
equivalent to $30 dollars)

A clearing organization shall have such a capital, guarantee, insurance
or other financial arrangement that customers will get a satisfactory
protection against possible losses caused by clearing. This means that
the capital requirement ought to be measured out of the risks of the
clearing activities, e.g., contract responsibilities and payment claims.

See [1.A.1 (a) above.

The national clearing house (CCG) is supervised by CONSOB and
Bank of Italy which approve the general regulations governing its
functioning. These rules do not impose any specific minimum
capital-based requirements. The CCG must however possess an
adequate equity capital, considered the scope of its business.

Under the provision of Legislative decree 415/96, Consob has fixed the
market management company's minimum capital at the level of
10 billion Liras (25 billion Liras in case the company also exercises the
clearing and settlement activity).

See [1.A.1 (a) above.

There are no capital requirements for Clearing Organizations. In case
it is not an independent clearing house, the exchange's rules include
the rules of the clearing organization system, and these rules are
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approved at the same time the exchange is authorized. In general,
they must perform an adequate recordkeeping and must assure
customer protection against possible defaults.

There are no legal provisions governing capital, authorisation or good
standing requirements for clearing organizations.

There are no specific capital requirements in respect of the clearing
house. However, the clearing house is required to have adequate
capital and suitable systems, procedures and arrangements in place to
manage the risks, liabilities and obligations with respect to futures
contracts cleared by it.

Clearing organizations are required to have an appropriate guarantee
and fidelity fund.

See LA.1. (a) and ILA.1. (b) above.

(c) Clearing Members

The CFTC has no requirements for clearing members as such in
addition to the requirements otherwise applicable to FCMS. Clearing
houses, however, require their members to maintain a minimum level
of capital in order to ensure that clearing members will be able to meet
their obligations to the clearing house and to their customers. Clearing
houses also require their members to make substantial deposits to a
clearing house guaranty fund to cover any default made by that
member, and if necessary, to cover the default of another member.

Pursuant to OCC rules approved by the SEC, OCC clearing members
must generally maintain initial net capital equal to at least $1 000 000
for a period of up to one year and thereafter must maintain minimum
net capital equal to at least $750 000. OCC clearing members who
carry options positions for other firms generally maintain higher levels
of net capital.
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A "clearing firm" means a firm which accepts primary responsibility
(including legal liability) for the settlement of transactions for
counterparties. This liability is not affected by whether or not the
clearing firm effected the transaction.

In the UK, clearing firms are identified as "broadscope” firms in

SFA's financial rules. These firms must maintain, at all times, liquid
capital equal to or in excess of a specified minimum: the sum of the
firm's base requirement plus any investment position risk requirement
including foreign currency (PRR) and counterparty risk requirement
(CRR).

Chapter 3 of SFA's rules sets out both the financial resources
requirements and how the firm is to compute its available financial
resources to meet those requirements.

The starting point for computing the firm's available financial
resources in the firm's "Tangible Net Worth" (SFA's FRs, 3-62). From
this the firm is required to make deductions in respect of certain
illiquid assets, either in full or in part (SFA's Frs, 3-75). These include:
fixed assets; physical stock not associated with the firm's investment
business; investments in connected companies; prepayments and cash
deposits which cannot be withdrawn within 90 days.

The firm may then add to this eligible capital substitutes - such as
subordinated loans and approved undertakings - (SFA's Frs, 3-63).
Further adjustments may be required in respect of deficiencies in
subsidiaries, taxation liabilities (current and future), assets not used in
the course of investment business and financial guarantees given by
the firm (SFA's Frs, 3-76 to 3-78).

A firm must have available financial resources which at least match its
financial resources requirements. Its financial resources requirement
comprises: a base requirement; position risk requirement and
counterparty risk requirement.

Amendments

A "broadscope" firm's base requirement is the highest of:

- an "absolute minimum” £ 100 000;

- an "expenditure based requirement” - 1 quarter (13 weeks) of the

previous year's audited annual expenses after the deduction of
certain avoidable (generally profit related) items; or
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- a "volume of business requirement" - 3.5% of customers' initial
margin.

The base requirement is primarily aimed at ensuring that firms have
sufficient liquid capital to enable them to sustain a period of reduced
(or possibly nil) revenue. It also has a secondary benefit of helping, in
theory, with an orderly wind-down of the firm's business. More
important however, is the idea that the requirement represents a
method of computing an amount of base capital which reflects the size
of the firm's business.

The position risk requirement (PRR) (SFA's FRs, 3-80 to 3-165) is
designed to ensure that the firm has sufficient capital to support its
proprietary positions, that is to provide for the economic risk of
potentially adverse price or interest rate movements. For most
investment products, e.g. equities bonds etc., the PRR is derived by
applying a stated position risk factor to the value of the positions held
by the firm. In respect of futures and options, the PRR is generally
based on the initial margin requirements of such futures and options
positions.

"Broadscope” firms may chose one of two approaches in calculating
PRR. They may opt for what is referred to as the "Simple Approach”
which is more straightforward to use but will generally produce a
higher requirement that the "more closely risk-based approaches”
which take account of hedging and diversification.

The counterparty risk requirement (CRR)(SFA's FRs, 3-170 to 3-182) is
designed to cover the risk that some customers or counterparties may
not perform or fulfill their contractual obligations or may not complete
their side of a transaction. The rules cover a wide-range of firms
carrying on very different activities.

In addition, some firms will have assets and liabilities (both on and off
balance sheet) which are denominated in foreign currencies, i.e. not in
the firm's reporting currency. Such firms will be exposed to the risk
that the relevant exchange rates will move against them. Firms are
therefore required to compute their net open position in each currency
and to compute a requirement based on a percentage of the sum of the
net open long positions (SFA's FRs, 3-150 to 3-154).

The non-clearing members of the French MATIF are required to
maintain a minimum net capital of FF 7.5 millions. On the
commodities futures markets, brokers are required to maintain
minimum net capital of FF 7.5 millions. Commodities brokers which
do not satisfy that minimum capital requirement may supplement
their capital by providing a bank guaranty in an amount at least equal
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to their deficiency and covering exclusively obligations incurred in
connection with commodities futures tranding activities. For floor
brokers a deposit of FF 100 000 is required.

On the MONEP, market-makers have to maintain a minimum capital
of FF 7.5 millions.

There are currently 26 Clearing Members of SFECH. Floor or
Associate Members of SFE may apply for membership of the Clearing
House. The Board will consider the good standing, good character,
high business integrity and financial probity of applicants. The
Clearing Member Net Tangible Assets was raised from AUD 2 000 000
to AUD 5 000 000 on September 30, 1995.

When a Member is applying to be a Clearing Member, they must also
satisfy certain Financial Requirements which comprise a First and
Second Level Commitment as detailed in By-Law 5.6.

There is a minimum First Level Commitment of AUD 1 000 000 (fixed
commitment). An additional "variable" commitment is required of
each Clearing Member to bring the total aggregated amount to

AUD 60 000 000. This amount is calculated by reference to the
Clearing Members share of open positions or aggregate initial margins
(schedules prescribe the method of calculation).

The Second Level Commitment comprises a total aggregate amount
committed by Clearing Member's to AUD 30 000 000 or such lesser
amount determined by the Board calculated by reference to Clearing
Member's share of open positions or aggregate initial margins.

The OSC has no requirements for clearing members as such. However,
CDCC requires its members to maintain a minimum level of capital in
order to ensure that clearing members will be able to meet their
obligations to CDCC and to their customers. CDCC also requires its
members to make deposits to "clearing funds” (a separate fund is
maintained for options and futures) to cover any default made by that
member and, if necessary, to cover the default of another member.

The minimum capital requirements for a clearing member is
determined by the clearing house (The Canadian Derivatives Clearing
Corporation). The clearing member must have adequate resources to

- 109 -



ensure the viability of his business. The clearing house shall impose
restrictions on a clearing member if it determines that the financial
conditions of a clearing member make it necessary, for the protection
of the clearing house, other clearing members or the general public.
Every clearing member must also maintain a deposit in a Clearing
Fund. The Clearing Fund shall be used solely to make good losses
suffered by the Clearing House as a result of the failure of any clearing
member to perform its obligation or as a result of any liquidation of a
clearing member's position with the clearing house.

The HKCC has two types of clearing memberships: General Clearing
Members (“GCM”) and Clearing Members (“CM”). A GCM is
permitted to clear transactions for its own account and the accounts of
non-clearing HKFE members. A CM generally is permitted to clear
trades only for its own account. HKCC imposes minimum capital
requirements of HKD 25 million for GCMs and HKD 2 million to
HKD 5 million for CMs. HKCC also bases membership on the
knowledge and financial integrity of the individuals or principals
behind the proposed clearing firm.

HKFE members are also required to maintain a debt-to-equity ratio of
2:1 or less and Adjusted Net Admissible Assets of no less than the
greater of:

- 50 percent of the minimum level of the capital applicable to
that member; and

- 4 percent of the amounts required to be segregated for clients'
accounts.

Finally, HKCC imposes position limits on members in relation to their
capital.

In regards to SEHK listed stock options contracts, an SEOCH member
must have liquid capital the greater of 5% of its total liabilities or
HKD 20 million if a GCM, HKD 5 million if a Direct Clearing Member
or HKD 3 million if a Self Clearing Member.

Only broker-dealers can trade as clearing members. In order to be
registered as a broker-dealer, one must comply with minimum capital
requirements, which vary depending on the broker-dealer's
obligations. Thus, if the broker-dealer wants to trade on its own
account, it must comply with a minimum capital of UF 14 000. If the
broker-dealer want to trade only for third parties, the minimum capital
requested is UF 6 000.
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The clearing house has set additional capital requirements to trade
either in futures or options. In each case, the capital requested is
UF 2 000.

* (UF is an inflation indexed unit, by January 1996 1 UF was
equivalent to $30 dollars)

A clearing organization must as members have only firms with a
complete capital capacity and otherwise considered as suitable to take
part of the clearing by the house. Should a clearing member no longer
fulfill these requirements the clearing organization has to decide to
cancel the membership. If a membership has expired because of such a
decision, the member may - from special reasons - still act relative to
the clearing organization in order to protect customers against losses.

Clearing members have to give to the clearing house those information
necessary for its fulfillment of its tasks according to the exchange and
clearing act as well as other statutory provisions.

There are no statutory requirements. However, the Commission
approves the regulations of an exchange or a clearing house and
ensures, by executive action, that rules requiring clearing and other
members to maintain minimum levels of capital will apply.

The CCG regulations provide two types of clearing memberships: the
General Clearing Members and the Direct Clearing Members; the first
is allowed to clear transactions for its own account and for account of
non-clearing members, the latter is permitted to clear trades only for
its own account. General clearing members are requested to have a
minimum net capital requirements of 100 billion Liras, while it is
imposed a 10 billions net capital to a direct clearing member.

CNMYV has no financial requirements for clearing members as such.
However, only brokers, broker-dealers, banks, savings banks and
other classes of regulated financial intermediaries are allowed to
become members of the exchanges, being required to comply with
specific financial requirements to be registered as such. Minimum
capital for registration varies from 150 million pta. for brokers (only
trading on their own account) to 3 000 million pta. for banks. There
also other requirements based on annual expenses and volume of
business, as well as on the risks assumed.
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In addition, the exchanges require their clearing members to set up a
permanent guarantee for participating in the futures and options
markets. The required amount is in proportion to the level of
overnight risk that the firm assumes or is willing to assume, with a
minimum of 20 million pta. for MEFF Renta Fija or 10 million pta. for
MEFF Renta Variable and FCM.

All intermediaries (brokers) are considered clearing members, once
they own a share of the exchange where they operate.

Capital, authorisation and good standing requirements for Clearing
Members and the DTB's clearing facility, are established by the
"Clearing Conditions for Trading at the Deutsche Terminborse".
Specifically, the following regulations apply:

- Only credit institutions within the meaning of Section 1 (1) of the
Banking Act can be Clearing Members (see also item B.1 above).
Pursuant to Section 53 (1) of the Banking Act these also include
branches of foreign enterprises.

- General Clearing Members - GCMs - (which also represent
Non-Clearing Members - NCMs -) must provide evidence that
they have a liable capital within the meaning of Section 10 of the
Banking Act of at least DM 250 million, and Direct Clearing
Members - DCMs - of at least DM 25 million.

Unlike the DTB Clearing Conditions, the "Regulativ der
Lombardkasse AG fur den Optionshandel” (Regulation issued by
the Lombardkasse AG for Options Trading) does not contain any
capital or similar requirements for recognition as a Participant in
options trading.

In relation to MDCH, pursuant to its business rules, the clearing
members must have minimum net tangible assets of MYR 3 million,
minimum adjusted net capital of the higher of MYR 0.5 million or 10%
of total margin obligations. The clearing members are also required to
lodge a security deposit of MYR 1 million with MDCH.

In relation to MFCC, its clearing members must maintain a paid-up
share capital of not less than MYR 1 million and maintain net tangible
assets of not less than MYR 2 million. The clearing members are also
required to maintain a security deposit of MYR 500 000 lodged with
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MFCC. Clearing members who are brokers must also observe the
adjusted net capital requirement of the higher of MYR 0.5 million or 5%
of their clients segregated funds.

Clearing members are required to comply with the Capital Adequacy
requirement approved by the registrar and based on the European
Union CAD. This is enforced by an SRO and the regulator.

(d) Other Financial Intermediaries

CFTC Rule 1.17 prescribes the minimum levels of "adjusted net capital”
which FCMs and IBs must maintain. Adjusted net capital equals "net
capital” (current assets minus liabilities) minus various charges or
adjustments such as undermargined accounts of customers, charges for
exchange options granted by the FCM's customers, and uncovered
futures positions and exchange options granted in the house account of
the FCM. In addition, certain deductions known as "haircuts” must be
made from the value of securities and various other obligations carried
as assets of the FCM or IB.

Pursuant to Rule 1.17, the required minimum levels of adjusted net
capital are as follows:

- For FCMs which are not also securities B/Ds (even if they are also
introducing securities B/Ds), the greater of:

--  $250 000;

-- 4% of customer funds required to be segregated (see
[1.A.5 (a) below) plus the foreign futures and options
secured amount (if transacting business on non-U.S.
exchanges for U.S. customers (see I1.A.5 (a) below)) less the
market value of exchange-traded commodity options
purchased by the FCM's customers up to the amount of
funds in the customers' options accounts; or

- - The amount of adjusted net capital required by a registered
futures association of which it is a member.

- For FCMs which are also B/Ds, the amount of net capital required

by SEC Rule 15¢3-1 (a), 17 C.F.R. 240.15c3-1 (a), unless this is less
than the amounts specified above, then the highest amount.
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- For IBs which are not operating pursuant to a guarantee agreement
with an FCM, the greater of:

-~ $30 000 (IBs which are also introducing securities B/Ds
would be included in this category);

- - The amount of adjusted net capital required by a registered
futures association of which it is a member; or

-- IfalsoaB/D, the amount of net capital required by SEC
Rule 15¢3-1 (a), 17 C.F.R. 240.15¢3-1 (a).

- For an IB for which an FCM has assumed complete financial
responsibility for the IB's commodity-related activities under a
guarantee agreement which complies with Rule 1.10 (j):

-- Ifnotalso aB/D or an introducing securities B/D, no
capital requirement;

-- Ifalso a B/D or an introducing securities B/D, the amount
of net capital required by SEC Rule 15¢3-1 (a), 17 C.F.R.
240.15¢3-1 (a).

- Both the CFTC and the NFA require an early warning amount of
$375 000 for FCMs. All FCMs who handle customer accounts must
be members of NFA. See CFTC Rule 170.15 and NFA By-law 1101.
The CFTC amended its rules to increase the minimum dollar
amount of adjusted net capital for FCMs and IBs and the early
warning level for FCMs to match NFA requirements 61 EFed_

Reg. 19177 (May 1%, 1996).

- FCMs and IBs which are members of a DSRO are not subject to the
CFTC prescribed levels, if they meet the minimum financial
standards and related reporting requirements set by their DSRO.
(The DSRO's rules must have been previously approved by the
CFTC and may not be less stringent than CFTC requirements.)
Rule 1.17 (a) (2) (i).

In May 1996, the CFTC amended its financial rules to exempt FCMs
and independent IBs from the five percent haircut required under
Rule 1.17 (c) (5) (xiii) for unsecured receivables from a foreign broker.
The rule will not apply where the receivables represent deposits
required to maintain futures or option positions, the foreign broker has
been granted comparability relief under CFTC Rule 30.10 and the asset
is held in accordance with the grant of Rule 30.10 relief at the foreign
broker, with another foreign broker that has been granted Rule 30.10
relief or at a depository in the same jurisdiction as either such foreign
broker in accordance with CFTC Rule 30.7. 61 Eed-Reg. 19177, 19184
(May 1%, 1996).
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Rule 1.52 requires each SRO to adopt, and submit for CFTC approval,
rules prescribing minimum financial and related reporting
requirements for all its FCM members. The NFA is also obligated to
adopt such rules for its IB members, while exchanges are so obligated
only if they elect to have a category of membership for IBs. The
financial and related requirements adopted by the SROs must be equal
to, or more stringent than, the CFTC's minimum levels. An FCM
which is not in compliance with Rule 1.17, or unable to demonstrate
compliance, is required to transfer all customer accounts to another
firm and immediately cease doing business as an FCM until it can
demonstrate compliance, except that it may trade for liquidation only
unless otherwise directed by the CFTC or its DSRO. A 10-day grace
period for the transfer requirement may be provided under certain
conditions. Rule 1.17 (a) (4).

An IB which is not in compliance with Rule 1.17, or unable to
demonstrate compliance, is required to immediately cease doing
business as an IB until it can demonstrate compliance and must
immediately notify each of its customers and FCMs carrying its
customers' accounts that it has ceased business. A 10-day grace period
may be provided under certain conditions.

CFTC Rule 1.12 establishes an "early warning system" under which
firms are required to notify the CFTC of certain adverse changes in the
firm's financial condition so that remedial action may be taken to
protect customers and the marketplace from potential injury.

The CFTC is authorized to obtain information from FCMs regarding
the activities of their non-CFTC registered affiliates that are reasonably
likely to have a material impact on the FCMs' financial or operational
condition.

The SEC requires registered broker-dealers to have and maintain
specified amounts of net capital. Net capital is a defined term. Itis, in
essence, the net worth of a broker-dealer reduced by prescribed
percentages of the market value of securities owned by the broker-
dealer and by other assets not readily convertible into cash.

A broker-dealer conducting a general securities business must
maintain net capital in excess of the greater of a stated minimum
amount or an amount as computed under one of two tests. One is a
liability based test, and the other is an asset based test. If a
broker-dealer elects the basic aggregate indebtedness method of
computing net capital, it may not allow its "aggregate indebtedness” to
exceed 1 500% of its net capital. A broker-dealer electing to use the
alternative method of computing its net capital requirement currently
must maintain net capital in excess of two percent of its customer
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related receivables computed in accordance with Exhibit A to

Rule 15¢3-3. The net capital rule also prescribes special capital
requirements as to firms that carry accounts of market markers in
options listed on a national securities exchange. The minimum net
capital requirements for broker-dealers that clear and carry customer
accounts is at least $250 000 of net capital.

Those firms which are not clearing firms (i.e., firms which do not carry
or clear customer accounts, and which have entered into arrangements
with a clearing firm for that purpose, for example, introducing
brokers), are subject to capital-based requirements which are
calculated in a similar way to those for clearing members (see

item I1.A.1 (c) above).

For higher risk firms which do not carry and clear customer business
of other firms the calculation is the same as for clearing members,
except the "absolute minimum" is £ 10 000.

However, such firms are not subject to a volume of business
requirement and the expenditure requirement may be six weeks rather
than thirteen.

Under the law of July 2"d, 1996 a clearing house must be registered as a
credit institution or be managed and operated by a credit institution.
An exchange may choose to be registered as a credit institutions in
order to be able to also act as a clearing house. For instance,

MATIF SA which has the legal status of a credit institution is both a
regulated market and the clearing house of such regulated market.

In Japan capital requirements are imposed on securities companies by
the Securities and Exchange Laws and the Ministerial Ordinance, and
all securities companies able to take positions on their own accounts
must meet the risk-based capital adequacy requirement.

1.  Minimum Capital Requirement
Minimum levels of capitalization are required for securities companies

according to the types of licenses they are granted and kinds of
services they provide.
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Examples:

The minimum level of capital for a securities company licensed to
underwrite securities:

Managing underwriter Yen 3 billion
Other underwriters Yen 500 million

Member companies of Tokyo
or Osaka Stock Exchange Yen 300 million

2. Risk-Based Capital Requirement

The objective of risk management is to ensure that, through
management of its liquid assets, a firm maintains sufficient net worth
to meet the obligations which would accompany any losses, without
having to suspend any operations or sell off any fixed assets.

The basic capital requirement is as follows:
(Net worth minus non-current assets / fixed assets) >

(market risk requirement + counterparty risk requirement + basic risk
requirement).

The Minister of Finance may order a firm which fails to meet the
capital-based qualification to change the method of its business
operations, suspend its business or take such other measures as the
Minister deems necessary for supervision.

The Securities and Exchange Law requires firms to report monthly on
their capital situation.

Firms which do not trade for their own accounts will not be required
to satisfy the risk based capital adequacy requirements.

Floor Members have $A 1 000 000 capital based qualification (SFE

Art. 3.6 (3)). For Full Associate Members it is $A 250 000 (SFE

Art. 4.6 (4)), and for an Introducing Brokers Associate, $A 50 000. Ifa
Local Member wants to trade on a recognized futures market overseas
for clients, his obligation is $A 250 000 (SFE Art. 4A.7A (4)).

To be registered by the OSC, all dealers must meet certain capital,
proficiency and organizational requirements. The capital
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requirements are set out in the Joint Regulatory Financial
Questionnaire and Report (the "JRFQR") which is a document
prepared by various Canadian self-regulating organizations ("SROs")
and approved / non-disapproved by the OSC.

The JRFQR is a capital adequacy formula that aims at providing
financial support for the risks that a firm is exposed to. The JRFQR
establishes a liquidity test that determines whether or not a firm has
sufficient capital to meet its current liabilities. Under the JRFQR, a
firm's Risk Adjusted Capital must be positive. If it is not, a capital
deficiency has occurred. The Risk Adjusted Capital calculation begins
by adding Standby Subordinated Loans to Total Financial Statement
Capital to arrive at Capital Employed. Non Allowable Assets are then
deducted from Capital Employed to arrive at Net Allowable Assets.
Risk Adjusted Capital is then determined by deducting Minimum
Capital and Margin Requirements from Net Allowable Assets and
adding Applicable Tax Recoveries.

Clearing members are required to meet, at all times, the minimum
capital requirements adopted from time to time by CDCC and
provided for in the rules, by-laws and directions of the participating
exchanges to which such clearing member belongs. When the capital
requirements of CDCC and the participating exchange are
inconsistent, the clearing member must adhere to the more stringent
requirements.

CDCC's rules also provide that no exchange-traded option or futures
transaction shall be cleared by CDCC for any clearing member, at any
time, when such clearing member does not meet the prescribed capital
requirements.

A broker / dealer with an unrestricted practice ( full service ) or a
discount broker must possess a risk adjusted capital calculated
according to the method prescribed by the Montreal Exchange
(minimum capital of $250 000). An introducing broker must possess a
minimum capital of $75 000.

Under the SFC's Financial Resources Rules, securities dealers are
subject to a liquid capital requirement which is a minimum of

HK $3 000 000 (approx. US $387 000) for corporations and HK $500 000
(approx. US $64 500) for sole proprietors. After a certain level of
activity has been reached the liquid capital requirement will vary with
the level of business undertaken and is set at 5% of liabilities.
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Under the SFC's Financial Resource Rules, commodity dealers are
subject to liquid capital requirements ranging from HK $250 000
(approx. US $32 000) to HK $12 500 000 (approx. US $1.6 million)
depending on the type of activities in which they engage (e.g.
non-clearing vs. clearing, handling of customer accounts, etc.).

The Chilean Securities Law, also defines OTC agents as securities
intermediaries. However, these agents are limited to off-exchange
transactions, and thus cannot become clearing member, nor trade on
this market.

Activities in the securities business require the authorization by and
the registration with The Financial Supervisory Authority of Sweden.

By this authorization the following business activities are licensed:

- trade in financial instruments on behalf of another person but in
one's own name,

- brokering of contracts between buyers and sellers of financial
instruments or otherwise assistance in transactions concerning such
instruments,

- trade in financial instruments for one's own account,

- management of financial instruments belonging to another person,

- certifying or other form of assistance at stock issues or offers for
buying or selling of financial instruments for free trade,

- license regarding "brokering of contracts between buyers and
sellers of financial instruments or otherwise assistance in
transactions concerning such instruments”, is not required for such
activities that are carried out by the support of an authorization as a
stock exchange or a market place in accordance with the stock
exchange and clearing act.

Nor is there any license required for:

1. abank from a country within the EEA - area which has notified
FSA that it intends to carry out cross-border activities in Sweden;

2. acreditinstitution, under similar conditions.
The Financial Supervisory Authority has in the beginning of July 1991

edited its advising rules concerning how to apply for license to do
securities business in accordance with the law (1991:981).
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New Zealand Futures & Options Exchange requires each Exchange
Broker to ensure that at all times its financial resources exceed its
Financial Resources Requirements, the latter comprising its Base
Requirement plus its Volume of Client Business Requirement and its
Investment Position Risk Requirement as applicable.

The minimum net capital requested to market makers on IDEM is

10 billions liras for SIMs (securities firms) and 20 billion liras for banks,
while 20 billion Liras net capital for both SIMs and Banks on MIF and
MTO markets.

Minimum capital requirements for non-clearing members are the same
as those for clearing members. However, the exchanges do not require
to non-clearing members any permanent guarantee.

All brokers, as well as members of overseas exchanges joining a local
exchange, are subject to the same treatment regarding financial
requirements when they become members.

The following may be other financial intermediaries:

- Credit institutions which are Non-Clearing Members of the
DTB or which have been recognized as Participants by the
Lombardkasse:

Under the Banking Act, any credit institution within the
meaning of Section 1 (1) of the Banking Act must have,
pursuant to Section 10, adequate liable capital which as a
rule is assessed on the basis of Principles | and la. Any
credit institution conducting deposit and lending business
must have at its disposal the equivalent of at least

ECU 5 million of paid-up capital, amounts paid up on
members' shares or reserves less "preferential shares”. This
does not apply to branches of foreign enterprises holding a
"European passport".

- Other Exchange Participants which are Non-Clearing Members

of the DTB or which have been recognized as Participants by the
Lombardkasse:
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Pursuant to Section 7 (4) 3 of the Exchange Act, Exchange
Participants which are not credit institutions have to provide
collateral to an amount not exceeding DM 500 000 (no pure
intermediary business can be transacted on the DTB or in options
trading on the Frankfurt Stock Exchange; the maximum collateral
to be provided by brokers purely acting as intermediaries is

DM 100 000). Collateral has to be provided in the form of a credit
institution's guarantee or a suretyship insurance policy.
Corresponding provisions have been incorporated in the relevant
Exchange Rules and Regulations.

- For financial intermediaries which are neither credit institutions
nor participate in trading on the Exchange, there are no such
requirements at present. This will change, however, with the
implementation of the EC Capital Adequacy Directive.

Other financial intermediaries that are not members of the clearing
house will have to maintain capital requirements as imposed by their
respective exchanges. In relation to MME, a broker member must be a
clearing member. A non-broker member who is not a clearing member
must have a paid up capital of MYR 2 million, net tangible assets of
MYR 3 million and the same adjusted net capital as for broker members.
Individual members (locals) require a risk capital of at least
MYR 30 000.

In relation to KLOFFE, a non-clearing trading member is required to
have a minimum paid up capital of MYR 5 million, and must conform
to such other requirements as specified under the FIA. Local members
must meet the capital requirements as set by the exchange.

In relation to KLCE, a non-clearing broker member is required to
maintain a minimum paid up capital of MYR 500 000 and net tangible
assets of not less than MYR 500 000. In addition, they are also required
to maintain an adjusted net capital of MYR 250 000 or 5% of the clients
segregated funds whichever is higher.

Other financial intermediaries are required to comply with the Capital
Adequacy requirement approved by the registrar and based on the
European Union CAD. This is enforced by an SRO and the regulator.
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Clearing Facilities

(a) Organizational Requirements

Each commodity futures exchange in the United States is affiliated
with a clearing house and requires that futures contracts made on the
exchange be submitted to that clearing house for clearance. See e g.,
CBT Rule 700.00. At the CME, Minneapolis Grain Exchange (MGE)
and NYMEX, the clearing houses are departments within the
exchange. At the other exchanges, the clearing houses are separate
corporations. Compare CME Rule 800 and NYMEX By-law Sec. 600
with CBT Rule 911.00. On certain exchanges, however, trade matching
is performed at the exchange rather than at the clearinghouse.

Under the SEC regulatory scheme, brokers, dealers and market makers
clear and settle through OCC transactions in standardized options
effected on national securities exchanges. OCC is jointly owned by the
New York Stock Exchange, Inc. ("NYSE"), American Stock Exchange,
Inc. ("AMEX"), Chicago Board Options Exchange, Inc. ("CBOE"),
NASD, Pacific Stock Exchange, Inc. ("PSE") and the Philadelphia Stock
Exchange, Inc. ("PHLX"). OCC is registered with the Commission as a
clearing agency under Section 17A of the 34 Act. Section 17A sets forth
certain requirements for a clearing agency, including requirements that
the clearing agency rules assure the fair representation of its
participants and shareholders in the selection of its directors and
administration of its affairs and provide a fair procedure with respect
to the disciplining of participants, the denial of participation to any
person seeking participation and the prohibition or limitation by the
clearing agency of any person with respect to access of services offered
by the clearing agency. OCC has rules and procedures in place to
assure fair representation and due process.

The FSA provides that any body corporate or unincorporated
association may apply to HMT for an order declaring it to be a
recognised clearing house for the purposes of the FSA (FSA, s. 39). The
authority to recognise domestic clearing houses has been delegated to
SIB.

A recognised clearing house (RCH), once it has acquired that status, is
an exempted person in respect of any activities undertaken by it in its

capacity as a person providing clearing services for the transaction of

investment business (FSA, s. 38).
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HMT has reserved the power to recognise overseas clearing houses
(ROCHIs), that is, those which have their head offices overseas (FSA,
s. 40).

Paragraph 2 (4) of Schedule 4, in relation to the requirements imposed
on recognised investment exchanges, stipulates that "[an] exchange
must either have its own arrangements for ensuring performance of
transactions effected on the exchange or ensure their performance by
means of services provided under clearing arrangements made by it
with a recognised clearing house”. In practice, the arrangements of
existing RIEs vary: the majority, however, have chosen to have
clearing services provided by a separate corporate entity (e.g., London
Clearing House Limited, "LCH") rather than to integrate clearing
arrangements within the exchange itself (an example of the latter is
OMLX, The London Securities and Derivatives Exchange Ltd).

Trade matching is, in respect of most exchanges, performed at the
relevant exchange.

Under article 47 of the law of July 2"9, 1996, clearing houses are in
charge of the monitoring of positions, of margin calls and if need be of
the liquidation of positions. The operational rules of a clearing house
have to be approved by the CMF. See also I1.A.2 (c) below.

No independent clearing houses exist in Japan. Stock exchanges,
however, have clearing capabilities.

Under s. 1128 of the CL a Clearing House must be a body corporate.

The Sydney Futures Exchange (SFE) uses SFECH for the clearing and
guaranteeing of its contracts. The relationship between SFECH and
the SFE is that SFECH is a wholly-owned subsidiary of the SFE.

There are no prescribed organizational requirements for clearing
corporations. However, the rules of clearing corporations must be
approved by the OSC.

To carry on business in Quebec a clearing house must be recognized by
the CVMQ as a self-regulatory organization. When the
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Commission has established that the constituting documents, by-laws
and operating rules of an organization are in conformity with the
Securities Act it shall recognize the organization if it considers that its
financial resources and administrative structure are adequate to its
objects. After an organization has been recognized every draft
amendment to its constituting documents, by-laws or operating rules
must be submitted to the Commission for approval. Derivatives
traded at the Montreal exchange are cleared through Canadian
Derivatives Clearing Corporation.

Although HKCC and SEOCH are wholly-owned subsidiaries of the
exchanges, their organizational structures require them to have
separate boards of directors and independent executive staff.

Article 155, Law N° 18,045, defines that clearing houses must comply
with the following organizational requirements:

)] They must be created as Special Corporations.

ii)  They must have an exclusive end.

iii)  They need a minimum capital of UF 15 000.

iv)  They must have a board with at least 5 members.

v)  They can only be created by stock exchanges and the respective
broker-dealers.

vi) They must have a tribunal, of at least 3 members, who will be in
charge of solving discipline problems.

vii) At least 30% of each year's profits will be used to conform a
contingency fund, which will be used to cover any unpaid
liability originated from the transactions.

* (UF is an inflation indexed unit, by January 1996 1 UF was
equivalent to $30 dollars)

A Swedish company or a Swedish cooperative must be authorized as a
clearinghouse only if:

- the articles of association or the statutes do not deviate from this act
or any other regulation,
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- the planned activities may be assumed to fulfill the requirements of
fairness, and
- the company will fulfill the remaining conditions of this act.

A foreign firm must be authorized as a clearing house with a Swedish
branch independently managed only if:

- this firm in its home country does this sort of business and is
supervised by an authority or another competent commission, and

- the business planned in Sweden may be assumed to fulfill
requirements of fairness and - in an applicable extension - the
provisions of the new act.

A clearing house must, besides the clearing, within the house only
carry on close connected business. If there are special reasons, SFSA
may allow a clearing organization to do other business, too.
Acquisition of shares or holdings in companies will require a license by
SFSA, if the acquisition will be integrated as a part of the organization
of the clearing.

New Zealand has no statutory organizational requirements for
clearing facilities. The terms of any agreement between an exchange
and clearing house are material to continued authorisation.

See |.A.1 (a) above.

No independent clearing houses exist in Spain. Spanish Exchanges
perform the functions of margining, clearing and settlement of
transactions as well as trading organization.

There are no specific organizational requirements set for clearing
corporations. As previously stated, clearing organization rules must
be approved by the CNV within the statutes of the particular
exchange.
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DTB

Under the DTB Rules and Regulations, all contracts traded on the DTB
have to be cleared through Deutsche Borse AG (legal body of the DTB),
which acts as a clearing house. Clearing is governed by the "Clearing
Conditions for Trading at the Deutsche Terminborse”.

: ' | f K Excl

The Lombardkasse AG, which as part of options trading on the
Frankfurt Stock Exchange is responsible for guaranteeing the contracts,
is legally independent of the Frankfurt Stock Exchange. The
guarantees provided by the Lombardkasse are subject to the
"Regulativ der Lombardkasse AG fur den Optionshandel™” (Regulation
issued by the Lombardkasse AG for Options Trading).

Under the FIA, an exchange company is required to make an
arrangement for a clearing house to provide clearing house facilities for
its futures market. As such, the KLCE has made an arrangement with
MFCC to provide clearing facilities for the registration and guaranteeing
of all contracts traded on the exchange. Both MME and KLOFFE have
made arrangements with MDCH to provide such facilities. MFCC and
MDCH are in the process of a merger, and once effected, all contracts of
the futures markets in the three exchanges will be cleared by a single
clearing house.

The relevant exchange rules specify clearing facilities.

(b) Operational Requirements

Under CFTC rules clearing houses accept contracts for clearance only
for the accounts of their members. Each clearing member that handles
customer business has at least two accounts at the clearing house - a
customer account and a proprietary account.

During each trading day the clearing house compares the reports of
trades submitted to it and matches them against each other. If any
reported trade does not match, the clearing house will not accept the
trade for clearance. See e g., BTCC By-law 506; CME Rule 809; Comex
Clearing Rule 32 (b) (c) (i).
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At the end of each trading day, the clearing house prepares reports to
its members listing the trades submitted by or for them which have
matched and cleared, and those which have not matched and therefore
have been rejected. See e.g., BTCC By-laws 506, 507;

CME Rules 809 (E), (1); Comex Clearing Rule 32 (d). Each clearing
member must attempt to resolve its outtrades and resubmit them for
clearance. See e g., CME Rules 809 (E), ().

With respect to the securities industry in the United States, as a
registered clearing agency, OCC is subject to certain requirements
under Section 17A of the 34 Act, including safeguarding funds and
securities and facilitating the prompt and accurate clearance and
settlement of securities transactions. Under Section 19 (b) of the

34 Act, OCC is required to file with the Commission for approval any
proposed rule or procedural change, including the addition or deletion
of services provided by OCC. In addition, the Division of Market
Regulation ("Division™) has published guidelines to assist clearing
agencies such as OCC to comply with Section 17A of the 34 Act. Those
guidelines require OCC to conduct both internal and external audits of
its operaions and its automatic data processing systems and facilities.

Section 39 of the FSA provides for the granting of recognition to a
domestic clearing house if it appears, from the information provided
by the applicant, that the clearing house satisfies the requirements set
out in that section. See item I.A.1 ().

The relevant recognising body for RCHs is SIB which undertakes the
monitoring of the ongoing fulfillment of relevant FSA requirements.

All trades must be matched on the day of the trade. The obligation to
ensure that trades are matched falls to the members of the exchange
who, ultimately, will be compelled to rationalise trades undertaken by
them on or under the rules of the exchange. The relevant clearing
house will only accept matched trades. The matching of trades occurs
on an intra-day basis and matched and unmatched trades are reported
back to clearing members on a continuous basis without delay during
the day.

See [1.A.2 (c) below.
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In Japan, since the stock exchanges have clearing capabilities, specific
operational requirements are set in the stock exchange rules.

Only Clearing Members may submit contracts for clearing. Each
Clearing Member has two accounts at the SFECH: a client account and
a house account. During the day the trades are processed through the
STACS system (SFE Trading Allocation and Confirmation System).
Members accept responsibility for trades which will then be registered
in their name. Novation of contracts occurs in STACS where the
Clearing House inserts itself as the counterparty between the original
buyer and seller, taking legal responsibility for the performance of
futures and options contracts.

The SFECH operates various systems and procedures to adequately
monitor its exposure to risk of a loss by a defaulting Clearing Member
which is in excess of the initial margin lodged by that Clearing
Member. Market risk management techniques include
market-to-market, daily settlements, initial margins, delta-based
option margining and short option add-on. The Board of the SFECH is
separate from the SFE Board and is responsible for the day-to-day
business of clearing.

See [1.A.2 (a) above.

The Canadian Derivatives Clearing Corporation (CDCC) (formerly
designated Trans Canada Options Inc.) is jointly owned by The
Montreal Exchange, The Toronto Stock Exchange et the Vancouver
Stock Exchange, which are Canada'’s largest stock exchanges. In its
role as guarantor of options and futures contracts CDCC maintains the
integrity and financial stability of the market. It fulfills the risk
management role on behalf of the market through systems which
include:

Minimum net capital requirements and margin requirements for
members.

The clearing fund, to cover extraordinary losses not covered by margin
deposits.

On-going financial and market surveillance to monitor positions,
exposures and margin deposits on a continuous basis.
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See I1.A.2 (a) above.

Article 156, Law 18,045 defines that clearing houses must comply with
the following operational requirements:

i)

Vi)

The clearing house must register and issue all futures and
options' contracts; and must become a counterpart to each
contract.

The clearing house is in charge of administrating margins, cash
and securities which are deposited by the members to carry out
operations. They must be registered in individual accounts.

On a daily basis, the clearing house must update broker-dealers'
open positions and correct new margins requirements. They
must also calculate price variations, and discount or pay the
losses or profits in the clients' individual accounts.

The clearing house must inform the broker-dealers about the
margins requirements and respective accounts.

The clearing house must order the broker-dealers to close the
clients' open positions, when these have not comply with the
margins or losses originated from the transactions.

Clear open positions, on the deadline of the contract.

A clearing organization shall have appropriate rules for how to clear.
The conditions of the clearing shall correspond to the exchange and
clearing act and other statutory provisions as well as to fair trade in the
securities market.

It is up to SFSA to scrutinize the rules of sanctions of a company
applying for authorization and license as a clearing house.

There are no statutory operational requirements. However, clearing
house regulations require the approval of the Securities Commission.
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Transactions executed on the trading system are automatically notified
to the CCG that becomes the counterparty of general clearing members
and direct clearing members. Transactions may only be effected
between the CCG and clearing members: every transaction involving
a non-clearing member is effected between the latter and the general
clearing member, and a corresponding transaction is effected between
general clearing member and CCG.

Clearing members are requested to pay initial margin, variation
margin and intra-day margin; at least the same amount is due by
customers to their executing brokers.

Market Rules and Regulations establish that the exchange will register
on the appropriate account all the transactions carried out on the
market provided that they are agreed directly between members and
that there exist no discrepancies in the terms of the operation. Then,
the exchange, acting as a clearing house, becomes the counterpart to all
the contracts which are so registered. That means that all the rights
and duties of the members and customers involved in transactions
refer to the exchange which, in turn, requires from those members and
customers margins to cover their contractual obligations.

Each day the exchange clears and settles the transactions carried out on
that day, marking-to-market futures positions. It supplies members
with the details and the results of their settlements and, where
applicable, those of their customers. The exchange also provides
members with detailed information relating to the state of their
accounts, featuring the number of contracts bought or sold of each
class, and the total amount of the corresponding margins.

The operational requirements are set forth in the statutes of the
exchange.

DTB

In accordance with the DTB Rules and Regulations the Deutsche

Borse AG becomes counterparty to each contract traded through its
system. Its Conditions for Trading, moreover, specify that transactions
at the Exchange may only be effected between the Deutsche Bérse AG
and a Clearing Member. If a Clearing Participant, whose order or
guote is matched on the DTB with another order or quote, is a
Non-Clearing Member, a transaction is invariably effected between
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such Non-Clearing Member and the General Clearing Member, and a
corresponding transaction is simultaneously effected between the
General Clearing Member and the Deutsche Borse AG. Exchange
Participants are immediately notified of the matching of their orders or
guotes. This notification includes all material details of the transaction.
The contents of transaction confirmations are deemed to be approved
if no objections are made immediately upon receipt.

Under the DTB Clearing Conditions, Clearing Members are not only
required, on every trading day, to maintain collateral to cover all of
their contractual obligations, but also to provide a clearing guarantee
in the form of a guarantee payable on first demand and issued by a
domestic credit institution. General Clearing Members must provide
clearing guarantees of DM 10 million and Direct Clearing Members
must provide clearing guarantees of DM 2 million.

: ' | o  Excl

In the case of options trading on the Frankfurt Stock Exchange, by
contrast, contracts are concluded between Participants direct and
confirmed by a contract note. The regulations of the Lombardkasse
provide that options contracts concluded must be notified to the
Lombardkasse immediately. Moreover, in addition to the collateral
required for call and put options, each options trading Participant
must maintain a cash balance of DM 25 000 with the Lombardkasse as
a general security.

Under the FIA, the function of the clearing house would include
guaranteeing or being a counterparty to the trade. This is reflected in
the clearing process where the novation process allows for the clearing
house to assume the role of a central risk taker in the market. Both
MFCC and MDCH have their own risk management system to
determine margin level and to monitor risk in the commodities and
financial markets respectively.

Upon the trade being cleared, by novation, the clearing house shall
replace the buyer and become the counterparty to the seller and it
shall replace the seller and become the counterparty to the buyer and
the guarantee contemplated by Rule 4.2.9 shall come into effect with
respect to any positions resulting from such trades.

The clearing house may refuse to accept for clearing a trade at a price

that is, in the discretion of the executive officer, substantially different
from the current market price.
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Opening and Closing-Out a Position

When there was no position in an exchange contract prior to a trade in
the exchange contract being cleared, a position in the exchange
contract shall be opened and registered in the name of the member of
his client when the trade is cleared.

The exchange contracts comprising a trade which has been cleared,
shall be added to or off-set against an existing position registered in
the name of the party concerned and the position shall be increased,
decreased, closed out or a position in the opposite direction shall be
opened, as the case may be.

On the expiry of a futures contract or an option contract of which the
strike price is not better by a certain amount determined by the risk
management committee than the expiry price of the underlying
instrument of the option contract:

- the person in whose name a long position in the exchange
contract is registered by the clearing house shall be deemed to
have sold the number of the exchange contracts equal to the
number comprising the position, to the clearing house; and

- the person in whose name a short position in the exchange
contract is registered by the clearing house shall be deemed to
have bought a number of the exchange contracts equal to the
number comprising the position, from the clearing house.

The price of the futures contract which shall apply to the purchase
contemplated in Rule 8.4.3.1. and the sale contemplated in Rule 8.4.3.2.
shall be the expiry price determined in the manner prescribed in the
contract specification of the futures contract in question and the price
of an option contract which shall apply to such purchase or sale shall
be zero.

Rule 8.4.2. shall apply ipso facto to the exchange contracts comprising
the purchases and sales referred to in Rule 8.4.3.

Where the strike price of an option contract is, on expiry, better by a
certain amount determined by the risk management committee, than
the expiry price of the futures contract underlying the option contract,
the person in whose name a position in the exchange contract is
registered shall be deemed to have exercised the option contract in
terms of Rule 8.10.3.

On the expiry as contemplated in Rule 8.4.3 of a physically settled
futures contract the holder of a long position in the exchange contract
shall buy the underlying instrument and the holder of a short position
shall sell the underlying instrument at the price equal to that referred
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to in Rule 8.4.4 and the purchase, sale, delivery and receipt of the
underlying instrument shall take place pursuant to the contract
specification applicable to such futures contract: provided that a
physically settled agricultural futures contract shall be regulated by
Rule 20.1.3.

(c) Scope, Nature and Timing of Clearing Guarantees

In the U.S., with regard to commodities transactions, the clearing
house of an exchange guarantees the payment of variation margin to
clearing members with net gains on positions in their accounts at the
clearing house even if it is unable to collect the variation margin owed
to it by clearing members with net losses on their positions. A clearing
house, however, does not guarantee the obligations of clearing
members to their customers, nor does it guarantee any obligations of
brokers or traders who are not clearing members. At all U.S. futures
clearing houses the clearing guarantee attaches when the trade
matches and is accepted for clearance.

Most clearing houses do not guarantee delivery or acceptance of
delivery on futures contracts that have reached the delivery stage,
although some clearing houses do guarantee to their members
payment of damages for default on deliveries. See eg., CME

Rules 714, 715, 803; Comex Clearing By-law 8.1; NYMEX Rules 9.08.

The rules of most clearing houses provide that upon default of a
clearing member, the clearing house must close out or transfer to other
members all of the positions carried by the defaulting member. See_
eg., BTCC By-law 804, positions are immediately liquidated if they
cannot be transferred.

If a member defaults and his margin deposits and available liquid
assets are insufficient to cover the amounts owing to the clearing
house, the deficit is covered first by available assets of the clearing
member at the exchange and clearing house and then by the guaranty
fund deposits of non-defaulting members. If there is still a deficiency,
most clearing houses are then required by their rules to assess their
members to cover the balance. See e g., CME Rule 802 (B); Comex
Clearing By-law 9.4.

OCC becomes a guarantor of a transaction at the time it issues its daily
position report to members. OCC receives trade data from options
markets and settles premium payments between selling and
purchasing clearing members on the business day after trade date in
immediately available funds. OCC is the buyer to every seller and
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seller to every buyer, guaranteeing payment and delivery of all options
transactions.

The guarantee that OCC gives on each trade only extends to

OCC clearing members and not to clearing member customers or
non-member brokers or market makers. Normally, on the morning
after trade date OCC receives payment in immediately available funds
from members with net debit balances and then pays clearing
members with net credit balances in immediately available funds.
Under its rules, OCC is required to pay its members whether or not it
has received sufficient funds from members that owe funds. If OCC
does not receive sufficient funds (i.e., because a member is late in
making payment), it will use margin previously collected from the
non-paying member to complete payment. If this is not enough to
complete payment, then OCC may draw upon the clearing fund to
complete payment. The clearing fund consists of cash and United
States Government securities deposited by members to provide OCC
with a source of funds upon which it may draw in the event of a
member default or insolvency.

RIEs are required, pursuant to Schedule 4 of the FSA, to have either
their own arrangements or to have secured those of an RCH for
ensuring the performance of transactions effected on the exchange.

There are no specific requirements regarding the scope, nature and
timing of clearing guarantees in the FSA. The arrangements are the
subject of review prior to the conferral of the status of RCH; currently,
the arrangements are in the form of capital and reserves, insurance and
shareholder guarantees.

The clearing house guarantees the payment of net gains on clearing
members' positions even if it is unable to collect all net losses owed to
it by other clearing members on their positions.

A clearing house does not guarantee obligations of clearing members
to their customers nor does it guarantee any obligations of other
non-clearing exchange members.

Where a clearing member of an exchange defaults, the clearing house
has powers to immediately close out or transfer that member's
positions. See item I1.A.6.

The clearing house may use any margin held to cover the amounts
owing to it by a defaulting member. Margin may be in any form
which is acceptable to the exchange 7 clearing house as "approved
collateral” pursuant to the applicable rules.
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In France, the MATIF clearing members maintain with MATIF SA a
permanent clearing guarantee. The amount of this guarantee is
independent from the margin requirements. It is paid in the form of a
cash deposit and cannot produce any interest revenue. In the case of
bankruptcy of the MATIF member the permanent guarantee has to be
paid back but it can be sized in proportion of the member debts
towards MATIF SA. The amount of the permanent clearing guarantee
is FF 500 000. It is increased by FF 250 000 with respect to each GCM
and FF 100 000 with respect to each local which the clearing member
has designated.

In Japan clearing is guaranteed by the default compensation reserve
which is supported by the members' unlimited responsibility to
replenish the reserve. In the case of the Tokyo Stock Exchange, the
default compensation reserve is 9 billion Yen.

The reserve is a fund reserved in the stock exchanges. Itis allowed to
draw on this reserve only when it is necessary to cover losses not
secured by margins, etc.

Subiject to its regulations, SFECH guarantees all contracts traded on the
floor of the SFE and registered by the Clearing House. The guarantee
will only operate after performance by the member of all terms and
conditions of the Clearing House particularly the payment of initial
margin and variation margins.

The SFECH does not guarantee the obligations of brokers or traders
who are not Clearing Members. Those Floor Members who are not
Clearing Members must clear transactions through Clearing Members.

All Local Members must register all trades with a Clearing Member
which must guarantee its trade.

The Clearing House will close out the positions of a defaulting
Member in accordance with its regulations generally through the
market. The Exchange in conjunction with the Clearing House will if
possible seek to have the defaulting client's positions transferred to
another Member.

The Clearing House will use any original deposits and margins or

security lodged with it in respect of futures trading by the defaulting
member to meet obligations by the defaulting member. There is no
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access to the funds of other members and any deficit must be met from
the funds of the Clearing House, either by way of capital or insurance.

At CDCC, the clearing guarantee becomes operative on settlement of
trades at 8:00 a.m. on the day after the trade (CDCC assumes the
obligation 1 hour after settlement). While CDCC'’s risk management
processes are designed to ensure that a clearing member fulfills its
obligations, CDCC’s rules provide a specific framework in which it
would act should a member become insolvent and / or fail to fulfill its
obligations. CDCC'’s rules provide it with a number of specific
alternatives for dealing with such circumstances including, but not
limited to, the following: transferring positions and collateral to
another clearing member; hedging or liquidating positions in an
expeditious and orderly manner; and applying the clearing member’s
margin and clearing fund deposits. Should resources deposited by the
defaulting clearing member prove insufficient, CDCC is able to rely
upon the clearing fund deposits of other members to ensure the
fulfillment of any outstanding obligations.

The Canadian Derivatives Clearing Corporation (CDCC)) clears and
guarantees all derivatives contracts traded on the Montreal Exchange.
Risk management and financial surveillance are the two primary
functions of CDCC. The system is designed to provide the highest
level of safety and the early detection of unsound financial practices.
CDCC protects its clearing members and their customers against the
consequences of a default by a participant in the clearing structure.
There are some minimum net capital requirements, margin
requirement and each clearing member must maintain a deposit with a
clearing fund.

At HKFE, the HSI, Hang Seng Sub-indices, stock futures, and HIBOR
futures contracts are traded via open outcry. In the open outcry
system the seller completes a trading slip that includes the selling and
buying clearing members, the number of contracts, the month and the
price. The trading slip is then signed by the selling and buying
brokers. A copy of the trading slip is provided to the HKFE and the
HKCC. HKCC personnel on the HKFE floor then key the trade
information into the clearing computer system.

After all trades are entered into the clearance system, the HKCC then
provides each clearing member with a Daily Trade Summary (“DTS”).
Each clearing member is then required to review the DTS and the
trades he has made that day for accuracy and allocation to the
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appropriate accounts. Members must verify their trades after which
the HKCC issues a registration statement to each member. Contracts
are formally registered at the time the registration statement is issued
and HKCC becomes counterparty to each trade at that time.

For currency futures contracts, the HKFE’s Automated Trading System
(“ATS”) automatically matches buying and selling orders based on the
application of a strict price / time priority matching mechanism. Upon
execution, a contract will be registered immediately in the clearing

system and HKCC will become counterparty to each trade at that time.

At SEHK, orders for stock options contracts traded through

SEHK’s TOPS system are automatically matched based on a strict
price / time priority mechanism. As soon as a trade has been matched
in TOPS, it is registered with the clearing house, SEOCH. SEOCH acts
as the counterparty to all trades and guarantees stock option contract
performance in terms of money settlement and stock delivery.

By Law, the clearing house must assign 30% of its annual profits to
conform a contingency fund. Likewise, the clearing house demands
from each broker-dealer an initial deposit of UF 2 000, in order to trade
either in options or futures markets. The clearing house has rights to
use this deposit, margins and other money provided by broker-dealer,
when he / she or the client, has not comply with their obligations.

Furthermore, in order to be registered by the SVS, broker-dealers must
contract an insurance of UF 4 000, which will cover all unpaid
liabilities resulting from intermediation operations.

* (UF is an inflation indexed unit, by January 1996 1 UF was
equivalent to $30 dollars)

A clearing organization shall check that a sufficient margin is
deposited for each futures contract as a guarantee of fulfillment of the
contract and that such margin will be maintained as long as this
binding agreement. The margin is to be considered as sufficient if
there may be assumed that no more capital will be necessary when
fulfilling the agreement. A clearing organization may decide to reduce
the margin requirement as far as, obviously, there is no need for
margin. Such a decision must not be applied until approved by SFSA.
The government or, after the authorization by the government, SFSA
may provide more in detail for the margin requirement. Ifa
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clearing organization takes part of the trade, the organization shall
check that its risk position will be balanced. In case of unbalance,
immediately the organization will have to take steps in order to restore
the equilibrium.

The Sydney Futures Exchange Clearing House Limited clears and
guarantees all contracts traded on the NZFOE and held in the name of
its clearing members, in accordance with the Clearing House
Regulations and associated agreements.

The CCG guarantees the clearing members' settlement of all the
contracts entered into the markets. In case of a clearing member
default, the CCG may use the collateral deposited by the defaulted
member and when insufficient, may close out the members' position
on the market.

In addition to the permanent clearing guarantee that clearing members
are required to maintain with the clearing house, at the moment that a
transaction is registered, the intervening member and customer, when
applicable, are obliged to supply clearing house with the daily margin,
calculated in accordance with its Rules and Regulations. The clearing
house can also require a special margin, when exceptional market
circumstances occur or on the basis of positions considered of high
risk.

Clearing members are responsible for the posting and maintenance
with the appropriate adjustments of the margins deriving from
transactions carried out on the market both for their own account and
on behalf of their customers, as well as for those deriving from
transactions carried out by non-clearing members with which such an
arrangement has been agreed. It is worth noting that members may
not offset the positions of various clients or non-clearing members for
which they are responsible. Thus, the exchange guarantees obligations
of both clearing and non-clearing members, as well as those of their
customers.

Margins have to be supplied before the beginning of the session on the
business day following the date on which the obligation arose. Failure
of a market member to fulfill its obligation of margins constitution and
updating leads to the closing out on the market of all its open
positions. For that purpose, all the contracts forming part of the
inadequately-covered position are bought or sold in the market and
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existing deposits are applied to cover the losses resulting from those
transactions, if any.

Exchanges are entitled to immediately close out or transfer a member's
positions in case of default. In addition, exchanges may use any
margin deposits or asset held to cover the amounts owing to them by
the defaulting member.

Subiject to their regulation, commodity exchanges guarantee all
contracts traded on the trading floor and registered by its clearing
organization. All futures and option contracts are traded via open
outcry. Buyers and Sellers arrange the price, month and number of
contracts, and write down a slop containing this information. This slip
is signed and given to the employees of the exchange in charge of
entering trade information into the clearing computer system. The
Clearing organization is the counterparty to each trade. Each party
must perform the payment of the initial margin and variation margins.
If margins are not met within the time and under the stipulations
established by the exchange, the clearing house is authorized to close
or to transfer to another broker the position carried by the defaulting
member.

DTB

The Deutsche Borse AG is a counterparty of the Clearing Members for
all deliveries and payments in settlement of all contracts traded on the
DTB. If a Clearing Member defaults on its payment or delivery
obligations, the Deutsche Borse AG may use the collateral provided to
it for the compensation of any damage, in accordance with the
following order of priority:

1.  The collateral to be maintained on every trading day by all
Clearing Members which belong to the Clearing Institution that
is in default to cover all contractual obligations.

2. The clearing guarantee provided by such Clearing Institution.

3. Reserves set aside by the Deutsche Borse AG for its annual
surplus to contribute to the performance of the commitments of
any Clearing Institution that may default on its obligations.

4.  The clearing guarantees of the other Clearing Institutions.

The Deutsche Borse AG does not, however, guarantee the performance
of the payment or delivery obligations of the Clearing Member in
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default vis-a-vis the latter's customers or vis-a-vis non-clearing
Members.

: i I f K Excl

Upon receipt of the notification of an options transaction concluded in
the course of options trading on the Frankfurt Stock Exchange, the
Lombardkasse guarantees performance to the option taker up to an
amount not exceeding DM 40 million including incidental costs. If the
maximum amount available is insufficient, the beneficiaries of the
guarantee are entitled only to pro rata satisfaction.

The clearing house eliminates credit risk between clearing members by
becoming a counter-party to each contract which is bought or sold by a
clearing member and giving an undertaking to perform its obligations
under such a contract. Upon the creation of contracts executed on the
exchanges (‘market contracts’), clearing members present those contracts
to the clearing house for registration. Immediately upon the registration
of each market contract, two new contracts (‘open contracts’) are created
in place of and on identical terms with each market contract The clearing
house becomes the buyer to the clearing member acting as the seller
under one open contract and the seller to the clearing member acting as
the buyer under the other open contract.

The clearing members guarantee the trade settlements of the
participants they clear for.

(d) Relationship of Clearing to Payments System

With respect to commodities transactions in the U.S., clearing houses
route margin deposits of clearing members through banks which they
choose as settlement banks. These banks make payments to members
under the terms and conditions set forth in the clearing house's
settlement instructions. All variation payments to clearing houses
must be made in same day funds such as Fed wire transfers.

OCC and its clearing members settle outstanding funds settlement
obligations on a daily basis through the use of clearing banks.
Clearing members are required to maintain an account at one of
several clearing banks at which OCC maintains an account. Each day
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OCC combines all premium, margin and settlement obligations to
arrive at a net money settlement amount for each account of each
clearing member. The next morning OCC collects or pays out the net
money settlement amount from or to each clearing member through
the appropriate clearing bank. OCC nets cash settlement obligations of
each clearing member by account type (i-e., proprietary, market maker,
customer).

Pursuant to exchange and clearing house rules, the positions of each
clearing member are reviewed on a daily or intra-day basis to
determine the amount of margin (initial and variation) which is to be
called from the firm in relation to both its proprietary accounts and its
customer accounts.

The clearing house will determine the level of required margin and
will either demand payment from the clearing member or proceed
with a direct debit pursuant to a pre-existing agreement between the
parties and relevant banks.

There are no regulatory restrictions regarding the form of variation
margin paid by clearing members to the clearing house.

Exchange 7 clearing house rules will permit the payment of variation
margin in the form of cash or approved collateral. The latter will
depend on relevant exchange / clearing house rules and it may
include forms of security, guarantee or indemnity.

In France, the clearing house routes margins and deposits of clearing
members through clearing members. Each day, margin and deposit
payments have to be realized through Banque de France wire
transfers.

On the Japanese exchanges payment is executed through stock
exchange accounts, although it is not strictly a system of payment
against delivery.

In Japan, almost all futures and options are matched by computers.
Unmatched trades caused by operating mistakes are corrected through
procedures set by stock exchanges.

Stock exchange accounts are bank accounts of stock exchanges. All

payments between stock exchange members must be done through the
accounts.
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A "mark-to-market" payment system is utilised by the SFE. Under this
system, the value of each open position is recalculated daily in line
with the closing market price, and profits credited, and losses debited
to the account of the clearing member concerned.

The SFECH sets the minimum initial margin on contracts traded. At
the close of trade, the SFECH marks-to-market. The initial margin is
calculated on the maximum likely daily market movement in a 24 hour
period (SFE By-Law G4 &G2).

If SFECH's net position has decreased as a result of mark-to-market,
the SFECH wiill call 'variation margin’, which must be paid within the
earliest reasonable time. Payment of variation margin must be by way
of cheque, unless the Member agrees to accept and receive approved
securities.

All payments to and from CDCC, including daily settlements, marking
to market and intra-day margin calls are collected via an irrevocable
payment processing system, commonly referred to as the financial
electronic data interchange (FEDI). Intra-day margin calls are met,
within 60 minutes, or such further time as permitted by CDCC,
through FEDI or pledging through the facilities of the Canadian
Depository for Securities (CDS).

HKCC members authorise their clearing banks to accept direct debit
instructions from HKCC. At 8:30 a.m. HKCC informs each member's
bank of the member's net money settlement figures. The banks must
confirm payment to HKCC by 8:55 a.m. HKCC may also call for
intra-day margin payments through direct debits.

For HKFE currency futures contracts, debit instructions will be issued
for each HKCC member’s designated settlement bank twice a day. The
first, at 4:00 p.m., is to cover the 3:15 p.m. mandatory intra-day margin
call, with banks to confirm payment prior to 5:00 p.m. Payments to
cover the 3:00 a.m. or 4:00 a.m. (depending on the trading hours in
effect in New York) market close settlement must be confirmed by the
banks by 9:30 a.m.

SEOCH has a similar process to that of HKCC. Money settlement is

effected by funds transferred between the account of SEOCH and the
accounts of SEOCH members maintained with the same designated
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banks. All fund transfers, whether for amounts collected from or
payable to a SEOCH member, are initiated by SEOCH by issuing direct
debit instructions or direct credit instructions to the designated banks
as applicable

The Law has determined that the clearing house is in charge of
settlement and administrating the broker-dealers accounts. The
clearing house is free to determine its own internal procedure.
However, price variations, margins, losses and profits are calculated
on a daily basis.

There is no legal regulation about this relationship. But the OM
general provisions for trade in derivatives restrict the payments limit
till not later than the fifth banking day after the last premium day and
the last delivery day.

In New Zealand all contracts are settled to market daily. Payments are
made daily.

There is no formal relationship with banks except in relation to multi
currency cover.

Generally, payment must be in cleared funds either by telegraphic
transfer or Austraclear payment to the Clearing house bank account or
by bank cheque.

Where a payment required is less than NZ $10 000 a facsimile copy of
the bank stamped deposit slip is accepted.

Clearing members pay or receive margins through a designated bank.
The bank makes payment under the terms and conditions set forth in
the CCG's settlement instructions. Payments are made by banks to the
national payment system.

The settlement of outstanding obligations between the clearing
organization and its clearing members is effected on a daily basis
through charges and payments in the cash accounts opened with the
Bank of Spain by the clearing members, or in the cash accounts which
are held in the Bank of Spain by other financial organizations
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appointed for that purpose. Those charges and payments are made for
the net balance of all the accounts of each member.

The exchange rules provide for the manner in which margin deposits
of brokers are to be made through banks chosen as settlement banks.
All contracts are marked to market daily, and all payments are made
daily. There is no formal payment system.

DTB

Payments between the Deutsche Borse AG and the Clearing Members,
i.e., payments by way of collateral or margin, from the settlement of
contracts, for fees and the like are made through accounts at the Land
Central Bank in Hesse, Frankfurt Branch.

If the collateral to be provided to the Deutsche Bérse AG for the next
trading day has to be increased, the shortfall must be transferred by
9:45 a.m. of the relevant trading day to the Land Central Bank account
of the Deutsche Bérse AG.

: ' | o  Excl

Payments of collateral to the Lombardkasse or option premium
payments or payments in connection with exercising options are made
direct to the bank accounts of the Participants or the Lombardkasse.

All futures contracts are “marked to market” daily for the routine daily
variation margin settlement. The clearing house has the power to call
for additional settlement-to-market during periods of extreme intra-day
market volatility.

Under MFCC rules, each clearing member must maintain such banking
arrangements with one or more banks as will permit the transfer of
funds.

The transfer of funds between MDCH and clearing members is effected
through banks approved by MDCH which are selected based on high
standards of security and reliability. In order for MDCH to receive
funds with a relatively short and acceptable time frame, MDCH
maintains an account with each approved settlement bank and requires
each clearing member to maintain accounts with at least one
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approved settlement bank for the purpose of transmitting funds to
MDCH for daily settlement purposes or in the event of intra-day
settlement or margin calls.

Settlement Procedures

With respect to his proprietary positions, the positions of his clients,
the positions of the non-clearing members with whom he has entered
into clearing agreements and the positions of the clients of such
non-clearing members, the clearing member shall pay to or receive
from, the clearing house the net amount of:

- subject to Rule 9.2.1, the sum of the initial margin referred to in
Rule 8.6.1;

- the sum of the variation margin referred to in Rule 8.6.2;

- any interest payable in terms of Rule 8.7.1; and

- the fees referred to in Rule 8.8.1.

An amount due from a clearing member in terms of Rule 8.9.1 shall be
paid to the clearing house not later than 12:00 on the business day
following the day on which such payment accrued or such other time
as the executive officer may in his sole discretion determine.

With respect to any proprietary position, the position of any of his
clients, the position of a non-clearing member with whom he has
entered into a clearing agreement and the position of a client of such
non-clearing member whom the executive officer has marked to
market in terms of Rule 8.5.2, the clearing member shall pay to the
clearing house the amount of variation margin as contemplated in
Rule 8.6.2 at the time stipulated by the executive officer when the
clearing member is notified by him of the mark-to-market.

With respect to his proprietary positions, and the positions of his
clients, a non-clearing member shall pay to or receive from the
clearing member the net amount of:

- subject to Rule 9.2.2, and read together with Rule 8.6.3.1, the initial
margin referred to in Rule 8.6.1;

- the variation margin referred to in Rule 8.6.2;

- any interest payable in terms of Rule 8.7.2; and

- the fees referred to in Rule 8.8.2.

An amount due to or from a clearing member in terms of Rule 8.9.4

shall be paid not later than 12:00 on the business day following the
day on which such payment accrued, or at such other time as the
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non-clearing member and the clearing member have specifically
agreed upon with respect to a particular payment.

With respect to any proprietary position or the position of any of his
clients, which, the executive officer has marked-to-market in terms of
Rule 8.5.2, the non-clearing member shall pay to the clearing member
the amount of variation margin as contemplated in Rule 8.6.2 by the
time referred to in Rule 8.9.3, as stipulated by the executive officer and
as notified to the non-clearing member by the clearing member, and
no relaxation shall be given to a non-clearing member without the
prior approval of the executive officer.

Subject to Rule 9.3.1, with respect to his positions a client shall pay or
receive from the broking member with whom he traded to open such
positions the net amount of:

- the total of the initial margin referred to in Rule 8.6.1 for all its
aggregate positions read together with Rule 8.6.3.2, provided that
any amount so due from the resident client shall be off-set against
any retained margin referred to in Rule 8.6.4;

- the variation margin referred to in Rule 8.6.2;

- any interest payable in terms of Rule 8.7.3; and

- the fees referred to in Rule 8.8.3.

An amount due to or from a broking member in terms of Rule 8.9.7
shall be paid not later than 12:00 on the business day following the
day on which such payment accrued or such other time as the broking
member and the client have specifically agreed upon with respect to a
particular payment.

With respect to the position of any client, which the executive officer
has marketd-to-market in terms of Rule 8.5.2, the client shall pay to the
broking member the amount of variation margin as contemplated in
Rule 8.6.2 by the time referred to in Rule 8.9.3 stipulated by the
executive officer and notified to the client by the broking member and
no relaxation shall be given without the prior approval of the
executive officer.

Exercise and Assignment of Option Contracts

Exercise

A client in whose name a long position in an option contract is
registered may exercise the option at any time until the expiry of the
exchange contract by either verbal or written notice to the member

with whom he dealt in order to open the long position.

A member who has a proprietary long position in an option contract
registered in his name may exercise the option at any time until the
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expiry of the exchange contract and shall exercise the option on a
client’s behalf on the instruction of the client by executing the exercise
on the ATS in the manner prescribed by the executive committee

and 7 or as set out in the user manual.

Upon the exercise of the option in terms of Rule 8.10.1.2 the person in
whose name the long position in the exchange contract was registered
shall be deemed to have bought or sold the underlying instrument of
the option contract in question at the strike price from or to the
clearing house.

Margin and Credit Extension Requirements

(a) Levels, Limits and Methodology for Calculating

Absent an emergency, margin levels for futures contracts will be set by
the U.S. exchanges without CFTC review. See 88 5a (a) (12) and 8a (9)
of the CEA. With respect to options, the general practice is that
although, the CFTC reviews the methodology for calculation of option
margin, the actual margin levels are set by the U.S. exchanges.

Under the FTPA of 1992, contract markets are required to file margin
rules setting or changing the levels of margin on stock index futures
and options with the Federal Reserve Board. The Federal Reserve
Board can request and also direct changes in margin levels appropriate
to preserve the financial integrity of the contract market or its clearing
system or to prevent systemic risk. On March 22, 1993, the Federal
Reserve Board delegated its oversight authority under the FTPA of
1992 with respect to margins on stock index futures and options
thereon to the CFTC. See 58 Fed Reg. 26979 (May 6, 1993).

The grant of margin authority to the Federal Reserve does not,
however, supersede or limit the CFTC's authority under § 8a (9) of the
CEA to direct a contract market, on finding an emergency to exist, to
set temporary margin levels. See 8 2 (a) (1) (B) (vi) of the CEA. The
CFTC reports annually to the Federal Reserve Board concerning the
CFTC's review of stock index margins.

Clearing houses generally use one of two methods for calculating
original margin. The first method is to multiply the number of
positions or contracts by a specific margin amount per contract. The
second method is to use a portfolio-based simulation model, such as
that of the CME (and adopted by most U.S. exchanges) which
combines all related positions into a portfolio. Price, volatility and
other risk factors are simulated to determine their impact on profits
and losses in the portfolio. The clearing house establishes parameters
to collect original margins based on the simulated losses of portfolios
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under various scenarios. They are usually set to cover approximately
95% of potential one-day moves.

Clearing organizations collect "original” and "variation” margin from
their members. In general, minimum original margin levels which a
clearing member must deposit to carry a position at the clearing house
are subject to change at any time. See BTCC By-law 604; CME

Rule 815; Comex Clearing Rule 32 (d) (i). The amount required to
carry a position in a particular contract is based on the perceived risk
associated with that contract and is the same for long and short
positions.

FCMs collect "initial” margin from their customers. The initial margin
is the exchange set minimum margin requirement for the contract.
Generally different minimum initial margin requirements are
established for hedge and speculative positions. FCMs are free to
impose higher customer margin requirements and, subject to exchange
minimum requirements, may vary margin. When losses in a
customer's account reduce margin below maintenance margin levels
set by the FCM, the FCM will issue a "margin call” to the customer
requiring the customer to deposit funds sufficient to restore margin on
deposit with the FCM to 100% of the initial margin requirement.
Capital charges are not required to be taken for margin deficiencies for
3 days; customer deficits, however, must be covered by the FCM the
same day for segregation compliance.

All active U.S. futures exchanges use the SPAN margining system,
which margins futures and option positions on a portfolio basis
measuring the aggregate risk of the combined positions.

Options differ from futures in that long positions are not margined.
Premiums must be paid in full. Short positions may be margined and
are marked-to-market on a daily basis. Variation payments are not
passed through to holders of long positions, however, who must
exercise or offset their positions to realize any profits.

The CFTC approved CME and OCC rules to extend their respective
cross-margining programs to include the positions of certain market
professionals. The CFTC action establishes a unified mechanism for
margining certain intermarket positions. The SEC approved the
counterpart OCC rules on the same day. 56 Eed.Reg. 61404
(December 3, 1991).

The CFTC has also approved rules that add an appendix to the
bankruptcy rules to govern the distribution of property where a
bankrupt FCM holds cross-margin as well as non cross-margin
accounts. 59 Fed Reg. 17468 (April 13, 1994). The rules are intended
to assure that non cross-margin FCM customers will not be adversely
affected by a shortfall in the pool of cross-margin funds. Itis also
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intended to refine the treatment of market professionals participating
in a cross-margin program in the event of bankruptcy.

The Federal Reserve Board ("FRB"), pursuant to Regulation T (17 CFR
8§ 220.1 - 220.18) has delegated the authority to establish and enforce
margin standards for options to the options SROSs, subject to
Commission approval. Pursuant to the authority delegated to them by
the FRB, the options SROs have adopted a uniform margin system
applicable to index options.

Purchasers of index options must provide initial margin equal to 100%
of the option's current market value (premium). The options SROs
calculate margin requirements for each short put or call using a
formula that requires initial and maintenance margin for short options
positions equal to 100% of the option's premium plus a fixed
percentage of the underlying product's value. The options SROs' rules
provide for margin level reductions for out-of-the-money options.
Broker-dealers may require higher margin payments than established
by the options SROs.

Currently, the applicable initial margin for broad-based stock index
options is 100% of the option's premium plus 15% of the underlying
aggregate index value, minus the amount by which the option is
out-of-the-money, with a minimum requirement of premium plus 10%
of the underlying aggregate index value.

OCC requires clearing members to post margin on all uncovered short
positions and uncovered assigned positions carried in OCC accounts.
OCC currently maintains two separate margin systems, one for equity
options and another for non-equity options (NEOs). The
methodologies are similar in that both require margin equal to the
current market price of a short option plus a cushion to protect from
the risk of a change in the current market price. Both also provide for
offset of unsegregated long and short options within the same series.
Among other things, both margin systems use options pricing theory
to project the cost of liquidating a member's portfolio of positions in
the event of an assumed "worst-case” change in the price of the
underlying asset or index.

Several cross-margining arrangements have been approved by the SEC
and CFTC regarding proprietary and non-proprietary accounts.
Cross-margining recognizes when computing margin requirements
that positions may be adequately hedged with offsetting positions in
other markets. Accordingly, the cross-margining arrangements are
intended to assist clearing members in managing their cash flows by
reducing the initial margin requirements for offsetting positions.
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OCC can also issue intra-day margin calls for additional margin
deposits. An intra-day margin call is made to protect OCC against
extreme intra-day market volatility.

UK regulatory authorities do not play a direct role in the
determination of margin requirements.

Initial margin levels, therefore, are established by the clearing house in
cooperation with the relevant exchange. The levels are determined
with a view to the relative risk and volatility of the product.
Appropriate margin limits are based on historical volatility studies and
are designed to capture a single day's movement based on probability
analysis. The rules of the clearing house and the relevant exchange
provide for the power to increase margin requirements either for
specific derivative products or in respect of certain identified market
participants. Margin requirements do not vary depending on the
nature of the transaction, i.e., speculative or hedge transactions.

The clearing house will either notify the firm or arrange a direct debit
to cover outstanding margin requirements. This will be done on a
daily or intra-day basis.

As between the firm and its segregated customers, if at the close of
business on any day, the amount of a customer's initial margin
requirement at that time exceeds the aggregate of that customer’s
equity balance at that time and the amount of the value of that
customer's approved collateral at that time held by the firm or an
intermediate broker or an exchange, the firm shall require the
customer to deposit with the firm, not later than the close of business
on the next following business day, an amount in cash or approved
collateral to a value not less than the amount of the excess

(SFA's CBRs, 5-28 (4)). A firm may close out a customer position if
these requirements are not met and, generally, must close out after five
days (SFA's CBRs, 5-28 (5)). The applicable amount of initial margin
must be not less than the initial margin requirement imposed by the
relevant exchange; in practice, the firm generally collects a greater
amount. The firm may, in certain circumstances, lend the customer the
necessary funds to meet margin requirements (SFA's CBRs, 5-28 (6)).

LCH now uses the Span system of margining for options traded at
certain of London's derivatives exchanges.
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In France, each person for whose account a position is opened must
immediately pay an initial margin deposit. The level of the deposit
depends on the volatility of the underlying instrument.

The clearing house fixes price limits. The initial margins (deposits)
must permit to cover at least once a quote variation defined as price
limit of the future contract or the underlying contract in case of a sale
of traded options.

For French future products, the current initial margins are:
Initial Margin (January 1997)

National Bond Futures Caontract:

12 500 FRF.

Traded Option Contract on the Naotional Bond:

MATIF SA has the option seller set aside an amount as initial margin
corresponding to the loss that would result from the most
unfavourable change in the liquidation of its overall net position
(futures plus options) in one trading day. This initial margin is
revised on a daily basis.

Three-Manth Pibor Futures Contract:

10 000 FRF.

(Initial margins are payable in cash or securities approved by
MATIF SA.)

Three-Month Pibor Traded Option Contract:

MATIF SA has the option seller set aside an amount as initial margin
corresponding to the loss that would result from the most
unfavourable change in the liquidation of its overall net position
(futures plus options) in one trading day. This initial margin is
revised on a daily basis.

CAC 40 Index Futures Contract:
30 000 FRF.

(Initial margins are payable in cash or securities approved by
MATIF SA.)
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Long-Term ECU Cantract:

2 500 ECU.
Long-Term ECU Bond QOption Cantract:
Futures / Option offset.

White Sugar Futures Cantract:

- normal; 700 USD
- straddle: 350 USD
- nearby: 900 USD

White Sugar Futures Traded Options Contract:

The BCC calls from the option seller an initial margin corresponding
to that required for the underlying futures contract.

Paotato Futures Cantract N° 2:

- normal: 4 000 FRF
- straddle: 2 000 FRF
- nearby: 8000 FRF

Colza Futures Cantract:

- normal: 2 000 FRF
- straddle: 1000 FRF
- nearby: 3000 FRF

European Milling Wheat Futures Contract:

- normal: 2 000 FRF
- straddle: 1000 FRF
- nearby: 3000 FRF

In Japan minimum margin levels for customers on domestic markets
are stipulated in the stock exchange rules for brokerage contracts,
which, in turn, shall not be lower than the levels stipulated by an order
of the Securities Bureau of the Ministry of Finance.

(Levels Under the Order of the Securities Bureau of the Ministry of
Finance)

JGB Futures: 3.0% of face value.

Options on JGB futures: Premium plus 3.0% of face value of
corresponding JGB futures contract.
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T-bond futures: 4.5% of face value.
Stock index futures: 9.0% of contract value.
Stock index options: premium value plus 9.0% of strike price.

(Levels Under Rules of Stock Exchange)

JGB futures: 3.0% of face value.

Option of JGB Futures: Premium value plus 3.0% of face value
corresponding JGB futures contract.

T-bond futures: 4.5% of face value.

Stock index futures:
Nikkei Stock Index 300 -- 15.0% of contract value
Nikkei Stock Average TOPIX -- 15.0% of contract value

Stock index options:
Nikkei Stock Index 300 -- premium value plus 15.0% of strike
price
Nikkei Stock Average TOPIX; Option 25 -- premium value plus
15.0% of strike price

Minimum margin levels for stock exchange members are not regulated
by MOF order. Current levels as set forth by the stock exchanges are
described below.

JGB futures: 2.0% of face value.

Options on JGB futures: Premium value plus 2.0% of face value of
corresponding JGB futures contract.

T-bond futures: 3.0% of face value.

Stock index futures:
Nikkei Stock Index 300 -- 10.0% of contract value
Nikkei Stock Average TOPIX -- 10.0% of contract value

Stock index options:
Nikkei Stock Index 300 -- premium value plus 10.0% of index
value of the cash market
Nikkei Stock Average, TOPIX, Option 25 -- premium value plus
10.0% of index value of the cash market

Minimum margin levels for domestic customers of foreign futures and
options contracts are set by the Japan Securities Dealers Association in
balance with those for similar domestic products.

1) Margins for Customers: These margins are cash collateral or their

substitutes that stock exchange members receive from their customers
as a guarantee against default. These margin requirements are very
important for preventing investors with modest funds from
participating in overly speculative transactions, and their minimum
levels are stipulated by an order of the Securities Bureau of the

- 153 -



Ministry of Finance. (Stock exchanges must set their margin
requirements in their rules at levels not less than the minimum fixed
by this order.)

In principle the MOF has set these minimum levels equal to three times
the price limits, so as to cover maximum losses from the customer’s
transaction for a period of three days, since stock exchange members
receive margin payments from the customer in three-days time,
counting from the date of transaction.

2) Margins for Stock Exchange Members: These margins are cash

collateral or their substitutes that stock exchanges receive from their
members as a guarantee against delivery and / or payment. The
minimum levels for these margins are stipulated in the operating rules
of the exchanges. In principle, the minimum levels are two-thirds of
the margin requirements for customers, taking account of reduced risk
through daily adjustment between members (called "marking to the
market").

In Japan the exchanges draw a distinction between "initial” and
"maintenance” margin requirements. There is no difference in the
margin requirements for hedge and speculative positions.

The SFE has the following rules:

In general, Floor and Associate Members shall call deposits from all
clients upon execution of any instructions on behalf of clients unless
the clients are Clearing Members and the contracts are registered with
the Clearing House in the name of that Clearing Member and, except
in relation to transactions executed by a Local Member on behalf of a
Floor Member, Nominating Floor Members shall call deposits from
Local Members and:

- The minimum initial margin to be called shall be the amount
determined from time to time by the Clearing House. (SFE
By-Law G2.) Initial margins are to be paid by 10:30 a.m. on the
business day following the trade, or otherwise as demanded by
the Clearing House. (SFECH By-Law 43.1)

- In calculating the amount of deposit there shall be no offset
allowed by the Floor Member or Associate Member for deposits
due by the client to the Nominating Floor Member unless that
other contract is for the opposite position in the same delivery
month and in respect of the same commodity. In the event that a
Member holds on behalf of a client or Local Member a bought
and sold contract for the same delivery month of a contract
market the Member need only obtain from the client or Local
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Member the straddle deposit determined by the Clearing House
for that contract market.

- Deposit requirements must be satisfied by payment unless the
Floor Member or Associate Member agrees to accept and receives
cover by way of approved securities.

- Credit margins may be applied against deposit liability at the
discretion of the Member, having regard to all the circumstances
including the financial position of the client.

- Liability of the client for the deposit arises upon execution of the
instructions given by the client and irrespective of the time when
the call is made and liability of the Local Member for deposit
shall arise when the Local Member trades irrespective of the time
when the call is made.

- Payment of deposits or lodgement of cover must be effected
within the earliest reasonable time and no Member shall provide
credit or cover for a client or Local Member beyond that period.
In determining whether payment of deposits or lodgement of
cover has been effected within the earliest reasonable time by a
particular client or Local Member, the Committee for Inspection
and Audit or the Board (as the case may be) shall take into
account the circumstance of the client or Local Member at the
time such obligation arose.

Payment of margins or lodgement of cover must be effected within the
earliest reasonable time and no Member shall provide credit cover for
a client or Local Member beyond that period. In determining whether
payment of margin or lodgement of cover has been effected within the
earliest reasonable time by a particular client or Local Member the
Committee for Inspection and Audit or the Board (as the case may be)
shall take into account the circumstance of that client or Local Member
at the time such obligation arose.

The minimum initial margin us set by the Clearing House. The
Clearing House refers to recent market volatility and the initial margin
is calculated to cover the maximum likely market movementin a

24 hour period.

Variation margin must be called when the net variation margin
position exceeds 25% of the total initial margin liability. However
where the amount of such a call is less than AUD 1 000 the making os
such a call is at the discretion of the Member (SFE G By-law 2 (c)).

The SFECH introduced SPAN (Standard Portfolio Analysis of Risk)

margining on August 22, 1994. SPAN is the risk margining system
developed by Chicago Mercantile Exchange and ensures that the high
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standard of risk measurement achieved by mark-to-market, is more
accurately assessed, while reducing the overall level of capital
required, particularly by multiple instrument hedge users, for cover
against open positions.

Margin levels are set by exchanges for their members. Members are
required to obtain margin from their clients in amounts not less than
the levels set by the exchange. Clearing member firms of CDCC must
deposit acceptable margin with CDCC. Pursuant to Section 41 of the
CFA, the OSC may make an order with respect to margin levels.

CDCC is authorized to require the deposit of additional margin by any
clearing member in any account at any time during any business day
when CDCC may deem advisable to reflect changes in the market
price of the underlying interest or in the financial position of the
clearing member or to protect CDCC, the other clearing members or
the public.

The ME establishes margin requirements applicable to options
positions held by clients and no member shall effect an options
transaction or carry an account for a client without proper and
adequate margin, which shall be obtained as promptly as possible and
maintained in conformity with the ME rules.

| : tal - | (Qptions) (ME

With respect to a firm account or to a specialist or market-maker
account of a member, or of a permit holder for which a member (or a
clearing firm) has issued a letter of authorization, the Exchange shall
establish certain charges against capital.

i Requirements - Bankers' ;

The minimum amount of margin a client must deposit and maintain
with a member per bankers' acceptances futures contract shall be as
follows:

a) for speculators $1 500 CDN
b) for hedgers $1 000 CDN
c) for spreads $625 CDN

Positions carried by members shall be subject to the amounts
mentioned above.
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The ME may change the margin requirements which shall be effective
on all positions whenever it determines that market conditions so
warrant.

Changes made by the ME in margin requirements may be made
applicable to one or more rather than all, members or clients if deemed
necessary by the ME.

: : ] i |
(ME)

The minimum amount of margin a client must deposit and maintain
with a member per Canadian Government Bond futures contract shall
be as follows:

a) for speculations: CAN $1 500
b) for hedges: CAN $1 000
c) for spreads: CAN $ 300
d) spreads 5 years

vs 10 years CAN $725

Positions carried by members shall be subject to the amounts
mentioned above.

The ME may change the margin requirements which shall be effective
on all positions whenever it determines that market conditions so
warrant.

Changes made by the ME in margin requirements may be made
applicable to one or more rather than all members or client if deemed
necessary by the Exchange.

Acceptable Margin (TCQ)

Prior to settlement time on every business day, every clearing member
who has not deposited the underlying interest or underlying interest
equivalent shall be obligated to deposit with TCO acceptable margin,
to meet its margin requirements.

Forms of margin:

- Cash or cheque;

- Government securities;
- Letters of credit;

- Valued securities.

In addition to the underlying interest and underlying interest

equivalent which may be deposited under TCO rules clearing
members may deposit any security listed on an exchange.
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No value will be given for any valued security on any one day when
the closing price thereof or, if there was no trading in such Valued
Security on such day on any Exchange, the previous closing price is
less than $10 on any Exchange.

Valued securities so deposited will be marked-to-market daily and
50% of this daily value applied against the total margin required
against all accounts combined.

No more than 10% of the total margin required against all accounts
combined may be covered by any one valued security.

ditional in (TCQ

TCO is authorized to require the deposit of additional margin by any
clearing member in any account at any time during any business day
which TCO may deem advisable to reflect changes during such day in
the market price of the underlying interest, or changes in the financial
position of the clearing member or to protect TCO, the other clearing
members or the public.

Such additional margin shall be deposited by the clearing member
within one hour of the time the clearing member is notified of the
requirement or such time as may be prescribed by TCO. Credit shall
be given for all such additional margin deposits in the Clearing
Balance Statement on the following business day.

HKCC calculates the level of original margin deposits in respect of
each futures and / or option contract based on a number of factors,
including historical price volatility, relative net and gross open interest
and distribution among members, and the value of margin relative to
the size of the futures and / or contracts.

HKCC uses the TIMS methodology developed by the Options Clearing
Corporation Inc. to calculate margins for each account. TIMS enables
the margining of accounts containing both futures and options
contracts. Each registered trader account or house account is margined
on a net basis and each client account is margined on a gross basis.
However, members may request HKCC to allocate those positions
belonging to the same client to an offset account in which the margin
requirement is computed on a portfolio basis.

In relation to stock option contracts at SEHK, after each trading day,
SEOCH will calculate the premium due to or from each

SEOCH member, the margin requirements for the open stock option
positions or pending delivery obligations of each SEOCH member,
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and the payments in relation to stock delivery obligations due for
settlement. SEOCH also uses the TIMS margin methodology.

Both HKCC and SEOCH prohibit their members from extending any
credit to their clients in relation to margin requirements.

EUTURES

In the case of futures contracts, transactions in two products have been
authorized: IPSA (a stock index) and dollars. These are different
margin requirements for both:

1PSA:

Initial Margin: 25% of the value of the contract

Maximum open positions:

Per client: 800 contracts
Per broker-dealer: 10 times the broker-dealer's capital
Per market: 10 times all broker-dealers capital

Maximum daily price variation:

15% of the contract price compared to the price of the previous
working day.

Dollars:

Initial Margin: 5% of the value of the contract

Maximum open positions:

Per client; 2 500 contracts
Per broker-dealer: 10 000 contracts
Per market: 200 000 contracts

Maximum daily price variation:
3.75% of the contract price compared to the price of the previous
working day.

QPTIONS
(Nowadays allowed only for a limited type of shares.)

Initial Margin and variations:

a) Writers of Call Options: 20% of contract prices (this amount is
possible to be reduced until 5% if the strike price is higher than the
market price) + 100% of daily option price variations.
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b) Writers of Put Options: 20% of contract prices (this amount is
possible to be reduced until 5% if the market price is higher than
the strike price) + 100% of daily option price variations.

Maximum open positions:

Per client: lower than the average of the underlying asset
daily traded amount in a moving quarter
period.

Per broker-dealer: 10 times the average of the underlying asset
daily traded amount in a moving quarter
period.

Per market: 100 times the average of the underlying asset
daily traded amount in a moving quarter
period, and no bigger than 20% of corporation's
capital (underlying asset).

Maximum daily price variation:
Limits are set by the maximum daily price variations of the underlying
assets.

In the futures and options business carried out at OM there is not long
ago introduced a margin requirement system, essentially using Black
& Schole's methodology for options calculation.

The Clearing House uses the SPAN portfolio based simulation model
for the calculation of margins, (refer to CFTC description).

CONSOB
At the moment (May 1997) margins requirements are set as follows:

MARKET/PRODUCT ORDINARY | STRADDLE | MINIMUM

MIF

10 years BTP Future 5.000.000 lira | 1.800.000 lira | 250.000 lira
(2,5% nom.
value)

5 years BTP Future 3.400.000 lira | 1.800.000 lira | 250.000 lira
(1,7% nom.
value)

10 years BTP Fut. Option | 5.000.000 lira
(2.5% nom.
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161 -




MARKET/PRODUCT ORDINARY | STRADDLE | MINIMUM

IDEM

FIB30 Stock Index Future: | 5% mkt value | 2.900.000 lira | 250.000 lira

MIBO30 Stock Ind. 5% mkt value
Option:
ISO" Individ. Stock from 5,35% to from 3.000 lira to
Option: 10,9% mkt 80.000 liras
(depends on the value
underlying)

CNMV

Margin levels are set by the exchanges. For the calculation of daily
margins, Spanish exchanges use a portfolio-based simulation model
that takes into account all related positions belonging to the same
account holder. The simulation is carried out for a number of prices of
the underlying security or contract, included in the interval into which
is thought this price could vary in the period of time considered
necessary to close out all the positions. It also takes into account
possible variations in the implicit volatility levels of options’ market
prices.

In the particular case of MEFF Renta Fija, in which price limits apply
for futures contracts, daily margins are calculated to cover a fixed
number of times the quote variation defined as price limit. This
multiplier varies from 1.5 for Notional Bond contracts to 3 for
MIBOR contracts.

Regarding the equity options contracts traded on MEFF Renta
Variable, the margin required for an account position is increased
proportionally when the delivery obligations at settlement can
represent a significant amount of the average trading volume in the
underlying market.

The current daily margins are:

i
Long-Term (10 years) National Bond Futures and Options contracts:
- normal: 300 000 pta. (3% of nominal value)

- straddle: 150 000 pta.

- spread 10/3 yr: 150 000 pta.
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Medium-Term (3 years) National Bond Futures and Options contracts:

- normal: 150 000 pta. (1.5% of nominal value)
- straddle: 75 000 pta.

Three-Month MIBOR Futures and Options contracts:

- normal: 300 000 pta. (0.3% of nominal value)
- straddle: 75 000 pta.

One-Year MIBOR Futures contracts:

- normal: 1 200 000 pta. (1.2% of nominal value)
- straddle: 3000 000 pta.

French Bond DIFF Futures:

- normal: 200 000 pta. (2% of nominal value)

- straddle: 100 000 pta.

German Bond DIFF Futures:

- normal: 230 000 pta. (2.3% of nominal value)
- straddle: 115 000 pta.

Italian Bond DIFF Futures:

- normal: 230 000 pta. (2.3% of nominal value)
- straddle: 115 000 pta.

MEEE Renta Variable:

Ibex-35 Stock Index Futures and Options contracts:

- normal: 325 00 pta.

- straddle: 1.2 times the difference between settlement prices of

the two contract month futures contracts (min. 24b.p)

Equity options contracts:

- normal: 15%

ECM:

Navel / Navelina Orange Futures:

- normal: 18% of nominal value
- straddle: 9% of nominal value

- delivery period: 36% of nominal value for short positions

Valencia Late Orange & Clementine Futures:

- normal: 25% of nominal value

- straddle: 12.5% of nominal value

- delivery period: 50% of nominal value for short positions

Members are required to obtain margins from their customers in an

amount not less than that required by the exchange. The compliance
with that obligation is ensured by the exchanges.
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Margin levels for futures contracts are set by exchanges and approved
by the CNV.

The rules for setting margins are autonomously issued by the DTB and
Lombardkasse respectively.

DTB

Under the DTB Clearing Conditions each Clearing Member must
maintain, on every trading day, collateral to cover all of its contractual
obligations. The DTB calculates the amount of collateral required to be
provided by each Clearing Member subsequent to the post-trading
period of each trading day for the consolidated Principal and M
Position Accounts and for the Agent Position Accounts of such
Clearing Member in accordance with a method determined by it and
communicated to the Clearing Members. General Clearing Members
must require their Non-Clearing Members to provide collateral in an
amount at least equal to that determined by the methods prescribed by
the DTB.

The basis for the determination of the collateral to be maintained are
the net positions in all options series and futures contracts. With
respect to options transactions with immediate premium payment
obligations, the collateral to be maintained must cover the costs that
would be incurred upon the closing of all positions at the day's closing
price (Premium Margin). With respect to options transactions without
immediate premium payment obligations, a daily profit and loss
settlement takes place. With respect to futures contracts, collateral for
positions that may be netted must be maintained to cover the risk that
prices of contracts with different delivery months will not move in
exactly the same direction (Spread Margin). In addition, a further
margin requirement is calculated to cover any change in the cost of
closing all options positions and all futures positions that cannot be
netted assuming the least favorable price developments (as determined
by the DTB) until the next calculation of collateral requirements
(Additional Margin). The sum of the collateral required to be
maintained as described above is the total collateral required to be
maintained for one account. The total collateral requirement
applicable to an Exchange Participant is determined by aggregating
the Principal Position Accounts (including M Position Accounts) and
Agent Position Accounts; credit balances resulting from net long
positions are not taken into account.
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The Deutsche Bérse AG may, on stating the reason, demand that any
Clearing Member maintain a higher or supplementary margin on the
basis of the Deutsche Borse AG's risk management.

: ' | f K Excl

In accordance with the regulations of the Lombardkasse, at least 30%
of the underlying must be available to a Participant selling call options.
Moreover, at the request of the Lombardkasse a Participant must
provide collateral exceeding by at least 30% the value deriving from
the strike price of the items involved in the transaction not covered by
the underlying securities. If a Participant sells a put option, it must
provide collateral equivalent to up to 30% of its commitment at the
request of the Lombardkasse.

In relation to MDCH, the margin level is set to cover the maximum
reasonably foreseeable one day’s price movement with a confidence
factor of at least 99%. It is based on historical price volatility, current
and anticipated market conditions and other risk factors. The level is
monitored daily and may be adjusted to reflect changes in price
volatility, price movements of underlying assets and other factors. For
margining purposes, MDCH is using the Theoretical Intermarket
Margin System (“TIMS”) developed by the Options Clearing
Corporation in Chicago. TIMS calculates margins on a portfolio of
contracts using a risk-based formula.

MFCC requires clearing members to lodge initial margins to secure the
exposure on open positions. The initial margin is set for each
commodity and may be varied from time to time at the discretion of
MFCC. The level is based on the price volatility of the commodity and
is intended to cover the largest reasonably anticipated price movement
in any single business day.

Actual margin levels are set by the exchange in terms of rules that are
approved by the regulator.

(b) Means of Collection - Gross or Net

All FCMs collect margins for customers on a gross margin basis.
Rule 1.56 states that an FCM cannot represent that it will not collect
margin.
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CFTC Rule 1.58 (a) also requires the gross collection of margins on
omnibus accounts which an FCM carries for another FCM or foreign
broker. The extension of this rule to foreign brokers was made in 1996.

61 Eed_Reg. 1977 (May 1%, 1996).

Further, the CME and NYMEX have a gross margining clearing
system. See CME Rule 8.06; NYMEX Rules 4.00 to 4.01. All other
exchanges, on contrast, have net margining clearing systems. See e g.,
CBT Rule 706.00 (b). There is no set off between segregated and
non-segregated accounts.

Broker-dealers collect margin for stock index options positions from
their customers on a gross basis. OCC collects margin for stock index
options positions from their clearing members on a gross basis for
customer accounts and on a net basis for firm and market-maker
accounts.

OCC calculates required margin for each member on a daily basis and
collects additional margin only when a deficit exists. Within each
member's accounts, OCC totals margin for each position (or net
amounts for spread positions) into one single figure, which is added to
any amounts for premium and settlement payments to arrive at one
amount for payment or receipt the next morning.

Margin is collected by the clearing house on a net basis but there is no
set-off between segregated and non-segregated accounts.

The commodities market collect margins on a gross basis.

On the MATIF margins are paid by the clearing members to
MATIF-SA on a net basis. But when the margins are collected by a
non-clearing member these margins have to be paid immediately to a
clearing member, on a gross basis.

On the MONEP, deposits are paid by option sellers on a net basis.

Margins for customers on Japanese markets are collected on a gross
basis and margins for stock exchange members on a net basis.
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SFECH collects margins from Members on a net basis for both Member
client and house accounts. Members will call margins from their
clients on a gross basis, unless the Member's client is a "Full or
Associate Member”. In this situation, the "Full or Associate Member"
will then call the client on a gross margin basis.

CDCC maintains three types of accounts for its members: client, firm
and on-floor professional traders accounts. Each account may contain
one or more sub-accounts. The margin requirement is established for
each sub-account separately.

CDCC’s margin system analyzes all positions (options, futures and
futures options) held in each sub-account of every member. It then
projects a liquidating value for each sub-account, based on multiple
projected market moves. Using this projection, CDCC collects margin
to cover potential losses in the event that such a liquidation may
become necessary. Margin deposits must be in the form of cash,
treasury bills, short-term government debt, letters of credit, banker’s
acceptances, and similar highly liquid instruments.

Each client sub-account is margined on a gross basis for options and on
a net basis for futures. Each firm and on-floor professional traders
sub-account is margined on a net basis.

The Canadian Derivatives Clearing Corporation requires gross
margining from clients of clearing members.

HKCC generally collects margin on a gross basis. However, spread
margin rates are available for spread positions allocated to a specific
customer's account or to a house account.

For SEHK stock options, open options contracts and exercised and
assigned delivery obligations for principal and market maker accounts
are margined on a net basis. Client positions are treated differently;
open options contract positions are margined on a gross basis.

Margins are collected by the exchange from the broker-dealer on a
gross basis. Broker-dealers can freely agree with their clients the
means of collection.
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OM or member of OM can require that margins are collected to a
larger extent than corresponding to the net margin position.

In calculating the amount of an initial margin no offset is allowed by
Dealers, for other initial margins due by the client to the Dealer, unless
the client has contracts with that Dealer for the opposite position in the
same delivery month and in respect of the same commaodity. In the
event that a client holds with a Dealer a bought and sold contract for
the same delivery month in the same class of contract, the Dealer need
only obtain from the client the straddle initial margin determined by
the Clearing House for that class of contract.

Intermediaries collect margins from their customers on a gross basis,
and submit their margin requirements to the CCG on a net basis.
General Clearing Members collect margins from non-clearing members
on a gross basis.

Margins are collected by the Spanish exchanges on a gross basis

Margins are received by the exchange in gross form. They must be
paid prior to the beginning of the trading day.

DTB

The margins payable by the Clearing Members calculated on the basis
of the net position in all options series and futures contracts (see also
I1.A.3 (a) above) are netted daily with the clearing payments, option
premiums, fees and the like. The daily balance is debited or credited to
the Clearing Members' Land Central Bank account to the extent that
the Deutsche Borse AG does not require the credit balance as collateral.

: ' | o  Excl

In accordance, with the regulations issued by the Lombardkasse,
margins are collected as follows:
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Any bank acting as a writer of call options which exceed 300 per cent
of the liable capital, pursuant to Section 10 of the Banking Act,
calculated on the basis of strike prices (or - acting as a writer of put
options - which exceed 100 per cent of the liable capital) must
immediately provide collateral to cover fully the excess.

Any other Participant, acting as an option writer, must immediately
provide collateral whenever a guarantee risk arises for the
Lombardkasse and the difference between the strike prices and market
prices exceeds 15% of the liable capital of the Participant. A guarantee
risk invariably arises whenever, in the case of call options (put options)
the market values are higher (lower) than the actual strike prices.

MFCC collects margins on a net basis on house account and the client
account is margined on the higher side of the gross open position.

MDCH adopts a gross margining concept where each client account of a
clearing member is margined separately. The total margin for a clearing
member is the sum of the margins for all the individual client accounts
of the clearing member. The proprietary position of a clearing member
is margined on a net basis. A market maker account is treated in the
same way as any other client account where long and short positions in
the same contract class within the one account are margined on a net
basis.

Margins are collected and paid by clearing members on a net basis.

(c) Permitted Collateral

The CFTC does not have any regulations regarding permitted
collateral. CFTC Rule 1.25, however, restricts FCMs and clearing
organizations' investment of customer funds to obligations of the
United States, any State or political subdivision, or to obligations fully
guaranteed by the United States.

The majority of the exchange clearing houses accept as margin cash
and U.S. Treasury Securities. Some clearing houses also accept letters
of credit under the terms and conditions that they prescribe. The CME
accepts securities haircut at 50% in a cross-margined account.
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The futures clearing organizations have also taken steps to reduce the
proportion of standing margin held in the form of letters of credit
(LOCs). For example, since October 1%, 1990, clearing members of the
CME have been under restrictions as to the amount of their original
margin obligations in excess of the first $5 million that may be satisfied
by LOCs such that available standing margin for clearing firms
carrying large positions consists of substantial amounts of cash or
securities in addition to LOCs. Since April 1%, 1991, the CME has
gradually decreased the percentage of margin that can be met with
LOCs. Currently, only 50% of the excess margin requirement over

$5 million can be in the form of LOCs. This percentage will decline by
10% every six months until it reaches 50% on April 1%, 1992 and the
exchange reports that it may consider further reductions.

The BTCC also limits the value of LOCS which may be pledged as
margin by a clearing member to 25 percent of the firm's adjusted net
capital and does not accept customer letters of credit at all. To monitor
LOCs, the BTCC has developed a daily print-out which shows LOCs as
a percentage of BTCC clearing member original margin; the BTCC
reviews this print-out on a daily basis. The BTCC estimates that, on
the average, LOCs constitute approximately 5 percent of original
margin payments of BTCC members.

Futures clearing organizations also have taken steps to reduce the
likelihood of excessive concentrations of LOCs issued by a single
issuing bank.

A customer may deposit as margin funds with an FCM cash, securities
or any other property which the FCM will accept. Generally, only
highly liquid assets such as government debt instruments will be
accepted. However, in 1992 the CFTC approved CME rules that
permit shares of mutual funds to be deposited both with the clearing
house and with clearing members as margin. The CFTC also has
approved a CME rule proposal that would permit the CME Clearing
House to accept equity securities only to meet a clearing members'
"reserve" performance bond requirement.

When a customer wishes to effect new securities transactions in a
margin account, the customer must deposit margin in cash and / or
securities in the account. The collateral deposited must be at least the
greater of: (1) the amount specified in Regulation T; (2) the amount
specified in SRO rules; or (3) an amount specified by the SRO from
time to time. OCC accepts cash, government securities, letters of
credit, and valued securities (certain common stocks) to satisfy margin
requirements. OCC values all securities based on closing market
prices and deducts a percentage from that value to reflect market price
volatility.
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No margin is required in respect of a stock index option contract
carried short in a customer's account where the customer has delivered
to his broker-dealer a Market Index Option Escrow Receipt ("MIOER").
The collateral permitted to underlie a MIOER may be: (1) cash;

(2) cash equivalents; (3) one or more qualified securities; or (4) a
combination of the foregoing.

MIOERs are issued by banks and trust companies approved by OCC.
MIOERs can be submitted by OCC clearing members to cover short
call positions in broad-based stock index options held in a clearing
member customer's account in lieu of margin. Banks issuing MIOERs
are required under OCC rules to, among other things, certify that the
deposited collateral for the MIOER is of sufficient market value.

The clearing house / exchange determines the type of collateral that it
will accept from its member firms to cover margin requirements. Apart
from cash, the types of collateral commonly used are bank guarantees,
securities and government debt instruments. There are no restrictions
on the types of collateral a firm may accept from customers. However,
a firm is subject to financial supervision rules; accordingly, the type of
collateral accepted will affect its regulatory financial resources
requirements.

On the French MATIF, assets obtained by the clearing house from the
clearing members to satisfy their margin requirements are cash (FRE,
ITL, ECU, USD, DEM) and French Treasury bills.

Assets admitted from the clients to satisfy their margin requirements
can also be unit trust shares (SICAV, FCP), CDs, Treasury bills and
cash. Specific haircuts are applied to these assets.

On the MONEP, assets admitted by the SBF from the clearing members
(brokerage firms and credit firms) are cash and French Treasury bills.
Assets admitted from non-clearing members are cash, French Treasury
bills and underlying stocks deposited at the intermediary through
whom the orders are transmitted. The intermediaries who do not have
any securities account in a brokerage firm have to cover their position
only with cash and French Treasury bills.

Permitted collateral in Japan includes government securities,
municipal bonds, straight bond, listed stocks, OTC stock, etc.
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In Australia, on the SFE, calls for margins must be satisfied by
payment unless the Floor Member or Associate Member agrees to
accept and receive approved securities. The following is the list of
approved securities as specified in Schedule One of the SFE Arts &
By-Laws:

- Registered mortgages of real property;

- Stock mortgage;

- Wool lien;

- A guarantee on favor in the Member issued by an
Australian trading bank or a member of the Australian
Merchant Banker Association (provided that neither is the
client) or such other guarantee as may be approved by the
Committee for Inspection and Audit;

- Guarantee issued by a Member of the National Council of
Wool selling brokers for a client;

- Shares or debentures listed on any prescribed Stock
Exchange in Australia held under a letter of hypothecation;

- Government securities;

- Taken options but only for opposite traded futures
contracts for the same month of delivery;

- Gold bearing an approved assay mark and gold coins;

- Silver bearing an approved assay mark;

- Bank accepted Bills of Exchange;

- Such other credit facility as may be approved by the
Committee for Inspection and Audit from time to time.

CDCC rules provide that margin may be deposited in the form of cash,
government securities, letters of credit, bankers acceptances, valued
securities and such other forms of margin that CDCC may from time to
time accept. CDCC rules detail the value that will be ascribed to the
particular form of margin. For example, valued securities will be
marked to market daily and 50% of the daily value will be applied
against the total margin required against all accounts.

Clearing members' margins must be in the form of cash, government
securities maturing in less than one year of their deposit, letters of
credit, bankers' acceptances and valued securities ( any security, other
than a debt security, listed on an exchange whose trades are
guaranteed and 7 or cleared by Canadian Derivatives Clearing
Corporation ). CDCC may from time to time accept other forms of
margin deposit in accordance with its operating policies then in effect.
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HKCC's rules allow initial margin in the form of cash, bank
guarantees, and Exchange Fund Bills and Notes.

SEOCH may accept as margin collateral cash, letters of credit, bank

guarantees, bankers’ drafts, bank cashiers’ orders, securities and other
property as may from time to time be designated by SEOCH.

Margins can be settled through the following securities:

SECURITIES VALUE OR PRICE
CASH (CHILEAN PESOS) 100%
GOLD daily price informed by the
Chilean Central Bank.
DOLLARS daily market price.

TERM DEPOSITS IN PESOS discounted by market interest
rate, informed by the Chilean
Central Bank.

FIXED-RATE SECURITIES market price, but never over
100% of the securities par value.

MUTUAL FUNDS SHARES daily value informed by the
mutual fund.

STOCKS 80%

Collateral permitted by OM is divided between such collateral which
is accepted for a customer in relation to a securities firm and such
collateral which is accepted for a customer or a securities firm relative
to the clearing function. In addition to this collateral OM has edited a
list of variables valid for closing contracts of different instruments.

Cover provided to the Clearing House may only take the form of cash.

Cover provided to dealers of the New Zealand Futures and Options
Exchange by clients may take the form of the following:

(i) bank guarantee;
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(i) shares or debentures listed on the New Zealand Stock Exchange
that are approved by the Business Conduct Committee of the
New Zealand Futures and Options Exchange;

(iii) government and local authority securities;

(iv) gold and silver bearing an approved assay mark.

Clearing members may deposit initial margin in cash and 7 or Italian
Treasury bonds; the CCG determines the types of bonds deliverable,
the minimum amount admitted and the haircut applied. The variation
margin is due in the form of cash.

Royal Decree 1814/1991 establishes the following types of collateral
that will be acceptable from the members to cover margin
requirements:

- call deposits or other assets, enjoying low risk and high liquidity
held at an institution other than the operating member;

- the assignation or pledging of securities;

- any other means which, in the judgment of the CNMV, may
provide adequate and sufficiently liquid cover against default or
other risk.

It states, however, that bank guarantees or credits granted by market
members to their clients or those granted to such members by entities
belonging to the same group may not be considered as sufficient
guarantee.

According to these provisions, Rules and Regulations of each exchange
determine the specific collateral accepted as margin. Only cash and
Spanish Government debt are indeed accepted. In the event that
margins are deposited in cash, the custodian clearing member is
responsible for the investment in daily repurchase agreements, being
interest payable to the member.

Each exchange allows margin in forms other than cash.

Every Exchange Member has to maintain collateral on each trading
day to cover its contractual obligations in the amount prescribed by
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the Deutsche Bérse AG. The Member may provide such collateral
either in cash or in securities acceptable to the Deutsche Borse AG.

- Collateral in Cash:

Collateral in cash is provided by the Clearing Member timely
instructing the Land Central Bank to honour the transfer
instructions (Lastschriften) received from the DTB with respect to
its Land Central Bank account and to transfer the amounts in
guestion to the Land Central Bank account of the DTB.

- Collateral in Securities:

Collateral in securities must be deposited by each Clearing
Member in the Clearing Institution's pledged securities account
at the Deutscher Kassenverein AG (DKYV). For this purpose, the
Clearing Institution grants a lien in favor of the Deutsche

Borse AG on all securities deposited in its pledged securities
account through an appropriate pledge agreement. The Clearing
Institution notifies the DKV of the execution of such a pledge
agreement. The securities are deposited by the Clearing Member
timely instructing the DKV to transfer the securities to its pledge
account at the DKV. The DKV then informs the Deutsche

Borse AG of such transfer. Clearing Members may, until

30 minutes prior to the end of the last post-trading period of any
trading day, request that the Deutsche Borse AG release pledged
securities. If compliance with such a request would render the
remaining collateral inadequate for the next trading day, the
Deutsche Borse AG will only notify the DKV that it approves of
such release upon provision of cash to the amount of the shortfall
by 9:45 a.m. of the next trading day. The Deutsche Bérse AG
determines which securities it will accept as collateral and the
pledge value of such securities.

: ' | o  Excl

Collateral may be provided in the form of cash, securities eligible as
collateral for lombard loans of the Deutsche Bundesbank or in any
other form acceptable to the Lombardkasse. Debt securities may be
counted at up to 90%, and equities up to 75%, of their market values.

MFCC’s rules allow initial margins in forms other than cash. Currently,
bank guarantees are accepted as collaterals.

In relation to MDCH, clearing members are permitted to pledge
approved collaterals with MDCH for the purpose of covering margin
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requirements, lodgements for security deposits and contributions to the
clearing fund. MDCH has approved as acceptable collateral, Irrevocable
Standby Letters Of Credit (“ILOC”) issued by the local Tier-1
commercial banks. The minimum amount of ILOC that may be issued
to the clearing house is MYR 100 000.

There is no rule relating to collateral, and all payments and
disbursements are expected to be made in the domestic currency.

(d) Frequency of Settlement and Collection

The CFTC has no specific rules regarding frequency of settlement and
collection of margin. However, firms are required to take a capital
charge with respect to customer accounts which remain
undermargined for 3 consecutive days.

The clearing houses conduct settlement and margin collection at least
once a day. In general, margins are collected from clearing members
prior to the beginning of the trading day. The BTCC and the CME
receive bank confirmations by 6:40 a.m.

The BTCC and the CME conduct routine intra-day pay and collects.
COMEX and NYMEX have similar rules.

In general, Regulation T requires initial margin to be deposited within
five business days after a margin transaction is executed. The required
margin level in a customer's account is marked-to-market daily. If the
amount of margin on deposit in a customer's account falls below the
maintenance level established by SRO rules, a broker-dealer must
require a customer to make additional deposits as promptly as
possible, and in any event within fifteen business days from the date
such deficiency occurs. However, such deficiency will affect a
broker-dealer's net-capital requirements if its customer does not make
additional deposits within five business days.

OCC conducts a daily netting of settlement with its members, which

includes when necessary, the collection of margin. Intra-day margin
calls are made on an infrequent basis and only when there is extreme
intra-day market volatility.
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Exchange and clearing house rules may vary with respect to specific
provisions regarding settlement and collection. The settlement price
which is calculated daily by the Exchanges (but which does not have to
be accepted by the clearing house) is used as the reference for purposes
of determining margin calls. Amounts which are owed to the clearing
house are immediately due and payable in accordance with the terms
of the arrangements established between the clearing member firm and
the clearing house.

As between firms and customers, SFA's CBRs establish that segregated
customer accounts must be fully margined, either by the customer or
by loan from the firm, on a daily basis and firms must cover, forthwith,
any shortfall with their own funds.

Firms generally must close out segregated customers' positions after
five days in the event of a failure to pay margin calls. The CBRs do not
preclude the granting of credit.

In France, margins are collected daily on the financial futures market
and on the MONEP.

On the commodities markets, margins are called on a daily basis.
Positive variation margins are not credited to traders' accounts on a
daily basis but only at the end of the contract. These margins are
potential profits but the trader can always realize them by a
simultaneous purchase and sale (opération d'achéte-vendu).

In Japan customer margins are collected on the 37 day counting from
the date of contract, and margins for members are collected on the
4™ day.

The Clearing House requires all initial margins to be made by cash
payment by 10.30 a.m. on the business day following the trade, or as
otherwise determined by the Clearing House. Where a call is made for
initial or variation margin, the Full or Associate Member shall stipulate
the time for payment and unless stipulated, payment shall be within
24 hours of the call (SFE G By-law 4 (a)). No Member shall provide
credit or cover for a client or Local Member beyond that period

(SFE By-law 2 (a) (iv), (b) (iv) & G4).
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Where a client is in default by failing to pay a call (or lodge approved
securities in lieu thereof) a Floor Member or Associate Member shall
have the right to close out all or any existing futures positions in any
market held by the Member on account of the client or Local Member
without further notice.

See I1.LA.2 (d) and 3 (b) above.

The clearing house establishes minimum initial and maintenance
margin level for all products traded through its facility by its clearing
members. On or before settlement time on each business day, each
clearing member is obligated to pay to the clearing house, by certified
cheque or irrevocable funds transfer, the amount of any net daily
settlement in an account shown to be due to the corporation.

See I1.LA.2. (d) above. HKCC adjusts open Contracts at least once daily
in order to establish the amount of variation adjustment payment each
day by or to HKCC members. If in the opinion of HKCC sudden
fluctuations of any market operated by HKFE are apparent, HKCC
may, during any business day, call for additional margin. Additional
margin is payable within one hour of demand by HKCC.

After the close of stock options trading each day, SEOCH values all
open position (as well as pending stock positions arising from the
exercise and assignment activity of its members) with the settlement
prices of each open series. It will then assess a margin requirement
based on this valuation and the TIMS methodology. SEOCH collects
this mark-to-market margin on a daily basis but is also empowered to
collect margin on a intra-day basis (payment in one hour) if market
prices move significantly intra-day.

In Chile, members of the exchange as well as clients are informed daily
of margins and daily variations.

No later than on the fifth day after the transaction day.

- 178 -



The Clearing House settles Dealers contracts to market daily. Dealers
must lodge sufficient cover with the Clearing House to meet any
shortage by 12:30 p.m. on the day a call is made. The Clearing House
may require settlement of debit balances in clearing accounts on the
first Business Day of each month and at such other times as may be
determined by the Clearing House.

Payment of initial and variation margins must be effected within
9:00 a.m. of the day following the transaction day. Clearing members
have to collect margins from their customers prior to order execution.

The exchanges conduct settlement and margin collection at least once a
day. In general, margins have to be supplied before the beginning of
the session on the business day following the date on which the
obligation arose.

The CNV has no specific rules regarding frequency of settlement and
collection of margins. The clearing houses conduct settlement and
margin collection at least daily. Exchanges conduct routine intra-day
payment and collections. Brokers are informed daily of margins and
daily variations.

The Deutsche Borse AG calculates the amount of the collateral after the
post-trading period on each trading day. If the collateral already
provided is insufficient to provide the cover required for the next
trading day, the shortfall must have been transferred by 9:45 a.m. of
the next trading day to the Deutsche Bérse AG's Land Central Bank
account. Each Exchange Participant is required to provide the
collateral calculated for him in cash or securities in a timely manner.

: ' | o K Excl

Accounts are marked to market at the middle and end of each month
to determine whether a guarantee risk exists and collateral has

therefore to be provided to the Lombardkasse. When there are sharp
price fluctuations, accounts may be market to market on a daily basis.
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All open positions are valued daily against a settlement price
determined by the clearing houses and the resulting profits and losses
are immediately posted to the accounts of the clearing members. In
respect of MFCC, if the amount of margins on deposit in a client’s
account is insufficient to provide the cover required for the next trading
day, the shortfall must be paid by 11:00 a.m. on the next trading day. In
respect of MDCH, amounts due from members are required to be paid
by the respective clearing member in cash before the start of trading on
the next business day.

Margin Payments

Initial margin shall be paid in an amount determined in the manner
decided by the risk management committee:

- by a member or his client with respect to an aggregate position
whenever the risk of loss, as determined by the clearing house on
a basis decided by the risk management committee, of the
member’s or client’s aggregate position increase; or

- to a member or a client whenever such risk of loss decreases.

Variation margin shall be paid to or by a member or client in whose
name a position in an exchange contract is registered as the result of
the marking-to-market of a position in terms of Rule 8.5 or the closing
out of a position or part thereof as contemplated in Rule 8.4.2 or the
closing out of a position as contemplated in Rule 8.4.3.

Settlement Procedures

With respect to his proprietary positions, the positions of his clients,
the positions of the non-clearing members with whom he has entered
into clearing agreements and the positions of the clients of such
non-clearing members, the clearing member shall pay to or receive
from, the clearing house the net amount of:

- subject to Rule 9.2.1, the sum of the initial margin referred to in
Rule 8.6.1;

- the sum of the variation margin referred to in Rule 8.6.2;

- any interest payable in terms of Rule 8.7.1; and

- the fees referred to in Rule 8.8.1.

An amount due from a clearing member in terms of Rule 8.9.1 shall be
paid to the clearing house not later than 12:00 on the business day
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following the day on which such payment accrued or such other time
as the executive officer may in his sole discretion determine.

With respect to any proprietary position, the position of any of his
clients, the position of a non-clearing member with whom he has
entered into a clearing agreement and the position of a client of such
non-clearing member whom the executive officer has
marked-to-market in terms of Rule 8.5.2, the clearing member shall
pay to the clearing house the amount of variation margin as
contemplated in Rule 8.6.2 at the time stipulated by the executive
officer when the clearing member is notified by him of the
mark-to-market.

With respect to his proprietary positions, and the positions of his
clients, a non-clearing member shall pay to or receive from the
clearing member the net amount of:

- subject to Rule 9.2.2, and read together with Rule 8.6.3.1, the initial
margin referred to in Rule 8.6.1;

- the variation margin referred to in Rule 8.6.2;

- any interest payable in terms of Rule 8.7.2; and

- the fees referred to in Rule 8.8.2.

An amount due to or from a clearing member in terms of Rule 8.9.4
shall be paid not later than 12:00 on the business day following the
day on which such payment accrued, or at such other time as the
non-clearing member and the clearing member have specifically
agreed upon with respect to a particular payment.

With respect to any proprietary position or the position of any of his
clients, which, the executive officer has marked-to-market in terms of
Rule 8.5.2, the non-clearing member shall pay to the clearing member
the amount of variation margin as contemplated in Rule 8.6.2 by the
time referred to in Rule 8.9.3, as stipulated by the executive officer and
as notified to the non-clearing member by the clearing member, and
no relaxation shall be given to a non-clearing member without the
prior approval of the executive officer.

Subject to Rule 9.3.1, with respect to his positions a client shall pay to
or receive from the broking member with whom he traded to open
such positions the net amount of:

- the total of the initial margin referred to in Rule 8.6.1 for all its
aggregate positions read together with Rule 8.6.3.2, provided that
any amount so due from the resident client shall be off-set against
any retained margin referred to in Rule 8.6.4.

- the variation margin referred to in Rule 8.6.2;

- any interest payable in terms of Rule 8.7.3; and

- the fees referred to in Rule 8.8.3.
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Financial Compliance Programs

(a) Continuous Surveillance

The CEA and regulations thereunder mandate CFTC protection of
funds committed by the public to commodity futures and options
trading. This is accomplished primarily through rules regarding
segregation and minimum capitalization requirements. Enforcement
of these rules is done through a program of CFTC oversight of

SRO financial surveillance programs.

The surveillance program should include procedures for assessing
adverse trends in the financial condition of members and assessment
of the markets which could affect the condition of and pose potential
financial risks to its members. This includes daily analysis of the effect
of market price movements on firm capital, review of clearing house
pay and collect data and intensified surveillance of firms considered
high risk (such as daily calls for segregation and net capital data).
Ongoing surveillance should include thorough reviews of all financial
reports filed by member-FCMs and member-IBs and any follow-up
work required as a result of the review.

Statutory authority in the FTPA of 1992 permits the CFTC to require
futures commission merchants to: (1) provide reports to the CFTC
regarding the activities of affiliated persons that are reasonably likely
to affect materially the financial or operational condition of such
entities; and (2) obtain certain information and make and keep certain
records concerning their policies, procedures or systems for
monitoring and controlling financial and operational risks to them
resulting from the activities of affiliated persons.

The CFTC issued final risk assessment rules concerning the
maintenance and filing of organizational charts, risk assessment
policies procedures and systems, consolidated and consolidating
financial statements and trigger events relating to events occurring at
the FCM. 59 Eed_Reg. 66674 (December 28, 1994). Subsequently, the
CFTC issued final rules to ensure that all FCMs (rather than just those
FCMs subject to the risk assessment reporting requirements of

Rule 1.15), report reductions in net capital. Additionally, the rules
require reporting of a margin call that exceeds an FCM's excess
adjusted net capital which remains unanswered on the next business
day and requires reporting by an FCM whenever its excess adjusted
net capital is less than six percent of the maintenance margin required
to support non-customer positions carried by the FCM, unless the
non-customer is itself subject to minimum financial requirements of
the CFTC for an FCM or those of the SEC for a securities B/D. 61 Eed.
Reg. 19177 (May 1%, 1996).
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The CFTC is authorized to bring criminal, civil and injunctive
proceedings in federal courts, or administrative proceedings before the
CFTC's administrative law judges against persons who violate the
CEA or CFTC rules.

The Commission's regulatory scheme is an oversight structure, iLe., the
primary regulatory responsibility lies with the self-regulatory
organizations ("SROs") under the supervision of the Commission.
Each SRO monitors broker-dealer compliance with the financial
responsibility rules by reviewing the reports and notices filed by, and
by conducting periodic on-site inspections of, the broker-dealers for
which the SRO is the designated examining authority. (These filings
are discussed at 4 (b) and 7 (a) below.) In turn, the Commission
supervises the SRO through periodic on-site inspections to ensure that
the SRO is providing adequate supervision of the broker-dealers for
which the SRO is the designated examining authority.

OCC's continuous monitoring of its members provides OCC with
protection against the risk of loss in the event of member default or
insolvency. OCC's membership standards are designed to assure OCC
that its members have sufficient financial wherewithal to be an

OCC member. OCC requires each member to file an annual audited
financial report and monthly unaudited financial reports and to notify
OCC if certain financial parameters are broken. OCC performs
financial surveillance activities designed to identify clearing members
whose financial or operational condition has been deteriorating and
identify options related positions that pose unwarranted levels of risk
to the clearing member and OCC. Based upon the information
gathered, OCC may require more frequent reporting, higher margin
levels or some other action by the clearing member.

In the context of Financial Compliance, there are no minima imposed
in respect of financial resources for RIEs and RCHs. They must ensure
that they have financial resources sufficient for the proper performance
of their functions.

In respect of this and other Schedule 4 requirements, the recognising
body (SIB) must be satisfied that they are met. Under the Notification
Regulations, these bodies must submit to SIB their quarterly
management accounts, annual audited report and accounts, and
annual budget.

ROIEs and ROCHSs must be subject to supervision, in the country in

which their head offices are situated, which is such that UK investors
are afforded protection at least equivalent to that provided by the FSA
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in relation to RIEs (FSA, s. 40 (2)). Reliance is, therefore, placed on the
overseas supervisors to ensure that all of the components of the
regulatory regime in that jurisdiction, including the adequacy of
financial resources to perform ROIE or ROCH functions, are addressed
and where requirements are imposed, that these are respected.

Clearing firms are required to submit monthly financial returns to SIB
(or the relevant SRO), non-clearing firms submit financial returns on a
guarterly basis. All firms submit annual audited reports. The
information is analysed and trends or unusual items are identified; if
there is concern, a visit to the firm will be undertaken. Firms also
provide information regarding commission / equity ratios and the
amount of segregated funds which are held. This information is
gathered for purposes of, inter alia, identifying indications of churning
or other improprieties.

Where it appears to the relevant regulator that an authorised person is
not a fit and proper person to carry on the investment business which
he is undertaking, or proposing to undertake, he may withdraw or
suspend authorisation (FSA, s. 28 (1) (a)). Authorisation may also be
withdrawn or suspended in circumstances where, inter alia the rules
and 7 or regulations of SIB or the SRO, as the case may be, have been
contravened (FSA, s. 28 (1) (b)).

In France, Financial Compliance programs have been made up by the
clearing houses, which have a risk exposure vis-a-vis any failure of a
market member.

MATIF S.A.'s risk management Department centralizes all open
positions of all the clients and intermediaries. To achieve this purpose,
the market members have to communicate to MATIF S.A. the name of
all account holders. MATIF knows all the open positions of a client
even if the client holds different accounts by different intermediaries.

The risk management Department monitors all traders and firms for
compliance with the prudential rules. A score system facilitates the
detection of any "high risk" situation which could threaten the firm's
solvency.

In the case of high losses by a customer, MATIF S.A. immediately
informs the customer's member. The latter also receives a monthly
summarized report on its risk exposure.

MATIF S.A. is also in charge of the market surveillance on
commodities market.
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Every securities company is required to prepare a regular report for
each month, and a business report for each business year. The
monthly report shows the state of the firms business operation and
property, and it must be submitted to the Securities Bureau of the
Ministry of Finance.

The annual business report contains not only the state of the business
operation and property of the firm but contains its state of income and
outgo.

The exchanges are responsible, as co-regulators, for the monitoring of
their members' financial compliance. For example the
SFE's Department of Surveillance and Compliance requires:

- statements of NTA and client funds to be lodged with SFE
monthly; and

- detailed quarterly statements to be lodged on a monthly basis
where NTA is less than 150% of minimum NTA requirement.

Members must maintain such accounting records as correctly record
and explain the transactions and financial position of the Member,
Records are subject to random SFE inspection and external accountants
appointed by the exchange.

However, on an annual basis the exchange must provide to the ASC its
pro forma financial condition form for all of its members.

The ASC has no oversight responsibility but it does have ultimate
power as, pursuant to s. 1140 of the CL, the ASC may request the
Court to order that rules of the exchanges, clearing house or futures
association be enforced or be given effect.

Continuous surveillance is carried out by the TFE and the Investment
Dealers Association of Canada (the "IDA") which, like the TFE, has
been recognized by the OSC as an SRO under the CFA.

Panel auditors appointed by a dealer are required to make an
examination of the financial affairs of the dealer and its related
corporations.

The TFE and the IDA may require any panel auditor to make a special
examination of the affairs of a dealer, report upon the whole or any
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aspect of the business or affairs of a dealer or to regulate and generally
supervise the operations of any member.

CDCC may also require its auditor to examine the affairs of a clearing
member.

The CVMQ has the power to make an inspection of the affairs of a
self-regulatory organization (the exchange and the clearing house) to
ascertain the extent to which it complies with the provision of the
Securities Act, the regulations and the policy statements, and the
manner in which it exercises the powers delegated to it. The CVMQ
has also the power to make an inspection of the affairs of a registered
broker / dealer or adviser in order to ascertain the extent to which he
complies with the Act, the regulation and the policy statements.

SEHK and HKFE have a full range of procedures in place to ensure
compliance with their rules and regulations. The compliance systems
focus on, among other things, minimum capital requirements,
appropriate segregation of customer funds, and compliance with
collecting customer margins. The respective exchanges’ Compliance
Departments determine whether firms are in compliance by
conducting a series of on-site audits of members on a routine basis.
SEHK and HKFE rules also permit their respective Compliance
Departments to conduct surprise audits. Both systems employ on-line
updates on an intra-day basis to members’ positions and risk
exposures. SEOCH and HKCC and their own surveillance staff, but
rely primarily on the Compliance Departments of the exchanges.

A firm must at all times have available the financial resources required
by the SVS. Capital requirements are based on the risk level of the
firm's operations.

Reporting:

i Financial statement and notes, on a quarterly basis. Once a year,
they must be reviewed by external auditors.

ii.  Intermediaries must inform all their transactions, on a daily
basis.

iii.  Other reports on capital adequacy are provided monthly by the
intermediaries.

The SVS may at any moment direct an audit or investigation to be

made in respect of the business or transactions of any firm under its
surveillance.
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The Stockholm (Sth) Stock Exchange, the VPC and the futures and
options exchange OM is by law under the surveillance by the FSA.
Investigations can be done by the FSA whenever needed. At the Sth
Stock Exchange there is a special market monitoring department
continually surveilling the trade.

At OM there is one person, so-called trade controller, watching the
daily trade. This person is employed by the Swedish Securities Dealers
Association.

The primary regulatory responsibility for compliance and surveillance
lies with NZFOE as the only current authorised futures exchange.
NZFOE is required to report to the Securities Commission.

The Futures Industry (Client Funds) Regulations 1990 provide for
annual audit by an auditor of all client records, with examination of
client records for the purposes of the annual audit being carried out
quarterly.

Legislative Decree no.415/96 provides that the supervision of
investment firms and banks dealing in securities shall be carried out by
Consob for matters regarding orderly market functioning, transparency
and conduct of business rules and by the Bank of Italy for matters
regarding financial stability. The purpose of this supervision is to
ensure transparent and correct behaviour and sound and prudent
management of the persons subject to supervision.  Moreover,
protection of investors and stability, competitiveness and proper
functioning of the financial system should be ensured. Consob and the
Bank of Italy may:

a) require authorized persons to communicate data and information
periodically or an ad hoc basis;

b) undertake periodic and special inspections using officials enabled to
require the exhibition of all documents and instruments they deem
necessary for the performance of their duties.

Financial compliance programs are conducted by the CNMV at three
different levels. The first one consists on the analysis of monthly
information sent by market intermediaries. That information includes
financial statements (balance sheet, profit and loss and supplementary
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statements), detail of investments and financing, portfolio inventory
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and positions and fulfillment of financial risk ratios. Those
surveillance activities are completed with routine periodical visits to
market intermediaries.

At this level, the compliance on a daily basis with legal solvency and
liquidity ratios and risk concentration limits has special significance.

On a second level, emphasis is placed on the annual audited reports
and financial statements that intermediaries are required to submit to
the CNMV at the end of each year.

The third level of control deals with the analysis of market trends and
the detection of anomalous or potentially high risk situations which
could negatively affect the firms' financial condition. The
accomplishment of these investigations often requests further
information collection and on-site visits to the firms involved.

Furthermore, the CNMV conducts discretionary investigations
prompted either by customer complaints or by information provided
by the exchange or the member itself concerning any significant
modification in the financial position of a member. Such an event has
to be notified immediately by the members to the CNMV or the
relevant regulatory agency, as well as to the exchange (which in turn
will inform the CNMV).

The Commission's regulatory scheme is an oversight structure where
the primary regulatory responsibility lies with the exchanges that are
authorized as self regulatory organizations (SRO). Each exchange
monitors its members-brokers' compliance with their networth by
reviewing the reports and notices filled by them and by conducting
periodic on-site inspections. Also, the Commission supervises the
exchanges through periodic on-site inspections to ensure that the SRO
is providing adequate supervision of its members-brokers.

DTB

Under the DTB Rules and Regulations, the Exchange Management
Board of the DTB is responsible for monitoring (and having examined
and / or audited) compliance with all laws, regulations, terms and
conditions and other rules governing trading on the Exchange. For
this purpose, it may at any time request any relevant information and
evidence to be provided and review, either itself or through an auditor
appointed by it, any or all business activities of any Exchange
Participant. As part of such monitoring the Exchange Management
Board must also satisfy itself that the conditions for admission have

- 189 -



been complied with. Furthermore, the Board of Governors must
monitor compliance with any position limits it may have set pursuant
to § 8 ¢ of the Exchange Act in conjunction with the DTB Rules and
Regulations. At present, it has used its power to set position limits for
stock options.

To the extent that Exchange Members of the DTB are banks, they are in
addition, subject to ongoing bank supervision as provided for in the
Banking Act.

: ' | o  Excl

The Rules and Regulations of the Frankfurt Stock Exchange likewise
provide that the Exchange Management Board must monitor
compliance with the laws, regulations and terms and conditions
governing the Stock Exchange. To the extent that the Participants
admitted to options trading have been admitted as brokers on the
Frankfurt Stock Exchange, the Exchange Management Board may,
pursuant to Section 8a (4) of the Exchange Act in conjunction with the
Rules and Regulations of the Frankfurt Stock Exchange, limit
commitments arising from principal transactions to a multiple of the
collateral provided. See I11.A.1 (d) above. Monitoring the collateral to
be provided as well as compliance with the limits, if any set for
principal transactions, is the responsibility of the market supervision
unit (Handelstiberwachungsstelle / HUST).

Brokers admitted to options trading are, moreover, pursuant to
Section 8a of the Exchange Act, subject to supervision by the Exchange
Supervisory Authority; such supervision includes both floor and
off-the-floor trading. The Exchange Supervisory Authority may, in
particular, issue requirements for the keeping of books and the
preparation of records and may request information or the inspection
of data generated by trading and the brokers' operations.

Exchanges are responsible to ensure adherence by members to their
rules and regulations. They are also required to maintain a continuing
action programme of financial audit and surveillance to ensure
compliance with the rules, and to maintain the financial integrity of the
members.

The exchanges conduct:
» daily market surveillance of the markets they operate;

» surveillance of trading activities of members;
» periodic audits of members; and
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* investigations into breaches of their business rules and undertake
enforcement action. Where their investigations also reveal breaches
of the FIA, the matter is referred to the Commission.

In the case of the MDCH, it is directly responsible for the supervision of
the financial integrity of the markets for which it provides clearing
facilities and conducts periodic financial audits of its members to ensure
compliance with capital and other financial requirements. KLOFFE,
MME and MDCH have also in place a joint audit arrangement for
brokers which are common members. Under this arrangement, a lead
SRO is appointed to audit particular brokers on the basis of a
standardised audit checklist.

MFCC does not conduct financial audits on its members since the
members are already subjected to the financial and surveillance
programme of KLCE. However, it monitors its clearing members’
financial strength to ensure that they will be able to fulfill their
obligations to the clearing house.

This is achieved to a large degree by the surveillance systems built into
the ATS. In terms of the Capital adequacy requirements, a member
must comply on a continuous basis.

(b) Periodic Audits (by Regulatory and Self-Regulatory
Organizations and / or by 39 Party Experts)

Rule 1.52 (c) allows an SRO to delegate audit and financial surveillance
responsibility to a DSRO for any member-FCM which is a member of
more than one SRO.

Under the rule, commodity exchanges may establish joint audit plans
pursuant to which a single exchange may become the DSRO
responsible for auditing the financial compliance of an FCM which is a
member of more than one exchange. The Joint Audit Committee
consists of representatives of all U.S. SROs established to coordinate
audit and financial surveillance plans, policies and procedures,
particularly with respect to FCMs that are members of more than one
U.S. SRO. An FCM's DSRO must monitor and audit compliance with
the minimum financial and related reporting requirements for that
FCM and receive from the FCM the financial reports necessitated by
the minimum financial and related reporting requirements.
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Generally an SRO must conduct full scope audits of FCMs for which it
is the DSRO once every two years, and a limited scope recordkeeping
examination during the year a full scope examination is not conducted.
Audits must be started within two months of the "as of" date of the
financial report being audited. Preliminary audit work is done on a
surprise basis to assess the currency of the firm's recordkeeping and to
assist in the scope-setting process.

The Division of Trading and Markets conducts periodic reviews of an
SRO's programs and work product to evaluate the scheduling, quality,
and disposition of an SRO's audit of member-FCMs and on-going
surveillance work.

Compliance with the financial responsibility rules is monitored
through the SEC's FOCUS reporting system which consists of monthly,
guarterly, and annual financial reports; the annual report is audited. In
addition, each broker-dealer is subject to inspection by the SRO
designated as its examining authority for financial responsibility
purposes and by the Commission (although the Commission generally
engages only in oversight inspections).

The Commission, in its oversight role, performs periodic inspections of
OCC. In addition, OCC engages outside auditors to perform a yearly
audit of its financial condition and system of internal accounting
control, for the period since the last report, the results of which OCC
files with the Commission and makes available to its members.

Formal periodic audits of recognised bodies are not currently
undertaken by SIB but rules, procedures and systems are subject to
ongoing review. Through the Notification Regulations, and in
accordance with provisions of Memoranda of Understanding, SIB
maintains regulatory oversight of these bodies with a view to
determining continued satisfaction of recognition requirements.

In line with the recommendations put forward by Sir Andrew Large
Review (Financial Services Regulation: Making the Two Tier System
Work) in May 1993 of how SIB carries out its regulatory
responsibilities, SIB, through the Notification Regulations, requires all
recognised bodies to provide it with an annual regulatory plan. This
will include a statement of the recognised body's objectives and annual
targets against which its regulatory performance can be judged.

The frequency with which periodic audits of firms are undertaken is at
the discretion of the organization granting authorisation, i.e., either
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SIB or the relevant SRO. In practice, firms will generally be subject to
routine annual visits and may be subject to additional spot checks.

Schedule 2 to the FSA specifies that an SRO must have adequate
arrangements and resources for the effective monitoring and
enforcement of compliance with its rules and with any rules or
regulations to which its members are subject under Chapter V of Part |
of the FSA (including inter alia, Client Money Regulations (CMRs))
(FSA, Schedule 2, paragraph 4 (1)).

See I1.A.4. (a) above.

In Japan the Securities Bureau of the Ministry of Finance periodically
inspects the state of the business operations of securities companies.

The periodic audits seek to ascertain, among others, the degree of
compliance with the Securities and Exchange Law and ministerial
orders, of the documents, which are filed at the Securities Bureau of
the Ministry of Finance, furnishing information as to the method of
providing business.

The periodic audits including the examination of futures and option
transactions are usually conducted in every two to five years.

Under the CL all companies, other than exempt proprietary companies
who have elected not appoint an auditor, must be audited annually.

A futures broker (other than an Australian bank) must appoint an
auditor to audit the broker's accounts (s. 1215 (1) CL). Pursuant to
s. 1221 of the CL, the auditor is under a statutory obligation to report
to the ASC within 7 days of becoming aware of any matter which:

- has adversely affected, is adversely affecting or may adversely
affect the ability of the futures broker to meet the broker's
obligations as a broker;

- constitutes or may constitute a contravention of the segregated
account provisions; or

- constitutes or may constitute a breach of a condition of a licence
issued to the futures brokers.
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Futures exchanges are under a similar obligation to report to the ASC
any of the above matters of which they are aware and in addition any
matter which constitutes a failure to make contributions to a fidelity
fund.

A futures broker (other than an Australian bank) must submit on a
yearly basis a profit and loss account and balance sheet together with
an auditor’s report (s. 1218 (2) CL).

The SFE has appointed a Committee for Inspection and Audit (CIA).
SFE Art. B.1 provides that the CIA is responsible for:

- investigating all allegations of misconduct or breach of Business
Rules;

- authorising random inspections and audits of records and
procedures maintained by Floor, Associate and Local Members
and by the Clearing House on behalf of Members, in particular
for ascertaining whether deposits and margins are being paid or
cover provided within the minimum time necessary; and

- ensuring that Members lodge with it statements of net tangible
assets, liquid assets and secured creditors on the due dates (and
verifying such where believed necessary).

The CIA receives a statement of net tangible assets, liquid assets and
secured creditors and a summary of net tangible assets, including
client funds in a form approved by that Committee on a quarterly
basis.

The ASC conducts periodic reviews of SFE supervision of markets and
members.

Periodic audits are carried out by auditors appointed by the TFE and
the IDA and approved by the OSC.

See 11.A 4. (a).

HKFE and SEHK rules require all members to submit audited annual
accounts and monthly financial returns. Annual accounts must be
accompanied by the auditors’ declarations that the members
concerned have complied with the SFC’s financial resources rules.
HKFE and SEHK conduct routine on-site inspections of their members
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and visit each member approximately once every two years. In
addition, the SFC inspects approximately 5% of HKFE and
SEHK members each year.

Non-exchange member dealers must file annual audited accounts and
guarterly financial returns with the SFC. The SFC inspects each such
dealer approximately once every three years.

Periodic Audits

There are three types of audits, both for the clearinghouse and for the
brokers:

1) Audits realized by the SVS.
2) Audits realized by the exchange.
3) Audits realized by external auditors.

There are auditors appointed by FSA to all such institutes. This way of
auditing is now taken into consideration.

The Exchange's Business Conduct Committee has responsibility for
investigating all allegations of misconduct or breach of the Exchange's
rules, ensuring that an investigation work programme is designed to
ascertain whether Dealers are complying with all the provisions of the
Rules and of the law, and authorising regular and random inspections
and investigations of records and procedures maintained by Dealers
and by the Clearing House on behalf of Dealers, and ensuring that the
investigation work programme is followed.

See [1.A.4 (a) above.

As mentioned in 11.A.4 (a) above, the CNMV conducts full scope
periodical visits to market intermediaries.

In addition, both the exchanges and their members must to be audited

annually by third party experts. The audited annual accounts and
reports have to be submitted for examination to the CNMV.
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There are three types of periodic audits both for exchanges or
members-brokers:

1) audits realized by the CNV;,
2) audits realized by the exchanges;
3) audits realized by external auditors.

The Exchange Members of the DTB and the Participants in options
trading on the Frankfurt Stock Exchange are not subject to any formal
periodic audits by the DTB or the Frankfurt Stock Exchange (compare
11.A4 (a)).

On the other hand, Exchange Members admitted as brokers must,
pursuant to Section 8a (2) of the Exchange Act, submit to the Exchange
Supervisory Authority within four months after the end of each
financial year annual accounts with an auditor's report. Moreover, at
least twice a year the Exchange Supervisory Authority has an auditor
appointed by it examine compliance with the exchange laws and
regulations and with the brokers' solvency requirements which have to
be met as a precondition for orderly trading.

Exchange Members which are credit institutions within the meaning of
Section 1 (1) of the Banking Act are subject to bank supervision
provisions.

The exchanges are audited on an annual basis by an auditor appointed
by the exchanges and approved by the Commission. The audit report is
then submitted to the Commission. The exchanges also conduct routine
audit on all of their members every year. In addition, KLOFFE reviews
adequacy of the members firms’ working capital through submission of
monthly financial statement. Likewise, KLCE requires members to file
unaudited reports on a quarterly basis to ensure that they meet the
minimum financial requirements of the exchange and the clearing
house.

Members are periodically visited for compliance audits by the SRO,
and may also be inspected by the regulator. Members are also
required to appoint auditors and submit audited financial statements
to the SRO.
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Customer Funds Protection

(a) Measures to Protect from Creditors of Carrying Intermediary
(e-g., Separate Account, Segregation, Trust Fund, Other)

8 4d (2) of the CEA and Rule 1.20 thereunder state that an FCM and
clearing organization must separately account for customer funds on
their books and records, and segregate such customer funds from their
own funds and funds of other persons. However, an FCM may pool
all customer funds in a single account which must be clearly identified
as belonging to customers. To be in compliance with the segregation
requirement, an FCM must always have in segregation, free from
claims, sufficient money to completely liquidate all commodity
accounts which would have equities if the accounts were closed out at
the market price at any point in time.

When customer funds are deposited in a bank, trust company, clearing
organizations or another FCM, Rules 1.20 (a) and (c) require that the
funds be deposited under an account name that identifies the account
as containing segregated customer funds. Those provisions also
require that the depository organization sign an acknowledgement
that it was informed that the funds deposited therein are held in
accordance with the CEA and regulations thereunder. The FCM and
clearing organization must obtain and retain in its files for the period
provided in Rule 1.31 each such acknowledgement.

The effect of the acknowledgement is that when the funds are
deposited in a bank, for example, the bank cannot exercise its
traditional right of setoff against those funds for the obligations of the
FCM or any other person nor can it recognize the assertion of any
claim, lien, or security interest against the customer funds for
obligations of other persons.

Rule 1.22 provides that an FCM may not use the funds of one customer
to purchase, margin, secure or extend the credit of any person other
than that customer. Each FCM and clearing organization which
invests customer funds must keep records of such investment in
compliance with Rule 1.27.

In contrast to funds required to be segregated under 8 4d (2) of the
CEA, the Part 30 rules which govern transactions for or on behalf of
U.S. customers on foreign markets provide for the protection of the
"secured amount,” which is defined generally in Commission

Rule 1.3 (rr) to include the initial margin required in connection with a
contract plus unrealized profits and less unrealized losses. See

CFTC Rule 30.7.
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The CFTC has issued orders which clarify the treatment of

US customer funds when transmitted by firms operating under

Rule 30.10 relief to intervening foreign depositories outside of the
Rule 30.10 firm’s home jurisdiction if authorized by the relevant
Rule 30.10 order. See 61 Fed Reg. 64985 (Decembre 10, 1996) (New
Zealand Futures Exchange), 62 Eed._Reg. 8875 (February 27, 1997), 62
Eed_Reg. 10445, 104476 and 10499 (March 7, 1997) Sydney Futures
Exchange, and The Securities and Futures Authority Limited and
IMRO in the UK). These procedures were intended to be consistent
with procedures applicable to the treatment of customer funds by
U.S. FCMs under CFTC Rule 30.7 and thereby ensure the consistent
treatment of U.S. customer funds transmitted by FCMs or Rule 30.10
firms to non-domestic depositories.

The orders provide that the firm must make reasonable inquiries and
understand prior to the initiation of a trade the conditions under
which its customers’ funds will be held at subsequent intermediaries
or clearing organizations so that it may determine whether a particular
intermediary or clearing house is a good depository for U.S. customer
funds under the Rule 30.10 orders (which essentially track the
requirements of CFTC Rule 30.7, e.g., funds must be physically
segregated from firm and proprietary positions). If the intermediary
or clearing organization cannot provide the required acknowledgment
that it will hold funds consistent with the Rule 30.10 order or if the
Rule 30.10 firm becomes aware of facts leading it to conclude that
customer funds are not being handled consistent with the
requirements of CFTC Rules or the Rule 30.10 order, then the 30.10
firm may not count funds at the intermediary or clearing organization
as meeting the secured amount requirement and instead must itself set
aside sufficient funds.

In Advisory 87-5, the CFTC clarified the procedures for recognition of
an FCM's overseas bank as a designated depository for a separate
account containing "secured amount" deposits under CFTC Rule 30.7.
Under the advisory, a bank or trust company may be recognized as a
designated depository either by automatic recognition based on rating
of debt or commercial paper or by application on a case-by-case
determination by staff.

Rule 15¢3-3 under the 34 Act protects customer funds and securities
held by the broker-dealer. A "customer" is defined for purposes of
Rule 15c3-3 as any person from whom or on whose behalf a
broker-dealer has received, acquired, or holds funds or securities for
the person's account. The term does not include, among other persons,
general partners, directors, or principal officers of the broker-dealer or
any other person who has contributed funds or property which are
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either part of the broker-dealer’s capital or subordinated to the claims
of the broker-dealer’s creditors.

Rule 15¢3-3 has two parts. The first part, the requirement that the
broker-dealer have possession or control of all fully paid and excess
margin securities of customers, is discussed at 5 (d) below.

The second part of Rule 15¢3-3 covers customer funds, and requires the
broker-dealer to make a periodic computation (in accordance with a
formula) to determine how much money it is holding which is either
customer money or money obtained from the use of customer
securities ("credits”). From that the broker-dealer subtracts the
amount of money which it is owed by customers or by other
broker-dealers relating to customer transactions ("debits"). If the
credits exceed the debits, the broker-dealer must deposit the excess in a
Special Reserve Bank Account. If the debits exceed the credits, no
deposit is necessary.

The Client Money Regulations (CMRs) apply to authorised firms,
subject to certain exceptions. Where they do apply, they apply equally
regardless of the place of incorporation or location of the firm, and
regardless of whether the business has been solicited or unsolicited.
For example, if a foreign firm is exempted from the need to be
authorised by virtue of paragraphs 26 and 27 of Schedule 1 to the FSA,
the CMRs will not apply. If the firm is authorised, the CMRs will
apply without variation, unless the firm falls into the categories of
person to whom the regulations do not apply.

The regulations are in two parts: the Financial Services (Client Money)
Regulations 1991, and the Financial Services (Client Money)
(Supplementary) Regulations 1991. The latter contain provisions
dealing with the settlement of transactions and relating to margined
transactions. With effect from December 1%, 1994 SIB designated the
Regulations, with certain exceptions (previously the regulations had
been designated for members of SFA and IMRO). IMRO has adopted
them largely unchanged, whilst SFA has made new rules, through
retaining the key concepts in the Regulations.

The purpose of the CMRs is to ensure that in the event of the
insolvency of a firm, client money is protected from the claims of
general creditors and from any right of set-off by the depository where
the money is held. To this end, an express statutory trust has been
imposed on the funds covered by the regulations (CMR 3.02), and
depositories are required to acknowledge to the firm that they have no
right of set-off over client money (CMR 2.06). "Client Money" is
defined in CMR 2.01 as money of any currency which, in the course of
carrying on investment business, a firm holds in respect of any
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investment agreement entered into, or to be entered into, with or for a
client. However, there are certain exceptions, for instance money will
not be client money where the money is immediately due and payable
to the firm for its own account, or where the money is received in
connection with transactions which are expected to settle within one
business day of the receipt of the money by the firm (CMR 2.04). But,
in the latter instance if such transactions remain unsettled at the close
of business on the third day after receipt, the money must be treated as
client money.

All authorised persons must comply with the CMRs which generally
require a firm which holds client money to ensure that the money is
held in a client bank account with an "approved bank™" either in the UK
or, with the consent of the client and subject to certain conditions,
outside the UK (CMRs, 2.05 and 2.14).

In the context of margined transactions which are effected for a
customer whose funds are segregated, funds may be withdrawn from
the client bank account and paid to an intermediate broker or to an
exchange in order to effect transactions. An intermediate broker is
defined in the Glossary to the Supplementary CMRs, as a person
through whom the firm undertakes a margined transaction. The
intermediate broker or exchange must be notified by the firm that it is
the firm's clients' money and should be credited to the firm's customer
account, as opposed to the firm's proprietary account with the
exchange (Supplementary CMR 3.04). If the broker does not
acknowledge within twenty business days that he accepts the terms of
this notification, the firm must withdraw the money from its client
transaction account.

A firm must hold funds in respect of margined transactions in one or
more margined transaction bank accounts, and operate each such
account in accordance with the supplementary CMRs (Supplementary
CMR 3.01). Funds in respect of on-exchange transactions must be
segregated separately from those for off-exchange transactions, unless
the latter transactions are part of a coordinated investment strategy
with the former on behalf of a private customer, in which case the
latter may be treated as on-exchange transactions, provided that the
firm's regulator is notified of the firm's intention to do so and has
confirmed receipt of that notification (Supplementary CMR 3.02.4).

Firms must comply with the segregation requirements for on and off-
exchange transactions. In relation to the former, the firm must ensure
that on each business day the total of:

- balance held in the firm's on-exchange client bank account; and
- the net aggregate of the firm's equity balance in relation to those
segregated customers with exchanges, clearing houses and

intermediate brokers; and
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- the current value of approved collateral deposited with the firm;
is not less than the aggregate of:

- the amount of the segregated customers' initial requirement;

- the aggregate of the equity balance of segregated clients; and

- the value of the approved collateral deposited by those clients
with the firm.

In relation to off-exchange margined transactions, the firm must
ensure that, at least once every 5 weeks, the total of:

- balance held in the firm's off-exchange margined transaction
bank accounts, and

- the net aggregate of the firm's equity balance on transaction
accounts for those clients with counterparties in respect of
off-exchange margined transactions is not less than the total
amount due to its clients were the firm to liquidate all those
clients' open positions.

In the event that the segregation requirement is not satisfied, a firm
must use its own funds to "top up" any shortfall.

It is possible for certain types of customer to opt out of the segregation
provisions of CMRs. In practice, therefore, these rules apply to
business done for private customers (who, unless they are sufficiently
experienced, are not able to opt out of the protection provided by the
CMRs) and to those other customers who wish to accept the extra
protection offered by segregation.

Customer money (securities) is deposited to a securities company in
the following four cases;

1) margins in relation with margin tradings and future tradings;

2) deposit in relation with accumulated investments;

3) deposit of securities, as a substitute of the margins, or as a
collateral to the customer's debt to the securities company; and

4) Securities Trust Business.

Customer money as the "margins" and the "deposits with regard to the
accumulated investments” are treated legally as general debts of the
securities company. Securities companies are only required to book
them separately. At the same time, however, the Ministry Ordinance
requires the securities company to keep the margins in a safe and
liquidated condition.
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With regard to the deposited securities, a securities company must
obtain a consent letter from the customer, before it puts its securities as
a collateral to the companies debt, or lend the securities to others. In
addition, it is prohibited for securities companies to use the deposited
securities as collateral of a debt of which amount exceeds the amount
of the credit to the customer (Article 51 of Securities and Exchange
Law).

With regard to the Securities Trust Business, the securities company
must act as a pure depository, and no investment / lending is allowed.

Section 1209 of the Corporations Law and SFE Articles both provide
for segregation of client funds and property. The segregation of client
funds ensures that any money the client deposits with the licensed
futures broker, or that the broker otherwise receives for or on behalf of
the client in connection with dealings in futures contracts is deposited
in the client's segregated account.

Any property the client deposits with the broker must also be placed in
safe custody to segregate it from other property.

Money and property must be deposited in a segregated account on or
before the next day after the money or property is deposited with, or
received by, the broker. Segregated account money must be placed on
deposit with the Clearing House or another Exchange approved
corporation.

Notwithstanding that a registered dealer who is a member of either the
TFE or the IDA must segregate its clients' excess funds, all clients of
such registered dealer are considered unsecured creditors. However,
clients still enjoy the protection afforded by CIPF in the event of a
shortfall resulting from the default of their dealer.

The Regulation specifies that the broker / dealer who keeps, on behalf
of a customer, fully paid securities not assigned as security must
separate them from other securities. On statements of account and in
its registers, it must indicate clearly that such securities are on deposit.

Dealers must deposit clients’ monies (less brokerage and other proper
charges relating to the requirements of a clearing house) within four
days after receipt into segregated accounts kept with registered
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deposit-taking companies or licensed banks. Such monies in
segregated accounts shall not be available for payment of debts of
dealers or be liable to be paid or taken in execution under the order or
process of any court, with the exception of certain specified claims and
liens. HKFE's and SEHK’s rules require members to deposit client
monies into segregated accounts within two days after receipt.

The clearing house keeps separated accounts for each broker-dealer,
which are divided into sub-accounts for each client.

Broker-dealers must additionally provide the clearing house with an
initial guarantee of UF 2 000, to operate either in futures or in options,
which can be used by the clearing house in case of a default.
Furthermore, clearing houses must keep a contingency fund.

* (UF is an inflation indexed unit, by January 1996 1 UF was
equivalent to $30 dollars)

Customer funds deposited at securities firms are to be separated from
the own funds of the firms. In consequence to the new legislation
these firms have to apply for a special license in case of their aiming at
capital management and not only depositing of customer's funds.

Pursuant to Section 41 (1) of the Securities Amendment Act 1988, The
Futures Industry (Client Funds) Regulations 1990 provide for the
establishment and maintenance of client bank accounts and client
funds accounts by dealers in futures and options contracts. These
regulations require client money to be paid into or credited to client
bank accounts and restrict the disbursements of client money from
client bank accounts and the debiting of amounts to client funds
accounts. They prescribe requirements relating to the deposit of client
property in safe custody, restrict the availability of client money and
client property to meet liabilities of the dealer or other persons and
give further protection to client money and client property in cases
where the dealer is insolvent.

Each individual clearing member holds two different accounts: a
member own account and a customer account; general clearing
members have, moreover, for each non-clearing member other two
accounts: a non-clearing member own account and a non-clearing
members' customer account.
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Spanish exchanges guarantee customer funds for any damage that may
be caused by a failure of the member to fulfill any of its obligations
with regard to transactions carried out on the market. Subsequently,
the practical effects of that guarantee of the exchange are the same as
those deriving from a segregation mechanism.

In addition, funds given by the customers to their intermediaries to
comply with margin requirements have to be deposited in a bank
account on behalf of the exchange and invested in repos on Spanish
Government debt on a daily basis.

All exchanges are authorized as SRO entities. Each of them establishes
the rules of the trading activity and the obligations and requirements
that the intermediaries must fulfill in order to become members.
According to CNV’s General Resolution No. 227, Section 16, all SROs
are responsible for the passing of an Ethics Code intended to protect
customers and prevent and reprimand market manipulation and
conducts that affect transparency.

Customer protection, as far as securities are concerned, results largely
from the Act on the Safe Custody and Acquisition of Securities. Thus,
e.g., the customer retains title to the securities pledged as collateral.
Customer funds and positions must be accounted for separately from
the proprietary funds of a credit institution.

A bank must keep the securities of its customers physically separate
from its own holdings. If such securities are held with a central
depository bank in collective safe custody, the customers’ securities
will be accounted for in the books of the bank separately from the
bank’s own holdings.

The FIA requires that all futures brokers to segregate funds or property
that belong to a client from other property of the broker. Futures brokers
are required to initially place client funds received into a client’s
segregated account. The aim of segregation is to ease identification of
clients’ funds, facilitate the transfer of clients’ positions by the clearing
house in the event of insolvency of a broker, and to protect funds claims
of creditors of an insolvent broker. A futures broker is also required to
keep separate accounting records with respect to their segregated
account, which separately records the deposits and withdrawals with
respect to each client. Again, separate

- 204 -



records must be kept with respect to property in safe custody.
Segregated money or property is not available to pay the general
creditors of a broker on liquidation or bankruptcy.

Management of Funds by the Clearing House

The clearing house shall separate the margins and other moneys,
financial instruments and other corporeal and incorporeal things of
any member of client from its own assets and shall manage and invest
such margins and other moneys in a manner and subject to such terms
and conditions as the executive committee shall decide.

The clearing house, on behalf of Safex, shall montly in arrears, levy a
margin management fee as determined by the executive committee of
not more than 2% per annum on any margins held by it in respect of
any position registered in the name of any person during the month.

Separation of Funds
A member shall:

- atall times separate a client’s or other member’s funds, including
money, financial instruments and other corporeal and incorporeal
things of the client or other member, from his own assets;

- not co-mingle the funds of any client or another member with his
own;

- not allow the use of funds or financial instruments or corporeal or
incorporeal things belonging to any client or other member to
finance his own trades or the trades of any other person;

- not allow the use of funds or financial instruments or corporeal or
incorporeal things of any client or other member to operate his
own business; and

- inrespect of the trades or positions of a member or client, not
retain any money, financial instruments or other corporeal or
incorporeal things given by such member or client or received by
the member on behalf of any person other than additional margin
contemplated in Rule 8.6.3 or retained margin contemplated in
Rule 8.6.4.

Clearing Members’ Bank Accounts

A clearing member shall at all times keep a separate bank account into
which he shall deposit any additional margin kept by him in terms of
Rule 8.6.3.1 and he shall at all times ensure that the correct amount of
additional margin as required by his clearing agreement with the
non-clearing member is held in respect of each non-clearing member
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with which he has entered into a clearing agreement and his records
shall at all times reflect the amount of additional margin held in
respect of each such non-clearing member.

Members’ Bank Accounts

A member shall keep a separate trust account with a bank into which
he shall deposit all additional and retained margin held by him with
respect to his resident clients and he shall at all times keep records that
shall show the amount held in respect of each client with respect to
additional margin and with respect to retained margin and he shall at
all times ensure that the correct amount of additional margin as
required in terms of the relevant client agreement is held in respect of
each client’s positions.

Relaxation or Indulgence Given by Members

A member who gives any relaxation or indulgence to a client
regarding the payment of margin, whether initial margin, variation
margin or additional margin, shall be deemed to have granted the
client a loan repayable on demand in the amount of the shortfall for
the period of the relaxation or indulgence at a rate of interest specified
in the client agreement between them or, if no rate is specified, at the
member’s customary rate or, if there is no customary rate, at the rate
determined in terms of the Prescribed Rate of Interest Act 55 of 1975
and the member shall, if such loan is for a period exceeding two
business days, immediately inform the client thereof in writing.

(b) Insurance, Self-Insurance, Bonding, Other

There is no central insurance program for the commodity futures
industry governed either by the CFTC or any self-regulatory
organization.

The Securities Investor Protection Corporation ("SIPC") was created by
Congress pursuant to the Securities Investor Protection Act of 1970
("SIPA™) to provide protection to customers of broker-dealers and,
thereby, promote investor confidence in the nation's securities markets.
SIPC accomplishes this goal by providing specific, limited protection
to customers of securities firms which are forced to liquidate. In the
event of the financial failure of a SIPC member, SIPC protects each
securities customer up to $500 000 for claims for cash and securities,
except that claims for cash are limited to $100 000 per customer.
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SIPC is a non-profit membership corporation of which all
broker-dealers registered under Section 15 (b) of the 34 Act, with some
minor exceptions, are members. If a member fails financially, SIPC
may ask a federal court to appoint a trustee to liquidate the firm and
protect its customers, or, in limited situations involving smaller firms,
SIPC may protect the customers directly. In both cases, protection of
securities customers is similar.

In addition, the rules of the SROs require their members doing
business with the public to have fidelity bond coverage. See e g., New
York Stock Exchange Rule 319.

The concept of segregation in the UK is supplemented by the existence
of a compensation fund which was established pursuant to Section 54
of the FSA. In accordance with its responsibilities under that Section,
SIB has promulgated rules and the Investors' Compensation Scheme is
currently governed by the Financial Services (Compensation of
Investors) Rules 1990.

The objective of the Compensation Scheme is to provide a final "safety
net" for purposes of compensating investors who lose their funds as a
result of an authorised business or individual being unable to satisfy,
whether by reason of insolvency, fraud or otherwise, their civil
liabilities to their clients incurred in connection with investment
business. The High Court recently ruled that compensation may not
be paid on a claim against a firm in default unless the claim is a claim
in respect of a liability incurred in connection with the firm's
investment business on or after December 18, 1986.

The Scheme does not though, cover all such claims and those, for
example, in relation to negligent advice, can give rise to compensation
only if the claim relates to a liability incurred on or after the start of the
Scheme, August 28, 1988. The Scheme will compensate customers who
are eligible investors, that is, not business or professional investors.

The administration of the Scheme is conducted by an independent
management company (Compensation Rules, 1.03). Its Board of
Directors includes representatives appointed by each SRO whose
members are participant firms in the Scheme. The Scheme is intended
to fund valid claims as follows: 100% of the first £ 30 000 and 90% of
the next £ 20 000 (maximum £ 48 000 per investor claim) up to

£ 100 million in the aggregate for all claims annually made in respect of
an SRO ‘contribution group’. The compensation costs will be
recovered primarily by a levy on the members of the SRO in which the
default occurred.
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All the securities houses make contribution and participate to the
Entrusted Securities Compensation Fund. The fund shall compensate
losses incurred to the customers, with regard to their deposits of
securities and monies, in the case of insolvency of the securities houses.
The upper limit of compensation is 2 billion Yen per securities house.

In Australia legislation does not require professional indemnity to be
held. However, in respect to Floor Members and Associate Members,
SFE Arts 3.6 (3) (f) and 4.6 (4) (f) respectively, require the Members to
effect and maintain such form of indemnity as the Board of the
Exchange may determine as appropriate to protect the interests of
clients of the Members. In addition, s. 1228 (1) of the CL obliges a
futures organization to keep a fidelity fund which the Board of the
futures organization is to administer.

Dealers registered under the CFA must be members of the TFE.
Customers of TFE dealer members enjoy the protection afforded by
CIPF and the TFE contingency fund. The TFE and the IDA also require
dealers to maintain insurance to cover misappropriation and fraud.

A broker / dealer which is a member of a self-regulatory organization
(a Canadian exchange or the Investment Dealers Association) must
participate in a contingency fund created by that organization and
approved by the CVMQ. A broker / dealer which is not a member of a
self-regulatory organization must participate in a contingency fund
approved by the CVMQ.

The Regulation also specifies that a broker / dealer must subscribe for
insurance or bonding giving it a coverage considered adequate by the
CVMQ. Unless there is a decision by the CVMQ to the contrary, the
minimum coverage is: (1) $500 000 for each category of risks covered
by the financial institution bond for a broker / dealer with an
unrestricted practice ( full service ) or for a discount broker;

(2) $200 000 for each category of risks covered by the financial
institution bond for an introducing broker. The category of risk are the
following: Fidelity, Securities, On Premises, In Transit, Forgery and
alteration.
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SEHK and HKFE are required to contribute to statutory compensation
funds that are available to meet claims of clients in the event of
defaults by exchange members.

SEHK members all belong to a broker fidelity insurance scheme.

The SFC is considering instituting a mandatory fidelity insurance
requirement for non-exchange member dealers.

For any of both derivatives markets: futures or options, a
broker-dealer must provide the clearing house with an initial
guarantee of UF 2 000.

The SVS demands from all securities intermediaries to contract an
insurance of UF 4 000 to cover unpaid liabilities.

* (UF is an inflation indexed unit, by January 1996 1 UF was
equivalent to $30 dollars)

There is no central insurance program. However, banks and a
securities firm which has been granted a permit to receive ‘clients’
funds on account.

There are no statutory requirements in New Zealand for insurance or
any central insurance programmes. NZFOE has established a fidelity
fund which is available in the event a person suffers pecuniary loss
because of a defalcation, or because of a fraudulent misuse of money or
other property, by an NZFOE dealer, or an agent of an NZFOE dealer
and the loss is suffered in respect of money or other property that was
in connection with the dealer’s dealings in futures or options contracts.

In 1993, a national guarantee fund has been set up to protect the claims
of customers on securities investment firms and the other person
authorized to engage in the financial intermediary activity that arise in
connection with the performance of securities investment activities.
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Concerning banks, savings banks and credit cooperatives, there is a
Guaranty Deposit Fund on behalf of their customers that covers up to
1.5 million pta. There is no such an insurance program, however, for
the customers of brokers and broker-dealers, although it is planned to
be established in the near future.

At present, all exchanges must set the guarantee amount that its
intermediaries must fulfill in order to trade.

To the extent that the intermediary whose services have been engaged
by a customer is a bank which is a member of a deposit protection
scheme, margin payments by the customer are protected by the
deposit protection fund. Financial intermediaries other than banks are
not allowed to conduct customers business.

There is no insurance or self-insurance scheme for the futures industry.

However, the exchanges are required to establish and maintain a
fidelity fund. The purpose of the fund is to compensate clients who
suffers monetary loss because of a defalcation or fraudulent misuse of
funds by the brokers. Section 64 of the FIA requires that a futures
broker contribute MYR 30 000 to the fidelity fund upon being licensed.
For the next five years, they are required to contribute an additional
MYR 10 000 per year.

Capital Adequacy rules are applied to ensure a degree of financial
protection.

(c) Investment Requirements and Restrictions

8 4d (2) of the CEA and Rule 1.25 permit FCMs and clearing
organizations to invest customer funds in obligations of the U.S.,
general obligations of any State or of any political subdivision thereof,
and obligations fully guaranteed as to principal and interest (i.e.,
backed by full faith and credit) by the U.S. Such investments must be
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made through an account or accounts used for the deposit of customer
funds. Proceeds from any sale of such obligations must be redeposited
in such account or accounts.

An investment of customer funds in municipal securities must be
highly liquid and readily marketable to be consistent with 8§ 4d (2) of
the CEA.

FCMs or clearing organizations that invest customer funds must,
according to Rule 1.27, keep a record showing, among other things, the
date on which investments were made and liquidated or otherwise
disposed of and the amount thereof, the identity of the depositories or
other places where such obligations are segregated, and the names of
the persons through whom the investments were made or liquidated.

CFTC Rule 1.23 provides that § 4d (2) and Rule 1.20 thereunder which
prohibit commingling of customer funds with those of an FCM should
not be construed to prevent an FCM from having a residual financial
interest in customer funds. (For example, an FCM may deposit its own
money into the segregated customer account to provide a cushion.)
Moreover, Rule 1.29 provides that interest or any increment resulting
from an investment of customer funds may be retained by the FCM or
clearing organization that invested those funds.

Rule 15¢3-3 prevents a broker-dealer from using customer money to
finance its business, except as related to customer transactions, since
customer monies (the credits) can be offset only by customer related
transactions (the debits). The balance must be deposited with a bank
in a special reserve bank account for the exclusive benefit of customers
and may not be used by the broker-dealer to finance the remainder of
its business. (The broker-dealer may keep interest earned on the
special reserve bank account.) The broker-dealer must therefore
provide the capital to finance its firm activities and may not rely upon
customers' monies left with the firm for such purposes.

In the UK, client money is held on trust on behalf of those customers
who receive segregation in accordance with the regulations. The
CMRs start from the premise that all customers are entitled to
segregation, if they want it. But recognise that some clients may
choose not to require it. CMR 2.02 sets out which clients can "opt out"”
or "be opted out"” of segregation and how this is achieved. Client
money must be held in an account with an "approved bank"

(CMR 2.05).
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Interest is generally payable to the client on the money held for him, at
a fixed rate (CMR 4.01).

The regulations (CMR 4.02) provide that no interest need be paid:

where the amount of money held is less than £ 10 000 and is held
for less than 10 business days;

on monies properly held in margined transaction, settlement or
dividend claims accounts; or

where the firm has agreed (in writing) with the client that it will
not pay interest.

See I1LA.5. (a) above.

Section 1209 (5) (d), in relation to segregated accounts, provides that
the futures broker may only invest the funds:

in any manner that trustees are for the time being authorized by
law to invest in trust funds;

on deposit with a corporation that is declared by the ASC to be
an authorized dealer in the short term money market;

on deposit at interest with a banking corporation;
on deposit with a clearing house for a futures exchange; or

in the purchase of eligible prescribed interests.

Pursuant to subsection 35 (3) of the regulations made under the CFA,
dealers, the only category of which are FCMs, shall only invest money,
proceeds or funds segregated for the benefit of customers in bonds,
debentures and other evidences of indebtedness:

(@) of or guaranteed by the Government of Canada or any
province of Canada or by the Government of the United
States of America or any state thereof;
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(b) of or guaranteed by a bank listed in Schedule | to the Bank
Act (Canada), a trust company or loan corporation
registered under the Loan and Trust Companies Act or an
insurance company licensed under the Insurance Act; or

(c) of or guaranteed by a bank which is a member of the
Federal Reserve System in the United States of America,

and maturing not more than one year from the date of purchase.

The rules of the exchange contain certain provisions concerning the
clients free credit balance. Section 7502 mentions that each member
must hold an amount at least equal to the amount of clients’ free credit
balances in excess of a predetermined amount either: (i) in cash
segregated in trust for clients in a separate account or accounts with an
acceptable institution; or (ii) segregated in trust and separate and apart
from the member's property in bonds, debentures, treasury bills and
other securities of or guaranteed by the Government of Canada or by
any province thereof, the United Kingdom, the United States of the
America and any other national foreign government (provided such
other foreign government is a member of the Basle Accord) having a
term to maturity of one (1) year or less.

As noted in 11.A.5 (a) client funds must be paid into a trust account.

Broker-dealers may manage funds provided by a client only when
there is a written authorization signed by the client.

Customer funds received with the obligation to account them are to be
deposited at a bank in accordance with a written agreement.

In New Zealand all client money must be paid into a client bank
account.

Money may only be invested in specified client investments which
include the following types of property:

(@) government stock, treasury bills, and any other public
security as defined in the Public Finance Act 1989;
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(b) stock, loans, investments, or securities issued by any local
authority as defined in the Local Authorities Loans
Act 1956;

(© transferable certificates of deposit or negotiable certificates
of deposit which are issued by a registered bank or in
respect of which a registered bank is liable for payment or
redemption;

(d) bills of exchange, promissory notes, bonds or other
investments or instruments issued drawn or endorsed by a
registered bank;

(e) any other securities in respect of which payment or
redemption is to be made by or is guaranteed by a
registered bank or any local authority as defined in the
Local Authorities Loans Act 1956.

CONSOB regulations require all brokers and dealers to deposit client's
money in an authorized bank. No other investment requirements and
restriction in respect of clients' fund is foreseen.

As mentioned in 11.A.5 (a) above, all funds given by the customers to
their intermediaries to comply with margin requirements have to be
invested in daily repos on Spanish Government debt. Furthermore, a
liquidity ratio consisting in the obligation to maintain a 10% of the
liabilities invested in very liquid assets is also required.

There are no special investment requirements and restrictions in
Germany due to the fact that only banks are entitled to carry out
customer transactions. Normally, customer money is held in bank
accounts and the customer has to pay for his transactions after they
have been effected. In Germany, it is not usual for customers to give
money to investment firms in advance. If they do so, it is at the clients
discretion to stipulate the kind of custody and the interest rate.

Under the FIA, the exchanges may invest any money which forms part
of its fidelity fund. Such investments may only be invested in fixed
deposits with licensed institutions or banking institutions, or in
securities in which trustees are authorised by law to invest trust funds.
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Financial Market

The business of the buying and selling of exchange contracts as
contemplated by section 8 (2) of the Act shall be conducted both on the
ATS and off-ATS. Trading in all exchange contracts shall be
conducted by means of the ATS. Provided that:

- trading in option contracts or combinations of option and futures
contracts and in futures in a number of contracts larger than the
number determined by the executive committee may be conducted
off-ATS until such time as the executive committee may determine;

- trading by a member with another member as principals pursuant
to an order executed for the other member on the ATS may be
conducted off-ATS, subject to Rule 7.16;

- trading on the AMD shall be conducted off-ATS until such time as
the executive committee may determine.

Offers and Acceptances

Two members trading off-ATS or a member and a client shall have
concluded a trade when a valid offer made by one of them is accepted
by the other.

An offer in terms of Rule 7.2.1 may include the following
specifications:

- the particular exchange contract;

- the number of exchange contracts to be bought or sold;

- aclear indication of whether the offer is to buy or sell;

- the price at which the offeror is prepared to trade expressed as:

- the best price;
- any price that is better than a specified worst price;
- a specific price;

- aclear indication of whether the member to whom the offer is made
is to exercise his discretion in terms of either Rule 7.2.2.4.1 or
Rule 7.2.2.4.2;

- the period of time for which the offer will remain open. Provided
that in the case of:

- a verbal offer, if no such period is specified and if the
offer is not accepted immediately, it shall be deemed
to have been withdrawn on termination of the verbal
communication;

- a written offer, a period of time shall be specified;
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subject to Rule 7.2.2.10, a clear indication of whether the member is
to trade with the client as an agent or as a principal provided that, if
no such stipulation is made, the member shall trade with the client
in the capacity specified in the client agreement or, if no such
specification is made in the client agreement, then the member may
trade with the client as a principal in terms of the rules;

the date and precise time when the offer is made or varied,;

a clear indication of whether in the case of an order the member is
allowed any discretion as to the number of exchange contracts more
or less than those specified under Rule 7.2.2.2 that the offer shall be
prepared to buy or sell;

a clear indication of whether in the case of an order the member
shall be entitled to fill the order in more than one purchase or sale
in the market and whether or not such purchases or sales are to be
concluded by the member as the offeror’s agent or whether the
contracts are to be aggregated in the member’s proprietary account
and bought or sold to or from it at an average price once the order
has been completely filled or filled to the offeror’s satisfaction;

a clear indication of whether in the case of an order the acceptance
of the offer shall be conditional upon the acceptance of an offer to
buy or sell another exchange contract;

the place where and / or telephone or telex or facsimile number at
which the client is to be contacted to confirm the acceptance of the
offer; and

any other particular which the executive committee may require.

For an offer made in terms of Rule 7.2.1 to be valid to the terms
contained in Rules 7.2.2.1,7.2.2.2,7.2.2.3,7.2.2.4 and 7.2.2.8 shall be
specified.

An offer may be made by a client to a member either telephonically or
in writing; and:

the member shall ensure that the requirements set out in Rule 7.2.3
are clearly and unambiguously confirmed to or by the client; and
the member shall keep a tape recording of a telephonic offer in
terms of Rule 10.2.4; and

the member shall keep a written record of the offer for a period of
not less than thirty days after the offer was made.

A member may make an offer in respect of a trade exempted in terms
of Rule 7.1 of at least the standard lot size off-ATS by displaying, on
the Reuters screen designated for that exchange contract, the price at
which he is prepared to buy or sell, and any other member shall be
entitled to accept the offer telephonically, unless:

- the member has, within a period of not more than two minutes, or

such other period as the executive committee may decide, prior to
the verbal acceptance, traded with another member at the same
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price or, with respect to the member making the offer, at a worse
price; or

- for a period of not less than two minutes the offering member has
been unable to remove its offer due to a technical fault of the screen.

Members may only address offers to clients with whom they have
entered into client agreements or to other members.

When accepting an offer to effect an off-ATS trade, a member shall
clearly and unambiguously state to the offeror and not to an
intermediary that he has accepted the offer, and in the case of an order
he shall repeat the following details:

- the particular exchange contract;

- the number of the exchange contracts being bought or sold;

- the price at which the exchange contracts are being bought or sold;
and

- the date and the precise time when the offer was accepted.

If a member trades with a client pursuant to an order from the client,
he shall, provided the client can be reached at the address or telephone
number stated in the client agreement or at any other place or at any
other telephone number given by the client at the time the offer was
made, use his best endeavours to confirm the acceptance of the offer:

- within the period for the confirmation of the trade agreed upon; or

- if no time was agreed upon, within the period as specified in the
client agreement; or

- if no such period is stipulated in the client agreement, within the
period specified for the acceptance of the offer as contemplated in
Rule 7.2.2.6.

Order Priority

A member shall not trade with another member if the trade could
satisfy an order from a client.

Subject to Rule 7.3.1, a member shall not trade with a client if the trade
could satisfy a previously received order from another client.

Subject to Rule 7.3.1, a member shall not trade with another member, if
the trade could satisfy a previously received order from another
member.

A member shall not trade for his own account or for the account of an
affiliated officer of the member or any account in which the member,
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or affiliated officer of the member has a beneficial interest if the trade
could satisfy an order from a client or another member.

Trading Capacity

Where a member trades with a client (as agent or principal) or with
another member:

- the member shall be liable to the client or other member for the due
fulfilment of all obligations arising out of the trade; and

- any claims by the client or a member in respect of a trade shall be
against the member with whom he traded and not against any
other person with whom the member may have traded as
contemplated by Rule 7.4.2.

The member may trade with his client as an agent or as a principal, as
specified in Rule 7.2.2.7. Provided that, when trading with a client as
an agent, he shall immediately before or after the trade with the client
trade with another member or, in terms of Rule 7.4.4, with another
client at the same price, but in the opposite direction.

Notwithstanding the provisions of Rule 7.4.2, if for any reason, after
the member has reported an off-ATS trade to the clearing house, a
mistake has occurred, the member may trade with the client as
principal in order to correct the mistake.

Subject to Rule 7.1 a member who has an offer from one client to buy
and an offer from another client to sell the same exchange contract
may simultaneously trade off-ATS with both clients as agent.
Provided that:

- offers to buy and sell the particular contract are reflected on the
Reuters screen as contemplated by Rule 7.2.5; and

- if the price of the offer from both clients is as contemplated by
Rules 7.2.2.4.1 or 7.2.2.4.2, the price at which the member shall trade
with both clients shall be the midpoint between the prices reflected
on the Reuters screen as contemplated by Rule 7.4.4.1; or

- if the price of one offer is specified as contemplated by
Rule 7.2.2.4.3, the member shall trade with both clients at that price,
provided it is better than or equal to the prices on the Reuters
screen.

A member off-setting an off-ATS trade with another member with an
equal and opposite off-ATS trade with a third member, shall not, for a
valuable consideration, remove himself from the trades with the two
members concerned, but shall, in order to receive any valuable
consideration, trade with both members as a principal at different
prices.
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Affiliated Officers and Members Trading as Clients

An affiliated officer of a broking member may be a client of the
broking member, provided that such client fulfils all his obligations in
terms of these rules.

Except with the written approval of the executive officer:

- an affiliated officer of a member may not have a beneficial interest
in another member;

- an affiliated officer of a broking member may not be client of or
have a beneficial interest in a client of another member;

- amember may not be a client of another member or have a
beneficial interest in a client of another member.

An official or employee of Saffex or the clearing house may not be a
client of any member or have a beneficial interest in a client of any
member.

Trading with Clients
Client Agreement

A member shall not trade with a client, unless he has entered into a
client agreement, the minimum terms and conditions of which are
prescribed in terms of section 14 of these rules.

Client Registration

A member shall not trade with a client until registration of the client
has been effected.

To register a client, a member shall submit the following details:

- the full name and description of legal capacity and a clear
indication whether the person is a resident, non-resident or
emigrant client;

- the identity number, or registration number of a company or close
corporation;

- the address;

- the telephone, facsimile or telex number;

- the duly authorized contact person;

- the name of the authorized bank at which the non-resident client
has opened a non-resident account or, in the case of an emigrant
client, the name of the authorized bank at which the emigrant client
has opened an emigrant’s blocked account and a non-resident
account and the telephone, telex and facsimile numbers of the
authorized bank concerned;
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- where applicable, the numbers of the emigrant’s blocked and
non-resident accounts referred to in Rule 7.6.2.2.6;

- the name of the contact person at the authorized bank concerned
where the emigrant’s blocked and non-resident accounts referred to
in Rule 7.6.2.2.6 are kept; and

- the margin category in respect of a non-resident client or emigrant
client.

The clearing house shall maintain a record of the clients which are
registered as clients of broking members and it shall keep a record of
the particulars associated with each client as required under

Rule 7.6.2.2.

A member shall ensure that the particulars relating to his clients are
correct and up to date at all times.

The member shall ensure that clients, which have ceased trading with
the member, are removed from the register as being the clients of the
member.

The client’s registration shall be retained by the clearing house for as
long as it deems necessary, after the client has ceased trading.

Client Advice Notes

The clearing house may send a client advice note to the client
confirming a trade with a member and may include such information
in the advice note as the executive committee may require.

Automated Trading System

In accordance with the procedures set out in the Safex User Manual (the
“user manual”) as amended from time to time and / or as determined
by the executive committee, other than in relation to the trades
exempted in terms of Rule 7.1.1, a member shall make an offer to buy
or sell either for his own account or for the account of a client.

Members Obligations in Relation to the ATS

A member shall be bound by all offers, acceptances or entries made in
his name on the ATS regardless of whether or not such offer or
acceptance or trade was authorized by the member and the member
shall:

- by keeping all codes, passes, passwords or other security devices
confidential and privy only to the compliance officer and the
registered dealer for whom they are intended, control access to the
ATS; and
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- ensure that only the registered dealer to whom a valid password is
allocated by the clearing house, or the compliance officer, shall use
such password to gain access to the ATS.

Trading Times

Trading on the ATS shall take place between 07:30 and 17:30 on every
business day or at such other times as the executive committee may
determine.

The ATS shall be available for the allocation of trades, reporting of
off-ATS trades or any other administrative purposes for 30 minutes
after closing time.

The executive committee may suspend the ATS at any time by giving
5 minutes notice on the screen specifying the expected duration of
suspension and alternative methods of trading, if any.

The executive committee may extend ATS trading times on any
business day by giving 5 minutes notice on the ATS specifying the
closing time for trading on that day.

Cross Trades

A member who has an order from one client to buy and an order from
another client to sell the same exchange contract shall, where such
orders are to be executed by means of offers that shall be made on the
ATS, acting as the agent of the clients:

- first offer to buy or sell the particular contract for the client that first
placed the order; and

- after a period of time determined by the executive committee, enter
an offer for the second client in the opposite direction at the same
price in order to ensure that the first client’s order shall be fulfilled.

Pre-Arranged Trades

Two members shall not trade on the ATS pursuant to a prior
agreement between them without a period of at least 30 seconds, or
such other time as the executive committee may determine, having
elapsed between entering the offer on the ATS and the acceptance
thereof.

Solicitation of Offers
In the manner determined by the executive committee and / or as set
out in the user manual, a member may solicit offers that will be made

on the ATS from the other members to both buy and sell an exchange
contract according to the terms and conditions determined by the
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executive committee in relation to such futures or option contract.
Such solicitation of an offer shall be referred to as a “request for a
double”.

In the manner determined by the executive committee and / or as set
out in the user manual a member may solicit offers to buy or sell an
exchange contract where such purchase or sale is contingent upon the
purchase or sale of another exchange contract or contracts. Such a
solicitation of an offer shall be referred to as a “request for a quote”.

Delta Trades

A member may offer to buy or sell an option in combination with the
underlying futures contract in a specific ratio and / or at a specific
price. Such a combined trade shall be referred to as a “delta trade”.

Aggregation and Division of Trades
A member may:

- aggregate a number of trades that were done on the ATS by means
of offers made by the member for his own account and, in terms of
Rule 7.15, allocate such aggregated trade to a client or other
member in terms of an order from the client or other member at a
price, calculated by the ATS equal to the average price of the
original trades; or

- divide a trade that was done on the ATS by means of an offer made
by the member for his own account and, in terms of Rule 7.15
allocate such subdivided trades to two or more clients and / or
other members in terms of orders from such clients or other
members.

Trade Allocation

A member shall allocate a trade that has been done on the ATS on the
particular business day for the account of the member to a client or
another member:

- when the member acts as principal in terms of the order from a
client or pursuant to a tripartite agreement that was executed by
means of an offer made on the ATS by the member for his own
account;

- when the member has aggregated or divided trades done in terms
of an order from a client or another member as contemplated in
Rule 7.14; or

- when a member trades with another member as a result of an order
from the other member which has been executed on his behalf by
means of the offer on the ATS. Provided that:
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- the allocation of a single trade or a subdivided trade
shall take place within a period of time determined by
the executive committee; and

- the executive committee may determine that the
original price or average of the original prices or the
price prevailing at the time of the allocation shall be
made known to the client or the member giving the
order referred to in Rule 7.12.

Trading Restriction
It shall be a contravention in terms of Rule 19.1 for a member to:

- make or accept an offer on the ATS when he has placed an order
with another member in terms of Rule 7.12 in the opposite direction
in the same or a related exchange contract; or

- to place an order with another member in terms of the said rule if
he has made an offer on the ATS in the opposite direction in the
same or a related exchange contract.

(d) Good Depositories

8 4d (2) of the CEA and Rule 1.20 identify banks, trust companies,
clearing organizations or another FCM as good depositories. The
CFTC has generally required that segregated funds be maintained at a
domestic bank or at a U.S. branch of a foreign bank. However,
Financial and Segregation Interpretation No. 12, 1 Comm. Fut. L. Rep.
(CCH) 1 7,122, permits FCMs to deposit segregated funds in banks
located outside the U.S. if the customer is trading a U.S. contract
denominated and cleared in a foreign currency. Among other things,
such a customer must enter into an agreement subordinating his claim
attributable to funds held offshore to the claims of customers whose
funds are held in U.S. segregated accounts. The CFTC staff is
considering amending this Interpretation.

The first part of Rule 15¢3-3 requires the broker-dealer to have
possession or control of all fully paid and excess margin securities of
customers. The customer securities that are not within a
broker-dealer's physical possession must be held free of liens at one of
seven control locations specified in the rule, which under certain
circumstances may include: a clearing corporation; a special omnibus
account at another broker-dealer; an issuer or transfer agentas; bona
fide items of transfer; a foreign depository, clearing agency, or
custodian bank; a bank (as defined under the rule); items in transit
between broker-dealers, and locations designated by the Commission.
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The broker-dealer must make a daily determination to ensure that it is
complying with this aspect of the rule.

For purposes of the Client Money Regulations (CMRs), client money
must be deposited with an "approved bank". This term includes the
Bank of England, the central bank of another member state of the
European Community (EC), any institution authorised under either
the United Kingdom Banking Act 1987, certain building societies
authorised under the Building Societies Act 1986, any overseas
banking subsidiary or parent of an approved bank, or an authorised
credit institution in another member state of the EC (CMRs, Glossary).
United States banks which are authorised to conduct banking business
in the UK, or which have subsidiaries or parents who are authorised to
conduct banking business in the UK would be included within this
definition.

Firms must obtain written acknowledgment from such depositories
that funds held in these accounts are held by the firm as trustee, that
the depository cannot exercise any right of set-off against that money,
and that any interest payable will be credited to the account, or an
account of that type (CMR 2.06).

Although the rules permit client money to be maintained in offshore
depositories, CMRs 3.05 (3) and 3.06 (8) provide that where client
funds are held in an overseas client bank account, and there is a
shortfall on that account resulting from the refusal by the bank to
recognise such funds as funds of customers, or that bank becoming
insolvent, the claims of clients in relation to client money held in that
overseas account shall be restricted, in the first instance, to the money
in that account; and such clients will only be able to claim against
money held in other accounts by the firm once all other claims of
clients in relation to such money have been satisfied.

Section 1209 (5) (d) of the CL permits a broker to invest:

- in any manner in which trustees are authorised by law to invest
trust funds;

- on deposit with an eligible money market dealer;

- on deposit at interest with a banking corporation;

- on deposit with a clearing house for a futures exchange; or

- in the purchase of cash management trust interests.
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"Acceptable securities locations” are defined in the JRFQR as entities
considered suitable to hold securities on behalf of a dealer, for both
inventory and client positions, without capital penalty, provided that
the locations meet certain segregation requirements including the
provisions that no use or disposition will be made of the securities
without the prior written consent of the dealer.

The rules of the self-regulatory organizations specify what is
recognized as Acceptable Securities Location. Those entities
considered suitable must meet certain conditions including, but not
limited to, the requirement for a written custody agreement outlining
the terms upon which the securities are deposited and including
provisions that no use or disposition of the securities will be made
without the prior consent of broker / dealer and the securities can be
delivered to the broker / dealer promptly on demand.

See [1LA.5 (c) above.

All funds provided by the client to the broker-dealer for derivative
transactions, may be stored at the clearing house, who is in charge of
safeguarding those goods.

It is not more exactly noted in the Securities Business Act than it may
be a securities business institute as depository.

See I1LA.5 (c) above.

Spanish law states that margin funds must be held at an institution
other than the operating member. Moreover, the Rules and
Regulations of the exchanges set forth that only custodian clearing
members can receive, accept and keep custody of the margins in the
favor of the exchanges.
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In addition to general requirements for clearing members, custodian
clearing members must be registered as a Public Debt Book-Entry
Management Institution with full powers to hold accounts for third
parties (customers or other public debt management institutions). In
order to be registered as such, it is required to have a minimum capital
of 150 million pta. and additional equity in proportion to the activities
carried out. Moreover, they have to maintain a minimum amount of
20 billion pta. in public debt assets on customers' accounts.

MEFF Renta Variable requires custodian clearing members to set up a
minimum permanent guarantee higher than that applying to general
clearing members (25 million pta., instead of 10 million pta.).

Each exchange organizes its own clearing house, in order to safeguard
margins for all the operations carried out.

See [1LA.5. (c) above.

Any licensed bank under the Banking and Financial Institutions
Act 1989 (“BAFIA”) would be recognised as good depositories.

Management of Funds by the Clearing House

The clearing house shall separate the margins and other moneys,
financial instruments and other corporeal and incorporeal things of
any member or client from its own assets and shall manage and invest
such margins and other moneys in a manner and subject to such terms
and conditions as the executive committee shall decide.

The clearing house, on behalf of Safex, shall monthly in arrears, levy a
margin management fee as determined by the executive committee of
not more than 2% per annum on any margins held by it in respect of
any position registered in the name of any person during the moth.
Separation of Funds

A member shall:

- at all times separate a client’s or other member’s funds, including

money, financial instruments and other corporeal and incorporeal
things of the client or other member, from his own assets;
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- not co-mingle the funds of any client or another member with his
own;

- not allow the use of funds or financial instruments or corporeal or
incorporeal things belonging to any client or other member to
finance his own trades or the trades of any other person;

- in respect of the trades or positions of a member or client, not retain
any money, financial instruments or other corporeal or incorporeal
things given by such member or client or received by the member
on behalf of any person other than additional margin contemplated
in Rule 8.6.4.

Clearing Members’ Bank Accounts

A clearing member shall at all times keep a separate bank account into
which he shall deposit any additional margin kept by him in terms of
Rule 8.6.3.1 and he shall at all times ensure that the correct amount of
additional margin as required by his clearing agreement with the
non-clearing member is held in respect of each non-clearing member
with which he has entered into a clearing agreement and his records
shall at all times reflect the amount of additional margin held in
respect of each such non-clearing member.

Members’ Bank Accounts

A member shall keep a separate trust account with a bank into which
he shall deposit all additional and retained margin held by him with
respect to his resident clients and he shall at all times keep records that
shall show the amount held in respect of each client with respect to
additional margin and with respect to retained margin and he shall at
all times ensure that the correct amount of additional margin as
required in terms of the relevant client agreement is held in respect of
each client’s positions.

Default, Insolvency or Bankruptcy Provisions

(a) Priorities - (Clearing, Customers)

In the case of an FCM bankruptcy, Chapter 7, Subchapter IV of the
Bankruptcy Code, § 20 of the CEA and part 190 of the

CFTC regulations provide for prorata distribution of customer
segregated funds among the public customers of the FCM in priority
to all other claims except costs of administration. "Public customers”
does not include the FCM with respect to its own trading account and
its officers, directors or other affiliates with respect to their personal
trading accounts.
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For purposes of determining this pro rata distribution, all property
segregated on behalf of or otherwise traceable to, a particular account
class is to be allocated to that class in conformity with

Rule 190.08 (c) (1). All other property is allocated among all account
classes using a formula intended to equalize the percentage of each
claim for each class of accounts. See Rule 190.08 (c) (2). Specifically
identifiable property may be returned or transferred on behalf of the
customer, rather than liquidated, under certain circumstances. See
Rule 190.08 (a) (1) (ii) (C).

If funds in the public customers' segregated accounts are insufficient to
satisfy customer claims, the FCM's remaining assets will be used to
satisfy the claims of public customers. Rule 190.08 (a) (1) (ii) (J). The
FCM's remaining assets are then available for distribution to the
FCM's general creditors.

In 1994, the CFTC adopted an additional appendix to its bankruptcy
rules which specifically addresses property distribution in the context
of cross-margining accounts. See 11.A.3 (a) above.

SIPC protects the cash and securities of the customers of member
broker-dealers that fail financially. Customers include persons with
claims for securities received, acquired or held by the firm from or for
the securities accounts of such persons for safekeeping, with a view to
sale, to cover consummated sales, pursuant to purchases, as collateral
security, or for purposes of effecting a transfer. Persons who have cash
on deposit with a firm for the purpose of purchasing securities or as a
result of sales thereof also are considered customers.

Generally, in the event of an insolvent default by a firm, those
customers who have not opted out of segregation, by virtue of their
funds being held for them on trust by the firm, will receive priority for
their claims, before other customers and general creditors of the firm.

In circumstances where funds in the segregated accounts of a
defaulting firm are insufficient to cover customer claims, recourse may
be had by qualifying customers to the Compensation Scheme (see

item I1.LA.5 (b)). The FSA contemplates in specific circumstances, an
application by HMT to the court for an order requiring the person
(e.g., defaulting firm) concerned to pay such sum as appears to the
court to be just having regard to accrued profits, extent of loss or other
adverse effect (FSA, s. 61).

In circumstances where customer funds are not segregated, those
customers rank pari passu with other general unsecured creditors.
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The Companies Act 1989 governs a number of areas: Part VII
specifically addresses the question of insolvency in relation to financial
markets. Part VII came into force in April 1991.

The provisions of Part VII of the Companies Act 1989 (Companies Act)
are principally intended to protect the integrity of the market place; the
legislation does not seek to protect individual brokers from the
consequences of insolvent default of customers nor does it seek to
protect customers in the event of insolvent default by their broker. The
latter, in respect of customers who are not business, experienced or
professional investors, is provided for by the Compensation Scheme.
See I11LA5 (b) above.

Where a firm is a member of an exchange and that firm defaults or
appears to be unable to meet its obligations, the operation of the new
provisions regarding financial markets and insolvency in respect of
market contracts serves to modify the general law of insolvency.

The provisions of the Companies Act may, at the option of the
exchange, also apply to market contracts of participants in the market,
other than members of an exchange, in relation to whom a failure to
meet obligations in respect of those contracts would likely adversely
affect the operation of the market (Companies Act, Schedule 21,
paragraph 4). These significant participants in the markets are referred
to as designated non-members.

The risk to the market, in the absence of provisions modifying the
application of the general law of insolvency, flows from the powers of
a "Relevant Office-Holder" (including, inter alia, the official receiver, a
liguidator, trustee in bankruptcy or any person acting as administrator
of an insolvent estate of a deceased person) to rely on the insolvency
rules to "cherry-pick” in relation to the insolvent's market contracts,
enforcing those which are profitable and leaving those which are not.

Part VII requires RIEs and RCHSs to implement default rules which, in
the event of a member of the exchange (and a designated non-member)
appearing to be unable to meet his obligations in respect of market
contracts, enable action to be taken in respect of unsettled market
contracts to which he is party (Companies Act, Schedule 21,

paragraph 1).

Under the default rules, an exchange or clearing house may arrange
for the immediate closing out of open positions held by the defaulter
and proceed with the netting down of profits and losses so as to
produce a single net sum to be paid by or to the defaulter. The general
law of insolvency does not apply to restrict the actions of the exchange
or to render unenforceable those contracts which are entered into to
close out positions.
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The rules must provide for all rights and liabilities, between those
parties as principal (one of the parties being the defaulter), to be
discharged and for there to be paid by one party to the other such sum
of money (if any) which is determined in accordance with the rules.
This net sum is certified by the exchange or clearing house upon the
completion of proceedings under the default rules.

The French FM law, and for the MONEP, the law of January 22,
provide that the full performance of all contracts recorded with the
clearing house will be guaranteed by the clearing house. That means
that the customers have an absolute priority. In the case of any market
member's insolvency, initial and variation margin paid by its
customers are repaid by the clearing house. Furthermore, as clearing
houses, MATIF S.A., and SCMC are substituted as parties to all
transactions. Therefore, the market member’'s "insolvency" has no
effect on the other market members or on their customers. The
practical effect of this guarantee is exactly the same as segregation of
funds. The customers are sure to get back their funds and securities,
even in the event of a firm failure. Funds received by commodities
intermediaries are kept in a specific account in a bank. There is one
account per intermediary. Commodities and valuables are transmitted
to the bank where this account is opened. There cannot be any fusion
of this account with any other account of the intermediary in this bank.

In Japan every securities company is required to set aside in reserve an
amount of money which is used to offset losses incurred as a result of
accidents relating to securities trading and other transactions. The
amount of money required to be set aside is related to the volume of
trading the firm does.

In Australia segregated accounts are in place to protect customers in
the event that liquidation proceedings or bankruptcy occurs in respect
of the broker.

A segregated account is in the nature of a trust account in that the
broker has no right to mix the client's money with his own money or to
use it, except as authorized by the client, to meet the client's margin
calls or to deposit it on the short-term money market or in a cash trust
on the client's account.

Generally in Australian insolvency law, a trust fund is not available to

the creditors of the trustee. The provisions requiring futures broker to
hold client money and property apart from their own assets and to

- 230 -



deal with it only on the client's account appear to have been intended
to attract this principle.

If all margins are called and paid by both the client to broker and
broker to the clearing member, no insolvency position should occur.
However, should a broker default in paying margins to the Clearing
House, the Clearing House guarantees to the market the positions held
by the broker.

Section 1209 (14) of the CL ensures that money or property of the client
which is subject to the segregated account provisions, is not available
to pay the broker's debts.

The Fidelity Fund provisions provide for compensation to be paid to
clients who "entrusted” money or other property to a broker, by whose
fault the money or other property is lost.

Sections 1189A and 1190 of the CL give power to the ASC to revoke a
licence by a natural person or a body corporate respectively if he /7 it
becomes an insolvent under administration. SFE Art 3.8 (c) also gives
the SFE Board the power to revoke a licence if it is of the opinion that
the Member has been guilty of behavior prejudicial to the interests of
the public, the Exchange, its Members or the conduct of any markets.

Customers are unsecured creditors and are treated as such in
bankruptcy proceedings. Customers may be compensated from the
CIPF or the TFE Contingency Fund for any shortfall.

ional . I
See [1.A.1 (a) above.

ICca

No Exchange transaction shall be cleared by TCO for any clearing
member at any time when such clearing member does not meet the
minimum capital requirements prescribed by the TCO rules.

If the Board shall at any time determine that the financial or
operational condition of a clearing member makes it necessary or
advisable, for the protection of TCO, other clearing members or the
general public, to impose restrictions on such clearing member's
positions with TCO, the Board shall have the authority:
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- to prohibit or to impose limitations on the clearance of opening
purchase transactions or opening writing transactions by such
clearing member;

- to require such clearing member to reduce or eliminate existing
long positions or short positions in such clearing member's accounts
with TCO; and / or

- to require such clearing member to transfer any account maintained
by such clearing member with TCO, any position maintained in any
such account, or any account carried by such clearing member, to
another clearing member.

A clearing member that is unable to meet its obligations or is insolvent
shall immediately notify TCO.

Upon receipt from a clearing member of the notice, or upon the
suspension or expulsion of a clearing member from membership in an
Exchange, or whenever it shall appear to the Board or to the chairman
of the Board together with any two directors of TCO that a clearing
member has failed to perform its obligations or is insolvent or is in
such financial or operating condition that it cannot be permitted to
continue in business with safety to its creditors, the Board, or the
chairman of the Board together with any two directors of TCO, shall
suspend the clearing member and TCO shall cease to act for it except
as specified in Section A-403 to A-409 of the TCO rules.

Measures Taken hy TCO

Creation of Liquidating Settlement Account (Section A-404).

Pending Transactions (A-405):

- with respect to open positions and accepted transactions in futures;

- with respect to options:

Open positions (A-406);

Exercised options and tender notices (A-407);
-- Amounts payable to the TCO (A-408);
Member claims (A-409).

Under the SF(CH)O, HKCC and SEOCH have a wide range of
exemptions / priorities in relation to insolvency and bankruptcy laws,
in particular in the event of a default by a clearing member.
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See I1.A.2 (c) above.

There is a legally determined order of priorities.

Regulation 20 of The Futures Industry (Client Funds) Regulations 1990
provides that no client money, or specified client property is available
for the payment of a debt, or for meeting any liability, of any dealer or
any person with whom any client bank account or client funds account
is maintained, investment is held, or other property is deposited or
otherwise held. Additionally, no such client money is liable to be
attached or taken in execution under the order or process of any Court
at the instance of a person suing in respect of any such debt or liability.

Regulation 21 of these Regulations covers the protection of client
money and client property where a dealer is insolvent and provides
that money in or credited to a client bank account or client funds
account is subject to a single trust in favor of all of the clients for whom
or on whose behalf the money is being held in the account or from
whom the money was received for payment to the account, as the case
may be.

In case of a Clearing Member's insolvency, CCG suspends the member,
verifies his current net positions and arranges, by the means of another
clearing member, for the closing out of open positions registered in the
insolvent proprietary account.

In order to cover insolvent debt, CCG may withdraw member
available cash and, in case of inadequate assets, sell member’'s
securities deposited as collateral. The clearing house rules provide for
the transfer of insolvent open contracts registered in the customer
account. The CCG can, in fact, transfer all open contracts into the
name of another clearing member who has agreed to have the open
contracts registered in its name.

The first priority in the case of insolvency or bankruptcy of a firm is
customer funds protection. As mentioned in I1.A.5. (a) above,
exchanges guarantee customer funds for any damage that may be
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caused by a failure of the member to fulfill any of its obligations with
regard to transactions carried out on the market.

Preservation of exchanges' solvency is also a priority for Spanish law.
In this sense, it states that whenever a member or customer is subject to
a creditors’ meeting for insolvency, bankruptcy and other similar
situations, official futures and options exchanges enjoy absolute right
to draw a distinction between securities and the "near cash" assets
which that member or customer has provided in favor of the exchange
in the course of trading on the same exchange.

In principle the bankruptcy laws apply as do the special banking
regulations.

Nevertheless, emphasis must be placed on some peculiarities
regarding DTB business.

All contracts concluded at the DTB are guaranteed by its Clearing
House; this applies both to participants’ trading for their own account
and to the execution of customer orders. The Clearing House becomes
a contracting party to every transaction.

Under the terms of his admission every Clearing Member must
provide a third party bank guarantee (DM 2 000 000.- for Direct
Clearers and DM 10 000 000. - for General Clearers). In the case of
insolvency etc., first of all the margins put up by the Member in
guestion are used. If these do not cover the claims, the guarantee (cf.
above) is drawn upon. If this still does not cover the claim, first of all
the Clearing House's reserves are called upon and then the entire
Guarantee Fund (on a pro-rata basis if applicable).

All Clearing Members are required to restock the guarantee.

Eligibility as Clearing Members at the DTB is limited to banks with
liable equity capital of DM 25 000 000 - (Direct Clearers) or

DM 250 000 000 - (General Clearers). These are subject to the
supervision of the Federal Banking Supervisory Office and of the
Federal Securities Supervisory Office and, in addition, have to meet
several special reporting requirements.

There are no priorities set under the FIA. Section 106B (1) of the FIA
provides that for the purpose of protecting its financial integrity or
stability, a clearing house may take action against an affiliated futures
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broker which: (a) is being wound up, (b) contravened financial,
margining or payment requirements specified by clearing house rules,
or (c) is an affiliate falling into prescribed circumstances. This action
must be approved by the Commission and must be consistent with the
clearing house’s business rules. Insolvency laws pertaining to a
company are provided for in the Companies Act 1965 and its attendant
rules and regulations, in particular the Companies (Winding-Up) Rules.
However, Section 106B (2) of the FIA prevents provisions of the
Companies Act 1965 from invalidating a clearing house’s action or
preventing a clearing house from acting. In the case of an individual,
the Bankruptcy Act 1967 will apply.

Default

For purposes of the rules in this section 12, time shall be of the essence
for the performance of any obligation, and a member or client shall
default if he fails to fulfill any of his obligations in terms of a trade or a
position, in particular if he fails to comply fully and immediately with
his obligation to make payment of margin when due or required in
terms of these rules, or:

- if a party’s membership is terminated in accordance with Rule 4.5;
or

- if the executive committee, in its sole discretion, considers that a
member or client has defaulted; or

- if application is made for his liquidation, whether provisionally or
finally, or for the sequestration of his estate, whether provisionally
or finally.

Consequences of a Client’s Default

Without in any way limiting or detracting from any other remedies
and rights which a member may have against a client in terms of these
rules, in the event of a default by a client, as contemplated in Rule 12.1,
the member shall be entitled, without notice to the client, to:

- assume all of the client’s positions or to assume some of such
positions for his own account and to close out the other within two
business days (or such other period of time determined by the
executive committee) from the date of the default, provided that the
member shall be deemed to have assumed all of the client’s
positions which are not so closed out within the time period
stipulated in this Rule 12.2.1 at the best price available at the close
of business on the day on which such period expires;

- if the member closes out any position pursuant to Rule 12.2.1, use
any amount payable to the client or member, as the case may be, as
a result of the closing out to settle the client’s obligations to the
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member, including any fees due to the member as a result of the
closing out;

- if there remains any further obligations of the client to the member
after the closing out of any position pursuant to Rule 12.2.1, apply
any margin, retained margin, suretyships, cession, lien or any other
money, investment or other security held by the member, for the
account of the client to settle the client’s obligations to the member;

- if there remains any shortfall after the provisions of Rules 12.2.1 to
12.2.3 have been applied, claim such shortfall from the client,
provided that if there remains any balance it shall immediately be
paid to the client.

Consequences of a Non-Clearing Member’s Default

Without in any way limiting or detracting from any other remedies
and rights which a member or client or the clearing house may have
against a non-clearing member in terms of these rules, in the event of
the default of a non-clearing member as contemplated in Rule 12.1 the
following shall apply:

- the clearing member with whom the non-clearing member has
concluded a clearing agreement shall assume all the non-clearing
member’s proprietary positions or assume some of such positions
for his own account and close out the others within two business
days (or such other period of time determined by the executive
committee) from the date of default, provided that the clearing
member shall be deemed to have assumed all of the member’s
positions which are not so closed out within the time period
stipulated in this Rule 12.3.1 at the best price available at the close
of business on the day on which such period expires;

- if the clearing member closes out any or all of the non-clearing
member’s proprietary positions as contemplated in Rule 12.3.1, any
amount payable to the non-clearing member as a result of the
close-out may be used to set-off the non-clearing member’s
obligations to the clearing member which shall include any fees due
from the non-clearing member to the clearing member as a result of
the closing-out;

- if there remain any further obligations of the non-clearing member
to the clearing member after the provisions of Rule 12.3.2 have been
applied, the clearing member may apply any margin, suretyships,
cession, lien or any other money, investment or security held by the
clearing member for the account of the non-clearing member to
settle the non-clearing member’s obligations to the clearing
member;

- if there remains any shortfall after the provisions of Rule 12.3.2 and
12.3.3 have been applied, the clearing member may claim such
shortfall from the non-clearing member, provided that if there
remains any balance it shall immediately be paid to the
non-clearing member;
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- the clients of the non-clearing member shall, without notice to such
clients, become the clients of the clearing member and the clearing
member shall assume the non-clearing member’s obligations in
respect of any trades with or positions of any such client and any
redress from the non-clearing member to which the client is entitled
shall be made good by the clearing member;

- all clients who did not previously have client agreements with the
clearing member shall conclude client agreements with the clearing
member to cover the positions and obligations assumed by the
clearing member in terms of Rule 12.3.5, and where the clearing
member previously had a client agreement with any client of the
non-clearing member, such positions and obligations and
subsequent trades shall be subject to that agreement;

- if after all the remedies set out in this Rule 12.3 have been exhausted
a shortfall still remains, the non-clearing member’s seat may at any
time be sold by the executive officer in terms of Rule 16.4.2 and the
proceeds of the sale shall be utilized to settle such shortfall,
provided that if there remains any balance it shall immediately
thereafter be paid to the non-clearing member.

Consequences of a Clearing Member’s Default

Without in any way limiting or detracting from any other remedies
and rights which a member or client or the clearing house may have
against a clearing member in terms of these rules, in the event of the
default of a clearing member as contemplated in Rule 12.1 the
following shall apply:

- the clearing house shall open a separate trust account with a
financial or other institution it may determine, into which shall be
paid all margin, the proceeds from the sale of the clearing member’s
seat, the proceeds from the suretyship referred to in Rule 4.2.9 and
any other moneys, securities or investments held by the clearing
house in favour or on behalf of or for the account of the clearing
member, and the clearing house may appoint a trustee to manage
the trust account and all the affairs of the clearing member arising
from and relating to its membership of Safex, which trustee shall be
another clearing member (hereinafter in this Rule 12.4 referred to as
“the clearing member trustee™);

- the clearing house or the clearing member trustee shall assume
control of all money and other assets and securities held or
administered by the clearing member on behalf of or for the account
or benefit of any party, and, when requested by the executive
committee, render such reports to the executive committee as the
executive committee may require;

- the clearing house or the clearing member trustee shall be obliged,
without prior notice to the clearing member, to close out all the
clearing member’s proprietary positions at the best price it can
obtain when, in its sole discretion, it so decides;

- 237 -



- when the clearing house closes out the clearing member’s
proprietary positions as contemplated in Rule 12.4.3, any amount
payable to the clearing member as a result of the closing out may be
used to settle the clearing member’s obligations to the clearing
house, which shall include any fees due from the clearing member
to the clearing house as a result of the closing out;

- if there remains any further obligation of the clearing member to
the clearing house after the provisions of Rule 12.4.4 have been
applied, the clearing house may instruct the clearing member
trustee to apply any margin, suretyships, cession or any other
money, investment or security held by the clearing house in terms
of Rule 12.4.1 to settle such obligation, and if any shortfall remains
thereafter the executive officer shall be entitled to sell the member’s
seat in terms of Rule 6.2 and the proceeds of the sale shall be
utilized to settle such shortfall, provided if there remains any
balance that balance shall be immediately paid to the clearing
member;

- the clearing house shall transfer all clients’ and non-clearing
members’ positions cleared through the clearing member to the
clearing member trustee until such time as the provisions of
Rule 12.4.7 have been complied with;

- within a period decided by the executive committee each
non-clearing member with whom the defaulting clearing member
had a clearing agreement shall conclude a clearing agreement with
another clearing member;

- failing the conclusion of a clearing agreement as contemplated in
Rule 12.4.7, a non-clearing member shall be deemed to be in default
and his membership shall terminate in terms of Rule 4.5.1.7,
whereupon the provisions of Rule 12.3 shall apply mutatis
mutandis;

- the clients of the clearing member shall within a period determined
by the executive officer:

- enter into client agreements with other members and
shall trade with the clearing house or clearing member
trustee and such other members to transfer their
positions to the other members; or

- offer to trade with the clearing house or clearing member
trustee as contemplated in Rule 7.2 in such manner that
their positions will be closed out;

- after all liabilities of the defaulting clearing member have been
settled, all amounts paid by any surety in terms of the rules shall be
refunded from the trust account referred to in Rule 12.4.1 and any
balance remaining in such account shall be paid to the defaulting
clearing member;

- if, after the provisions of Rule 12.4.10 have been applied, there are
insufficient funds in the trust account referred to in Rule 12.4.1 for
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the clearing house to be able to fulfill its obligations to any party
arising out of the clearing member’s default, the clearing house
shall, after claiming against any insurance it may have in respect of
the default of a clearing member, call on all clearing members for an
equitable contribution to make good any shortfall and if no clearing
members are willing to so contribute or if, after contributions have
been made, a shortfall still remains, the liquidation of the clearing
house shall be considered by the clearing members.

(b) Position Treatment

Under CFTC regulations the trustee in bankruptcy has the authority
to, among other things, close out futures and option positions

(Rule 190.03 (b)), to make margin payments and calls (Rule 190.02 (g)),
to make or accept delivery on commodity contracts (Rule 190.05) and
to deposit additional margin up to the amount of a customer's pro rata
share of segregated property (Rule 190.02 (g)).

Under SIPA, if a transfer of customer accounts, as discussed below, is
not feasible, protection will be afforded customers in the following
manner: customers are entitled first to a return of all securities
registered in their own names. If securities registered in customer
name are not present in sufficient quantity to satisfy customer claims,
customers are then entitled to their pro rata share of customer cash and
securities held by the firm. To the extent that the foregoing is
insufficient to satisfy customer claims, SIPC is authorized to make
advances to the limits afforded by SIPA, currently $500 000 (including
no more than $100 000 for cash claims). Finally, if a customer's claim
still is not satisfied, the customer will become a general creditor of the
estate.

The powers of Relevant Office Holders (ROHSs) shall not be exercised
in such a way as to prevent or interfere with any action taken under
the default rules of an exchange or clearing house (Companies Act,

s. 159 (2)). The exchange and clearing house will, upon the triggering
of the relevant default rules, commence the transfer or the closing out
of positions held by a defaulting member or designated non-member
to discharge the rights and liabilities between those party as principal
to unsettled market contracts and for there to be paid by one party to
the other a net sum.
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In France the clearing house guarantees the customer's position in the
case of a market member's insolvency.

In the event of a Member default either a Receiver, Receiver and
Manager or liquidator would be appointed. The SFE under its rules
also has power to appoint a member to manage client positions and to
enable their transfer to another Member and the Chairman and Deputy
Chairman of the SFE have power of attorney for this purpose.
Otherwise a receiver and manager or liquidator appointed to a
company would have all of the powers that the Member previously
had, subject always to the segregated accounts requirements of the CL
which protect client funds from the general creditors of the broker and
subject to the right of clients to arrange for the transfer of positions.

SFE By-Law G 24 & G 3 give the Member the right to close out all or
any existing futures positions in any market held by the member on
account of the client without further notice when the client is in default
by failing to pay a call.

A trustee in bankruptcy may close out futures and options positions.
Recent case law suggests that a margin payment may be a fraudulent
preference and therefore subject to challenge by creditors. A trustee in
bankruptcy may make or accept delivery on futures contracts.

Under the SF(CH)O, HKCC and SEOCH are able to close out net
positions of a defaulting clearing member, and liquidate collateral,
without interference from insolvency or bankruptcy laws.

In Chile, the clearing house guarantees the client's positions in case of
bankruptcy of a clearing member.
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The domestic derivative clearing house, OM, enters as partner into
every contract. That means that the clearing takes the responsibility
for any obligations connected to the contracts.

Where a client is in default by failing to pay a call or lodge Approved
Securities, NZFOE rules provide the Dealer with the right to close out
all or any existing client contracts or other futures or options positions
held by that client with the Dealer without further notice.

The by-laws of the Clearing House provide that in the event of default
by a Clearing Member, or appointment of receivers, managers,
liguidators etc., the Clearing House may terminate open contracts
registered in the name of the defaulting member.

See [1.A.6 (a) above.

The exchange is entitled to immediately close out or transfer a
member's positions in case of default. In addition, the exchange may
use any margin deposits or assets held to cover the amounts owing to
it by the defaulting member.

The Clearing organization is the counterparty to every contract. The
Clearing organization is responsible for all obligations regarding the
contracts. Clearing House are authorized to close out a defaulting
members' position.

To begin with, the Clearing House may balance out the open positions
to a net position. Then it is possible to close this net position, which
may be done either by the Clearing House or by an Exchange
Participant designated by the Clearing House.

The next step is the realization of all the money and securities

collateral of the defaulting Clearing Member as well as the Clearing
Guarantee; please refer to the procedure described above.
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In the event of a clearing member default, MFCC has the power to
realise any non-cash collateral margin, close all house account positions,
transfer if possible to another member all positions of non-defaulting
clients. The MDCH is also authorised to take certain actions under the
business rules in the event of a default including the power to liquidate
open positions of a defaulting clearing member, utilise cash and
collateral lodged by a defaulting clearing member towards satisfaction
of any outstanding obligations or losses incurred by the clearing
member or appoint other clearing members to liquidate a defaulting
clearing member’s open positions.

See I1.LA.6. (a).

(c) Position Transferability

The trustee in bankruptcy is required under Rule 190.02 (e) to use his
best efforts to transfer all customer accounts to another FCM.

Transfers of positions within four days of bankruptcy are protected
from avoidance except for fraud, provided that the CFTC does not
object. Bankruptcy Code § 764.

Rule 190.06 (e) provides that generally, all accounts are eligible for
transfer except, among other accounts, house accounts, or if a
partnership, the accounts of general partners, accounts which contain
no open commodity contracts and accounts which are in deficit.

The trustee may arrange to have customer accounts of a failed firm
transferred in bulk to another SIPC member. Customers whose
accounts are transferred are notified promptly and permitted to deal
with the new firm or subsequently transfer their accounts to firms of
their own choosing.

In a SIPA liquidation, all exchange-traded securities option positions of
customers will be closed with the exception of certain covered short
positions The account of the customer shall be credited or debited, as
appropriate, based upon the nature of the options position on the filing
date of the SIPA proceeding. See SIPC Rule 400.

See |1.A.6 (b) above.
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In the event of member default, the clearing house MATIF SA transfers
all opened positions to another market member's books. It repays the
initial and variation margin to the credit of the customer's account by
this new market member. The customer may designate the new
market member which will hold its account. Otherwise the clearing
house designates itself the new account holder among the market
members.

In the case of default by an Exchange Member, the SFE Rules allow for
the positions held for that Member on behalf of clients to be
transferred to other Exchange Members.

In respect of SFECH, By-Law 72.1 permits, inter alia, the SFECH to
close out all or any of the contracts of the clearing member in default.
By-Law 72.1 (d) permits the transfer of positions to another clearing
member

See |1.A.6 (b) above.

HKCC can transfer any open contract registered in the name of a
defaulting HKCC member into the name of another HKCC member
who agrees to accept such transfer together with any initial margin or
variation adjustment held by the Clearing House in respect of such
contracts.

SEOCH may direct a defaulting, suspended or resigning member, or
act on its behalf to give-up a stock options position to another

SEOCH member who agrees to accept such give-up, together with any
SEOCH collateral in respect of margin held by SEOCH in respect of
such stock options position.

If a broker goes bankrupt, the clients may ask that their positions be
transferred to other brokers, if and when these brokers agree to receive
them.
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The clearing house, OM, is entitled on behalf of a failing customer to
buy or sell as many options and/or futures as are necessary to guard
the rights of the house.

The by-laws of the clearing house provide for the transfer of open
contracts.

In the event of default the Clearing House may, after consultation with
the Exchange (where practicable) transfer all open contracts into the
name of another Dealer who has agreed to have the open contracts
registered in its name.

There is a requirement for all client agreement forms acknowledging
contractual terms between NZFOE members and their clients to
contain a provision appointing the chairman of the Board of the

Exchange to do all things necessary to provide for the transfer of open
positions where a Dealer's trading rights have been suspended.

See [1.LA.6 (a) above.

See |1.A.6 (b) above.

The rules of the clearing house provide for the transfer of open
positions to other brokers.

The customers of the defaulting Participant may ask for their positions
to be transferred to another Exchange Participant.

In the case of a default by a clearing member, the clearing houses’ rules
allow for the transfer of open positions to another clearing member.

See II.LA.6. (a).

Market Disruptions; Firm Financial Problems
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(a) Early Warning or Increased Reporting Requirements

The "early"” warning provisions in Rule 1.12 (b) require that each FCM
who knows or should have known that its adjusted net capital was less
than 150% of the minimum amount required must file written notice
with the CFTC within 5 days. See II.A.1 (d) above.

Rule 1.12 (d) requires that whenever an FCM discovers or is notified
by an independent public accountant of a material inadequacy in its
accounting system or procedures it must notify the CFTC within

3 days.

The Intermarket Communications Group (ICG) which consists of both
securities and commodities exchanges, as well as the CFTC and SEC,
has established a system called INFOE by which the exchanges may
transmit price information during market declines.

On May 1%, 1996, the CFTC published final rules concerning early
warning reporting requirements for FCMs. Among other things, the
rules require reporting of a margin call that exceeds an FCM's excess
adjusted net capital which remains unanswered by the close of
business on the day following the issuance of the call and also would
require reporting by an FCM whenever its excess adjusted net capital
is less than six percent of the maintenance margin required to support
proprietary and non-customer positions carried by the FCM unless the
non-customer is itself subject to minimum financial requirements of
the CFTC for an FCM or those of the SEC for a securities B/D. See 61

Eed_Reg. 19177 (May 1%, 1996).

Rule 17a-11 under the 34 Act sets forth the Commission's early
warning system. The early warning system provides mechanisms by
which the Commission and the SROs are made aware of those broker-
dealers experiencing financial or operational difficulties. When a firm
crosses one of the parameters of the rule, it is required to immediately
notify the Commission and its designated SRO and the CFTC if the
broker-dealer is registered with the CFTC. This notification is
followed by appropriate reporting.

Several occurrences trigger the requirements of Rule 17a-11. Under
certain circumstances, a broker-dealer which has failed to maintain its
minimum required net capital; has "satisfactory subordination
agreements" in excess of the maximum allowable amount; or has
aggregate indebtedness in excess of 1 200 percent of the firm's net
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capital, total net capital less than 120 percent of the firm's minimum
net capital, or net capital less than five percent of aggregate debit items
is responsible for complying with the provisions of Rule 17a-11. Other
events which implicate the provisions of Rule 17a-11 are a dealer's
failure to deposit collateral in a specialist or market maker account; a
broker-dealer's failure to make and keep current the books and records
specified in Rule 17a-3; and the existence of a material inadequacy in
the broker-dealer's accounting system, internal audit controls, or
procedures for safeguarding securities. Additionally, violations of
Rule 15¢3-1 applicable to a broker-dealer that carries options
specialists' accounts or whose net capital will reach the above
parameters due to the expiration of certain subordination agreements
create telegraphic obligations under Rule 15¢3-1.

The clearing house and the exchanges monitor members' overall
positions on a daily basis; this assessment includes a review of the
potential risks associated with each firm's exposure.

The London Clearing House uses a direct debit system in respect of
clearing members' accounts. Where the direct debit order cannot be
satisfied, the firm is deemed to be in default and, pursuant to clearing
house rules, and with the cooperation of the relevant exchanges, action
may be undertaken to close out or transfer those members' positions to
other clearing members.

SFA's financial rules require firms to notify SFA in a number of
different circumstances. The most significant of these are: where the
firm has reason to believe that it is, or will be, in breach of its financial
resources requirement together with the details of the steps which the
firm is taking, or has taken, to remedy or prevent the breach

(SFA's FRs, 3-31 (1)); where the firm has reason to believe that there is
a deficiency of net assets in its subsidiary (3-31 (2)); where the firm has
reason to believe that it will be unable either to submit a financial
reporting statement in due course or to make a payment to an
exchange, clearing house by the due date thereby causing the default
of the firm under the rules of that exchange or clearing house (3-31 (5));
where a firm becomes aware of any claim under a contingency which
is likely to exceed the lower of £ 100 000 or 10% of the firm's financial
resources (3-31 (6)); where the firm has reason to believe that any
reporting statement previously supplied to SFA was or has become
misleading in any material respect (3-31 (7)); and where a firm makes a
claim on an insurance policy it holds relating to professional
indemnity or any other policy required by the rules of an exchange or
clearing house to which it is subject (3-31 (8)).

A firm which is a "broadscope” firm, such as a clearing firm, must also
notify SFA if it is has reason to believe that its liability in respect of
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unsecured loans exceeds 10 times its tangible net worth (for these
purposes, subordinated loans which qualify as eligible capital
substitutes or loans which arise from money borrowed to finance the
purchase of investments to the extent that the firm's position in those
investments is a long position are excluded (SFA's FRs, 3-32 (4)).

A firm is required to notify SFA it has not carried out, or is not able to
carry out reconciliations of safe custody investments and other assets
belonging to third parties or if, having done so, the firm is unable to
correct any differences or deficiencies or deficiency as required by the
rules of SFA (SFA's FRs, 3-33 (5)).

In addition to the ongoing prudential supervision by the Banking
Commission, the clearing houses and the exchanges monitor
member’s overall positions on a daily basis. This assessment includes
a review of the potential risks associated with each firm’s exposure.

Each market participant on the financial futures market must
promptly, inform the clearing house and the exchange of any
circumstances. Or event regarding its financial conditions which may
affect its solvency. It must also consent in advance to the disclosure of
such information to the clearing house by their relevant prudential
SuUpervisors.

Stock exchanges can suspend a member if the member has become
insolvent or is deemed likely to become insolvent.

Daily position reporting of significant client positions is reported to the
SFE (known as "reportable positions") if a position held by a Member
in an account which is, at the close of the trading on a business day is:

an open position which equals or exceeds:

- a predetermined number of bought or sold futures positions in a
particular commodity in any one delivery month; or

- a predetermined number of open bought or sold options in a
single options series as may be prescribed by the Board; ora
position where:

- the number of open futures contracts which are not covered

by opposite positions in the same contract in the same
delivery month; or

- 247 -



- the number of options which are not covered by opposite
positions in the same option series equals or exceeds such
number as may be prescribed in each case by the Board.

SFE Members are required to make a report to the SFE if their

NTA requirements (currently $A 1 million) fall below 150% of the
minimum requirement. SFE monitors positions and undertakes
investigations where necessary. SFE has wide powers to take action if
any undesirable market situation arises.

Early warning systems have been instituted by the TFE and the IDA.
Members may be suspended if a panel auditor, exchange auditor, the
IDA or the TFE determines that the member is insolvent,
undercapitalized or that its financial or operational condition is such
that its continued operation would be prejudicial to the public interest.

The regulation specifies that a securities dealer / broker must inform
the CVMQ immediately when it does not have the net free or working
capital required by the regulation. The rules of the exchange and of
the clearing house also contain provisions that specify a

dealer / broker have to advise the exchange and the clearing house
immediately if it has indication or suspicion that it may not meet the
requirements prescribed by the rules of the self-regulatory
organization ( re: minimum capital adequacy requirements ).

HKFE and SEHK members are required to report “large open
positions” in relation to house and client accounts.

HKCC and SEOCH impose and monitor capital-based position limits
for all clearing members. Early warnings are provided if a member
approaches these limits.

Dealers must notify the SFC and, if relevant, the exchanges if their
liquid capital falls below 150% of the required amount or drops by 20%
from the prior reporting period.

The exchanges and clearing houses are authorized to impose increased
reporting requirements on any member.

The securities exchanges may suspend a member broker if he goes
bankrupt or if it is highly probable that he is about to go bankrupt.
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Furthermore, in such cases, the SVS is authorized to suspend or cancel
the broker's registration in the Superintendency.

Institutes supervised by the FSA have to report losses to the FSA.

An electronic surveillance feed operates between NZFOE and the
Clearing House for daily reporting of all clearing member positions
and client positions.

There are currently no preset increased reporting requirements.
However, NZFOE Business Conduct Committee may request
increased reporting at any time.

The CCG monitors clearing member's overall positions on a daily
basis; to this scope the clearing house reviews member's potential risks
under differential hypothesis.

Moreover, each clearing member is required to notify immediately the
CCG if its net capital no longer meets the capital requirements. In such
case CCG must promptly inform CONSOB and Bank of Italy and the
member is given 3 months limit to reestablish the net capital amount
required.

Financial intermediaries, as well as the exchanges, are obliged to
inform the CNMV (or the relevant regulatory agency) immediately of
any event regarding their financial condition which may affect their
solvency. This is due to the continuous nature of the relationship
between firms and the relevant supervisory body.

Additionally, the full scope inspections conducted by the CNMV
through routine and discretionary on-site visits permit to foresee any
event of insolvency or lack of liquidity.

Each exchange, as an SRO entity, must supervise the activity of its
members / intermediaries. According to CNV Resolution No. 227 they
must monitor intermediaries' potential financial problems, in order to
protect customers and to preserve the market's financial integrity. The
Commission must be kept appraised of all relevant information on this
matter.
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Every Clearing Member is required to report to the Clearing House
immediately if he is unable to fulfill his obligations arising out of

transactions conducted at the Deutsche Bérse AG. The Emergency
Committee of the DTB may decide the expulsion of the Participant.

If a Non-Clearing Member defaults on payment, the competent
General Clearing Member is required to report this to the Clearing
House. At the request of the GCM the NCM may - by decision of the
Emergency Committee - be excluded from trading.

The exchanges are required to furnish to the Commission a weekly
market surveillance report which contains information to address
concerns such as concentration of position, front running, churning,
marking and any abnormal trading patterns prior to contract expiry or
company announcement (in the case of equity derivatives). The
exchanges conduct real-time market surveillance, and the Commission
maintains a supervisory role over their activities.

The exchanges conduct:

» daily market surveillance of the markets they operate;
» surveillance of trading activities of members;
* periodic audits of members; and

* investigations into breaches of their business rules and undertake
enforcement action. Where their investigation also reveal breaches
of the FIA, the matter is referred to the Commission for further
action.

A member shall at all times have own funds equal to the greater of:

- theinitial capital referred to in Rule 4.2.5, 4.2.6, 4.2.7 or 4.2.8 as the
case may be; or

- thirteen weeks operating costs; plus

- the position risk requirement; and

- the settlement risk requirement; and

- the large exposure risk requirement; and

- the foreign exchange risk requirement; such that the following
formula is satisfied:
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ONF > CAR

and

CAR = (greater of ICR or AOC/4) + PRR + CRR + FXR + LPR
where

ONF = Own funds

CAR = Capital adequacy requirement

ICR = Initial capital requirement

AOC = Annual operating costs

PRR = Position risk requirement

CRR = Counterparty risk requirement
FXR = Foreign exchange risk requirement
LPR = Large position risk requirement

Subject to Rule 4.6.7, a member shall submit the capital adequacy return
monthly within seven days of the end of the month or within such other
period that the executive officer may require. Provided that a member
shall at all times comply with the capital adequacy requirement referred
to in these rules.

A member may apply in writing to the executive officer for exemption
from the requirement to submit the return referred to in Rule 4.6.6 and
the executive officer may, in his discretion, grant such exemption.
Provided that the member confirms that it shall submit a similar return
to another financial exchange or stock exchange or to the Registrar of
Banks and such other financial exchange, stock exchange or the Registrar
of Banks confirms that it shall accept such returns and, in terms of an
agreement between it and Safex, ensure the compliance by the member
with its rules and any other requirements relating to the capital adequacy
of the member.

(b) Price Limits, Circuit Breakers

In general, each exchange determines the price limits for a particular
contract traded at that exchange. At CME and NYMEX, for example,
the daily price limits are contained in each contract and vary contract
by contract. In most contracts, however, the limits do not apply on the
final day of trading. Certain contracts do not have price

limits: however, most agricultural commodities have price limits.

Most exchanges have rules permitting the limits to increase should
there be successive days of trading at the limit. CBT Rule 1008.01 (B)
provides, for example, that if three or more contracts within a contract
year close on the limit for one business day, then the limit would be
raised to 150% of its current level, where it would remain for two
successive business days.
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Subsequent to the market crash of October 1987, all commodity
exchanges trading securities derivative products have adopted
coordinated circuit breaker rules which are designed to become
effective when stock indices fall by specified amounts. The circuit
breaker mechanisms include price limits and trading halts of specified
durations followed by coordinated reopening procedures across
markets.

Neither the SEC nor the securities or options SROs have imposed
limits on the amount by which the price of an individual stock or
option may fluctuate in any given day. The Commission, however,
has approved procedures (called "circuit breakers") by which options
trading as well as securities and futures trading will halt when the
Dow Jones Industrial Average ("DJIA") declines below certain pre-set
limits.

Specifically, pursuant to rules of stock, options and commaodities SROs,
equities, options, and stock index futures will halt trading for

30 minutes if the DJIA declines 350 points below the previous day's
closing value. Trading will resume at the conclusion of the 30 minutes
halt. If the DJIA subsequently declines 200 additional points (total of
550 point decline) in the same trading day a one hour trading halt is
called.

In addition, the Commission has approved NYSE Rule 80A that
imposes certain conditions on the execution of index arbitrage orders
when the DJIA advances or declines 50 points or more from its closing
value. Specifically, when the DJIA declines by 50 points or more from
its previous day's closing value, all index arbitrage orders to sell in the
component stocks of the Standard & Poor's 500 Stock Index entered on
the NYSE must be entered with the instruction "sell plus”. Conversely,
when the DJIA advances 50 points, all index arbitrage orders to buy
must be entered with the instructions "buy minus."”

Whilst exchange rules vary, some provide for the temporary cessation
of trading on a specified price limit move after which trading is
resumed generally without limit. The length of time during which
trading may cease will vary according to the exchange. Price limits
will vary according to the contract being traded. At the discretion of
the exchange, these may be altered.

Exchange rules also provide for emergency measures including

cessation of trading with a view to maintaining orderly conduct of
business. In the context of exchanges and clearing houses, the FSA
imposes strict requirements of cooperation through the _sharing of
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information and otherwise with any authorities, bodies or persons
having responsibility for the supervision or regulation of investment
business or other financial services (FSA, Schedule 4, and s. 39).

Margining is the responsibility of the clearing houses. MATIF SA has
the authority to make intra-day margin calls in case of wide intra-day
market volatility.

Stock exchanges have price limits as shown below:

- JGB futures: approximately 2.0% of last closing price;

- T-bond futures: approximately 3.0% of last closing price of CBOT;
- Stock index futures: approximately 5.0% of last closing price;

- Stock index options: approximately 5.0% of last index value of the
cash market.

Trading by prices over or under the price limit is not allowed till
closing time.

Stock exchanges have circuit breakers. Futures trading shall be
suspended for 15 minutes, when the futures price advances (or
declines), and exceeds a specified price range and at the same time a
specified point of intervals of the fair value.

Implementation or exercise of the emergency measures depends on the
judgement of the market situation by the stock exchanges.

There are no price limits or circuit breakers.

The TFE has daily price limits on its contracts. In addition, the TFE
has circuit breakers applicable to stock index futures which track
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the circuit breaker provisions on the TSE and the New York Stock
Exchange.

The rules of the exchange include provisions concerning circuit
breakers to halt trading in certain circumstances and the Governing
Committee of the Montreal Exchange establishes for each futures
contract a maximum price limit with respect to the previous days
settlement price.

HKFE maintains maximum fluctuation limits for HIS futures,

HIS sub-index futures, and HIBOR futures. However, there are no
limits for spot month contracts. There are also no fluctuation limits
for HIS options, currency futures, and stock futures.

There are no price limits for SEHK stock options.

There are no circuit breakers in Hong Kong.

The maximum allowed variation for IPSA futures contracts is 15%
of the contract's closing price on the previous day; 3.75% for the
observed dollar. If these limits are exceeded, trading is stopped
and the clearinghouse evaluates the positions. Later, trading may
begin again, but operations will be subject to new maximum
variations fixed by the clearinghouse, which if violated a second
time may lead to a halt to trading for that day.

There are no such price limits. Off-exchange transactions have to
be done within the current spread at the exchange.

There are no price limits or circuit breakers.
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At the present, there are no price limits or circuit breakers on the
Italian derivative market.

Each exchange determines the price limits for the contracts traded
at that exchange. Both at MEFF RF and FCM price limits exist for
futures contracts, varying according to the contract. In contrast, at
MEFF RV, neither index futures and options nor individual stock
option contracts have price limits.

Neither the CNMV nor the exchanges have adopted circuit breaker
procedures.

In this sense, it is worth noting that trading halts in the underlying
market do not necessarily imply cessation in futures and options
trading. Nevertheless, during these halts market makers become
discharged of any assumed obligation concerning quotation
(frequency, maximum spread, etc.). In practice, the exchange is
sufficiently empowered to take account of an emergency situation.

Each exchange determines the daily limits for all contracts traded
on that exchange.

No price limits in DTB trading are currently set by the Board of
Governors. However, under the Exchange Rules, the Board of
Governors has the option of employing all the available measures
- including price limits - to maintain orderly market conditions.
There exist no rules concerning circuit breakers.

Price limits, position limits, and reportable positions are limits that
can be, and are imposed by the exchanges and clearing houses
under their respective business rules. Position limits and reportable
positions can also be imposed by the Commission under the FIA.
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There is no price limit, the transactors decide the price where they
are willing to buy and sell respectively. The only limit is if the trade
is not exempt from on-ATS trading, it must be at the best bid or
offer price to trade automatically

(c) Super Margins

Some exchanges have established rules for calling additional
margins when market conditions and price fluctuations cause the
responsible official to conclude that additional margins are
required to maintain an orderly market or to preserve fiscal
integrity. See, e.g., CME Rule 828A. KCBT has a similar rule.

NYMEX Rule 9.20 (C) permits a clearing member to have a position
in excess of its aggregate position limits provided that the clearing
member deposits with the clearing house two times the original
margin or straddle margin required for a futures contract at the
highest rate of original margin for any futures contract. CSC has a
similar rule for expanding capital based position limits.

Broker-dealers and OCC have the authority to request the payment
of increased margins on an intra-day basis on a firm-by-firm basis
as conditions warrant. Generally, OCC will make an intra-day
margin call to protect against extreme intra-day market volatility.

Additional margin requirements may be imposed across the board
at the discretion of the exchange / clearing house during, for
example, times of particularly high volatility.

An exchange / clearing house may determine that an individual
clearing member firm is particularly at risk and may impose on that
clearing member additional margin requirements in excess of those
imposed on other clearing members.
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In case of emergency, stock exchanges can increase margin levels.

This is at the discretion of the Clearing Houses and the Members of
the SFE.

Margining is the responsibility of the Clearing Houses. Any
change to margining procedure is only implemented after full
consultation with the Exchange.

The TFE and CDCC each have rules which enable them to increase
margins as necessary in emergency situations. The OSC, pursuant
to subsection 20 (2) of the CFA may, where it is in the public
interest, to do so.

Rules of the exchange and of the clearing house establish minimum
initial and maintenance margin levels for all products. The amount
of margin which a broker / dealer may be required to deposit may
be varied at any time and from time to time without advance notice
whenever the Canadian Derivatives Clearing House, in its sole
discretion, considers such variation necessary or advisable for the
protection of the corporation, clearing member or the investing
public. Clearing members may impose more stringent margin
requirements than those imposed by the clearing house or the
exchange.

HKCC and SEOCH may call for additional margins or intra-day
margin. Intra-day margin calls are triggered by specified
parameter breaks or at the discretion of the clearing house.
Members are required to meet these calls within one hour. HKCC
imposes a special additional margin requirement on members who
have total net margin exceeding 30% of the total net margin
requirement of all the members having the same kind of risk (i.e.
either upside or downside risk) in the market.
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The securities exchanges are authorized to increase the margins
when market conditions so require; however, reducing margins
requires authorization from the SVS.

The collateral margin can, according to the OM general conditions,
be either positive or negative. A negative collateral margin means
that the customer must provide additional collateral.

This is at the discretion of the Clearing House with respect to
Clearing Members and at the discretion of Dealers with respect to
client positions.

The clearing house after consultation with the Exchange, may
adjust initial margin rates at any time with immediate effect.

CCG may call intra-day margin in case of an unusual price
movement occurred in one or more derivative instruments. The
additional margin is equal to the difference between the amount of
initial and variation margins owed with respect to all open
positions valued at the last price before the margin call and the
amount of global guaranties already deposited by each member.

Market rules contemplate the possibility that the exchanges require
under exceptional market circumstances, at their discretion, from
their members and clients an extraordinary margin, consisting in an
amount in addition to the daily margin. Such intra-day margin call
implies only one-sided payments.

The extraordinary margin should apply whenever the price of the
underlying asset gets outside the valuation interval considered for
the calculation of the daily margin, so the guarantee deposits of the
exchange are insufficient to properly cover any position in case of
default.
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In the particular case of the equity options contracts traded on
MEFF Renta Variable, an additional mechanism for extra margin
calls has been set up. The margin required for an account position
is increased proportionally when the delivery obligations at
settlement could represent a significant amount of the average
trading volume in the underlying market.

Also, in agricultural contracts margins are doubled for short
positions during the delivery period.

Exchanges may increase margin levels whenever market conditions
so require. This is at the discretion of the exchange, and subject to
the approval of the Commission.

Besides the usual margins, pursuant to No 1.3.3 of the Clearing
Conditions, the Deutsche Boérse AG Clearing House may require
larger or additional collateral. The General Clearers have the same
right vis-a-vis the Non-Clearing Members.

The clearing houses are able to vary the amount of initial margin
that may be paid in respect of a particular contract and to call for
the payment of variation margin on an intra-day basis. Under the
business rules of the clearing houses and under the FIA, the
clearing houses may close out or transfer the positions held by a
clearing member in the event of a default by that member.

Clearing members may require additional margin from
non-clearing members and non-clearing members may require
additional margin from clients.
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Recordkeeping (specify types and manner of financial records to be
maintained (e.g., accounting records using GAAP)); retention period,
availability, and confidentiality.

(2) Who Maintains, and Where

(b) Who has Access, and When

Rule 1.31 requires all books and records to be kept for a period of
five years and to be readily accessible during the first 2 years of the
5-year period. All books and records must be open to inspection by
any representative of the CFTC or the U.S. Department of Justice.

Under Rule 1.31 (b) and (c), computer, accounting machine, or
business machine generated records may be immediately produced
or reproduced on microfilm or microfiche, or produced on an
optical disk in conformity with the requirements of Rule 1.31 (d).
For all other books and records, microfilm or microfiche copies may
be substituted for the hard copy for the final three years of the five-
year period. Such microfilm or microfiche records must be
arranged and indexed and must be easily accessible.

Pursuant to Rule 1.18, FCMs and IBs (except for IBs operating
pursuant to a guarantee agreement), unless also a B/D, must
prepare and keep current ledgers which show each transaction
affecting asset, liability, income, expense and capital accounts
consistently with the form 1-FR (or the FOCUS Report if a B/D),
and make a formal computation of their adjusted net capital and
their minimum financial requirements as of the close of business
each month.

Pursuant to Rule 1.27 each FCM which invests customer funds
must keep a record which shows the details of the investment,
including the size and type of investment, the date of the
investment, and any disposition made of the investment.

Rule 1.32 requires an FCM to compute each day the customer funds

in segregated accounts and the FCM's residual interest in those
funds.
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Under Rule 1.34 each FCM is to prepare a monthly balance of all
open positions which brings to the closing or settlement price all
open futures and option positions.

Rule 1.35 (a) contains the general recordkeeping requirements for
FCMs and IBs with respect to futures, commodity options, and cash
commodity transactions. FCMs and I1Bs must keep full, complete,
and systematic records, together with all pertinent data and
memoranda. Records to be kept include all orders (filled, unfilled,
or canceled), trading cards, signature cards, street books, journals,
ledgers, canceled checks, copies of confirmations, copies of
statements of purchase and sale, and all other records, data and
memoranda which have been prepared in the course of its business.

Rule 1.35 (a-1) (1) (4) requires FCMs and IBs to prepare written
records of a customer order immediately upon receipt. The records
must include the customer identification and order number, and
must be time stamped to the nearest minute from the time the
order is received. For option customers the record shall record to
the nearest minute the time the order is transmitted for execution.

Rule 1.35 (b) requires FCMs and IBs to regularly prepare and
maintain account ledgers and transaction journals which record, for
each customer, charges and credits to an account, and detailed
information about futures and option transactions.

Rule 1.36 (a) requires FCMs to maintain records of all securities and
property received from customers to margin, purchase, guarantee,
or secure a futures or exchange option transaction. The records
must show where the property is deposited and any other
disposition of the property.

Rule 1.37 (a) requires FCMs and IBs to keep a record of each
account carried, the name and address of the customer, and the
customer's principal occupation or business. The record must also
show the name of any person guaranteeing the account or
exercising any control over it.
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Rule 1.37 (b) requires each FCM carrying a futures or option
omnibus account for another FCM, foreign broker, or other person
to maintain a daily record of the positions in each such account. See
alsa records required by exchanges of large traders' gross positions
which are used for financial as well as market surveillance, as
discussed in 11.B.5 (d) below.

Rule 17a-3 under the 34 Act requires broker-dealers to keep records
relating to, among other things: (1) daily transactions and receipts
and disbursements of money; (2) the firm's assets and liabilities,
income and expense, and capital accounts; (3) each cash and margin
account of every customer and each account of the firm and its
partners that reflects all purchases, sales, receipts, and deliveries of
securities for such accounts; and (4) the location of various
securities for which the firm is responsible.

Rule 17a-4 under the 34 Act, contains the preservation
requirements for the broker-dealer's records. Generally, records
must be preserved for three or six years with the first two years in
an easily accessible place. Rule 17a-4 permits a broker-dealer to
substitute, in place of hard copy versions, microfiched or
microfilmed copies of the records required to be maintained and
preserved pursuant to Rules 17a-3 and 17a-4. Rule 17a-4 also
permits a broker-dealer to employ electronic storage media that
meets the conditions set forth in 17a-4 to maintain records pursuant
to Rules 17a-3 and 17a-4.

The Commission and the SROs have access to registered
broker-dealers' books and records. These books and records, which
are treated as confidential, must be available for immediate
examination on the firms' premises. Public access to such
information is limited by Regulation § 200.80 (b) (17 C.F.R.

8§ 200.80 (b)) adopted by the Commission under the Freedom of
Information Act ("FOIA") (5 USC § 552 (1989)).

The financial records which a firm is required to maintain are
identified in Rules 3-10 to 3-14 inclusive of SFA's financial rules.
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The essential requirement relating to financial records is that such
records must be sufficient to show and explain the firm's
transactions and commitments (whether affected on its own behalf
or on behalf of others) and in particular so that these records:

0] disclose with reasonable accuracy the financial
position of the firm at any point in time within the
previous six years when the firm was a member of
SFA;

(D] demonstrate whether or not the firm is or was at that
time complying with its financial resources
requirement; and

(i) enable the firm to prepare within a reasonable time
any financial reporting statement required by SFA as
at the close of business of any date within the previous
six years when the firm was a member of SFA, and
such that the statement complies with the
requirements of the rules of SFA.

A firm must ensure that its accounting records shall as a minimum
contain:

M entries from day to day of all sums of money received
and expended by the firm whether on its behalf or on
behalf of others, and the matters in respect of which
the receipt and expenditure takes place;

(i) a record of all income and expenditure of the firm
explaining its nature;

(i) a record of all assets and liabilities of the firm
including any commitments or contingent liabilities;

(iv) entries from day to day of all purchases and sales of
investments by the firm distinguishing those which
are made by the firm on its own account and those
which are made by or on behalf of others;

(V) entries from day to day of the receipt and dispatch of

documents of title which are in the possession or
control of the firm; and

- 260 -



(vi) a record of all investments or documents of title in the
possession or control of the firm showing the physical
location, the beneficial owner, the purpose for which
they are held and whether they are subject to any
charge.

A firm must ensure that its accounting and other records contain
details of exposure limits for trading positions, and for
commitments under its adequate credit management policy, which
are appropriate to the type, nature and volume of business
undertaken and that the information contained in the records is
capable of being summarised in such a way as to enable actual
exposures to be measured readily and regularly against these limits
(SFA's FRs, 3-12 (1)).

A firm must maintain its records in a manner such that they
disclose, or are capable of disclosing, in a prompt and appropriate
fashion, the financial and business information which will enable
the firm's management to:

0] identify, quantify, control and manage the firm's risk
exposures;

(i) make timely and informed decisions;

(i) monitor the performance of all aspects of the firm's

business on an up-to-date basis;
(iv) monitor the quality of the firm's assets; and

(V) safeguard the assets of the firm, including assets for
which the firm is responsible belonging to customers
and other persons (SFA's FRs, 3-12 (2)).

A firm may keep a record in a form other than a document or copy
of a document provided that the record can be reproduced in hard
printed form. Where all the records relating to a counterparty are
not kept together, a firm must ensure that each location where
documents relating to that counterparty are retained contains an
indication that other records relating to that counterparty exist and
how access to them can be obtained. A firm may accept and rely on
records supplied by a third party so long as those records are
capable of being and are reconciled with records held by the firm.
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A firm's records must generally be in English but may be in another
language if the firm has facilities for producing a translation of the
record into English within a reasonable time of any request for
production of such a translation being made by SFA or the firm's
auditor or reporting accountant (SFA's FRs, 3-13 (1)).

A firm must keep all records required by Rules 3-10 to 3-13 as well
as any working papers necessary to show the preparation of any
reporting statement or any other periodic return to SFA. A firm
must keep these records and working papers for a period of six
years after the date on which they are first made or prepared
(SFA's FRs, 3-13 (4)).

A firm must produce any record, working paper or document
required to be kept by Rules 3-10 to 3-13 to SFA or anyone
nominated by SFA on demand at such reasonable time and place as
may be specified by SFA or its nominee (SFA's FRs, 3-14).

The following records and documents relating to a market
member's business on the French futures market must be kept on a
daily basis:

- Transactions for each customer's account (deposits and margins);
- Open positions by customers, for each contract's maturity; and

- Business day commissions and premiums.

Monitoring of the compliance with financial rules also has to be
available as does every statement relating to relationships with
customers. Market participants are required to maintain complete
and accurate information about funds and transactions on a daily
basis.

The relevant exchanges and clearing houses have access to these

records as well as the professional body the CMF, and the
prudential supervisor the Banking Commission.
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Documents and data relating to transactions made on a regulated
market, including a derivatives market have to be kept for a period
of five years by the market member.

The accounts and trade records must be made and kept for at least
ten years by every securities house. The detail of the record
requirements are described by laws.

Section 1213 provides that a futures broker (but not a futures
adviser) shall keep such accounting records, in such detail as
required by s. 1213 (2) of the CL, as correctly record and explain the
transactions and financial position of the business of dealing in
futures contracts carried on by the broker. The records are to be
kept in such a manner as will enable true and fair profit and loss
accounts and balance sheets to be prepared.

Records of transactions entered on behalf of a client are to be kept
separate from records of other transactions entered into by the
broker (s. 1213 (4)).

The accounting and audit provisions of the CL in respect to futures
brokers apply regardless of where the business is carried on
(s. 1212 (1)).

If accounting or other records are kept by a futures broker at a
place outside Australia, the broker shall cause to be sent to and
kept at a place in Australia such particulars with respect to the
business dealt with in those records as will enable true and fair
profit and loss accounts and balance sheets to be prepared

(s. 1213 (8)).

The ASC may require a corporation who is the holder of a futures
broker license to give it specified information relating to the
business of dealing in futures contracts that it is carrying on, or has
carried on (s. 1154 (1) CL).

An auditor of a futures broker has a right of access at all reasonable
times to the accounting records and other records, of the broker,

- 263 -



and is entitled to require such information and explanations as the
auditor desires for the purposes of audit (s. 1219 CL).

Section 29 of the Australian Securities Commission Act ("ASCA")
gives power to the ASC to inspect without notice any book that the
CL requires to be kept. Sections 30 and 32 of the ASCA give power
to the ASC to require the production of books in relation to the
affairs of a body corporate and in respect to futures contracts upon
notice being given. "Books" is widely defined and includes
accounting records however stored.

Section 1274 of the Corporations Law limits public access to futures
documents that are lodged subject to statutory reporting
requirements. This includes auditors reports and profit and loss
statements of futures brokers.

A broker must retain company records for a limit of 7 years.

The TSE, the TFE and the IDA receive audited financial statements
annually from their members. The key financial filing is the
monthly JRFQR, which includes a balance sheet (including a
categorization of assets as "allowable" or "non-allowable") and a
calculation of risk adjusted capital (a negative risk adjusted capital
represents a capital deficiency). Dealers must notify the TSE, the
TFE or the IDA if their risk adjusted capital falls below
requirements. Auditors, appointed by the TFE, the TSE or the IDA
and approved by the OSC, have unconditional access to all books
and records of each dealer.

Dealers must maintain books and records necessary to record
properly their business and financial affairs. Records may be kept
by mechanical or electronic devices provided that the dealer takes
adequate precaution to guard against the risk of falsification and
provided that the dealer provides a means for making the
information available in an accurate and intelligible form to any
person lawfully entitled to examine the records.

Dealers must also maintain an itemized daily record of: all trades in
contracts; all receipts and disbursements of cash; all other debits
and credits; the account for which each transaction was effected,;
the date of the transaction; the exchange; the name of the dealer, if
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any, used by the dealer to effect the trade; the commodity, the
quantity bought or sold; the delivery month and year; the price at
which the contract was entered into; and, in the case of options, the
type and number bought or sold, the premium, the underlying
interest, the delivery month, the year of the futures contract
forming the underlying interest in the case of futures options, the
declaration date and the strike price.

In addition, dealers must maintain a ledger for each customer
setting out the property received from the customer and detailing
all transactions involving such property. Dealers must also
compile a commodity record showing separately for each
commodity all long or short positions carried for its accounts and
for the accounts of its customers.

Records showing each order or instruction received respecting
trades in commodity futures contracts and commodity futures
options (whether executed or unexecuted) must also be maintained
as must copies of all statements sent to customers.

Documents relating to unexecuted orders or instructions,
confirmations of trades, statements of purchase and sale and
monthly statements must be maintained for a period of at least

2 years. Documents and instructions relating to executed orders or
instructions must be maintained for a minimum of 5 years.

” Quebec

A dealer / broker must keep the accounting books and registers
necessary to its activities and must retain them for a period of at
least five years.

The accounting books and registers that a dealer must keep
include:

- aregister for primary registration in which are entered in
chronological order purchases and sales of securities allocated
according to the markets on which the transactions were effected,
securities received and delivered, cash receipts and
disbursements;
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- acustomer's ledger in which, for each separate account, are
entered the buy and sell transactions, the securities received and
delivered, and all the other transactions entered as debits or
credits in the account;

- the books in which are entered:

the securities being transferred,;

dividends and interests received;

securities borrowed or loaned,

sums borrowed or loaned, with identification of the
security attached;

securities not received or not delivered by settlement
date;

long and short positions for each security, both in
customers' accounts and in those of the registered
person, with identification of the account and the place in
which the securities are kept or the position taken in
compensation for the securities sold short;

- aregister of buy and sell orders and the related instructions, in
which are entered:

the description of the order;

the account to which it refers;

the name of the person who placed the order;

the date and the time of the order;

where applicable, the fact that the order was placed
under a management contract;

the price at which the order was executed;

the date;

- aregister containing the copies of the confirmation slips and the
statements sent to customers;

- afile for each customer containing:

the name and address of the account holder and, where
applicable, of his guarantor;

any proxy by which the account holder grants to another
person power to place orders for him, with the address
of that person;
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-- Inthe case of a joint account or an account opened in the
name of a company, the name and address of the person
authorized to place orders, with the document granting
him such powver;

-- where appropriate, a contract for a margin account,
signed by the holder of the account, and, where
applicable, by his guarantor;

a register in which are entered the options bought, sold or
underwritten by the dealer, with the value and number of the
securities to which those options refer;

books and registers showing in detail all the assets and liabilities,
proceeds and expenses as well as capital;

a monthly trial balance and a monthly computation of adjusted
liabilities and net free or working capital;

a register in which are entered details of the daily commissions
of the representatives.

ME

Every member of the ME must comply with the provisions of the
Securities Act.

ICo

Every clearing member shall keep records showing with respect to
each exchange transaction:

- the names of the clearing members who are parties to the
transaction;

- the trade date;

- the name of the client;

- ifin respect of a future, the class and series of futures, the
underlying interest, the number of contracts, the contract price,
the delivery month and year, whether the transaction was a buy

or sell transaction and whether it was an opening or closing
transaction;
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- if in respect of an option, the class and series of options, the
underlying interest, the number of contracts, the premium, the
exercise price, the expiry month, whether the transaction was a
purchasing or a writing transaction and whether it was an
opening or a closing transaction; and

- such other information as may from time to time be required by
law, regulation, and Exchange or TCO.

- Such records and all other records required by these Rules of
TCO, shall be retained readily accessible for at least 6 years from
the end of the calendar year to which such records related in
such form as TCO may authorize. TCO shall be entitled to
inspect or take temporary possession of any such records at any
time upon demand.

TCO shall issue to each clearing member who engage in one or
more exchange transactions in options as reported to TCO by an
exchange a report covering each exchange transaction made on that
exchange during each business day and cleared through a clearing
member. It is the responsibility of each clearing member to ensure
that the report is correct.

1occ

Each business day, the IOCC issues to every clearing member daily
reports. Daily reports include:

- Daily position reports;
- Daily margin reports;
- Daily deposit statements;

- Daily settlement statements.

The SFC has statutory access to all dealers and advisors records at
all reasonable times. HKFE, SEHK, and the clearing houses have
access under their rules to their members’ records on demand or
via inspection with or without prior notice to the member.
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The clearinghouse must maintain records of all operations, client
margins, and daily account fluctuations. The brokers must
maintain records of the operations they carry out and of the
margins that their clients leave.

The SVS has access at any given moment to all existing information
in the clearinghouses. It has access as well to external audits
contracted by the clearinghouse. However, brokers have access
only to the information relative to their own operations or their
clients'.

The securities firms have to save settlement notes for ten years.

The FSA is entitled to get at any time information out of these
notes. By delegation from the government the FSA may provide
for the current recordkeeping, annual accounts and reports.

Regulation 23 of The Future Industry (Client Funds)
Regulations 1990 sets out the recordkeeping responsibilities of
dealers with respect to client money and property, as follows:

1. Every dealer shall at all times keep, in relation to the clients
of the dealer, in such manner as will enable the audit thereof
to be conveniently and properly carried out, accounting and
other records that are separate from any other records of the
dealer and correctly record and explain:

@) Particulars of all amounts deposited in, and of all
amounts withdrawn from, each client bank account;

(b) Separately from, but in addition to, the particulars
referred to in paragraph (a) particulars of all amounts
deposited in, and of all amounts withdrawn from,
each client bank account pursuant to regulation 18 of
the regulations;
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(c) Particulars of all amounts credited or debited to each
client funds account;

(d) Particulars of all specified client investments of the
dealer;

(e) Particulars of all other client property deposited in
safe custody or held by the dealer;

() Particulars of all dealings of each client with the
dealer, including details of all amounts credited or
debited to each client in each client bank account and
each client funds account;

(9) Separately from, but in addition to, the particulars
referred to in paragraph (f), where the client is
another dealer who maintains a client funds account
with the dealer, particulars of all amounts credited or
debited by the dealer in respect of the client funds
account of the other dealer.

Every dealer shall ensure that the client records of the dealer
are available on request for inspection by its auditor and by
any person authorised by any authorised futures exchange
of which the dealer is a member.

NZFOE rules require Dealers to maintain internal records
showing the time, date and nature of instructions received
from, and trades executed for, clients and to maintain
separate internal records showing the time, date and nature
of its own orders and trading and the source of funds used
for that trading. Such records are to be maintained for a
period of not less than two years from the date of a trade.

Dealers are also required to maintain such accounting
records as correctly recorded and explain the transactions of
the Dealer and the financial position of the Dealer and as
will enable compliance with these NZFOE Rules to be
conveniently ascertained by the Business Conduct
Committee and otherwise conveniently and properly
audited.
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NZFOE members are required to provide the Business Conduct
Committee with such financial reports, within such time, as the
Business Conduct Committee requires. Such information shall
include true and correct statements of the following:

0] a monthly return of the Dealer's position with regard to
clients' funds, within two working days of the last business
day of the month;

(i) a monthly return of the dealer’s financial position, within
10 working days of the last business day of each month;

(i)  signed audited annual financial accounts, within three
months of the Dealer's annual balance date.

Such statements are binding on the Dealer, and are to be
signed by the Dealer, or by a partner or director of the
Dealer, as the case may be, or by a person duly authorised
by the Dealer to sign such statements.

Consob, after consulting the Bank of Italy, is empowered to issue a
regulation on the information requirements with respect to trading
(article 25 of Legislative Decree no. 415/1996).

Consob and the Bank of Italy, within the scope of their respective
authority, may require investment firms and banks to communicate
data and information and to transmit documents and records in the
manner and within the time limits they establish.

Intermediaries have to comply with the following:

- a monthly report on their financial position describing liquid
assets, investment portfolio, net assets and income statement items
detailed for each activity carried out;

- an electronic recordkeeping of detailed data related to every
single transaction carried out, and every single contract concluded
with customers.

Intermediaries have to keep records of such data for at least a
minimum of eight years (article 4, paragraph 1, of the regulation
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implementing articles 6 and 7 Law no. 157/1991, adopted by Consob
with resolution no. 5553/1991).

Pursuant to article6 Law no.157/1991, Consob may determine
procedures for computerized registration, by each regulated market,
of all securities transactions carried out on it.

This provision is intended to enable Consob to conduct investigations
at any time on each security, each type of transaction and each
authorized intermediary. Records must be retained for a period of at
least eight years in order to make it possible to identify each
transaction, as and when necessary:

- the parties of the transaction;

- the type of transaction;

- the securities involved,;

- the quantity;

- the unit price;

- the date and time of execution of the transaction.

Royal Decree 629/1993 and Circular 3/1993 on registers of orders
and transactions require all persons or institutions carrying out
activities related to securities markets to keep all books and
documents originally prepared on the course of their business of
dealing in the securities markets.

These regulations state as well that every financial intermediary
shall count on a registry of operations containing the information
on the orders received from third parties relating to their activity of
intermediation, entry and deposit on financial markets, as well as
the information related to subsequent actions by the receiving
institutions, with respect to the operations carried out referred to in
the said orders.

In particular, it is binding to keep the following registries:

File of vouchers for orders: comprising the original copy of
the order signed by the customer or authorized person when
it is presented in writing, recording tape when
communicated by telephone, or magnetic record in case of
electronic transmission. In case of telephonic orders, it is
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also necessary written confirmation. This registry has to be
maintained at least for three years, except for recording
tapes, that will be kept only for three months.

Registry of operations: containing all the information with
regard to any order that the entity would have received,
including date and time of reception, as well as other data
connected to its execution and clearing thereof. Each entry
in this registry shall be supported by an order from the file
of vouchers. Lastly, it has to be managed by electronic
means and has to be kept at least for five years.

The combination of all that information must permit the tracing of
a customer order from the time the customer authorizes the
transaction through its execution.

Finally, all these documents must be open to inspection by the
supervisory authorities and submitted to them upon request.

The minimum period of maintenance of the information stored at
the compulsory registers has been increased to six years.

Each exchange requires their members / intermediaries to maintain
records of all operations they carry out. At the same time, each
exchange maintains records of all operations, margins, and daily
account fluctuations.

@) The accounting rules in Germany are based on the
regulations of the Commercial Code
(Handelsgesetzbuch - HGB), namely on the
regulations on bookkeeping and balance sheets
pursuant to Sections 238 ff HGB for all businessmen,
and, additionally, pursuant to Sections 264 ff HGB for
incorporated enterprises. In addition,
farther-reaching regulations apply to credit
institutions under the German Banking Act
(Kreditwesengesetz - KWG).
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Each Participant's bookkeeping must correspond to the
principles of proper bookkeeping and balance sheet
preparation, which are modified principally in

Section 252 HGB, and must consequently be:

complete;

correct;

punctual;

orderly;

clear and easily surveyed; and
verifiable.

b .

Taking as an example share options, the bookkeeping must
record the following information:

internal contract (voucher) number;

transaction date;

parties (customer / DTB Clearing House, GCM);
contract designation;

number of contracts;

expiration date (month);

option price; and

basic price.

b I . T

Furthermore, it must be possible to classify the positions
according to various aspects; in particular, it must be
possible to see the difference between trading for own
account and customer orders.

(b) It goes without saying that the competent supervisory
authority - in particular, the Federal Banking
Supervisory Office as far as banks are concerned - has
the right of inspection and examination. Pursuant to
the Exchange Rules, the DTB also has the right to
inspect the business transactions using an auditor.

Audit results are subject to special regulations regarding
confidentiality.

Section 36 of the FIA requires exchange companies, clearing houses
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for exchange companies, futures brokers and futures fund
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managers to keep accounting and other records and prepare and
submit to the Commission profit and loss account and balance
sheets. In addition, they also have a statutory duty under the
Companies Act 1965 to maintain accounting and other records.
Section 54 of the FIA further provides for the futures brokers to
maintain records relating to receiving instructions from their
clients. All futures brokers must keep separately from other
records such records which correctly record and explain trading in
futures contracts by the broker on the broker’s own account. These
records must be kept for five years. All other records pertaining to
clients’ details must be kept for seven years.

Section 95 of the FIA provides that an exchange company, a
clearing house or a licensed person must produce such books,
accounts and records kept by it or him in connection with or for the
purpose of his business or in respect of any trading in futures
contract as the Commission may require and provide such other
information relating to its or his business or trading in futures
contracts as the Commission may require.

The relevant exchange and all its members are to maintain records
at their place of business as set out in the regulations made by the
Minister of Finance.

The exchange and the regulator has access to such records.

See LA.l. (a) and I.A.1. (b).

B. Fairness

1.

Authorization, Qualification and Good Standing Requirements
Other than Capital Adequacy (e.g., Probity, Competency) for:

(a) Exchange Members; Governing Members

Exchange Members and Governing Members: - Current CFTC
Rule 1.63 prohibits persons with the following disciplinary

- 276 -



histories from serving on any SRO's disciplinary committees,
arbitration panels or governing board:

- any violation of the rules of an SRO except rules related to
decorum and attire, financial requirements, or recordkeeping or
reporting requirements which result in fines aggregating not
more than $5 000 in any calendar year;

- any SRO rule violation which involves fraud, deceit or
conversion, or results in suspension or expulsion;

- any violation of the CEA or regulations promulgated thereunder;
or

- failure to exercise supervisory responsibility when such failure is
itself a violation of the SRO's rules, or the CEA and the rules
promulgated thereunder.

The FTPA of 1992 amended the CEA to require the CFTC to
establish various standards with respect to the composition of
SRO governing boards and disciplinary committees. Essentially,
the FTPA of 1992 requires a greater diversity of representation on
SRO governing boards and disciplinary committees in order to
promote the integrity of the self-regulatory process. In order to
implement these new requirements, CFTC Rule 1.64 requires
various SROs to adopt rules establishing composition requirements
for their governing boards and major disciplinary committees. In
addition, Rule 1.63 prohibits persons with certain disciplinary
histories from serving on any SRO oversight panel. These
requirements are intended to assure representational diversity in
decision-making, to foster integrity and impartiality in decision-
making, and to prevent preferential treatment in disciplinary
proceedings. See 58 Fed. Reg. 37644 (July 13, 1993); corrected at 58
Eed Reg 42361 (August 9, 1993).

The CFTC has published proposed Rule 1.69 which would
implement the provisions of Section 217 of the FTPA of 1992,
Prohibition on Voting by Interested Members. Proposed Rule 1.69
would require contract markets to adopt rules and procedures to
avoid conflicts of interest in deliberations and voting by members
of the governing board and disciplinary and other oversight
committees. The proposed rulemaking among other things,
provides guidelines on situations which would require committee
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members to abstain from voting on a significant action because of a
substantial financial interest in the outcome of the vote based on
positions held personally or at an affiliated firm. In addition, the
proposed rulemaking would require committee members to abstain
from matters on which they have a close personal or financial
relationship with the matter’s named party in interest. Proposed
Rule 1.69 was published for comment in May 1996. See 61 Fed_
Reg. 19869 (May 3, 1996). There is no statutory deadline for the
completion of this rulemaking.

Eloor Brokers:

See 11.B.1 (c) below (registration required).

See 11.B.1 (c) below (registration required).

Registration as a broker-dealer generally is the only category of
registration available to a person acting as a financial intermediary
in derivative securities products. Persons limiting their activities to
investment advice, however, may be required to register only as an
investment adviser.

To register as a broker-dealer with the Commission, an applicant
must complete and file an application form (Form BD) that specifies
the applicant's proposed business activities, lists its officers,
directors, control persons, and owners, and discloses the criminal
and regulatory disciplinary history of the applicant and its control
persons. Non-resident applicants must submit an irrevocable
appointment of the Commission as agent for service of process.
Within 45 days after a completed application has been filed, the
Commission either will grant registration or institute proceedings
on whether registration should be denied.

In addition to registering with the Commission, a broker-dealer
must become a member of one or more appropriate self-regulatory
organizations ("SRO"). If a broker-dealer effects transactions solely
on a national securities exchange, that exchange is the appropriate
SRO. All other broker-dealers must become members of the NASD.
Every registered broker-dealer doing business in
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derivative securities products (other than government securities)
also must become a member of the Securities Investor Protection
Corporation, unless the broker-dealer's principal business is
conducted outside the United States.

Associated persons of a broker-dealer, such as partners, officers,
directors, branch managers, and employees, must meet certain
qualification requirements if their functions are not solely clerical
or ministerial. These requirements include filing an application
(Form U-4) that discloses the person's employment, personal,
criminal and regulatory disciplinary history, and passing an
SRO securities examination. In addition, associated persons of a
broker-dealer generally must be fingerprinted, and these
fingerprints must be submitted to the Attorney General of the
United States.

As indicated above, non-resident applicants for broker-dealer
registration must submit an irrevocable appointment of the
Commission as agent for service of process. In addition,
non-resident broker-dealers must either maintain copies of all
required records in the United States or agree to furnish such
records in the United States upon demand.

The Commission can bar, suspend, censure, or limit the activities of
any broker-dealer if the Commission finds, on the record after
notice and opportunity for hearing, that the broker-dealer or an
associated person of the broker-dealer:

Q) has willfully made or caused to be made in any application
for registration or other report required to be filed with the
Commission or any other appropriate regulatory agency a
false or misleading statement or omitted a material
statement;

2 has been convicted within the previous ten years of a felony
or misdemeanor that involves, among others: (a) the
purchase or sale of a security, making false statements,
bribery, burglary, or conspiracy to commit any such offense;
(b) arises out of the conduct of business of a financial
intermediary; or (c) involves the misappropriation or forgery
of funds or securities; or (d) involves financial fraud or
extortion; or the foreign equivalent of any of the above;
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3) has been enjoined preliminarily or permanently from acting
as a financial intermediary, or has willfully violated or aided
and abetted a violation of various investment-related laws;
or

4 found by a foreign financial regulatory authority to have
committed certain violations. (See Section 15 (b) (4) of the
34 Act.)

Probity: Any broker-dealer or associated person of a broker-dealer
who is subject to a "statutory disqualification” as defined in

section 3 (a) (39) of the 34 Act may be prohibited from entering or
staying in the business. In addition, if an SRO adjudges a member
guilty of violations of its rules or the 34 Act, it may bar, suspend,
fine, censure, or limit the activities of the member.

Competency: The options SROs require that all registered
representatives pass a general securities examination that includes
options questions. Options supervisors must pass a general
principal examination plus a separate options principal
examination.

Authorisation may be obtained through membership of an SRO or
from SIB. In either case the applicant is required to show that it is
fit and proper to carry on the investment business and provide the
service intended. The fit and proper standard is the cornerstone of
the investor protection regime.

SIB and the SROs apply three main criteria to the assessment of
fitness and properness -honesty, competence and solvency - and
they take a broad view of the scope of each of these. They may take
into account any matter relating to any person employed or to be
employed by, or who is an officer or key member of staff of the
applicant, or who is associated with the applicant, together with
any matter relating to holding companies or other controllers of the
applicant.

An applicant is required to demonstrate an understanding of and

commitment to the rules relevant to its proposed business and that
it has established and will maintain procedures enabling and
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securing compliance with these rules and the standards set by the
ten Statements of Principle issued by SIB under the FSA.

Authorised firms are monitored for compliance with the Principles
and rules applicable to their business. This process is carried on
both internally and by visits to the firms e.g., by scrutiny of returns,
appraisal of systems, examination of procedures in practice and of
client records.

There are available to SIB under the FSA and to the SROs under
their rules, powers of enforcement and discipline together with the
power to revoke a firm's authorisation or membership.

On the financial futures market the employees of market
participants designated by their employers as floor traders must be
approved by MATIF SA after completion of an investigation
regarding their integrity and moral character. All traders are
required to pass a qualifying examination demonstrating their
ability in trading practices.

On the commodities market, members must be at least 25 years old
and must have at least three years' experience in futures markets.

On the MONERP, traders and market-makers must hold a
professional card delivered by the SBF after examination.
Candidates are presented by brokerage firms.

Stock exchanges review the overall business results and
competency of persons applying for membership.

To be licensed, futures brokers are required to hold membership of
a class which the Exchanges authorise to deal with the public which
means either Floor Membership, Full Associate Membership with
an authorisation to deal with the public, or Introducing Broker
Associate Membership. Representatives are also to be registered
with the SFE and are required to have passed the Exchange's own
examinations.
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SFE Article 3.1 (d) provides that in determining whether to approve
an applicant the Board of the SFE is entitled to consider the
character, business integrity, financial probity and standard of
training and experience of the applicant. Prior to election, the
Board uses its best endeavors to ensure that the applicant is of good
character and high business integrity and, where the applicant is a
corporation, that its directors, those concerned in its management
and those who have control or substantial control over the
corporation are of high business integrity.

No person may be granted registration as a partner or officer of a
registered FCM under the CFA unless such person has successfully
completed the Canadian Futures Examination (Parts | and II),
which is administered by The Canadian Securities Institute.
Applicants must also meet minimum work experience
requirements and disclose prior criminal convictions, suspensions
or refusals of exchange membership, bankruptcy and litigation
proceedings and work history for the previous 10 years. The OSC
typically conducts police checks of individuals applying for
registration. Registration will be granted except where: the
applicant's financial position suggests that he or she will not be
financially responsible; the past conduct of the applicant affords
reasonable ground for belief that his or her business will not be
carried on in accordance with the law or with integrity and
honesty; or the applicant is or will be carrying on activities that are
in contravention of the CFA or the regulations.

FCMs must be members of the TFE in order to be registered in
Ontario. The TFE requires that directors and officers of dealer
members may not be a member, officer, employee or shareholder of
any other member. No undischarged bankrupt may be a director
or officer of a dealer member of the TFE.

No person may trade options recognized pursuant to RORO unless
such person has successfully completed the Canadian Options
Course or has been grand-fathered from the requirement by the
OSC. Registration as a dealer under the SA is generally required to
trade options recognized pursuant to RORO on equities and on
other securities for which registration for trading such underlying
securities is generally required under the SA. Persons trading
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options recognized pursuant to RORO other than those referred to
above may register as a dealer under either the CFA or the SA.

» Quebec

An individual who intends to act as a senior executive, other than
in the capacity of director, for a dealer with an unrestricted practice
(full service) or a discount broker must have passed the
examination for partners / directors / senior executives given by
the Canadian Securities Institute and have at least three years'
experience in the securities field.

ME
- The Governing Committee

The Governing Committee consists of the President, six Public
Governors and eleven Member Governors.

- Public Governors

At the time of his election and throughout his term of office, a
public governor:

- shall not be a member, shareholder, partner, director or officer of
a member nor be engaged in the securities business;

- shall not own directly or indirectly more than 1% of the voting
securities of an affiliated company of a member and the entirety
of his voting securities of affiliated companies of members must
represent less than 10% of his portfolio;

- shall not be an officer of an affiliated company of a member; and
- may be an outside director of an affiliated company of a member.
However, the number of such governors shall not exceed 50% of

the total number of public governors on the Governing
Committee.
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A Public Governor must disclose his interests in an affiliated
company of a member at the time of his election to the Governing
Committee.

lification of |

Each member governor at the time of his election and throughout
his term of office shall be either a member or a membership
representative of a member, or a partner in a member firm, or a
director of a member corporation, or any employee of a member.

Each director of a member corporation at the time he first becomes
a director of such member corporation and throughout his term of
office:

- shall have been approved as such by the ME, which such
approval may be revoked by the Governing Committee;

- shall not be in a position where he should make an assignment
under the Bankruptcy Act and shall not have a receiving order
made against him; and

- shall not be engaged in any business which has been
disapproved by the ME.

ICOo

The affairs of TCO are managed by its Board. The number of
directors is twelve (12) of whom seven (7) constitute a quorum for
the transaction of business.

Qualification: No person shall be qualified as a director if he is less
than 18 years of age; if he is of unsound mind and has been so
found by a court in Canada or elsewhere; if he is not an individual,
or if he has the status of a bankrupt. A director need not be a
shareholder. A majority of the directors shall be resident
Canadians, and at least two directors shall not be officers of
employees of the Corporation or its affiliates.

All exchange members, clearing members, registered dealers,
registered advisers and registered representatives in Hong Kong
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must satisfy initially and continue to satisfy "fit and proper"
criteria. The burden for initial registration is upon the applicant.
This essentially involves satisfying the Commission on the
following elements:

- Einancial Status: The person is not a bankrupt, not been subject
to any bankruptcy proceeding nor failed to meet any judgment
debt. (For a corporation, the company should not be in
liquidation, in the hands of a receiver or administrator, or have
failed to meet any judgment debt.)

- Educational or Other Qualifications or Experience: The person

has to have a relevant degree or professional qualifications and
three years' directly relevant experience; or, five years' directly
relevant experience.

. Anili : , fficient] I I

Eairly: The person has to have adequate business systems and
personnel to ensure that relevant laws, regulations and rules
applicable to his business can be conformed with and that
unacceptable conflicts of interests do not arise.

-REp.UI&UQD,.ChBI&CI&L.ELDBDCJBJJDIEgﬂQL&Dd_RELL&leIIy- i i i lability: The

person must be of sound mental health; not have a previous
criminal record of direct relevance to the person's fitness and
properness; not been found guilty of fraud; not been censured or
reprimanded by, or denied / disqualified from membership of a
professional or trade body; not had a regulatory license,
registration or similar approval refused or revoked; not been
disqualified by a Court from being a director; not been found
guilty or culpable of insider dealing or failed to abide by any
Code of Conduct or guidelines promulgated by a relevant
regulator; be able to comply with any financial resources
requirements on an on-going basis; and not considered as having
committed incompetence, negligence or mismanagement
(indicated by any censure or reprimand by a professional, trade
or regulatory body or dismissed or requested to resign from any
position or office for negligence, incompetence or
mismanagement).
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In order to become a securities intermediary, i.e. broker dealer or
OTC agent, one must comply with the requirements stated in
articles 24, 25 26, 27, 28, 29, 30, 31 and 32 Law No. 18,045.

An exchange shall do business so that the public confidence for the
securities market will be maintained and the capital of the investors
not unduly will be risked and otherwise so that the exchange
activities be fair.

To that purpose the exchange shall apply the principles of:

- free access: meaning that everyone fulfilling the requirements
according to new exchange act and decided by the exchange may
be an exchange member;

- neutrality: meaning that rules decided by the exchange shall be
applied in an equal manner towards all exchange members; and

- good transparency: meaning that the exchange members will get
a rapid, simultaneous and correct information of the trade and

that the public will get opportunities to be well informed.

It should be added that on an authorized market place, in

difference to an exchange, the access requirements are decided only
by the market place itself.

In determining whether to approve an application the Exchange
must be satisfied that the person:

@) has business integrity, financial probity and good character,

(b) may reasonably be expected to comply with the rules of the
Exchange and with the spirit of the rules.

() meets any other requirements for the time being specified by
the Exchange for the purposes of the rules.

Dealers must also be authorised by the Securities Commission.
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In addition to the net capital requirements, the clearing house
requires clearing members minimum standards of operational and
organizational capability.

For a firm to be authorized and registered as a financial
intermediary able to offer or sell financial futures and options
(broker-dealer or broker), it must fulfill, in addition to the
conditions regarding minimum capital requirements, sufficiency of
technical resources, other minimum standards concerning the
professional experience and the honorability of its board members
and employees.

Article 66 of the Securities Act states the following requirements to
obtain and keep approval as a broker or broker-dealer:

- no member of its board of directors and none of its General
Managers or similar officers shall have been declared bankrupt
or insolvent at a creditors' meeting without having been
reinstated;

- neither may they be undergoing prosecution or have a criminal
record for offenses of fraud, against the Treasury, of breach of
duty in the custody of documents, of violation of secrecy, of
misappropriation of public funds, of discovery and disclosure
or secrets, or against property;

- and they shall not have been disqualified, due to criminal or
administrative offenses, from holding public office or offices for
the administration or management of financial institutions.

Similar statutory disqualification laws apply to other types of
financial intermediaries, such as banks, savings banks, and so on.

Common requirements of experience for the managers of the
financial intermediaries are also set out by regulations. A person is
considered to have suitable knowledge and experience when he has
performed, for a period of no less than two years, high managerial,
control or advisory tasks for financial entities or similar functions
related with the securities market in other governmental or non
governmental entities. In order to check it, any person wanting to
perform such tasks has to submit his signed
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Curriculum Vitae to the relevant authorities. Valuation is often
done in relative terms, comparing with the experience of other
entities already functioning.

Specifically, according to article 15.3. of the Royal Decree 1814/91,
the condition of member of a futures market must be conferred by
the exchange in accordance with the procedures provided in the
Market Regulations (Exchange Article 4). In this sense, CNMV has
to issue a certificate proving that the applicant has fulfilled all the
necessary conditions (minimum capital requirements, experience,
availability of technical resources, etc.).

As far as qualification and good standing requirements are
concerned, the applicant must specify the number of persons
employed (staff, dealers, administrative and other personnel) and
their average experience in derivative products. Past history of the
firm is also considered in an application to become member of a
market. A minimum level of experience is, indeed, a sine qua non
requisite to get the certificate. CNMV also demands

MEFF's opinion on the proficiency of the personnel.

In case that the applicant firm is under the supervision of the Bank
of Spain, the CNMV certification process for exchange membership
requires to show that it has been licensed by the Bank of Spain. As
it occurs with CNMV, the licensing procedure with respect to the
Bank of Spain involves a review of the applicant's integrity. An
informal contact between the CNMV and the Bank of Spain also
takes place to verify the applicant's appropriateness.

On the other hand, CNMYV does not have any defined licensing
procedure or criteria applicable to personnel of the financial
intermediaries and does not require these persons to pass any
proficiency examination. Firms are considered responsible of and
have to monitor the fitness of their personnel. Thus, financial
intermediaries can be liable and subject to CNMV disciplinary
action for misconduct by their employees.

Additionally, a defined training is compulsory to become a market

trader and the exchange has a register and controls the persons that
can operate the trading systems.
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Finally, conduct rules that are required to be drawn by each entity
include general requirements of fairness and honesty applicable to
every employee.

In 1995 a new requirement of suitability applicable to any
shareholder with more than 5% of the capital of a credit institution
has been introduced. The suitability condition will be evaluated
basically on the basis of:

- commercial and professional honesty and fairness;

- economic resources to attend assumed obligations;

- level of transparency of the group's structure;

- possibility of inappropriately expose the entity to the risk of
non-financial activities or to extremely risky financial
activities of their promoters.

Additionally, MEFF RV has introduced new rules requiring the
personnel of all its members to pass a proficiency examination to be
able to carry out front and back-office activities. Itis also
compulsory for members to have a minimum number of employees
who have passed such examination.

Each exchange determines the qualification and good standing
requirements for their members / intermediaries.

(a) Exchange Member:

The Board of Governors decides upon admission of an applicant
firm. The applicant must name in its application the person or
persons who are to be given authority to enter into options and
futures transactions at the Exchange.

Admission shall granted if:
- the owner or manager of the firm in question, or the person
designated by statute, charter documents or contractual

arrangements to engage in options and futures trading on behalf
of such firm and authorized to enter into options and futures
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transactions at the Exchange, has the requisite reliability and
professional qualification for trading at the Exchange;

- the orderly settlement of options and futures transactions at the
location of the Exchange is assured,;

- the technical requirements for linkage to the EDP-System of the
Exchange are fulfilled,;

- the applicant has provided such security as may be required by
law.

Employees are only required to fulfill the conditions referred to in
paragraph 1 no. 1.

An Exchange Participant may apply for admission as a Market
Maker for one or more products. The Board of Governors will
grant any applicant a Market Maker License if the persons named
in the application for such form of trading have the requisite
trading experience to act as Market Makers.

All exchange members must satisfy the fit and proper test
including good business standing and integrity, and satisfy the
Management Board that the persons to be responsible for its
trading on the exchange have sufficient knowledge and experience
in futures trading.

As they are elected from the body of membership, they must fulfill
the membership requirements (see (1.B.2. (a).

(b) Clearing Members; Governing Members

CFTC rules do not set qualification requirements for clearing
members and governing members. There are no exchange rules
which establish any requirements other than financial competency
for clearing members and the governing members of clearing
houses.
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In addition to minimum financial requirements (see I1.A.1 (c)
above), OCC requires clearing members to meet standards of
operational capability, experience and competence. A clearing
member must maintain books and records in accordance with the
34 Act, demonstrate the ability to reconcile unmatched and
advisory trades on a timely and efficient basis (if it is a member of
an exchange), and be able to discharge its clearing member
functions in a timely and efficient manner at current and
anticipated volume levels. In addition, a clearing member, or any
person associated with it must have substantial experience in
clearing securities transactions, not engage in acts or practices
inconsistent with just and equitable principles of trade, and not be
subject to a statutory disqualification as defined in Section 3 of the
34 Act.

See 11.B.1 (a) above.

See 11.B.1 (a) above.

Pursuant to SFECH General Clearing By-Law 4.1, a Floor Member
or Associate Member of the SFE may apply for membership of the
SFECH. By-Law 4.4 (a) (b) sets out the financial and good standing
requirements and 4.4 (h) sets out the requirement to be a fit and
proper person.

There are no requirements for clearing members in the CFA or the
SA.
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See 11.B.1 (a) above.

To become a clearing member one must previously be accepted as a
broker-dealer in a stock exchange. To this end, the intermediary
must buy a share of the exchange. The requirements to become a
broker-dealer, were answered in 11.B.1. (a).

The clearing house shall apply the principles of:

- free access: meaning that everyone fulfilling the requirements
according to the new exchange and clearing act and decided by
the clearing organization may be a clearing member.

- neutrality: meaning that rules decided by the clearing house
shall be applied in an equal manner towards all clearing
members.

The requirement for becoming a so-called account operator . . .. ..
to fulfill the SFSA requirements.

The by-laws of the Clearing House provide that all applicants for
clearing membership shall satisfy the Clearing House that the
applicant has an acceptable standard of business integrity and
financial probity, is of good standing and is a fit and proper person
to become a clearing member.

An individual who intends to be authorized as a trader on the
Italian Derivative Market must:

a) be an employee of an authorized broker / dealer (Sim or
individual stockbroker).

b) pass an examination that includes questions on derivative
market rules and regulations.
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See 11.B.1 (a) above.

All members 7/ intermediaries are also considered clearing
members. See 11.B.1. (a) above.

Clearing licenses shall only be granted to domestic banks within
the meaning of Section 1 of the Banking Act (Kreditwesengesetz). A
Clearing License shall be granted a foreign company for its
domestic branch within the meaning of Section 53 of the Banking
Act.

A bank is eligible for a General Clearing License if its liable equity

capital, as defined in Section 10 of the Banking Act, is at least

DM 250 million. A bank is eligible for a Direct Clearing License if

its liable equity capital, as defined in Section 10 of the Banking Act,
is at least DM 25 million.

A bank applying for a Clearing License must meet the prerequisites
for a Clearing Membership and must provide to the DTB a Clearing
Guarantee as a contribution to the Guarantee Fund.

Every Clearing Member must use appropriate technical equipment
as well as sufficient personnel (back office facilities).

The applicant must demonstrate or provide evidence of business
integrity and financial probity as well as have an adequate level of
product knowledge and knowledge of the risks and obligations of
trading in exchange-traded derivatives contracts.

As they are elected from the body of membership, they must fulfill
the membership requirements (see 1.B.2. (a).
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(c) Other Financial Intermediaries - Principals, Employees

iss of Req

81a of the CEA describes, among other things, the following
categories of registrants: Futures Commission Merchants (FCMs),
Introducing Brokers (IBs), Commodity Pool Operators (CPOSs),
Commodity Trading Advisors (CTAs) and Floor Brokers (FBs) and
Floor Traders (FTSs).

- A "futures commission merchant" is defined as any person who
solicits or accepts orders to buy or sell futures or option
contracts, and who, in connection with the order, accepts any
money or other property (or extends credit) to margin,
guarantee, or secure the contracts resulting from the order.

- An"introducing broker" is any person who solicits or accepts
orders to buy or sell futures or option contracts, but who does
not accept any money or property (or extend credit) to margin,
guarantee or secure the contracts.

- A"commodity pool operator" is any person who solicits funds
from others for the purpose of pooling the funds for use in
investing in commodity interests.

CFTC Rule 4.5, however, excludes from the definition of
"commodity pool operator” certain "otherwise regulated
persons"” such as an investment company registered
under the Investment Company Act of 1940, or an
insurance company subject to regulation by any state.
The entity seeking the exemption must represent that it
will use the futures or option contracts for hedging
purposes. Non-hedging transactions also may qualify
under the rule as long as the aggregate initial margins
and premiums required to establish such non-hedging
positions do not exceed five percent of the liquidation
value of a qualifying entity's portfolio. See 58 Fed_
Reg. 6371 (January 28, 1993).
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- A'"commodity trading advisor" is any person who, for
compensation or profit, is engaged in the business of providing
commodity interest advisory services to others.

- A "floor broker" is any person who on the floor of an exchange
buys or sells futures or option contracts for any other person. At
a minimum, an FB must have trading privileges on the floor of
the exchange in order to be and remain registered as such.

- A"floor trader" is any person who, in or surrounding any pit,
ring, post or other similar place provided by a contract market,
purchases or sells futures or option contracts solely for such
person's own account and also includes persons required to
register as floor traders because of their participation in
electronic trading systems.

Any person associated with, among other registrants, an FCM, IB,
CPO or CTA who solicits or accepts customer orders or who
supervises persons who do so is required under § 4k of the CEA to
register as an "Associated Person" (AP). The AP is the person who
solicits business from, and deals directly with, the customer with
respect to his account.

S e 1 I

Part 3 of the CFTC's rules contain the general registration
requirements and procedures for FCMs, IBs, CPOs, CTAs, and their
APs, FBs and FTs. The CFTC has delegated to NFA a majority of
the registration processing function.

The CFTC adopted rules, consistent with the FTPA of 1992,
requiring the registration of floor traders. See 58 Fed Reg. 19575
(April 15, 1993). The rules incorporated floor traders within the
existing framework of registration rules applicable to other
categories of registrants as described below.

- A person registered as an FCM, IB, CPO or CTA will continue to
be registered until the registration is suspended, revoked,
terminated or withdrawn. See CFTC Rule 3.10. In the case of an
FB or FT, in addition to the foregoing, registration will terminate
if the FB no longer has trading privileges on any exchange. See
CFTC Rule 3.11.
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- A person registered as an AP and whose registration has neither
been suspended or revoked will continue to be so registered until
the cessation of the association of the registrant with, or the
revocation, suspension, lapse or withdrawal of the registration
of, the AP's sponsor. Specifically, an AP must be sponsored by
an FCM, IB, CPO or CTA. Registration as an AP will cease upon
the termination of the registration of the sponsor. See CFTC
Rule 3.12.

- The basic registration application form required of FCMs, IBs,
CPOs, and CTAs is the Form 7R. The Form 7R requires
disclosure of the applicant's name, address, branch offices, and
principals, as well as detailed information about the disciplinary
and criminal history of the firm.

- Each application must be accompanied by a Form 8R executed by
each natural person who is a principal of the applicant, along
with the fingerprints of each principal on a card provided by
NFA. The Form 8R requires disclosure of information on the
employment, residential, and educational history of the
applicant, and requests detailed information about the
disciplinary and criminal history of the principal. A "principal”
is defined under Rule 3.1 as any officer, director or general
partner or any person occupying a similar position who exercises
a controlling influence over the regulated activities of the firm,
any holder or beneficial owner of 10% or more of the outstanding
shares of stock in the firm, or any person who has contributed
10% or more of the firm's capital.

- The basic registration application form required of FBs and FTs is
the Form 8R, which also includes the fingerprint requirement.

- APs also are required to file a Form 8R and fingerprint card. The
NFA also requires that all APs pass a proficiency examination
administered by the National Association of Securities Dealers.

for U S _Customers

Rule 30.4 (a) requires that persons who act in the capacity of an

FCM with respect to a foreign futures or option customer must
register as an FCM.
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Rule 30.4 (b) requires that persons who act in the capacity of an IB
with respect to a foreign futures or options customer must register
as an IB.

Rule 30.4 (c) requires that persons who act in the capacity of a CPO
with respect to a foreign futures or option customer must register
as a CPO. However, Rule 30.4 (c) permits an exemption from CPO
registration for an investment trust or similar form of enterprise
located outside the U.S. which is registered as an investment
company under the Investment Advisers Act of 1940 and whose
securities are registered in accordance with the Securities Act of
1933, or which is exempt from such registration requirement. The
exemption is only available if no more than ten percent of the
participants in, and the value of the assets of, such investment trust
or similar form of enterprise are held by or on behalf of foreign
futures or options customers.

Rule 30.4 (d) requires that only those CTAs who solicit or enter into
an agreement to direct or to guide a foreign futures or foreign
option customer's account by means of a systematic program that
recommends specific transactions in any foreign option or foreign
futures contract register with the CFTC as a CTA. Thus, the scope
of who is required to register as a CTA for purposes of foreign
futures and option transactions is more narrow than for
transactions on U.S. exchanges.

Persons who act in the capacity of an AP with an FCM, IB, CPO or
CTA in connection with foreign futures or option customers are
required to register as APs. See CEA § 4k.

Persons located outside the U.S. who act in the capacity of an IB
solely with respect to foreign products are exempt from having to
register in the appropriate capacity if such persons otherwise
qualify to do business by entering into an agreement, filed with
NFA, with an appropriate agent for the purpose of receiving
communications from the CFTC, the Department of Justice and
their customers. See Rule 30.5. Under Rule 30.5 (c), IBs exempted
under Rule 30.5 must still comply with the disclosure provisions of
Rule 30.6 which also includes the requirement to provide customers
with the options risk disclosure statement in Rule 33.7 in
connection with foreign option transactions. See 11.B.3. (c) below.
Under Rule 30.5 (d) such persons are required to provide their
books and records to any representative of the CFTC or the
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Department of Justice within 72 hours of receipt of notice of the
request. Under Rule 30.3 (b), such persons must carry all accounts
of foreign futures and option customers by or through an FCM on a
fully-disclosed basis.

Rule 30.10 contains an exemptive provision which permits persons
located outside the U.S. who solicit or accept orders from foreign
futures and option customers, and who are subject to a comparable
regulatory scheme in the jurisdiction in which they are situated, to
apply for an exemption from the application of certain of the

Part 30 rules. The CFTC would accept, for example, an appropriate
offshore registration or capital requirement, enforced by the
offshore jurisdiction, together with information exchange with
respect to the status of an offshore firm's compliance therewith, as
"substituted compliance” for the comparable CFTC requirement.
At a minimum, a condition of such an exemption would be
consensual submission to the CFTC's jurisdiction via appointment
of an agent in the U.S. for service of process, notification to the
NFA of the commencement of activities here and the existence of
mechanisms for information sharing between appropriate
regulatory authorities.

The CFTC's Part 30 rules do not require that the foreign regulatory
regime be identical to the United States regime. The CFTC expects
to determine whether, as a whole, the foreign regulatory regime
adequately addresses the concerns reflected in the

CFTC's regulatory regime. In issuing exemptive relief, the CFTC
has on a case-by-case basis imposed additional requirements in the
areas of:

- status of firm personnel, including required representations that
neither the principals nor the sales personnel would be
disqualified under § 8a (2) of the CEA,

- additional capital requirements, for example, where the foreign
regulator permits the use of letters of credit to satisfy capital
requirements; and

- protection of customer funds where the foreign regulator does
not impose such a requirement.

- 298 -



i qualificati -

88 8a (2) and (3) of the CEA provide objective criteria for making
determinations regarding registration, such as refusal to register,
conditional registration, suspension or restrictions on registration,
or revocation of registration. The objective criteria upon which
such determinations may be made include, among others:

suspension or revocation of a prior registration;
- prior registration refusal within the past five years;

- applicant enjoined by court from acting as an FCM, IB, FB, FT,
CTA, CPO or AP or as a securities dealer or investment dealer;

- applicant convicted within the past ten years of a violation of the
Securities Acts or Foreign Corrupt Practices Act involving
embezzlement, theft, extortion, fraud, etc.;

- applicant subject to a CFTC order denying trading privileges or
revoking membership in any U.S. exchange or futures
association;

- applicant made a false statement in his application; or

- where refusal, suspension or revocation of the registration of any
principal of such a person would be warranted.

Suspension of Registrants Charged with Felonies: § 8a (11) of the
CEA, added by the FTPA of 1992, authorizes the CFTC to adopt

rules permitting the CFTC to suspend or modify the registration of
any registrant who is charged with the commission of or
participation in a crime involving a violation of the CEA or any
other provision of Federal or State law that would reflect on the
honesty or the fitness of the registrant.

Rule 3.56 establishes the procedural framework for suspension of
the registration of Commission registrants prior to conviction
where a registrant is charged with the commission of or
participation in certain specified crimes if the Commission
determines that the registrant's continued registration poses a
threat to the public interest or to confidence in any market
regulated by the CFTC. See 58 Fed. Reg. 19575 (April 15, 1993).
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Ethics Training for Registrants: The FTPA of 1992 requires ethics

training for all CFTC registrants. Rule 3.34 requires new
Commission registrants to attend four hours of ethics training
within six months of initial registration and periodic one-hour
refresher courses every three years thereafter. Certain special
phase-in rules apply with respect to registrants registered as of
April 26, 1993 and registrants who attended qualifying ethics
training courses since April 26, 1991. See 58 Fed Reg. 19575
(April 15, 1993).

The CFTC has adopted a rule providing guidance on: certification
of ethics training providers, permissible representations by these
providers, use of videotape and electronic presentations, and
maintenance of attendance records. See 60 Fed. Reg. 63907
(December 13, 1995). The CFTC also has adopted a rule requiring
ethics training providers to pass a proficiency examination and
have three years of relevant experience. See 61 Fed Reg. 20127
(May 6, 1996).

See 11.B.1 (a) above.

See 11.B.1 (a) above.

See 11.B.1 (a) above.

Directors engaged in the management of executive affairs of a
securities company (managing director) are prohibited to act as a
managing director of another company, or to have his own
business.

Furthermore, directors and auditors of a securities house are
prohibited to double directors of parent and subsidiary companies.
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As they are prescribed to the employees of a securities company,
prohibition on inappropriate trade practices are also applied to the
directors.

The CL provides for two categories of licensee-futures brokers and
futures advisers (s. 1142, s. 1143).

Either a natural person or a body corporate may apply for a licence
which must be granted if the applicant is not insolvent under
administration, in respect to a futures brokers licence is a member
of a relevant futures organization, and the ASC is satisfied the
applicant has adequate qualifications and experience for the duties,
is of good fame and character and has no reason to believe that the
person will not perform efficiently, honestly and fairly (CL

s. 1144A, 1145).

Principal licensees may authorise representatives. The
representative must hold a proper authority issued by the futures
broker or futures adviser licensee (CL ss. 1172, 1173, 87). A body
corporate may not act as a futures representative (CL s. 1175).
Principals are liable for the conduct of their representatives (CO
s. 1183). A licence is subject to the condition that licensees ensure
their representatives are adequately supervised and sufficiently
trained for the duties they are to perform (CL 1148 & Reg. 8.3.03).
Employees of a futures broker or futures advising business are
deemed futures representatives under s.73 (3) (c) of the CL.

Licensees are at liberty to set the requirements for their own
representatives subject to the above. Exchanges set further criteria
for membership and allow only competent, honest and financially
sound entities to gain membership.

The SFE also has rules which require representatives to be
registered with it (Art. 37). SFE Arts. 3.6 (3) (r) and 4.6 (4) (0)
require Floor Members and Associate Members respectively to
ensure that any director, partner, employee or representative of the
Member who advises, or solicits instructions from, persons or
corporations in relation to the sale or purchase of futures or options
contracts is registered with the SFE as a Registered Representative
at the time of engaging in such activities.
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See 11.B.1 (a) above.

See 11.B.1 (a) above.

OTC agents, are broker-dealers who can only trade off-exchange;
therefore, they cannot be clearing members. The requirements
demanded by the SVS for OTC agents were answered in I1.B.1. (a).

Licenses for securities activities of the kinds mentioned above are
granted by the FSA and may be given to firms with limited liability
if the company statutes are in accordance with the new Securities
Business Act and other relevant acts, if the company is fit to do
business of such a kind, if the business is assumed not to hurt
public interests and if the company otherwise corresponds to the
legal requirements.

A license for a bank to become a securities dealer may be granted if
the bank suits the requirements for doing such business and if it
may be assumed that the business of the bank will not hurt public
interests. The license is granted by the FSA.

No one but a firm licensed to do securities business may act as an
OTC market maker. Otherwise, there are no legal claims on the
one who wants to do market making in Sweden. But acting as a
market maker in the money market is not permitted without a
license from the National Debt Office and the Central Bank.

This market maker task is regulated in a special contract between
the National Debt Office and the market maker. A corresponding
situation is valid for the one who wants to do market making for

the OM.
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Mutual funds are not permitted in Sweden unless they are
approved by the FSA. Fund operations may not take place without
a license from the FSA. Such a license may only be granted to a
company if it is registered with limited liability, if the rules of the
mutual fund have been approved and if the company is not unfit to
operate a mutual fund.

Rules similar to those applying to Dealers apply in respect of
Introducing Brokers. Introducing Brokers also require
authorisation by the Securities Commission.

See 11.B.1 (a) above.

See 11.B.1 (a) above.

See 11.B.1(a) above.

Requirements for Membership

Members who are natural persons and affiliated officers of
members shall, in the opinion of the executive committee, be of
good character and high business integrity and shall not in the five
years or whatever longer period the executive committee may
decide, prior to the date on which the membership is considered by
the executive committee have been:

- convicted of a criminal offense;
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- expelled, whether as a member or otherwise, from any financial
exchange as defined in the Act or stock exchange as defined in
the Stock Exchanges Control Act, 1985 (Act No. 1 of 1985), or
from any similar institution or association in the Republic of
South Africa or elsewhere;

- employed by or associated with a member of any financial
exchange as defined in the Act or stock exchange as defined in
the Stock Exchanges Control Act, 1985 (Act No. 1 of 1985), or
similar institution or association in the Republic of South Africa
or elsewhere who was expelled as a member of that exchange
and where the person or affiliated officer has, in the opinion of
the executive committee, contributed to the act which led to the
expulsion of such member;

- dismissed from the employment of any member of any financial
exchange as defined in the Act or stock exchange as defined in
the Stock Exchanges Control Act, 1985 (Act No. 1 of 1985), or
similar institution or association whether in the Republic of
South Africa or elsewhere where, in the opinion of the executive
committee, the act or omission that led to such dismissal would
exclude such person as a member or affiliated officer under these
rules.

A member who is a natural person shall be at least twenty-one
years of age and of full legal capacity and a citizen or permanent
resident of the Republic of South Africa.

A member which is a body corporate or partnership shall:

- not employ, register or permit an affiliated officer to be in any
way associated with it in contravention of Rule 4.2.1 without the
prior approval of the executive committee;

- have, in the opinion of the executive committee, a good
reputation and high business standing.
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Order Execution Requirements

(a) Competitive Execution Requirements / Priorities

Rule 1.38 (a) mandates that all futures and option contracts which
are subject to the rules of an exchange shall be executed openly and
competitively by open outcry or other methods, such as posting of
bids and offers, which are open and competitive.

Rule 1.38 (b) requires that every person handling any
non-competitive transaction clearly identify such transaction on
every record pertaining thereto.

The open outcry system is used at most exchanges; however, the
CFTC has approved trading systems which differ from this system.
The PBOT conducts trading through a Board Broker system. In
sum, the Board Broker is an individual member or nominee of a
member who is registered with the exchange for the purposes

of: (1) maintaining the book with respect to orders left with him for
execution by other members on the floor, (2) effecting proper
executions for such orders, (3) announcing bids and offers having
priority on his book, (4) providing quotations for dissemination
over the market information network, and (5) ensuring that trades
are executed openly and competitively.

A CME rule establishes a category of market makers with
affirmative responsibilities to post both a bid and an offer in
specified contracts for a specified percentage of a Globex session.

Prioriti

Rule 155.2 (g) requires exchanges to adopt rules which prohibit FBs
from allocating trades among accounts except in accordance with
exchange rules.

Exchanges set forth priority rules with varying degrees of
specificity. For example, CBT Rule 350.05 (k) requires only that
trades be allocated in an equitable manner. CME Rule 548 requires
that non-discretionary customer orders be filled in the order
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received by a broker. ACC Rule 615 gives priority to public
customer market orders over all other types of orders.

Rule 155.3 (a) is referred to as the "customer first rule". Under this
rule each FCM is required to ensure that customer orders which are
executable at or near the market price are transmitted to the floor of
the exchange before any order in the same commodity for the
FCM's account or for the account of any person affiliated with the
FCM. See alsq, Rule 155.4 (a) with respect to IBs and Rule 155.2 (a)
and (b) with respect to FBs.

In addition, each FCM is required to prevent APs from placing
orders with another FCM in a manner designed to circumvent the
"customer first rule”.

In general, Section 11 (a) of the 34 Act prohibits members of a
national securities exchange from effecting any transaction on an
exchange unless the transaction: (1) is effected in compliance with
the rules of the Commission; (2) is consistent with the maintenance
of fair and orderly markets; and (3) yields priority, parity, and
precedence in execution to orders for the accounts of non-exchange
members. In addition, the rules of the options exchanges generally
require that the highest bid and lowest offer for a security shall
have priority. Brokers also have an obligation to obtain best
execution of orders entrusted to them.

The FSA does not mandate the method by which exchange-traded
futures and option contracts are executed.

Where a firm deals with or for a private customer, it must provide

best execution (SFA's CBRs, 5-39 (1)). However, the firm must also
provide best execution where it fulfills an order from a non-private
customer unless the customer has waived this requirement

(SFA's CBRs, 5-39 (2)).

In determining whether or to a firm has provided best execution
the firm must show that it has taken reasonable care to ascertain the
price which is the best available for the customer in the relevant
market at the time for transactions of the kind and size concerned.
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It is recognised that, in certain circumstances, it may be in the
interests of the customer to deal at a price which is different from
that which might otherwise appear to be the best price and also
notice is taken of the conventions of the relevant market

(SFA's CBRs, 5-39 (4)).

With respect to rules regarding the priority of execution of orders,
see items 11.B.2 (d) and 11.B.2 (b).

For two orders transmitted at the same time on behalf of a
customer and on behalf of the firm, the customer's order gets
priority.

Price priority and time priority are ensured under the so-called
"auction system".

Section 1266 (2) of the CL requires a futures broker to transmit
instructions to deal in the sequence in which they are received by
the broker, with the overriding condition that client's instructions
take priority over dealings in futures contracts on the broker's own
account (s. 1266 (3)).

A member of a futures exchange who is concerned in the execution
of instructions to deal in futures on the trading floor is required to

execute instructions to deal in the order in which they are received
by the member (s. 1266 (5)).

TFE rules give priority to executable client orders over all other
types of orders. Priority among client market orders and
executable client limit orders shall be established in accordance
with the times such orders are received by the futures floor trader.
Priority among client limit orders shall be established by price, and
in the event a futures floor trader is holding limit orders at the
same price, in accordance with the times such limit orders were
received by the futures floor trader. There is a separate section in
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the TFE rules which deals with priority rules for bids and offers on
the TFE options floor.

TSE rules also require that members give priority to client orders.
The priority rules respecting bids and offers on the TSE's options
floor are as follows:

0] at the opening, all market and better-priced limit orders
must be filled before the option class is opened;

(i) good-till canceled limit orders entered on prior days for
client or non-client accounts are filled next, pro rata by
order;

(i) all remaining client and non-client account limit orders are
then filled at the opening price, pro rata by order; and

(iv)  firm, market maker and competitive options trader limit
orders are filled last, with priority to good till canceled limit
orders entered on prior days.

During regular sessions, orders for a bid at the highest price and an
offer at the lowest price shall have priority regardless of the time of
entry. Client and non-client accounts have priority during these
sessions and where there is more than one such order, time priority
will apply. Once all client and non-client orders are filled, time
priority applies to all professional orders.

Qptions
- Priority of Orders for Execution

A client order entered in the Book is always executed before an
order at the same price which is represented in the trading crowd.

Orders are filed according to price and time of acceptance in the
Book.

Priority of bids and offers shall be determined by price and if two
or more orders for customers are at the same price, then priority
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shall be by time of acceptance; unless the Retail Order Policy
provides otherwise.

Orders for professional accounts shall stand behind orders for
customers at the same price, but priority as between professional
orders at the same price shall also be accorded by time of
acceptance.

- Priority at the Opening

The priority sequence, top priority first, is as follows at the opening
of the market:

client market orders in the Book;

-- client market orders in the crowd:;

client limit orders in the Book;

client limit orders in the crowd.
Eutures
- Execution of Orders

All orders must be executed by "open outcry" in the appropriate
trading pit. Traders may not execute transactions by any other
means nor in any other place.

- Priority to Client Orders

Each member is responsible for insuring that, at the same price and
time-stamp, it gives priority to client orders over its own
professional orders. In the pit however, client orders of one
member do not have priority over professional orders of another
member.

| »

With respect to the Regulation respecting securities, the registered
representative of a dealer must see that orders are executed at the
best price available on Canadian Exchanges, unless he is instructed
otherwise.
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HKFE's trading rules provide that all transactions shall be
conducted in a publicly competitive auction manner. All bids and
offers have to be made openly and competitively. HKFE rules
prohibit members trading for their own account if a client order
remains unfilled. A member is also not allowed to withdraw or
withhold orders for his own convenience or for the convenience of
any other person.

SEHK’s Options Trading Rules require all transactions to be
executed through the TOPS system, which matches orders on a
strict time and price priority algorithm.

Pursuant to the Code of Conduct for each exchange, SEHK and
HKFE members must execute orders at the best possible price in
the best interests of their clients. Members must handle orders of
clients fairly and in the order they are received. Client orders have
in all cases priority over orders of the member. A members shall,
where he has aggregated an order for a client with an order for
another client, or with an order for his own account, give priority to
satisfying orders of clients, in any subsequent allocation if orders
are partially filled.

Order priority has been regulated in the SVS General Regulation
N° 12. It should be noted that priority is based on price and time.
Likewise, when the broker-dealer wants to trade for his own
account, and there is a client's order with the same price, the client's
order must be executed first.

At the Sth Stock Exchange trade is automated and screen based (the
so-called SAX system, that is The Stockholm Automated Exchange).
In this system the members themselves register their orders for
buying and selling and the business transactions are as well noted
electronically. The transactions are reported at once to the
computerized information system of the Stock Exchange (SIX).

At OM the trade is arranged either directly in the computerized
order book or via the block order function of the OM. In the order

- 310 -



book contracts are automatically registered concerning small
orders. Customers directly connected to the OM are capable
themselves of entering their buy and sell orders into the computer.
Then automatically the orders are combined after the criterions of
best price and time of registration.

Trade on the OM block order market is initiated by connected
dealers over the telephone. Orders arrived in this way are noted on
awall board including time. Best buy and sell prices are at once
distributed via most of the prevailing electronic information
systems.

Sell and buy orders in accordance with each other are certified as
contracts by the personnel at the OM. What is done by the
personnel thus is to combine equal sell and buy orders noted on the
boards. This combination is arranged following the criterions of
best price accompanied by time.

Orders combined to a relation between several parties are
prioritized to straight orders. The OM personnel sometimes
contacts customers concerning even these combined orders. Such
contacts follow rules decided in advance. These contracts are
immediately registered in the information system and distributed
to the market.

The end customers act anonymously. The block order system can
be entered by a telephone que. The first one to the phone will also
be the first one to the trading system.

Orders received from clients and orders for a Dealer's own account
shall be executed by a Dealer in the sequence in which they are
received and recorded, unless it would be fair and equitable to
allocate contracts obtained in respect of similar orders on the same
day on a different basis; provided that where a different basis is
used the Dealer shall clearly define that basis and apply it to all
instructions and orders without giving any preference to any order
for the account of the Dealer.

The offering or allocation to a client of any contract related to a

contract already obtained on the Market, other than pursuant to
instructions previously received from that client is prohibited.

- 311 -



Each offer to buy or sell shall be open to the Dealer or local Dealer
first accepting it for the whole or any part of such offer.

When a Dealer has an order to buy and an order to sell, at the same
price, for the same commodity and in the same month, the Dealer
may only make a Market Contract with itself if the Dealer has
complied with the procedures for such transactions as approved by
the Board from time to time.

IDEM - "Fib30", MIBO30" and "1SOa"

The priority of order execution is determined, for each side of the
book, by price and, for orders at the same price level, by time of
their acceptance into the system.

MIF - "BTP Future™ and MTO - "BTP Future Option"

The priority of order execution is determined by price and, for
orders with same price, priority is given to: a) orders already input
by the same intermediary, b) customer orders, ¢) time of acceptance
into the system.

Securities Market Act states that all persons or entities acting on a
securities market, both receiving and executing orders and advising
on security investments, shall give absolute priority to their
customers' interests. Should there be any conflict of interest
between various clients, they would not afford any privilege to any
one customer in particular.

Market Rules and Regulations establish the following criteria of
priority for the execution of the accepted orders:

first, the best price;

for equal prices, the oldest standing order shall be executed
first;

combined orders which require simultaneous purchases
and / or sales, shall have priority over simple market orders
and shall be executed irrespective of the time that the order
has been standing.
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All orders must be executed by open outcry in appropriate trading
pit. Exchanges are required to determine that all floor trading
practices are fair and properly supervised. CNV rules ensure that
trading is conducted in a competitive market.

The priority of orders in the DTB-computer system shall be
determined by price and if two or more orders are at the same
price, then priority shall be by time of acceptance of the orders in
the system. Market Orders have the highest priority in the

DTB system. If there are several market orders in one series of a
product, then priority between market orders shall be by time.

The FIA provides that the futures market is to be conducted in an
orderly and fair manner. The FIA also provides for client orders to
be given priority.

Order Priority

A member shall not trade with another member if the trade could
satisfy an order from a client.

Subject to Rule 7.3.1, a member shall not trade with a client if the
trade could satisfy a previously received order from another client.

Subject to Rule 7.3.1, a member shall not trade with another
member, if the trade could satisfy a previously received order from
another member

A member shall not trade for his own account or for the account of
an affiliated officer of the member or any account in which the

member, or affiliated officer of the member has a beneficial interest
if the trade could satisfy an order from a client or another member.
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(b) Capacity Restrictions (e.g., Restrictions on Dual Trading or
Insider Trading)

id i

CEA 89 (d) states that it shall be a felony for any Commissioner of
the CFTC or any employee or agent thereof to participate in an
investment transaction for a commodity if any non-public
information is used in the investment decision.

CEA § 13 mandates that any person who willfully aids, abets or
controls a violator of the CEA shall be liable to the same degree as
the principal violator.

CEA 88 9 (f) prohibits exchange and registered futures association
employees and officials from wilfully and knowingly trading in
futures or options on or disclosing material, non-public information
obtained through special access related to their duties. Also, a
person who knows such information was obtained in violation of
this statutory provision would be prohibited from trading based on
that information. Violations are punishable by penalty of up to
$500 000 plus the amount of any profits realized from such trading
or disclosure and imprisonment of up to 5 years, or both, together
with the costs of prosecution. See CFTC Rule 1.59 (containing these
provisions).

Dual Trading
CFTC Rule 155.2 requires each exchange to adopt and to submit to

the CFTC a set of rules which, among other things, prohibit an FB
from trading ahead of a customer.

Currently, certain futures exchanges restrict dual trading. The
CME has a rule which limits access to the top step of its S&P 500
futures pit to FBs and prohibits those brokers who are standing on
the top step from trading for their own accounts. PBOT

Rule 342 (a) contains identical rules prohibiting dual trading.
However, PBOT is not actively trading futures.

Dual Trading Rule: The CFTC adopted Rule 155.5 which prohibits
"dual trading" by floor brokers in contracts with an average trading
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volume of 8 000 contracts or more that have not been exempted.

See 58 Fed Reg 40335 (July 28, 1993).
I _ |

The Part 156 regulations define entities commonly known as
"broker associations" and require that such associations register
with their respective contract markets pursuant to contract market
rules. The regulations prohibit a member from receiving or
executing orders unless the broker association is registered with its
respective contract market and also require each contract market to
prohibit such conduct under its rules. In addition, each contract
market is required to implement procedures necessary to ensure
that registration procedures are followed and to integrate the data
collected from registration into the contract market's affirmative

compliance programs. See 58 Fed. Reg. (31167 (June 15, 1993).

Qther

Under Rule 155.3 (b) (1) an FCM and any of its affiliated persons
are generally prohibited from disclosing that they are holding an
order of another person. Disclosure may be made if necessary to
effectively execute the order, or if made at the request of the CFTC,
the exchange, or the NFA. See also, Rule 155.4 (b) (1) with respect
to IBs.

Under Rule 155.3 (b) (2) an FCM is prohibited from knowingly
taking the other side of an order of another person revealed to the
FCM or any of its affiliated persons as a result of their relationship
with the other person without that person's consent. The FCM may
take the other side of an order if it has the other person's prior
consent, and if it does so in conformity with exchange rules
approved by the CFTC. See also, Rule 155.4 (b) (2) with respect to
IBs.

The options exchanges prohibit floor traders (with the exception of
the specialists on the options exchanges employing a specialist
system) from acting as both broker and dealer in the same options
class on the same day.

- 315 -



Trading options on the basis of material non-public information
obtained as a result of a fiduciary relationship or otherwise on a
confidential basis is a violation of the 34 Act and Rule 10b-5
thereunder, giving rise to civil and criminal sanctions and private
lawsuits for money damages.

In the UK, there are no statutory restrictions on dual trading. The
Criminal Justice Act 1993 implements the EC Insider Dealing
Directive and applies to dealings in certain financial derivatives as
well as to securities dealing.

The majority of UK exchanges do not prohibit dual trading,
however, rules vary (under the rules of OMLX market makers may
only deal for their own account). SFA's CBRs impose restrictions
where the firm is trading for its own account; these rules are
designed to prevent a firm from taking advantage of a customer's
order, whether for its own benefit or for that of another customer.

An employee of a market participant who is in charge of trading on
a specific contract is not allowed to trade that contract for his own
account.

On the MATIF, the "négociateurs-courtiers" are not allowed to
trade for their own account. Conversely, the locals (négociateurs
individuels de parquet) only trade for their own account.

On the MONEP, the same person cannot act as market-maker and
trader.

Although dual trading is not prohibited, the "auction system"
leaves little or no room for arbitrary trade execution. Insider
trading is prohibited under the Securities and Exchange Law.
However, futures trading is exempt from this regulation, since
futures trading is based only on government bonds and large
baskets or indices of stocks.
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The legislation prohibits insider dealing in futures contracts
concerning a body corporate if the person has inside information in
relation to that futures contract by virtue of being connected with
the body during the previous six months (Part 8.7 Div. 1CL).

In respect to dual trading, see response to B.2 (a) immediately
above.

The CFA does not, at present, prohibit insider trading or dual
trading.

The TFE prohibits dual trading by providing in its by-law that no
floor trader may buy or sell for his or her own account (or for any
account in which he or she has an interest) any series of a

TFE futures contract while holding an order for a client account for
the same class which is executable at the market price or at the
price at which a transaction can be made for the floor trader's own
account or the account in which he has an interest. The TFE also
prohibits floor traders from taking the other side of a transaction
while holding an order from a client.

The SA prohibits any person or company in a special relationship
with a reporting issuer from purchasing or selling securities of the
reporting issuer with the knowledge of a material fact or material
change with respect to the reporting issuer that has not been
generally disclosed. The SA further provides that no person or
company in a special relationship shall inform, other than in the
necessary course of business, another person or company of a
material fact or a material change with respect to the reporting
issuer before the material fact or material change has been
generally disclosed. Securities of a reporting issuer include, in such
cases, a put, call, option or other right or obligation to purchase or
sell securities of the reporting issuer or a security, the market price
of which varies materially with the market price of the securities of
the issuer.

TSE and TFE by-laws prohibit members, approved persons or

persons associated with a member from "frontrunning"” or trading
ahead of their client's orders in the same or a related market.
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Trading ahead in the options or futures markets in order to profit
from knowledge of non-public information concerning imminent
transactions in equities, options, or futures is also prohibited.

» Quebec

The Securities Act specifies that no insider of a reporting issuer
having privileged information relating to securities of the issuer
may trade in such securities. The insider may not disclose the
privileged information except if he must disclose the information in
the course of business, having no ground to believe it will be used
or disclosed contrary to the Securities Act. No person prohibited
from trading in securities of a reporting issuer may use the
privileged information in any other manner unless he is justified in
believing that the information is generally known to the public.
Thus, no such person may trade in options concerning the
securities of the issuer. Nor may the person trade in the securities
of another issuer, in options or in futures contracts concerning an
index, once their market prices are likely to be influenced by the
price fluctuations of the issuer's securities.

ME

No member, person associated with a member or a permit holder
shall engage in transactions in Exchange listings based in whole or
in part on non-public information concerning pending transactions
in options, futures contracts or securities, which are likely to affect
market prices of any other option, futures or security unless such
transactions are made solely for the purpose of providing a benefit
to the client who is engaged in or proposing the pending
transactions to which the non-public information pertains.

The rules of the ME also specify that no member, person associated
with a member, or a permit holder shall use or knowingly
participate in the use of any manipulative or deceptive method of
trading in connection with the purchase or sale of any Exchange
listing which creates or may create a false or misleading appearance
of trading activity or an artificial price for the said listing.
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There are no specific restrictions on dual trading.

Insider trading is prohibited in Hong Kong under the Securities
(Insider Dealing) Ordinance (“S(ID)O”). The definition of securities
in the S(ID)O includes derivatives (e.g. warrants, stock options, and
stock futures) thereon.

In Chapter XXI of the Securities Market Law, N° 18.045, the
regulator has ruled the use of insider information, and the persons
which are subject to penalties by using this information.

A special Insider Trading Act has been implemented on
February 1%, 1991.

The rules of the Exchange contain explicit prohibitions on certain
types of trading including dual trading, insider trading and
excessive discretionary trading.

IDEM

In the Italian Derivative Market securities firms and banks can act as
both brokers and dealers, while individual stock brokers for
customers account only.

MIE and MTQ
In MIF and MTO market securities firms and banks can act as both

broker and dealer, individual stock brokers only for customers
account and investment funds exclusively for their own book.
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Securities Act prohibits insider trading in financial markets. In
respect to dual trading, it is not prohibited in Spanish markets,
although it is subject to some restrictions. For example, as
mentioned in point 11.B.2 (a) above, financial intermediaries are
required to give absolute priority to their customers' interests.

CNV Resolution No. 227 governs the use of insider information in
trading activity.

8 14 of the Securities Trading Act (WpHG) prohibits insiders to
trade in the insider security for their own account or the account of
any other person. Disseminating insider information to another
person without authorization or recommending the acquisition or
dispose of insider securities on the basis of inside information is
prohibited as well. Secondary insiders and tippees are included by
the Insider Trading-Prohibition. 8§ 12 and 13 WpHG define
insiders and insider securities, respectively. Under § 31 WpHG
insider trading violations are punishable by imprisonment of up to
five years.

Under 8 8 WpHG and § 2b of the Exchange Act (BorseG) employees
of the Exchange Supervisory Authority (BAWe), the Trading
Supervisory Offices (HUSt) and the exchanges are prohibited from
disclosing or using confidential information obtained through
special access related to their duties without authorization.

Dual trading is not prohibited by law or exchange rules. However,
under the General Rules of Conduct of the WpHG (§ 30) all
Investment Services Enterprises (ISEs) are obligated to avoid
conflicts of interest and in the event of unavoidable conflicts of
interest to put customer interest first. The General Rules of
Conduct specifically prohibit frontrunning ahead of customer
orders.
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Generally, there is no prohibition on dual trading. However, it is
required by law that a client’s trades be given priority over broker’s
own account trading. The law also prohibits the brokers from
knowingly taking the opposite side of a client’s order unless the
client is aware of this fact and has consented to it.

In relation to insider trading, an officer or staff of the Commission is
not allowed to participate or trade in the futures market. Under the
FIA, an employee of an exchange company or a clearing house,
including the Executive Chairman of the Board, is prohibited from
engaging directly or indirectly in trading of futures contract. The
FIA also provides that any person who, in relation to trading in
futures contracts, has any information which, if generally known
might reasonably be expected to affect materially the price of the
subject-matter of such trading and which:

a) he holds by virtue of his official capacity or former official
capacity;

b) it would be reasonable to expect a person in his official
capacity or former official capacity not to disclose except for
the proper performance of the functions attached to that
official capacity; and

C) he knows is unpublished price-sensitive information in
relation to an underlying instrument which is the subject of a
futures contract or in relation to the trading in a futures
contract,

shall not make improper use of such information to gain, directly or
indirectly, an advantage for himself or for any other person.

Trading Capacity

Where a member trades with a client (as agent or principal) or with
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another member:
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- the member shall be liable to the client or other member for the
due fulfillment of all obligations arising out of the trade; and

- any claims by the client or a member in respect of a trade shall be
against the member with whom he traded and not against any
other person with whom the member may have traded as
contemplated by Rule 7.4.2.

The member may trade with his client as an agent or as a principal,
as specified in Rule 7.2.2.7. Provided that, when trading with a
client as an agent, he shall immediately before or after the trade
with the client trade with another member or, in terms of Rule 7.4.4,
with another client at the same price, but in the opposite direction.

Notwithstanding the provisions of Rule 7.4.2, if for any reason,
after the member has reported an off-ATS trade to the clearing
house, a mistake has occurred, the member may trade with the
client as principal in order to correct the mistake.

Subject to Rule 7.1 a member who has an offer from one client to
buy and an offer from another client to sell the same exchange
contract may simultaneously trade off-ATS with both clients as
agent. Provided that:

- offers to buy and sell the particular contract are reflected on the
Reuters screen as contemplated by Rule 7.2.5; and

- if the price of the offer from both clients is as contemplated by
Rules 7.2.2.4.1 or 7.2.2.4.2, the price at which the member shall
trade with both clients shall be the midpoint between the prices
reflected on the Reuters screen as contemplated by Rule 7.4.4.1;
or

- if the price of one offer is specified as contemplated by
Rule 7.2.2.4.3, the member shall trade with both clients at that
price, provided it is better than or equal to the prices on the
Reuters screen.

A member off-setting an off-ATS trade with another member with
an equal and opposite off-ATS trade with a third member, shall not,
for a valuable consideration, remove himself from the trades with
the two members concerned, but shall, in order to receive any
valuable consideration, trade with both members as a principal at
different prices.
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Affiliated Officers and Members Trading as Clients

An affiliated officer of a broking member may be a client of the
broking member, provided that such client fulfills all his obligations
in terms of these rules.

Except with the written approval of the executive officer:

- an affiliated officer of a member may not have a beneficial
interest in another member;

- an affiliated officer of a broking member may not be a client of or
have a beneficial interest in a client of another member;

- amember may not be a client of another member or have a
beneficial interest in a client of another member.

An official or employee of Safex or the clearing house may not be a
client of any member or have a beneficial interest in a client of any
member.

(c) Special Procedures for Large or Small Orders

CFTC Rule 1.39 (b) establishes an exemptive procedure for contract
markets with proposed large order execution (LOX) rules.

Rule 1.39 (a) provides that a contract market member must expose
both buying and selling orders of different principals to the market
prior to a crossing of those orders. Amendments to Rule 1.39 (b),
however, permit members to execute buying and selling orders of
different principals directly between these principals in compliance
with LOX rules that have been approved by the CFTC. To qualify
for this Rule 1.39 (b) exemption, the contract market must petition
for an exemption from the requirements of Rule 1.39 (a).

Rule 549 of the CME establishes a large order execution procedure
at the CME. This procedure allows a member to solicit interest in
the opposite side of a Standard & Poor's 500 Stock Index (S&P 500)
or the Nikkei Stock Average futures order for 300 or more contracts
before execution of the order on the floor. During these
negotiations, the initiating party and counterparty would
determine a maximum quantity and an intended execution price at
which the two orders could be executed. Before the initiating party
and counterparty could trade opposite each other, the initiating
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party's bid or offer would have to be exposed to the pit. The
intended execution price would operate as a price floor or ceiling
for the LOX order.

In order to facilitate the execution of large options orders, the
options SROs have adopted procedures that permit a floor broker
holding an options order for a public customer and a contra-side
order to execute such orders as a facilitation cross. Among other
things, these procedures require that the order be exposed to the
trading crowd and executed between the prevailing bid and offer
quotes. The majority of options SROs also have developed and
implemented small order execution systems for the facilitation of
small options orders. In general, such systems provide for the
automatic execution of market and marketable limit options orders
of up to ten contracts, although some markets have established
higher guarantees. In addition, the options SROs have established
rules which require the SROs' floor traders to ensure that public
customer orders are filled to a minimum depth of ten (or twenty)
contracts, at the best bid or offer in the market.

There are no specific provisions in SFA's CBRs which provide
special procedures for orders of different sizes.

No general distinction exists between large and small orders on
French futures and options markets.

However, STAMP, the MONEP's automated trading system is used
only for introduction and cancellation of small orders (less than

50 contracts). Those orders get priority over the orders transmitted
on the floor.

No such procedures exist.
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There are no procedures differentiating large and small orders.

There are no special procedures for large and small orders with
respect to futures contracts traded on the TFE. Orders for ten (10)
or less options traded on the TFE can be, at the election of the
member or the customer, traded in an automated fashion utilizing
the Market Order System of Trading ("MOST"). If the election to
utilize MOST is not made, then the order will be treated in the
traditional floor trading fashion.

iL Qrder Policy (ME

Two levels (10 or 20 options contracts) have been established for
the (guaranteed minimum) number of trading units which will be
executed automatically in options. The size (10 or 20 contracts) of
order which is served automatically under the Retail Order Policy
varies with the liquidity and price level of listing.

In the stock options market operated by the SEHK, market maker
gquotes must be made for a minimum size of 10 contracts. In the
HIS options market operated by the HKFE, registered trader quotes
must be made for a minimum size of 1 contract. There are no other
special procedures relating to large or small orders.

The SVS has given stock exchanges the possibility of implementing
their own rules for wholesales transactions. However, the
exchanges have still not published any rule yet.

There are no FSA exchange rules governing procedures for orders
of different sizes. The derivative market place itself, however, has
implemented a differentiation at 50 contracts so that small orders
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are electronically manipulated but large orders over the phone
block order market.

There are no procedures differentiating large and small orders.

No such procedures exist in MIF, MTO and IDEM markets.

There are no specific procedures for orders of different sizes in
Spanish futures and options exchanges.

There are no special procedures for large or small orders.

The prearranged crossing of large orders at the DTB is permitted
under special circumstances set forth by 1.3.3 of the Conditions of
Trading. When orders to be crossed exceed a certain size
depending on the product, the initiating party or the counterparty
must signal the upcoming cross trade to the market place and wait
for the passage of a minimum period of time before execution,
allowing the market to participate in the trade.

There are no special procedures differentiating large and small
orders.

May be traded off-ATS, but must be booked through ATS to allow
SRO scrutiny.
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(d) Other Trade Practice Requirements or Prohibitions Including
Anti-Fraud Rules

CEA 8§ 4b prohibits any exchange member or agent thereof or any
other person in connection with any order to make, or the making
of, a contract of sale of a commodity for future delivery for or on
behalf of any other person to engage in a variety of fraudulent
transactions, including cheating another person, attempting to
deceive any person regarding the disposition or execution of an
order, or to "bucket" an order.

Similarly, CEA 84c prohibits fictitious trading or trading which
would cause the market to reflect a price that is not "true and bona
fide".

CEA 8§ 4h prohibits false representation of contract market
membership and CFTC registration status.

CEA 8§ 4o states that it is unlawful for a CTA or CPO and their APs
to engage in any course of conduct or to employ any device which
may operate as a fraud upon any actual or prospective client or any
participant.

Rule 1.35 contains rules which limit the opportunity for the
fabrication or alteration of trade records, assure accountability for
trading cards, and enhance exchange audit trail and trade
surveillance. See I1.B.5 (a) below.

Rule 155.2 requires that contract markets promulgate trading
standards for floor brokers. In addition, the regulation indicates
minimum standards of conduct for floor brokers which should be
reflected in the rules. Examples of the requirements are as follows:
- afloor broker is prohibited from making prearranged trades;

- afloor broker is prohibited from trading ahead of a customer
order; and

- afloor broker is required to confirm promptly execution of a
trade with the opposite floor broker or trader and the
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confirmation shall include price or premium quantity, future or
commodity option and respective clearing members.

Rules 155.3 and 155.4 specify those internal standards which an
FCM and an IB shall, at a minimum, establish and enforce. For
example, Rule 155.3 (a) requires that the FCM adopt rules which
insure that customer orders which are "executable at or near the
market price" are transmitted to the floor of the exchange before
any order in the same commodity for the FCM's account, a
proprietary account of the FCM, or any account in which an
affiliated person has an interest or has discretionary trading
authority. In addition, Rule 155.3 (b) requires that an FCM adopt
rules which prohibit an FCM or AP from taking the opposite side of
a customer order. The procedures for IBs are substantially similar
to those applicable to FCMs.

Rules 32.9 and 33.10 proscribe fraud in connection with a domestic
exchange-traded commodity option transaction. The rules state
that it shall be unlawful for any person directly or indirectly: (1) to
cheat or defraud or to attempt to cheat or defraud any other
person; (2) to make or cause to be made any false report or
statement; or (3) to deceive or to attempt to deceive any other
person "by any means whatsoever" in connection with an offer to
enter into, the entry into, or the confirmation of, any commodity
option transaction.

Rule 33.9 outlines a number of unlawful activities in connection
with a domestic exchange-traded commodity option transaction. It
shall be unlawful for:

- any registered person to imply that by virtue of registration the
CFTC has approved that person's actions;

- any person to imply that compliance with the regulatory
structure constitutes a guarantee of fulfillment of the commodity
option transaction;

- any person, upon acceptance of an order, to fail unreasonably to
secure prompt execution of an order or upon rejection of an
order to fail to notify the customer that the order has been
rejected; or
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- any person to manipulate or to attempt to manipulate the market
price.

In addition to restrictions on dual and insider trading, the federal
securities laws prohibit the manipulation of security prices and the
employment of manipulative or deceptive devices in the offer or
sale of securities through the facilities of a national securities
exchange. See Sections 9, 10 (b), and 17 (a) of the 34 Act. In
addition, Sections 15 (c) (1) and 15 (c) (2) of the 34 Act make it
unlawful for broker-dealers to effect transactions in the

OTC market through fraudulent, manipulative, or deceptive acts or
practices.

In accordance with the anti-fraud provisions of the federal
securities laws, the options SROs have adopted rules and issued
circulars prohibiting the practice of frontrunning. As it pertains to
index options, frontrunning is the practice of trading in index
options by members or persons associated with members while in
possession of material, non-public information concerning
imminent block transactions in one or more of the securities
underlying the index, with the intention of taking advantage of the
attendant price changes in the securities involved in the block
transaction.

A person who:

)] makes a statement, promise or forecast which he knows to
be misleading, false or deceptive or dishonestly conceals any
material facts; or

i) recklessly makes (dishonestly or otherwise) a statement,
promise or forecast which is misleading, false or deceptive
commits an offense if the person makes the statement,
promise or forecast or conceals the facts for the purpose of
inducing, or is reckless as to whether it may induce, "another
person” to enter or offer to enter into, or to refrain from
entering or offering to enter into, an investment agreement
or to exercise or refrain from exercising any rights conferred
by an investment (FSA, s. 47 (1)).
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Supplementing the provision on misleading statements is a
prohibition relating to misleading acts and courses of conduct.
Broadly, a person "who does any act or engages in any course of
conduct which creates a false or misleading impression as to the
market in or the price or value of any investments” commits an
offense. The necessary mental element is satisfied if the person
does the act (or engages in the course of conduct) for the purpose of
creating the false or misleading impression and "thereby inducing
another person to acquire, dispose of, subscribe for or underwrite
those investments or to refrain from doing so or to exercise or
refrain from exercising, any rights conferred by those investments"
(FSA, s. 47 (2)).

In this case, it is a defense for the person concerned to prove that he
reasonably believed that his act or conduct would not create an
impression that was false or misleading as to the price or value of
the investments (FSA, s. 47 (3)).

A person who is found guilty of an offense under Section 47 of the
FSA is liable, on conviction on indictment, to imprisonment for a
term not exceeding seven years or to a fine (or to both). On
summary conviction, a person is liable for imprisonment for a term
not exceeding six months or to a fine (or to both), (FSA, s. 47 (6)).

SFA's CBRs provide specific trade practice requirements relating to
the execution of orders. Rules 5-36 to 5-46 inclusive deal

with: restrictions on a firm dealing for its own account ahead of
publication by it of recommendations to its customers; customer
order priority; timely execution; best execution; timely allocation;
the aggregation of orders; fair allocation of orders; churning and
switching; off-exchange market makers; and insider dealing. In
addition Rule 5-51 sets out restrictions on personal account dealing
by officers and employees of a firm together with requirements for
personal account notices to be given by those officers and
employees.

The following four criminal offenses exist on every French market
whatever the product:

- insider dealing;
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- price manipulation;
- misleading information;

- communication of non-public information.

Articles 157-166, and 201 of the Securities and Exchange Law
prohibit fraudulent and other undesirable trade practices.

It is an offence to carry out the following activities in relation to
futures:

futures market manipulation (s. 1259);

false trading and market rigging (s. 1260);

making false or misleading statements likely to induce
persons to deal in futures contracts or have an effect on the
price for dealings in futures contracts (s. 1261);

* fraudulently inducing a person to deal in futures contracts
(s. 1262);

* dissemination of information about a change in prices due to
the effect of illegal transactions (s. 1263);

* engaging in fraud in connection with dealing in futures

contracts (s. 1264).

In addition, SFE General By-Law G-8 sets out the procedure for
trading, inter alia, a prohibition on front-running, trading against a
customer order, entering into pre-arranged trades and withholding
client orders. Section 1264 of the CL prohibits fraud in connection
with dealings in futures contracts.

The OSC is empowered to ensure that the floor trading practices of
the TSE and the TFE are fair and properly supervised and that
adequate measures have been taken by the exchanges to prevent
manipulation.

The TSE requires that all transactions are effected in accordance
with just and equitable principles of trade. The TSE prohibits
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options floor traders from using or knowingly participating in the
use of any manipulative or deceptive method of trading in
connection with options trading which creates a false or misleading
appearance of trading activity or an artificial price for the option.
A similar rule exists on the TFE.

The TFE requires that all trading is conducted in a competitive
market and prohibits, among other things, pre-arranged trades, the
withholding of orders, disclosure of client's orders and trading
against client's accounts.

ME

Without in any way limiting the generality of the foregoing, the
following are deemed conduct inconsistent with just and equitable
principles of trade:

Unreasonable quotations;

- Unreasonable transactions;

- Abuse of orders;

- Front running;

- Manipulative or deceptive trading;

- Corners.

HKFE and SEHK rules contain a full range of trade practice
requirements and prohibitions. Hong Kong legislation also
contains a variety of trade practice requirements and prohibitions,
including market manipulation prohibitions and anti-fraud rules.

Artificially fixing prices and fictitious trading are penalized by
Law 18.045; those who commit these activities may receive a jail
sentence.
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A client must not distribute misleading or wrong information or
take any other measures in order to manipulate the price of
derivatives or the underlying property.

New legislation concerning market manipulation entered into
force on January 1%, 1997. The legislation implements a new
crime into Swedish law, namely market manipulation i.e.
performances on the securities markets with the sole purpose
of manipulating the market price of financial instruments. The
legislation states the following agreements which usually shall
be considered to be market manipulative:

- fictitious agreements,

- agreements with secret conditions regarding repurchase
commitments at an agreed lowest price or with clauses
which restrict the purchaser’s right to dispose of the
instrument or in some other way aims at not making the
instrument available for the market.

Furthermore, it is also prohibited to conclude a purchase or
selling agreement, make an offer about such agreement, take
any other similar measure or make someone do any similar
action with the intention to manipulate the market price and
mislead the market.

According to the new legislation, anyone who undertakes measures
in accordance with above shall be sentenced for market
manipulation to a fine or imprisonment for up to two years. If the
circumstances are aggravating, the penalty shall be imprisonment
determined for a period between six months and four years. If the
offence is considered to be trivial, the person concerned shall not be
convicted at all.

The general rules of law relating to anti-competitive activity and to
fraud apply. In addition the Business Conduct Committee has
jurisdiction to act in respect of undesirable situations and practices.
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Law no. 157/91 prohibits a person who has inside information
obtained by means of an interest in a company's capital or of his
public or other duties, profession or office, to purchase or sell or
engage in other transactions involving securities, including the
related pre-emptive rights, directly or through a nominee, and to
disclose the above information to third parties or to advise others
to carry out the above operations.

CONSOB, with decision no. 5553/91, has set up the procedures for
the disclosure of information, statistics and studies of value to
made available to investors.

Both Securities Act and Royal Decree 629/93 establish sales practice
standards establish applicable to any type of firms regarding their
securities markets activities. Article 10 of exchange Rules and
Regulations also states some principles on which trading between
members of MEFF must be based. In general terms, fraudulent and
manipulative practices, frontrunning customers, fictitious
transactions and, in general, any trading activity aimed at causing
artificial price movements for own benefit or for that of third
parties are prohibited.

Royal Decree 629/93 sets out as well that "the information given to
the clients has to be clear, correct, precise, sufficient and given on
time, to avoid incorrect interpretation and emphasizing the risks of
any transaction, very especially in relation to the financial products
with high risk, in a manner that the client knows precisely the
consequences of the transaction he is contracting. Any forecasting
has to be reasonably justified and has to go with any necessary
explanation to avoid misunderstandings".

Moreover, pursuant to Article 8.12. of exchange rules, a generic risk
disclosure statement explaining the nature of the risks associated
with trading futures and options has to appear in a prominent and
visible place of the contract to be signed between the members and
their customers.

In 1995 some aspects of the relationship between intermediaries
and their customers have been further regulated. On the one hand,
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it has been stated the obligation of signing a contractual agreement
to represent any commercial relation between an intermediary and
its client. In particular, funds delivery by a client to the
intermediary must be supported by a contractual written
agreement. Additionally, it is compulsory to use standard
contracts to regulate activities such as portfolio management and
deposit and management of securities. Such contracts should be
forwarded to the CNMV before their application.

On the other hand, it has been established the obligation for the
intermediary to deliver information to the client whenever a
settlement is completed, with the following minimum contents:

- total amount of the transaction;

- rate of return expressed in terms of annual equivalent rate, if
applicable;

- fees and other applicable expenses, giving details for each
concept (accrual, period and basis);

- in general, any data which could be considered relevant for
the client to understand the outcome of the settlement and
the transaction financial conditions.

For long term contractual agreements, it is required to deliver
quarterly clear and precise information of the client portfolio
situation and deposited securities and funds.

No other prohibitions.

Cross trading and pre-arranged trading at the DTB is only
permitted under special circumstances set forth in 1.3.3. of the
Conditions of Trading. These exchange rules require depending on
size and product a mixture of signaling the upcoming cross-trade
and exposing one side of the trade to the market place for a
minimum period of time before execution. Wash sales are
generally prohibited.
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Trade practice requirements and prohibitions as provided under
the FIA include:

» Trading Against the Client (Section 50)
A broker cannot take the other side of a client’s order without the
prior consent of the client.

» Know your Client and Know your Product Rule (Section 52B)
Requires recommendations made by licensed persons to clients
to have a reasonable basis, in that sufficient enquiry is made into
the financial standing of the client and his risk appetite, as well
as into the subject matter of the recommendation.

 Priority of Clients’ Orders (Section 54)
A Dbroker is to give priority to the instructions of a client to
execute a trade in futures contracts, ahead of that of his own
trades or that of his associates.

» False Trading (Section 79)
A person must not create a false or misleading appearance of
active trading in a futures market.

» Bucketing (Section 80)
A person must not hold out that he has executed a trade in a
futures contract without having effected a bona fide transaction
on the market in accordance with its rules or practices.

* Price Manipulation and Cornering (Section 82)
A person must not:

a) manipulate the price of a futures contract or of the
instrument that is the subject of a futures contract; or

b)  corner the underlying instrument.

» Devices to Defraud (Section 83)
A general prohibition against fraudulent conduct and false
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statements.
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» False or Misleading Statements (Section 84)
A person must not make a false statement for the purpose of
inducing another to trade in futures contracts.

e Abuse of Information (Section 86)
Prohibition of the use of information obtained in an official
capacity for personal gain.

Administrative action is taken under the business rules (in which is
contained provisions similar to that of the FIA, as listed above) by
the exchanges through the imposition of fines, reprimands, and
suspension and expulsion from membership. Further
administrative action may be taken by the Commission, for
example by revoking the licences of brokers, trading advisers, or
fund managers, or of those of their representatives.

Trading Restriction
It shall be a contravention in terms of Rule 19.1 for a member to:

- make or accept an offer on the ATS when he has placed an order
with another member in terms of Rule 7.1.2 in the opposite
direction in the same or a related exchange contract; or

- to place an order with another member in terms of the said rule if
he has made an offer on the ATS in the opposite direction in the
same or a related exchange contract.

POSITIONS
Reporting

Within ten minutes of trading, or such other time as the executive
committee may decide, a member shall report his off-ATS trade to
the clearing house through the ATS in the manner and form
prescribed by the clearing house.

Off-ATS trades concluded after 16:30, or such later time on a

business day as the clearing house may determine, shall be reported
to the clearing house in such manner no later than 09:00 on the
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following business day.
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In the event of a failure of the ATS or in circumstances beyond the
control of the member preventing him from complying with the
provisions of this Rule 8.1, the member may, with the prior written
approval of the executive officer and for the duration of such failure
or circumstances, report his off-ATS trades to the clearing house by
fax or other means acceptable to the executive officer.

Matching

Off-ATS trades involving two members shall be matched by the
clearing house in terms of the date and time of the trade, the name
of the counterparty, the particular exchange contract and the price
at which the trade was done.

If an off-ATS trade with another member is reported and does not
match all the particulars referred to in Rule 8.2.1, or if no
counterparty trade is reported, the clearing house shall report the
mismatched or unmatched trade as soon as possible to both
members nominated in the report and both members shall correct
the details causing the mismatch or the party which failed to report
the counterparty trade, shall do so.

In the event of any off-ATS trade not being matched by 16:30 or
such later time that the clearing house determines on the day it is
reported, it shall be reported anew by both members on the
following business day.

ETHICS AND CONDUCT
Conduct

No member or affiliated officer of a member shall directly or
indirectly commit any act or engage in any conduct likely to bring
Safex into disrepute, and in particular shall not:

- cheat, defraud, deceive or attempt to cheat, defraud or deceive
any client or any other member;

- make or cause to be made to a client a report which they know
(or ought reasonably to know) to be false or misleading in
connection with any exchange contract;

- disseminate or cause to be disseminated any information or
report which they know (or ought to reasonably know) to be
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false or misleading, or which affects or tends to affect unfairly the
price of any exchange contract;

- engage in manipulative or misleading acts or practices regarding
the price of an exchange contract or trading in that exchange
contract;

- submit information to Safex or the clearing house or any of their
employees or agents, which they know (or ought reasonably to
know) to be false or misleading;

- behave in a manner prejudicial to the interest of the public, Safex
members or clients;

- act contrary to the usages or practices of Safex;

- commit or attempt to commit any act which the executive
committee considers to be dishonest, fraudulent or
dishonourable; or

- be a party to or facilitate or enter into a trade which is fictious or
which has a dishonest or unlawful motive.

Advertising by Members

No member shall make any communication with the public or use
any promotional, or advertising material which:

- is false or misleading in any material respect;

- makes the statement or suggests that trading on Safex is
appropriate for all persons;

- refers to the possibility of profit unless accompanied by an
equally prominent statement of the risk of loss;

- includes a reference to either hypothetical results or to actual
profits without stating that these profits or results are not
necessarily indicative of future profits or results;

- compares one member or the performance of one member with
another member or the performance of another member; and

- refers to an opinion without identifying it as such and without
setting out the facts on which it is based.

In the event that the executive committee considers that a member
has failed to conform to any of the advertising requirements
published by the executive committee under Rule 16.2.1, it may at
its discretion (without prejudice to its other powers under these
rules) require that no further advertising material or other
promotional or marketing material shall be published by or on
behalf of such member unless it has been submitted to the executive
committee in advance and the executive committee has
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notified the member that the material is not unsuitable for
publication.

Contravention to be Reported

Every member shall report to the executive officer any
contravention of the rules, the Act and the directives and
resolutions made in terms of these rules that comes to his attention.

Insider Trading

A person bound by these rules shall not trade for his own account
or an account in which he has a beneficial interest in an exchange
contract on the basis of information likely, if generally known, to
affect the price or value of that exchange contract, if:

- such person knows that the information was obtained by virtue
of a relationship of trust or contract, whether or not the person is
a party to that relationship, or through espionage, theft, bribery,
fraud, misrepresentation or any other wrongful method; and

- the information is not generally available to the reasonable
investor and includes information that some other person
intends to trade in the exchange contract or a related exchange
contract or the underlying instrument of the exchange contract or
related exchange contract or any component of such underlying
instrument on Safex or on any other exchange or market.

Sales Representations and Disclosure - Required and Restricted

(a) Price and Volume Dissemination Requirements and Other
Transparency Requirements

The antifraud provision in Section 4b of the CEA generally
prohibits any person with respect to a customer from providing
any false or misleading information, or from failing to provide any
information that can have a material effect on a customer's
investment decision.

Part 16 of the CFTC rules requires contract markets to publish each

day information on the trading volume, open contracts, and prices
on futures and options. The information is to be made readily

- 343 -



available to the news media and the general public no later than
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the business day following the day to which the information
pertains. See alsa the discussion in I11.A.1 below regarding publicly
available information.

The options SROs require that all order tickets state the time of
execution of the order (to the nearest minute). Transactions also
must be reported immediately to floor reporters for entry into the
SROs' transaction reporting system. The SRO's transaction
reporting systems, in turn, transmit options transactions and
quotation information to the Options Price Reporting Authority
("OPRA"). OPRA is operated by the options exchanges under a
plan approved by the Commission under Rule 11Aa3-2 under the
34 Act. OPRA is responsible for collecting from the options
exchanges last sale and quotation information for all standardized
options and disseminating that information to private vendors.
Specifically, for last sale reports, each exchange is to transmit such
reports to OPRA at least within two minutes of execution. For
guotation information, the markets are required to transmit to
OPRA bids and offers in sufficient number and timeliness to reflect
the current state of the market for each option it trades. The
OPRA system, in turn, provides for the uniform dissemination of
last sale and quotation information on fair and reasonable terms
and on a current basis.

Schedule 4 to the FSA provides that exchanges must require issuers
of investments dealt in on the exchange to comply with such
obligations as will, so far as possible, afford to persons dealing in
the investments, proper information for determining their current
value. It also provides that an exchange must either have or secure
the provision on its behalf of satisfactory arrangements for
recording the transactions effected on the exchange.

The exchanges vary in the manner in which they satisfy the

Schedule 4 requirement, however, all RIEs have arrangements in
this regard which are deemed to be adequate.
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The exchanges are required to provide the market with price
information in real time and to provide at least daily volume and
open position information.

Price and volume information is disseminated on a real time basis
through quotation systems of information vendors.

The SFE collects price information from the Trading Floor and
disseminates such information through all major quote vendors
including Reuters and Telerate. Market information is also
available via price reporting vendor services Le., JECNET, AAP
REUTERS, VIATEL, BRIDGE and EQUINEET.

The criteria for OSC registration of exchanges includes the
requirement that adequate provision be made to "publish details of
trading including volume and open interest". TFE rules require
that the highest bid and lowest offer be posted for each contract.

The charter of the Montreal Exchange specifies that the exchange
must compile records, and publish statistics respecting the business
of the member of the exchange and of other person authorized to
trade on the exchange. Exchange rule state that all bids and offers
must be made in accordance with the Exchange requirement, all
trades executed on the exchange must be recorded in the form
prescribed by the exchange, all trades shall be published on the
tape forthwith after their execution.

HKFE and SEHK disseminate last sale information on-line to
numerous information vendors and to the press media at the end of
each trading day.
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Information concerning prices and volumes are given in real time,
as well as all other operations in other markets within the
exchanges. This constitutes a service offered by the Chilean
exchanges, since there is no regulation that obligates them to do so.

From the derivatives market there is disseminated - while trade
and registration ongoing - information about buy and sell prices for
options and futures transpiring supply and demand but neither for
equity and index options on the expiration day, nor at a halt of the
exchange.

NZFOE disseminates its price information through all major quote
vendors including Reuters and Telerate.

IDEM

The CONSOB market rules and regulations provides that the
following information are disseminated by the trading system:

- on a real time basis:

a) best bid and ask price and related quantity;
b) price and quantity of each trade concluded;
C) daily maximum and minimum price;

d) number of deals;

- at the end of the trading day:

a) settlement price;

b) maximum and minimum traded price of the day;
C) weighted average traded price;

d) total number of deals;

e) open interest.
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MIE and MTQO

Dissemination of transaction prices and volumes is restricted to
market participants.

Exchange rules state that information relative to the market, orders
received and prices shall be distributed by technically appropriate
means with the aim of the maximum possible information being
available in real time and being accessible under equal conditions
to all members.

Real time market information is disclosed through the terminals
connected to the central market computer and through professional
vendors of financial information and include the following items:

best bid and offer prices;

number of contracts offered for said prices;

the price of the last transaction;

total number of contracts exchanged in the session to a given
moment;

for futures contracts, the daily settlement price applied at the last
daily settlement of gains and losses and the highest and lowest
prices of the transactions of the market session in course.

In addition, market information is periodically disclosed through
the exchanges' daily bulletins, the press and other media.

See also 11.B.2 (d) above for regulation concerning information to
customers.

CNV rules require exchanges to publish information on the trading
volume, open contracts, and prices on futures and options.

CNV Resolution No. 227 generally prohibits providing customers
with false or misleading information. Also, each exchange has its
own "Ethics code" that governs members / intermediaries conduct.
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According to § 11 (2) of the Exchange Act all exchange prices and
the underlying turnover shall be reported to the trading
participants without undue delay. Prices shall be determined
through the EDP system of the Exchange Process and execution
times are documented in the EDP system of the exchanges.
Pursuant to the stock exchange rules, prices shall be published in
the Borsen-Zeitung (newspaper) too. In addition, all stock
exchange transactions including price, time and volume have to be
reported to the Bundesaufsichtsamt (BAWe) (8§ 9 of the Securities
Trading Act).

The information is disseminated on a real time basis through
financial data service providers such as Reuters, Bloomberg, etc.

Make or cause to be made to a client a report which they know (or
ought reasonably to know) to be false or misleading in connection
with any exchange contract;

disseminate or cause to be disseminated any information or report
which they know (or ought reasonably to know) to be false or
misleading, or which affects or tends to affect unfairly the price of
any exchange contract;

engage in manipulative or misleading acts or practices regarding
the price of an exchange contract or trading in that exchange
contract.

See also 1.B.2. (d) above.

(b) "Know your Customer", "Suitability"

Each FCM, IB and member of a contract market is required by

Rule 1.37 to keep for each commodity futures or option account the
name and address of the person for whom such account is carried
and the principal occupation or business of such person.
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The CFTC has required NFA to adopt a "know your customer” rule
which has industry-wide applicability. NFA's "know your
customer” rule, Rule 2-30, requires each NFA member, with the
exception of CPOs whose pool solicitations are subject to related
state and federal requirements, to obtain from each customer his
age, occupation, income, net worth and previous investment
experience and to then provide special risk disclosure where it
appears necessary. See NFA Interpretative Notice Compliance
Rule 2-30, NFA Manual 9 10 060. An account can be opened if the
customer declines to provide the information requested but the
customer must indicate each waiver in writing.

No member of an options exchange may accept an options order
from a customer unless the customer's account has been approved
for options transactions. In approving a customer's account, a
broker-dealer must exercise due diligence to learn the essential
facts as to the customer and his investment objectives and financial
situation. Specifically, broker-dealers are to seek at a minimum the
following information about a customer: investment objectives,
employment status, estimated annual income from all sources,
estimated net worth, estimated liquid net worth, marital status,
age, and investment experience and knowledge. Background and
financial information of customers who have been approved for
options transactions shall be maintained at both the branch office
serving the customer's account and the principal supervisory office
having jurisdiction over that branch office. Copies of account
statements of options customers must be maintained for the most
recent six-month period.

The options SROs also have options suitability rules that prohibit
member firms from recommending to any customer any options
transactions unless they have reasonable grounds for believing that
the entire recommended transaction is not unsuitable for the
customer, based on information furnished by the customer after
reasonable inquiry concerning the customer's investment
objectives, financial situation and needs, and any other information
known by the member or associated person. The suitability rules
also prohibit broker-dealers from recommending opening
transactions unless the person making the recommendation has a
reasonable basis for believing that the customer has such
knowledge and experience in financial matters that he reasonably
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may be expected to be capable of evaluating the risks of the
recommended transaction, and is able to bear the financial risks of
the transaction.

In addition to the suitability requirements, the options SROs have
established specific written sales practice requirements and
standards concerning uncovered short options transactions.
Specifically, the options SROs require that members and member
organizations establish a minimum net equity requirement for
approving and maintaining customer accounts for uncovered short
options transactions. The options SROs also require that members
and member organizations furnish customers a written description
of the risks involved in uncovered short options transactions, in
addition to the Options Disclosure Document, at or prior to the
customer's initial uncovered short options transaction.

A firm must take reasonable steps that it does not make a
recommendation to a private customer or effect or arrange a
discretionary transaction with or for any customer, unless the
recommendation or transaction is suitable for that customer
(SFA's CBRs 5-31 (1)). In order to comply with this rule, a firm
must first have received sufficient information from that customer
in order to decide whether it is private or non-private. Similarly,
for any recommendation or transaction to be suitable for a
customer, the firm must have obtained sufficient information from
the customer to be able to ascertain the suitability of the
recommendation or transaction.

A firm must take reasonable steps, including the establishment and
maintenance of procedures, to ensure that sufficient information is
recorded and retained about its business and customers for it to be
able to justify its categorisation of its customers and the suitability
of any advice given to private customers or discretionary
transactions entered into on behalf of any customer (SFA's CBRs,
5-54).

The market members must have the identification of customers (i.e.
names and addresses) and communicate this to the risks
centralizing organization.
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Initial margins paid by a customer must not exceed 20% of his net
capital. In order to monitor the compliance with this rule, market
members are required to collect on a quarterly basis the level of
customers' capital.

If the customer is a natural person, the initial margin he pays must
not exceed two million Francs.

"Know your customer" or "suitability” is stipulated in Article 54 of
the Securities and Exchange Law. And, every securities company
shall make rules which require examination of customers,
standards for beginning transactions with a customer, prevent
excessive trading of securities, and others. The securities
companies shall comprehend accurately the state of customers'
trading of securities and other transactions and the state of
employees' business operation.

There is no futures suitability requirement in the Corporations
Law. However there is a suitability requirement for SFE managed
discretionary accounts. By-law g.32 (a) (iii) states that a Member
shall not operate a Managed Discretionary Account unless:

"the Member has reasonable grounds for believing that the
Managed Discretionary Account is suitable for the client,
having regard to the facts known, or which ought
reasonably to be known, about the Managed Discretionary
Account, the client's other investments and his personal and
financial situation”.

Dealers trading with Ontario residents are obliged to establish the
identity, creditworthiness and reputation of their clients and to
ensure the suitability (and continuing suitability in the case of
futures and futures options) of each client trade in view of the
markets in which the client intends to trade, the scale of trading
and the general financial needs and objectives of the client.
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The client's interest must be the foremost consideration in all
business dealings.

All information concerning clients' transactions and their accounts
must be considered confidential and must not be disclosed except
with the client's permission or by order to the proper authority.

A diligent and business-like effort must be made to learn the
essential financial, personal and investment circumstances of each
client.

All recommendations must be based on a careful analysis of both
the client information obtained and the information related to the
particular transaction.

All methods of soliciting and conducting business must be such as
to merit public respect and confidence.

All clients entering unsolicited orders which appear unsuitable
based on the client information supplied should receive
appropriate cautionary advice.

A thorough knowledge of the Securities Acts of the province or
provinces in which registration is held and the requirements of the
approving self regulating agencies must be maintained.

All personal business affairs must be conducted in a responsible
manner, so as to reflect credit on the profession.

A continuous effort should be made to maintain a high standard of
professional knowledge through reading and study.

HKFE members are required to have each client complete and sign
a "Client Information Statement”. The Member is required to
deliver to the client a written statement giving the name of the
member, the category of membership, the name of the employee
handling the client's account and registration particulars of the
member and the employee. HKFE members must take all
reasonable steps to establish the true and full beneficial identity of
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each of their clients, and of each client's financial situation,
investment experience, and investment objective. Having regard to
information disclosed by a client and other circumstances relating
to the client which the member is or should be aware of through
the exercise of due diligence, the member must, when making a
recommendation or solicitation, ensure the suitability of such
recommendation or solicitation for that client as is reasonable in all
circumstances. Members must assure themselves that the client
understands the nature and risks of a futures / options contract
and has sufficient net worth to be able to assume the risks and bear
the potential losses of trading in such futures / options contracts.

Before entering into an options client agreement with any person,
SEHK option trading rules require that an options trading member
obtain sufficient information in respect of that person’s beneficial
identity and financial situation, investment experience and
investment objectives to enable the options trading member to
assess the type of stock option contract suitable for that person.

An SEHK stock options trading member must complete a client
information checklist and maintain a record of the information.
The options trading member must approve in writing the entry of
each options client agreement and must provide each client with
the SEHK’s booklet “Understanding Stock Options (and their
Risks)”. Each options trading member must maintain full and
up-to-date records of the name, addresses, contact individuals and
contact numbers of each client and of any person authorized and
designated by that client to act for that client.

There is no "know your customer” or "suitability” rule. However,
broker-dealers must keep a file for each client with some basic
information.

The intermediary is entitled to represent the end customer in all of
his options and futures contracts covered by the opening and
collateral documents as well as at delivery and settlement. The
intermediary has to act in his own name but on behalf of the end
customer and stating the account number of the end customer.
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The broker's credit risk is managed by way of initial margin
requirements.

All clients are required to complete prescribed client agreement
forms detailing the identity of the client.

Investment firms and banks providing investment services in Italy
must acquire the necessary information from customers and operate
in such a way that they are always adequately informed (article 17 of
Legislative Decree no. 415/1996).

Royal Decree 629/93 determines the obligation of all institutions
involved in securities markets activities to request from their
customers the information necessary for their correct identification,
as well as information on their financial situation, investment
experience and objectives, whenever the latter is relevant to the
services they are going to render. Customers' identification must be
communicated to the exchange and, upon request, to the CNMV.

Law no. 1/91, art. 6, provides that in carrying on their activities
securities investment firms must act so that customers are
adequately informed about the nature and risks of transaction, their
implication and any instrument, facts or circumstances that
customers need to know in order to make informed investment and
disinvestment decisions.

There are no rules for this matter.

Exchange participants must require collateral and daily settlement
payments from their customers in an amount which is at least equal
to the amount determined on the basis of the formula
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applied by the DTB. Member banks have to get their private
customers to sign a form to assure their "Termingeschaftsfahigkeit
(risk disclosure statement).

In addition, rules of conduct are set down in the new securities
trading act (WpHG). Section 31 (2) obliges the investment firm to
require from its customers information about their experience in or
knowledge about transactions which are contemplated to be the
subject of security services, about their goals pursuant to such
transactions and about their financial situation and to provide all
information useful for the purpose to its customers and in view of
the type and volume of the proposed transaction.

Section 52B of the FIA places a legal duty on all intermediaries
when giving advice to clients. The provision requires a futures
intermediary to have a reasonable basis for recommendations made
to its clients, in that sufficient enquiry is made into the financial
standing of the client and his risk appetite, as well as into the
subject matter of the recommendation.

Client Registration

A member shall not trade with a client until registration of the
client has been effected.

To register a client, a member shall submit the following details:

- the full name and description of legal capacity and a clear
indication whether the person is a resident, non-resident or
emigrant client;

- the identity number, or registration number of a company or
close corporation;

- the address;

- the telephone, facsimile or telex number;

- the duly authorized contact person;

- the name of the authorized bank at which the non-resident client
has opened a non-resident account or, in the case of an emigrant
client, the name of the authorized bank at which the emigrant
client has opened an emigrant’s blocked account and a
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non-resident account and the telephone, telex and facsimile
numbers of the authorized bank concerned;

- where applicable, the numbers of the emigrant’s blocked and
non-resident accounts referred to in Rule 7.6.2.2.6;

- the name of the contact person at the authorized bank concerned
where the emigrant’s blocked and non-resident accounts referred
to in Rule 7.6.2.2.6 are kept; and

- the margin category in respect of a non-resident client or
emigrant client.

The clearing house shall maintain a record of the clients which are
registered as clients of broking members and it shall keep a record
of the particulars associated with each client as required under
Rule 7.6.2.2.

A member shall ensure that the particulars relating to his clients are
correct and up to date at all times.

The member shall ensure that clients, which have ceased trading
with the member, are removed from the register as being the clients
of the member.

The client’s registration shall be retained by the clearing house for
as long as it deems necessary, after th