FINANCIAL INFORMATION SHARING
MEMORANDUM OF UNDERSTANDING

ARTICLE I: GENERAL

The United States Commodity Futures Trading Commission
({"CFTC"), an independent regulatory agency of the U.S. govern-
ment, the Securities and Investments Board ("SIB"), a "designated
agency" to which statutory powers have been transferred under the
Financial Services Act of 1986 ("FSA") of the government of the
United Kingdom and the self-regulatory organizations in the
United States ("U.S. SROs") and in the United Kingdom ("U.X.
SROs")}, as defined in Article II and subscribed hereto, have
reached the following understanding with respect to futures
commission merchants ("FCMs"”) that are applicants or designated
members, as defined in Article II.

Section 50 of the FSA and parallel provisions in the
Rulebooks of the U.K. SROs provide authority for the SIB or a
U.K. SRO to waive application of those Financial Regulation Rules
that deal with capital adequacy, where it finds that compliance
would be unduly burdensome and waiver would not result in undae
risk to customers. As part of their responsibilities under the
Commodity Exchange Act ("CEA"}, the CFTC and U.S. SROs monitor
the capital adequacy of the aforesaid FCMs consistent with
financial requirements promulgated under the CEA, and parallel

financial requirements of the U.S. SROs, which have been approved

by the CFTC. 1In consideration of these responsibilities, the




applicability of such requirements and the understanding with
respect to the exchange of information set forth below, the SIB
and the U.K. SROs will not require designated member FCMs to
comply with their respective capital adequacy requirements and
any reporting standards relating solely to the measure or
maintenance of capital adequacy. This understanding does not
prevent a party from requesting other information from a
designated member or the other parties hereto.
ARTICLE IXY: DEFINITIONS
1. For purposes of this Financial Information Sharing
Memorandum of Understanding ("FISMOU"):
(a) "Applicant" means an FCM registered with the CFTC that
is a member of a U.S. SRO that is a party to this
FISMOU, that is a person that has requested
authorization from its relevant U.K. regulator to
establish a branch or to otherwise carry on an
investment business in the United Kingdom ("U.K.") and
that has requested that those Financial Regulation
Rules that deal with capital adequacy be waived by the
SIB and the relevant U.K. SRO. In order to be an
applicant, an FCM must complete three originals of a
sigred consent in the form of the consent annexed as
Exhibit 1 hereto and made a part hereof, addressed to
the relevant U.K. regulator, such FCM's designated U.S.

SRO and the CFTC.
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(b)

(c)

(d)

"Designated member"” means an FCM registered under the
CEA that is a member of a U.S. SRO that is a party to
this FISMOU, that has a branch or otherwise carries on
an investment business in the U.K., that is an author-
ized or interim authorized person under the FSA for
which those Financial Regulation Rules that deal with
capital adequacy have been waived by the SIB or the
relevant U.K. reqgulator. In order to be a designated
member, an FCM must complete three originals of a
signed consent in the form of the consent annexed as
Exhibit 1 hereto and made a part hereof, addressed to
the relevant U.K. reqgulator, such FCM’s designated U.S.
SRO and the CFTC.

"Designated U.S. self-regulatory organization" or "des-
ignated U.S. SRO" means a U.S. SRO that has primary
responsibility for examining a member FCM for
compliance with minimum financial and related reporting
requirements under CFTC oversight (i) pursuant to
Section 4f(2) of the CEA and Rule 1.52 promulgated
thereunder, and in accordance with a joint audit plan
approved by the CFTC under that rule, or (ii) because
the member FCM is a member solely of that U.S. SRO.
"Form 1-FR-FCM filing" means the financial report filed
pursuant to Rule 1.10 under the CEA by an FCM on at

least a semiannual basis with its designated U.S. SRO.
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(e) "Joint Audit Committee" means that certain committee of
representatives of all U.S. SROs which was established
tc coordinate audit and financial surveillance, plans,
policies and procedures, particularly with respect to
FCMs that are members of more than one U.S. SRO.

(£) "Relevant U.K. regulator" means (i) where the FCM has
been authorized under the FSA through membership in a
single U.K. SRO, the U.K. SRO of which the FCM is a
member, (ii) where the FCM has been authorized under
the FSA through membership in more than one U.K. SRO,
the U.K. SRC that the U.K. SROs have agreed should be
the recipient of information under this FISMOU, or
{iii) the SIB, where the FCM has been interim
authorized or authorized by SIB under the FSA.

{g) "Rule 1.12 telegram"” means the telegraphic or written
notice filed by an FCM with its designated U.S. SRO and
the CFTC pursuant to Rule 1.12 promulgated under the
CER if the FCM’s (i) adjusted net capital falls below
the minimum required by an applicable capital rule,
(ii) adjusted net capital falls below 150 percent of
the minimum required by an applicable capitual rule,
(1ii) books and records are not current, {iv) account-
ing system, accounting controls, procedures for safe-
guarding customer and firm assets or the practices and
procedures specified in Rule 1.16(d)(1) promulgated

under the CEA, contain a material inadequacy, as
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defined in Rule 1.16(d)(2) promulgated under the CEA,
or (v) carried accounts include an account which is
undermargined by an amount which exceeds the firm’s
adjusted net capital.

{h}y "U.S. self-requlatory organization® or "U.S. SRO" means
the Board of Trade of the City of Chicago, the Chicago
Mercantile Exchange, the Commodity Exchange, Inc., New
York Mercantile Exchange, National Futures Association
or any other self-requlatory organization as defined in
Rule 1.3(ee) promulgated under the CEA that becomes a
party to this FISMOU in accordance with Article VII.

(i) "U.K. self-regulating organisation" or "U.K. SRO" meins
the Association of Futures Brokers and Dealers, The
Securities Assoclation or any other self-regulating
organisation that has been recognized pursuant to
Section 10 of the FSA and is or becomes a party to this
FISMOU in accordance with Article VII.

ARTICLE TJT: FEXCHANGE QOF INFORMATION

1. (a) Each U.S. SRO will provide to the relevant U.K.
reqgulator, commencing with the first filing due after the
effective date hereof as to that U.S. SRO, as promptly as
practicable after receipt of the relevant report, the following
information with respect to a designated member for which it is
the designated U.S. SRO.

(1) Copies of the cover sheet used by the U.S. SRO in its

review of each Form 1-FR-FCM filing. The U.S. SRO will
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(ii)

(iii)

(b)
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represent that it has reviewed the Form 1-FR-FCM filing
and that, based solely on its review of the information
in that filing, it has no reason to believe (or it has
reason to believe) that there exists a violation of t.
minimum adjusted net capital requirement set forth in
Rule 1.17 promulgated under the CER. The U.S. SRO also
will provide a copy of the Form 1-FR-FCM upon request
of the relevant U.K. regulator.

Copies of Rule 1.12 telegrams.

Notification if the designated member is classified as
high risk under the Joint Audit Committee criteria,
e.d., the ratio of customers’ equities to the firm’s
adjusted net capital as calculated pursuant to the ap-
plicable capital rule exceeds 15 to 1.

Each U.S. SRC will provide the relevant U.K. regulator

as promptly as practicable upon request the following information

with respect to an applicant for which it is the designated U.S.

SRO.

(1)

Copies of the cover sheet used by the U.S. SRO in its
review of the most recent Form 1-FR~-FCM filing. The
U.S. SRO will represent that the copy provided is the
cover sheet with respect to the most recent Form
1-FR-FCM filing, that it has reviewed such filing and
that, based solely on its review of the information in
that filing, it has no reason to believe (or it has

reason to believe) that there exists a violation of the



minimum adjusted net capital requirement set forth in
Rule 1.17 promulgated under the CEA. The U.S. SRO will
also provide a copy of the most recent Form 1-FR-FCM
upon request of the relevant U.K. regulator.

(ii) Copies of Rule 1.12 telegrams since the "as of" date of

the most recent 1-FR-FCM filing.
{iii) Notification if the applicant is classified
as high risk under the Joint Audit Committee criteria,
e.g., the ratio of customers’ equities to the firm’s
adjusted net capital as calculated pursuant to the ap-
plicable capital rule exceeds 15 to 1.
2. {a) Notwithstanding any other provision of this FISMOU, if
information is provided by a U.S. SRO to the relevant U.K.
requlator pursuant to paragraph 1l(a) of this Article III, such
information need not be provided by that U.S. SRO to any other
U.K. SRO or U.K. requlator; provided further, however, that
subject to Article IV, such U.K. SRO directly may furnish such
information to another U.K. SRO or U.K. regulator.

{b) If any relevant U.K. regulator agrees to indemnify any
regulatory or self-requlatory authority in the United States or
any other country in connection with the receipt of information
or representations similar to that described in paragraphs 1(a)
or 1(b) of this Article III, the relevant U.K. requlator must
make such indemnity arrangement available to each U.S. SRO
providing it with information under paragraphs 1(a) or 1(b) of

this Article III.
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3. (a) The CFTC will use its best efforts to notify the SIB if
it becomes aware, through a U.S. SRO or otherwise, that an event
has occurred that, in the sole judgment of the CFTC, materially

and adversely affects the financial or cperational viability of

an applicant or a designated member. i

{b) The relevant U.K. regulator will use its best efforts
to notify and discuss with the CFTC if it becomes aware, through
a U.K. SRO or otherwise, of a substantial financial, operational
or other problem at a United Kingdom branch of, or as a result of
investment business conducted in the U.K. by, a designated
member. The CFTC may make information received pursuant to this
paragraph available to a U.S. SRO.

(c¢) The SIB or the relevant U.K. SRO will use its best
efforts to notify and discuss with the CFTC if it becomes aware,
through a U.K. SRO or otherwise, of any information which in its
respective judgment affects the financial or operational
viability of a U.K.-domiciled firm doing business in the U.S.
under a comparability exemption granted pursuant to Rule 30.10
promulgated under the CEA which may defer to the financial
regulation rules of the SIB and the relevant U.K. SRO. The CFTC
may make information received pursuant to this paragraph 3(c)
available to National Futures Association.

4, Where an indemnity, or other mutually acceptable
arrangement, for protecting the exchange of information is in

place between a designated U.S. SRO and a relevant U.K. SRO,

notification, information, and representations by the relevant




U.K. SRO under paragraphs 3(b) of this Article III, and
notification and information as to an event which in a designated
U.S. SRO‘s sole judgment materially and adversely affects the
financial or operational viability of an applicant or designated
member also may be exchanged directly between the designated U.S.
SRO and relevant U.K. SRO. A copy of the applicable agreement
will be provided to the CFTC by the designated U.S. SRO and to
the SIB by the relevant U.K. SRO.

5. Where SIB or a U.K. SRO intends to take action in relation
to a designated member or an applicant on the basis of informa-
tion supplied by the CFTC, or a designated U.S. SRO, pursuant to
this FISMOU, SIB or such U.K. SRO, as appropriate, will to the

extent practicable give prior notice to the CFTC and the

- designated U.S. SRO.

ARTICLE IV: CONFIDENTIALITY OF INFORMATION

1. (a) Each party to this FISMOU has advised the other parties of
the rules, requlations and procedures which govern the
maintenance of confidentiality of information exchanged
hereunder. Each party will comply with its procedures for
maintaining confidentiality and will advise the SIB or the CFTC
as appropriate of any changes therein.

(b) Each party to this FISMOU will keep confidential to the
extent permitted by law any information exchanged between the

parties pursuant to this FISMOU under Article III, provided that

such information may be disclosed in appropriate circumstances in

accordance with this FISMOU and otherwise under applicable law to



any person associated with or employed by the U.S. Congress,
CFTC, SIB, Bank of England, the U.K. Department of Trade and
Industry [Insurance Division] (U.K.), the Serious Fraud Office
(U.K.), Board of Governors of the Federal Reserve System, U.S.
Department of the Treasury, U.S. Department of Justice, U.S.
Securities and Exchange Commission, U.S. Securities Investor
Protection Corporation, a receiver, any agency of the federal
government or of a state government in the U.S., U.S.
self-regulatory organizations {(as defined in Rule 1.3(ee)
promulgated under the CEA) or U.K. self-requlating organisations
(that are recognized pursuant to Secticn 10 of the FSA) pursuant
to their use for the purpose of:

{i) securing compliance with or enforcement of or conduct-
ing any investigation relating to the statutes, rules
and requirements of thke United States or the United
Kingdom or the rules of the U.S. self-requlatory
organization (as defined in Rule 1.3(eze) promulgated
under the CEA) or U.K. self-reqgulating organisation
(that is recognized pursuant to Section 10 of the FSA)
or

(ii) conducting a civil or administrative enforcement or
receivership proceeding or other U.S. self-regulatory
organization (as defined in Rule 1.3 (ee) promulgated
under the CEA) or U.K. self-reqgulating organisation
{that is recognized pursuant to Section 10 of the FSa)

disciplinary proceeding, assisting in a criminal
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prosecution, or conducting any investigation related
thereto for any possible violation related to the
statutes, rules or requirements specified in
subparagraph 1(b)(i) of this Article IV.

(c) The SIB will keep confidential and will not disclose to
other parties to this FISMOU or otherwise any information
received from the CFTC pursuant to this FISMOU under paragraph
3(a) of Article III, provided that such information may be
disclosed in connection with an adjudicatory action or proceeding
brought under the laws of the U.K. or the rules and regquirements
of the SIB in the U.K. or the SIB is a party thereto or, provided
further, that such information may be provided by the SIB to a
U.K. SRO if applicable U.S. and U.K. law permits or if the
designated member provides such consents to the CFTC and the SIB
as may be legally effective to permit such disclosure.

2. Except as contemplated in paragraph 1(b) of this Article IV,
if any party to this FISMOU receiving information pursuant to
this FISMOU becomes aware that such information has been received
by any person that is not a party to this FISMOU, it shall inform
the party providing the information and will thereafter use its
best efforts to ensure that such information will not be used in
any way that involves disclosure not permitted by this FISMOU.

3. If a party which receives information pursuant to this FISMOU
receives any legally enforceable demand for such information,

such party will to the best of its ability, prior to complying

with the demand, promptly notify the party who provided such
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information, and assert appropriate legal exemptions or
privileges with respect to such information as may be available.
4. Upon the execution of this FISMOU, the CFTC and the SIB will
exchange lists of the designated members and applicants and the
designated U.S. SRO and relevant U.K. regulator with respect to
each. Thereafter, the SIB and CFTC will rewort any changes as to
the relevant U.K. regulator and the designated U.S. SRO. When an
applicant applies to a relevant U.K. regulator for a waiver of
its financial regulation rules, the relevant U.K. regulator will
advise the CFTC and the designated U.S. SRO reported by the
applicant. The designated U.S. SRO will confirm in writing to
the SIB its status as such.

1. The parties to this FISMOU and their respective commission-
ers, directors, officers, employees or agents shall not be liable
to the other parties to this FISMOU and their respective commis-
sioners, directors, officers, employees or agents for any liabil-
ity, loss or damage resulting from or claimed to have resulted
from any delays, inaccuracies, errors or omissions with respect
to the provision of information or any representation regarding
that information as provided hereby or the failure tc provide any
such information or representation. It is understood that the
informaticn is being supplied on a best efforts basis and no war-

ranties, expressed or implied, are made by the parties with re-

spect toe the information to be furnished hereunder.




2. The provisions of this FISMOU shall not give rise to the
right on the part of any non-party to this FISMOU, directly or
indirectly, to cbtain any information or to challenge the execu-
tion of a request for information or the furnishing of any infor-
mation or representation under this FISMOU. WNothing in this
FISMOU shall entitle any person, entity or government authority
to any rights as a third party beneficiary.

ARTICLE VI: DISPUTES AND CONSULTATIONS

1. The parties will engage in consu.tations with respect to
this FISMOU with a view to improving its operation and resolving
any issues that may arise. The parties will also use their best
efforts to notify each other of significant financial rule
changes.

2. Except for the limitation on disclosure of information set
forth in paragraph 1l(c) of Article IV of this FISMOU, any of the
conditions of this FISMOU may be amended, relaxed or waived by
mutual agreement of the CFTC, SIB, the relevant U.K. regulator
and the designated U.S. SRO. Any such amendment, relaxation, or
waiver shall be confirmed in writing among the affected parties
as socn as practicable.

ARTICLE VIT: EXECUTION

1. This FISMOU will be effective from the date of its execution
by the SIB, the CFTC and any U.S. SRO and relevant U.K. SRO;
thereafter, it shall be effective as to each U.S. SRQ or U.K. SRO

from the date of its executicor by such U.$. SEO or U.X. SRO.
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2. Any U.8. self-regulatory organization (as defined in Rule

1.3(ee) promulgated under the CEA) or U.K. self-regulating

organisation (that is recognized pursuant to Section 10 of the

FSA) may become a party to this FISMOU by executing a counterpart

hereof together with the CFTC and SIB and providing notice to the

other U.S5. SROs and U.K. SROs therecof that are parties to this

FISMOU. The executed counterpart shall be deemed to be a part of

the original FISMOU.

ARTICLE VIII: CONTACT OFFICERS

Information shall be exchanged pursuant to this FISMOU

through the contact officers identified in Appendix A or their

designees,

ARTICTE IX: TERMINATION

Any party may terminace its participation in this FISMOU

provided it furnishes the other parties with at least 120 days

prior written notice.

DATED this ig¢ dav of Sep., 1988

United States Commodity
Putures Trading Commission

by x"f#}/} (fjj ?ﬁ \(Zli{ I e W 4
/

Board of Trade of the City
of Chicago

by

Chicago Mercantile Exchange

by

Securities and Investments
Board

by

The Association of Futures
Brokers and Dealers Limited

by

The Securities Association
Limited

by




Commodity Exchange, Inc.

by

New York Mercantile Exchange

by

National Futures Association

by

15 -

Investment Management
Regulatory Organisation Ltd.

by
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APPENDIX A

CONTACT OFFICERS

United States Commodity Futures Trading Commission

2033 K Street N.W.

Washington, D.C. 20581

U.5.A.

Attention: Director, Division of Trading and Markets
Telephone (202) 254-B955 or 254-6488 Fax (202) 254-6265

Securities and Investments Board

3 Royal Exchange Buildings

London EC3V 3NL

England

Attention: Director, Regulation
Telephone 01 283-2474 Fax 01 929-0433

Board of Trade of the City of Chicago

141 West Jackson Boulevard

Chicago, Illinois 60604

U.5.A.

Attention: Administrator, Office of Investigations and Zudits
Telephone (312) 435-3659 Fax (312) 435-7170

Chicago Mercantile Exchange

30 South Wacker Drive

Chicago, Illinois 60606

U.S.A.

Attention: Vice President, Audit Department
Telephone (312) 930-3230 Fax (312} 930-3187

Commodity Exchange, Inc.

Four World Trade Center

New York, New York 10048

U.S.A,

Attention: Vice President, Compliance
Telephone (212) 938-2943 Fax (212) 432-1154

The Association of Futures Brokers and Dealers Limited
B Section 5th Floor Plantation House

5-8 Mincing Lane

London EC3M 3DX

England

Attention: Head of Enforcement

Telephone 01 626-9763 Fax 01 626-9760

The Securities Association Limited
The Stock Exchange Building

London EC2N 1EQ

England
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Attention: Director of Enforcement
Telephone 01 25635000 Fax 01 628-1052

New York Mercantile Exchange

Four World Trade Center

New York, New York 10048

U.5.4.

Attention: Vice President, Financial Surveillance
Telephone (212) 938-2238 Fax (212) 938-7954

National Futures Association

200 West Madison Street

Chicago, Illinois 60606

U.S.A.

Attention: Vice President-Compliance
Telephone (312) 781-1320 Fax (312) 781-1467

Investment Management Regulatory Organisation Limited
Centre Point

103 Kew Oxford Street

London WC1A 1PT

England

Attention: Director of Mempership

Telephone 01 379-0601 Fax 01 379-4121



RXHIBIT 1

[ Relevant U.K Regulator]}
| Designated U.S. SRO]
{ CFTC]
Re: Waiver of Financial Requirements
Dear [appropriate official]):
Company is a registered futures commission merchant in the
United States with a branch office in the United Kingdom. Our

current designated self-requlatory organization ("SRO")} is

. The Company wishes to continue to engage in

business in the United Kingdom without being subject to the
financial regqulation rules of the Financial Services BAct of 19586
("FSA"}. Section 50 of the FSA and parallel provisions in the
rulebooks of the U.K. SROs provide authority for the Securities
and Investments Board ("SIB") or U.K. SRO to waive nlication of
those financial regulation rules where it finds that compliance
would be unduly burdensome and waiver would not result in undue
risk to investors.

Company recognizes the SIB‘s and U.K. SROs’ obligations to
assure that entities operating in the United Kingdom are fit and

proper to do so. Company understands that the SIB, the Commodity

Futures Trading Commission {("CFTC"), certain U.$. SROs andg




Consent Letter
Page 2
certain U.K. SROs have entered into a Financial Information
Sharing Memorandum of Understanding (“FISMOU"). Company also
understands that the FISMOU is intended to establish a lead
regulater structure whereby the SIB and/or the U.K. SROs will
waive their financial regulation rules and will rely instead on
certain information supplied by our designated self-regulatory
organization, which may change from time to time, to assure
themselves that it is appropriate for Company to continue to
operate its U.K. branch office. Such information will consist of
reviews of pericdic financial reports, early warning notices,
notification of high risk classification, and any other
information reasonably related to the financial condition of
Company or any affiliate or subsidiary for which it files
consolidated financial statements regquested by the SIB and/or
U.K. SROs=.

In consideration of the relevant U.K. regulator waiving its
relevant financial requlation rules, the Company hereby:
(1) consents to the release of information and representations
regarding that information made pursuant to the FISMOU with
regpect to 1itself and any affected subsidiaries or affiliates for
which it files consolidated financial statements, (2) represents
that it will not, and such subsidiaries and affiliates will not,
assert any claim of any kind against any of the parties to the
FISMOU for any liability, loss or damage resulting from or
claimed to have resulted from any delays, inaccuracies, errors or

omissions with respect to the provision of information pursuant



Consent Letter

Page 3

to the FISMOU, the improper use of the information, any
representations regarding that information, the failure tc
provide any such information or representation, or the release of
any such information or representation, and (3) agrees to
indemnify and hold harmless its designated U.S. SRQ, and any
successor thereto, for any judgment, settlement, award, fine,
penalty or other expense (including attorney’s fees and costs)
incurred by such designated U.S. SRO in any action, claim or
controversy against such designated U.S. SRO in whole or in part
arising out of the provision of information under the FISMOU, any
delays, inaccuracies, errors or omissions with respect to such
provision of information, any representation regarding that
information as provided under the FISMOU, the improper use of the

information, or the failure to provide any such information or

representation; Provided, however, that no settlement shall be
made by such U.8. SRO in any such action, claim or controuversy
without the prior written consent of the Company; and Provided
further, that the Company may assume, at its sole expense, the
defense or representation of the ¥.S. SRO in any such action,
claim or controversy upon a showing, satisfactory to the U.S.
SRO, that the Company is and will remain able to satisfy all
expenses (as hereinabove defined) that may be incurred by the
U.S. SRO as a result of such action, claim or coantroversy.
Subject to the provisions of Article IV, the Company herebyv
consents, to the extent of its legal capacity, that information

provided about its financial viability under paragraph 3{a} of



Consent Letter
Page 4
Article III of the FISMOU by the CFTC to the SIB that does not
involve the disclosure of customer positions or other information
protected by Section 8 of the Commodity Exchange Act may be
disclosed by SIB to a U.K. SRO.

We trust that the information contained herein is sufficient
to permit the granting of the waiver to Company of the financial
regulations that deal with capital adequacy. If you need any

further information, please feel free tc contact

Thank you for your attention to this matter.

Very truly yours,

Appropriate Officer With
Authority to Act for the Firm

cCc: Andrea M. Corcoran, CFTC
Designated U.S. SRO

i




FINANCIAL INFORMATION SHARING
MEMORANDUM OF UNDERSTANDING

ARTICLE I: GENERAL

The United States Commodity Futures Trading Commission
("CFTC"), an independent requlatory agency of the U.S. govern-
ment, the Securities and Investments Board ("SIB"), a "designated
agency" to which statutory powers have been transferred under the
Financial Services Act of 1986 ("FSA") of the government of the
United Kingdom and the self-regulatory organizations in the
United States {"U.S. SROs") and in the United Kingdom ("U.K.
SROs"), as defined in Article II and subscribed herets, have
reached the following understanding with respect to futures
commission merchants ("FCMs") that are applicants or designated
members, as defined in Article II.

Section 50 of the FSA and parallel provisions in the
Rulebooks of the U.K. SROs provide aathority for the SIB or a
U.K. SRO to waive application of those Financial Regulation Rules
that deal with capital adequacy, where it finds that compliance
would be unduly burdensome and waiver would not result in undue
risk to customers. As part of their responsibilities under the
Commodity Exchange Act ("CEA"), the CFTC and U.S. SROs monitor
the capital adequacy of the aforesaid FCMs consistent with
financial requirements promulgated under the CEA, and parallel
financial requirements of the U.S. SROs, which have been approved

by the CFTC. 1In consideration of these responsibilities, the
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FINANCIAL INFORMATION SHARING
MEMORANDUM OF UNDERSTANDING

ARTICLE I: GENERAL

The United States Commodity Futures Trading Commission
("CFTC"), an independent requlatory agency of the U.S. govern-
ment, the Securities and Investments Board ("SIB"), a "designated
agency" to which statutory powers have been transferred under the
Financial Services Act of 1986 ("FSA") of the government of the
United Kingdom and the self-regulatory organizations in the
United States (“U.S. SROs") and in the United RKingdom ("U.K.
SROs"), as defined in Article II and subscribed hereto, have
reached the following understanding with respect to futures
commission merchants ("FCMs") that are applicants or designated
members, as defined in Article II.

Section 50 of the FSA and parallel provisions in the
Ruleboocks of the U.K. SROs provide authority for the SIB or a
U.K. SRO to waive application of those Financial Regulation Rules
that deal with capital adequacy, where it finds that compliance
would be unduly burdensome and waiver would not result in undue
risk to customers. As part of their responsibilities under the
Commodity Exchange Act ("CEA"), the CFTC and U.S. SROs monitor
the capital adequacy of the aforesaid FCMs consistent with
financial requirements promulgated under the CEA, and parallel
financial requirements cof the U,S. SROs, which have been approved

by the CFTC. In consideration of these responsibilities, the
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applicability of such requirements and the understanding with
respect to the exchange of information set forth below, the SIB
and the U.K. SROs will not require designated member FCMs to
comply with their respective capital adequacy requirements and
any reporting standards relating solely to the measure or
maintenance of capital adequacy. This understanding does not
prevent a party from requesting other information from a
designated member or the other parties hereto,

ARTICLE IY: DEFINITIONS

1. For purposes of this Financial Information Sharing

Memorandum of Understanding ("FISMOU";:

{(a) "Applicant" means an FCM registered with the CFTC that
is a member of a U.S. SRO that is a party to this
FISMOU, that is a person that has requested
authorization from its relevant U.K. regulator to
establish a branch or to otherwise carry on an
investment business in the United Kingdom ("U.K.") and
that has requested that those Financial Regulation
Rules that deal with capital adequacy be waived by the
SIB and the relevant U.K. SRO. In order to be an
applicant, an FCM must complete three originals of a
signed consent in the form of the consent annexed as
Exhibit 1 hereto and made a part hereof, addressed to
the relevant U.K. regulator, such FCM’s designated U.S.

SRO and the CFTC,
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(b)

(d

)

"Designated member" means an FCM registered under the
CEA that is a member of a U.S. SRO that is a party to
this FISMOU, that has a branch or otherwise carries on
an investment business in the U.K., that is an author-
ized or interim authorized person under the FSA for
which those Financial Regulation Rules that deal with
capital adequacy have been waived by the SIB or the
relevant U.K. regulatcr. In order to be a2 designated
member, an FCM must complete three originals of a
signed consent in the form of the consent annexed as
Exhibit 1 hereto and made a part hereof, addressed to
the relevant U.K. regulator, such FCM's designated U.S.
SRO and the CFTC.

"Designated U.S. self-regulatory organization" or "des-
ignated U.S. SRO" means a U.S. SRO that has primary
responsibility for examining a member FCM for
compliance with minimum financial and related reporting
requirements under CFTC oversight (i) pursuant to
Section 4£f(2) of the CEA and Rule 1.52 promulgated
thereunder, and in accordance with a joint audit plan
approved by the CFTC under that rule, or (ii) because
the member FCM is a member solely of that U.S. 3RO.
"Form 1-FR~-FCM filing" means the financial report filed
pu;suant to Rule 1.10 under the CEA by an FCM on at

least a semiannual basis with its designated U.S. SRO.
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(e} "Joint Audit Committee" means that certain committee of
representatives of all U.S. SROs which was established
to coordinate audit and financiel surveillance, plans,
policies and procedures, particularly with respect to
FCMs that are members of more than one U.S. SRO.

(f) "Relevant U.K. regqulator" means (1) where the FCM has
been authorized under the FSA through membership in a
single U.K. SRO, the U.K. SRO of which the FCM is a
member, (ii) where the FCM has been authorized under
the FSA through membership in more than one U.K. SRO,
the U.K. SRO that the U.K. SROs have agreed should be
the recipient of information under this FISMOU, or

(iii) the SIB, where the FCM has been interim

authorized or authorized by SIB under the FSA.

() "Rule 1.12 telegram" means the telegraphic or written
notice filed by an FCM with its designated U.S. SRO and
the CFTC pursuant to Rule 1.12 promulgated under the
CEA if the FCM's (i) adjusted net capital falls below
the minimum required by an applicable capital rule,
(ii) adjusted net capital falls below 150 percent of
the minimum required by an applicable capital rule,
(iii) books and records are not current, (iv) account-~
ing system, accounting controls, procedures for safe-
guarding customer and firm assets or the practices and
procedures specified in Rule 1.16(d)(1) promulgated

under the CEA, contain a material inadeguacy, as
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(h)

(i)
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defined in Rule 1.15(d)({2) promulgated under the CEA,
or (v) carried accounts include an account which is
undermargined by an amount which exceeds the firm's
adjusted net capital.

"U.S. self-requlatory organization™ or "U.S. SRO"” means
the Board of Trade of the City of Chicago, the Chicago
Mercantile Exchange, the Commodity Exchange, Inc., New
York Mercantile Exchange, National Futures Association
or any other self-requlatory organization as defined in
Rule 1.3(ee) promulgated under thes CEA that becomes a
party to this FISMOU in accordance with Article VII.
"U.K. self-requlating organisation" or "U.K. SRO" means
the Association of Futures Brokers and Dealers, Tha
Securities Association or any other self-regulating
organisation that has been recognized pursuant to
Section 10 of the FSA and is or becomes a party to this

FISMOU in accordance with Article VII.

APTICLE IT¥: EXCHANGE OF INFQRMATION

1. (a)

Each U.S. SRO will provide to the relevant U.K.

regulator, commencing with the first filing due after the

effective date hereof as to that U.S. SRO, as promptly as

practicable after receipt of the relevant report, the following

information with respect to a designated member for which it is

the designated U.S. SRO.

(i)

Copies of the cover sheet used by the U.S. SRO in its

review of each Form 1-FR~FCM filing., The U.S. SRO will

A b
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represent that it has reviewed the Form 1-FR-FCM filing
and that, based solely on its review of the information
in that filing, it has no reason to believe (or it has
reason to believe) that there exists a violation of the
minimum adjusted net capital requirement set forth in
Rule 1.17 promulgated under the CEA. The U.S. SRO also
will provide a copy of the Form 1-~-FR-FCM upon request
of the relevant U.K. regqulator.

(ii) Copies of Rule 1.12 telegrams.

{iii) Notification if the designated member is classified as
high risk under the Joint Audit Committee criteria,
e.g., the ratic of customers’ equities to the firm’s
adjusted net capital as calculated pursuant to the ap-
plicable capital rule exceeds 15 to 1.

(b) Each U.S. SRO will provide the relevant U.K. regulator
as promptly as practicable upon request the following information
with respect to an applicant for which it is the designated U.S.
SRO.

(1) Copies of the cover sheet used by the U.S. SRO in its

review of the most recent Form 1-FR-FCM filing. The
U.S. SRO will represent that the copy provided is the
cover sheet with respect to the most recent Form
1-FR-FCM filing, that it has reviewed such filing and
that, based solely on its review of the informaticn in

that filing, it has no reason to believe (or it has

reason to believe) that there exists a violation of the




minimum adjusted net capital requirement set forth in
Rule 1,17 promulgated under the CEA. The U.S. SRO will
also provide a copy of the most recent Form 1-FR-FCM
upon request of the relevant U.K. regulator.

(ii) Copies of Rule 1.1Z telegrams since the "as of" date of

the most recent 1-FR-FCM filing.
(iii) Notification if the applicant is classified
as high risk under the Joint Audit Committee criteria,
e.g., the ratio of customers’ equities to the firm’s
adjusted net capital as calculated pursuant to the ap-
plicable capital rule exceeds 15 to 1.
2. {a) Notwithstanding any other provision of this FISMOU, if
information is provided by a U.S. SRO to the relevant U.X.
requlator pursuant to paragraph l(a} of this Article III, such
information need not be provided by that U.S. SRO to any other
U.K. 8RO or U.K. regulator; provided further, however, that
subject to Article IV, such U.K. SRO directly may furnish such
information to another U.X. SRO or U.K. requlator.

{b) If any relevant U.K. regulator agrees to indemnify any
requlatory or self-regulatory authority in the United States or
any other country in connection with the receipt of information
or representations similar to that described in paragraphs 1l(a)
or 1{b} of this Article I1I1I, the relevant U.XK. regulator must
make such indemnity arrangement available to each U.S. SRO
providing it with information under paragraphs 1l(a) or 1{b} of

this Article III.




3. fa} The CFTC will use its best efforts to notify the SIB if
it becomes aware, through a U.S. SRC or otherwise, that an event
has occurred that, in the sole judgment of the CFTC, materially
and adversely affects the financiel or operational viability of
an applicant or a designated member.

(b} The relevant U.X. regulator will use :ts best efforts
to notify and discuss with the CFTC if it becomes aware, through
a U.K. SRGC or otherwise, of a substantial financial, operational
or other problem at a United Kingdom branch of, or as a result of
investment business conducted in the U.K. by, a designated
member. The CFTC may make information received pursuant to this
paragraph available to a U.S. SRO.

(c) The SIB or the relevant U.K. SRO will use its best
efforts to notify and discuss with the CFTC if it becomes aware,
through a U.K. SRO or otherwise, of any information which in its
respective judgment affects the financial or operational
viability of a U.K.-domiciled firm doing business in the U.S.
under a comparability exemption granted pursuant to Rule 30.10
promulgated under the CEA which may defer to the financial
regulation rules of the SIB and the relevant U.K. SRO. The CFTC
may make information received pursuant to this paragraph 3(c)
available to National Futures Association.

4. Where an indemnity, or other mutually acceptable
arrangement, for protecting the exchange of information is in

place between a designated U.S. SRO and a relevant U.K. SRO,

notification, information, and representations by the relevant
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U.K. SRO under paragraphs 3(b) of this Article III, and
notification and information as to an event which in a designated
U.8. SRO’s sole judgment materially and adversely affects the
financial or operational viability of an applicant or designated
member alsc may be exchanged directly between the designated U.S.
SRO and relevant U.K. SRO. A copy of the applicable agreement
will be provided to the CFTC by the designated U.S. SRO and to
the SIB by the relevant U.K. SRO,.

5. Where SI1. or a U.K. SRO intends te take action in relation
to a designated member or an applicant on the basis of informa-
tion supplied by the CFTC, or a designated U.S. SRO, pursuant to
this FISMOU, SIB or such U.K. SRO, as appropriate, will to the
extent practicable give prior notice to the CFTC and the
designated U.S. SRO.

ARTICLE IV: CONPIDENTIALITY OF INFORMATION

1. (a) Each party to this FISMOU has advised the other parties of
the rules, regulations and procedures which govern the
maintenance of confidentiality of information exchanged
hereunder. Each party will comply with its procedures for
maintaining confidentiality and will advise the SIB or the CFTC
as appropriate of any changes therein.

(b} Each party to this FISMOU will keep confidential to the
extent permitted by law any information exchanged between the

parties pursuant to this FISMOU under Avticle III, provided that

such information may be disclosed in appropriate circumstances in

acccrdance with this FISMOU and otherwise under applicable law to

A

_"v e
- . ‘ :' {’,—ﬁ .
: ;o 3 \a}\\/\/{f
t H

Bk




any person agsociated with or emploved by the U.S. Congress,
CFTC, SIB, Bank of England, the U.K. Department of Trade and
Industry [Insurance Division] (U.K.), the Serious Fraud Office
(U.K.), Board of Governors of the Federal Reserve System, U.S.
Department of the Treasury, U.S. Department of Justice, U.S.
Securities and Exchange Commission, U.S. Securities Investor
Protection Corporation, a receiver, any agency of the federal
government or of a state government in the U.S., U.S.
self-requlatory organizations (as defined in Rule 1.3({ee)
promulgated under the CER) or U.K. self-requlating organisations
(that are recognized pursuant to Section 10 of the FSA) pursuant
to their use for the purpose of:

(i) securing compliance with or enforcement of or conduct-
ing any investigation relating to the statutes, rules
and requirements of the United States or the United
Kingdom or the rules of the U.S. self-regulatory
organization {as defined in Rule 1.3(ee) promulgated
under the CEA) or U.K. self-requlating organisation

(that is recognized pursuant to Section 10 of the FSA)

or

(i11) conducting a civil or administrative enforcement or
receivership proceeding or other U.S. self-regulatory
organization (as defined in Rule 1.3{ee) promulgated
under the CEA) or U.K. self-regulating organisation
{(that is recognized pursuant to Section 10 of the FS&)

disciplinary proceeding, assisting in a criminal

B
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prosecution, or conducting any investigation related
thereto for any possible violation related to the
statutes, rules or requirements specified in
subparagraph 1(b)(i) of this Article IV.
(¢} The SIB will keep confidential and will not disclose to
other parties to this FISMOU or otherwise any information
received from the CFTC pursuant to this FISMOU under paragraph

3(a) of Article III, provided that such information may be

disclosed in connection with an adjudicatory action or proceeding
brought under the laws of the U.X. or the rules and requirements
of the SIB in the U.K. or the SIE is a party thereto or, provided
further, that such information may be provided by the SIB to a
U.K. SRO if applicable U.S. and U.K. law permits or if the
designated member provides such consents to the CFTC and the SIB
as may be legally effective to permit such disclosure.

2. Except as contemplated in paragraph 1({b) of this Article IV,
if any party to this FISMOU receiving information pursuant to
thie PISMOU becomes aware that such information has been received
by any person that is not a party tc this FISMOU, it shall inform
the party providing the information and will thereafter use its
best efforts to ensure that such information will not be used in
any way that involves disclosure not permitted by this FISMOU.

3. If a party which receives information pursuant to this FISMOU
receives any legally enforceable demand for such information,

such party will to the best of its ability, prior to complying

with the demand, promptly notify the party who provided such
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information, and assert appropriate legal exempticns or
privileges with respect to such information as may be available.
4. Upon the execution of this FISMOU, the CFTC and the SIB will
exchange lists of the designated members and applicants and the
designated U.S. SRO and relevant U.K. regulator with respect to
each. Thereafter, the SIB and CFTC will report any changes as to
the relevant U.K. regulator and the designated U.S. SRO. When an
applicant applies to a relevant U.K. regulator for a waiver of
its financial regulation rules, the relevant U.K. regulator will
advise the CFTC and the designated U.S. SRO vreported by the
applicant. The designated U.S. SRO will confirm in writing to
the SIB its status as such.

ARTICLE V: TLIMITATIONS OF LIABILITY

1. The parties to this FISMOU and their respective commission-
ers, directors, officers, employees or agents shall not be liable
to the other parties to this FISMOU and their respective ccmmis-
sioners, directors, officers, employees or agents for any liabil-
ity, loss cr damage resulting from or claimed to have resulted
from any delays, inaccuracies, errors or omissions with respect
to the provisicon of information or any representation regarding
that information as provided hereby or the failure to provide any
such information or representation. It is understood that the
information is being supplied on a best efforts basis and no war-
ranties, expressed or implied, are made by the parties with re-

spect to the information to be furnished hereunder.
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2. The provisions of this FISMOU shall not give rise to the
right on the part of any non-party to this FISMOU, directly or
indirectly, to obtain any information or to challenge the execu-
tion of a request for information or the furnishing of any infor-
mation or representation under this FISMOU. Nothing in this
FISMOU shall entitle any person, entity or government authority

to any rights as a third party beneficiary.

1. The parties will engage in consultations with respect to

this FISMOU with a view to improving its operation and resolving
any issues that may arise. The parties will also use their best
efforts to notify each other of significant financial rule
changes.

2. Except for the limitation on disclosure of information set
forth in paragraph 1l(c) of Article IV of this FISMOU, any of the
conditions of this FISMOU may be amended, relaxed or waived by
mutual agreement of the CFTC, SIB, the relevant U.K. regulator
and the designated U.S. SRO, Any such amendment, relaxation, or
waiver shall be confirmed in writing among the affected parties
as soon as practicable.

ARTICLE VII: EXECUTION

1. This FISMOU will be effective from the date of its execution
by the SIB, the CFTC and any U.S. SRO and relevant U.K. SRO;
thereafter, it shall be effective as tc each U.S. SRO or U.K. SRO
from the date of its execution by such U.S. SRO or U.K. SRO.
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2. Any U.S. self-regulatory organization (as defined in Rule

1.3(ee) promulgated under the CEA) or U.K. self-requlating

organisation (that is recognized pursuant to Section 10 of the

FSA) may become a party to this FISMOU by executing a counterpart

hereof together with the CFTC and SIB and providing notice to the

other U.S, SROs and U.K. SROs thereof that are parties to this

FISMOU. The executed counterpart shall bhe deemed to be a part of

the original FISMOU.

Information shall be exchanged pursuant to this FISMOU

through the contact officers identified in Appendix A or their

designees.

ARTICLE IX: TERMINATION

Any party may terminate its participation in this FISMOU

provided it furnishes the other parties with at least 120 days

prior written notice.

DATED this lst day of Sep, 1988

United States Commodity
Futures Trading Commission

by

Board of Trade of the City
of Chicago

by

Chicago Mercantile Exchange

by

Securities and Investments

Board
o Wk

The Association of Futures
Brokers and Dealers Limited

by jkj. | VN AP

The Securities Association
Limited

by ﬂf WDM
_ J r
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Commodity Exchange, Inc. Investment Management
Regulatory Organisation Ltd.

by \ \D‘r \"&AN \T2VN
ARANAINS

by

New York Mercantile Exchange

by

National Futures Association

by
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BPPENDIX A

CONTACT OFFICERS

United States Commodity Futures Trading Commission

2033 K Street N.W.

Washington, D.C. 20581

U.5.4A.

Attention: Director, Division of Trading and Markets
Telephone (202) 254-8955 or 254-6488 Fax (202) 254-6265

Securities and Investments Board

3 Royal Exchange Buildings

London EC3V 3NL

England

Attention: Director, Regulation
Telephone 01 283-2474 Fax 01 929-0433

Board of Trade of the City of Chicago
141 West Jackson Boulevard

Chicago, Illinois 60604

U.S.A.

Attention: Administrator, Office of Investigations and Audits

Telephone (312) 435-3652 Fax (312) 435-717C

Chicago Mercantile Exchange

30 South Wacker Drive

Chicago, Illinois 60606

J.S.A.

Attention: Vice President, Audit Department
Telephone (312) 930-.3230 Fax (312) 930-3187

Commodity Exchange, Inc.

Four World Trade Center

New York, New York 10048

U.S.A.

Attention: Vice President, Compliance
Telephone (212) 938-2943 Fax (212) 432-1154

The Association of Futures Brokers and Dealers Limited
B Section Eth Floor Plantation House

5-8 Mincing Lane

London EC3M 3DX

England

Attention: Head of Enforcement

Telephone 01 626-9753 Fax 01 626~9760

The Securities Association Limited
The Stock Exchange Building

Londen ECZN 1EQ

England




Attention: Director of Enforcement
Telephone 01 256-9000 Fax 01 628-1052

New York Mercantile Exchange

Four World Trade Center

New York, New York 10048

U.S.A.

Attenticon: Vice President, Financial Surveillance
Telephone (212) 938-2238 Fax (212) 938-7954

National Futures Association
200 West Madison Street
Chicago, YXllinois 60606
U.5.A.
ttention: Vice President-Compliance
Telephone (31Z) 781-1320 Fax (312) 781-1467

Investment Management Regulatory Organisation Limited
Centre Point

103 New Oxford Street

London WC1A 1PT

England

Attention: Director of Membership

Telephone 01 379-0601 ~Fax 01 379-4121



FINANCIAL INFORMATION SHARING
MEMORANDUM OF UNDERSTANDING

ARTICLE I: GENERAL

The United States Commodity Futures Trading Commission
("CFTC"), an independent regulatory agency of the U.S. govern-
ment, the Securities and Investments Board ("SIB"), a "designated
agency" to which statutory powers have been transferred under the
Financial Services Act of 1986 ("FSA") of the government of the

United Kingdom and the self-requlatory organizations in the

United States ("U.S. SROs") and in the United Kingdom ("U.K.
SROs"), as defined in Article II and subscribed hereto, have
reached the following understanding with respect to futures

commission merchants ("FCMs") that are applicants or designated

members, as defined in Article II.

Section 50 of the FSA and parallel provisions in the
Rulebooks of the U.K. SROs provide authority for the SIB or a
U.K. SRO to waive application of those Financial Regulation Rules
that deal with capital adequacy, where it finds that compliance
would be unduly burdensome and waiver would not result in undue
risk to customers. As part of their responsibilities under the
Commodity Exchange Act ("CEA"), the CFTC and U.S. SROs moniter
the capital adequacy of the aforesaid FCMs consistent with
financial requirements promulgated under the CEA, and parallel
financial requirements of the U.S. SROs, which have been approved

by the CFTC. 1In consideration of these responsibilities, the
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applicability of such requirements and the understanding with
respect to the exchange of information set forth below, the SIB
and the U.K. SROs will not require designated member FCMs to
comply with their respective capital adequacy requirements and
any reporting standards relating solely to the measure or
maintenance of capital adequacy. This understanding does not
prevent a party from requesting other information from a
designated member or the other parties hereto.

ARTICLE II: DEFINITIONS

1. For purposes of this Financial Information Sharing

Memorandum of Understanding ("FISMOUY):

(a) "Applicant" means an FCM registered with the CFTC that
is a member of a U.S. SRO that is a party to this
FISMOU, that is a person that bas requested
authorization from its relevant U.K. reguiator to
establish a branch or to otherwise carry on an
investment business in the United Kingdom ("U.K.") and
that has requested that those Financial Regulation
Rules that deal with capital adequacy be waived by the
SIB and the relevant U.K. SRO. In order to be an
applicant, an FCM must complete three originals of a
signed consent in the form of the consent annexed as
Exhibit 1 hereto and made a part hereof, addressed to
the relevant U.K. regulator, such FCM’s designated U.S.

SRO and the CFTC.




(b) "Designated member" means an FCM registered under the
CEA that is a member of a U.S. SRO that is a party to
this FISMOU, that has a branch or otherwise carries on
an investment business in the U.K., that is an author-
ized or interim authorized person under the FSA for
which those Financial Regulation Rules that deal with
capital adequacy have been waived by the SIB or the
relevant U.K. reqgulator. In order to be a designated
member, an FCM must complete three originals of a
signed consent in the form of the consent annexed as
Exhibit 1 hereto and made a part hereof, addressed to
the relevant U.K. regulator, such FCM’s designated U.S.
SRO and the CFTC.

(c) "Designated U.S. self-regulatory organization" or "des-
ignated U.S. SRO" means a U.S. SRO that has primary
responsibility for examining a member FCM for
compliance with minimum financial and related reporting
requirements under CFTC oversight (i) pursuant to
Section 4f(2) of the CEA and Rule 1.52 promulgated
thereunder, and in accordance with a joint audit plan
approved by the CFTC under that rule, or (ii) because
the member FCM is a member solely of that U.S. SRO.

(d} "Form 1-FR-FCM filing" means the financial report filed
pursuant to Rule 1.10 under the CEA by an FCM on at

least a semiannual basis with its designated U.S. SRO.
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(£)

(9)

"Joint Audit Committee" means that certain committee of
representatives of all U.S. SROs which was 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.
YRelevant U.K. regulator" means (i) where the FCM has
been authorized under the FSA through membership in a
single U.K. SRO, the U.K. 5RO of which the FCM is a
member, (ii) where the FCM has been authorized under
the FSA through membership in more than one U.K. SRO,
the U.K. SRO that the U.K. SROs have agreed should be
the recipient of information under this FISMOU, or
(iii) the SIB, where the FCM has been interim
authorized or authorized by SIB under the FSA.

“Rule 1.12 telegram“ means the telegraphic or written
notice filed by an FCM with its designated U.S. SRO and
the CFTC pursuant to Rule 1.12 promulgated under the
CEA if the FCM’‘s (1) adjusted net capital falls below
the minimum reguired by an applicable capital rule,
(ii) adjusted net capital falls below 150 percent of
the minimum required by an applicable capital rule,
{1ii) books and records are not current, {iv) account-
ing system, accounting controls, procedures for safe-
guarding customer and firm assets or the practices and
procedures specified in Rule 1.16(d) (1) promulgated

under the CEA, contain a material inadequacy, as



defined in Rule 1.16(d)(2) promulgated under the CEA,
or (v) carried accounts include an account which is
undermargined by an amount which exceeds the firm’s
adjusted net capital.

(h) "U.8. self-regulatory organization” or "U.S. SRO" means
the Board of Trade of the City of Chicago, the Chicago
Mercantile Exchange, the Commodity Exchange, Inc., New
York Mercantile Exchange, National Futures Association
or any other self-~regulatory organization as defined in
Rule 1.3(ee) promulgated under the CEA that becomes a
party to this FISMOU in accordance with Article VII.

(i) "U.K. self-regulating organisation® or "U.K. SRO" means
the Association of Futures Brokers and Dealers, The
Securities Association or any other self-regulating
organisation that has been recognized pursuant to
Section 10 of the FSA ard is or becomes a party to this
FISMOU in acccrdance with Article VII.

ARTICLE JII: EXCHANGE OF INFORMATION

1. (a) Each U.S. SRO will providae to the relevant U.K.
regulator, commencing with the first filing due after the
effective date hereof as to that U.S. SRo; as promptly as
practicable after receipt of the relevant report, the following
information with respect to a designated member for which it is
the designated U.S. SRO.

(i) Copies of the cover sheet used by the U.S. SRO in its

review of each Form 1~FR~FCM filing. The U.S. SRO will

(o)
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(1i)

(iii)

()

(1)

represent that it has reviewed the Form 1-FR-FCM filing
and that, based solely on its review of the informaticn
in that filing, it has nc reason to believe (or it has
reason to believe) that there exists a violation of the
minimum adjusted ret capital requirement set forth in
Rule 1.17 promulgated under the CEA. The U.S. SRG also
will provide a copy of the Form 1-FR-FCM upon regquest
of the relevant U.K. regulator.

Copies of Rule 1.12 telegrams.

Notification if the designated member is classified as
high risk under the Joint Audit Committee criteria,
e.d., the ratio of customers’ equities to the firm’s
adijusted net capital as calculated pursuant to the ap-
plicable capital rule exceeds 15 to 1.

Each U.S, SKO will provide the relevant U.K. regulator

as promptly as practicable upon regquest the following information

with respect to an applicant for which it is the designated U.S.

Copies of the cover sheet used by the U.S. SRO in its
review of the most recent Form 1-FR-FCM filing. The
U.S. SRO will represent that the ccpy provided is the
cover sheet with respect tc the most recent Form
1-FR-FCM filing, that it has reviewed such filing and
that, based sclely on its review of the information in
that filing, it has no reason to believe {or it has

reason to believe) that there exists a viclation of the
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minimum adjusted net capital requirement set forth in
Rule 1.17 promulgated under the CEA. The U.S, SRO will
also provide a copy of the mest recent Form 1-FR-FCM
upon request of the relevant U.K. regulator.
(ii) Copies of Rule 1.12 telegrams since the "as of" date of
the most recent 1-FR-FCM filing.
(1ii) Notification if the applicant is classified
as high risk under the Joint Audit Committee criteria,
e.d., the ratio of customers’ equities to the firm’s
adjusted net capital as calculated pursuant to the ap-
plicable capital rule exceeds 15 to 1.
2. (a) Notwithstanding any other provision of this FISMOU, if
information is provided by a U.S. SRO to the relevant U.K.
regulator pursuant to paragraph 1(a) of this Article III, such
information need not be provided by that U.S. SRO to any other

U.K. SRO or U.K. regulator; provided further, however, that

subject to Article IV, such U.K. 5RO directly may furnish such
information to another U.K. SRO or U.K. regulator.

(b) If any relevant U.X. regulator agrees to indemnify any
regulatory or self-regulatory authority in the United States or
any other country in connection with the receipt of information
or representations similar to that described in paragraphs I(a)
or 1(b) of this Article III, the relevant U.K. regulator must
make such indemnity arrangement available to each U.S. SRO
providing it with information under paragraphs 1l(a) or 1(b) of

this Article III.
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3. (a) The CFTC wiil use its best efforts to notify the SIB if
it becomes aware, through a U.S. SRO or otherwise, that an event
has occurred that, in the sole judgment of the CFTC, materially
and adversely affects the financial or operational viability of
an applicant or a designated member.

(b) The relevant U.K. regulator will use its best efforts
to notify and discuss with the CFTC if it becomes aware, through
a U.K. SRO or otherwise, of a substantial financial, operational
or other problem at a United Kingdom branch of, or as a result orf
investment business conducted in the U.K. by, a designated
member. The CFTC may make information received pursuant to this
paragraph avaijlable to a U.S. SRO.

(¢} The SIB or the relevant U.K. SRO will use its best
efforts to notify and discuss with the CFIC if it becomes aware,
through a U.K. SRO or otherwise, of any information which in its
respective judgment affects the financial or operational
viability of a U.K.-domiciled firm doing business in the U.S.
under a comparability exemption granted pursuant to Rule 3C.10
promulgated under the CEA which may defer to the financial
regulation rules of the SIB and the relevant U.K. SRO. The CFTC
may make informaticn received pursuant to this paragraph 3(c)
available to National Futures Association.

4, Where an indemnity, or other mutually acceptable
arrangement, for protecting the exchange of information is in
place hetween a designated U.S. SRO and a relevant U.K. SRO,

notification, information, and representations by the relevant
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U.K. SRO under paragraphs 3(b) of this Article III, and
notification and information as to an event which in a designated
U.S. SRO‘s sole judgment materially and adversely affects the
financial or operational viability of an applicant or designated
rember also may be exchanged directly between the designated U.S.
SRO and relevant U.K. SRO. A copy of the applicable agreement
will be provided to the CFTC by the designated U.S. SRO and tc
the SIB by the relevant U.K. SRO.
5. Where SIB or a U.K. SRO intends to take action in relation
o a designated member or an applicant on the basis of informa-
tion supplied by the CFTC, or a designated U.S. SRO, pursuant to
this FISMOU, SIB or such U.X. SRO, as appropriate, will to the
extent practicable give prior notice to the CFTC and the
designated U.S. SRO.
ARTICLE IV: CONFIDENTIALITY OF INFORMATION
1. (a) Each party to this FISMOU has advised the other parties of
the rules, regulations and procedures which govern the
maintenance of confidentiality of information exchanged
hereunder. Each party will comply with its procedures for
maintaining confidentiality and will advise the SIB or the CFTC
as appropriate of any changes therein.

(b) Each party to this FISMOU will keep confidential to the
extent permitted by law any information exchanged between the

parties pursuant toc this FISMOU under Article III, provided that

such information may be disclosed in appropriate circumstances in

accordance with this FISMOU and otherwise under applicable law to

fodr
o

i




- 10 -

any person assoclated with or employed by the U.S. Congress,
CFTC, SIB, Bank of England, the U.K. Department of Trade and
Industry [Insurance Division] (U.K.), the Serious Fraud Office
(U.K.), Board of Governors of the Federal Reserve System, U.S.
Department of the Treasury, U.S. Department of Justice, U.S.
Securities and Exchance Commission, U.S. Securities Investor
Protection Corporation, a receiver, any agency of the federal
government or of a state government in the U.S., U.S.
self-regulatory organizations (as defined in Rule 1.3 (ee)
promulgated under the CEA) or U.K. self-regulating organisations
(that are recognized pursuant to Section 10 cof the FSA) pursuant
to their use for the purpose cf:

{i) securing compliance with or enforcement of or conduct-
ing any investigation relating to the statutes, rules
and requirements of the United States or the United
Kingdom or the rules of the U.S. self-regulatory
organization (as defined in Rule 1.3(ee) promulgated
under the CEA) or U.K. self-regulating organisation
(that is recognized pursuant to Section 10 of the FSA)
or

{ii) conducting a civil or administrative enforcement or
receivership proceeding or other U.S. self-regulatory
organization (as defined in Rule 1.3(ee) promulgated
under the CEA) or U.K. self-~regulating organisation

(that is recognized pursuant to Section 10 of the FSA)

disciplinary proceeding, assisting in a criminal
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prosecution, or conducting any investigation related
thereto for any possible violation related to the
statutes, rules or requirements specified in
subparagraph 1(b) (i) of this Article IV,

(c) The SIB will keep confidential and will not disclose to
other parties to this FISMOU or otherwise any information
received from the CFTC pursuant to this FISMOU under paragraph
3(a) of Article III, provided that such information may be
disclosed in connection with an adjudicatory action or proceeding
brought under the laws of the U.K. or the rules and requirements

of the SIB in the U.K. or the SIB is a party thereto or, provided

further, that such information may be provided by the SIB to a
U.K. SRO if applicable U.S. and U.K. law permits or if the
designated member provides such consents to the CFTC and the SIB
as may be legally effective to permit such disclosure.

2. Except as contemplated in paragraph 1(b) of this Article IV,
if any party to this FISMOU receiving information pursuant to
this FISMOU becomes aware that such information has been received
by any person that is not a party to this FISMOU, it shall inform
the party providing the information and will thercafter use its
best efforts to ensure that such information will not be used in
any way that involves disclosure not permitted by this FISMOU,

3. If a party which receives information pursuant to this FISMOU
receives any legally enforceable demand for such informaticn,

such party will to the best of its ability, prior to complying

with the demand, promptly notify the party who provided such




information, and assert appropriate legal exemptions or
priviieges with respect to such information as may be availabkle.
4. Upon the execution of this FISMOU, the CFTC and the SIB will
exchange lists of the designated members and applicants and the
designated U.S. SRO and relevant U.K. requlator with respect to
each. Thereafter, the SIB and CFTC will report any changes as to
the relevant U.K. regulator and the designated U.S. SRO. When an
applicant applies to a relevant U.K. regulator for a waiver of
its financial regulation rules, the relevant U.K. regulator will
advise the CFTC and the designated U.S. SRO reported by the
applicant. The designated U.S. SRC will confirm in writing to
the SIB its status as such.

ARTICLE V: LIMITATIONS OF LIABILITY

1. The parties te this FISMOU and their respective commission-
ers, directors, officers, employees or agents shall not be liable
to the other parties tc this FISMOU and their respective commis-
sioners, directors, officers, employees or agents for any liabil-
ity, loss or damage resulting from or claimed to have resulted
from any delays, inaccuracies, errors or omissions with respect
to the provision of information or any representation regarding
that information as provided hereby or the failure to provide any
such information or representation. It is understood that the
information is being supplied on a best efforts basis and no war-

ranties, expressed or implied, are made by the parties with re-

spect to the information to be furnished hereunder.




2. The provisions of this FISMOU shall not give rise to the
right on the part of any non-party to this FISMOU, directly or
indirectly, to obtain any information or to challenge the execu-
tion of a request for information or the furnishing of any infor-
mation or representation under this FISMOU. Nothing in this
FISMOU shall entitle any person, entity or government authority
to any rights as a third party beneficiary.

ARTICIE VI: _DISPUTES AND CONSULTATIONS

1. The parties will engage in consultations with respect to
this FISMOU with a view to improving its operation and resolving
any issues that may arise. The parties will alsoc use their best
efforts to notify each other of significant financial rule
changes.

2. Except for the limitation on disclosure of information set
forth in paragraph 1(c) of Article IV of this FISMOU, any of the
conditions of this FISMOU may be amended, relaxed or waived by
mutual agreement of the CFTC, SIB, the relevant U.K. regulator
and the designated U.S. SRO. Any such amendment, relaxation, or
waiver shall be confirmed in writing amung the affected parties
as scon as practicable,

ARTICLE VII: EXECUTION

1. This FISMOU will be effective from the date of its execution
by the SIB, the CFTC and any U.S. SRO and relevant U.K. SRO;
theresafter, it shall ke effective as to each U.S. SRDO or U.K. SRO

from the date of its execution by such U.S. SRO or U.K. SRO.
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2. Any U.S. self~regulatory organization (as defined in Rule

1.3 (ee) promulgated under the CEA) or U.K. self-regulating
organisation (that is recognized pursuant to Section 10 of the
FSA) may become a party to this FISMOU by executing a counterpart

hereof together with the CFTC and SIB and providing notice to the

other U.S. SROs and U.K. SROs thereof that are parties to this
FISMOU. The executed counterpart shall be deemed to be a part of
the original FISMOU.

ARTICLE VIII: CONTACT OFFICERS

Information shall be exchanged pursuant to this FISMOU
through the contact officers identified in Appendix A or their
designees.

ARTICLE IX: TERMINATION

Any party may terminate its participation ir this FISMOU
provided it furnishes the other parties with at least 120 days
prior written notice.

DATED this lst dayof Sep, 1988

United States Commodity Securities and Investments

Futures Trading Commission Board

by by

Board of Trade of the City The Association of Futures

of Chicago Brokers and Dealers Limited
7

DYJMM/( v, UJ//UM by

Chicago Mercantile Exchange The Securities Association

Limited
by ¢/ lgui) /-(/w‘zﬁ/'//zﬂw, by

!
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Commodity Exchange, Inc. Investment Management

Regulatory Organisation Ltd.

by

by

New York Mercantile Exchange

by

National Futures Association
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APPENDIX A

CONTACT OFFICERS

United States Commodity Futures Trading Commission

2033 K Street N.W.

Washington, D.C. 20581

U.S.A.

Attention: Director, Division of Trading and Markets
Telephone (202) 254-8955 or 254-6488 Fax (202) 254-6265

Securities and Investments Board

3 Royal Exchange Buildings

London EC3V 3NL

England

Attention: Director, Regulation
Telephone 01 283-2474 Fax 01 929-0433

Board of Trade of the City of Chicago

141 West Jackson Boulevard

Chicago, Illinois 60604

U.S.A.

Attention: Administrator, Office of Investigations and Audits
Telephone (312) 435-3659 Fax (312) 435-7170

Chicago Mercantile Exchange

30 South Wacker Drive

Chicago, Illinois 60606

U.S.A.

Attention: Vice President, Audit Department
Telephone (312) 930-3230 Fax (312) 930-3187

Commodity Exchange, Inc.

Four World Trade Center

New York, New York 10048

U.S.A.

Attention: Vice President, Compliance
Telephone (212) 938-2943 Fax (212) 432-1154

The Association of Futures Brokers and Dealers Limited
B Section 5th Floor Plantation House

5~8 Mincing Lane

Lendon EC3M 3DX

England

Attention: Head of Enforcement

Telephone 01 626-9763 Fax 01 626-2760

The Securities Association Limited
The Stock Exchange Building

London EC2N 1lEQ

England
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Attention: Director of Enforcement
Telephone 21 256-9000 Fax 01 628-1052

New York Mercantile Exchange

Four World Trade Center

New York, New York 10048

U.S.A.

Attention: Vice President, Financial Surveillance
Telephone (212) 938-2238 Fax (212) 938-7954

National Futures Association

200 West Madison Street

Chicago, Illinois 60606

U.S5.A.

Attention: Vice President~Compliance
Telephone (312) 781-1320 Fax (312) 781-1467

Investment Management Regulatory Organisation Limited
Centre Point

103 New Oxford Street

London WC1lA 1PT

England

Attention: Director of Membership

Telephone Gl 379-0601 Fax 01 379-4121




EXHIBIT 1

{ Relevant U.K Regulator]
{ Designated U.S. SRO]}
[ CFTC)

Re: Waiver of Financial Requirements
Dear [appropriate officialj]:

Company is a registered futures commissicn merchant in the
United States with a branch office in the United Kingdom. Our
current designated self-requlatory organization ("SROY) is

. The Company wishes to continue to engage in

business in the United Kingdom without being subiect to the
financial regulation ruies of the Financial Services Act of 153c
("FSA"). Section 50 of the FSA and parallel provisions in the
rulebooks of the U.K. SROs provide authority for the Securities
and Investments Board ("SIB") or U.K. SRO co waive application of
those financial regulation rules where it finds that compliance
would be unduly burdensome and walver would not result in undue
risk to investors.

Company recognizes the SIB’s and U.K. SROs’ obligations to
assure that entities operating in the United Kingdom are fit and
proper to do so. Company understands that the SIB, the Comnmodity

Futures Trading Commission ("CFTC"), certain U.S. SROs and

JoA




Consent Letter
Page 2

certain U.K. SROs have entered into a Financial Information
Sharing Memorandum of Understanding ("FISMOU"). Company also
understands that the FISMOU is intended to establish a lead
regulator structure whereby the SIB and/or the U.K. SROs will
walve their financial regulation rules and will rely instead on
certain information supplied by our designated self-regulatory
organization, which may change from time to time, to assure
themselves that it is appropriate for Company to continue to
operate its U,K. branch office. Such information will consist of
reviews of periodic financial reports, early warning notices,
notification of high risk classification, and any other
information reasonably related to the financial condition of
Company or any affiliate or subsidiary for which it files
consolidated financial statements requested by the SIB and/or
U.K. SROs.

In consideration of the relevant U.K. regulator waiving its
relevant financial>regulation rules, the Company hereby:
(1) consents to the release of information and representations
regarding that information made pursuant to the FISMOU with
respect to itself and any affected subsidiaries or affiliates for
which it files consolidated financial statements, (2) represents
that it will not, and such subsidiaries and affiliates will not,
assert any claim of any kind against any of the parties to the
FISMOU for any liability, loss or damage resulting from or
claimed to have resulted from any delays, inaccuracies, errors or

omissions with respect to the provision of information pursuant
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Consent Letter

Page 3

to the FISMOU, the improper use of the information, any
representations regarding that information, the failure to
provide any such information or representation, or the release of
any such information or representation, and (3) agrees to
irdemnify and hold harmless its designated U.S. SRC, and any
successor thereto, for any judgment, settlement, award, fine,
penalty or other expense (including attorrney’s fees and costs)
incurred by such designated U.S. SRO in any action, claim or
controversy against such designated U.S. SRO in whole or in part
arising out of the provisicn of information under the FISMOU, any
delays, inaccuracies, errors or omissions with respect to such
provision of information, any representation regarding that
information as provided under the FISMOU, the improper use of the
informaticn, or the failure to provide any such information or

representation; Provided, however, that no settlement shall be

made by such U.S. SRO in any such action, claim or controversy
without the prior written consent of the Company; and Provided

further, that the Company may assume, at its sole expense, the

defense or representation of the U.S. SRC in any such action,
claim or controversy upon a showing, satisfactory to the U.S.
SRO, that the Company is and will remain able to satisfy all
expenses (as hereinabove ds=fined) that may be incurred by the
U.S. SRC as a result of such action, claim or controversy.
Subject to the provisions of Article IV, the Company hereby
consents, to the extent of its legal capacity, that information

provided about its financial viability under paragraph 3(a) of
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Consent Letter
Page 4
Article III of the FISMOU by the CFTC to the SIB that does not
involve the disclosure of customer positions or other information
protected by Section 8 of the Commodity Exchange Act may be
disclosed by SIB to a U.K. SRO.

We trust that the information contained herein is sufficient
to permit the granting of the waiver to Company of the financial
regulations that deal with capital adequacy. If you need any

further information, please feel free to contact .

Thank you for your attention to this matter.

Very truly yours,

Appropriate Officer With
Authority to Act for the Firm

cc: Andrea M. Corcoran, CFTC
Designated U.S. SRO

{ “ap Y
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FINANCIAL INFCRMATICN SHARING
MEMCRANDUM OF UNDERSTANDING

ARTICLE I: GENERAL

The United States Commodity Futures Trading Commission
("CFTC"), an independent regulatory agency of the U.S. govern-
ment, the Securities and Investments Board ("SIB"}, a "designated
agency" to which statutory powers have been transferred under the
Financial Services Act of 1986 ("FSA")} of the government of the
United Kingdom and the self-regulatory organizations in the
United States ("U.S. SROs”) and in the United Kingdom ("U.K.
SROs"), as defined in Article II and subscribed hereto, have
reached the following understanding with respect to futures
commission merchants ("FCMs") that are applicants or designated
members, as defined in Article II.

Section 50 of the FSA and parallel provisions in the
Rulebooks of the U.K. SROs provide authority for the SIB or a
U.X. SRO to waive application of those Financial Regulation Rules
that deal with capital adequacy, where it finds that compliance
wouid be unduly burdensome and waiver would not result in undue
risk to customers. As part of their responsibilities under the
Commodity Exchange Act ("CEA"), the CFTC and U.S. SROs monitor
the capital adequacy of the aforesaid FCMs consistent with
financial requirements promulgated under the CEA, and parallel
financial requirements of the U.S. SROs, which have been approved

by th2 CFTC. 1In consideration of these responsibilities, the
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applicability of such requirements and the understanding with
respect to the exchange of information set forth below, the SIB
and the U.K. SROs will not require designated member FCMs to
comply with their respective capital adequacy requirements and
any reporting standards relating solely to the measure or
maintenance of capital adequacy. This understanding does not
prevent a party from requesting other information from a
designated member or the other parties hereto.

ARTICLE II: DEFINITIONS

1. For purposes of this Financial Informaticn Sharing

Memorandum of Understanding ("FISMOU"):

{a) "Applicant" means an FCM registered with the CFTC that
is a member of a U.S. SRO that is a party to this
FISMOU, that is a person that has requested
authorization from its relevant U.K. regulator to
establish a branch or to otherwise carry on an
investment business in the United Kingdom ("U.K.") and
that has requested that those Financial Regulation
Rules that dzal with capital adeguacy be waived by the
SIB and the relevant U.K. SRO. In order to be an
applicant, an FCM must complete thrze originals of a
signed consent in the form of the consent annexed as
Exhibit 1 hereto and made a part hereof, addressed to
the relevant U.K. regulator, such FCM's designated U.S.

SRO and the CFTC. —" ¢ YW\
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"Designated member" means an FCM registered under the
CEA that is a member of a U.S. SRO that is a party to
this FISMOU, that has a branch or otherwise carries on
an investment business in the U.K., that is an author-
ized or interim authorized person under the FSA for
which those Financial Regulation Rules that deal with
capital adequacy have been waived by the SIB or the
relevant U.K. ‘egulator. 1In order to be a designated
member, an FCM must complete three originals of a
signed consent in the form of the consent annexed as
Exhibit 1 hereto and made a part hereof, addressed to
the relevant U.K. reqgulator, such FCM’'s designated U.S.
SRO and the CFTC.

"Designated U.S. self-regulatory organization" or "des-
ignated U.S. SRO" means a U.S, SRO that has primary
responsibility for examining a member FCM for
compliance with minimum financial and related reporting
reduirements under CFTC oversight (i) pursuant to
Section 4f(2) of the CEA and Rule 1.52 promulgated
thereunder, and in accordance with a joint audit plan
approved by the CFTC under that rule, or (ii) because
the member FCM is a member solely of that U.S. SRO.
"Form 1-FR-FCM filing" means the financial report filed
pursuant to Rule 1.10 under the CEA by an FCM on at

least a semiannual basis with its designated U.S.




(e)

(£)

(g)

"Joint Audit Committee" means that certain committee of
representatives of all U.S. SROs which was 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.
"Relevant U.K. regulator"” means (i) where the FCM has
been authorized under the FSA through membership in a
single U.K. SRO, the U.K. SRO of which the FCM is a
member, (ii) where the FCM has been authorized under
the FSA through membership in more than one U.K. SRO,
the U.K. SRO that the U.K. SROs have agreed should be
the recipient of information under this FISMOU, or
(iii} the SIB, where the FCM has been irterim
authorized or authorized by SIB under the FSA.

"Rule 1.12 telegram" means the telegraphic or written
notice filed by an FCM with its designated U.S. SRO and
the CFTC pursuant to Rule 1.12 promulgated under the
CEA if the FCM’s (i) adjusted net capital falls below
the minimum required by an applicable capital rule,
(ii) adjusted net capital falls below 150 percent of
the minimum required by an applicable capital rule,
(iii} books and records are not current, (iv) accouat-
ing system, accounting controls, procedures for safe-
guarding customer and firm assets or the practices and

procedures specified in Rule 1.16(d) (1) promulgated

under the CEA, contain a material inadequacy,



(h)

(1)
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defined in Rule 1.16(d)(2) promulgated under the CEA,
or (v) carried accounts include an account which is
undermargined by an amount which exceeds the firm’s
adjusted net capital.

"U.S. self-requlatory organization" or "U.S. SRO" means
the Board of Trade of the City of Chicago, the Chicago
Mercantile Exchange, the Commodity Exchange, Inc., New
York Mercantile Exchange, National Futures Association
or any other self-requlatory organization as defined in
Rule 1.3(ee) promulgated under the CEA that becomes a
party to this FISMOU in accordance with Article VII.
"U.K. self-regulating organisation" or "U.K. SRO" means
the Association of Futures Brokers and Dealers, The
Securities Association or any other self-regulating
organisation that has been recognized pursuant to
Section 10 of the FSA and is or becomes a party to this

FISMOU in accordance *.th Article VII.

ARTICIE ITITs EXCHANGE OF INFORMATION

1. (a)

Each U.S. SRO will provide to the relevant U.K.

reqgulator, commencing with the first filing due after the

effective date hereof as to that U.S. SRO, as promptly as

practicable after receipt of the relevant report, the following

information with respect to a desiguated member for which it is

the designated U.S. SRO.

(1)

Copies of the cover sheet used by the U.S. SRO in its

review of each Form 1-FR~FCM filing. The U.S. SRO wil
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represent that it has reviewed the Form 1-FR-FCM filing

and that, based sclely on its review of the information

in that filing, it has no reason to believe (or it has
reason to believe) that there exists a violation of the
minimum adjusted net capital requirement set forth in
Rule 1.17 promulgated under the CEA. The U.S. SRO also
'#ill provide a copy of the Form 1-FR-FCM upon request
ovf the relevant U.K. regulator.

(1i) Copies of Rule 1.12 telegrams.

(iii) Notification if the designated member is classified as
high risk under the Joint Audit Committee criteria,
e.g., the ratio of customers’ equities to the firm’s
adjusted net capital as calculated pursuant to the ap-
plicable capital rule exceeds 15 to 1.

(b} Each U.S. SRO will provide the relevant U.K. regulator
as promptly as practicable upon request the following information
with respect to an applicant for which it is the designated U.S.
SRO.

{i) Copies of the cover sheet used by the U.S. SRO in its

review of the most recent Form 1~FR-FCM filing. The
U.S. SRO will represent that the copy provided is the
cover sheet with respect to the most recent Form
1-FR-FCM filing, that it has reviewed such filing and
that, based solely on its review of the information in
that filing, it has no reason to believe (or it has

reason to believe) that there exists a violation of




minimum adjusted net capital requirement set forth in
Rule 1.17 promulgated under the CEA. The U.S. SRO will
also provide a copy of the most recent Form 1-FR-FCM
upon request of the relevant U.K. regulator.

(ii) Copies of Rule 1.12 telegrams since the "as of" date of

the most recent 1-FR-FCM filing.
{iii) Notification if the applicant is classified
as high risk under the Joint Audit Committee criteria,
e.g., the ratio of customers’ equities to the firm's
adjusted net capital as calculated pursuant to the ap-
plicable capital rule exceeds 15 to 1.
2. {a) Notwithstanding any other provision of this FISMOU, if
information is provided by a U.S. SRO to the relevant U.K.
regulator pursuant to paragraph l(a) of this Article III, such
information need not be provided by that U.S. SRO to any other
U.K. SRO or U.K. requlator; provided further, however, that
subject to Article IV, such U.K. SRO directly may furnish such
information to another U.K. SRO or U.K. regulator.

{(b) If any relevant U.K. regulator agrees to indemnify any
regulatory or self-regulatory authority in the United States or
any other country in connection with the receipt of information
or representations similar to that described in paragraphs 1l{a)
or 1(bj of this Article III, the relevant U.K. regulator must
make such indemnity arrangement available to each U.S. SRO

providing it with information under paragraphs 1l(a) or 1(b) of

this Article III.
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3. (a) The CFTC will use its best efforts to notify the SIB if
it becomes aware, through a U.S. SRO or otherwise, that an event
has occurred that, in the soie judgment of the CFTC, materially
and adversely affects the financial or operational viability of
an applicant or a designated member.

{b) The relevant U.K. requlator will use its best efforts
to notify and discuss with the CFTC if it becomes aware, through
a U.K. SRO or otherwise, of a substantial financial, operational
or other problem at a United Kingdom branch of, or as a result of
investment business conducted in the U.K. by, a designated
member. The CFTC may make information received pursuant to this
paragraph available to a U.S. SRO.

(c) The SIB or the relevant U.K. SRO will use its best
efforts to notify and discuss with the CFTC if it becomes aware,
through a U.K. SRO or otherwise, of any information which in its
respective judgment affects the financial or operational
viability of a U.K.-domiciled firm doing business in the U.S.
under a comparability exemption granted pursuant to Rule 30.10
promulgated under the CEA which may defer to the financial
regulation rules of the SIB and the relevant U.K. SRO. The CFTC
may make information received pursuant to this paragraph 3(c¢)
available to National Futures Association.

4. Where an indemnity, or other mutually acceptable
arrangement, for protecting the exchange of information is in
place between a designated U.S. SRO and a relevant U.K. SRO,

notification, information, and representaticns by the rel
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.U.K. SRO under paragraphs 3{(b) of this Article III, and
notification and information as to an event which in a designated
U.S. SRO’'s sole judgment materially and adversely affects the
financial or operational viability of an applicant or designated
member also may be exchanged directly between the designated U.S.
SRO and relevant U.K. SRO. A copy of the applicable agreement
will be provided to the CFTC by the designated U.S. SRO and to
the SIB by the relevant U.K. SRO.
5. Where SIB or a U.K. SRO intends to take action in relation
to a designated member or an applicant on the basis of informa-
tion supplied by the CFTC, or a designated U.S. SRO, pursuant to
this FISMOU, SIB or such U.K. SRO, as appropriate, will to the
extent practicable give prior notice to the CFTC and the
designated U.S. SRO.
ARTICLE IV: CONFIDENTIALITY OF INFORMATION
1. (a) Each party to this FISMOU has advised the other parties of
the rules, requlations and procedures which govern the
maintenance of confidentiality of information exchanged
hereunder. Each party will comply with its procedures for
maintaining confidentiality and will advise the SIB or the CFTC
as appropriate of any changes therein.

{b) Each party to this FISMOU will keep confidential to the
extent permitted by law any information exchanged between the

parties pursuant to this FISMOU under Article III, provided that

such information may be disclosed in appropriate circumstances in




any person
CFTC, SIB,
Iﬁdustry {
(U.K.), Bo
Department
Securities
Protection
government
self-requl
promulgate
(that are

to their u

(i)

associated with or employed by the U.S. Congress,
Bank of England, the U.K. Department of Trade and
Insurance Division] (U.K.), the Serious Fraud Office
ard of Governocrs of the Federal Réserve System, U.S.
of the Treasury, U.S. Department of Justice, U.S.

and Exchange Commission, U.S. Securities Investor
Corporation, a receiver, any agency of the federal

or of a state government in the U.S., U.S.

atory organizations (as defined in Rule 1.3 (ee)
d under the CEA) or U.K. self-regulating organisations
recognized pursuant to Section 10 of the FSA) pursuant
se for the purpose of:

securing compliance with or enforcement of or conduct-
ing any investigation relating to the statutes, rules
and requirements of the United States or the United
Kingdom or the rules of the U.S. self-requlatory
organization (as defined in Rule 1.3(ee) promulgated
under the CEA) or U.K. self-requlating organisation
(that is recognized pursuant to Section 10 of the FSA)

or

conducting a civil or administrative enforcement or
receivership proceeding or other U.S. self-regulatory
organization (as defined in Rule 1.3(ee) promulgated
under the CEA) or U.K. self-regulating organisation

(that is recognized pursuant to Section 10 of the FSX)

disciplinary proceeding, assisting in a crimina



prosecution, or conductihg any investigation related
thereto for any possible violation related to the
statutes, rules or requirements specified in
subparagraph 1(b)(1i) of this Article IV.

(c) The SIB will keep confidential and will not disclose to
other parties to this FISMOU or otherwise any information
received from the CFTC pursuant to this FISMOU under paragraph
3(a) of Article III, provided that such information may be
disclosed in connection with an adjudicatory action or proceeding
brought under the laws of the U.K. or the rules and requirements
of the SIB in the U.K. or the SIB is a party thereto or, provided

further, that such information may be provided by the SIB to a

U.K. SRO if applicable U.S. and U.K. law permits or if the
designated member provides such consents to the CFTC and the SIB
as may be legally effective to permit such disclosure.

2. Except as contemplated in paragraph 1(b) of this Article IV,
if any party to this FISMOU receiving information pursuant to
this FISMOU becomes aware that such information has been received
by any person that is not a party to this FISMOU, it shall inform
the party providing the information and will thereafter use its
best efforts to ensure that such information will not be used in
any way that involves disclosure not permitted by this FISMOU.

3. If a party which receives information pursuant to this FISMOU
receives any legally enforceable demand for such information,
such party will to the best of its ability, prior to complyi \

P

with the demand, promptly notify the party who provided sw€h



informatior, and assert appropriate legal exemptions or
privileges with respect to such information as may be available.
4. Upon the execution of this FISMOU, the CFTC and the SIB will
exchange lists of the designated members and applicants and the
designated U.S. SRO and relevant U.K. regulator with respect to
each. Thereafter, the SIB and CFTC will report any changes as to
the relevant U.K. regqulator and the designated U.S. SRO. When an
applicant applies to a relevant U.K. regulator for a waiver of
its financial requlation rules, the relevant U.K. regulator will
advise the CFTC and the designated U.S. SRO repcrted by the
applicant. The designated U.S. SRO will confirm in writing to
the SIB its status as such.

ARTICLE V: LIMITATIONS OF LIABILITY

1. The parties to this FISMOU and their respective commission-
ers, directors, officers, employees or agents shall not be liable
to the other parties to this FISMOU and their respective commis-
sioners, directors, officers, employees or agents for any liabil-
ity, loss or damage resulting from or claimed to have resulted
from any delays, inaccuracies, errors or omissions with respect
to the provision of information or any representation regarding
that information as provided hereby or the failure to provide any
such information or representation. It is understood that the
informaticn is being supplied on a best efforts basis and no war-
ranties, expressed or implied, are made by the parties with re-

spect to the information to be furnished hereunder.




2. The provisions of this FISMOU shall not give rise to the

right on the part of any non-party to this FISMOU, directly or
indirectly, to obtain any information or to challenge the execu-
tion of a request for information or the furnishing of any infor-
mation or representation under this FISMOU. Nothing in this
FISMOU shall entitle any person, entity or government aﬁthority
to any rights as a third party beneficiary.

ARTICLE VI: DISPUTES AND CONSULTATIONS

1. The parties will engage in consultations with respect to
this FISMOU with a view to improving its operation and resolving
any issues that may arise. The parties will also use their best
efforts to notify each other of significant financial rule
changes.

2. Except for the limitation on disclosure of information set
forth in paragraph l(c} of Article IV of this FISMOU, any of the
conditions of this FISMOU may be amended, relaxed or waived by
mutual agreement of the CFTC, SIB, the relevant U.K. regulator
and the designated U.S. SRO. Any such amendment, relaxation, or

waiver shall be confirmed in writing among the affected parties
as soon as practicable.

ARTICLE VII: EXECUTION

1. This FISMOU will be effective from the date of its execution
by the SIB, the CFTC and any U.S. SRO and relevant U.K. SRO;
thereafter, it shall be effective as to each U.S. SRO or U.X. SRO

from the date of its execution by such U.S. SRO or U.K. SR

AN
A
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2. Any U.S. self-regulatory organization (as defined in Rule

1.3(ee) promulgated under the CEA) cr U.K. seli-regulating

organisation (that is recognized pursuant to Section 10 of the

FSA) may become a party to this FISMOU by executing a counterpart

hereof together with the CFTC and SIB and providing notice to the

other U.S. SROs and U.K. SROs thereof that are parties to this

FISMOU. The executed counterpart shall be deemed to be a part of

the original FISMOU.

ARTICLE VIIT: CONTACT OFFICERS

Information shall be exchanged pursuant to this FISMOU

through the contact officers identified in Appendix A or their

designees.

ARTICLE TX: TERMINATION

Any party may terminate its participation in this FISMOU

provided it furnishes the other parties with at least 120 days

prior written notice.

DATED this lst day of Sep., 1988

United States Commodity
Futures Trading Commission

by

Board of Trade of the City
of Chicago

by

Chicago Mercantile Exchange

by

Securities and Investments
Board

by

The Association of Futures
Brokers and Dealers Limited

by

The Securities Associaticn
Limited

by




Commodit ,Exchange, Inc. Investment Management
2 . .
// - Regulatory Organisation Ltd.
by . ,/c{zz%/“}/ P

(ﬁg;ﬂg;}k Mercigg'
\QX ,

Na¥ional FuturLs Association

by

xcha,
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APPENDIX A

CONTACT OFFICERS

United States Commodity Futures Trading Commission

2033 K Street N.W.

Washington, D.C. 20581

U.S.A.

Attention: Director, Division of Trading and Markets
Telephone (202) 254-8955 or 254-6488 Fax (202) 254-6265

Securities and Investments Board

3 Royal Exchange Buildings

London EC3V 3NL

England

Attention: Director, Regulation
Telephone 01 283-2474 Fax 01 929-0433

Board of Trade of the City of Chicago

141 West Jackson Boulevard

Chicago, Illinois 60604

U.S.A.

Attention: Administrator, Office of Investigations and RAudits
Telephone (312) 435-3659 Fax (312) 435-7170

Chicago Mercantile Exchange

30 South Wacker Drive

Chicago, Illinocis 60606

U.S.A.

Attention: Vice President, Audit Department
Telephone (312) 930-3230 Fax (312) 930-3187

Commodity Exchange, Inc.

Four World Trade Center

New York, New York 10048

U.5.A.

Attention: Vice President, Compliance
Telephone (212) 938-2943 Fax (212) 432-1154

The Association of Futures Brokers and Dealers Limited
B Section 5th Flecor Plantation House

5-8 Mincing Lane

London EC3M 3DX

England
Attention: Head of Enforcement \\

Telephone 01 626-9763 Fax 01 626-9760

The Securities Association Limited )
The Stock Exchange Building \ v /;q/
London EC2N 1EQ N
England !
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Attention: Director of Enforcement
Telephone 01 256-9000 Fax 01 628-1052

New York Mercantile Exchange

Four World Trade Center

New York, New York 10048

U.S.A.

Attention: Vice President, Financial Surveillance
Telephone (212) 938-2238 Fax (212) 938-7954

National Futures Association

200 West Madison Street

Chicago, Illinois 60606

U.S.A.

Attention: Vice President-Compliance
Telephone (312) 781-1320 Fax (312) 781-1467

Investment Management Regulatory Organisation Limited
Centre Point

103 New Oxford Street

London WC1A 1PT

England

Attention: Director of Membership

Telephone 01 379-0601 Fax 01 379-4121 /;Zi:;\(J\\\
ﬁyjﬂ




EXHIBIT 1

[ Relevant U.K Regulator]
[ Designated U.S. SRO]
[ CFTC]
Re: Waiver of Financial Requirements
Dear [appropriate official]:
Company is a registered futures commission merchant in the
United States with a branch office in the United Kingdom. Our

current designated seli -regulatory organization ("SRO") is

. The Company wishes to continue to engage in

business in the United Kingdom without being subject to the
financial reqgulation rules of the Financial Services Act of 1986
("FSA"). Section 50 of the FSA and parallel provisions in the
rulebooks of the U.K. SROs provide authority for the Securities
and Investments Board ("SIB") or U.K. SRO to waive application of
those financial requlation rules where it finds that compliance
would be unduly burdensome and waiver would not result in undue
risk to investors.

Company recognizes the SIB's and U.K. SROs’ obligations to
assure that entities operating in the United Kingdom are fit and
proper to do so. Company understands that the SIB, the Commodity

Futures Tradinc Commission ("CFTC"), certain U.S. SROs




Consent Letter
Page 2
certain U.XK. SROs have entered into a Financial Information
Sharing Memorandum of Understanding ("FISMOU"). Company also
understands that the FISMOU is intended to establish a lead
regulator structure whereby the SIB and/or the U.K. SROs will
waive their financial requlation rules and will rely instead on
certain information supplied by our designated self-regulatory
organization, which may change from time to time, to assure
themselves that it is appropriate for Company to continue to
operate its U.K. branch office. Such information will consist of
reviews of periodic financial reports, early warning notices,
notification of high risk classification, and any other
information reasonably related to the financial condition of
Company or any affiliate or subsidiary for which it files
consolidated financial statements requested by the SIB and/or
U.K. SROs.

In consideration of the relevant U.K. regulator waiving its
relevant financial regulation rules, the Company hereby:
{l) consents to the release of information and representations
regarding that information made pursuant to the FISMOU with
respect to itself and any affected subsidiaries or affiliates for
which it files consolidated financial statements, (2) represents
that it will not, and such subsidiaries and affiliates will not,
assert any claim of any kind against any of the parties to the
FISMOU for any liability, loss or damage resulting from or
claimed to have resulted from any delays, inaccuracies, errors or

omissions with respect to the provision of information pyrsuant




Consent Letter
Page 3
to the FISMOU, the improper use of the information, any
representations regarding that information, the failure to
provide any such information or representation, or the release of
any such information or representation, and (3) agrees to
indemnify and hold harmless its designated U.S. SRO, and any
successor thereto, for any judgment, settlement, award, fine,
penalty or other expense (including attorney'’s fees and costs)
incurred by such designated U.S. SRO in any action, claim or
controversy against such designated U.S. SRO in whole or in part
arising out of the provision of information under the FISMOU, any
delays, inaccuracies, errors or omissions with respect to such
provision of information, any representation regarding that
information as provided under the FISMOU, the improper use of the
information, or the failure to provide any such information or
representation; Provided, however, that no settlement shall be
made by such U.S. SRO in any such action, claim or controversy
without the prior written consent of the Company; and Provided
further, that the Company may assume, at its sole expense, the
defense or representation of the U.S. SRO in any such action,
claim or controversy upon a showing, satisfactory to the U.S.
SRO, that the Company is and will remain able to satisfy all
expenses (as hereinabove defined) that may be incurred by the
U.5. SRO as a result of such action, claim or controversy.
Subject to the provisions of Article IV, the Company hereby
consents, to the extent of its legal capacity, that information

provided about its financial viability under paragraph 3




Consent Letter
Page 4
Article III of the FISMOU by the CFTC to the SIB that does not
involve the disclosure of customer positions or other information
protected by Section 8 of the Commodity Exchange Act may be
disclosed by SIB to a U.K. SRO.

We trust that the information contained herein is sufficient
to permit the granting of the waiver to Company of the financial
regulations that deal with capital adequacy. If you need any

further information, please feel free to contact

Thank you for your attention to this matter.

Very truly yours,

Appropriate Officer With
Authority to Act for the Firm

cc: Andrea M. Corcoran, CFTC
Designated U.S. SRO




FINANCIAL INFORMATION SHARING
MEMORANDUM CF UNDERSTANDING

ARTICLE T: GENERAL

The United States Commodity Futures Trading Commission
("CFTC"), an independent requlatory agency of the U.S. govern-
ment, the Securities and Investments Board ("SIB"), a "designated
agency" to which statutory powers have been transferred under the
Financial Services Act of 1986 ("FSA") of the government of the
United Kingdom and the self-regulatory organizations in the
United States ("U.S. SROs") and in the United Kingdom ("U.K.
SROs"), as defined in Article II and subscribed hereto, have
reached the following understanding with respect to futures
commission merchants ("FCMs") that are applicants or designated
members, as defined in Article II.

Section 50 of the FSA and parallel provisions in the
Rulebooks of the U.K. SROs provide authority for the SIB or a
U.K. SRO to waive application of those Financial Regulation Rules
that deal with capital adequacy, where it finds that compliance
would be unduly burdensome and waiver would not result in undue
risk to customers. As part of their responsibilities under the
Commodity Exchange Act ("CEA"), the CFTC and U.S. SROs monitor
the capital adequacy of the aforesaid FCMs consistent with
financial requirements promulgated under the CEA, and parallel
finanrmial requirements of the U.S. SROs, which have been apprcved

by the CFTC. 1In consideration of these responsibilities, the
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applicability of such requirements and the understanding with
respect to the exchange of information set forth below, the SIB
and the U.K. SROs will not require designated member FCMs to
comply with their respective capital adequacy requirements and
any reporting standards relating solely to the measure or
maintenance of capital adequacy. This understanding does not
prevent a party from requesting other information from a
designated member or the other parties hereto.
ARTICLE ¥T: DEFINITIONS
1. For purposes of this Financial Information Sharing
Memorandum of Understanding ("FISMOU"):
(a) "Applicant" means an FCM registered with the CFTC that
is a member of a U.S. SRO that is a party to this
FISMOU, that is a person that has requested
authorization from its relevant U.K. regulator to
establish a branch or to otherwise carry on an
investment business in the United Kingdom ("U.K.") and
that has requested that those Financial Regulation
Rules that deal with capital adequacy be waived by the
SIB and the relevant U.K. SRO. In order to be an
applicant, an FCM must complete three originals of a
signed consent in the form of the consent annexed as
Exhibit 1 hereto and made a part hereof, addressed to
the relevant U.K. regulator, such FCM's designated U.S.

SRO and the CFTC.



(b)

(c)

(d)
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"Designated member" means an FCM registered under the
CEA that is a member of a U.S. SRO that is a party to
this FISMOU, that has a branch or otherwise carries on
an investment business in the U.K., that is an author-~
ized or interim authorized person under the FSA for
which zho>se Financial Regulation Rules that deal with
capital adequacy have been waived by the SIB or the
relevant U.K. regulator. In order to be a designated
member, an FCM must complete three originals of a
signed consent in the form of the consent annexed as
Exhibit 1 hereto and made a part hereof, addressed to
the relevant U.K. regulatoer, such FCM’'s designated U.S.
SRO and the CFTC.

"Designated U.S. self-regulatory organization” or "des-
ignated U.S. SRO" means a U.S. SRO that has primary
responsibility for examining a member FCM for
compliance with minimum financial and related reporting
requirements under CFTC oversight (i) pursuant to
Section 4f(2) of the CEA and Rule 1.52 promulgated
thereunder, and in accordance with a joint audit plan
approved by the CFTC under that rule, or (ii) because
the member FCM is a member solely of that U.3. SRO.
"Form 1-FR-FCM filing” means the financial report filed
pursuant to Rule 1..0 under the CEA by an FCM on at

least a semiannual basis with its designated U.S. SRO.




(e)

(f)

(g)

"Joint Audit Committee" means that certain committee of
representatives of all U.S. SROs which was established
to coordinate audit and firancial surveillance, plans,
policies and procedures, particularly with respect to
FCMs that are members of more than one U.S. SRO.
"Relevant U.K. requlator” means (i} where the FCM has
been authorized under the F5A& through membership in a
single U.K. SRO, the U.K. SRO of which the FCM is a
member, (ili) where the FCM has been authorized under
the FSA through membership in more than one U.K. SRO,

the U.K. SRO that the U.K. SROs have agreed should be

the recipient of information under this FISMOU, or

{iii) the SIB, where the FCM has been interim

. authorized or authorized by SIB under the FSA.

"Rule 1.12 telegram" means the telegraphic or written
notice filed by an FCM with its designated U.S. SRO and
the C¥TC pursuant to Rule 1.12 promulgated under the
CEA if the FCM’'s (i) adjusted net capital falls helow
the minimum required by an applicable capital rule,
(ii) adjusted net capital falls below 150 percent of
the minimum required by an applicable capital rule,
{iii) books and records are not current, (iv) account-
ing system, accounting controls, procedures for safe-
guarding customer and firm assets or the practices and
procedures specified in Rule 1.16(d) (1) promulgzted

under the CEA, contain a material inadequacy, as
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defined in Rule 1.16(d)} (2} promulgated under the CEA,
or (v} carried accounts include an account which is
undermargined by an amount which exceeds the firm’s
adjusted net capital.

{hy "U.S. self-requlatory organization" or "U.S. SRO" means
the Board of Tradr of the City of Chicago, the Chicago
Mercantile Excharge, the Commodity Exchange, Inc., New
York Mercantile kxchange, National Futures Association
or any other self-regulatory ovganization as defined in
Rule 1.3(ee) promulgated under the CEA that becomes a
party to this FISMOU in accordance with Article VII.

(1) "U.K. self-regulating organisation®" or "U.K. SRC" means
the Association of Futures Brokers and Dealers, The
Securities Association or any other self-requlating
organisation that has been recognized pursuant to
Section 10 of the FSA and is or becomes a party to this
FISMOU in accordance with Article VII.

ARTICLE II11: FEXCHANGE OF INFORMATION

1. (a) Each U.S. SRO will provide to the relevant U.XK.
requlator, commencing with the first filing due after the
effective date hereof as to that U.S. SRO, as promptly as
practicable after receipt of the relevant report, the fcllowing
information with respect to a designated member for which it is
the designated U.S. SRO.

{i) Copies of the cover sheet used by the U.S. SRO in its

review of each Form 1-FR-FCM filing. The U.S. SRO will



(ii)

(1ii)
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represent that it has reviewed the Form 1-FR-FCM filing
and that, based solely on its review of the information
in that filing, it has no reason to bhelieve (or it has
reason to believe) that there exists a violation of the
minimum adjusted net capital requirement set forth in
Rule 1.17 promulgated under the CEA. The U.S. SRO also
will provide a copy of the Form 1~FR-FCM upon request
of the relevant U.K. regulator.

Copies of Rule 1.12 telegrams.

Notification if the designated member is classified as
high risk under the Joint Audit Committee criteria,
e.g., the ratio of customers’ equities toc the firm's
adjusted net capital as calculated pursuant to the ap-

plicable capital rule exceeds 15 to 1.

(b) Each U.S. SRO will provide the relevant U.K. requlator

as promptly as practicable upon regquest the following information

with respect to an applicant for which it is the designated U.S.

SRO.

(1) Copies of the cover sheet used by the U.S. SRO in its

review of the most recent Form 1-FR-FCM filing. The
U.S. SRO will represent that the copy provided is the
cover sheet with respect to the most recent Form
i~-FR-FCM filing, that it has reviewed such filing and
that, based solely on its review of the information in
that filing, it has no reason to believe (or it has

reason to believe) that there exists a violation of the



minimum adjusted net capital requirement set forth in
Rule 1.17 promulgated under the CEA. The U.S. SRO will
also provide a copy of the most recent Form 1-FR-FCM
upon request of the relevant U.K. regulator.
{ii) Copies of Rule 1.12 telegrams since the "as of" date of
the most recent 1-FR-FCM filing.
(iii) Notification if the applicant is classified
as high risk under the Joint Audit Committee criteria,
e.g., the ratic of customers’' equities to the firm’s
adjusted net capital as calculated pursuant to the ap-
plicable capital rule exceeds 15 to 1.
2. {a} Notwithstanding any other provision of this FISMOU, if
information is provided by a U.S. SRO to the relevant U.K.
requlator pursuant to paragraph 1l(a) of this Article III, such
information need not be provided by that U.S. SRO to any other

U.K., SRO or U.K. regulator; provided further, however, that

subject to Article IV, such U.K. SRO directly may furnish such
information to another U.K. SRO or U.K. regulator.

(b) If any relevant U.K. regulator agrees to indemnify any
requlatory or self-regulatory authority in the United States or
any other country in connection with the receipt of information
or representations similar to that described in paragraphs 1l(a)
or 1{b) of this Article III, the relevant U.K. requlator must
make suéh indemnity arrangement available to each U.S. SRO
providing it with information under paragraphs 1(a) or 1(b) of

this Article III.



3. (a} The CFTC will use its best efforts to notify the SIB if
it becomes aware, through a U.S. SRO or otherwise, that an event
has occurred that, in the sole judgment of the CFTC, materially
and adversely affects the financial or operational viability of
an applicant or a designated member.

(b} The relevant U.K. regulator will use its best efforts
to notify and discuss with the CFTC if it becomes aware, through
a U.K. SRO or otherwise, of a substantial financial, operational
or other problem at a United Kingdom branch of, or as a result of
investment business conducted in the U.K. by, a designated
member. The CFTC may make information received pursuant to this
paragraph available to a U.S. SRO.

{c} The SIB or the relevant U.K. SRO will use its best
efforts to notify and discuss with the CFTC if it becomes aware,
through a U.K. SRO or otherwise, of any information which in its
respective judgment affects the financial or operational
viability of a U.K.-domiciled firm doing business in the U.S.
under a comparability exemption granted pursuant to Rule 30.10
ipromulgated under the CEA which may defer to the financial
regulation rules of the SIB and the relevant U.K. SRO. The CFTC
may make information received pursuant to this paragraph 3(c)
available to National Futures Association.

4. Where an indemnity, or other mutually acceptable
arrangement, for protecting the exchange of information is in
place between a designated U.S. SRO and a relevant U.K. SRO,

notification, information, and representations by the relevant

T
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U.K. SRO under paragraphs 3(b} of this Article III, and
notification and information as to an event which in a designated
U.S. SRO’s sole judgment materially and adversely affects the
financial or operational viability of an applicant or designated
member also may be exchanged directly between the designated U.S.
SRO and relevant U.K. SRO. A copy of the applicable agreement
will be provided te the CFTC by the designated U.S. SRO and to
the SIB by the relevant U.K. SRO.

5. Where SIB or a U.K. SRO intends to take action in relation
to a designated member or an applicant on the basis of informa-
tion supplied by the CFTC, or a designated U.S. SRO, pursuant to
this FISMOU, SIB or such U.K. SRO, as appropriate, will to the
extent practicable give prior notice to the CFTC and the
designated U.8. SRO.

ARTICLE TV: CONFIDENTIALITY OF INFORMATION

1. (a) Each party to this FISMOU has advised the other parties of
the rules, requlations and procedures which govern the
maintenance of confidentiality of information exchanged
hereunder. Each party will comply with its procedures for
maintaining confidentiality and will advise the SIB or the CFTC
as appropriate of any changes therein.

(b} Each party to this FISMOU will keep confidential to the
extent permitted by law any information exchanged between the
parties pursuant to this FISMOU under Article III, provided that
such information may be disclosed in appropriate circumstances in

accordance with this FISMOU and otherwise under applicable law to
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any person associated with or employed by the U.S. Congress,
CFTC, SIB, Bank of England, the U.K. Department of Trade and
Industry [Insurance Division] (U.K.), the Serious Fraud Office
(U.K.), Board of Governors of the Federal Reserve System, U.S.
Pepartment of the Treasury, U.S. Department of Justice, U.S.
Securities and Exchange Commission, U.S. Securities Investor
Protection Corporation, a receiver, any agency of the federal
government or of a state government in the U.S., U.S.
self-requlatory organizations (as defined in Rule 1.3(ee)
promulgated under the CEA) or U.K. self-regulating organisations
(that are recognized pursuant to Section 10 of the FSA) pursuant
to their use for the purpose of:

(i} securing compliance with or enforcement of or conduct-
ing any investigation relating to the statutes, rules
and requirements of the United States or the United
Kingdom or the rules of the U.S. self-regulatory
organization (as defined in Rule 1.3(ee) promulgated
under the CEA} or U.K. self-requlating organisation
(that is recognized pursuant to Section 10 of the FSA)
or

(ii) conducting a civil or administrative enforcement or
receivership proceeding or other U.S. self-regulatory
organization (as defined in Rule 1.3(ee) promulgated
under the CEA) or U.K. self-regqulating organisation
(that is recognized pursuant to Section 10 of the FSa)

disciplinary proceeding, assisting ir a criminal



prosecution, or conducting any investigation related
thereto for any possible violation related to the
statutes, rules or requirements specified in
subparagraph 1{b)(i) of this Article IV.
{c) The SIB will keep confidential and will not disclose to
other parties to this FISMOU or otherwise any information
received from the CFTC pursuant to this FISMOU under paragraph

3(a} of Article III, provided that such information may '

disclosed in connection with an adjudicatory action or proceeding
brought under the laws of the U.K. or the rules and regquirements
of the SIB in the U.K. or the SIB is a party thereto or, provided

further, that such information may be provided by the SIB to a

U.K. SRO if applicable U.S. and U.K. law permits or if the
designated member prov’Jdes such consents to the CFFC and the SIB
as may be legally effective to permit such disclosdre.

2. Except as contemplated in paragraph 1({b} of this Article IV,
if any party to this FISMOU receiving information pursuant to
this FISMOU becomes aware that such information has been received
by any person that is rot a party to this FISMOU, it shall inform
the party providing the information and will thereafter use its
best efforts to ensure that such information will nc* be used in
any way that involves disclosure not permitted by this FISMOU.

3. If a party which recesives information pursuant to this FISMOU
receives any legally enforceable demand for such information,
such party will to the best of its ability, prior to complying

with ‘the demand, promptly notify the party who provided such

[N



information, and assert appropriate legal exemptions or
privileges with respect to such information as may be available.
4. Upon the eracution of this FISMOU, the CFTC and the SIB will
exchange listg of the designated members and applicants and the
designated U.S. SRO and relevant U.K. regulator with respect to
each. Thereafter, the SIB and CFTC will report any changes as to
the relevant U.K. regulator and the designated U.S. SRO. When an
applicant applies to a relevant U.K. regulator for a waiver of
its financial regulation rules, the relevant U.K. regulator will
advise the CFTC and the designated U.S. SRO reported by the
applicant. The designated U.S. SRO will confirm in writing to
the SIB its status as such.

ARTICLE V: LIMITATIONS OF LIABILITY

1. The parties to this FISMOU and their respective commission-
ers, directors, officers, employees or agents shall not be liable
to the other parties to this FISMOU and their respective commis-
sioners, directors, officers, employees or agents for any liabil-
ity, loss or damage resulting from or claimed to have resulted
from any delays, inaccuracies, errors or omissions with respect
to the provision of information or any representation regarding
that information as provided hereby or the failure to provide any
such information or representation. It is understood that the
information is being supplied on a best efforts basis and no war-
ranties, expressed or implied, are made by the parties with re-

spect to the information to be furnished hereunder.
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2. The provisions of this FISMOU shall not give rise to the
right on the part of any non-party to this FISMOU, directly or
indirectly, to obtain any information or to challenge the execu~
tion of a request for information or the furmishing of any infor-
mation or representation under this FISMOU. Nothing in this
FISMOU shall entitle any person, entity or government authority
to any rights as a third party beneficiary.

ARTICLE VI: DISPUTES AND CONSULTATIONS

1. The parties will engage in consultations with respect to
this FISMOU with a view to improving its operation and resolving
any issues that may arise. The parties will also use their best
efforts to notify each other of significant financial rule
changes.

2. Except for the limitation on disclosure of information set
forth in paragraph l(c} of Article IV of this FISMOU, any of the
conditions of this FISMOU may be amended, relaxed or waived by
mutual agreement of the CFTC, SIB, the relevant U.K. regulator
and the designated U.S. SRO. Any such amendment, relaxation, or
waiver shall be confirmed in writing among the affected parties
as soon as practicable.

ARTICLE VIl: EXECUTION

1. This FISMOU will be effective from the date of its execution
by the SIB, the CFTC and any U.S. SRO and relevant U.K. SRO;
thereafter, it shall be effective as to each U.S. SRO or U.K. SRO

from the date of its execution by zuch U.S. SRO or U.K. SRO.



2. Any U.S. self-regulatory organizaticn (as defined in Rule

1.3{ee) promulgated under the CEA) cor U.K. self-requlating

organisation (that is recognized pursuant to Section 10 of the

FSA) may become a party to this FISMOU by executing a counterpart

hereof together with the CFTC and SIB and providing notice to the

other U.S. SROs and U.K. SROs thereof that are parties to this

FISMOU. The executed ccunterpart shall be deemed to be a part of

the original FISMOU.

ARTICLE VITIT: CONTACT OFFICERS

Information shall be exchanged pursuant to this FISMOU

through the contact officers identified in Appendix A or their

designees.,

ARTICLE IX: TERMINATION

Any party may terminate its participation in this FISMOU

provided it furnishes the other parties with at least 120 days

prior written notice.

DATED this 13th day of Sept., 1988

United States Commodity
Futures Trading Commission

by

Board of Trade of the City
of Chicago

by

Chicago Mercantile Exchange

by

Securities and Investments
Board

by

The Association of Futures
Brokers and Dealers Limited

by

The Securities Association
Limited

by

‘ A/" '}’ ’L



Commodity Exchange, Inc.

by

New York Mercantile Exchange

by

National Futures Association

by

n £
N

15 ~

Coffee, Sdgar i%;z?da Exchange Inc.
A )

bY'/’J/eJqu$’/ P ST

.

Investment Management
Requlatory Organisation Ltd.

by
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LPPENDIX A
CONTACT OFFICERS

United States Commodity Putures Trading Commission

2033 K Street N.W.

Washington, D.C. 20581

U.5.A.

Attention: Director, Division of Trading and Markets
Telephone (202) 254-8955 or 254-6488 TFax (202) 254-6265

Securities and Investments Board

3 Royal Exchange Buildings

London EC3V 3NL

England

Attention: Director, Regulation
Telephone 01 283-2474 Fax 01 929-0433

Board of Trade of the City of Chicago

141 West Jackson Boulevard

Chicago, Illinois 60604

U.S.A.

Attention: Administrator, Office of Investigations an Audits
Telephone (312} 435-3659 Fax (312) 435-7170

Chicago Mercantile Exchange

30 South Wacker Drive

Chicago, Illinois 60606

U.S.A.

Attention: Vice President, Audit Department
Telephone (312) 930-3230 Fax (312) 930-3187

Commodity Exchange, Inc.

Four World Trade Center

New York, New York 10048

U.S.A.

Attention: Vice President, Compliance
Telephone {212) 938-2943 Fax (212) 432-1154

The Association of Futures Brokers and Dealers Limited
B Section 5th Floor Plantation House

5-8 Mincing Lane

London EC3M 3DX

England

Attention: Head of Enfcrcement

Telephone 01 626-9763 Fax 01 626-9760

The Securities Association Limited
The Stock Exchange Building
London EC2Z2N 1EQ

England
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Attention: Director of Enforcement
Telephone 01 256-9000 Fax 01 628-1052

New York Mercantile Exchange

Four World Trade Center

New York, New York 10048

U.S.A.

Attention: Vice Pregident, Financial Surveillance
Telephone (212) 938-2238 Fax (212) 938-7954

National Futures Asscciation

200 West Madison Street

Chicago, Illinois 60606

U.S.A.

Attention: Vice President-Compliance
Telephone (312) 781-1320 PFax {312) 781-1467

Investment Management Regulatory Organisation Limited
Centre Polnt

103 New Oxford Street

London WC1A 1PT

England

Attention: Director of Membership

Telephone 11 379-0601 Fax 01 379-4121




EXHIBIT 1

[ Relevant U.K Regulator]
[ Designated U.S. SRO}
[ CFTC]

Re: Waiver of Financial Requirements
Dear [appropriate officiall:

Company is a registered futures commission merchant in the
United States with a branch office in the United Kingdom. Our
current designated self-requlatory organization ("SRO") is

. The Company wishes to continue to engage in

business in the United Kingdom without being subject to the
financial regulation rules of the Financial Services Act of 1986
("FSA"). Section 50 of the FSA and parallel provisions in the
rulebooks of the U.K. SROs provide authority for the Securities
and Investments Board ("SIB") or U.K. SRO to waive application of
those financial regulation rules where it finds that compliance
would be unduly burdensome and waiver would not result in undue
risk to investors.

Company recognizes the SIB’'s and U.K. SRCs’ obligations to
assure that entities operating in the United Kingdom are fit and
proper to do so. Company understands that the SIB, the Commodity

Futures Trading Commission ("CFTC"), certain U.S. SROs and




Consent Letter
Page 2
certain U.XK. SROs have entered into a Financial Information
Sharing Memorandum of Understanding (“FISMOU"). Company also
understands that the FISMOU is intended to establish a lead
regulator structure whereby the SIB and/or the U.K. SROs will
waive their financial requlation rules and will rely instead on
certain information supplied by our designated self-requlatory
organization, which may change from time to time, to assure
themselves that it is appropriate for Company to continue to
operate its U.K. branch office. Such information will consist of
reviews of periodic financial reports, early warning notices,
notification of high risk classification, and any other
information reasonably related to the financial condition of
Company or any affiliate or subsidiary for which it files
consolidated financial statements requested by the SIB and/or
U.XK. SROs.

In consideration of the relevant U.K. requlator waiving its
relevant financial regulation rules, the Company hereby:
(1) consents to the release of information and representations
regarding that information made pursuant to the FISMOU with
respect to itself and any affected subsidiaries or affiliates for
which it files consolidated financial statements, (2) represents
that it will not, and such subsidiaries and affiliates will not,
assert any claim of any kind against any of the parties to the
FISMOU for any liability, loss or damage resulting from or
claimed to have resulted from any delays, inaccuracies, errors or

omissions with respect to the provision of information pursuant
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to the FISMOU, the improper use of the information, any
representations regarding that information, the failure to
provide any such information or representation, or the release of
any such information or representation, and {(3) agrees to
indemnify and hold harmless its designated U.S. SRO, and any
successor thereto, for any judgment, settlement, award, fine,
penalty or other expense {including attorney’s fees and costs)
incurred by such designated U.S. SRO in any action, claim or
controversy against such designated U.S. SRO in whole or in part
arising out of the provision of information under the FISMOU, any
delays, inaccuracies, errors or omissions with respect to such
provision of information, any representation regarding that
information as provided under the FISMOU, the improper use of the
information, or the failure to provide any such information or
representation; Provided, however, that no settlement shall be
made by such U.S. SRO in any such action, claim or controversy

without the prior written consent of the Company; and Provided

further, that the Company may assume, at its sole expense, the
defense or representation of the U.S. SRO in any such action,
claim or controversy upon a showing, satisfactory to the U.S.
SRO, that the Company is and will remain able to satisfy all
expenses {as hereinabove defined} that may be incurred by the
U.S. SRO as a result of such action, claim or coatroversy.
Subject to the provisions of Article IV, the Company hereby
consents, to the extent of its legal capacity, that information

provided about its financial viability under paragraph 3(a) of

e

R
i \e‘ ,
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Article ITII of the FISMOU by the CFTC teo the SIB that does not
involve the disclosure of customer positions or other information
protected by Section 8 of the Commodity Exchange Act may be
disclosed by SIB to a U.K. SRO.

We trust that the information contained herein is sufficient
to permit the granting of the waiver to Company of the financial
requlations that deal with capital adequacy. If you need any

further information, please feel free to contact .

Thank yon for your attention to this matter.

Very truly yours,

Approprlate Officer With
Authority to Act for the Firm

cc: Andrea M. Corcoran, CFTC
Designated U.S. SRO




FINANCIAL INFORMATION SHARING
MEMORANDUM OF UNDPTRSTANDING

ARTICLE I: GENERAL

The United States Commodity Futures Trading Commission
(“CFrC"), an independent regulatory agency of the U.S. govern-
ment, the Securities and Investments Board ("SIB"), a "designated
agency" to which statutory powers have been transferred under the
Financial Services Act of 1986 ("FSA") of the government of the
United Kingdom and the self-reqgulatory organizations in the
United States ("U.S. SROs") and in the United Kingdom ("U.K.
SROs"), as defined in Article II and subscribed hereto, have
reached the following understanding with respect to futures
commisgion merchants ("FCMs") that are applicants or designated
members, as defined in Article II.

Section 50 of the FSA and parallel provisions in the
Rulebooks of the U.K. SROs provide authority for the SIB or a
U.K. SRO toc waive application of those Financial Regulation Rules
that deal with capital adequacy, where it finds that compliance
would be unduly burdensome and waiver would not result in undue
risk to customers. As part of their responsibilities under the
Commodity Exchange Act ("CEA"), the CFTC and U.S. SROs monitor
the capital adequacy of the aforesaid FCMs consistent with
financial regquirements promulgated under the CEA, and parallel
financial requirements of the U.S. SROs, which have been approved

by the CFTC. In consideration of these responsibilities, the

F)H



applicability of such requirements and the understanding with
respect to the exchange of information set forth below, the SIB
and the U.K. SROs will not require designated member FCHMs to
comply with their respective capital adequacy requirements and
any reporting standards relating sclely to the measure or
maintenance of capital adequacy. This understanding does not
prevent a party from requesting other information from a
designated member or the other parties hereto.
ARTICLE I1: DEFINITIONS
1. For purposes of this Financial Information Sharing
Memorandum of Understanding {("FISMOU”}:
(a) “Applicant” means an FCM registered with the CFTC that
is a member of a U.S. SRO that is a party to this
FISMOU, that is a person that has requested
authorization from its relevant U.X. regulator to
establish a branch or to otherwise carry on an
jinvestment business in the United Kingdom ("U.K.") and
that has requested that those Financial Regqulation
Rules that deal with capital adequacy be waived by the
SIB and the relevant U.K. SRO. In order to be an
applicant, an FCM must complete three originals of a
signed cecnsent in the form of the consent annexed as
Exhibit 1 hereto and made a part hereof, addressed to

the relevant U.X. regulator, such FCM's designated U,S.

SRO and the CFTC.




(b)

(e)

{d)

"Degignated mwember” means an FCH registered under the
CEAR that is a member of a U.S8. SRC that is a party to
this FISMOU, that has a branch or otherwise carries on
an investment business in the U.K., that is an author-
ized or interim authorired person under the FSA for
which those FPinancial Requlation Rules that deal with
capital adequacy have been waived by the SIB or the
relevant U,.K. regulator. In order tc be a designated
member, an FCM must complete three originals of a
signed consent in the form of the consent annexed as
Exhibit 1 hereto and made a part hereof, addressed to
the relevant U.K. regulator, such FCM's designated U.S,
SRO and the CFTC.

“Designated U.S. self-requlatory organization® or “des-
ignated U.$. SRO" means a U.5. SRO that has primary
responsibility for examining a member FCM for
compliance with minimum financial and related reporting
requirement.s under CFT! oversight (i} pursuant to
Section 4f(2) of the CEA and Rule 1.52 premulgated
thereunder, and in accordance with a joint audit plan
approved by the CFTC under that rule, or (ii) because
the member FCM is a member solely of that U.S. SRO.
"Form 1-FR-FCM filing" means the financial report filed
pursuant to Rule 1.10 under the CEA by an FCM on at

least a semiannual basis with its designated U.S. SRO.



(e)

(£)

(9)
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"Joint Audit Committeé" means that certain committee of
representatives of all U.S. SROs which was 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.
"Relevant U.K. regulator" means (i) where the FCM has
been authorized under the FSA through membership in a
single U.K. SRO, the U.K. SRO of which the FCM is a
member, {ii) where the FCM has been authorized under
the FSA through membership in more than one U.K. SRO,
the U.K. SRO that the U.K. SROs have agreed should be
the recipient of information under this FISMOU, or
(iii) the SIB, where the FCM has been interim
authorized or authorized by SIB under the FSA.

"Rule 1.12 telegram" means the telegraphic or written
notice filed by an FCM with its designated U.S. SRO and
the CFTC pursuant to Rule 1.12 promulgated under the
CEA if the FCM‘s (i) adjusted net capital falls below
the minimum required by an applicable capital rule,
(ii) adjusted net capital falls below 150 percent of
the minimum required by an applicable capital rule,
(iii) books and records are not current, (iv) account-
ing system, accounting controls, procedures for safe-
guarding customer and firm assets or the practices and
procedures specified in Rule 1.16(d) (1) promulgated

under the CEA, contain a material inadequacy, as

J ’];j,/.'
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defined in Rule 1.16(d)(2) promulgated under the CEA,
or (v) carried accounts include an account which is
undermargined by an amount which exceeds the firm’s

adjusted net capital.

{h} "U.S. self-regulatory organization" or "U.S. SRO" means
the Board of Trade of the City of Chicago, the Chicago
Mercantile Exchange, the Commodity Exchange, Inc., New
York Mercantile Exchange, National Futures Association
or any other self-regulatory organization as defined in
Rule 1.3(ee) promulgated under the CEA that becomes a
party to this FISMOU in accordance with Article VII.

(i) "U.K. self-requlating organisation” or "U.K. SRO" means
the Association of Futures Brokers and Dealers, The
Securities Association or any other self-regqulating
organisation that has been recognized pursuant to
Section 10 of the FSA and is or becomes a party to this
FISMOU in accordance with Article VII.

ARTICLE JIIY: EXCHANGE OF INFORMATION

1. (a} Each U.S. SRO will provide to the relevant U.K.
regulator, commencing with the first filing due after the
effective date hereof as to that U.S. SRO, as promptly as
practicable after receipt of the relevant report, the following
information with respect to a designated member for which it is
the designated U.S. SRO.

(i) Copies of the cover sheet used by the U.S. SRO in its

review of each Form 1-FR-FCM filing. The U.S. SRO will
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represent that it has reviewed the Form 1-FR-FCM filing

and that, based solely on its review of the information

in that filing, it has no reason to believe (or it has

reason to believe) that there exists a violation of the

minimum adjusted net capital requirement set forth in

Rule 1.17 promulgated under the CEA. The U.S. SRO also

will provide a copy of the Form 1-FR-FCM upon request

of the relevant U.K. regulator.

{ii) Copies of Rule 1.12 telegrams.

(iii) Notification if the designated member is classified as
high risk under the Joint Audit Committee criteria,
e.d., the ratio of customers’ equities to the firm’s
adjusted net capital as calculated pursuant to the ap-
plicable capital rule exceeds 15 to 1.

{(b) BEach U.S. SRO will provide the relevant U.K. regulator
as promptly as practicable upon request the following information
with respect to an applicant for which it is the designated U.S.
SRO.

(i) Copies of the cover sheet used by the U.,S. SRO in its

review of the most recest Form 1-FR~-FCM filing. The
U.S. SRO will represent that the copy provided is the
cover sheet with respect to the most recent Form
1-FR-FCM filing, that it has reviewed such filing and
that, based solely on its review of the information in
that filing, it has no reason to believe (or it has

reason to believe) that there exists a violation of the

i )
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minimum adjusted net capital requirement set forth in
Rule 1.17 promulgated under the CEA. The U.S. SRO will
also provide a copy of the most recent Form 1-FR-FCM
upon request of the relevant U.K. regulator.

(ii) Copies of Rule 1.12 telegrams since the "as of" date of

the most recent 1-FR-FCM filing.

(iii) Notification if the applicant is classified

as high risk under the Joint Audit Committee criteria,
e.q., the ratio of customers’ equities to the firm's
adjusted net capital as calculated pursuant to the ap-
plicable capital rule exceeds 15 to 1.
2. (a) Notwithstanding any other provision of this FISMOU, if
information is provided by a U.S. SRC to the relevant U.K.
reqgulator pursuant to paragraph 1l(a) of this Article III, such
information need not be provided by that U.S. SRO to any other
U.K. SRO or U.K. requlator; provided further, however, that
subject to Article IV, such U.K. SRO directly may furnish such
information to another U.K. SRO or U.K. regqulator.

(b) If any relevant U.K. regulator agrees to indemnify any
regulatory or self-requlatory authority in the United States or
any other country in connection with the receipt of information
or representations similar to that described in paragraphs 1l(a)
or 1(b) of this Article III, the relevant U.K. requlator must
make such indemnity arrangement available to each U.S. SRO
providing it with information under paragraphs 1l(a) or 1(b) of

this Article III.



3. (a) The CFTC will use its best efforts to notify the SIB if
it becomes aware, through a U.S. SRO or otherwise, that an event
has occurred that, in the sole judgment of the CFTC, materially
and adversely affects the financial or operational viability of
an applicant or a designated member.

(b) The relevant U.K. regulator will use its best efforts
to notify and discuss with the CFTC if it becomes aware, through
a U.K. SRO or otherwise, of a substantial financial, operational
or other problem at a United Kingdom braich of, or as a result of
investment business conducted in the U.K. by, a designated
member. The CFTC may make information received pursuant to this
paragraph available to a U.S. SRO.

(¢} The SIB or the relevant U.K. SRO will use its best
efforts to notify and discuss with the CFTC if it becomes aware,
through a U.K. SRO or otherwise, of any information which in its
respective judgment affects the financial or operational
viability of a U.K.-domiciled firm doing business in the U.S.
under a comparability exemption granted pursuant to Rule 30.10
promulgated under the CEA which may defer to the financial
regulation rules of the SIB and the relevant U.K. SRO. The CFTC
may make information received pursuant to this paragraph 3(c)
available to National Futures Association.

4. Where an indemnity, or other mutually acceptable
arrangement, for protecting the exchange of information is in
place between a designated U.S. SRO and a relevant U.K. SRO,

notification, information, and representations by the relevant

.
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U.K. SRO under paragraphs 3{b) of this Article III, and
notification and information as to an event which in a designated
U.S. SRO’'s sole judgment materially and adversely affects the
financial or operational viability of an applicant or designated
member also may be exchanged directly between the designated U.S.
SRC and relevant U.K. SRO. A copy of the applicable agreement
will be provided to the CFTC by the designated U.S. SRC and to
the SIB by the relevant U.K. SRO.

5. Where SIB or a U.K. SRO intends to take action in relation
to a designated member or an applicant on the basis of informa-
tion supplied by the CFTC, or a designated U.S. SRO, pursuant to
this FISMOU, SIB or such U.K. SRO, as appropriate, will to the
extent practicable give prior notice to the CFTC and the

designated U.S. SRO.

ARTICLE TV: CONFIDENTIALITY OF INFORMATION

1. (a) Each party to this FISMOU has advised the other parties of
the rules, regulations and procedures which govern the
maintenance of confidentiality of information exchanged
hereunder. Each party will comply with its procedures for
maintaining confidentiality and will advise the SIB or the CFTC
as appropriate of any changes therein.

[(b) Each party to this FISMOU will keep confidential to the
extent permitted by law any information exchanged between the
parties pursuant to this FISMOU under Article III, provided that
such information may be disclosed in appropriate circumstances in

accordance with this FISMOU and otherwise under applicable law to

:l D
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any person
CFTC, SIB,
Industry {
(U.K.), Bo
Department
Securities
Protection
government

self-requl

- 10 -

associated with or employed by the U.S. Congress,
Bank of England, the U.K. Department of Trade and
Insurance Division] (U.K.), the Serious Fraud Office
ard of Governors of the Federal Reserve System, U.S.
of the Treasury, U.S. Department of Justice, U.S.
and Exchange Commission, U.S. Securities Investor
Corporation, a receiver, any agency of the federal
or of a state government in the U.S., U.S.

atory organizations (as defined in Rule 1.3(ee)

promulgated under the CEA) or U.K. self-requlating organisations

(that are

recognized pursuant to Section 10 of the FSA) pursuant

to their use for the purpose of:

(i)

(ii)

securing compliance with or enforcement of or conduct-
ing any investigation relating to the statutes, rules
and requirements of the United States or the United
Kingdom or the rules of the U.S. self-regulatory
organization (as defined in Rule 1.3(ee) promulgated
under the CEA) or U.K. self-regulating organisation
(that is recognized pursuant to Section 10 of the FSA)
or

conducting a civil or administrative enforcement or
receivership proceeding or other U.S. self-requlatory
organization (as defined in Rule l.3(ee) promulgated
under the CEA) or U.K. self-requlating organisation
(that is rccognized pursuant to Section 10 of the FSa)

disciplinary proceeaing, assisting in a criminal

Y
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prosecution, or conducting any investigation related
thereto for any possible violation related to the
statutes, rules or requirements specified in
subparagraph 1(b)(i) of this Article IV.
(c) The SIB will keep confidential and will not disclose to
other parties to this FISMOU or otherwise any information
received from the CFTC pursuant to this FISMOU under paragraph

3(a) of Article III, provided that such information may be

disclosed in connection with an adjudicatory action or proceeding
brought under the laws of the U.K. or the rules and requirements
of the SIB in the U.K. or the SIB is a party thereto or, provided
further, that such information may be provided by the SIB to a
U.K. SRO if applicable U.S. and U.K. law permits or if the
designated member provides such consents to the CFTC and the SIB
as may be legally effective to permit such disclosure.

2. Except as contemplated in paragraph 1(b) of this Article IV,
if any party to this FISMOU receiving information pursuant to
this FISMOU becomes aware that such information has been received
by any person that is not a party to this FISMOU, it shall inform
the party providing the information and will thereafter use its
best efforts to ensure that such information will not be used in
any way that involves disclosure not permitted by this FISMOU.

3. If a party which receives information pursuant to this FISMOU
receives any legally enforceable demand for such information,

such party will to the best of its ability, prior to complying

with the demand, promptly notify the party who provided such
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information, and assert appropriate legal exemptions or
privileges with respect to such information as may be available.
4. Upon the execution of this FISMOU, the CFTC and the SIB will
exchange lists of the designated members and applicants and the
designated U.S. SRO and relevant U.K. regulator with respect to
each. Thereafter, the SIB and CFTC will report any changes as to
the relevant U.K. regulator and the designated U.S. SRO. When an
applicant applies to a relevant U.K. regulator for a waiver cf
its financial regulation rules, the relevant U.K. regulator will
advise the CFTC and the designated U.S. SRO reported by the
applicant. The designated U.S. SRO will confirm in writing to
the SIB its status as such.

ARTICLE V: LIMITATIONS OF LIABILITY

1. The parties to this FISMOU and their respective commission-
ers, directors, officers, employees or agents shall not be liable
to the other parties to this FISMOU and their respective commis-
sioners, directors, officers, employees or agents for any liabil-
ity, loss or damage resulting from or claimed to have resulted
from any delays, inaccuracies, errors or omissions with respect
to the provision of information or any representation regarding
that information as provided hereby or the failure to provide any
such information or representation. It is understood that the
information is being supplied on a best efforts basis and no war-
ranties, expressed or implied, are made by the parti=zs with re-

spect to the information to be furnished hereunder.

ey
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2. The provisions of this FISMOU shall not give rise to the
right on the part of any non-party to this FISMOU, directly or
indirectly, to obtain any information or to challenge the execu-
tion of a request for information or the furnishing of any infor-
mation or representation under this FISMOU. WNothing in this
FISMOU shall entitle any person, entity or government authority
to any rights as a third party beneficiary.

ARTICLE VI: DISPUTES AND CONSULTATIONS

1. The parties will engage in consultations with respect to
this FISMOU with a view to improving its operation and resolving
any issues that may arise. The parties will also use their best
efforts to notify each other of significant financial rule
changes.

2, Except for the limitation on disclosure of information set
forth in paragraph 1l(c) of Article IV of this FISMOU, any of the
conditions of this FISMOU may be amended, relaxed or waived by
mutual agreement of the CFTC, SIB, the relevant U.K. regulator
and the designated U.S. SRO. Any such amendment, relaxation, or
waiver shall be confirmed in writing among the affected parties
as soon as practicable.

ARTICLE VII: EXECUTICN

1. This FISMOU will be effective from the date of its execution
by the SIB, the CFTC and any U.S. SRO and relevant U.K. SRO;
thereafter, it shall be effective as to each U.S. SRC or U.K. SRO

from the date of its execution by such U.S. SRO or U.K. SRO.

Py g
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2. BAny U.S. self-regulatory organization (as defined in Rule
1l.3({ee) promulgated under the CEA)} or U.K. self-regulating
organisation {that is recognized pursuant to Section 10 of the
FSA) may become a party to this FISMOU by executing a counterpart
hereof together with the CFTC and SIB and providing notice to the
other U.S. SROs and U.K. SROs thereof that are parties to this
FISMOU. The executed counterpart shall be deemed to be a part of
the original FISMOU.

ARTICLE VIII: CONTACT OFFICERS

Information shall be exchanged pursuant to this FISMOU
through the contact officers identified in Appendix A or their
desiqgnees.

ARTICLE IX: TERMINATION

Any party may terminate its participation in this FISMOU

provided it furnishes the other parties with at least 120 days

prior written notice.

DATED this 17th day of October

United States Commodity
Futures Trading Commission

by

Board of Trade of the City
of Chicago

by

Chicago Mercantile Exchange

by

1988

Securities and Investments
Board

by

The Association of Futures
Brokers and Dealers Limited

by

The Securities Association
Limited

by




Commodity Exchange, Inc.

by

New York Mercantile Exchange

by

National Futures Association

by

Coffee, Sugar & Cocoa Exchange Inc.

by

Newj{zit FuturVZ/Exchang Inc.
A Y M v

Investment Management
Regulatory Organisation Ltd.

by




APPENDIX A

CONTACT OFFICERS

United States Commodity Futures Trading Commission

2033 K Street N.W.

Washington, D.C. 20581

U.5.A.

Attention: Director, Division of Trading and Markets
Telephone (202) 254-8955 or 254-6488 Fax (202) 254-6265

Securities and Investments Board

3 Royal Exchange Buildings

London EC3V 3NL

England

Attention: Directer, Regulation
Telephone 01 283-2474 Fax 01 929-0433

Board of Trade of the City of Chicago

141 West Jackson Boulevard

Chicago, Illinois 60604

U.S.A.

Attention: Administrator, Office of Investigations and Audits
Telephone (312) 435-3659 Fax (312) 435-7170

Chicago Mercantile Exchange

30 Scuth Wacker Drive

Chicago, Illinois 60606

U.S.A.

Attention: Vice President, Audit Department
Telephone (312) 930-3230 Fax (312) 930-3187

Commodity Exchange, Inc.

Four World Trade Center

New York, New York 10048

U.S.A.

Atterntion: Vice President, Compliance
Telephone (212) 938-2943 Fax (212) 432-1154

The Association of Futures Brokers and Dealers Limited
B Section 5th Floor Plantation Bouse

5-8 Mincing Lane

London EC3M 3DX

England

Attention: Head of Enforcement

Telephone 01 626-9763 Fax 01 626-9760

The Securities Association Limited
The Stock Exchange Building
London EC2N 1lEQ

England
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Attention: Director of Enforcement
Telephone 01 256-9000 Fax 01 628-1052

New York Mercantile Exchange

Four World Trade Center

New York, New York 10048

U.S.A.

Attention: Vice President, Financial Surveillance
Telephone (212) 938-2238 Fax (212) 938-7954

National Futures Association

200 West Madison Street

Chicago, Illinois 60606

U.S.A.

Attention: Vice President-Compliance
Telephone (312) 781-1320 Fax (312) 781-1467

Investment Management Regulatory Organisation Limited
Centre Point

103 New Oxford Street

London WC1lA 1PT

England

Attention: Director of Membership

Telephone 01 379-0601 Fax 01 379-4121

New York Futures Exchange, Inc.

20 Broad Street

New York, New York 10005

U.S.A.

Attention: Vice President-Regulations & Surveillance
Telephone (212) 656-6928 Fax (212) 6§56-5557




EXHIBIT 1

[ Relevant U.K Regulator]
[ Designated U.S. SRO]
[ CFTC]

Re: Waiver of Financial Requirements
Dear [appropriate official]:

Company is a registered futures commission merchant in the
United States with a branch office in the United Kingdom. Our
current designated self-regulatory organization ("SRO") is

. The Company wishes to continue to engage in

business in the United Kingdom without being subject to the
financial regulation rules of the Financial Services Act of 1986
("FSA"). Section 50 of the FSA and parallel provisions in the
rulebooks of the U.K. SROs provide authority for the Securities
and Investments Board ("SIB") or U.K. SRO to waive application of
those financial regulation rules where it finds that compliance
would be unduly burdensome and waiver would not result in undue
risk to investors.

Company recognizes the SIB’s and U.K. SROs’ obligations to
assure that entities operating in the United Kingdom are fit and
proper to do so. Company understands that the SIB, the Commodity

Futures Trading Commission ("CFTC"), certain U.S. SROs and

i
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Consent Letter
Page 2
certain U.K. SROs have entered into a Financial Information
Sharing Memorandum of Understanding ("FISMOU”). Company also
understands that the FISMOU is intended to establish a lead
regulator structure whereby the SIB and/or the U.K. SROs will
waive their financial regulation rules and will rely instead on
certain information supplied by our designated self-requlatory
organization, which may change from time to time, to assure
themselves that it is appropriate for Company to continue to
operate its U.K. branch office. Such information will consist of
reviews of periodic financial reports, early warning notices,
notification of high risk classification, and any other
information reasonably related to the financial condition of
Company or any affiliate or subsidiary for which it files
consolidated financial statements requested by the SIB and/or
U.K. SROs.

In consideration of the relevant U.K. regulator waiving its
relevant financial regulation rules, the Company hereby:
{1) consents to the release of information and representations
regarding that information made pursuant to the FISMOU with
respect to itself and any affected subsidiaries or affiliates for
which it files consolidated financial statements, (2) represents
that it will not, and such subsidiaries and affiliates will not,
assert any claim of any kind against any of the parties to the
FISMOU for any liability, loss or damage resulting from or
claimed to have resulted from any delays, inaccuracies, errors or

omissions with respect to the provision of information pursuant

!
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to the FISMOU, the improper use of the information, any
representations regarding that information, the failure to
provide any such information or representation, or the release of
any such information or representation, and (3) agrees to
indemnify and hold harmless its designated U.S. SRO, and any
successor thereto, for any -judgment, settlement, award, fine,
penalty or other expense ({including attcrney’'s fees and costs)
incurred by such designated U.£. SRO in any action, claim or
controversy against such designated U.S. SRO in whole or in part
arising out of the provision of information under the FISMOU, any
delays, inaccuracies, errors or omissions with respect to such
provision of information, any representation regarding tanat
information as provided under the FISMOU, the improper use of the
information, or the failure to provide any such information or
representation; Provided, however, that no settlement shall be
made by such U.S. SKO in any such action, claim or controversy
without the prior written consent of the Company; and Provided
further, that the Company may assume, at its sole expense, the
defense or representation of the U.S. SRO in any such action,
claim or controversy upon a showing, satisfactory to the U.S.
SRO, that the Company is and will remain able to satisfy all
expenses (as hereinabove defined) that may be incurred by the
U.S. SRO as a result of such action, claim or controversy.
Subject to the provisions of Article IV, the Company hereby
consents, to the extent of its legal capacity, that information

provided about its financial viability under paragraph 3(a) of
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Article ITII of the FISMOU by the CFTC to the SIB that does not
involve the disclosure of customer positions or other information
protected by Section 8 of the Commodity Exchange Act may be
disclosed by SIB to a U.K. SRO.

We trust that the information contained herein is sufficient
to permit the granting of the waiver to Company of the financial
regulations that deal with capital adequacy. If you need any

further information, please feel free to contact

Thank you for your attention to this matter.

Very truly yours,

Appropriate Officer With
Authority to Act for the Firm

cc:  Andrea M. Corcoran, CFTC
Designated U.S. SRO




