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LONDON NOTICE No. 3213

ISSUE DATE: 5 November 2009
EFFECTIVE DATE: 23 November 2009

INTRODUCTION OF SHORT AND MEDIUM GILT CONTRACTS

Executive Summary

This Notice informs Members of the introductiontloé Short Gilt Futures Contract and the Mediuimn
Gilt Futures Contract.

1. Introduction

1.1 In response to demand from Members, the Exehdrag decided to launch Short and
Medium Gilt Futures Contracts (“the Contracts”)domplement the successful Long Gilt
Futures Contract. This Notice informs Members thatContracts will be made available for
trading on LIFFE CONNECTon and fron23 November 2009.

1.2 This Notice provides Members with the followirigformation with respect to the
introduction of the Contracts:
(a) summary and full legal Contract Specifications;
(b) trading subscription;
(© contract codes and delivery months;
(d) trading facilities;
(e) business days and trading hours;
()] fees;
(9) statement in relation to Gilt Contracts;
(h) U.S. regulatory position; and

0] market making arrangements.
2. Contract Details
2.1 On and from 23 November 2009, the Contractl beamade available under the terms of

Exchange Contract No. 144, the full legal Cont&ecification for which forms Attachment
1 to this Notice. (Exchange Contract No. 144 igemeric Contract Specification which
incorporates the existing Long Gilts Futures Caritess well as the new Short and Medium
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Gilt Futures Contracts.) The summary contract dations form Attachment 2 to this
Notice.

Members should note that as for all existingRE Contracts, LIFFE Administration and
Management (“LIFFE”") shall be the Central Countetypdor the Contracts. As an interim
measure, the Exchange has determined to use thg Gdn Contract Specification as the
basis for the new Contract Specification and ty @ the deeming provision set out in
London Notice No. 3159, issued on 8 June 2009.s Bfates that any references to the
“Clearing House” in any contract in the terms @flEFE exchange contract and its associated
Administrative Procedures shall be read as beingference to LIFFE, acting as central
counterparty, save where LCH.Clearnet Ltd (“LCHS)darrying out obligations as Clearing
Services Provider as set out in the Tripartite egMembership Agreement (“TCMA”) and
the Rules. The Exchange will, in due course, uptlae Contract Specification to reflect the
new clearing arrangements.

Members should note that the substance of ther&ct Terms for the Long Gilt Futures
Contract, Exchange Contract No. 7, remains maltgrisichanged. Notwithstanding this,
there has been a change in relation to the Admatige Procedures applicable on the
Settlement Day. In respect of each lot to be dedie, the deadline for the transfer of the
delivery amount of the Deliverable Gilt to the CRE&ccount of the Clearing House, the
transfer of the Deliverable Gilt by the Clearing ude to the CREST account of the
Transferee and the payment of the invoicing amdwast been moved from 11:00 to 13:00
hours (London time). Please see Attachment 1, B8der details.

Trading Subscription

Members wishing to execute trades in the Cotstran LIFFE CONNECT must hold a valid
LIFFE CONNECT Financial Futures trading subscription.

To claim trades only, Members will need to h#ve appropriate entitlement set up in the
membership database.

To clear trades in the Contracts, Members mgtjuire the relevant clearing status (General
Clearing Member or Individual Clearing Member) aadcess to the Financials Trade
Registration System (“TRS").

Contract Codesand Delivery Months

The TRS codes and the initial delivery months ffier Contracts are as follows:

Contract TRS Code | Initial Delivery Months
Short Gilt Futures G Mar10, Junl10
Medium Gilt Futures H Mar10, Junl10

The September 2010 delivery month for the Contradfisbe made available for trading on
30 December 20089.

Trading Facilities

The NYSE Liffe Trading Procedures and Annexas @nd Three to the NYSE Liffe Trading
Procedures will be updated to reflect the necesshayges arising from the launch of the
Contracts. Sections 5.2-5.5 of this Notice provalebrief summary of the proposed
amendments.
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5.5

6.1

6.2

The Minimum Volume Thresholds for Block Tradeisthe Contracts shall be as follows:

) Outrights in all months | 250 lots
Short Gilt Futures Strategies involving all
months

250 lots in aggregate

) ) Outrights in all months | 250 lots
Medium Gilt Futures Strategies involving all
months

250 lots in aggregate

The Contracts shall be capable of being trashelr the Basis Trading Facility: the approved
basis trade instruments capable of being trademhstg@ilt Futures Contracts are deliverable
and non-deliverable bonds, standard plain vanill&CGwaps, European or American style
OTC interest rate options and non-NYSE Liffe exafetraded short term interest rate or
bond futures.

The Contracts shall also be capable of beiadett under the Asset Allocation Facility.
Annexe Three to the NYSE Liffe Trading Procedurets ®ut the combinations of Exchange
Contracts which may be executed using the AsseitcAtion Facility and shall be updated in
due course.

The Contracts shall be capable of being tragedart of a Contingent Multiple Order
("CMO”). Details of Designated Contract Pairings MOs are set out in Annexe One to
the NYSE Liffe Trading Procedures and shall be tgpdian due course.

Business Daysand Trading Hours

The Contracts will be available for trading waek days in 2009 and 2010, apart from the
following days:

2009 25 December
28 December

2010 1 January

2 April

5 April

3 May

31 May

30 August

27 December
28 December

Detailed session times for the trading of tbat@acts are as follows:

Session | Pre- Open Pre- Settlement | Close Session
Start Open Close Close
00:30 06:03 08:00 17:58| 16:15 18:00 | 21:30
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Fees

The applicable fees (per lot, per side) forGloatracts shall be as follows:

Trading Clearing Delivery

£0.20 £0.03 £2.50

Statement in relation to Gilt Futures Contracts

The Exchange draws the following statementht dttention of potential users of its Gilt
Contracts. Members should ensure that their ciareg made aware of the statement:

“Potential users of the Gilt Contracts made avéian The London International Financial
Futures and Options Exchange should familiarisentedves with the relevant Contract
Terms and Administrative Procedures.

Potential users should consider the risks of hgldirposition into the Notice Period of a Gilt
Contract wherein they are potential buyers or selie the delivery process. In particular,
they should familiarise themselves with the usePoice Factors and the EDSP price
formation process as these are both constituentieoformula for the calculation of the
invoicing amount.”

U.S. Regulatory Position

The Contracts will be made available in thététhStates under the terms of LIFFE’s existing
Foreign Trading System No-Action Letter on and fra&November 2009.

Market Making Arrangements

The Exchange intends to introduce a Designdtetiet Maker (‘DMM”) Scheme in the
Contracts. Details of the Scheme and how to applye issued separately.

For further information in relation to this Notiddembers should contact:

Fixed Income Derivatives + 44 (0)20 7379 2222 stirs@liffe.com



Attachment 1 to London Notice No. 3213

EXCHANGE CONTRACT NO. 144

IN RESPECT OF GILT CONTRACTS

(A) CONTRACT TERMS
(Issue Date: 5 November 2009)

(B) CONTRACT DETAILS SPECIFIED BY THE BOARD
(Issue Date: 5 November 2009)

(C) ADMINISTRATIVE PROCEDURES
(Issue Date: 5 November 2009)

Delivery Months:

Long Gilt: December 2009 onwards
Medium Gilt? March 2010 onwards
Short Gilt? March 2010 onwards

! ssued under London Notice No. 3213 on 5 Nover@bég
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(A) Contract Terms

1. Interpretation

2. Contract Specification

3. List of Deliverable Gilts

4, Price Factor

5. Price

6. Cessation of Trading

7. Seller's Delivery Notice

8. Allocation to Buyers and Buyer’s Notification
8A. Submission of Details to Euroclear UK & Irelahichited
9. Exchange Delivery Settlement Price (‘EDSP”)
10. Calculation of Invoicing Amount

11. Settlement Payments
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21. Non-registered Contracts
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(B) Contract Details Specified by the Board

For the Long Gilt Contract
For the Medium Gilt Contract
For the Short Gilt Contract

(C) Administrative Procedures

Price

Settlement Procedures

On or before the tenth business day prior to it&t Rotice Day

Last Trading Day

On each business day during the Notice PeriodefeXor the Last Notice
Day)

Business day prior to Settlement Day (except whezeSeller’s Delivery
Notice is given, or is treated as having been weckion the Last Trading Day
or the Last Notice Day)

Last Notice Day

Settlement Day

Dividends



1.01

1.02

THE LONDON INTERNATIONAL FINANCIAL FUTURES AND OPTONS

EXCHANGE

(A) CONTRACT TERMS

Interpretation

Save as otherwise specified herein, wordgparases defined in the Rules
shall have the same meanings in these terms ahd ikdministrative
Procedures.

In these terms and the Administrative Proosstur

“Administrative Procedures” means the procedures ftime to time
implemented by the Board pursuant to the Ruleh®purposes of this
Exchange Contract.

“Assured Payment” means, in the case of Giltssfemed through CREST, a
system-generated payment instruction which is big@in:

@) the Clearing House’s settlement bank in faafuhe Transferor's
settlement bank in the case of a transfer of @it the Transferor to
the Clearing House through CREST; and

(b) the Transferee’s settlement bank in favouhefClearing House’s
settlement bank in the case of a transfer of @its the Clearing
House to the Transferee through CREST,

of an amount equal to the invoicing amount.

“bad delivery” means a stock transfer instructidrich is rejected by the
Registrars Department of the Bank of England.

“business day” means a day on which the markebands in London are
open for business.

“Buyer” in respect of a Contract means the pessba is required under such
Contract to nominate a Transferee to accept tramsfespect of each lot of
the delivery amount of a Deliverable Gilt and whmbliged pursuant to these
terms to make payment in respect of each lot (tholy except where the
context otherwise requires, the Clearing Houseugeibunder a registered
Contract).

“Contract” means a contract made expressly origdpl in the terms of this
Exchange Contract for the sale and purchase oboneore lots of an
Exchange Contract specified by the Board in thet@ehDetails, and
“registered Contract” means a Contract registexethé Clearing House.



“CREST” means the computerised settlement sysigmnated by Euroclear
UK & Ireland Limited.

“CREST business day” means a day when CREST isatpeal for business.

“CREST Member” means a member of CREST with a CRE&mber
Account in his name.

“CREST Member Account” means a member accound¢fised in the
CREST Rules) maintained by CREST for the transfeeourities.

“CREST Rules” means those parts of the rulesreefee manual, procedures,
practices and any other document from time to timferce of Euroclear UK

& Ireland Limited which apply to the settlementtansactions by participants
in CREST.

“CREST Service” means the system and proceduresatgal by Euroclear
UK & Ireland Limited to facilitate, amongst othdrings, the transfer of gilt-
edged securities.

“Deliverable Gilt” means in respect of an Excha@mntract specified by the
Board in the Contract Details, a gilt issue listedthe List of Deliverable Gilts
for a particular delivery month.

“delivery month” means each month specified a1 diycthe Board pursuant
to the Rules.

“EDSP” means Exchange Delivery Settlement Prickleas the meaning
attributed to it in term 9.

“First Notice Day” means the first day on whicBealler’s Delivery Notice
may be given by the Seller in respect of any lohposed in a Contract, being
the penultimate business day preceding the commmearaeof the delivery
month for such Contract.

“full coupon period” means the period from andlining the previous quasi-
coupon date up to but excluding the following quamsipon date.

“Gilt” means a unit of £100 of a Deliverable Gilt.

“gilt issue” means a bond issued by the Governmétite United Kingdom
denominated in sterling.

“invoicing amount” has the meaning attributedttmiterm 10.
“Last Notice Day” means in respect of any Notiezi®&d the business day next

following the Last Trading Day for the delivery ntbrrelevant to such Notice
Period.



“Last Trading Day” means, subject to term 13.0Ireispect of any delivery
month the last business day preceding the penudiimasiness day in that
montbh.

“List of Deliverable Gilts” has the meaning attited to it in term 3.01.
“London Stock Exchange” means the London StockhErge plc.
“lot” has the meaning attributed to it in term 2.0

“Notice Day” in respect of any lot comprised ilCantract means the business
day on which a valid Seller’s Delivery Notice irspect of such lot is given by
the Seller and is received or deemed, in accordartbehe Administrative
Procedures, to have been received by the Clearngéd

“Notice Period” means the period from and inclyggihe First Notice Day up
to and including the Last Notice Day.

“Pounds”, “£”, “pence” and “penny” denote lawfulrcency of the United
Kingdom.

“Price Factor” has the meaning attributed to itarm 4.
“Procedures” has the meaning ascribed to it irRbgulations.

“proprietary or equitable interest” means any pietary or equitable interest
or right whatsoever including without limitationyasuch interest or right
arising under or by virtue of any disposition madgurporting to be made by
way of security or by way of loan and any othenJiencumbrance or equity of
any kind.

“quasi-coupon dates” in respect of a Deliverabie iBeans the dates which
reflect the semi-annual coupon cycle defined bgradts maturity date,
irrespective of whether cash flows occur on thasges including a date
falling before the issue date of the Deliverabl#.Gi

“Regulations” means the General Regulations arfdudeRules of the
Clearing House from time to time in force.

“Seller” in respect of a Contract means the persba is required under such
Contract to nominate a Transferor to transfer gpeet of each lot the delivery
amount of a Deliverable Gilt and who is obliged enduch Contract to make
delivery pursuant to these terms (including, exedmtre the context
otherwise requires, the Clearing House as selldeua registered Contract).

“Settlement Account” means a CREST Member Account.
“Settlement Agent” means a CREST Member.

“Settlement Day” in respect of each lot compriged Contract means the day
which is the second business day after the NoteyefDr such lot, except



1.03

2.01

3.01

3.02

where such Notice Day is also the Last Notice Dathere such Notice Day is
also the Last Notice Day, “Settlement Day” shallaméhe next business day
after the Last Notice Day.

“Transferee” has the meaning attributed to iteinrt 8.03.
“Transferor” has the meaning attributed to item 7.03(b).

References to a “term” refer to a term heraofl references to a “Rule” refer
to a rule of the Exchange’s Rules and referencéspiecified by the Board in
the Contract Details” means as specified in tharool in Table | applicable to
the relevant Exchange Contract. Save where theexbotherwise requires
references herein to the singular include the plaral vice versa. The Table
attached hereto forms part of these terms.

Contract Specification

Each Contract shall be for one or more latsHe delivery month specified.
A “lot” shall be an amount having a nominal valdeE®00,000 (the “delivery
amount”) of a Deliverable Gilt included in the Lt Deliverable Gilts for an
Exchange Contract and for the relevant delivery tmon

List of Deliverable Gilts

In respect of each delivery month of each Brge Contract, the Board will
publish on or before the day specified for thaipose in the Administrative
Procedures a list of Deliverable Gilts (the “Li$teliverable Gilts”) which
will constitute, subject to term 3.03, Deliveralddts capable of being
included in a valid Seller’'s Delivery Notice givemaccordance with term 7,
being gilt issues having the characteristics listettrm 3.02 at the date of
publication of the List of Deliverable Gilts.

The characteristics referred to in term 3181 a

(@) having terms as to redemption such as prowdestiemption of the
entire gilt issue in a single instalment such thatlength of time to the
maturity date from, and excluding, the first dat¢he relevant delivery
month is within the maturity range for the releventhange Contract
specified by the Board in the Contract Details;

(b) having no terms permitting or requiring eaggemption;
(c) bearing interest at a single fixed rate thraudhhe term of the issue
payable in arrears semi-annually (except in the cdishe first interest

payment period which may be more or less than sirths);

(d) being denominated and payable as to principaliaterest only in
Pounds and pence;

10



3.03

3.04

3.05

(e) being fully paid or, in the event that the ggkue is in its first interest
period and is partly paid, being anticipated byBloard to be fully
paid on or before the Last Notice Day of the refe\delivery month;

)] not being convertible;
(9) not being in bearer form;

(h) having been admitted to the Official List oétbK Listing Authority;
and

(1) being anticipated by the Board to have on onore days during the
relevant delivery month an aggregate principal amoutstanding of
not less than £1.5 billion which, by its terms a&odditions, if issued in
more than one tranche or tap or issue, is fungible.

Notwithstanding that a gilt issue is includiedhe List of Deliverable Gilts for
a particular delivery month a Deliverable Gilt manly be included in a valid
Seller’s Delivery Notice in respect of a SettlemBay if such Settlement Day
has been indicated on the List of Deliverable Giksa day for which a Seller’s
Delivery Notice specifying such Deliverable Gilt wid be valid, being, inter
alia:

(@) if the Deliverable Gilt was not fully paid aiste date of publication of
the List of Deliverable Gilts, a day subsequernthday which the
Board anticipated pursuant to paragraph (e) of @068 would be the
day on which the Deliverable Gilt would be fullyipaand

(b) a day which the Board anticipated pursuantt@agraph (i) of term
3.02 would be a day on which the Deliverable Gitiwd have an
aggregate principal amount outstanding of nottleas£1.5 billion
which, by its terms and conditions if issued in entitan one tranche or
tap or issue, is fungible.

The Board may in its absolute discretion edelirom the List of Deliverable
Gilts any gilt issue which would qualify to be inded in such list in respect of
a delivery month without giving any reason for sesilusion.

All details included in the List of DeliverabGilts published in respect of a
delivery month under term 3.01 shall (subject ®émergency powers
contained in the Rules) be final and binding inatgd without prejudice to the
foregoing:

(@) the Price Factors, the initial accrued anddithity accrued interest
figures shown thereon for the purposes of calauiate invoicing
amount (subject to the provisions of term 13.02Zrdiong adjustments
to the invoicing amount); and

(b) the Settlement Days in respect of which a vabtler's Delivery
Notice may be given in respect of each Deliver&ile

11



4.01

4.02

Price Factor

The List of Deliverable Gilts published by the Babam respect of a delivery
month of an Exchange Contract specified by the 8oathe Contract Details
under term 3.01 will specify a price factor (theitie Factor”) for each
Deliverable Gilt calculated in accordance with:

@)

(b)

(@)

(b)

in the case of a Deliverable Gilt which is fullyipathe formula set out
in term 4.02; and

in the case of a Deliverable Gilt which is not yytlaid, the formula
published from time to time by Notice.

For each Deliverable Gilt which is fullgig the Price Factor will be
calculated in accordance with the formula:

P(6)
10C

where P(6) equals the price per £100 nominaliof Deliverable Gilt
at which it has a gross redemption yield of 6%agreTum, calculated
as at the first day of the delivery month, minus timdiscounted
amount of accrued interest on such Deliverable @ilthat day, using
the formulae set out in paragraphs (b) and (chisfterm.

P(6) shall be calculated in accordance withfthlowing formula:

pE)y=_ L [a4 G, C (1 1), 12007,
Lowl 103 006103 1.03) 1.03

where: d= Cash flow (which could be zero) due on the ol
guasi-coupon date, per £100 nominal of the gilt. d
will be zero if the first day of the delivery month
occurs in the ex-dividend period or if the gilt leas
long first coupon period and the first day of the
delivery month occurs in the first full coupon pueti
d; will be less than c/2 if the first day of the deliy
month falls in a short first coupon period.vdll be
greater than c/2 if the first day of the delivergmth
falls in a long first coupon period and the firstycbf
the delivery month occurs in the second full coupon
period;

d, = Cash flow due on the next but one quasi-coute,d
per £100 nominal of the gilt avill be greater than
c/2 if the first day of the delivery month fallsan
long first coupon period and in the first full gmn
period. In all other cases; d c/2;

12



c = Annual coupon per £100 nominal of the gilt;

r= Number of calendar days from and includingftist
day of the delivery month up to but excluding the
next quasi-coupon date;

S = Number of calendar days in the full couponqakin
which the first day of the delivery month occurs;

n=  Number of full coupon periods between thedwihg
guasi-coupon date and the redemption date;

Al = Accrued interest per £100 nominal of the gilt
calculated using the formula set out in (c);

(c) The accrued interest (Al) in the formula setiayaragraph (b) will be
calculated in accordance with the following formaula

(i)

(ii)

If the first day of the delivery month occurs istandard
coupon period, and:

the first day of the delivery month occurs on ciobe the ex-
dividend date:

Al :lxg
s 2

the first day of the delivery month occurs after #x-dividend
date:

where: Al = Accrued Interest per £100 nominallef gilt;
c= Annual coupon per £100 nominal of the gilt;

t= Number of calendar days from and including the
last coupon date up to but excluding the first day
of the delivery month;

s = Number of calendar days in the full coupon
period in which the first day of the delivery
month occurs;

If the first day of the delivery month occurs isfeort first
coupon period, and:

the first day of the delivery month occurs on oiobe the ex-
dividend date:

13



Al :t_xE
s 2

the first day of the delivery month occurs aftex #x-dividend
date:

Al :(t _rjxf
S 2

where: t = Number of calendar days from and including
the issue date up to but excluding the first day
of the delivery month;
r = Number of calendar days from and including
the issue date up to but excluding the next
guasi-coupon date;

andc and s have the same meanings as in (i) above.

(i) If the first day of the delivery month occurs itoag first
coupon period, and:

the first day of the delivery month occurs durihg first full
coupon period:

Al=1xE
2

s,

the first day of the delivery month occurs durihg second full
coupon period and on or before the ex-dividend:date

A {Lr_z]xs
s S) 2

the first day of the delivery month occurs durihg second full
coupon period and after the ex-dividend date:

Al :(r_z—leE
S, 2

where: u= Number of calendar days from and incigdi
the issue date up to but excluding the first day
of the delivery month;

s1 = Number of calendar days in the full coupon
period in which the issue date occurs;

14



5.01

6.01

7.01

7.02

7.03

s, = Number of calendar days in the next full
coupon period after the full coupon period in
which the issue date occurs;

r, = Number of calendar days from and including
the issue date up to but excluding the next
quasi-coupon date;

r, = Number of calendar days from and including
the quasi-coupon date after the issue date up to
but excluding the first day of the delivery
month which falls in the next full coupon
period after the full coupon period in which the
issue date occurs;

andc has the same meaning as in (i) above.

Price
The Contract price shall be expressed in Poand pence per £100 nominal

of a security which if it were in issue and incldda the List of Deliverable
Gilts would have a Price Factor of 1.

Cessation of Trading

No Contract for the current delivery monthlsha made after the time on the
Last Trading Day specified for that purpose inAueninistrative Procedures.

Seller’s Delivery Notice

In respect of each delivery month, a Selleviise name are registered by the
Clearing House one or more Contracts and who istémdnake delivery of

any lot comprised in any such Contract may givihéoClearing House a
Seller’s Delivery Notice in respect of such lot,thg time specified for that
purpose in the Administrative Procedures, on argjriass day during the
Notice Period for that delivery month.

In respect of each delivery month, a Selleviise name are registered by the
Clearing House, or who intends to submit or hasrstied to the Clearing
House for registration, one or more Contracts diealke given to the Clearing
House a Seller’s Delivery Notice not later thantihee on the Last Notice

Day specified for that purpose in the AdministratRrocedures in respect of
each lot comprised in such Contracts.

A Seller’s Delivery Notice shall be addresgethe Clearing House by the
Seller and be in a form from time to time presalibg the Clearing House. A
Seller’s Delivery Notice shall, in respect of edatreferred to in the notice,

specify:

15



7.04

7.05

7.06

(@)

(b)

(©)

(d)

full details of the Deliverable Gilt, the dedity amount of which is to
be transferred in accordance with these terms@®éttlement Day
against payment of the invoicing amount;

the name of the person who will transfer thievdey amount of the
Deliverable Gilt (“the Transferor”), who may be t8eller himself or
some other person;

details of the Settlement Agent (who may beTtransferor himself)
who will be used to transfer the delivery amounthef Deliverable Gilt
in respect of a lot and to receive payment of tiweicing amount for
such lot; and

any other details required by the Clearing Holuem time to time.

Only one Deliverable Gilt shall be nominatedaspect of each lot referred to
in a Seller’'s Delivery Notice.

By giving a Seller’s Delivery Notice the Sel#hall be deemed:

(@)

(b)

to represent and warrant to the Clearing Hamskto the Buyer that on
the Settlement Day the Transferor will transfethi® Clearing House in
accordance with term 12.01(a) the delivery amotithe Deliverable
Gilt referred to in the Seller’s Delivery Notice bye time specified for
that purpose in the Administrative Procedures; and

to acknowledge to and agree with the Clearingd¢ and the Buyer
that:

0] on the Settlement Day and thereafter untildevery amount
of the Deliverable Gilt is transferred to the ClegrHouse, the
Transferor will be entitled to transfer all righitle and interest
in such Gilts free of any proprietary or equitaioerest of any
other person; and

(i)  (without prejudice to the generality of paragh (b)(i) above)
the Seller, if he is not also the Transferor, shaite no
proprietary or equitable interest in such Gilts.

The Seller waives any interest referred to in gaaph (b)(ii) above to the
extent that it may arise.

The Clearing House shall not be obliged tepta Seller’'s Delivery Notice if
the Transferor is not the Seller, unless evideatisfactory to the Clearing
House of the Transferor’s title to the Gilts tottensferred as referred to in the
Seller’'s Delivery Notice is requested by the Clegidouse and provided to
the Clearing House by the time specified for thappse in the Administrative
Procedures.

16



8.01

8.02

8.03

8.04

Allocation to Buyers and Buyer’'s Notification

@) In respect of registered Contracts andr@cis submitted or to be
submitted to the Clearing House for registratios @earing House
will allocate to a clearing member registered dpearegistered as a
Buyer each lot referred to in a Seller’'s Delivergtide by such method
of allocation as may be specified in the Administe&Procedures.

(b) The Clearing House may make a re-allocatioBugers pursuant to
term 12.03(a).

The Clearing House will advise the Buyer of allocation made pursuant to
term 8.01(a) on the applicable Notice Day and leyapplicable time specified
in the Administrative Procedures.

On being advised by the Clearing House ofllanation under term 8.01(a)
the Buyer shall in respect of each lot give thea@iey House a Buyer’s
Notification by the time specified for that purpdseghe Administrative
Procedures and in a form from time to time presctiby the Clearing House
specifying in respect of each lot:

(@) the name of the person to whom the deliverguanhof the Deliverable
Gilt is to be transferred (“the Transferee”), whaybe the Buyer
himself or some other person;

(b) details of the Settlement Agent (who may eThansferee himself)
who will be used to accept transfer of the delivemyount of the
Deliverable Gilt in respect of a lot against paymefrthe invoicing
amount for such lot; and

(c) any other details required by the Clearing $éofrom time to time.
By giving a Buyer’s Notification the Buyer $Hae deemed:

(@) to represent and warrant to the Clearing Haumskto the Seller that
the Transferee will accept the transfer of thevdeli amount of the
Deliverable Gilt in respect of each lot by the tiepecified in the
Buyer’s Notification; and

(b) to acknowledge to and agree with the Clearlngse and the Seller
that:

0] the Buyer, if he is not also the Transferdwllshave no
proprietary or equitable interest in such Giltsgla

(i) subject only to term 12.04(c), the Buyer addn responsible to
the Clearing House for payment of all sums duééoGlearing
House in respect of such transfer by the timeipddor that
purpose in the Administrative Procedures.
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8.05

8A.

8A.01

8A.02

9.01

The Buyer waives any interest referred to in paaply (b)(i) above to the
extent that it may arise.

By the time specified for that purpose in Aakninistrative Procedures on the
applicable Notice Day the Clearing House will nptiie Buyer and the Seller
of any sums due from the Buyer to the Clearing lecusd from the Clearing
House to the Seller (or vice versa) calculateccooedance with term 10.

Submission of Details to Euroclear UK & Irelahichited

The Clearing House shall, on the relevantatay by the applicable time
specified in the Administrative Procedures, hawegito the Seller and to the
Buyer the details of Contracts which shall be sutadito Euroclear UK &
Ireland Limited.

On the business day prior to the Settlemey, Ih the case of a Seller’s
Delivery Notice given to the Clearing House on aibDay other than the
Last Notice Day or, on the Last Notice Day, in tiase of a Seller’'s Delivery
Notice given to the Clearing House on the Last déobay, and in either case
by the applicable time specified in the AdministratProcedures, the details
of Contracts notified to the Seller and to the Byyersuant to term 8A.01
shall have been submitted by or on behalf of trengieror, the Transferee and
the Clearing House to Euroclear UK & Ireland Lindit@ such form as may be
required under the CREST Rules so as to enablehingtto take place in
CREST in order that settlement of Contracts isatéfe through CREST on the
Settlement Day for such Contracts.

Exchange Delivery Settlement Price (“EDSP”)

Subject to terms 9.02 and 9.03, the EDSP émti@cts for a particular
delivery month shall be calculated by exchangec@i$ on each business day
in the relevant Notice Period as follows:

€)) if (as far as reasonably ascertainable) omaare Contracts for that
delivery month have been made in the pit on sughddaing the
period specified for this purpose in the Administra Procedures,
then:

(1) if only one Contract has been so made, the EBi&ll be the
price (as far as reasonably ascertainable) at vthethContract
was made, or

(i) if more than one Contract has been so mdueEDSP shall be
the average of the prices (as far as reasonabdytastable) at
which such Contracts were made, weighted by reterémthe
number of lots (as far as reasonably ascertainablaprised in
each such Contract and rounded to the nearest penmnere
such average is a number of Pounds and whole antene
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9.02

9.03

9.04

10.

10.01

half penny, to the nearest lower number of Poundsvéhole
pence.

(b) if (as far as reasonably ascertainable) orL#st Trading Day, during
the period specified for this purpose in the Adstirsitive Procedures,
no Contract for that delivery month has been madhie pit but both
an offer (or offers) and a bid (or bids) have bewde in the pitin
respect of a Contract (or Contracts) for the dejivaeonth, then the
EDSP shall be the average of the lowest pricealaad reasonably
ascertainable) at which such an offer was maddtantighest price
(as far as reasonably ascertainable) at which auxti was made and
rounded to the nearest penny or, where such avesageumber of
Pounds and whole pence and one half penny, toetheest lower
number of Pounds and whole pence;

(c) if (as far as reasonably ascertainable) oh slay, during the period
specified for this purpose in the Administrativ@&rdures, no
Contract for that delivery month has been madaeénpit and either no
offer or bid or neither an offer nor a bid has besde in the pitin
respect of a Contract for that delivery month, thgohange officials
shall determine the EDSP by reference inter althégprices at which
any offers or bids in respect of a Contract fot thelivery month were
made in the pit during such period on such day,tanbde cash market
values of Deliverable Gilts during such period antsday, or to any
of such prices and values, such prices and valeieg ln all cases
those as ascertained by exchange officials.

If, in the opinion of exchange officials, BB®SP which would result from a
calculation made in accordance with term 9.01 wawitlbe consistent with
the cash market values of Deliverable Gilts (asmieined by exchange
officials) during the period referred to in tern®9, then exchange officials
may in their absolute discretion fix the EDSP atiae determined by them as
being consistent with such cash market values.

The EDSP for the Last Notice Day shall bestme as the EDSP determined
on the Last Trading Day.

The Exchange shall publish the EDSP at snoh éis may be specified for that

purpose in the Administrative Procedures. The EBI&#! be final and
binding for all purposes.

Calculation of Invoicing Amount

The “invoicing amount” in respect of eachdomprised in a Seller’s Delivery
Notice shall be a sum calculated in accordance thitformula:

1000 x EDSP(N) x PF + [IA + (DA X T)]
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10.02

10.03

11.

11.01

where:

EDSP(N) = the EDSP for the Notice Day;

PF

DA

(@)

(b)

In the

= the Price Factor for the Deliverable Giltsaewn in respect of
such Deliverable Gilt in the column of the Listldé&liverable
Gilts headed “Price Factor”;

= the amount shown in respect of such DelivezdBilt in the
column of the List of Deliverable Gilts headed fial
Accrued”;

= the amount shown in respect of such Deliviralilt in the
column of the List of Deliverable Gilts headed “Dai
Accrued”;

= the number of days from and including the fitay of the
relevant delivery month up to and including theti8etent Day
for such lot.

Where the sum calculated in accordanteteim 10.01 is not a
number of Pounds and whole pence such sum shediupeled to the
nearest sum which is a number of Pounds and wlarlegy and the
invoicing amount shall be such nearest sum.

Where the sum calculated in accordance with t80.01 is a number
of Pounds and whole pence and one half penny, swohshall be
rounded down to the nearest sum which is a numid@oonds and
whole pence, and the invoicing amount shall be ssarest sum.

case of lots comprised in registeredtcts the invoicing amount shall

be paid by and to the Clearing House (as the casebe) in accordance with
term 12 and the Administrative Procedures.

Settlement Payments

In respect of each lot comprised in a SallBelivery Notice, in addition to
any other payment required by these terms, theviiaig payments shall be
made by the time specified for that purpose inAtiministrative Procedures:

(@)

(b)

where the EDSP for the relevant Notice Dayeexs the Contract
price, payment by the Seller to the Clearing Housgayment by the
Clearing House to the Buyer, or both (as the casgmaquire), and

where the Contract price exceeds the EDSkhtorelevant Notice

Day, payment by the Buyer to the Clearing Houspayment by the
Clearing House to the Seller, or both (as the oasgrequire),
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11.02

12.

12.01

12.02

of a sum calculated as the difference, in Poundspgnce multiplied by 1000
in respect of each lot, between the EDSP for trevamt Notice Day and the
Contract price.

Where the sum calculated in accordance eith .1.01 is not a number of
Pounds and whole pence such sum shall be rounden tathe nearest sum
which is a number of Pounds and whole pence anduimrepayable under term
11.01 shall be such nearest sum.

Settlement

Subject to term 12.04, on the Settlement&ay by the time specified for
that purpose in and in accordance with the CRES€&<$and the
Administrative Procedures:

(@) the Transferor shall transfer to the CleaHuyise through CREST the
delivery amount of the Deliverable Gilt in respeteach lot referred
to in the Seller’s Delivery Notice, each transfeirly in an amount of
£100,000 nominal of each such Deliverable Giltroea&act multiple
thereof and the consideration therefor (to be fatisas between the
Clearing House and the Transferor, by way of arufess Payment)
being equal to the aggregate of the invoicing arntwimrespect of the
lots comprised in such transfer; and

(b) (except where the Seller is also the Transfehe Seller shall deliver
to the Clearing House an irrevocable acknowledgenmea form from
time to time prescribed by the Clearing House, eslsid to the
Clearing House by the Transferor acknowledging thetClearing
House is (subject to term 12.04(b) and to any siglithe Clearing
House) obliged to pay to the Seller alone all spmsble, and that the
Transferor has no rights whatsoever against thariDig House, in
respect of the Gilts to be transferred.

Subject to term 12.04, on the Settlement&ay by the time specified for
that purpose in and in accordance with the Adnmaiste Procedures, the
Transferee shall accept transfer through CRESTeflelivery amount of the
Deliverable Gilt referred to in the Buyer’s Not#itton in respect of each lot,
each transfer being in an amount of £100,000 ndmin@ach such
Deliverable Gilt or an exact multiple thereof ahd tonsideration therefor (to
be satisfied, as between the Clearing House antrdresferee, by way of an
Assured Payment) being equal to the aggregatesahtioicing amounts in
respect of the lots comprised in such transfewnigea that the Clearing House
shall not be obliged to make such transfer unlessegpt where the Buyer is
also the Transferee) delivery has been made tGldering House by the
Buyer of an irrevocable acknowledgement, in a fénom time to time
prescribed by the Clearing House, addressed tGldering House by the
Transferee, that the Transferee has no claims wats against the Clearing
House in respect of any delay on the part of tlea@hg House in transferring,
or any failure on its part to transfer, the Gikéerred to in the Buyer’'s
Notification.
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12.03

12.04

(@)

(b)

(€)

(b)

(€)

At any time after accepting transferhef delivery amount of the
Deliverable Gilt pursuant to term 12.01(a) the @legaHouse may re-
allocate to a Buyer (other than that to whom sothvhs allocated
pursuant to term 8.01(a)) each lot referred to 8eler’s Delivery
Notice.

Where the rules relating to bad deliveriestamed in the CREST
Rules or any other of the CREST Rules are invoke#spect of the
transfer of Gilts to the Clearing House by the Ffaror or to the
Transferee by the Clearing House which may leatéaeversal of
one or more of such transfers of Gilts, the Selhall be held to be in
default under term 15 notwithstanding that thee3etiay not be
responsible for any circumstance which leads tosarh rule being
invoked.

No lot shall be re-allocated to a Buyer ungi@ragraph (a) or (b) above
so that such Buyer would thereby be required tejicdelivery of a
delivery amount of a Deliverable Gilt differentspecification to that
which he would have received as a result of thecation made
pursuant to term 8.01(a).

Every transfer of the delivery amouna @eliverable Gilt through
CREST shall be subject to and in accordance weahREST Rules.

The obligation of the Clearing House to théeé3¢o make the payment
referred to in term 10.03 shall be discharged bpssured Payment
arising upon the transfer of Gilts made under t&2®1(a) and the
obligation of the Buyer to the Clearing House sballdischarged by
an Assured Payment arising upon the transfer aé @iade under term
12.02.

If any transfer or transfers of the delivemaunt of a Deliverable Gilt
required by this term 12 cannot be accomplishetherSettlement
Day by the time or times specified in the Admirasitre Procedures
due to any event occurring which is outside therobiof the
Transferor or of the Transferee or of the CleaHiugyise, as the case
may be, which, without prejudice to the generadityhe foregoing,
may include:

0] a failure by a seller of Gilts to the Transfeto make transfer of
such Gilts by the due time so as to enable thesTeaor to fulfil
his obligations to transfer the Gilts to the ClegrHouse in
accordance with term 12.01(a);

(i)  afailure by the Transferor to transfer Giltsthe Clearing
House in accordance with term 12.01(a) so as tblertae
Clearing House to fulfil its obligations to transfailts to the
Transferee in accordance with term 12.02;
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12.05

(d)
(e)

(i) an error, failure, closure or suspensionted CREST Service or
of other systems operated by or on behalf of EesrdUK &
Ireland Limited,;

(iv)  afailure or termination of the Transferor'stbe Transferee’s
or the Clearing House’s access to its Settlemeenfig

(v) afailure of the Transferor's or Transferee&tti@ment Agent’'s
or the Clearing House’s access to the CREST Sefwicany
reason, including, without limitation, as a resaflany fault or
failure of any computer or communication system;

(vi) any action taken by Euroclear UK & Ireland Lited, whether
pursuant to the CREST Rules or otherwise; or

(vii) any failure of, or any action or failure take action by, a
settlement bank appointed by the Transferor, teai@ig
House or the Transferee from time to time in cotinaowith
the settlement of Gilts through CREST, which preésehe
transfer of Gilts to the Transferor or to the CiegHouse or to
the Transferee, as the case may be,

then such transfer or transfers shall be madeais as possible
through CREST, in accordance with any instructwhgh may be
given by the Clearing House, which may, if it i3 possible to transfer
Gilts through CREST for any period, require delwef Gilts by a
means other than through CREST. In the case oflsagreement
between the Clearing House and the Transfereewakdther any
particular transfer can be or has been accompligfedetermination
of the Clearing House shall be final.

Any amounts payable under term 11 shall beentadside CREST.

Any instructions given by the Clearing Houseler paragraph (c)
above shall be binding and failure by the SelletherBuyer to comply
or ensure compliance with such instructions staiktitute a default
under term 15.02 by such Seller or, as the caseb@masuch Buyer.

Where for any reason other than the defadlteoSeller, the Clearing House,
through circumstances beyond its control, is unbplthe time specified for
that purpose in the Administrative Proceduresaadfer to the Transferee the
delivery amount of the Deliverable Gilt in respett lot referred to in the
Buyer’s Notification, then no alteration shall bade to the invoicing amount,
provided that, in respect of such delay,

(@)

the rights of a Buyer shall consist solelyra right to have transfer
made to the Transferee as soon as possible afuttez shall pay to
the Clearing House, in addition to any other sumysaple by him, a
sum in respect of such lot calculated in accordavittethe formula set
out in term 12.06, and
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12.06

12.07

12.08

12.08A

(b)

the rights of a Seller shall consist solelyrad right to receive from the
Clearing House a sum in respect of such lot caledlan accordance
with the formula set out in term 12.06.

Sums payable under term 12.05 shall be edémliin accordance with the

formula:
Erreur !
where D= the number of days from (and excludihg)$ettlement Day up
to (and including) the day on which transfer iseféd through
CREST;
R = the average of the Clearing House’s sterlmsglrate in

percentage terms at the close of business on egciain (and
including) the Settlement Day up to (and excluditing) day on
which delivery is effected through CREST,

| = the invoicing amount in respect of the releMaiy

and shall be payable at such time and in such eraamthe Clearing House
may specify.

(@)

(b)

If as a result of any of the circumstamederred to in terms 12.04 or
12.05 there is a delay in the delivery of the dalyvamount of a
Deliverable Gilt and a dividend which would havebeeceived by
the Transferee if transfer to him had taken placéhe Settlement Day
(and he had retained title to the Gilts) is recdilag the Clearing
House or by the Transferor then, in addition to ater payments to
be made under term 12.05, the Clearing House an8¢Her shall
make such payments and deliver such documents aberspecified
in the Administrative Procedures.

Any payment required by paragraph (a) of terstshall be made at
such time and in such manner as the Clearing Hmasespecify.

In the event of any delay resulting from ahthe circumstances referred to in
terms 12.04 or 12.05, the Seller and Buyer shalide to the Clearing House
documentary evidence satisfactory to the Cleariogde that they had
complied with their obligations under a Contractlbg time and in the manner
prescribed.

(@)

(b)

The Clearing House shall give noticehExchange of any
instructions given by it under term 12.04(c) forithwupon giving such
instructions and of any event contemplated by tE2084(c) which
may prevent or has prevented a transfer of Giltespect of a
Contract upon becoming aware of any such event.

If any event contemplated by term 12.04(c)usscthe provisions of

term 12 shall apply and the provisions of term Hallsnot apply
unless, after consultation with the Clearing Hotise ,Board
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12.09

13.

13.01

13.02

14.

14.01

15.

15.01

15.02

determines that such circumstances have continuackdikely to
continue for such duration that the provisionseniit 12.04 and 12.05
shall no longer apply and that the provisions afitd7 shall apply.
The Board’s determination shall be final and bigdin

Any provision of these terms or of the Adrsirative Procedures relating to
procedures for settlement may be varied, or suibsttby different procedures
for settlement, by the Board from time to time. Asuch variation or
substitution shall have such effect with regarehtisting and/or new Contracts
as the Board may determine.

Emergency Provisions

If, at any time after the close of tradin@ twsiness days prior to the day
which would have been the Last Trading Day in resp&a delivery month, it
becomes known to the Exchange that the day whialidiwave been the Last
Trading Day will not be a business day, then tharBanay at its discretion
determine either that such day shall be the Laasdliig Day in respect of that
delivery month notwithstanding that it will not bebusiness day or that the
business day next following such day shall becdmed ist Trading Day in
respect of that delivery month, and in either dhseExchange shall post a
notice of the Board’s determination in the market.

If, as a result of the Board’s determinatioder term 13.01, or for any other
reason, the Settlement Day in respect of a lotnedeto in a Seller’'s Delivery
Notice is not a day in the delivery month, anch# Deliverable Gilt
nominated in respect of such lot would have bedineted cum-dividend
during the delivery month but is to be delivereed@xdend on the Settlement
Day, then the invoicing amount in respect of eatltalculated in accordance
with terms 10.01 and 10.02 shall be reduced byraesgual to the gross
amount of the dividend.

Costs

The Seller and the Buyer shall bear all ¢ds$ses, claims and expenses of
whatsoever nature incurred by them respectivetiiégncourse of complying
with their obligations under a Contract. This teshall be without prejudice to
the exercise by the Clearing House of its righdeurthe Regulations in
respect of fees and other charges.

Default

The provisions of terms 15.02 to 15.09 ingkishall be subject to the Default
Rules from time to time in force of the Clearinguse.

A Buyer or a Seller shall be in default where
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15.03

15.04

15.05

15.06

15.07

(a) he fails to fulfil his obligations under a Caatt by the time and in the
manner prescribed in accordance with these telmaRtles and the
Administrative Procedures and the Regulations olialy, without
limitation, if:

0] (in the case of a Seller only) the Gilts traerséd by the
Transferor to the Clearing House through CREST @taancord
with the Deliverable Gilt specified in respect dbain the
Seller’s Delivery Notice;

(i)  (in the case of a Buyer only) the Transferaiisfto pay any sum
due to the Clearing House in respect of a regidt€entract by
the time specified for that purpose in the Admnaisve
Procedures; or

(b) in the reasonable opinion of the Clearing Hotise Buyer or the
Seller, as the case may be, is otherwise in defiagluding, but
without limitation, in any of the circumstancesawéd to in term 16).

Errors in a Seller’s Delivery Notice or iBayer’s Notification or any other
notice to be given hereunder which are determimetthe Clearing House’s
absolute discretion, to be clerical errors which czadily be rectified shall not
be treated as constituting a default.

Where a Buyer or Seller is in default unéemt15.02, the Clearing House
may in its absolute discretion take any steps vaeatsr which may appear
desirable to the Clearing House for the proteatibthe Clearing House or of
the Seller or Buyer not in default including, withigrejudice to the generality
of the foregoing, steps referred to in term 16.y Aosts, claims, losses, taxes
or expenses of whatsoever nature suffered or ieduy the Clearing House
in connection with any steps taken by the CleaHogse in relation to a
Contract to which a default under term 15.02 rslateall be paid by the Buyer
or Seller who is in default. Any steps taken by @learing House in relation
to a default under term 15.02 shall be withoutysiigje to any rights
(including rights to refer matters to arbitratioalpligations or claims of the
Buyer, the Seller or the Clearing House in relatmma Contract to which the
default relates.

A Buyer who is in default under term 15.0alkforthwith pay to the Clearing
House any sums payable by the Buyer under terrmdaay sums payable
pursuant to term 15.04.

A Seller who is in default under term 15.8alkforthwith pay to the Clearing
House any sums payable by the Seller under teram@izany sums payable
pursuant to term 15.04.

Without prejudice to its rights under anyeostpart of term 15, the Clearing
House may refer to the Board any dispute or issiseng between any of the
parties. If, upon such reference, the Board thefopinion that the default
under term 15.02 is of minor significance it slitermine any such dispute
or issue between such parties upon such evidericenay deem relevant and
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15.08

15.09

16.

16.01

16.02

16.03

16.04

convey its findings to such parties who shall faith accept such
determination and shall implement its terms withguestion, provided that
such acceptance and implementation shall be withiajtidice to the right of
any party to refer the dispute or any related dispa arbitration under term
19.01.

Notwithstanding that a Buyer or Seller mayrbdefault under term 15.02, the
Clearing House may in its absolute discretion deitee not to exercise or to
delay in exercising any of its rights under thisrtel5 or under term 16, and
no failure by the Clearing House to exercise ngraalay on its part in
exercising any of such rights shall operate asigenvaf the Clearing House’s
rights upon that or any subsequent occasion, ral ahy single or partial
exercise of any such rights prevent any further@se thereof or of any other
right.

A Buyer, a Seller or the Clearing House nedgrra dispute arising out of a
default under term 15.02 (subject always to thdiegon of provisions of
term 16) to arbitration under term 19.01. Any stegken by the Clearing
House pursuant to term 15.04 shall be without pliegito the rights of any
party to refer a dispute to arbitration under té&Sr01.

Consequences of Delivery Default

The provisions of terms 16.02 to 16.08 ingkishall be subject to the Default
Rules from time to time in force of the Clearingude.

For the purpose of this term 16, a referémee“delivery default” shall be
construed as including an actual default by a @dleits Transferor in
performing the Seller’s obligations) in deliveri@gjts in accordance with
these terms or an actual default by a Buyer (oFriésisferee in performing the
Buyer’s obligations) in making a payment in accoiawith these terms, or
an anticipated default. An anticipated default default by a Seller (or its
Transferor in performing the Seller’s obligations)y a Buyer (or its
Transferee in performing the Buyer’s obligationsiiet the Clearing House,
in its reasonable opinion, thinks will occur andaspect of which the
Clearing House considers that it should take aatimher the provisions of this
term 16.

If there appears to the Clearing House ta thelivery default by a Buyer or a
Seller in respect of any lot comprised in a regesteContract the Clearing
House may take such steps as it deems appropitdeilitate a mutually
acceptable resolution of such delivery defaultregolution of a delivery
default may be on such terms and take such forisiasceptable to the
Clearing House, to the Buyer and to the SellechSarms may limit some or
all of the rights of the Buyer, the Seller or the&ing House to refer any
matter concerning or arising out of a delivery déiféor the resolution thereof)
to arbitration under term 19.01.

If it appears to the Clearing House thatarthg member as Seller or a
clearing member as Buyer is in delivery defauk, @learing House may in its
sole discretion, in addition to any steps takenenerm 16.03, take any steps
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whatsoever which may appear desirable to the @igdtouse for the
protection of the Clearing House or of the SelleBayer not in delivery
default including, without prejudice to the genayabf the foregoing, the
steps referred to elsewhere in this term 16. Aosts; claims, losses, taxes or
expenses of whatsoever nature suffered or inclinydtie Clearing House in
connection with any steps taken by the Clearingdéadun relation to a
Contract to which the delivery default relates khalpaid by the Buyer or
Seller who is in delivery default. Any steps taksnthe Clearing House in
relation to a delivery default shall be withoutjpdiéce to any rights (including
rights to refer matters to arbitration under te®08), obligations or claims of
the Buyer, the Seller or the Clearing House intimheto a Contract to which
the delivery default relates.

16.05 Seller in delivery default

@) Unless the terms of a resolution (if any) adreeder term 16.03 of a
delivery default by a Seller have been performea timotwithstanding
that the Clearing House is in delivery defaulthe Buyer on the
Settlement Day, the Buyer shall make availablehail procure its
Transferee to make available, in the appropriateaat for the
purpose of making payment to the Clearing Housénagéelivery the
invoicing amount in respect of each delivery amdhetDeliverable
Gilt set out in the Buyer’s Notification on eachsmess day until the
earlier of:

0] delivery by the Clearing House of a delivery@mt of the
Deliverable Gilt in respect of a specific lot; or

(i)  the end of the sixth business day following tBettlement Day.

In the event that the Clearing House has not dediy the delivery
amount of the Deliverable Gilt by close of businesghe sixth
business day following the Settlement Day, thosgilorespect of
which delivery has not been made by the Clearingddashall be the
subject of cash settlement. The cash settlemerd ghall be
determined by the Exchange on the seventh busitagstollowing the
Settlement Day by reference, inter alia, to spretationships in
existence before the cessation of trading on tis Teading Day and
to movements in market prices and values for thes®@ble Gilt and
for other delivery months from the cessation odliing on the Last
Trading Day to the time when pursuant to this té6105(a) the
Exchange determines the cash settlement priceh &sgh settlement
price shall be final and no dispute as to suchepmay be referred to
arbitration, notwithstanding that any party mayeredny dispute which
any party might have in relation to the costs,rnafgilosses, taxes or
expenses incurred or suffered by it to arbitrapansuant to term
16.08.

(b) Until the time when the terms of a resolutidrafly) agreed under
term 16.03 of a delivery default by the Seller hbgen performed, the
Clearing House in its sole discretion may take steps whatsoever
which may appear desirable to the Clearing Houserder to perform
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its obligations to the Buyer in whole or in partthe Settlement Day
or otherwise before close of business on the &iMtiness day
following the Settlement Day. The steps which@hearing House
may take may include buying or borrowing some bofihe delivery
amount of the Deliverable Gilt from someone otlmamntthe Seller. In
the event that the Seller attempts to deliverdatgdoes deliver late
some or all of the delivery amounts of the DelitdeaGilt to the
Clearing House, the Clearing House shall be edttitiereject such
attempted late delivery, or actual late delivernypiterwise treat any
such attempted or actual delivery as it seesrdliding, without
limitation, selling such Deliverable Gilts as haatually been
delivered) if it has already made alternative ageanents to buy,
borrow or otherwise acquire for delivery to the Bugome or all of
the delivery amounts of the Deliverable Gilt. hetevent that the
Clearing House does acquire Gilts at such timepdace and in such
manner and on such terms as the Clearing Houdestfitrfrom a
person other than the Seller in order to meet inlevbr in part its
obligations to the Buyer to make delivery of Gilts:

0] if the total cost incurred by the Clearing Heus acquiring the
Gilts, including for the avoidance of doubt the tamsany
purchase of Deliverable Gilts by the Clearing Howserder to
fulfil any obligations under the acquisition arrangents it has
made (“the Acquisition Cost”), is greater than itmeoicing
amount which would have been payable by the Clgdiiouse
to the Transferor in respect of the relevant log, $eller shall
forthwith pay the amount of such difference to @earing
House; or

(i)  if the Acquisition Cost is less than the ingimig amount
referred to above, the amount of such differenedl ifi any
remains after the deduction so far as possibledi sums as
are payable by the Seller to the Clearing House
under sub-paragraph (iii) below or otherwise) baired by the
Clearing House to the order of the Board; and

(i)  the Seller shall forthwith pay to the Cleagiouse any sums
payable by the Seller under term 11 and any sumsu@ing,
without limitation, costs, claims, losses taxegxpenses)
payable to the Clearing House pursuant to this t8m
including, for the avoidance of doubt, all relagetininistrative
and funding costs (including borrowing costs) sugteor
incurred by the Clearing House.

16.06 Buyer in delivery default

(a) If a Buyer is in delivery default to the CleagiHouse, the Clearing
House shall be entitled to take such steps asigiders appropriate in
order to make payment of the invoicing amount o 3eller in respect
of the delivery amount of the Deliverable Gilt te tielivered to it by
the Seller. Unless the terms of a resolutionr{if)aagreed under term
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(b)

16.03 of a delivery default by a Buyer have beatopmed, or if the
Clearing House has been unable to take delivetiyeotielivery
amount of the Deliverable Gilt from the Seller agsult of a delivery
default by the Buyer, the Seller shall, notwithsliag this delivery
default, take all necessary steps to make avaifablgelivery each
delivery amount of the Deliverable Gilt specifiedrespect of each lot
in the Seller’'s Delivery Notice at a later timethe Settlement Day
and on each business day following the Settlemewtudtil the earlier
of:

0] the Seller delivering such delivery amounts @ifter altogether
simultaneously or in separate amounts at diffetiergs as may
be directed by the Clearing House) to the Clearogse in
consideration for the Clearing House paying toSk#er the
invoicing amount in respect of each such previously
undelivered delivery amount of the Deliverable Gilt

(i)  the end of the sixth business day following thettlement Day.

In the event that the Clearing House has not {headnvoicing amount
to the Seller in respect of each lot by close d@itess on the sixth
business day following the Settlement Day, thosgilorespect of
which payment has not been made by the Clearingéishall be the
subject of cash settlement. The cash settlemerd ghall be
determined by the Exchange on the seventh busitagstollowing the
Settlement Day by reference, inter alia, to spretationships in
existence before the cessation of trading on ts¢ Teading Day and
to movements in market prices and values for thes®@ble Gilt and
for other delivery months from the cessation odliing on the Last
Trading Day to the time when pursuant to this té6106(a) the
Exchange determines the cash settlement priceh &sgh settlement
price shall be final and no dispute as to suchepmay be referred to
arbitration, notwithstanding that any party mayeredny dispute which
any party might have in relation to the costs,ofgilosses, taxes or
expenses incurred or suffered by it to arbitrapansuant to term
16.08.

Notwithstanding the Buyer’s delivery defaultetClearing House may
have acquired Deliverable Gilts from the Selleri{®iTransferor).
When this occurs, the Clearing House in its saterétion may sell
any or all Gilts delivered by the Seller (or itamsferor) at such time
and place and in such manner and on such termsysothe Clearing
House seem fit. Where the price at which suchs@ile sold (“the
Sale Price”) is less than the invoicing amountispect of the relevant
lot the difference between the Sale Price andriheicing amount,
together with any funding costs incurred by thea@iley House in
accepting delivery of some, or all, delivery amauoit Deliverable
Gilts from the Seller pursuant to this term 16.Q6¢hall forthwith be
paid by the Buyer who is in delivery default to Dkearing House.
Where the invoicing amount is less than the SakeRhe difference
between the invoicing amount and the Sale Pricanfjfremains after
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16.07

16.08

16.09

17.

17.01

the deduction so far as possible of such sumseagagable by the
Buyer to the Clearing House hereunder (includinighout limitation,
costs, including administrative and funding cosif§esed or incurred
by the Clearing House and described elsewheradrighm 16.06(b))
or otherwise including, without limitation, costdaims, losses, taxes
or expenses) shall be retained by the Clearing éltughe order of the
Board.

(c) A Buyer who is in delivery default shall fortithv pay to the Clearing
House any sums payable by the Buyer under terrmday sums
payable to the Clearing House pursuant to this tEm

Without prejudice to its rights under anyeostpart of term 16, the Clearing
House may refer to the Board any dispute or issigeng between any of the
parties. If, upon such reference, the Board thefopinion that the delivery
default is of minor significance it shall determiey such dispute or issue
between such parties upon such evidence as it e&y delevant and convey
its findings to such parties who shall forthwitlcept such determination and
shall implement its terms without question, proddieat such acceptance and
implementation shall be without prejudice to trghtiof any party to refer the
dispute or any related dispute to arbitration ureiem 19.01.

Subject always to a resolution of a delivery defpufsuant to term 16.03, the
terms of which by agreement limit in whole or inrtgae rights of one or more
of a Buyer, a Seller or the Clearing House to rafdrspute to arbitration
under term 19.01 and subject to the provisionkismiterm 16 limiting the
matters which may be referred to an arbitrationenrtedrm 19.01, a Buyer, a
Seller or the Clearing House may refer a dispuséray out of a delivery
default to arbitration under term 19.01.

The provisions of terms 15 and 16 relatingtéps that may be taken by the
Clearing House, where there appears to the Cleblinge to be a delivery
default by a Buyer or, as the case may be, a Selléer term 15.02, may be
varied, or different steps may be substituted floetey the Board from time to
time. Any such variation or substitution shall bauch effect with regard to
such existing and/or new Contracts and registedr&cts as the Board may
determine.

Force Majeure

Subject to the provisions of terms 12.04(c) an@32and to any steps taken at
any time by the Board under emergency powers ifRilles and subject to the
default rules of the Clearing House, in the evérat Seller or a Buyer being
prevented from performing his obligations in regp#a@ny lot comprised in a
Contract by the due time therefor by any cause meyiis reasonable control
including, without limitation, any act of God, &, lockout, war, armed
conflict, use of force by authority of the Unite@tibns, fire, riot or civil
commotion, combination of workmen, act of terrorjdmeakdown of
machinery, unavailability or restriction of compute data processing
facilities or energy supplies or bank transfer syst such lot shall be invoiced
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18.

18.01

18.02

19.

19.01

20.

20.01

21.

21.01

22.

22.01

back at a price to be fixed by the Board in comrdidh with the Clearing
House.

Rules, Administrative Procedures, etc.

Every Contract shall be subject to the Ag8cnd the Rules and the
Regulations in so far as applicable notwithstandiag either or both of the
parties to it be not a member of the Exchange dhefClearing House.

In case of any conflict between the Admiatste Procedures and these terms
or the Rules the provisions of these terms andRtiies shall prevail and in the
event of any conflict between these terms and thiefRthe Rules shall
prevail.

Arbitration
Any dispute arising out of a Contract shalré&ferred to arbitration under the

Rules relating to arbitration and arbitration stlheld in accordance with the
Rules in force at the time of such reference.

Governing Law

Every Contract shall be governed by and coedtin accordance with English
law.

Non-registered Contracts

In respect of a Contract which is not a tegesl Contract (“non-registered
Contract”) these terms shall be modified by theaiparthereto so as to require
and allow that a Contract to be registered withGlearing House under the
Rules and the Regulations is capable of beinggistered and to facilitate the
performance of such registered Contract (and ofisteymediate Contract) in
accordance with these terms and the Administr&heeedures.

Modifications may also be made to the terms of mmegistered Contract if,
without such modifications, it may not be possiiolée able to perform such
Contract by the applicable times specified in thtesens and the
Administrative Procedures. Without prejudice te generality of the
foregoing, all references in these terms to payraedealing between the
Buyer or the Seller and the Clearing House shathbdified so as to require a
similar payment or dealing directly between the &ugnd the Seller party to
such non-registered Contract.

Statement in relation to Gilt Contracts

Potential users of the Gilt Contracts madelabvie on The London
International Financial Futures and Options Excleastgould familiarise
themselves with the relevant Contract Terms and iAitnative Procedures.
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Potential users should consider the risks of hgldiposition into the Notice
Period of a Gilt Contract wherein they are potéitigyers or sellers in the
delivery process. In particular, they should faamite themselves with the use
of Price Factors and the EDSP price formation meees these are both
constituents of the formula for the calculatiortied invoicing amount.

Issue Date: 5 November 2009
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(B) CONTRACT DETAILS SPECIFIED BY THE BOARD FOR GILCONTRACTS

Tablel:

Contract

Long Gilt

Medium Gilt

Short Gilt

Known as Exchange
Contract No.

7

99

100

Maturity Range of
Deliverable Gilts?

8 years and 9 months |
13 years

0 4 yearsto 6 years

1 year and 6 months
years and 3 months

fo 3

Unit of Trading

£100,000 nominal valug
notional Gilt with 6%

p £100,000 nominal valud
notional Gilt with 6%

e £100,000 nominal valug
notional Gilt with 6%

A1

coupon coupon coupon
Delivery Months Mar, Jun, Sep, Dec Mar, Jun, Sep, De( Mar, Jun, Bep
No. of delivery months 3 Quarterly 3 Quarterly 3 Quarterly

availablefor trading

Quotation Per £100 nominal Per £100 nominal Per £100 noming|
Minimum price movement 0.01 (£10) 0.01 (E10) 0.01 (£10)
(value)

First Notice Day

Two business days prid
to the first day of the
delivery month

r Two business days prig
to the first day of the
delivery month

r Two business days prid
to the first day of the
delivery month

=

L ast Notice Day

First business day aftef

the Last Trading Day

the Last Trading Day

First business day aftef

the Last Trading Day

First business day aftef

Last Trading Day

Two business days prid
to the last business da
of the delivery month

r Two business days prig
y to the last business da
of the delivery month

r Two business days prid
y to the last business da
of the delivery month

=

Delivery Day

Any business day in
delivery month (at

Any business day in
delivery month (at

Any business day in
delivery month (at

seller’s choice)

seller’s choice)

seller’s choice)

2 Deliverable gilts include only gilt issues whiclopide for the redemption of the entire gilt issnai
single instalment within the maturity ranges statbdve, from the first day of the relevant delivery
month.
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(C) ADMINISTRATIVE PROCEDURES FOR GILT CONTRACTS

Exchange Contracts No. 7, No. 99 and No. 100

o
=.
(@)
(9]

The minimum price fluctuation shall be one penay £100.

Settlement Procedures

All deliveries under this Contract must be madadnordance
with the CREST Rules, the contract terms, the Adstriative
Procedures and the Procedures from time to tinerae.

On or before the tenth business day prior to thet Notice Day

The Exchange will publish the List of Deliveral@dts.

Last Trading Day

At 11.00 hours Trading for Contracts in the curr@glivery month shall cease.

On each business day during the Notice Period fa#xoethe Last Notice Day)

By 11.00 hours A Selling Clearing Member (Sellegyndeliver to the Clearing
House, in the form prescribed, a Seller's Delividotice in
respect of registered Contracts.

A Seller’s Delivery Notice presented after thediprescribed
will be treated as having been received on the fodiving
business day.

Each Seller's Delivery Notice shall specify inpest of each
lot:

(@ full details of the Deliverable Gilt, the dediy amount
of which is to be transferred in accordance with th
contract terms on the Settlement Day; and

3 All times are London times unless otherwise spedgifi
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By 11.30 hours

By 12.00 hours

By 15.00 hours

By 16.30 hours

(b) the name of the person who will transfer thievdey
amount of the Deliverable Gilt (“the Transferorjho
may be the Seller himself or some other person.

Only one Deliverable Gilt shall be nominated ispect of each
lot referred to in the Seller’'s Delivery Notice.

The Exchange will announce the EDB#s will be
determined in accordance with term 9, and the prised for
the calculation thereunder shall be those duriegoriod of
one minute immediately preceding 11.00 hours.

Except where the Seller’s Deliveptibe has been given to the
Clearing House on the Last Trading Day (or is deelmethese
Administrative Procedures as having been receiveithe Last
Trading Day), the Clearing House will allocate e&itho a
Buying Clearing Member (Buyer) for the purpose elivery.
The allocation of lots will be made pro rata tole&tiyer’s
gross bought position as at the close of tradiegottevious day
as notified to the Clearing House under these phoes.

Where the Seller’'s Delivery Notice has been giteethe
Clearing House on the Last Trading Day (or is deelmethese
Administrative Procedures as having been receivetthe Last
Trading Day), the Clearing House will allocate e&itho a
Buyer in accordance with the procedures set out pgrthe
time prescribed, in the section below headed “Natce Day”
as though the Seller’s Delivery Notice had beergito or
deemed to be received by the Clearing House ohabe
Notice Day and the provisions of that section wHalow the
allocation provisions will then apply.

The allocation of Deliverable GitisBuyers will be made on a
random basis. The Clearing House will inform eaclyd8 to
whom an allocation has been made of his allocaifan
Deliverable Gilt and will inform both the Buyer atite Seller
of the invoicing amount payable.

The Buyer shall deliver to the GleaHouse, in the form
prescribed, a Buyer’s Notification, specifying gspect of each
lot the Deliverable Gilt and the name of the persowhom the
delivery amount of such Deliverable Gilt is to benisferred
(the Transferee), who may be the Buyer himselbones other
person.

Business day prior to Settlement Day (except whezeSeller's Delivery Notice is given, or

is treated as having been received, on the LaslifgdDay or the Last Notice Day)

By 05.00 hours

The Clearing House will in respdaach lot make available
to the Buyer and the Seller details of the instamst which the
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Transferor and Transferee shall submit to Eurodlda&
Ireland Limited.

From 09.00 hours The details to be submitted t@&laar UK & Ireland Limited
pursuant to term 8A.01 so as to enable matchingki® place
in CREST in order that settlement of Contractdfiscted
through CREST on the Settlement Day.

By 12.30 hours Both the Buyer and the Seller shakspect of each lot have
confirmed to the Clearing House that the detailsmstted to
Euroclear UK & Ireland Limited by or on behalf dtfeimselves
have matched with those of the Clearing House.

Last Notice Day

In respect of Contracts remaining open at theectdgrading
on the Last Trading Day the following procedurealisapply.

By 10.00 hours Each Seller holding open Contrdwadl fiave delivered to the
Clearing House a Seller’s Delivery Notice in thenfio
prescribed by the Clearing House.

Each Seller's Delivery Notice shall specify inpest of each
lot:

(€)) full details of the Deliverable Gilt, the dediy amount
of which is to be transferred in accordance with th
contract terms on the Settlement Day; and

(b) the name of the person who will transfer thiivdey
amount of the Deliverable Gilt (“the Transferorjho
may be the Seller himself or some other person.

Only one Deliverable Gilt shall be nominated ispgect of each
lot referred to in the Seller’s Delivery Notice.

By 11.00 hours The Clearing House will allocatehelat to a Buyer for the
purpose of delivery. The allocation of Deliverafiiits to
Buyers will be made on a random basis. The Clgdtfiouse
will inform each Buyer of his allocation of Deliarle Gilts.

By 12.00 hours The Clearing House will inform b&ilnyer and Seller of the
invoicing amount.

By 14.00 hours The Buyer shall deliver to the GleaHouse, in the form
prescribed, a Buyer’s Notification, specifying espect of each
lot the Deliverable Gilt and the name of the persowhom the
delivery amount of such Deliverable Gilt is to benisferred
(the Transferee) who may be the Buyer himself aresother
person.
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By 15.00 hours

From 15.00 hours

By 17.30 hours

Settlement Day

By 10.00 hours

By 13.00 hours

The Clearing House will in respdatarch lot make available
to the Buyer and the Seller details of the instamst which the
Transferor and Transferee shall submit to Eurodl#&&
Ireland Limited.

The details to be submitted, @sired by term 8A.01, to
Euroclear UK & Ireland Limited so as to enable rhatg to
take place in CREST in order that settlement oft@anms is
effected through CREST on the Settlement Day.

Both the Buyer and the Seller shakspect of each lot have
confirmed to the Clearing House that the detaitsvstted to
Euroclear UK & Ireland Limited by or on behalf tletmselves
have matched with those of the Clearing House.

All payments required by term 1i@®he made by the Buyer
and the Seller shall have been completed.

(@) 0] The Transferor shall in exgtpof each lot to be
delivered by him have transferred the delivery
amount of the Deliverable Gilt specified in
respect of that lot in the Seller’s Delivery Notice
in accordance with term 7.03 to the account of
the Clearing House at CREST; and

(ii) payment of the invoicing amount for such
delivery amount of the Deliverable Gilt shall
have been satisfied by an Assured Payment,

provided that the Clearing House shall not begebl to
accept such transfer or make such payment if (wiinere
Seller is not the Transferor) the Clearing House riat
received the acknowledgement required by term
7.05(b) and

(b) 0] the Clearing House shall in respect oftelat to
be delivered to the Transferee have transferred
the delivery amount of the Deliverable Gilt
specified in respect of that lot in accordance
with term 8.01 to the account of the Transferee
at CREST as notified to the Clearing House in
the Buyer’s Notification; and

(i) payment of the invoicing amount for such

delivery amount of the Deliverable Gilt shall
have been satisfied by an Assured Payment,
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Dividends

provided that the Clearing House shall not begebl to
make such transfer if (when the Buyer is not the
Transferee) the Clearing House has not received the
acknowledgement required by term 8.04(b).

If, in the circumstances referred to in term 12®dividend
which would have been received by the Buyer isiveckby the
Clearing House or by the Seller then, in additmany other
payments to be made under term 12.05:

(i)

(ii)

Issue Date: 5 November 2009

if such dividend is received by the Clearinguse, the
Clearing House shall pay to the Buyer a sum equtle
net amount received by it; or

if such dividend is received by the Transfere Seller
shall pay to the Clearing House and the Clearinggddo
shall then pay to the Buyer a sum equal to the amou
received by the Transferor.
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Summary Contract Specifications

Attachment 2 to London Notice No. 3213

CONTRACT

SHORT GILT FUTURES

MEDIUM GILT FUTURES

TRS CODE

G

H

UNIT OF TRADING

£100,000 nominal value notional Gilith 6% coupon

£100,000 nominal value notiondt ®ith 6% coupon

EXPIRY MONTHS

March, June, September, December, such that t
nearest three delivery months are available falirica

he March, June, September, December, such that the
nearest three delivery months are available faliriga

QUOTATION

Per £100 nominal

Per £100 nominal

MINIMUM PRICE MOVEMENT
(TICK SIZE AND VALUE)

0.01 (£10)

0.01 (£10)

LAST TRADING DAY

Two business days prior to the last business d#yeir
delivery month. On the Last Trading Day, trading
the expiring month will cease at 11:00 hours (Land

time)

1 Two business days prior to the last business d#yein
i delivery month. On the Last Trading Day, trading|i
othe expiring month will cease at 11:00 hours (Lando

time)

DELIVERY DAY

Any business day in delivery month (at seller’s
choice)

Any business day in delivery month (at seller's
choice)

TRADING HOURS

08:00 — 18:00 hours (London time)

(B 18:00 hours (London time)

MATURITY RANGE OF

DELIVERABLE GILTS 1 year and 6 months to 3 years and 3 months 4 yeérygears
THOMSON REUTERS RIC CODE 0#G: O#H:
BLOOMBERG TICKER SGLA<CMDTY>CT<GO> MGLA<CMDTY>CT<GO




