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LONDON NOTICE No. 3182

ISSUE DATE: 29 July 2009
EFFECTIVE DATE: 30 July 2009

OFFER AND SALE OF EQUITY AND INDEX OPTIONSIN THE UNITED STATES

REVISED DISCLOSURE DOCUMENT

Executive Summary

This Notice informs Members that the Exchange hasdd a revised Disclosure Document in light of

the implementation of the NYSE Liffe Clearing agaments on 30 July 2009.
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2.1

2.2

2.3

2.4

Introduction

This Notice informs Members of the London matkat the Exchange has issued a revised
Disclosure Document. Members should promptly sandopy of the revised Disclosure
Document to clients in the United States who araified to trade UK Equity Options and
FTSE 100 Index Options which are available on trendon market through LIFFE
CONNECT® and/or Bclear.

Procedurefor Offering and Selling Equity and Index Optionsin the United States

By virtue of the arrangements which the Excleahgs made with the US Securities and
Exchange Commission (“SEC”), Members of the Londarket may offer and sell so-called
“Approved Options” to prescribed Entities in the ited States (“US Entities”) under
specified conditions. A list of Approved Optiormsths Attachment 1 to this Notice.

The procedure for the sale in the US of Appdo@ptions is set out in General Notice No.
436, issued on 16 June 1992. It is made purswaftute 3.28.3 (Rules, Book II). The
procedure requires, among other things, Membefartosh US Entities with a copy of the
Disclosure Document entitled “Special Charactarsstand Risks of LIFFE Options on
Equities and Stock Indices” before selling Approv@ptions to US Entities. Members are
also required to furnish US Entities with such updaof that Document as may be issued by
the Exchange from time to time.

A revised Disclosure Document has been prepdmgdthe Exchange to reflect the
implementation of the NYSE Liffe Clearing arrangerseon 30 July 2009.

The revised Disclosure Document forms Attachr@eo this Notice.

Web site: www.nyx.com/liffe

The Euronext Derivatives Markets comprise the markets for derivatives operated by Euronext Amsterdam, Euronext
Brussels, Euronext Lisbon, Euronext Paris and LIFFE Administration and Management, referred to respectively as the
Amsterdam, Brussels, Lisbon, Paris and London markets. Euronext is part of the NYSE Euronext group.

Euronext N.V. | PO Box 19163 | 1000 GD Amsterdam | The Netherlands



25 In respect of US Entities which have previouslgeived the Disclosure Document (and in
respect of which Members have complied with thecpdure set out in General Notice No.
436), Members are:

(@) required to send promptly to such US Entitresupdated Disclosure Document; and

(b) permitted to execute trades on behalf of suéhBntities if the Member retains a
record to indicate that the amended Disclosure Bweu has been sent to that US
Entity. It is not necessary to obtain written domftion from the US Entity that the
Disclosure Document has been received.

2.6 In respect of a US Entity which has not presipureceived a copy of the Disclosure
Document, Members are required to follow in fulk forocedure set out in General Notice No.
436 (using the revised Disclosure Document andishef Approved Options attached to this
Notice) before transacting any business in Apprd@ptions with or for such US Entities.

For further information in relation to this Notiddembers should contact:

Laurence Walton +44 (0)20 7379 2782 Iwalton@nyx.com



Attachment 1 to London Notice No. 3182

List of Approved Optionsfor Saleto US Entitiesas of 28 July 2009

The following Index Options are Approved Options (&fined in General Notice No. 436):

Index Option TRSCode Exchange Contracts
FTSE 100 European style exercise ESX 129E
Flexible FTSE 100 European style exercis FLX 129F
Flexible FTSE 100 American style exercis XUK 129F

The options on the following UK company shares (t&ge Contracts No. 201 and No. 201F
(and for the purpose of UK Stock Contingent Tradlesshange Contract No. 211)) are Approved
Options (as defined in General Notice No. 436):

Company Share Par
(Lot size 1000 shares) Value

3i Group plc 73.8636p
Admiral Group plc 0.1p
Anglo American plc $0.54945
Antofagasta plc 5p

Arm Holdings plc 0.05p
Associated British Foods plc 5.68p
AstraZeneca plc $0.25
Aviva plc 25p

BAE Systems plc 2.5p
Barclays plc 25p
Barratt Developments PLC 10p

BG Group plc 10p

BHP Billiton plc $0.5

BP plc $0.25
British Airways plc 25p
British American Tobacco plc 25p
British Land Company plc 25p
British Sky Broadcasting Group plc 50p

BT Group plc 5p

Cable & Wireless plc 25p
Cadbury Plc 10p
Cairn Energy plc 6.15385p
Capita Group plc 2.0667p
Carnival plc $1.66
Centrica plc 6.1728p
Colt Telecom Group SA €1.25
Compass Group plc 10p
Diageo plc 28.93518p
DSG International plc 2.5p
Enterprise Inns PIC 2.5p
Eurasian NaturalResources Corporation $0.2
Experian Plc $0.1
GlaxoSmithKline plc 25p
HBOS plc ex event 25p
Hammerson PLC 25p
Home Retail Group plc 10p
HSBC Holdings plc $0.5
ICAP plc 10p
Imperial Tobacco Group plc 10p
Intercontinental Hotels Group 13.61702p




Company Share Par
(Lot size 1000 shares) Value
International Power plc 0.5p
Invensys plc 10p
iShares FTSE 100 Exchange Traded Fund N/A
ITV plc 10p
Johnson Matthey plc 100p
Kazakhmys plc 20p
Kingfisher plc 15.7143p
Ladbrokes plc 28.33333p
Land Securities Group plc 10p
Legal & General Group plc 2.5p
Liberty International PLC 50p
Lloyds Banking Group plc 25p
Logica Plc 10p
London Stock Exchange Group plc 6.918605p
Lonmin plc $1

Man Group plc $0.03428571
Marks & Spencer Group plc 25p
Mitchells & Butlers plc 8.54167p
Morrison (WM) Supermarkets plc 10p
National Grid plc 11.39535p
Next plc 1p

Old Mutual plc 10p

Party Gaming Plc 0.015p
Pearson plc 25p
Persimmon plc 10p
Prudential plc 5p
Randgold Resources Ltd $0.05
Reckitt Benckiser Group Plc 10p
Reed Elsevier plc 14.4397p
Rentokil Initial plc 1p

Rio Tinto plc 10p
Rolls-Royce Group plc 20p
Royal Bank of Scotland Group plc 25p
Royal Dutch Shell plc-A shs €0.07
Royal Dutch Shell plc-B shs €0.07
RSA Insurance Group Plc 27.5p
SABMiller plc $0.1

Sage Group plc (the) 1p
Sainsbury (J) plc 28.5714p
Scottish & Southern Energy plc 50p
Severn Trent plc 97.89p
Shire plc 5p

Smith & Nephew plc $0.2
Smiths Group plc 37.5p
Standard Chartered plc $0.5
Standard Life plc 10p

Tate & Lyle plc 25p
Taylor Wimpey plc 0lp
Tesco plc 5p
Thomson Reuters Plc 25p
Tomkins plc $0.09
Tullow Oil plc 10p
Unilever plc 3.11p
United Utilities plc 5p
Vedanta Resources plc $0.1
Vodafone Group plc $0.1142857
Whitbread plc 76.7974p
William Hill plc 10p




Share Par

Company

(Lot size 1000 shares) Value

Wolseley plc 25p

WPP Group plc 10p
$0.5

Xstrata plc




Attachment 2 to London Notice No. 3182

Special Characteristics and Risks of
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20 Broad Street,
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This document is intended for distribution only'@ualified Broker-Dealers” and “Qualified
Institutions” in the United States. To be Quatifieach such entity must have had prior actual
experience in the US domestic options marketsadiition, such entities must meet the same
gualifications as a “qualified institutional buyarhder Rule 144A of the US Securities and Exchange
Commission (“SEC”) or as an entity excluded from ttefinition of “US person” by Rule 902(k)(2)(vi)
of Regulation S of the US Securities Act of 193&(tAct”).

The definitional qualification means, in generbhtta Qualified Broker-Dealer must be registered as
such with the SEC and must in the aggregate ownraedt on a discretionary basis at least $10
million of securities (as defined and provided ul€rR144A). A Qualified Institution must come withi
the categories of non-broker-dealer entities defime qualified institutional buyers in Rule 144Alan
must in the aggregate own and invest on a discratyobasis at least $100 million in securities (as
defined and provided in Rule 144A). AlternativedyQualified Institution must, as provided in Rule
902(k) (2)(vi) of Regulation S under the Act, bspecified international organisation.

Members of The London International Financial Fesuand Options Exchange (“LIFFE”") will be
advised that they may execute opening optionsdciims with or for a person located in the United
States only if that person is a Qualified Brokera2e or a Qualified Institution, acting for its own
account or the accounts of other Qualified Brokegl@rs or Qualified Institutions or managed
accounts of non-US persons within the meaning ¢¢ R02(k)(2)(i) of Regulation S under the Act.
Appropriate documentation will be required for thigrpose.

LIFFE is governed by rules and trading procedurkiglwvare contained in a Rule Book and NYSE Liffe
Trading Procedures. The Rule Book stipulates threngements for the trading and clearing of
contracts. Copies of the Rule Book and NYSE Liffading Procedures are available for inspection at
the representative office of LIFFE AdministratiomdaManagement (“LIFFE A&M”) in New York

City. The address is {Floor, 20 Broad Street, New York, 10005. The mmesently published annual
report of NYSE Euronext, which is the ultimate pdref LIFFE A&M, will also be obtainable from
that office. A representative in the office wi lavailable to Qualified Broker-Dealers and Quetdlfi
Institutions during normal business hours in Newkvto respond to inquiries of a general or specific
nature concerning LIFFE, but not to give adviceemreive or direct orders concerning options traated
LIFFE.

This document describes the arrangements for adlearing and settling LIFFE Options on equities
and stock indices in the normal course of businéssddition, LIFFE, Euroclear UK and Ireland
Limited (the operator of the CREST settlement sy$tend LCH.Clearnet Limited (provider of certain
services to LIFFE in respect of clearing) have pwewer dealing with emergency situations. These ar
set out in their respective rule books.
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LIFFE options have not been registered under theSe&urities Act of 1933 or any State
securities law. Neither the options nor this doentrhave been approved or disapproved by
the SEC or any State securities commission. Tocuehent is not a solicitation of orders
for transactions on LIFFE, nor does it constitmeestment advice.



INTRODUCTION

The London International Financial Futures and @miExchange (“LIFFE”) is one of the largest
financial and equity derivatives markets in the iorEquity and Index Options have been availabte f
trading on LIFFE since March 23, 1992, following tmerger of LIFFE with the London Traded
Options Market (“LTOM"). LIFFE has been operatisigce September 1982 whilst LTOM opened in
April 1978 as a market administered by the LondmtiSExchange. LIFFE is operated by LIFFE
Administration and Management (“LIFFE A&M” or “thiexchange”), a wholly-owned subsidiary of
LIFFE (Holdings) plc.

LIFFE (Holdings) plc is ultimately owned by NY SE iBaext.

LIFFE A&M is a Recognised Investment Exchange (“Rlnder the Financial Services and Markets
Act 2000. Recognition as an RIE has been grawmtédRFE A&M by the Financial Services Authority
(the “FSA”), the designated agency under the Fiirz8ervices and Markets Act 2000. LIFFE A&M
operates a central order book and wholesale trddgilities through the LIFFE CONNECTelectronic
trading platform as “trading services”, subjecthie oversight of the FSA. In addition, more regent
LIFFE A&M launched Bclear as a transaction prooegservice which is also subject to FSA
oversight.

Transactions effected through LIFFE CONNEGiFe conducted on-exchange. In relation to Bclear,
transactions are conducted off-exchange and anehtteeight to LIFFE A&M for trade confirmation,
administration and clearing pursuant to the Rufeébe London International Financial Futures and
Options Exchange, as interpreted or implementeldiices (the “LIFFE Rules”). Once LIFFE A&M
has confirmed a transaction which has been repeiteBcleat such transaction is replaced by
novation by LIFFE Contract which is a legal contriacstandard terms issued by LIFFE A&M and
subject to LIFFE Rules.

LIFFE A&M acts as central counterparty to all tracons effected on LIFFE CONNEE®r
confirmed via Bclear. In doing so, it performste@r clearing functions itself and outsources other
functions to its appointed Clearing Services PreritlCH.Clearnet Limited (“LCH Clearnet”), as
explained further on page 38.

Two basic types of options are referred to in ttisument: LIFFE options on individual stocks theg a
traded on the London Stock Exchange (“UK Equityi@m”) and LIFFE options on stock indices
(“Index Options”). LIFFE’s Index Options currenttpmprise standardized and flexible options on the
FTSE 100 Index (*"UK Index Options”). Options on ettiypes of underlying stocks or stock indices
may be made available in the future to US Entiitewhom this document is made available.

! References in this document to transactions “reportiedBelear should be read in the context of applicable
LIFFE Rules, where such term refers to the notificatiban existing off-exchange transaction. Such term does
not refer to the reporting of transactions as used ibtiied States.



UK Equity Options and UK Index Options are avai@fir trading within LIFFE CONNECTand are
also capable of being reported via Bclear.

UK Equity Options are currently available for tragion LIFFE CONNECT between the hours of
8.01lam and 4.30pm London time on UK business ddys.standardized FTSE 100 Index Options are
currently available for trading on LIFFE CONNE®Between the hours of 8:02am and 4:30pm London
time. (Trading hours may be changed from timerntet) Bclear reporting hours for standardized and
flexible UK Equity Options and standardized ancifiée FTSE 100 Index Options are currently
8:00am and 5:00pm London time.

All transactions creating or closing positions irtls options are executed and settled in London by
members of LIFFE. LIFFE options are dematerialigedtificateless) transactions and positions are
evidenced by statements from LIFFE A&M, LIFFE ciegrmembers and advices and statements by
members to clients (customers).

Prices on LIFFE CONNECTfor UK Equity and UK Index Options are publiclyated through quote
vendors. All UK Equity Options and UK Index Opt®are bought and sold in the same currency as the
underlying securities (usually British pounds stgy). UK Equity Options and UK Index Options are

not fungible or interchangeable with options that @aded on any other market. Thus, any UK Equity
and UK Index Options position registered with LIFEEM by a clearing member of the Exchange can
be closed only by executing an equal and oppasitesaction on LIFFE CONNECTor submitting an
equal and opposite transaction through Bclear eraésed by the clearing member giving an Exercise
Notice to LCH.Clearnet.

The purpose of this document is to introduce expeed and sophisticated US registered broker-
dealers and large US institutions to the speciggets, requirements and risks involved in tradikg U
Equity Options and UK Index Options. The potentigks which apply generally to all aspects of
options transactions are assumed to be known tereaf this document. Accordingly, such entities
considering LIFFE should have had actual prior eigpee in options investment in US markets and
therefore be familiar with the risks of all opticinyestments and American-style and European-style
options.

This document does not suggest or recommend aeg ypinvestment strategy. It is limited to a
descriptive overview of:

(a) LIFFE CONNECT and Bclear;

(b) the foreign options transactions that may lbectéd through each of those services and the
risks peculiar to such foreign options transactiamsl

(c) the post-trade processing, central countergartysettlement arrangements applicable to such
foreign options transactions (these are the samallfalFFE options, whether they have been
effected through LIFFE CONNECTor Bclear).



The Exchange has developed and lists a rangewkfiaind options on futures related to money market
and fixed interest rate instruments, commoditiebiadividual stock and stock index futures, whiah f
outside the scope of this document.



TRADING FACILITIES AND THE BCLEAR SERVICE

This section describes LIFFE’s trading facilitiée (LIFFE CONNECT) and its transaction
processing service, Bclear.

LIFFE CONNECT

On 30 November 1998, trading in LIFFE’'s UK Equitptfdns migrated from the Exchange’s trading
floor in the City of London to LIFFE’s automateéding platform, LIFFE CONNECT LIFFE’s
standardized FTSE 100 Index Options migrated t&"EIEONNECT on 2 May 2000.

LIFFE currently makes available for trading on LEEONNECT UK Equity Option contracts on
approximately 90 equity securities of large UK camigs as well as Index Option contracts on the
FTSE 100 Index. In 2007, daily trading volume ofuiey Option contracts averaged 19,565 compared
with 22,698 during 2006. In relation to standaediZTSE 100 Index Option contracts, the average
daily trading volume in 2007 was 30,092 compareith &6,283 in 2006. At the end of 2007,

aggregate open interest for all UK Equity Optioresv8,911,852 and for standardized FTSE 100
Options was 2,541,711. At the end of 2006, the @ratge figure for UK Equity Options was
3,080,466 and for standardized FTSE 100 Index @ptivas 2,369,771.

The LIFFE CONNECT central order book operates in an anonymous, @hdeen environment with
orders being matched by the LIFFE CONNECTFading Host according to the algorithm specified

the NYSE Liffe Trading Procedures. In order totjggvate in the market, members require a Trading
Application which links to the Trading Host. Somembers have developed their own bespoke trading
applications, whilst others use systems developguiavided by third party software vendors.

Trading of Equity and Index Options on LIFFE CONNEUs conducted by members who hold the
appropriate trading rightsvho have one or more “responsible persons” regidteo them, and who

meet other conditions which the Exchange may pit@sciResponsible persons are required to meet
requirements stipulated by the Exchange. All adee submitted under the user name of a respensibl
person. Each responsible person is required te tigvauthority to adjust or withdraw any order,
whether from clients or from colleagues within #zene firm, which is submitted to the market under
his user name. Members are required to record details as specified by the Exchange and such
records must be retained by the member for a perfidisde years. Members are required to make such
records available to the Exchange if requested.

% The statistics regarding average daily trading volume dinohbitde over-the-counter transactions reported to the
Exchange via Bclear.

% Statistics regarding open interest include over-the-counatesactions reported via Bclear and accepted by the
Exchange.



In the absence of a regulatory scheme which waldgvdoreign exchanges to place securities trading
facilities in the US, market users in the US widt themselves have direct access to the LIFFE
CONNECT® system for the trading of UK Equity Options and Widex Options. Access to the market
will be through Exchange members and only those Ineesnlocated outside the United States will be
able to input orders to LIFFE CONNE&T respect of UK Equity Options and UK Index Opiso

Orders may be submitted at any time during theopdriom the market Pre-Opening (beginning at 6.03
am London time for UK Equity Options) until the Mat Close at 4.30pm London tiniErading begins
at the Market Opening (8.00am London time) andioalets until the Market Close. (Trading hours
may be changed from time to time.)

Further information about LIFFE CONNEETs available from the Exchange.
Option Classes, Expiry Months and Series

UK Equity and UK IndexOptions listed on LIFFE, with the exception of flele Options, are traded on
LIFFE CONNECT in both puts and calls (“classes”), with sevetahdardized durations (“expiry
months”) and several standardized exercise pricesi¢s”). Flexible Options may be listed as puts
calls and, subject to parameters set by LIFFE A&lslye an investor-specified duration (“expiry date”)
and an investor-specified exercise price.

UK Equity Option Primary Market Makers

Since 2 July 2007, LIFFE has operated a PrimargkbtaMaker (“PMM”) Scheme and a Primary
Liquidity Provider (“PLP”") Scheme for all UK Equi@ptions. The most liquid classes (currently 20)
known as the Target Group, have PLPs and PMMslantkimaining classes (currently 68) known as
the non-Target Group have PMMs only. The two sclsere in parallel and members are able to
participate in a scheme by agreeing to meet minirsizenand spread obligations established by LIFFE.
Members are able to apply to be a PMM or PLP withfFE CONNECT in respect of one or more
class. Each category has pre-determined obligatdod benefits. These are set out below:

. PLP Target Group obligations:

. Ensure that for each assigned class continuousabidi®ffers are maintained by the
PLP in the LIFFE CONNECT Trading Host in all series with a remaining lifeé of
up to and including 13 months.

. Ensure that the continuous bids and offers meetdsémum spread and minimum size
requirements established by LIFFE at the beginnirtge scheme (and reviewed
periodically by LIFFE).

. Ensure that the bids and offers remain presemtdarotder book for 90% of the trading
period.



PLP Target Group benefits:

An Individual Trading Mnemonic (“ITM”) will be endbd with Market Making Order
(“MMOQO”) functionality which allows a PLP to subm@s quotes per message.

Delta protection will be enabled on MMO orderste LIFFE CONNECT Trading
Host level to help the PLP to manage his risk &ffidy.

Transaction fee rebates will be provided on thésbafsPLP performance in the
registered classes in which he quotes in that égpac

PMM Target Group obligations:

Ensure that continuous bids and offers are maiathiboy the PMM in the LIFFE
CONNECT® Trading Host in 10% of all series of a class (sabjo a PMM being
required to quote in a maximum of 50 series pesyla

The PMM can select these series in the Near theeylarea from series with a
maximum remaining lifetime of 13 months.

Ensure that continuous bids and offers meet themmax spread and minimum size
requirements established by LIFFE at the beginpirtge scheme, (and reviewed
periodically by LIFFE).

Ensure that bids and offers remaining presenterotider books for 90% of the trading
period.

PMM Target Group benefits:

A PMM ITM will be enabled with MMO functionality wikh allows a PMM to submit
7 quotes per message.

Delta protection will be enabled on MMO orderstat LIFFE CONNECT Trading
Host level to help the PMM to manage his risk edintly.

Transaction fee rebates will be provided againstRMM performance criteria in his
registered classes.

PMM Non-Target Group obligations:

Ensure that continuous bids and offers are maiatbby the PMM in the LIFFE
CONNECT® Trading Host in 10% of all series of a class (subjo a PMM being
required to quote in a maximum of 50 series pesyla

The PMM can select these series in the Near thesylanea with a maximum
remaining lifetime of 9 months.

Ensure that continuous bids and offers meet thémax spread and minimum size
requirements established by LIFFE at the beginpirtge scheme, (and reviewed
periodically by LIFFE).

Ensure that bids and offers remain present in therdook for 80% of the trading
period.

PMM Non-Target Group benefits:

A PMM ITM will be enabled with MMO functionality wikh allows a PMM to submit
7 quotes per message.

Delta protection will be enabled on MMO ordersta LIFFE CONNECT Trading
Host level to help the PMM to manage his risk edintly.

Transaction fee rebates will be provided on théshbafsthe PMM performance in
which he acts in that capacity.



Full details of the PLP and PMM Schemes, includhglists of Target and Non-Target Group classes
together with the obligations and benefits in ielato each UK Equity Option, are published by Meti
and on the NYSE Liffewebsite ywww.nyx.com/liffe).

FTSE 100 Index Option Primary Market Makers andi@rested Market Makers

Since 2 July 2002, the Exchange has operated aBridarket Maker (“PMM”) Scheme in the FTSE
100 Index Option. The PMM Scheme runs in paraliigha Designated Market Maker (“DMM”)
Scheme with a joint objective to enhance both grestand wholesale liquidity.

Members are able to participate in the schemepplyiag to the Exchange and by agreeing to meet
minimum size and spread obligations establishedIBFE.

. FTSE 100 Index Options: PMM obligations:

. Ensure that continuous bids and offers are maiathby the PMM in the LIFFE
CONNECT® Trading Host in 10% of all series subject to qugtin a maximum of 50
series.

. The PMM can select these series in the Near theeylanea with a maximum
remaining lifetime of 9 months.

. Ensure that continuous bids and offers meet themmax spread and minimum size

requirements established by LIFFE at the beginoirtge scheme. (and reviewed
periodically by LIFFE).

. Ensure that bids and offers remaining presentarotider books for 90% of the trading

period.
. FTSE 100 Index Options: PMM benefits:

. A PMM ITM will be enabled with MMO functionality wikh allows 7 quotes per
message.

. Delta protection will be enabled on MMO orderstat LIFFE CONNECT Trading
Host level to allow the PMM to mange his risk eiffiatly.

. Transaction fee rebates will be provided on thesbafsPLP performance criteria.

Full details of the PMM Scheme, including the DMMligations are published by Notice and on the
NYSE Liffe website (www.nyx.com/liffe

FTSE 100 Index Options: DMM Scheme

Since 1 April 2003, the Exchange has operated a DB&keme in the standardized FTSE 100 Index
Option. DMMs were invited to apply for DMM statbyg agreeing to meet the following fixed
obligations as determined by LIFFE:

“NYSE Liffe is the brand name for (1) the Europeanwdgives business of NYSE Euronext, comprising the
derivative markets in Amsterdam, Brussels, Lisbon, Londenl(IFFE) and Paris, and (2) the US Futures
business of NYSE Euronext.
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For 90% of each trading sessi@hat is, contract opening through to close), tih@\Dis required to
quote two way competitive prices and order siziésee

(@) over the telephone; or
(b) through answering electronic Requests For QuotEQ®R) on LIFFE CONNECT.

DMMs are required to choose one of the two metlsed®ut above for the duration of the DMM
Scheme. The chosen method may be changed frontditmae if notified, in advance, to the Exchange
in writing.

DMMs are required to meet the obligations in alpiex months and series listed.

Full details of the DMM Scheme are published byitiaind on the NYSE Liffe website
(www.nyx.com/liffe)

Placing of Orders

Orders by customers may generally be placed witiminee brokers for execution either “at market” or
at, or better than, a certain price (a limit ordekn instruction to “deal at market” means that th
member broker will attempt to buy or sell the regdinumber of option contracts for the customer at
the best market price currently available. Custsmaay further specify that an order should only be
matched if a minimum volume can be achieved orittettould only be matched if the entire order can
be traded. In addition, orders may be enteredherbasis that they are Good ‘Til Cancelled ("GT@")
that they should be matched on an Immediate or &@4tE") basis.

At the end of the trading day, all orders on LIFEBNNECT® — with the exception of GTC orders —
will be withdrawn automatically from the centrabler book. Prior to the conclusion of the “session
end” period, traders may, in addition, withdraw &iyC orders which they do not wish to remain in
the market on the following day.

LIFFE CONNECT continuously generates price limits in real-timeg aejects orders submitted
outside the limits (i.e. bids at a price above“thmsit bid” and offers at a price below the “limdffer”).

For UK Equity and Index Options, LIFFE A&M calcutst a theoretical fair value price for each series.
The fair value will generate a spread, the rangato€h is determined from the applicable optiontalel
value. The spread range is then employed by tadifig Host as the price limit for the option series
concerned.

Attempts to enter orders priced outside the prangprice limits will be rejected by the Trading $ie-
unless overridden by Exchange Officials - and #eponsible person submitting the order will be
informed accordingly.

Members may execute cross transactions throughBE.IEBNNECT. Provided orders are entered in

accordance with the crossing procedures promuldateéldde Exchange, business transacted through
LIFFE CONNECT may be pre-negotiated within the same member, @ifier members or with

11



clients. Those crossing procedures stipulatertigamhbers and responsible persons must ensure that,
when pre-negotiating a client order and/or whercetieg client business by way of a cross transagtio
they act with due skill, care and diligence; arat the interests of the client or clients are not
prejudiced. Pre-negotiated business will be tretesbat the best bid and offer available in theketar

Members may transact those strategy trades whiah lbeen recognized by LIFFE. Details of such
strategy trades are contained in the Annexe toNW&E Liffe Trading Procedures, a copy of which
may be found on the NYSE Liffe websiteww.nyx.com/liffe). Such strategy trades include Stock
Contingent Trades (see below).

Stock Contingent Trades

Members who are eligible to trade in UK Equity @ps may enter strategy trades which involve the
simultaneous execution of transactions in optionsthe underlying stocks. Members may enter a
number of different types of Stock Contingent Tsdwolving various combinations of options against
stock. As noted above, details are containedeérfifnexe 2 to the NYSE Liffe Trading Procedures, a
copy of which may be found on the NYSE Liffe webgitww.nyx.com/liffe).

Both the UK Equity Option contracts and the undagdycompany security components of these Stock
Contingent Trades must be executed on behalf ofdah®e client or on behalf of the same house
account.

Members who are eligible to trade in UK Index Opsianay also transact volatility trades either for
their own account or for their customers. In tase, a volatility trade entails the making of @ahelx
Futures contract simultaneously, and in combinatigth one or more UK Index Option contracts (i.e.
the FTSE 100 Index Futures Contract with the stadided or flexible FTSE 100 Index Option
Contract). The FTSE 100 Index Futures Contractleas approved for sale to US customers.

Block Trade Facility

The Exchange offers a Block Trade Facility (“theikty”) for both UK Equity Options and Index
Options. This Facility is designed to encourage tege order business to the Exchange that would
otherwise not be executed on-exchange, whilst emgthat price discovery on LIFFE’s electronic
trading mechanism remains robust. The Facilityniisrmembers (and their wholesale clients) to enter
into transactions in large size at a price negadidtetween the parties without requiring prior expe

of the transaction to the Exchange’s electroniditrggmechanism. Block Trades are subject to NYSE
Liffe’s Trading Procedures which specify requirertseregarding minimum order size thresholds, fair
market value pricing and transaction reporting teHE.

The Facility is restricted to members and, purst@actistomer suitability requirements stipulated by

the relevant regulatory agency, those customets sutficient knowledge, experience and
understanding of the Exchange and its contractgtaamplications of using the Facility.

12



On each occasion of quoting a Block Trade price miember must make it clear to the wholesale client
that the price being quoted is a Block Trade pride price of a Block Trade must represent the fair
market value for that trade, that is the price abered by the member to be the best available for a
trade of that kind and size. When negotiating@cBITrade price, a member and a client should, in
particular, take into account the prevailing prédecel volume available on the electronic system, the
liquidity of the electronic market and general n&r&onditions. Block Trades must be reported o th
Exchange within five minutes of the time of tradeelation to trades which are not contingent on a
transaction in another instrument, unless ther@sceptional market circumstances. If a trade is
contingent on a transaction in another instrumanif, there are exceptional market circumstances,
trades must be reported within 15 minutes. Whereade is authorized by the Exchange, trade details
will be published to the market as soon as possitdreafter.

Visibility of Quotes and Transactions

A range of information on UK Equity Options and Uidex Options is made available via LIFFE’s
own systems and a large number of licensed Quotel/s.

The information that is made publicly availableeath series of UK Equity Options and standardized
Index Options is shown below.

Exercise price and expiry month

Current bid and offer premium prices within tHEFE CONNECT central order book
Premium price of last trade

Aggregate open interest at the close of LIFFEpitevious day

Previous day’s volume in numbers of contracts

Previous day’s closing premium bid and offecesi

Current quotation for the underlying security

“Settlement Price”, for collateral purposesdaxercise of American-style options), calculated
by LIFFE from price of underlying security or index

9. Current matched volume

10. Limit Orders - price and size in the LIFFE CORMI® central order book

11.* Index values and change on day

*

© No A~ Db PR

*

Note: Items marked with an asterisk (*) are notjited to Quote Vendors by LIFFE A&M. That
information is received by Quote Vendors from tlmdon Stock Exchange or the relevant
index provider

Trading Halts

Trading in one or more options may be suspendedeints threaten the orderly conduct of business.
Such events may include a LIFFE CONNEQ®&chnical failure or an act of God or another ¢ven
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outside the Exchange’s control. Furthermore, trgdin a UK Equity Option may be suspended if
trading in the underlying security has been suspénd&imilarly, trading in UK Index Options may be
halted if market conditions or other circumstange=/ent or interrupt timely calculation of the nedat
Index.

An announcement of a trading halt will be madeaamsas practicable on LIFFE CONNEE®r on the
display systems of LIFFE’s licensed Quote Vendarsroboth. Trading will begin again when, in the
opinion of two Exchange Officials, business maydmimed on an orderly basis. No open position
may be closed or a new position opened while tadiran option is suspended. When trading in an
underlying security has been suspended, optiorceseenotices may still be submitted. Investors
should note that trading may be resumed on LIFRBreer after any suspension on the London Stock
Exchange has ended.

Handling of LIFFE CONNECTY Technical Failures

In the event of a failure of either a Trading Applion associated with a particular ITM or a liokthe
Trading Host, the Host will attempt to transfer axyant orders to a nominated replacement ITM
within the member. If there are no replacementainated, or if none is logged-on, all relevant osde
(with the exception of GTC orders) will be withdnafrom the central order book. The Trading Host
will confirm the deletion of orders from the ord®ok when the trader re-connects and asks for
“retrieve orders”.

In the event of a failure of this sort, the tradexy also withdraw GTC orders, if he so wishes, by
telephoning designated Exchange officials.

In the event of failure of the Trading Host, theding Application will receive a “system error”
message and all non GTC orders will be withdra@esignated Exchange Officials will decide
whether to re-open the market on the same day.

BCLEAR

The Exchange makes available to its members \&@ILC derivatives processing services, including
Bclear. Bclear provides a means by which an OTiop transaction in respect of equity securities
may be replaced with an equivalent standardizedxaitange options contract. Appendix One sets out
the OTC trades in UK Equity Options and Index Opsiavhich are eligible for submission via Bclear
by LIFFE members and affiliates and their authatizastomers in the United States. Bclear accepts
only completed transactions and is not a matchystesn for orders.

Parties wishing to use the Bclear service negotiateagree to the terms of an OTC options trarsacti
(the “OTC Trade”) on a product within the scopeBafear. Products within the scope of Bclear must
conform to the requirements of LIFFE’s contractafieations for the listed product, which generally
provide for flexible terms. For example, LIFFE t@tts may be American-style or European-style
exercise, have flexible terms regarding the exerpr&ce and expiration date (subject to Exchange —
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determined parameters) and may be physically dgitl& Equity Options) or cash settled (UK Equity
Options and UK Index Options).

Trades must satisfy the applicable minimum voluhmeghold for the product (e.g. the current thresghol
is 250 contracts for UK Equity Options and 500 caciis for FTSE 100 Index Options). Details of all
minimum volume thresholds applicable for UK Equ@iption and UK Index Option contracts on
Bclear are also shown in Appendix One.

Access to Bclear is available to members of LIFIFEIGding authorized affiliates of members). A
LIFFE member may request that its customer be pestnio submit trades directly to Bclear. Any
trades so submitted must be authorized by theartdMFFE member before they are subjected to the
Exchange’s trade confirmation checks and acceptegjected as appropriate.

A LIFFE member may trade for its own account an@ty act on behalf of a non-member customer or it
may act in each capacity. The LIFFE member oauithorized customer (or in the case where more
than one LIFFE member is party to the OTC Trade UiFFE member as agreed between the parties)
will submit specific trade information regardingt®TC Trade to LIFFE and LIFFE will either accept
or reject the trade. Trade details are requirdaeteubmitted as soon as practicable and, in amteve
the details of a trade entered into during Bclessitess hours must be submitted within one hothef
time the trade was entered into or by the clogd@Bclear service on that day, whichever is earlie
Trades entered into outside of Bclear businessshmwuist be submitted within one hour of the Bclear
service next becoming available.

If the Exchange confirms an OTC Trade, the tradeplaced by a LIFFE contract, subject to LIFFE
Rules, and having LIFFE A&M as the central coupdety. Please see the section entitled the
“Contractual basis of LIFFE business” on page Idudaher details. The Exchange is not obligated to
accept a trade that is submitted to Bclear andnejagt a trade for a number of reasons. For exampl
the trade may be rejected if it does not meet ppdi@able contract requirements, if LIFFE does not
consider the trade to have been entered intoait &dlue or if it does not satisfy the applicable
minimum volume threshold. If a trade is rejectiba, trade will be cancelled by the parties to thde
unless they agree to remain bound by its termsjtadls an OTC contract.

For the avoidance of doubt, Bclear is totally distifrom LIFFE CONNECT because LIFFE
CONNECT is an order matching system whilst Bclear is almaésm to submit completed OTC
transactions to the exchange. OTC trade submissiaBclear are accomplished in any one of three
ways: (1) through a secure, web-based applicatianmhembers access via their own internet
connections; (2) through the Bclear API, which merslkran integrate with their own in-house systems;
or (3) through Cscreen, which has a direct linBétear. Cscreen is an electronic bulletin board fo
posting indications of interest in the over-thetiau derivatives market. Cscreen does not prdidde

the matching of trades.

Contracts confirmed through Bclear that have becBrahange contracts upon acceptance by the
Exchange may share the same standardized econbaricteristics as those available for trading
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through LIFFE CONNECT, as well as contracts that may subsequently meaitahle for trading
through LIFFE CONNECY. In each case, such contracts will be fungibléa wiose available for
trading through LIFFE CONNECT This arrangement is designed to maximize thieieffcies of
post-trade administration and clearing and to zeahe regulatory benefit of netting-out outstagdin
financial exposures wherever desirable.

The counterparties to an OTC Trade which is tolimrstted for confirmation within Bclear may

choose whether or not they wish the trade detailetpublished upon confirmation. Information about
trades that are confirmed and published on Bckeardade available on a dedicated website hosted by a
third party. The information is availablegtp://bcleartrades.euronext.co.ukhe information that is
made publicly available on each published tradéhavn below:

Name of contract

Contract code

Expiry month

Call or Put

Strike Price

Time of trade

Trade price

Reported trade’s volume in numbers of contracts

© No oA~ LDdE

Trade submission hours

The trade submission hours on Bclear for UK Eq@iptions and UK Index Options are currently
8.00am to 5.00pm London time.

There are days on which LIFFE will be closed whehhiisinesses are open, and vice versa, because of
differing national holidays. In addition, the dayswhich LIFFE is closed may vary from year toryea
A current list of Exchange holidays is available NiYSE Liffe website atvww.nyx.com/liffehours
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CONTRACTUAL BASIS OF LIFFE BUSINESS

In the case of trades executed through LIFFE CONNE&hd those confirmed via Bclear, the
contractual basis of such business is the sameadh case, members of LIFFE are required by LIFFE
Rules to transact business in LIFFE contractseénelal capacity of a principal. When a customer’s
order is executed, the requirement that the memkezuting the transaction contracts as a principal
means that such member is the counterparty tous®mer on the one hand and, on the other hand,
counterparty to the member with whom the trade eeglucted on the market. The second of these
two contracts (i.e. that created on the market betwthe two members) will be subject to immediate
novation. This means that where a customer hdsttieaugh a non-clearing member of LIFFE, there
will arise in real time a chain of linked, or “batdkback”, contracts through to the central coyreety

as follows:

0] between customer and non-clearing member;
(ii) between non-clearing member and clearing metrdoed
(iii)  between clearing member and LIFFE A&M.

The non-clearing member’s customer therefore obtaincontractual relationship with anyone other
than the non-clearing member. (The treatment sfacner funds and property is explained on page 17
below.) The only difference between the Bclear processtla@grocess by which UK Equity Option
and UK Index Option contracts are formed on LIFRENINECT® is in the creation of the initial
contract. With LIFFE CONNECY, the initial trade is executed on the Exchangesreas with Bclear,
the initial contract is an OTC Trade, which is exted away from the Exchange and then presented to
the Exchange for confirmation.
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TRADING FOR CUSTOMERS
Broker Responsibilities

Members of LIFFE acting as brokers for customerg aiso be trading for their own account. Under
the requirements of the FSA, brokers must pay dgard to the interests of their customers. There a
express rules which require firms to execute custanders and own account orders fairly and in due
turn. The effect of this is to require brokergiee precedence and priority to customer orders ove
contemporaneous orders for their own account.

LIFFE members are subject to regulation under LIRt#es in their market activities and, for UK-
based members, in their customeationships by the FSA. Firms regulated by tBéRre required to
operate under rules concerning the segregatiohierftdunds and the safe custody of client assets.
Broadly equivalent requirements apply in respechembers of LIFFE who are resident entities in
other jurisdictions.

Treatment of Customer Funds and Property

Firms authorized by the FSA under the FinanciaVises and Markets Act 2000 (including all relevant
LIFFE members) are subject to the FSA rules, iragithe rules relating to client assets and client
money contained in the Client Assets SourceboolAE8”). Although the application of the CASS rules
varies according to the type of firm and the atigi involved, the general objective is to impose a
statutory trust upon all client money and therebpribtect customers’ cash assets in the eveneof th
insolvency of the firm. Under the provisions in 83, “client money” is money which a firm holds in
connection with investment business with or fouatomer, or which a firm elects to treat as client
money. (Note that EU firms doing business in thehy virtue of a European passport are subjedi¢o t
client money rules of their home State. Howevaplementing measures made under the EU’s Markets
in Financial Instruments Directive (“MiFID”) proveda minimum standard for such rules within the EU.)

CASS 4.3.34R requires client money to be paid insegregated client bank account (i.e., segregated
from the money of the firm) with an approved barkfirm owes a duty of care to a client when
deciding where to place client money and must taksonable steps to ensure that the banks with
which it chooses to place client money are appadeffior that purpose.

In certain circumstances, the FSA rules permit enber to agree with a customer that its money is not
segregated from that of the firm (CASS 4.1.8 -M)1. Where the client is an eligible counterparao
professional client (i.e. not a private customg, firm may rely upon written acknowledgement from
that customer that the money will not subject ® photections under the client money rules and as a
consequence the money will not be segregated finerfirm's own money and the customer will rank
only as a general creditor of the firm.

Non-cash collateral is handled differently. lsaiment in the event of the insolvency of the fivith
depend on the terms on which it has been lodgddthét firm (and, where relevant, on the terms that
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the firm has lodged it with others, such as a diatoor clearing house). CASS 6 imposes detailed
custodianship requirements in respect of a clignt/estmentsincluding giving to the member the
responsibility for safekeeping of documents ottdhd certificates and requiring the registratibn o
investments in the customer’s name or in anotherenia circumstances as specified in the CASS rules.
A number of disclosures must also be made to thmer in certain circumstances in order that the
customer understands the custodian arrangements.

Broker Insolvency

A compensation scheme has been established urelEirthncial Services and Markets Act 2000 (and
the FSA's Compensation Sourcebook) under whiclaiceteligible claimants” are able to claim
compensation in the event that a firm defaultsianthable to meet the client’s claims upon it. toa
basis that the compensation scheme is generaliigbleato private customers, it is unlikely to be
available to a US Qualified Brok&ealer or Qualified Institution.

Default

Both LIFFE A&M and its Clearing Services ProvideCH.Clearnet have default rules, as required by
the Financial Services and Markets Act 2000 (RettimgnRequirements for Investment Exchanges and
Clearing Houses) Regulations 2001. If a cleariegniver appears to LIFFE A&M or LCH.Clearnet to
be unable, or to be likely to become unable, totrite@bligations under LIFFE contracts, it may be
declared a defaulter by LIFFE A&M or LCH.Clearn&ihere LCH.Clearnet has declared a clearing
member to be a defaulter, LIFFE A&M will automatigado so toS. Upon a declaration of the default
of a clearing member by LIFFE A&M, LCH.Clearnet Wik responsible for managing the clearing
member default in its capacity as LIFFE A&M'’s Clieay Service Provider and will be the direct
counterparty to LIFFE A&M in respect of the posit®of such defaulting clearing member. Contracts
between such clearing member and its non-cleargmers and clients will be dealt with under the
Exchange’s default rules. A default by a non-éreamember will also be dealt with under the
Exchange’s rules.

The Exchange’s default rules permit the Exchangéirert that open contracts to which a defaulting
member is party be dealt with in one of a numbexays including, for example, off-set against

® If LIFFE A&M declares a default but LCH.Clearnet does, LCH.Clearnet is nevertheless bound by the terms of
the Clearing Relationship Agreement (CRA) between LIFBBAand LCH.Clearnet. Although LCH.Clearnet

may continue to clear for the member on other markets.C@&drnet would nevertheless effectively treat the
member as a defaulter for LIFFE purposes pursuant t6R#e Under the CRA, LCH.Clearnet would have
discretion to manage the default using powers under thesedtihe LCH.Clearnet Rulebook dealing with

LIFFE, which are broadly equivalent to LCH.Clearnet’s ralrdefault rules. Also, under the CRA LCH.Clearnet
would use all reasonable endeavours to assist LIFFE AgMalculating the net sum arrived at once the default is
dealt with and which LIFFE A&M would be required to certid the FSA. It is acknowledged by LCH.Clearnet
that the circumstances in which LIFFE A&M had declareceanbyer in default but LCH.Clearnet had not, would
be rarely, if ever, encountered in practice.
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matching contracts to which the defaulter is partysing-out through trading out on the market,
transfer to another member or invoicing back.
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SPECIAL FACTORS IN INVESTING ABROAD IN LIFFE CONTR&TS

In addition to the general risks inherent in buyamgl writing traded options, importantly including
market supply and demand effects on the liquiditgasticular options series, special risk factaes a
present and should be considered in transactingtions abroad. These factors include differemeces
the currency, differences in time zones, differasnoesettlement periods and procedures, differeimces
market features and certain differences in optéaiudres. Whilst there are features of its opematind
self-regulation which LIFFE has in common with Ugions exchanges and while LIFFE options are
American-style in exercisability (with the exceptiof index options), there are differences. Sigaift
differences in market, contract and settlemenufeatare developed in separate sections of this
document. Additional significant factors are reéerto below.

Currency Exchange Rates

As all UK Equity Options and FTSE 100 Index Optgmemiums, settlements and exercises are payable
in British pounds sterling, a US transactor shaale into account the exchange rate between US
dollars and British pounds sterling. Any movementhie US dollar buying and selling rates for such
currencies may alter profit and loss profiles foy &IFFE options position or strategy. If US dodlar
dollar-denominated securities are used as margiwritten positions, an exchange rate change may
also affect the amount of margin required. It sti@specially be noted that written put option

contracts will, on allocation, be required to basseed by payment for the underlying security in

British pounds sterling.

The high and low currency exchange rates for thelbl&r/British pounds sterling over recent years
have been as follows:

USH/GBP 2001 2002 2003 2004 2005 2006 2007 2008

High $1.5100, $1.6133 $1.7943 $1.95p0 $1.9325 $598$2.1101| $2.0335
Low $1.3682| $1.4044 $1.5463 $1.7481 $1.7049 $1.7199.9225| $1.4397

Calculation of the equivalent US dollar value of British pounds sterling exercise price of a LIFFE
option and the current British pounds sterling reagcice on the London Stock Exchange of the
security underlying the LIFFE option would permitngparison with a quoted ADR price, if any, in the
US for that security.
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Time Zones and Holidays

The LIFFE CONNECT trading hours for UK Equity Options are currerlplam to 4.30pm London
time, while FTSE 100 Index Options currently trdicien 8.02am until 4.30pm London time. The
trading hours of the London Stock Exchange forstheurities underlying such options are currently
from 8.00am to 4.30pm London time. Such hours beghanged in accordance with the rules of the
relevant market. The Block Trade Facility is azble during the normal trading hours of the corttrac
concerned. The reporting hours on LIFFE for eligipfoducts within the Bclear service are currently
8.00am to 5.00pm London time.

US investors should take time zone differentiate scccount when timing investment decisions and
when making required premium or margin paymentse dverlap of opening of US markets and the
LIFFE trading hours will vary depending on the tiofeyear (standard or daylight saving time in thg U
and the UK) and in which US time zone the invedocated. Greenwich Mean Time is five hours
ahead of Eastern Standard Time; that is, 9.00ane&EaStandard Time in New York is 2.00pm
Greenwich Mean Time in London. London does noagkwswitch from Greenwich Mean Time to
British Summer Time, or back, on the same dateNleat York switches from Eastern Standard to
Eastern Daylight Saving Time, or back.

For US investors the time periods allowed by breker payment of premium or provision of margin
may be abbreviated by the time zone differentiatesdeadlines are stated in London time throughout
In this connection, allowance may also have to bderfor the time needed for US-UK communication.
An effect of the time zone difference is that i€ tHS markets were to fall during their afternooi, U
Equity Options and Index Options positions coultlm® closed out until the next morning London
time.

There are days on which LIFFE will be closed whe&hhdisinesses are open, and vice versa, because of
differing national holidays. In addition, the dayswhich LIFFE is closed may vary from year to year
A current list of Exchange holidays is availabletbe NYSE Liffe websitevww.nyx.com/liffehours
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UK EQUITY OPTIONS
Underlying Securities

The UK Equity Options traded on and reported toRBFRwill be subject to regular review by LIFFE
A&M. Those available within LIFFE CONNECTare physical delivery options and have American-
style exercise. Such options are also capableiofjlreported via Bclear, along with cash settled
American-style exercise options, physical delivBtyopean-style exercise options and cash settled
European-style exercise options.

UK Equity Options have been introduced on stockellg drawn from the most highly capitalized
securities traded on the London Stock Exchangé stétks underlying LIFFE’s UK Equity Options
are traded on the Stock Exchange Electronic Tra8engice (“SETS”). SETS is the London Stock
Exchange’s electronic order driven trading platfdomall FTSE 100 Index constituent stocks (and a
number of smaller stocks). SETS was introduceg@@®®ctober 1997 to replace the old quote driven
system known as “SEAQ”. SETS trades are publisimecediately.

Trades in excess of eight times Normal Market Qizay be executed away from SETS by means of a
Worked Principal Agreement. This enables the ppiido offset market risk prior to trade publiati
Details of such trades are published when 80%efidk has been offset or by the end of the trading
day, whichever is earlier.

Other trades executed on the Stock Exchange but fiara the central order book are reported and
published within three minutes.

SETS trades, and those executed by means of Wékecipal Agreements, currently settle on a T+3
basis.

It should be noted that most London Stock Exchdisted stocks of British companies, including those
on which LIFFE trades options, have a market poicewer than £15 per share, the average price
being around £5 (500p).

The London Stock Exchange sometimes lists for mgaequity securities that are new; they are being
initially publicly offered and distributed in thekJ In some cases during this period, LIFFE maly lis
options on these securities. LIFFE may restrictriembers, or the issuer may prohibit underwriters,
from entering into transactions in such optionsarldFFE Rules with US entities during and for some
period after such distributions.

® Normal market size will generally result in a transactiovolving in excess of £250,000.
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Expiry Months and Dates

For the majority of UK Equity Options traded on EEE CONNECT, the maximum life is nine

months. However, those UK Equity Options in thafget Group” of UK Equity Options on the top 20
UK stocks have a maximum life of two years. Thpigxdates are arranged on a quarterly cycle. The
cycle is: March-June-September-December.

The expiry date of a UK Equity Option on LIFFE CORMT® is currently set as the third Friday of the
expiry month.

Trading in an Equity Option can occur during anigxgday until the usual time for close of business.

For each UK Equity Option within LIFFE CONNEETmultiple series intervals are applicable per
expiry month. The around the money series havdlens@ries intervals in comparison to the deeper
in- and out-of-the-money series. In this way, LIF&&M seeks to create more diversity between the
series available for trading. A minimum numbesefies per expiry month is introduced depending on
the remaining lifetime of the expiry month. Thenimium number of in-the-money (“ITM”), at-the-
money (“ATM”) and out-of-the-money (“OTM”) series be introduced initially for short-term, mid-
term and long-term expiry months is as folléws

« short-term -1, 2 and 3 months -3ITM+ 1 ATM ©3M
. mid-term -6,9and 12 months -2ITM+1ATM+ 7K
« long-term - 18, 24 and 36 months -1 ITM + 1 ATM-O©TM

The exercise price of each such series is fixeztaordance with the following scale:

Interval Scheme denominated in Pence

Interval Scalesin pence

Range Exercise Prices

<50
<100
< 250
<500
< 1000
< 2000
< 4000

O~NO O~ WNBR

" The option series whose price differs the least fiwerprice of the underlying is considered to be the at the
money series. There will be no at the money seriassituation where the market price of the underlying security
is exactly halfway between two series.
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Subsequent to an expiry month being initially kisten LIFFE CONNECT®, the minimum number of
series per expiry month will be as follows:

< 3monthsto expiry
For expiry months with a remaining lifetime of upand including 3 months:
At least 7 series
- 3 series around the money: Interval Scale A ' [TM+ATM+1%OTM
- 4 series: Interval Scale B "ATM+3 ITM+
2" OTM+3? OTM
> 3t0 <12 monthsto expiry
For expiry months with a remaining lifetime excegfd3 months and up to and including
12 months:
At least 5 series
- 3 series around the money: Interval Scale B ' [TM+ATM+1%OTM
- 2 series: Interval Scale C "ATM+2" OTM

> 12 monthsto expiry

For expiry months with a remaining lifetime exceegll2 months:

At least 3 series

- 3 series around the money: Interval Scale C ' [TM+ATM+1% OTM

The following tables provide a summary of the eissrrices per expiry month at time of listing:

Timeto
maturity

A price established on a trading day (T) will be teference used to determine the introduction of

additional series on the next trading day (T+1haoe at least the minimum number of in- and out-of-
the-money series listed.

1,2,3 months 6,9,12 months 18,24,36 months

The Exchange may apply an alternative scale ofcesseprice intervals to specified individual Equity
Option contracts if appropriate. Such alternatizales are notified by means of a Notice.

In relation to Bclear, the exercise price is confaple by the member, subject to parameters estedoli
by LIFFE A&M which are published by Notice and dvetNYSE Liffe websiteiww.nyx.com/liffe).
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Special Features of Flexible Options
It should be noted that:

0] a flexible UK Equity Option cannot be introdutwith the same expiry day and exercise price
as an existing standardized American-style exerpisgsical delivery UK Equity Option; and

(i) when a standardized American-style exercisgsiral delivery UK Equity Option contract is
listed with the same exercise price and expiry datan existing flexible Option series, the
existing flexible Option series will be novatedanhe corresponding American-style exercise,
physical delivery UK Equity Option contract series.

Contract Size

While the premium for an Equity Option is quotecence per share, the minimum unit of trading in
UK Equity Options is one contract, which nhormakpresents the options on 1,000 shares of the
underlying security. Occasionally, it is necesgargdjust the size of existing option contracts to
reflect changes in the capitalisation of compan@serned.

All orders in UK Equity Options should refer to thember of contracts and not to the number of
shares of the underlying security to which the aptiontracts relate; e.g. an order for options5,600
shares of the underlying security, where each achtepresents options on 1,000 shares, should be
placed as an order for 5 contracts. Orders camelxecuted in fractions of a contract.

Corporate Actions Policy

LIFFE A&M’s methodology for handling the consequea®f Corporate Actions is based on the
principle that, when the shares underlying an BoQjption (which has not been exercised) become ex
entitlement, options on such shares should be asdetodreflect in economic terms (as far as
practicable) a holding equivalent to the ex entigat shares and the relevant entitlement, and may b
effected as follows:

* by altering the exercise prices and the lot sizdkfEquity Options; or

* by substituting the underlying shares in a propartietermined by the ex entitlement holding
with the new underlying shares; or

» by settling (closing) UK Equity Options at theispective Fair Value.

As a general matter, contract adjustments are aderto reflect payment of normal dividends, whether
cash or scrip. However, where a dividend is idéatileé as a “special dividend” outside the normal
pattern of payments, it will be treated as a capiant leading to adjustment of the option exercis
price and contract size. Full details of the Exgeds Corporate Action Policy are published viaibkot
and on the NYSE Liffe websitevivw.nyx.com/liffe).
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Position Limits

LIFFE A&M imposes no limits on the number of UK BtyuOption contracts which any individual or
single group of investors may hold. However, theher of contracts held by any one investor or
group of investors in respect of a particular UKulEg Option must (pursuant to the Companies Act
1985) be disclosed to the relevant UK authorityegalthe holding of such contracts either alone or i
conjunction with a holding of the underlying shaiekess than 3% of the relevant share capitahef t
issuer.

Premiums

Premiums on UK Equity Options are currently quategounds sterling. Please refer to the Lists of
Contract Details for Exchange Contract No. 201 ldod201F ywww.nyx.com/liffe) for information
about the minimum price increment for each optieor UK Equity Options traded on LIFFE
CONNECT®, the premium is the only variable factor, all atterms of the options contract being pre-
determined. The premium is expressed as an arpeumption on a single share of the underlying
equity. It is payable to LCH.Clearnet by the bgyatearing member in full in cash pounds sterling,
with respect to each options contract (usually,00Q shares), by 10.00am London time on the
business day following the trade. Such premiurhlpéimade available by LCH.Clearnet to the selling
clearing member by 1.30pm London time on that day.

Exercise by Holders

If the holder of an option wishes to exercise igatrto buy or sell the underlying security at the
specified price (or to receive cash settlementéndase of certain flexible UK Equity Options), the
holder should instruct its broker to ensure thaEaercise Notice is submitted to LIFFE A&M. .An
Exercise Notice may be submitted to LIFFE A&M eitineanually or automatically. Options will only
be exercised if an Exercise Notice is submitted lBFE A&M. On the Last Trading Day, expiring

UK Equity Options that are in-the-money by the amtapecified by the Clearing Member in CPS (the
Clearing Processing Syst&wr, if the clearing member has not so specifigathe amount established
as the CPS default setting - will be exercisedb¥Erercise Notice being sent automatically to LIFFE
A&M.

In relation to UK Equity Options with American-styéxercise, holders are entitled to exercise UK
Equity Options on any LIFFE business day duringdpton’s life. In contrast, UK Equity Options
with European-style exercise may only be exerctsethe expiry day. If the quotation of an

& Two main functions are available through CPS. They ardi®osilaintenance and Margin Calculation. CPS
updates members’ positions in “real time” from tradesbdaaformation delivered through the Trade Registration
System. Members of LIFFE are able to interrogate ©Rfgtermine the positions on their accounts for all
contracts during the trading day. CPS updates userstihigiositions and allows for various transfer and
settlement operations in order that members’ end opdaitions can be reconciled so that the margining process
can take place. Atthe end of the trading day, and onceguositiintenance activities are complete, a set of
processes is initiated to enable CPS to calculateliaitivariation margin for all member positions.
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underlying security on which LIFFE options aredists suspended by the London Stock Exchange, the
holder of an option may still submit an Exerciseibia

All exercise instructions need to be given befarain cut-off times on each business day that are
established by the LIFFE broker with respect taliesnts, because the broker will need to enswae th
LIFFE A&M receives the Exercise Notice before 5.20¢6.00pm on an expiry day) London time. The
deadline is strictly observed by LIFFE A&M. Theeggise instructions are submitted to LIFFE A&M
by the relevant clearing member via a computeriteain The clearing system allocates the exercise
instructions to the open short positions held byAHFA&M in the same series by means of a computer
program which randomly allocates the clearing mesil@ecounts at LIFFE A&Mwithout
discrimination.

Allocation to Writers

By 7.00am London time on the day after timely sigsiain of an Exercise Notice, LIFFE A&M will
have randomly allocated a clearing member by wagnollocation Notice, requesting that it or one of
its clients who is an option writer in that serfekil the terms of the options contract. If aafang
member’s customer account is allocated, the clgariember is required, by random non-
discriminatory selection, to designate a custontes 8 a writer to receive the Allocation Notice.

Once a writer has received an Allocation Notice,whiter may not then close its position in that
contract by way of a closing purchase but must hotiwat contract by delivering the underlying
security in the case of a call option, or by takitedjvery of the underlying security in the caseqiut
option (or to cash settle in the case of certarifle UK Equity Options). If, in light of the uedying
security price, a writer of an option were to aiptdde an allocation and early in the morning puseha
an equivalent option to close the open positioawhiter may not assume that its obligations as a
writer have been extinguished until it receivesframation from its broker. If the writer has been
allocated but not yet informed by its broker, thiempt to close the written position will have riéad
in the writer’s having purchased an option to opaerew position and the writer still having to futfie
obligations of the written position which was akbed.

LCH.Clearnet is a principal to the clearing membenespect of the equity transactions resultirogrfr
the exercise of an option.

Upon receipt of written confirmation from LIFFE A&My both the clearing member that provided the
Exercise Notice and the clearing member that wlasatked, both members are required to ensure that
details of the resulting equity transactions witbH.Clearnet are input to CREST for settlement (in
relation to physical delivery UK Equity Optionshny stock transactions that result from an Equity
Option exercise remain subject to the LIFFE Contfarms and thus to standard equity settlement
procedures via CREST.
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Dividends

The holder of a call contract is not entitled toaiwe any payment of dividend, whether or not m th
form of cash, declared on the underlying secur@pnsequently, no adjustment is made to the tefms o
LIFFE Equity Option contracts as the result of tinelerlying security being marked “ex dividend” with
respect to normal dividends, although allowancehis may be reflected by changes in the premiums
at which contracts trade in the market. It shdaddchoted that in the UK, dividend payments may be
more random and hence less predictable than ingheMany UK companies do not pay dividends on
fixed dates each year, are more likely to do styedrly than quarterly, and sometimes pay special
dividends.

In order to receive the benefit of a dividend, &koof a call contract must exercise before the
underlying security is declared “ex dividend” by thondon Stock Exchange. The London Stock
Exchange seeks to provide a minimum of three basidays’ notice of declaration of a security going
ex dividend, but under UK practice the timing o€suleclarations is within the discretion of theuess
company. To exercise an equity option “cum diviieior an equity going ex dividend, it is necessary
to submit an Exercise Notice prior to the exerdeadline on the last day on which the stock isitigd
“cum dividend”.
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UK INDEX OPTIONS

LIFFE makes available two different options on HI&SE 100 Index. These are the standardized FTSE
100 Index Option with European-style exercise (IFREONNECT and Bclear) and the flexible FTSE
100 Index Option with European-style exercise orefican-style exercise (Bclear only).

The stocks constituting the FTSE 100 Index repretenleading UK equity shares listed on the
London Stock Exchange, in terms of capitalisatiod Bquidity. The FTSE 100 Index reflects the
values and risks of a broader and marginally dsffiéuniverse of companies than the aggregate ettho
for which trading exists in UK Equity Options. SerdK Equity Options are on stocks that are not
included in the FTSE 100 Index.

Development of UK Indices

The FT 30 Industrial Share Index was first publghe1935 in response to demand from investors for
a yardstick by which to measure the performandab®UK equity market and the behaviour of their
portfolios. For more than fifty years it servedtlas barometer of day-to-day movements in shaegri
in the UK. Itis an unweighted Index.

As equity investment became more sophisticatedndteel was felt for a more refined measurement of
the market, and in 1962 the Financial Times inatmration with the Institute of Actuaries developed
the “FT Actuaries Share Indices”. The resultani-Zhare Index” covers more than 740 different
companies divided into six main groups and subadigiinto thirty-five different market sectors. Fke
FT Actuaries Indices are “weighted” i.e. the large company the greater the influence on the Index

The creation of the Financial Times-Stock Exchah@@ Share Index (“FTSE 100 Index”) marked a
further stage in this process of developments # capitalisation weighted index which is
representative of the market, and sufficiently caotgo be calculated every 15 seconds througheut th
trading day.

How the FTSE 100 Index is compiled
The Index is calculated by FTSE International (“IETS It has been published since 3 January 1984,

with a base value of 1000.0. The annual high-lamge of the FTSE 100 Index in recent years has
been:

2001 2002 2003 2004 2005 2006 2007 2008
High 6360.3 5362.3 4491.8 4826.2 5647.2 6260.0 @732 6376.6
Low 4219.8 3609.9 3277.5 4283.( 4765.4 5506.8 3B58. 5150.6
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With few exceptions, the largest 100 UK-listed camigs by market capitalisation are included in the
FTSE 100 Index. These leading 100 companies atdouapproximately 80 per cerf the total
market value of all UK equities, so the Index cevaery substantial part of the market and caesla
closely to the FT Actuaries All-Share Index.

In accordance with the Ground Rules for the managemf the UK Series compiled by the FTSE
Actuaries Share Indices Steering Committee, the@a/Middle East/Africa Indices Committee,
composed of market users and representatives frerRTSE International, the London Stock
Exchange, and LIFFE A&M, meets periodically to ddes any changes in the constituents of the
FTSE 100 Index which may be necessary, princigallyeason of size and weighting changes.

The performance of a portfolio of stocks, othemtbae composed of all stocks in the FTSE 100 with
appropriate weightings, will not necessarily beroried by the performance of such Indices. It maty n
be possible to purchase a portfolio of stocks ¢tuistg the FTSE 100 Index nor to sell such a
portfolio, at the Index price.

Calculation of the FTSE 100 Index

The value of the FTSE 100 Index is calculated bETEvery fifteen seconds by taking actual traded
prices of the constituent securities and applyimg@thmetical formula. The Index may exist in the
following states:

1. Firm

The Index is being calculated during the Officiahfidet Hour®’ of the London Stock
Exchange on actual trades from SETS. No messdgbendisplayed against the Index value.

2. Closed

FTSE has ceased calculating the Index for the déme message “CLOSE” will be displayed
against the Index value calculated by FTSE.

3. Held

During Official Market Hours, the Index has exceggee-set operating parameters (i.e. the
Index level has moved by more than 10% within @gitrading session) and real time
calculation of the Index has been suspended. Hssage “HELD” will be displayed against
the last Index value calculated by FTSE.

° As at 25 May 2006.
10 Official Market Hours are defined as that period whefl SE open for order execution, i.e. between 08.00 and
16.30 (London Time).
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4, Indicative

If there is a system problem or situation in thekaathat is judged to affect the quality of the
constituent prices at any time when the Index indealculated, the Index will be declared
indicative (e.g. normally where a ‘fast marketsexin the equity market). The message “IND”
will be displayed against the Index value calculdig FTSE.

On the third Friday of each month FTSE Internatiaadculates the Expiry Value for expiring FTSE
100 Index Futures and Options. The Expiry Valudesved from an intra-day auction in each of the
100 stocks within the Index, as explained on p&yeBuring the auction period, an indicative Expiry
Index is calculated and published. The Expiry lndtectively indicates the level at which the fina
settlement price of expiring FTSE 100 Index Optiamaild be set if the intra-day auction were to eeas
at that moment.

FTSE 100 Index Options may continue to be availédné¢rading when the FTSE 100 Index is “Held”
or “Indicative”. Currently, standardized FTSE 1@@ex Options are not available for trading whes th
Index is “Closed”, while flexible FTSE 100 Index tams are available until 5.00pm (London time).

The closing value of the Index is calculated frém dfficial closing auction uncrossing prices
published by the London Stock Exchange following ¢tosing auction call. The closing auction call
period for all SETS securities runs from 4.30pr 86pm (London time) (specifically, the closing
auction call period has a random end time betwe@s@pm and 4:35:30pm). In addition, the closing
auction call period may be extended under certagumstances in order to reduce the likelihood of
unrepresentative prices being generated. Duriaglthsing auction, continuous trading is disabled,
although London Stock Exchange member firms are tabénter and delete orders. Orders are then
matched during the closing auction uncrossing plenging the London Stock Exchange’s uncrossing
algorithm.

The FTSE 100 Index Option Contract Specification

LIFFE lists two types of FTSE 100 Index Optionstandardized European-style exercise Option and a
flexible Option (which may be European-style exeecdr American-style exercise). European-style
FTSE 100 Index Options are exercisable only orr gvgdiry day, whereas American-style FTSE 100
Index Options are exercisable on any business gay and including their expiry day.

Each FTSE 100 Index Option represents a notiorakwaf £10 multiplied by the FTSE 100 Index.

This means that if the FTSE 100 Index stands a 688ch contract has an underlying value of
£60,000.
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Expiry Months and Exercise Prices:

Standardized FTSE | Flexible FTSE 100 Index
100 Index Option Option

(European-style) (American and
European-style)

Expiry Eight quarterly Any business day as
Months/Expiry Days| months on March, | specified by the
June, September, | counterparties, up to, and
December cycle plusg including, the business
such additional day five years and six
months that the four| months from the date the
nearest calendar contract is made.
months are always
available for trading.
Exercise Prices Please see below Any whole nuntber o
index points

For FTSE 100 Index Options within LIFFE CONNE®, Thultiple series intervals are applicable per
expiry month. The around-the-money series havdlenseries intervals in comparison to the deeper
in-and-out-of-the-money series. In this way, LIFs&eks to create more diversity between the series
available for trading.

LIFFE will introduce a minimum number of series papiry month depending on the remaining
lifetime of the expiry month. The minimum numberiwfthe-money (ITM), at-the-money (ATV) and
out-of-the-money (OTM) series to be introducediadliy will be as follows:

<1 month to expiry
For expiry months with a remaining lifetime of upand including 1 month:
At least 21 series
« 5 series around the money - Interval Scale AITM+2" ITM+ATM+1% OTM+2™ OTM
« 16 series - Interval Scale B: "BTM until 10" ITM+
39 OTM until 10" OTM

>1to< 4 monthsto expiry
For expiry months with a remaining lifetime excewgiL month and up to and including 4 months:
At least 21 series

" The option series whose price differs the least from tice pf the underlying index is considered to be the at-
the-money series. There will be no at-the-money seriasituation where the market price of the underlying
security is exactly halfway between two series.
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« 15 series around the money - Interval Scale€'BTM until 7" ITM+ATM+
1'OTM until 7" OTM
« 6 series - Interval Scale C: " grM+9™ ITM+10™ ITM+
g" OTM+9" OTM+10" OTM
> 41t0< 12 monthsto expiry
For expiry months with a remaining lifetime exceggid months and up to and including 12 months:
At least 21 series
« 15 series around the money - Interval Scal€'CtM until 7" ITM+ATM+
1'OTM until 7" OTM
+ 6 series - Interval Scale D: NGTM+9" ITM+10" ITM+
8" OTM+9" OTM+10" OTM
> 12 to < 24 monthsto expiry
For expiry months with a remaining lifetime exceeglil2 months and up to and including 24 months:
At least 21 series
« 7 series around the money - Interval Scale E{TM+2" ITM+3™ ITM +ATM+
1" OTM+2 OTM+3% OTM
« 14 series - Interval Scale D: " 4TM until 10" ITM+
4" OTM until 10" OTM

The exercise price of each such series is fixextaordance with the following scheme:

FTSE 100 Index Interval Schemein Pence
Interval Scales

ScaleC
100

The following tables provide a summary of the eig@rices per expiry month at time of listifg

12 Series shown above ATM are OTM calls/ITM puts. Sestesvn below ATM are ITM calls/OTM puts.
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IX
VIII

VII VII Scale D
VI

\%

1V

111

1l

|
ATM ScaleC

VII Scale D
VIII VI
IX Scale D IX
X X
Tlme_to 1 month 2,3,4 months 6,9,12 months 151821,24
maturity months

A price established on a trading day (T) will be teference used to determine the introduction of
additional series on the next trading day (T+1hdwe at least the minimum number of in- and out-of-
the-money series listed.

Premiums: For the FTSE 100 Index Options, the puenibr each series is quoted in Index points.
Thus a quote of, say, 30 Index points would repreadotal consideration per contract of £300 (plus
commission). The minimum permitted price fractisri/2 of an Index point.

Special Features of Flexible Options
It should be noted that:

() a flexible Option cannot be introduced with theame expiry day and exercise price as an
existing standardized European-style exercise FItBEIndex Option; and

(i) when a standardized European-style exerciseET00 Index Option contract is listed with the
same exercise price and expiry date as an exi#éridple Option series, the existing flexible
Option series will be novated into the correspogditandardized European-style exercise
FTSE 100 Index Option contract series.

Calculation of Index Value for Exercise of FTSE 168ex Options

The expiry day (known as the “Last Trading Day") fiee standardized FTSE 100 Index Option is the
third Friday of the expiry month. On that day,iaima-day auction is held on the London Stock
Exchange which is used to derive the price of eachponent stock in the FTSE 100 Index. The intra-
day auction begins at 10.10.00am (London time)aras at a random time between 10.15.00am and

35



10.15.30am (London time) unless pre-set price patars are breached (in which case the auction in
the stock(s) in question is extended until 10.28m@London time) at the latest).

The prices derived from the intra-day auction aedito determine the Expiry Value of the FTSE 100
Index on which the final settlement price (knowrtlas “Exchange Delivery Settlement Price” or
“EDSP”) of the standardized FTSE 100 Index Opt®based. Trading in expiring series ceases as
soon as reasonably practicable following deterronatf the Expiry Value.

The same process is applied to those flexible FIBEIndex Options which have an expiry date of the
third Friday of the month. For those flexible FTS8D Index Options which have an expiry date other
than the third Friday of the month, the EDSP wdldetermined by reference to the prices of
constituent stocks derived through the closingianain the London Stock Exchange. On such days,
trading in the expiring series of the flexible FTSED Index Option ceases at 4.30pm (London time).

Exercise, Assignment and Settlement of the FTSEId®&x Option

Exercise entitles the holder to cash settlement, amlpounds sterling, of an amount equal to £&res
the difference between the EDSP and the exercise pf the contract. Standardized FTSE 100 Index
Options, and those flexible FTSE 100 Index Optieite European-style exercise, may only be
exercised on the relevant expiry day (Last Tradlag). In contrast, those flexible FTSE 100 Index
Options with American-style exercise may be exeatisn any business day, up to and including the
relevant expiry day. If the holder wishes to eis@n option, the holder should instruct its brake
ensure that an Exercise Notice is submitted to EIR&M. An Exercise Notice may be submitted to
LIFFE A&M either manually or automatically. Optismvill only be exercised if an Exercise Notice is
submitted to LIFFE A&M. On the Last Trading Daxp&ing FTSE 100 Index Options that are in-the-
money by the amount specified by the clearing mermb€PS (the Clearing Processing System) — or,
if the clearing member has not so specified, byatieunt established as the CPS default setting - wi
be exercised by an Exercise Notice being sent aittoatly to LIFFE A&M.

When a FTSE 100 Index Option contract is exerciaesiiiter of the same series is randomly allocated
overnight. Settlement of the cash consideratien tlakes place the day after the day of submission
the Exercise Notice (whether effected manuallyyoatitomatic exercise).

Position Limits

There are no position limits for any of the optmntracts traded on LIFFE.
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TAXATION AND TRANSACTION COSTS

Before engaging in UK Equity and UK Index Optioranisactions, US entities should consult their own
tax advisors with respect to UK and US federatessand local tax considerations relevant to thdime
following discussion does not purport to be exhigastr applicable to particular circumstances and
only refers to the tax regime applicable at the aditpublication of this document.

This discussion is not intended to be and cannoiskd for the purpose of avoiding penalties. This
discussion was written to support the promotiomarketing of the products discussed herein.. U.S.
entities should seek advice based on their paaiiaitcumstances from an independent tax advisor.

UK Taxes

Advice has been received from external accounthatsUsS resident investors are not liable for UK
income, capital gains, corporation or value add&AlT)) taxation on transactions in LIFFE options,
unless their options dealings are transacted itv#éhrough a permanent establishment in the UK, or
are associated with such an establishment’s traddS resident’s transactions in LIFFE options
through a UK broker who acts for the non-residenpart of its normal business would not alone
establish a taxable presence of the US residahei/K.

There is no stamp duty/Stamp Duty Reserve Taxtfwrdransfer tax) payable on transactions in UK
Equity and Index Options. If the underlying setyuis bought by exercise of a call option or sojd b
exercise of a put option, stamp duty/Stamp DutyeResTax will be payable by the purchaser, unless
registered as an options intermediary under UKslagion, on the transfer of the underlying security
When the settlement of the underlying securitydfanis conducted through the CREST system, the
applicable stamp duty/Stamp Duty Reserve Tax igraatically collected and paid to Her Majesty’s
Revenue and Customs (“HMRC”). Please see pagerdihfexplanation of the CREST system.

US Taxes

Income tax considerations in the US may signifiseatfect the profitability of options transactigns
including those effected abroad. The rules gowgrfederal income taxation of options transactions,
domestic and foreign, by US entities are complekaften depend upon an investor’s particular
situation. In this connection, advice has beepiwed from US counsel that LIFFE options held by US
entities will not be subject to the mark-to-margetvisions of Section 1256 of the Internal Revenue
Code (the “Code”) or treated as “qualified covecatl options” for purposes of the provisions of the
Code governing straddles, because LIFFE curresthpt designated by the Secretary of the Treasury
as a “qualified board or exchange” for those pugsos The position would change if LIFFE were so
designated in the future, and US transactors shakklthat into account. In addition, the acqigsit
and disposition of pounds sterling by investors sehfunctional currency” is the US dollar may be
subject to the provisions of the Code governingda&tions in foreign currency.
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Transaction costs

The transaction costs borne by investors includ&dss’ commissions that reflect charges for opening

and closing positions and for exercise. LIFFE du@smpose minimum or maximum commission

rates, which are a matter to be decided betweemémeber broker and customer. LIFFE charges an
exchange fee for contracts traded on LIFFE CONNE@Tirrently 25 pence per contract for UK Index
Options, and 37 pence per contract for UK Equityi@ys). In each case, the Exchange charges a
clearing fee of 3 pence per contract. The Exchahgecharges an exercise fee (currently 20 peece p

contract) to the exercisor only plus a £3 CREST tpensaction” charge for UK Equity Option
delivery. LIFFE members generally pass these &saog to clients.

Bclear transactions fees and fee caps for UK EdDfitions and Index Options are shown below:

UK Equity Options

Fee Caps per Transaction

Fee per contract

Proprietary Business

Client Bssine

Exchange Fee

Clearing Fes

Exchange F

ee

Clearing

FEechange Feeq

h

Clearing Fe

£0.25

£0.03

£60

£15

£120

£30

UK Index Options

Fee Caps per Transaction

Fee per contract

Proprietary Business

Client Bssine

Exchange Fee

Clearing Feg

Exchange F

ee

Clearing

FEechange Feeq

h

Clearing Fe

£0.22

£0.03

£600

£150

£1,200

£300

For transactions with multiple legs, each leg iarged separately, up to the fee cap (i.e. for these
purposes, each leg is treated as a separate ttian3ac
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CLEARING AND SETTLEMENT

LIFFE A&M is a self-clearing RIE. It performs caih clearing functions itself and outsources others
to its Clearing Services Provider, LCH.ClearneCH.Clearnet is a Recognised Clearing House under
the Financial Services and Markets Act 2000.

The clearing services that it provides to LIFFE A&Mits capacity as a Clearing Services Provider ar
as follows:

(a) to manage LIFFE clearing members’ protectedrgays system accounts with LCH.Clearnet
and to make cash calls on and cash payments tdaL dkdaring members through the protected
payments system;

(b) to undertake and manage the settlement angedglof transactions;

(c) to receive from LIFFE clearing members (in them of cash or other permitted collateral),
cover in respect of initial margin (including amgra-day margin) as principal in order to
collateralise obligations undertaken by LCH.Cle&aineespect of a LIFFE clearing member
position on default;

(d) to receive from or pay to LIFFE clearing mensb@r otherwise to net or set-off against other
amounts owing to or payable by LCH.Clearnet), aschse may be, amounts in respect of
variation margin arising under LIFFE contracts; and

(e) to manage LIFFE clearing member defaults.

LIFFE A&M is central counterparty to all trades the LIFFE market and LCH.Clearnet is not in
normal circumstances a contractual counterpartyR6E contracts, notwithstanding that it collects
and pays premiums, variation margin and other pagments as principal on a net basis and is liable
principal in respect of delivery obligations arginnder LIFFE contracts. However, in the event of a
LIFFE clearing member default, the positions of deéaulting member automatically novate to
LCH.Clearnet as counterparty under the LIFFE defalks, and LCH.Clearnet becomes an
intermediate counterparty between the defaulte diREE A&M to enable continuing performance by
LIFFE A&M to the market. To facilitate this novati, LCH.Clearnet is a special member of the LIFFE
market and LIFFE A&M is a special member of LCH&1eet. LCH.Clearnet collects initial margin in
its own name in respect of LIFFE business. A ttipaclearing membership agreement between
LIFFE A&M, LCH.Clearnet and each clearing membesvides for the default novation provisions,
and reflects the split of other functions betwedfHE A&M and LCH.Clearnet. Amongst other
things, that agreement clarifies that:

0] LIFFE A&M'’s rights/obligations to receiygay a daily settlement to market amount are
extinguished from the point that LCH.Clearnet makeshe clearing member’s accounts to
reflect such amount in a net financial positiontted member vis a vis LCH.Clearnet across all
markets for which LCH.Clearnet clears its businesst
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(i)  rights/obligations in relation to delives and payments therefor that would otherwisesaris
between LIFFE A&M and the clearing member undehvigdial contracts are discharged and
performed instead between the clearing member &tdl Clearnet as principal.

Upon a clearing member being declared a defaulerexplained above, LCH.Clearnet will become
the counterparty to a defaulting clearing membek ldfRFE A&M. LCH.Clearnet will be responsible
for managing the financial consequences of theuliefa

The sequence of financial protections to be apfliedCH.Clearnet in the event of a clearing member
default is as follows:

1. Defaulter’s initial Margin (including excess laikral posted).
2. Defaulter’'s Default Furtdicontribution.

3. Up to £20 million of LCH.Clearnet's capital areserves.

4, Remainder of Default Fund.

5 Remainder of LCH.Clearnet’s capital and reserves.

Each member’s Default Fund contribution is assessedy three months on the basis of that member’s
initial margin and (in the case of exchange tragdieavatives) trading volumes over the precedingéhr
months. The Default Fund is mutual in naturehim $ense that any loss faced by LCH.Clearnet as a
result of a default which cannot be met from thiadker's margin cover at LCH.Clearnet or from his
contribution to the Default Fund will be met by thefault Fund generally. Customers of a defaulting
clearing member will have no contractual relatiopshith LCH.Clearnet, but are protected to the
extent of their client agreement and any segregaticangements in place with that member.
LCH.Clearnet uses a stress testing model to ettsatdéts post-default financial backing is of
appropriate size. The stress testing model asséss@dequacy of initial margin requirements ded t
£582 million Default Fund on the basis of extremeg@movements in all contracts for which
LCH.Clearnet provides clearing services.

Trade Registration

Once an options trade has been executed in LIFFENETT® or confirmed within Bclear, it is
immediately registered with the Exchange and sulbgetnmediate novation as described on page 16
(Contractual Basis of LIFFE Business). A messatjeoe sent automatically to the trader(s) who have
executed/submitted the trade to notify them of sexarution/confirmation. At the same time, fortbot
LIFFE CONNECT and Bclear, the details of the trade are transthitomatically to LIFFE’s Trade
Registration System (“TRS”), which is a real-timatghing system.

13 This fund is a single fund used in respect oftadl markets and services, for which
LCH.Clearnet provides clearing services, i.e. tbadon Stock Exchange, LIFFE, the London
Metal Exchange, RepoClear, SwapClear and SWX Europe
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TRS provides members with the facility to perfohme following post trade administration functions:

« Allocation of Trades: When a trade has been ua#lert on a brokerage basis on behalf of
another member, TRS provides a facility for theedktion process to take place through a
‘give-up’ transaction.

* Assignment of Trades: TRS provides a facility nalgle members to assign trades to one of a
number of specific account types. This processalltrades to be assigned to the correct
clearing account prior to clearing processing beindertaken at the end of the day.

In addition, TRS also gives users a wide rangengligy and trade report functions.

The day after a trade is made the clearing meiminger will pay premium to LCH.Clearnet, by
10:00am London time, and LCH.Clearnet will pay ihemium to the clearing member seller by
1:30pm London time. While no direct link then rensabetween the buyer and seller in the original
trade, for every current holder of an options caxcitthere is a current writer with a correspondipgn
position.

When a holder exercises a contract, LIFFE A&M apfgiby a process of random selection, a clearing
member who is, or has a customer who is, a writerantract in the same series, to deliver or to
receive shares or to cash settle in accordancetigtterms of the contract. LCH.Clearnet becomes a
principal to each resulting equity delivery contrdor example, the clearing member exercisor pfia
option will deliver the shares to LCH.Clearnet'sagnt within CREST (the UK equity settlement
system), and LCH.Clearnet will deliver the shamethe selected writer.

As the counterparty to every clearing member LIF&EM removes counterparty risk between clearing
members.

LIFFE A&M is not counterparty to trades with custers. Behind contracts between LIFFE A&M and
a clearing member there may exist further “backack” contracts; for example, if a customer buys an
option the clearing member is the seller to thentland the buyer from LIFFE A&M (once the trade
has been registered). These customer contracssibject to LIFFE Rules, but LIFFE A&M is not a
party to them.

Clearing Members
LIFFE has two types of clearing members: IndividGbdaring Members who clear and settle business
for their own account or, in the case of brokerlglesa on behalf of their customers; and General

Clearing Members who, in addition, clear and sdtdtisiness on behalf of other LIFFE members. All
trades of non-clearing members must be clearedidifra specific clearing member.
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All clearing members must also be members of LCék@iet and all are subject to standards of capital
adequac}y. Clearing members must also satisfy LIFFE A&M &@H.Clearnet that they have
adequate systems and controls to clear and settlest

Clearing members undertaking business for cliergsabject to UK client money rules or, if they are
authorized outside the UK, similar rules of theevant regulator. In the European Union, thosesrule
are governed by the Markets in Financial Instrum&itective. Most LIFFE clearing members are
UK-authorized. They are required to segregate aostdunds except in instances where the invedtor, i
permitted to do so, contracts out of the segregagquirement. Each clearing member may have two
accounts with LCH.Clearnet: one for segregatedotnst business (the “Client margin account”), and
one for all house and non-segregated client busifiee “House margin account”). Neither
LCH.Clearnet nor the clearing members can offsdilities on the House margin account with credits
arising on the Client margin account.

Time of Settlement

All trades on LIFFE are transacted for settlemgnpéyment of premium and initial deposit of margin
by the writer, by 10.00am London time on the bussngay after the day of trade. Member brokers will
require their customers to provide them with theead premium, and if writers with margin, before
that time. Although a minimum margin is establhy LIFFE A&M a member may increase this for
customers at its discretion.

On the business day after the day of trade, LIFBi¥fakes available to all clearing members
statements showing their transactions for the press/day with details of premiums payable and
receivable, together with fees and margin requirgmeAny payment due must be made to
LCH.Clearnet by 10.00am London time and monies Iplaylay LCH.Clearnet will be available to
clearing members from 1.30pm. Sterling, dollar antb transactions are processed with same day
value the next business day. Similar arrangenapyfy in the case of Net Liquidation Value (NLV)
payments, which are discussed below.

LCH.Clearnet has established procedures for segtiéand margin collection for all of the currencies
in which LIFFE contracts are denominated. It iswdetory for clearing members to maintain
appropriate currency accounts at LCH.Clearnet aygal®anks for all contracts they clear. In additio
LCH.Clearnet has formal multi-currency overdraftl doorrowing facilities with a number of major
banks.

4 In practice capital requirements are set by LCH@kaather than by LIFFE A&M. Clearing members will,
however, also be subject to capital adequacy requirersenitsy their regulators.
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Margin Maintenance

Margin provided to LCH.Clearnet by or on behalfagfters is required to be maintained.
LCH.Clearnet revalues the margin position on astl@eadaily basis to take account of changes or
volatility in the market price of the underlying Ws€curity or Index and in LCH.Clearnet’s valuatafn
margin collateral provided in the form of secustieAll clearing members must provide LCH.Clearnet
with margin cover to cover the risk on their tatat positions for each account. Margin is alstedal
on equity delivery contracts resulting from thereise of UK Equity Options. LCH.Clearnet revalues
the margin requirements each night using the Lor&®AN method. London SPAN (Standard
Portfolio Analysis of Risk) was adapted from thed@go Mercantile Exchange’s margining system,
which is designed to match margin to risk. Lon&HAN does this by simulating how a portfolio
would react to changing market conditions. Undaerding London SPAN is published by
LCH.Clearnet and is available from the LCH.Cleamebsite at (www.Ichclearnet.com). The initial
margin requirement for the portfolio is the largests identified under these various market coongi
that might reasonably occur, taking into accousk dffsets within the portfolio, including those
between index options and index futures. Initiakgin is refunded when the position is closedis It
designed to protect LCH.Clearnet in the managemieatclearing member’s default against the worst
likely loss from one or two days’ move in the markalet Liquidation Value (“NLV”) is the value of
the portfolio at closing market prices. It reprgsethe income or expenditure which would be
associated with closing out an Equity or Index @pti This figure is added to initial margin to give
total margin requirement. During the day LCH.Crestrmonitors market prices and clearing members’
positions and may call for additional margin paytserLCH.Clearnet’s margin requirements are only
applicable to clearing members. Brokers set thegmaequirements applicable to their customers.

Margin Collateral

Arrangements for the provision of margin cover armaatter for negotiation between the customer,
broker and clearing member.

LCH.Clearnet accepts a variety of collateral tyfrem clearing members in respect of their margin
liabilities. These apply to both initial margindaNLV payments (both of which LCH.Clearnet holds as
principal in view of its responsibilities in the magement of a clearing member’s default). Members
may meet margin requirements by cash paymentsifottowing currencies: sterling, US dollars, yen,
Swiss francs, anduro. In addition, LCH.Clearnet will accept anemdive range of collateral including
approved bank guarantees, certain UK treasury, hiksgilts, sterling and US dollar certificates of
deposit, German, Italian and Spanish governmend$and UK equities. Any such securities must be
charged to LCH.Clearnet by the clearing membecooedance with LCH.Clearnet procedures. Any
UK equities charged to LCH.Clearnet as collaterasie registered in the name of a UK depository
company approved by LCH.Clearnet. Where custowcteasge UK equities to clearing members or
other brokers, without intending those securiteebe charged by a clearing member in favour of
LCH.Clearnet, the parties may make such arrangenanthey wish for the collateral.
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To avoid frequent changes in the amount of colédferovided, clearing members may lodge cover
with LCH.Clearnet in excess of the minimum. LCHe&inet pays interest to clearing members on
balances lodged. Interest payments are made abtison Deposit Rate. This is currently the
overnight London Inter-Bank Bid Rate (LIBID) min@8 basis points.

With the customer’s permission, equities belondmg client may be “passed through” the customer’s
broker to the clearing member and to LCH.Cleardaty securities over which LCH.Clearnet has a
security interest will be used to cover the cleguimember’s liabilities to LCH.Clearnet; these lidlgs
are not the same as, and may be significantly talhga, the customer’s liabilities to its brokedan

the event of a default such securities may be lspldCH.Clearnet without reference to the customer.
Where a customer only permits a security interesuch equities, in favour of its direct countetpar
(the broker or clearing member), the clearing mamtiy need to provide other forms of margin cover
to LCH.Clearnet.

Certificateless Transactions

No certificates of ownership are issued to holaéisIFFE options contracts. LIFFE A&M maintains a
daily record of contracts held and written, andrgwveember firm of LIFFE is required to keep a
continuous record of the option contracts held ott@n by its customers. Transactions in LIFFE
options are evidenced by contract notes (adviaes$)pariodic statements issued by members to their
customers.

While LIFFE members are subject to general regtyatwersight by LIFFE A&M and most by the
FSA, neither LIFFE A&M nor LCH.Clearnet is respdbisi for inaccuracies or omissions in advices or
statements rendered to customers by member firms.

Because option contracts held or written by custemras well as the day-to-day margin requirements,
are in the books of the member through which thgiral transactions were made, further transactions
should be made through the firm which executedpiening purchase or sale. A customer may request
the transfer of its open option positions from fima to another by issuing to both the transferriing
and the receiving firm a written instruction tortséer its account.
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UK EQUITY SETTLEMENT SYSTEM
Settlement of LIFFE Options Transactions

For both buy and sell transactions in LIFFE optjgremiums are payable or receivable on the
business day following the trade. Exercise of Wldx Options, and certain flexible UK Equity
Options, is for cash only settlement, which takese on the business day following exercise. Such
settlements of opening and closing transactioradl inlFFE options and of exercise of UK Index
Options are conducted with LCH.Clearnet. Nonehete involves the UK equity settlement system.

Equity Settlement Period

Under three-day rolling settlement, T+3, introduoad February 2003, all securities transactionstmu
be settled three business days after the datedfdbe. Equity transactions arising as a resuhle
exercise of an equity option are settled four dftexr the Exercise Notice is received by LCH.Clearn

CREST

CREST is the electronic settlement system for shanel other corporate securities in the UK and
Ireland. Itis owned and operated by Euroclearasid Ireland Limited, which is a Recognised
Clearing House under the UK Financial Servicesiadkets Act. 2000. CREST provides for the
simultaneous exchange of payment and securitirareS of companies and other corporate securities
that are settled through CREST are fully demategd! that is, they exist only in electronic formda

no certificates exist anywhere for such sharegoursties. That said, if a shareholder requiresiaal
certificates he is able to obtain them, throughbinésker, by using the CREST Courier and Sorting
Service ("CCSS”). The CCSS takes receipt of, d@sdaiches, physical certificates in respect ofehar
transactions being settled through CREST. Ceatiéis received in this way will be passed by CCSS to
the registrar for the securities in the case aédshly a person who has physical certificates. The
registrar will pass securities to the CCSS in cage=sre the purchaser has requested a physical
certificate. The CCSS matches the certificateh @fi¢ctronic instructions entered into CREST (see
below).

The process of settlement begins with the partiesttansaction sending their electronic instrungito
CREST as soon as possible after dealing. In the chthe exercise of a UK Equity Option,
LCH.Clearnet will be the principal in CREST bothtke exercising clearing member and to the
clearing member which has been selected as therwiffithe UK Equity Option. CREST matches each
party’s electronic instructions. Once this has beéame, CREST checks that the seller has adequate
stock available to deliver and that the buyer ltexjaate credit available to pay. If the necessary
conditions are satisfied, the transaction will beled. If not, CREST will continue to check
throughout that day and continually thereafterluhis possible to settle the transaction. All
transactions are settled gross in CREST and areettsd.
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The legal basis for these arrangements is provigetie UK Uncertificated Securities Regulations
2001.

Additional Information

Information is available on both the NYSE Liffewyw.nyx.com/liffe) and the LCH.Clearnet
(www.lchclearnet.comnwebsites.
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APPENDIX ONE

Bclear

The following are eligible products for submisslonUS members, affiliates and authorized customers:
Standardized physical delivery UK Equity Optionsr{@rican-style exercise) and flexible physical
delivery and cash settled UK Equity Options (Amernisstyle exercise and European-style exercise).

Standardized cash settled FTSE 100 Index Optionffean-style exercise) and flexible cash settled
FTSE 100 Index Options (American and European-gtyégcise)

Minimum volume thresholds

UK Equity Options submitted to Bclear are subjecthte following minimum volume thresholds:

Country Standardizét| Flexible
UK 250 1

UK Index Options submitted to Bclear are subjedhmfollowing minimum volume thresholds:

Standardized Index . .
Index Option§6 Flexible Index Options
FTSE 100 500 100

15 standardised UK Equity Options are those which have the eaonomic characteristics (i.e. underlying share,
exercise price, expiry date, exercise style and settlestgn) as those available on LIFFE CONNECT

16 standardised Index Options are those which have the same écahanacteristics (i.e. underlying index,
exercise price, expiry date, exercise style and settlestya) as those available on LIFFE CONNECT
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