FINANCIAL INFORMATION SHARING
MEMORANDUM OF UNDERSTANDING

CLE & NERAL :

The Unlted States Commodlty Futures Tradlng ‘Commission
(“CFTC ), ‘an 1ndependent regulatory egency of the U.B. govern-
ment, the Securltles 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 folicwina understanding with respect to futures
commrssron merchan,s {“FLMs ) thac are appllcants or des;gnated
__members. as defined in Artlcle II. _ _

Section 50 of the FSA and parellel provisions in the

. Rulebooks of the U.K. SROs provxde authorlty for the SIB or a
U.K. SRO te waive applicetienio:-rhose Fineneiel_Regulation Rules
that deal witn‘cepital edeQuaey,uwhere it finds rhat.compliance.

" would Be unduly burdensome and“weiver would not result in undue
rlsk ?o customers._ As part of thelr respon31bllltles under the
Commodity Exchange Act ("CEA“), the CFTC and U.S. SROs monitor
the capltal adequacy of the aforesald FCMs con51stent with
flnanclal requlrements promulgated under the CEA and parallel
flnanCLal requ;rements of_the‘U.S. SROs, whlch 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 reportlng standards. relatlng solely to the measure or
_malntenance of capital adequacy. ‘This understandlng does not
prevent a party from requesting other information frem a
designeted member or the other parties hereto.
ARTICLE IT: DEFINITIONS
1. For purposes of this Financial Inforﬁation 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
.fISHOU, that,ie_a personethat has requested
.enfhorizaﬁion from ite.xeleﬁent;ﬁ;K}'regulator'to
eetablish a branch or to otherwiee carry on an
investment business in the United Kingdom (*U.KQ‘) and
" that nae reouested fhat_fhoee Financial Regulation
Ruies tnat oeai with capitel'adequaoy be waived by the
SIB and tﬁe relevant'U_K._éROQ In order to be an
appllcant, an FCM must complete three orlglnals of a
signed consent in the form of the consent annexed as
Exh;blt llhereto and made a pa:t 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 cafries on
an investment business in the U.XK., that is an”dutﬁqrj
ized or interim authorized person under the FSA for |
which those ?inanciallRegulatioﬁ Rules that deal with.
capital adeguacy 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. regulator, such FCM's designated U.S.
SRO and the CFTC.

(c) “"Designated U.S. seiffregulatory organization" or "des-

"ignated,U;s; SROf-meaps a'U.S.-SﬁO that has primary
responsibility fbr-examiﬁing'a'member FCM for
compliance with'minimum-financial and related reporting
.réquifemedts under.CFTCfdﬁersight Ki)_pﬁrSuant to
Sectibn 4f(2);§f_tﬁe CE§;aq§5ﬁn1eI1.52_promulgated
thereﬁhdef, aha“iﬁfaqcordahée Qiﬁh a.joint audit plan
approved .by thg.CFTC undgr‘that rule, or'(ii) because
tﬁe meﬁbér FCH‘is"a member.éélely of that U.S. SRO.

(d} "Form 1-FR-FCM filiﬁ§" meané-the financial report filed
pursuﬁnt'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 financial surveillance, plans,
Lp011c1es and procedures, partlcularly with respect to

. FCMs that are members of more than one U. S. SRO.

(f) "Relevant U.K. regulator" 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 then 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.

(g)--“Rule_l;lz telegram” meane the telegraphic'cr;written
‘notice filed -'55»_ an FCM with its designated U.S. SRO and
the CFTC pursuant to Rule 1.12 promulgated'under the
CEA 1f the FCM's (1) adjusted net capltal falls below
the mlnlmum requlred by an appllcable capltal rule,
(ii) adjusted net capltal falls below 150 percent of
the minimum required -by an appllcable cap1ta1 rule,
(iii)-bocks-anajrecorde ere_not cutrent,t(iv) account-
ipg systemg accounting controls, procedures for eafe-
guardingrcustomet'end firm aeeets ot'the practices and

‘prccedhres specified in'Rcle 1.16{d) (1) pfomclgated

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

(ﬁ) "U,S. self-regulatory orgacization" or "U.S. SRO" means
the Board of'Tfade of the City of Chicagc} the Chicago
Mercantile Exchange, the Commcditf 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 orgcnisation"-or "U.K. SRO" means
the gssociation of_FuturESLBrokers and Dealers, The
Securitics Association cr.any other sélf-regulating

:organisafion;thatchac been:teccgniZed pursuant to
Section 10-cf.the fSA and'ic or beccmés’a.PartY to this
FISMOU in accordance Wlth Article VII.

. ,&RTI_CLE IT 1 EXCHANGE OF INFORMATION

1. (a) Each U.S. SRO wlll prov1de to the relevant U K.

régulator, commencing w;th the flrst f;llng due after the

effective date hereof asfto-thaﬁ uU.s. SRd, as prcmptiy as
practicable after'receipt"of"the relevant report, the following

- information with rcspect to a designated member for which it is

the designated U.S. SRO. | -

(i) Copiés of the-covcr 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

‘reasod‘to believe) thet'there exists afviolation of the

minimum adjusted net capital requirement set forth in

Rule 1.17 ptomulgated-under the CEA. The b.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.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,

_(b}.ﬁach_U.Sf SRO wili p:ovide'the relevant U.K. regulator
as promptiy as'practieable upon request the following information
with respect to an applicant for which it is the.designated U.s.
SRO. o | |

(1) Coples 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 w111 represant that the copy prov;ded is the
cover sheet’ w1th respect to the most recent Form
1-FR-FCM filing, that it hes;reVLewed such filing and
that, based seleiy on its review of the information in
'thet'filing,tit has no reason_to_believe (or it has

reason to believe)'that there exists a violation 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 most recent Form 1-FR-FCM
upoﬂ request of the‘:qle§ant.U.K-'reédlator._
(ii) Copies of'Rule_1;12 teiégrams 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.g., the ratioc 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 p:ovided by a U.S. SRO to the relevant U.K.
regulaﬁﬁr pursuant td ﬁaragraph lI(a) of this Article I11, such

informatibn 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) 1f any_:eieﬁapt U,K.'rggﬁl&to;-agrees to indemnify any
fegulatory.or self-regﬁlaﬁory auﬁhorit§ in the United States or
any other. country in_gonnéctiéh with the'receipt-of iﬁformatiﬁn
or fepreseﬂtations'éimilar‘to th&tadescfibéd'ih paragréphs 1(a}
or 1(b) of this”Arti¢1§_III,_the relevant U.K. regulafor must
make such indemnity afraﬁgement.available to each U.S. SRO
providing it Qith_informatiqn'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 sole judgment.of the CFIC, materially

.and adversely-affectg-the_financial or eperationalﬁviahdlity of

an applicant or a desighated'member. |

(h) 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.

(¢) The SIB or the relevant U.K. SRO will use its best
efforts to-nqtify and discuss with the CFTC'if it becomes aware,

through a U.K. SRO or otherwise, of any -information which in its

.respedtive;judgment affects the financial or operational

viability of a U. K.-domiciled firm doing business in the U.S.

under a’ comparablllty exemptlon granted pursuant to Rule 30 10

promulgated under the CEA whlch may defer to the flnanc1a1
regulatlon'rules of the SIB and the relevant U K. 'SRO. The CFTC
may make lnformatlon recelved pursuant to this paragraph 3(c)
avallable to Nat10na1 Futures Assocratlon.

4. Where an lhdemnlty, or_other mutually acceptable
arrangement, for*protectihg the exchange.of information is in
place between.a;designated U.S. SRO and a relevant 6.K. SRO,

notification,-infbrﬁatioﬂ, andfrepresentations by the relevant



U.K. SRO under paragraphs 3(b) of this Article III, and
notification and informatioe as to an event which in a designated
U.S. SRO’'s sole judgment materielly and adversely affects the
financialjor-operational_eiability of an applicant or designated
membe: also may be exchenged directly between the designated U.S.
. "SRO and ﬁeiefant:ﬁ:ﬁ.'sROA A copy of'the.nppiicable agreement
will be previded 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 applieant 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
des;gnated U.S. SRO. |
TICLE Vi  CONFIDENTIATT Y OF NFORMAT N

(a) Each party to thlS FISMOU hae edv1sed the other parties of
the rules, regulatlons and procedures whlch govern the
maintenance of confldentlallty of informatlon exchanged
' hereunder, Each party will cqmp;y'w;;h;;ts_procedures for
‘maintainiﬁjfEOnfidentialitypeh& wiileadﬁise'theISIé or the CFTC
- as approprlate of any changes thereln.
(b) Each party to thls FISMOU wlll keep confldentlal to the
' extent perm;tted by law anyllnformatlon exchanged between the

‘ partles pursuant to thls FISMOU under Artlcle III, provided that

such 1nformatzon may be dlsclosed in approprlate c1rcumstances in

accordance with this FISMOU-end otherwxse under appllcable law to
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any person associated with or employed by the U.S5. Congress,

CFTC, SIB, Bank of England, the U.X. Department of Trade and

Industry [Insurance Division] (U.K.), the Serious Fraud Office

{U.K. ), Boa?d of Governpfs of the Federal Reserve System, U.S.

Department of the Treasury, U.S. Department of Justice, U.S.

~ Securities &ﬁd'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 l.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:

(1)

(ii)

securing complianpe with or gnforcément of ox conduct-
ing anf investigatioﬁ relating to the statutes, rules
and reguirements-ofjthe.Uaited States or the United
Kihgdom or the rﬁles 6f the U.s. self—reghlator&
organiza;ion.(as.definedlin Rule 1.3(ee) promulgated
under the CEA)'Qr’UJK.'sélﬁ—regulating organisation
(thaﬁ is fgcpgni%ed purﬁﬁaht'té.Section lq of tﬁe FSA)
or S R : : _
conducfing a civil or admihistrative'enfo;cemept or
receivéfship ﬁrbcéeding bf ;ther U.S. self-regﬁlatory
organizatiﬁn kas,definea in Ruie 1.3(ee) promulgated
under the CEA) of U.K. ééif-regulating organisation
(thatlis-reCOgning pursuant to Section 10 of the FSA)

disciplinafy,procéeding,-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
subparagrabh 1(b) (i) of this Article Iv. |
(c) The SIB will keep oopfidentiel and will not disclose to
;other'partiee.to this FISMOU or othérwise any infofﬁation
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, p;gg;ggg
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
-designeted member provides such consents to the'CFTC and the SIB
as may be 1egally effectlve to permlt such dlsclosure.

2. Except as contemplated in paragraph 1{b} of this Artlcle Iv,
if any party to this FISMOU recezvlng information pursuant to
this FISMOU becomes awvare that such lnformatlon has been received
by any person that is not a party to thls FISMOU, 1t shall inform
the party_prov1d1ng the Lnformatlon and wlll thereefter use its
best efforts to eosure that such informetion will not be used in
aﬁy waj that involves discloeure.not.permittedlby tﬁis FISMOU.

3. 1f a party which reéeiﬁes.informetibn-pursuant to this FISMOU
receives Any legally-enforceeble'demand for sﬁch'informatiOn,

- such party will to tﬁe 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 execqtion of this FISMOU, the CFTC and the SIB will
exchange lists §f ﬁhe.desiﬁnated members and applicants and the
deszgnated U.S. SRO and relevant U, R.Jregulator with respect to

. each. Thereafter, the SIB and CFTC will report any changes as to
the felevant U.K. regulator and the designated U.S. SRO. When an
applicant applies to a relevant U.K. regqulator for a waiver of
its financjal regulation rules, the relevant U.K. regulator will
advise the CFTC and the designated U.S. SRO reported by the
applicant. The designated U.8. 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 partiés-tﬁ this FISMOU and their.fespecﬁive commis-
sioners,-directors,-officérs,-employees or agents for any liabil-
_lty, loss or damage resultlng from or clalmed to have resulted
_from any delays, 1naccurac1es, errors or om1551ons with re5pec£
to the prov;51on of information or any representatlon regardlng
that information as provided hereby or the failure to provide-any
such information or répresenta£ion. .it is understood tﬁat thé
information is being supplied oﬁ 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 requesf fpr infdrm;tipn or the fUrnishingroﬁvany infor-.
matiqn or répresentatipn qndéf.éhiB_FISHOU, Nothing in this
FIéMOﬁ-shail gntitlé‘éﬁy pgrsbn, entity or éovérnment éuthority
to any rights as # 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 im paragraph l{c} of Artlcle Iv of thlB FISMOU any of the
~conditions of thls FISMOU may be amended, relaxed or walved by
‘mutual agreement of the CFTC, SIB, the'relevant U.K. regulator
.ﬁnd the designated U. S SRO.- Any such amendment, relaxatlon, or
_ walver shall be conflrmed 1n wrltlng among "the affected parties
Qs soon as practlcable. _

ARTICLE VII: FEXECUTION

1. This FISMOU wlll be effectlve from ‘the date of its’ executlon
_by the SIB, the CFTC and any U.S. SRO_and relgvant U.K. SRO;
thereafter, it shall be effective as.toleach U;S. SRO or U.K. SRO

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



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

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

organisation (that ies recognized pursuant to Section 10 of the

FSA) may bedome a farty to this FISMOU by executing a countexpart

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

othér U.S. SRO@'and'U;K{ SROs thereof that are parties to this

FISMOU. The exeéuted.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 2Appendix A or their

designees.

TICLE IX: TERMINATION

Any party may terminate its-participation in this FISMOU

provided 1t furnlshes the other partles with -at least 120 days

prior written notlce.

DATED thJ.s lst day of Sep. 1988

United States_Commodlty
. Futures Trading Commission

by

Board of Trade of the Clty
of Chicago .

by

Chicago Mercantile Exchange

by

Securltles and Investments
Board

by

The Assoclation -of Futures
Brokers and Dealers Limited

by

The Securities Association
Limited

by
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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 regulatlng
organlsatlon (that 15 recognlzed pursuant to Sectlon 10 of the
‘FSA) may become- a party to this FISMOU by executing a counterpart
hereof together w;th the CFTC and SIB and prondlng notxce to the
'othe: U.S. SR0Os and U.K. SROS thereof that are parties to thls
FISMOU. The exeouted counterpart shall be deemed to be a part of
the original FISMOU.
ARTICLE VIIL: CONTACT OFFICERS

Informationfshall be exchanged pursuant to this FISMOU
through the contact officers identified in Appendix A or their
designees. | - | |
ARTICLE IX: ERMINATION

Any party may termlnate 1ts part1c1pat1on 1n this FISMOU
--prov1ded 1t furnlshes the other part1e5'w1th at 1east 120 days
prior written notlce. | - ‘ |

'DATED thlslst_deyofSeﬁ,_lsss

_United States Commodity ' - - Securities and Investments
Futures Trading Commission - . =~ Board : :
Board of Trade of the City : -+ The Association of Futures
of Chicago B:okers‘and Dealers Limited
by Henmr . ,55 szu‘ by _

“Chicago Mercantlle Exchange ' -The Seourltles Assoc1atlon

- Limited :

by (L}c{um//f/*-nﬁ/?f/’ ._b'y_-
. L? 77 P
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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. 5e1f regulatlng |
organlsatlon (that is recognlzed pursuant to Seotlon 10 of the
'FSA) may become: a party to this FISMOU by executlng a _counterpart
hereof together wlth the CFTC ‘and ‘SIB and. provxdlng notice to the
other U. S. SROs end U‘K. SROs thereof that are partles to thls-
FISMOU. The executed counterpart shall be deemed to be a part of
the original FISMOU.
TICLE VIII: CONTACT OFFICERS

'Information shall be_exchanged pursuant to this FISMQU
through the contact officers identified in Appendix A or their
designees; .
ARTICLE IX: TERMiNATiou

Any party may termlnate lts part1c1pat1on in this FISMOU

f'_provlded it furnlshes the other partles with at least 120 days

-prlor wrltten notlce.

DATED thls 1st day o:E Sep., 1988

i Unlted States Commodlty _; . ffSecurltles and Investments
- Futures Trading Commission

) : _ Board
5 . i i o—

' Board of Trade of the City The Association of Futures
of Chicago - . _ . - Brokers and Dealers Limited
'Chicago'Mercantile Exchange “ .- The Securltles Assoc;atlon

T . - : o _ - lelt 2d :
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Commodlt xchange, Inc. . Investment Management
g Regulatory Organisation Ltd.

by
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Commodity Exchange, Inc.

by

'ﬁew'York.Meféantiiefﬁichénge

by.

_Natxonal Futures Assoclatlon:

//')7///,(; /{7

Investment Management

Regulatory Organisation Ltdg.

by -

g,

1_{

"



Commodity Exchange, Inc.

by

New Yérk'MerbéntileﬂEﬁchAngé;

by

- National Futures Association

K by A -

15

Investment Management
Regulatory Organisation Ltd.

A e haian

N
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Commodity Exchange, Inc. Investment Management
Regulatory Organisation Ltd.
by . :

.by

. ﬁew'York'nefcahéilé EXchaﬁée‘

by

National Futures Association C o

by

Coffee égagar ﬁ;ggggéjzxchange Inc.
w 4 )xzj/ o

e
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Commodity Exchange, Inc. Investment Management
Regulatory Organisation Ltd.
by
by
New York Mercantile Exchange
by . . : : -

National Futures Assodiation

by -
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Commodity Exchange, Inc.

by

New York Mercantile Exchange

by

National Futures Association

by

Coffee, Sugar & Cocoa Exchange Inc.

by

Newggfrk Fut174z Exchang Inc.
by 26l Y M ﬁﬂ

Investment Management
Regulatory Organisation Ltd.

by




