INTERACTIVE BROKERS CANADA INC. AGREEMENTS AND DISCLOSURE DOCUMENTS

The documents in this package contain the terms and conditions of your customer account with Interactive
Brokers Canada Inc. and also contain important information regarding the risks and characteristics of the
securities, commodities and other investment products that may be traded in your account. Please read all these
documents carefully.
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INTERACTIVE BROKERS CUSTOMER AGREEMENT

1. Customer Agreement: Customer understands and acknowledges that this Agreement ("Agreement") governs the relationship between
Customer and Interactive Brokers Canada Inc. ("IB") and sets forth the terms and conditions governing Customer's IB account. Customer agrees to
monitor the IB website at www.interactivebrokers.ca frequently for information regarding IB's services. To the extent that this Agreement varies
from any material provided on the IB website, this Agreement controls and Customer must abide by the terms of this Agreement. No provision of
this Agreement can be amended or waived on an individual basis except in writing by an officer of 1B, and confirmed in writing by an IB Non-
Industry Director. 1B Customer Service employees are not authorized to amend or waive the terms of this Agreement in any respect.

Customer understands and agrees that 1B may modify or change the terms and conditions of this Customer Agreement by providing Customer with
notice of the revised Agreement via e-mail. If Customer does not consent to the terms and conditions of the revised Agreement, Customer must
promptly notify IB via an e-mail to 1B Customer Service at www.interactivebrokers.ca and promptly cease using IB’s services except as
necessary to close Customer's account. Customer's continued use of IB's services after IB has provided e-mail notice of the revision of the
Agreement constitutes acceptance of the terms and conditions of the revised Agreement.

2. No Investment, Tax or Trading Advice: Customer acknowledges that representatives of IB are not authorized to provide investment, tax or
trading advice or to solicit orders. Customer further acknowledges that none of the information, research or other material provided by IB or on IB's
website constitutes a recommendation by IB or a solicitation to buy or sell securities, options, futures or other investment products.

Customer further acknowledges that IB will not be responsible for making a suitability determination of trades when accepting orders from
Customer. Customer agrees that Customer alone is responsible for his or her own investment decisions and that IB will not consider Customer’s
financial situation, investment knowledge, investment objectives and risk tolerance when accepting orders from Customer.

3. Customer Must Maintain Alternative Trading Arrangements: Electronic and computer-based facilities and systems such as those provided
to Customer and used by IB are inherently vulnerable to disruption, delay or failure and such facilities and systems may be unavailable to Customer
as a result of foreseeable and unforeseeable events. CUSTOMER MUST MAINTAIN ALTERNATIVE TRADING ARRANGEMENTS IN ADDITION
TO CUSTOMER'S 1B ACCOUNT FOR THE PLACEMENT AND EXECUTION OF CUSTOMER'S ORDERS IN THE EVENT THAT THE IB SYSTEM IS
UNAVAILABLE. By signing this Agreement, Customer represents that Customer shall maintain such alternative trading arrangements.

4. Responsibility For Customer Orders and Customer Trades: Customer understands that IB is unable to know whether someone
other than Customer has entered, or is entering, orders using Customer's user name and password. Unless otherwise specified to
and agreed by IB, Customer will not permit any other person to have access to Customer's account for any purpose. Customer shall
be responsible for the confidentiality and use of, and any Customer orders entered with, Customer's user name and password.
Customer agrees to report any loss or theft of Customer's user name or password, or any unauthorized access to Customer's
account, immediately by e-mail to IB Customer Service at help@interactivebrokers.ca. However, Customer shall remain responsible
for all orders entered using Customer's user name and password.

5. Order Routing:

A. A detailed description of IB’s policies regarding order routing is included in Addendum 1, "Order Routing and Payment for
Order Flow Disclosure." Customer represents that Customer has read and understands the information contained in Addendum
1.

B. Unless otherwise directed by Customer, IB has discretion to select the marketplace to which to route Customer's order. For
securities, options, futures and other investment products that are traded at multiple market centers, 1B may provide an order-
by-order best execution order routing option whereby the IB System attempts to seek the best available terms for a Customer's
order using a proprietary computerized routing algorithm ("Smart Routing"). Customer is advised to choose Smart Routing
when trading products for which Smart Routing is available. However, the IB System may allow a Customer to direct an order
to a specific market based upon the Customer's judgments about, among other things, the character of the market for the
security (e.g., price, volatility, relative liquidity, and pressure on available communications); the size and type of transaction;
and the execution speed and quality on various markets. In such cases, if Customer elects to direct orders to a particular
market center, Customer assumes responsibility for examining and directing Customer's trading in accordance with the relevant
rules, policies and procedures of the market center to which the orders are routed (e.g., rules regarding, among other things,
trading hours, bidding and offering, types of orders accepted, short sale restrictions, odd-lot trading restrictions, etc.).
Customer acknowledges that, if Customer elects to direct orders to a particular market center, Customer does so at Customer's
risk, including the risk that such orders may be executed on less advantageous terms.

C. IB cannot and does not warrant or guarantee that every Customer order will be executed at the best posted price. Among
other things, IB may not have access to every market at which a particular product may trade; other orders may trade ahead
of Customer's order and exhaust available volume at a posted price; exchanges or market makers may fail to honor their
posted prices; exchanges may re-route customer orders out of automated execution systems for manual handling (in which
case execution or representation of Customer's order may be substantially delayed); or exchange rules, policies, procedures or
decisions or system delays or failures may prevent Customer's order from being executed, may cause a delay in the execution
of Customer's order or may cause Customer's order not to be executed at the best price.

6. Order Cancellation and Modification: Customer acknowledges that it may not be possible to cancel or modify an order. Any attempt to cancel
or modify an order is simply a request to cancel or modify. IB is not liable to Customer if IB is unable to cancel or modify an order. Customer
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understands and agrees that, if an order cannot be canceled or modified, Customer is bound by any execution of the original order. Customer
further acknowledges that attempts to modify or cancel and replace an order can result in an over-execution of the order, or the execution of
duplicate orders, and Customer shall be responsible for all such executions.

7. Order Execution: IB shall execute Customer orders as agent, unless otherwise confirmed. IB is authorized to execute Customer orders as
principal. 1B may utilize another executing broker, including but not limited to an affiliate, to execute Customer orders. Such executing brokers shall
have the benefit of all of IB's rights and remedies hereunder. IB may decline any Customer order, or terminate this Agreement and/or Customer's
use of the facilities and services provided by IB for the transmission and execution of Customer orders (the "IB System") at any time in IB's sole
discretion. Customer shall be responsible for monitoring all Customer orders until IB confirms execution or cancellation of the order to Customer. All
transactions effected through IB are subject to the constitutions, rules, regulations, policies and procedures of the exchanges, markets and clearing
houses on which such trades are executed and/or cleared, and are also subject to all applicable laws and regulations. IN NO EVENT SHALL IB BE
LIABLE TO CUSTOMER FOR ANY ACTION, INACTION, DECISION OR RULING OF ANY EXCHANGE, MARKET, CLEARING HOUSE OR
REGULATORY AUTHORITY.

8. Confirmations:

A. IB may elect to confirm the execution or cancellation of any Customer order by the sole methods of transmitting an
electronic confirmation to Customer via e-mail or through the IB System, or for security purposes, by posting the information
on the IB website, with a notification sent to customer to login and retrieve the information. Customer agrees to accept
electronic trade confirmations in lieu of printed confirmations (see Addendum 2, "Customer Consent to Accept Electronic
Records and Communications™). Customer shall print electronic trade confirmations if required to maintain proper books and
records.

B. Customer agrees to monitor each open order until 1B confirms an execution or cancellation of the order to
Customer. Confirmations may be subject to delays. Customer understands that reports and confirmations of order
executions or cancellations may be erroneous for various reasons, including, but not limited to, cancellation or
adjustment by an exchange. Confirmations also are subject to change by IB, in which case Customer shall be
bound by the actual order execution, so long as it is consistent with Customer's order. In the event that IB
confirms an execution or cancellation in error and Customer unreasonably delays in reporting such error, IB
reserves the right to require Customer to accept the trade, or remove the trade from Customer's account, in IB's
sole discretion.

C. Customer agrees to notify 1B immediately by telephone, or by e-mail to 1B Customer Service at
help@interactivebrokers.ca, if:

i. Customer fails to receive an accurate confirmation of an execution or cancellation;

ii. Customer receives a confirmation that is not consistent with Customer's order;

ili. Customer receives confirmation of execution or cancellation of an order that Customer did
not place; or

iv. Customer receives an account statement, confirmation, or other information reflecting
inaccurate orders, trades, account balances, securities or futures positions, funds, margin
status, or transaction history.

D. Customer understands and agrees that IB may adjust Customer's account to correct any error. Customer agrees
to promptly return to 1B any assets distributed to Customer to which Customer was not entitled.

9. Authorization For Customer Trades to Be Executed Against 1B, 1B Customer or IB Affiliate Orders: Subject to applicable laws and the
constitutions, rules, and regulations of the exchanges or markets on which such transactions occur, Customer has no objection if orders for
Customer's accounts are traded with orders for: (i) other IB customers, or (ii) the proprietary accounts of IB or IB's affiliates. Customer authorizes
IB, its affiliates, or their customers, to act as buyers with respect to orders given by Customer to IB to sell for Customer's accounts, or as sellers
with respect to orders given by Customer to IB to buy for Customer's accounts. This consent may be revoked at any time on written notice to
"Interactive Brokers - Attn: Compliance Department” via registered mail. Such revocation shall become effective ten (10) days after receipt by IB's
Compliance Department. See also Addendum 1 (Order Routing and Payment for Order Flow Disclosure).

10. Proprietary Trading - Display of Customer Orders: Subject to applicable laws and the constitutions, rules, and regulations of relevant
exchanges or markets:

A. Customer authorizes IB to engage in proprietary trading, and to execute the proprietary trades of its affiliates,
even though IB may simultaneously hold unexecuted Customer orders for the same products which could be
executed at the same price;

B. Customer authorizes IB to disclose Customer orders to others, including IB's affiliates and customers; to
disseminate quotes; and to facilitate the execution of such orders.

C. In this regard, Customer represents that Customer has read and understood Addendum 3, ""Customer
Information Policies and Procedures."

11. Privacy Policy: Customer acknowledges receipt of the "Interactive Brokers Group Privacy Statement” ("IBG Privacy Statement") attached
hereto as Addendum 4. Customer represents that Customer has read and understood the information contained in the IBG Privacy Statement and
consents to the collection and use of the personal information that Customer has shared with IB and its affiliates in accordance therewith. Customer
further consents to the receipt of annual notice of the IBG Privacy Statement via the IB website and shall monitor the IB website for revisions to the
IBG Privacy Statement.
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12. Customer Qualification: Customer acknowledges that: (i) the Account Application submitted by Customer is incorporated by reference and
made a material part of this Customer Agreement and (ii) all of the information contained in the Customer’s account application materials (“Account
Application”) is true and complete. Customer agrees to disclose to IB any change in any information provided by Customer including, but not limited
to, any change in the ownership or beneficial interest in the Customer's account, by using the procedures available on the IB website or by
contacting IB Customer service via an e-mail addressed to help@interactivebrokers.ca. Customer authorizes IB to make such inquiry as it deems
appropriate, at any time, to verify Customer information. Customer shall notify IB of any restriction of any kind applicable to Customer regarding
the trading of securities, options, futures or other investment products.

A. If Customer Is a Natural Person: Customer represents and warrants that Customer is over 18 years old; is under no legal
incapacity; is financially sophisticated; has sufficient experience with the securities, options, futures and other investment
products to be traded in Customer's account; and is knowledgeable about the risks and characteristics of such products.

B. If Customer Is a Company: Customer and its authorized representatives represent and warrant that Customer: (i) is
authorized pursuant to its articles of incorporation, partnership agreement, charter, by-laws, operating agreement or other
governing document(s), and the jurisdictions in which Customer is so registered or regulated, to enter into this Agreement and
to trade the securities, options, futures and other investment products to be traded in Customer's account; (ii) is under no legal
incapacity; (iii) is financially sophisticated; (iv) has sufficient experience with, and is knowledgeable about, the risks and
characteristics of the securities, options, futures and other investment products to be traded in Customer's account; and (v)
that the persons which Customer identifies to IB as authorized to enter orders and trade on behalf of Customer have full
authority to do so.

C. If Customer Is a Trust: Customer" as used herein refers to the Trust and/or the Trustees. The Trustee(s) hereby represent(s)
the following:

(i) There are no other Trustees of the Trust other than those identified in the Account Application;

(ii) 1B has the authority to accept orders and other instructions relative to this account from the Trustee(s).
Trustee(s) hereby certifies(y) that IB is authorized to follow the instructions of any Trustee and to deliver
funds, securities, or any other assets in this account to any Trustee or on any Trustee's instructions,
including delivering assets to a Trustee personally. IB, in its sole discretion and for its sole protection, may
require the written consent of any or all Trustee(s) prior to acting upon the instructions of any Trustee;

(iii) Trustee(s) has (have) the power under the Trust, the documents governing the Trust ("Trust
Agreement") and applicable law to enter into the Customer Agreement and open the type of IB account
applied for, and to enter into transactions and issue instructions for this account. To the extent that the
following activities are permitted for the type of account being opened, such powers may include, without
limitation, the authority to buy, sell (including short sales), exchange, convert, tender, redeem and
withdraw assets (including delivery of securities to and from the account) to trade securities on margin or
otherwise (including the purchase and/or sale of option contracts), and/or the authority to trade futures
and/or options on futures, for and at the risk of the Trust.

(iv) Should only one Trustee execute this Agreement, it shall be a representation that such Trustee has the
authority, pursuant to the Trust Agreement, to execute this Agreement and to enter into transactions and
issue instructions for this account as described above, without acknowledgement or consent by the other
Trustees;

(v) Trustee(s) certifies(y) that any and all transactions effected and instructions given regarding this
account will be in full compliance with the Trust, the Trust Agreement, and applicable law.

(vi) Trustee(s), jointly and severally, shall indemnify IB and hold IB harmless from any claim, loss, expense
or other liability for effecting any transactions, and acting upon any instructions given by the Trustee(s).

(vii) Trustee(s), agree(s) to inform IB of any material change in any information provided in the Account
Application by e-mail addressed to the IB Help Desk at help@interactivebrokers.ca.

(viii) Trustee(s) represent(s) that the statements and certifications made herein and the information
provided in the Account Application process are true and correct, and authorizes IB to confirm their
accuracy as it deems necessary.

D. If Customer Is a Regulated Entity or Affiliated with a Regulated Entity: Unless Customer has notified IB to the contrary in the
Account Application, Customer represents that Customer is not an investment dealer; a broker-dealer; a futures commission
merchant; or an affiliate, associated person or employee of an investment dealer, broker-dealer or futures commission
merchant; and is not an affiliate, associated person or employee of any exchange, clearing house or regulatory agency or self-
regulatory organization. Customer agrees to notify IB immediately by e-mail to 1B Customer Service at
help@interactivebrokers.ca if Customer becomes employed by, or affiliated or associated with, an investment dealer, a
broker-dealer or futures commission merchant, or if Customer becomes registered with the Investment Dealers Association of
Canada, a Canadian provincial securities commission, National Association of Securities Dealers, the National Futures
Association, the Securities and Exchange Commission, the Commodity Futures Trading Commission or any other financial
regulatory agency or self-regulatory organization. Customer represents that, if Customer is required to be registered in any
capacity with any financial regulatory agency or self-regulatory organization (including, but not limited to, those listed above),
Customer is so registered. If Customer is an investment dealer or a broker-dealer and has notified IB to that effect, Customer
agrees that it shall identify its proprietary orders as broker-dealer orders.

13._Joint Accounts: For joint accounts, each joint account holder agrees that each joint account holder shall have authority, without notice to the
other joint account holder to: (i) buy and sell securities, options, futures or other investment products on margin, or otherwise, depending on the
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type of account; (ii) receive confirmations, statements and communications of every kind related to the account; (iii) receive and dispose of money,
securities and/or other property in the account; (iv) make, terminate, or agree to a modification of this Agreement; (v) waive any of the provisions
of this Agreement; and (vi) generally to deal with IB as if each joint account holder alone was the sole holder of the account. Each joint account
holder agrees that notice to any joint account holder shall constitute notice to all joint account holders. Each joint account holder further agrees that
he or she shall be jointly and severally liable to IB with respect to all matters relating to the account. 1B may follow the instructions of any of the
joint account holders concerning the account and make delivery to any of the joint account holders of any and all securities and/or other property in
the account, and make payments to any of the joint account holders, of any or all monies in the account as any of the joint account holders may
order and direct, even if such deliveries and/or payments shall be made to only one of the joint account holders personally.

In the event of the death of any of the joint account holders, the surviving joint account holders shall immediately give IB notice by registered mail
to "Interactive Brokers - Attn: Compliance Department” and IB may, before or after receiving such notice, initiate such proceedings, require such
documents, retain such portion and/or restrict transactions in the account as it deems advisable, in its sole discretion, to protect itself against any
tax, liability, penalty or loss under any present or future laws or otherwise. The estate of any deceased joint account holder shall be liable and each
survivor will be liable, jointly and severally, to IB for any debt or loss in the account or debt or loss incurred in the liquidation of the account or the
adjustment of the interests of the joint account holders. Unless the joint account holders indicated to the contrary when the IB account was opened,
IB may presume that it is the express intention of the joint account holders (except for residents of the Province of Quebec) to hold the account as
joint tenants with rights of survivorship. In the event of the death of any of the joint account holders, the entire interest in the account shall be
vested in the surviving joint account holders on the same terms and conditions as theretofore held, without in any manner releasing the deceased
joint account holder's estate from liability.

14. Marqin:
The following provisions apply only to margin-enabled accounts.

A. Risk of Margin Trading: Customer understands that trading on margin involves a high degree of risk and may
result in a loss of funds greater than the amount Customer has deposited in Customer's account. Customer
represents that Customer has read and understands the “Disclosure of Risks of Margin Trading” provided
separately by 1B, which is incorporated herein by reference.

B. Marginable Securities and Futures Trades: Regulatory authorities for a particular jurisdiction may determine which
securities are marginable, and the applicable margin requirements and rates. For example, the IDA determines which Canadian
securities are marginable; and in the U.S., the Federal Reserve Board determines which U.S. securities are marginable. All
commodity futures contracts are traded on margin. IB will extend credit to Customer to effect margin transactions in
accordance with applicable law.

C. Requirement to Maintain Sufficient Margin: Customer margin transactions are subject, at all times, to the initial margin
and maintenance margin requirements (the "Margin Requirements") established by IB or the applicable exchange, whichever is
greater. Customer shall monitor Customer's account so that at all times the account shall contain a sufficient account balance to
meet the applicable Margin Requirements. IB may modify such Margin Requirements for any Customer for open and new
positions, at any time, in IB's sole discretion. The margin required by IB may exceed the margin required by any exchange or
clearing house. 1B may reject any Customer order if Customer does not have a sufficient account balance to meet Margin
Requirements and may delay the processing of any order while determining the correct margin status of Customer's account.
Customer shall maintain, without notice or demand from IB, a sufficient account balance at all times so as to continuously meet
the Margin Requirements. The general formulas for calculating margin requirements provided on the IB website are only
indicative and may not accurately reflect the actual margin requirement in effect at a particular time for a Customer’s portfolio.
Customers must at all times satisfy whatever margin requirement is calculated by IB.

D. 1B Will Not Issue Margin Calls: IB has no obligation to notify Customer of any failure to meet Margin
Requirements in Customer’'s account prior to 1B exercising its rights and remedies under this Agreement.
Customer understands that 1B generally will not issue margin calls, that 1B generally will not credit Customer's
account to meet intraday margin deficiencies, and that IB is authorized to liquidate positions in Customer's
account in order to satisfy Margin Requirements without prior notice to Customer.

E. Liquidation of Positions and Offsetting Transactions:

i. IN THE EVENT THAT CUSTOMER'S ACCOUNT BALANCE HAS ZERO EQUITY OR IS IN DEFICIT AT
ANY TIME, OR THE ACCOUNT DOES NOT HAVE A SUFFICIENT ACCOUNT BALANCE TO MEET
MARGIN REQUIREMENTS, 1B SHALL HAVE THE RIGHT, IN ITS SOLE DISCRETION, BUT NOT THE
OBLIGATION, TO LIQUIDATE ALL OR ANY PART OF CUSTOMER'S POSITIONS IN ANY OF
CUSTOMER'S IB ACCOUNTS, WHETHER CARRIED INDIVIDUALLY OR JOINTLY WITH OTHERS
(INCLUDING BY THE ENTRY OF OFFSETTING TRANSACTIONS) AT ANY TIME AND IN SUCH
MANNER AND IN ANY MARKET AS 1B DEEMS NECESSARY, WITHOUT PRIOR NOTICE OR MARGIN
CALL TO THE CUSTOMER. CUSTOMER AGREES TO BE RESPONSIBLE FOR, AND PROMPTLY PAY TO
1B, ANY DEFICIENCIES IN CUSTOMER'S ACCOUNT THAT ARISE FROM SUCH LIQUIDATION OR
REMAIN AFTER SUCH LIQUIDATION. IB WILL NOT HAVE ANY LIABILITY TO CUSTOMER FOR ANY
LOSSES OR DAMAGES SUSTAINED BY CUSTOMER IN CONNECTION WITH SUCH LIQUIDATIONS
(OR IF THE 1B SYSTEM EXPERIENCES A DELAY IN EFFECTING, OR DOES NOT EFFECT, SUCH
LIQUIDATIONS) EVEN IF CUSTOMER SUBSEQUENTLY RE-ESTABLISHES ITS POSITION AT A LESS
FAVORABLE PRICE.

ii. Customer expressly waives any rights to receive prior notice or demand from IB and agrees that any
prior demand, notice, announcement or advertisement shall not be deemed a waiver of IB's right to
liquidate any Customer position. Customer understands that, in the event positions are liquidated by IB,
Customer shall have no right or opportunity to determine the securities to be liquidated or the order or
manner of liquidation. IB may, in its sole discretion, effect a liquidation on any exchange, Electronic
Communications Network ("ECN") or other market, and IB or its affiliates may take the other side of such
liguidating transaction. In the event that IB liquidates any or all positions in Customer's account, such



liguidation shall establish the amount of Customer's gain or loss and indebtedness to IB, if any. Customer
shall reimburse and hold IB harmless for all actions, omissions, costs, expenses, fees (including, but not
limited to, attorney's fees), penalties, losses, claims or liabilities associated with any such transaction
undertaken by IB. Customer shall be responsible for all resulting losses on Customer's positions,
notwithstanding IB's delay in or failure to liquidate any such positions. If IB executes an order for which the
Customer did not have sufficient funds, IB has the right, without notice to Customer, to liquidate the trade
and Customer shall be responsible for any loss as a result of such liquidation, including any costs, and shall
not be entitled to any profit that results from such liquidation.

iii. Customer acknowledges and agrees that IB deducts commissions and various other fees (including but
not limited to market data fees) from Customer accounts and that such deductions may affect the amount
of equity in Customer’s account to be applied against the Margin Requirements. Customer positions are
subject to liquidation as described herein if deduction of commissions, fees or other charges causes
Customer’s account to have an insufficient balance to satisfy the Margin Requirements.

iv. If the IB System does not, for any reason, effect a liquidation, and IB issues a margin call to Customer
by e-mail or any other method, Customer must satisfy such margin call immediately. Customer agrees to
monitor e-mail messages and satisfy any margin call issued by IB by immediately depositing funds in
Customer's account to pay, in full, the under-margined position. Notwithstanding such margin call,
Customer acknowledges that IB, in its sole discretion, may liquidate Customer's positions at any time.

v. IB also shall have the right to liquidate all or any part of Customer's positions without prior notice to the
Customer in the same manner as provided above: (i) if any dispute arises concerning any Customer trade,
(ii) upon Customer's failure to timely discharge its obligations to IB, (iii) upon the Customer's insolvency or
filing of a petition in bankruptcy or for protection from creditors, (iv) upon the appointment of a receiver, or
(v) whenever IB deems liquidation necessary or advisable for IB's protection.

15. Universal Accounts:

A. IB offers Customers the opportunity to maintain a “Universal Account”, which allows the Customer to trade securities,
options, futures and other products through IB in a single screen environment and receive combined statements reflecting
trades for various products. Customer acknowledges that an 1B Universal Account consists of two underlying accounts, a
securities trading account and a futures trading account maintained pursuant to IDA regulations. Customer understands and
acknowledges that the Universal Account is actually two separate accounts for bookkeeping and regulatory purposes. Customer
authorizes IB to combine information regarding the separate securities and futures accounts, including but not limited to trade
confirmations and position and margin information, into a single statement sent to Customer.

B. Customer’s utilizing IB’s Universal Account functionality authorize IB to transfer assets at any time between and among
Customer’s underlying securities and futures accounts to cover any obligations (e.g., funds needed for purchase of investment
products) or margin requirements in the other account. Customer acknowledges IB’s right to liquidate positions in the
underlying securities or commodity account to cover any deficit in the other account, in accordance with IB’s terms and
provisions for Securities and Futures Margin Trading.

C. Customers utilizing IB’s Universal Account functionality acknowledge that funds and positions in the underlying futures
account are not entitled to SIPC protection or excess SIPC-type insurance coverage that may be provided through an IB
affiliate. Only funds and positions in the underlying securities account are entitled to such protection.

16. Short Sales: Customer is responsible for the accurate designation of an order as a short sale at the time the order is placed. Customer
acknowledges that: (a) short sales may only be effected in a margin account and are subject to initial and maintenance Margin Requirements; (b)
prior to effecting a short sale for Customer, IB must have reasonable assurance that it will be able to borrow such stock on Customer's behalf to
effect delivery of such stock to the purchaser; (c) if IB is unable to borrow stock to enable Customer to effect delivery on a short sale, or if IB is
unable to re-borrow stock in order to satisfy a re-call notice from a stock lender, then IB may be subject to a buy-in pursuant to the rules of the
relevant clearing house, it being expressly understood by Customer that if IB is unable to borrow or re-borrow such stock, then IB, without notice to
Customer, is authorized by Customer to cover Customer's short position by purchasing stock on the open market at the then-current market price
and Customer shall be liable for any resulting losses and all associated costs incurred by IB. As noted above, the market value of short stock is
treated as a debit item to Customer's IB margin account.

17. 1B’s Right to Pledge Securities and Other Customer Property: IB is authorized by Customer to lend either to itself or to others any
securities and/or other property held by IB in Customer's account. Pursuant to applicable law, IB may, from time to time and without notice to
Customer, pledge, re-pledge, hypothecate or re-hypothecate, all Customer securities and/or other Customer property, either separately or together
with other securities and/or other property of other IB customers, for any amount due IB in any IB account in which Customer has an interest. 1B
may so pledge, re-pledge, hypothecate or re-hypothecate Customer's securities and/or other property without retaining in IB's possession or under
its control for delivery a like amount of similar securities and/or other property.

18. Security Interest: Any and all securities, cash, investments, contracts, foreign currency, collateral and/or property of Customer, including all
proceeds of the foregoing, held by or on behalf of IB for Customer's account, are hereby pledged to IB and shall be subject to a perfected first
priority lien and security interest in IB's favor to secure performance of Customer's obligations and liabilities to IB arising under this Agreement any
other agreement with 1B, or any transaction.

19. Interest Charges: IB shall pay credit interest to Customer and shall charge debit interest to Customer at such interest rates and on such credit
or debit balances as are then set forth on the IB website. The credit or debit interest rate applied shall be based upon the month's average
benchmark interest rate for the relevant currency. IB shall pay credit interest only on that portion of Customer's credit balance that exceeds the
credit balance threshold for the particular currency which is then set forth on the IB website (e.g., USD 10,000). IB shall apply the relevant credit
interest rate to that portion of Customer's "average monthly credit balance" that exceeds the relevant credit balance threshold and shall apply the



relevant short credit interest rate to that portion of the Customer's "average monthly short credit balance" that exceeds the relevant short credit
balance threshold. Short credit interest may be adjusted to reflect special rates or fees associated with specific stock borrows. IB shall apply the
relevant debit interest rate to the Customer's "average monthly debit balance." The terms "average monthly credit balance”, “average monthly
short credit balance” and “average monthly debit balance” refer to the average of the daily credit, short credit and debit balances, respectively, in
the Customer's account measured at the end of the month. The term “short credit balance” refers to a cash balance that results from Customer’s
short sales. Customer's account shall be credited and/or debited for interest that has accrued in any particular month during the first week of the
following month. IB reserves the right, in its sole discretion, to amend its credit and debit interest policies and rates upon notice made by posting

the amended policies or rates on the IB website.

20. Event of Default: An "Event of Default" hereunder shall occur automatically, without notice from IB if: (i) Customer breaches, repudiates, or
defaults in any way on any agreement with IB (including Customer's agreement to provide margin) or with any third party; (ii) IB, in its sole
discretion, determines that it has sufficient grounds for insecurity with respect to Customer's performance of any obligation to any person and,
immediately after demand, Customer fails to provide assurance of performance of the obligation satisfactory to IB; (iii) any proceedings are
commenced by or against Customer under any bankruptcy, insolvency, relief of debtors, or similar law; (iv) Customer makes an assignment for the
benefit of creditors; (v) a receiver, trustee, conservator, liquidator, or similar officer is appointed for Customer or any of Customer's property; (vi)
any of Customer's representations to 1B, whenever or wherever made, were untrue or misleading when made or later become untrue; (vii)
Customer dies or becomes legally incompetent; (viii) Customer or any organization of which Customer is a member suspends or threatens to
suspend the transaction of its usual business; (ix) any proceeding is commenced with respect to any of Customer's property or any such
organization; or (x) IB has reason to believe that any of the foregoing is likely to occur imminently.

21. Termination Upon an Event of Default: Customer absolutely and unconditionally agrees that, after the occurrence of an Event of Default, 1B
is authorized to terminate any or all of IB's obligations to Customer for future performance; and IB shall have the right in its sole discretion, but not
the obligation, without prior notice to the Customer, to liquidate any or any part of Customer's positions in any of Customer's 1B accounts, whether
carried individually, or jointly with others, (including by the entry of offsetting transactions) at any time and in such manner and in any market as
IB deems necessary. Customer acknowledges that, in addition to any other rights or remedies allowed by law, all balances in any of Customer's
accounts with IB (whether carried individually or jointly with others) are hereby pledged to IB to secure performance of Customer's obligations
hereunder. Customer will indemnify IB and hold IB harmless for all actions, omissions, costs, expenses (including attorneys' fees), losses, penalties,
claims or liabilities, which IB incurs in connection with: (i) the exercise of any remedy, (ii) the care of the collateral and defending or asserting the
rights and claims of IB in respect thereof, and (iii) meeting any obligation of IB which it fails to perform by reason of an Event of Default.

22. Provisions Relating to Multi-Currency Enabled Margin Accounts:

A. Receipt of Multi-Currency Account Risk Disclosure: Customer represents that Customer has read and understood the
Risk Disclosure Statement for Multi-Currency Enabled Accounts provided by IB as Addendum 12 to this Agreement.

B. Operation of Multi-Currency Accounts: The IB Multi-Currency account function gives IB Customers the ability to trade
securities or commodities denominated in different currencies using a single IB account denominated in a "base" currency of
the Customer's choosing. Customers will choose a base currency and Customer's balances, positions and Margin Requirements
will be calculated and displayed in the base currency. When a Customer purchases a security or commodity denominated in a
currency other than the base currency, a margin loan is established to fund the purchase. This margin loan is secured by
Customer funds held by IB in the Customer's base currency and in other currencies and by Customer's securities and
commodities positions to the extent allowed by law.

C. Foreign Currency Exchange Transaction Facility: Customers with Multi-Currency enabled accounts will be able to
exchange cash funds between the base currency and other currencies through spot foreign exchange transactions executed
through the IB system. Customers can use these spot foreign exchange transactions to convert funds to repay margin balances,
to convert gains generated on investments denominated in foreign currency back into the base currency, or to take positions in
particular currencies for purposes of investment or speculation.

D. Deposits and Withdrawals: All deposits into and withdrawals from the Multi-Currency enabled account must be made in
Customer's base currency. If Customer uses the spot foreign exchange transaction facility provided by IB to purchase a foreign
currency, funds may not be withdrawn in that currency or transferred to another financial institution but must be converted
back into the base currency through execution of a subsequent transaction with IB. Likewise, investment gains accruing in a
currency other than the base currency must be converted back into the base currency through a foreign exchange transaction
in order to be withdrawn, and investment losses accruing in a currency other than the base currency must be repaid by
converting funds in the base currency into the foreign currency.

E. Foreign Currency Exchange Transactions: For foreign currency exchange transactions executed through IB's spot foreign
currency exchange facility, IB generally will act as agent or riskless principal and will effect such transactions through an IB
affiliate, which may earn a profit (or suffer a loss) in connection with such transactions. Customer shall pay a transaction fee to
IB for each foreign exchange transaction, which IB may deduct from Customer's account. IB may modify the transaction fee
rates upon notice to Customer via the IB website or otherwise.

F. Margin: Customer is obligated to maintain sufficient funds in Customer's Multi-Currency enabled account at all times to meet
the Margin Requirements set by IB, or be subject to liquidation of positions as described above. If Customer maintains positions
denominated in foreign currencies, the IB system will calculate the margin required to carry those positions by applying
exchange rates specified by IB and translating the foreign currency margin balances into the base currency specified by the
Customer (Customer understands that this is a pro forma calculation - no funds will actually be converted for purposes of
margin calculations). IN TRANSLATING THE CUSTOMER'S FOREIGN CURRENCY MARGIN REQUIREMENTS INTO THE
BASE CURRENCY, IB WILL APPLY "HAIRCUTS" (A PERCENTAGE DISCOUNT ON THE FOREIGN CURRENCY EQUITY
AMOUNT) TO REFLECT THE POSSIBILITY OF FLUCTUATION IN EXCHANGE RATES BETWEEN THE BASE CURRENCY
AND THE FOREIGN CURRENCY. CUSTOMER THEREFORE MUST CLOSELY MONITOR MARGIN REQUIREMENTS AT ALL
TIMES, PARTICULARLY FOR POSITIONS DENOMINATED IN FOREIGN CURRENCIES (BECAUSE CURRENCY
FLUCTUATION, IN ADDITION TO FLUCTUATION IN THE VALUE OF THE UNDERLYING POSITION, CAN CAUSE
CUSTOMER TO INCUR A MARGIN DEFICIT).

G. IB's Right to Refuse Orders: These provisions do not evidence a commitment of IB to enter into foreign currency



exchange transactions generally or to enter into any specific foreign currency exchange transaction. IB reserves the right,
exercisable at any time in IB's sole discretion, to refuse: (i) acceptance of Customer's orders, or (ii) to quote a two-way market.

H. Authorization To Transfer Funds: Customer agrees that IB may transfer to or from Customer's regulated futures or
securities account(s) from or to any of Customer's non-regulated foreign currency account funds or securities that may be
required to avoid margin calls, reduce debit balances or for any other reason that is not in conflict with applicable law.

I. Netting Provisions:

(i) Netting by Novation. Each foreign currency transaction made between Customer and IB will
immediately, upon its being entered into, be netted with all then existing foreign currency transactions
between Customer and IB for the same currencies so as to constitute a single foreign currency transaction.

(ii) Payment Netting. If on any delivery date more than one delivery of a particular currency is to be made
between Customer and IB pursuant to a foreign currency transaction, each party shall aggregate the
amounts deliverable by it and only the difference, if any, between these aggregate amounts shall be
delivered by the party owing the larger amount to the other party.

(iii) Close-Out Netting. In the event Customer: (@) incurs a margin deficit in any 1B account, (b) defaults in
the payment or performance of any obligation to IB under any agreement with 1B, (c) becomes the subject
of a bankruptcy, insolvency or other similar proceeding, or (d) fails to pay its debts generally as they
become due, IB shall be entitled in its discretion, immediately and at any time to close-out all Customer's
foreign currency transactions by converting them to the base currency, and may in its discretion at any
time or from time to time liquidate all or some of Customer's collateral in IB's possession or control on any
commercially reasonable basis and apply the proceeds of such collateral to any amounts owing by
Customer to IB resulting from the close-out of such foreign currency transactions.

(iv) Notwithstanding anything to the contrary set forth above regarding IB's rights to close-out foreign
currency transactions, if an event specified in clause (c) of sub-section (iii) has occurred, then upon the
occurrence of such event, all outstanding foreign currency transactions will be deemed to have been
automatically terminated as of the time immediately preceding the institution of the relevant proceeding, or
the presentation of the relevant petition upon the occurrence with respect to Customer of such specified
event.

(v) The rights of IB under this section shall be in addition to, and not in limitation or exclusion of any other
rights that 1B may have (whether by agreement, operation of law or otherwise).

23. Equity Options: Customers authorized by IB to trade equity options are subject to Addendum 6, "Disclosure of Risks and Terms and Conditions
of Trading Equity Options," and Addendum 10, “Important Information about U.S. Option Exchange Rules.” Customer represents that Customer has
read and understands the information contained in Addenda 6 and 10.

24. Equity Index Options: Customer understands that equity index options are cash-settled, and Customer acknowledges that there may be
delays in the reporting of the exercise settlement value of equity index options. Customers who write equity index options acknowledge that once
an exercise has been assigned, the Customer can no longer effect a closing transaction in that option, whether or not the Customer received notice
of the assignment, and must pay the cash settlement price.

25. Commodity Options: Customer acknowledges and agrees that commodity option contracts may not be exercised and must be closed out by
offset. Except for cash-settled commodity options, if Customer has not offset commodity options contract positions at least one (1) hour prior to the
time specified by an exchange for final settlement, IB is authorized to do so, or to sell any position into which the option position is converted upon
expiration, or to otherwise liquidate the resulting positions, and credit or debit Customer's account accordingly. Customer shall pay IB for all costs
and expenses related to such liquidations and shall hold IB harmless for any actions taken, or not taken, in connection therewith. Customer
represents that Customer has read and understands the information contained in Addendum 7.

26. Close-Out Deadline for Futures Contracts Not Settled in Cash:

A. For futures contracts that are not settled in cash but are settled by actual physical delivery of the underlying commodity
(including those foreign currency contracts that call for actual delivery of the physical currency and are not on the IB
Deliverable Currency List), Customers may not make or receive delivery of the underlying commodity. For long positions not
settled in cash, customer agrees to roll forward or close-out the position by offset three (3) business days prior to the
exchange-specified first notice day (the long "Close-Out Deadline™). For short positions not settled in cash, customer agrees to
roll forward or close-out the position by offset three (3) business days prior to the exchange-specified last trade day (the short
"Close-Out Deadline"). It is Customer's responsibility to make itself aware of the Close-out Deadlines. If customer has not
closed out any position in a futures contract not settled in cash by the Close-Out Deadline, IB has the right to liquidate
customer's position in the expiring contract. If Customer fails to close out a futures position and IB is unable to close out the
position prior to the expiration of the contract, then Customer shall be liable for any and all costs of delivery and liquidation of
the resulting physical currency position.

B. Most foreign currency contracts call for actual delivery of the physical currency. IB will only make or receive delivery of the
currency contracts that are specified in the 1B Deliverable Currency List. This is an automatic process, and customers must
close out their positions prior to the settlement date if they do not wish to make or receive delivery.

27. Volume Weighted Average Price (VWAP) Orders: IB may accept Volume Weighted Average Price (“"VWAP") orders for certain securities or
futures products. VWAP stock transactions will be executed after the close of trading at the average price for the security during the reference



period, as calculated by a third-party pricing service ("Pricing Service"). The average price reported to the Customer on the relevant confirmation
may not reflect the actual trading level of the security at any point during the trading day, but rather reflects an average price based upon
transactions effected during the reference period, as calculated by the Pricing Service. In VWAP transactions IB, as agent or riskless principal, will
generally forward the transactions for execution to an affiliate, which will act as principal in the transaction. Customers entering VWAP orders agree
to accept the VWAP price for the reference period as calculated by the Pricing Service. IB has no control over the methodology used by the Pricing
Service to calculate VWAP prices and does not warrant the accuracy of those prices. IB reserves the right NOT to execute a VWAP transaction at the
close of trading in the following circumstances: i) the customer's VWAP order violates exchange rules or securities or commodities laws or
regulations or is intended to defraud or manipulate the market; ii) a significant disruption in or premature close of trading in the market on which
the security or futures product is traded; iii) acts of God, war (declared or undeclared), terrorism, fire or action by an exchange or governmental
authority that disrupts trading in the relevant security or the Pricing Service's calculation of the VWAP; or iv) if the Pricing Service's calculation of
VWAP prices is clearly erroneous. In such cases, IB shall have no obligation to execute Customer's VWAP order.

28. Account Deficits: If a cash (non-margin) account incurs a deficit for any reason, margin interest rates will be charged on the debit balance
owed by Customer to IB until the deficit is repaid. At its sole discretion, IB has the right, but not the obligation, to treat a cash (non-margin)
account that has incurred a deficit as a margin account, in which case the terms and conditions specified in this Agreement relating to margin
trading will apply. For any Customer deficit in any account that remains unpaid, Customer agrees to pay and shall be liable for the reasonable costs
and expenses of collection of the debit balance, including, but not limited to, attorneys' fees and/or collection agent fees.

29. Incoming Funds: Customer represents that all funds sent to IB for deposit into Customer’s account belong to Customer. Customer represents
that no third-parties have beneficial ownership of funds in Customer's account and that Customer is not trading on behalf of third-parties unless
Customer has notified IB in writing to the contrary, and provided that Customer is properly registered and authorized under applicable laws and
regulations to conduct such trading.

30. Commissions and Fees: Upon execution of a Customer order, Customer shall pay to IB its commissions and fees, which IB may deduct from
Customer's account. IB may modify commissions and fees upon not less than sixty (60) days prior notice to Customer provided through the 1B
website.

31. Acknowledgment of Risks: Customer acknowledges that trading securities, options and futures is a highly speculative activity
involving a high degree of risk, arising from the use of leverage and rapidly fluctuating markets. Customer also understands that
trading in certain securities, options and futures may cease or expire on particular trading days, and that when securities, options,
and futures are traded on foreign markets that are located outside of the United States, trading days and hours may not coincide
with domestic trading days or hours. Customer further understands that these factors may result in financial disadvantage to
Customer. Customer represents that Customer is willing and able to assume these and all other risks of securities, options, and
futures trading. Customer hereby agrees to hold IB and IB's affiliates, officers, partners, and agents harmless against any loss which
results from Customer's trading. Customer acknowledges that it is responsible for knowing the rights and terms of any securities or
options in its account, including but not limited to, corporate actions (such as whether a security is the subject of a tender or
exchange offer, a reorganization, a stock split or reverse stock split); and that IB has no obligation to notify Customer of dates of
meetings or to take any other action without specific written instructions sent by Customer to IB Customer Service at
help@interactivebrokers.ca and received by IB Customer Service.

32. Systems Risks: Electronic or computer-based facilities and systems such as those used by IB are inherently vulnerable to disruption or failure
and may be unavailable to Customer from time to time. Customer's ability to make claims or recover losses may be subject to limits on liability
imposed by this Agreement, the system provider, the market, the clearing house and/or member firms. In this regard, Customer is subject to
Addendum 8, "Electronic Trading and Order Routing Systems Risk Disclosure Statement" and Customer represents that Customer has read and
understands the information contained in Addendum 8. CUSTOMER ACKNOWLEDGES THAT, AS NECESSARY OR APPROPRIATE IN
ACCORDANCE WITH THE TERMS OF THIS AGREEMENT, IB MAY EXERCISE ITS RIGHT TO LIQUIDATE ALL OR ANY PART OF
CUSTOMER'S POSITIONS WITHOUT PRIOR NOTICE OR IF IB IS UNABLE TO CONTACT CUSTOMER DUE TO CUSTOMER
UNAVAILABILITY OR DUE TO FAILURE OF ELECTRONIC COMMUNICATIONS.

33. Risks of After-Hours Trading: Customer acknowledges that there are special characteristics and unique risks associated with trading in
securities, options and futures at times that are outside the ordinary trading hours for the exchanges upon which such products are traded (“After-
Hours Trading™). Such risks include, but are not limited to, the risk of lower liquidity, the risk of higher volatility, the risk of changing prices, the risk
arising from unlinked markets, the risk of news announcements affecting prices, and the risk of wider spreads. Addendum 9, "After-Hours Trading
Risk Disclosure Statement,"” sets forth these risks in greater detail, and Customer represents that Customer has read and understands the
information contained in Addendum 9.

34. Price Quotations, Market Information, Research and Internet Links:

A. Price quotations, market information, news, research and any other information accessible through the IB website or other
IB services or facilities ("Information™) may be prepared by exchanges or information providers ("Providers") that are
independent of IB and IB's affiliates. None of the Information constitutes a recommendation by IB or a solicitation of any offer
to buy or sell any securities, options, futures or other investment products. Neither IB nor the Providers guarantee the
accuracy, timeliness, or completeness of the Information, and Customer should conduct further research and analysis or consult
an investment advisor before making investment decisions. RELIANCE ON QUOTES, DATA OR OTHER INFORMATION IS
AT CUSTOMER'S OWN RISK. IN NO EVENT WILL 1B OR THE PROVIDERS BE LIABLE FOR CONSEQUENTIAL,
INCIDENTAL, SPECIAL OR INDIRECT DAMAGES ARISING FROM USE OF THE INFORMATION. THERE IS NO
WARRANTY OF ANY KIND, EXPRESS OR IMPLIED, REGARDING THE INFORMATION, INCLUDING WARRANTY OF
MERCHANTIBILITY, WARRANTY OF FITNESS FOR A PARTICULAR USE, OR WARRANTY OF NON-INFRINGEMENT.

B. The Information is the property of IB, the Providers or their licensors and is protected by applicable copyright law. Customer
agrees not to reproduce, re-transmit, disseminate, sell, distribute, publish, broadcast, circulate or commercially exploit the
Information in any manner without the express written consent of IB or the Providers. IB reserves the right to terminate access
to the Information. Links to outside websites are provided for the convenience of Customers and website visitors only and do
not constitute a recommendation by IB or a solicitation of any offer to buy or sell any securities, options, futures or other
investment products. Such links lead to third-party websites that are independent of 1B, and IB does not guarantee or warrant
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the accuracy, timeliness or completeness of any information provided on such websites.

35. License to Use IB Software and Related Restrictions: IB grants to Customer and Customer accepts a non-exclusive and non-transferable
license to use IB's proprietary software to communicate with the IB System ("IB Software™), solely as provided herein. Title to the IB Software shall
remain the sole property of IB, including without limitation, all applicable rights to patents, copyrights and trademarks. Customer shall secure and
protect the IB Software in a manner consistent with the maintenance of IB's ownership and rights therein and shall not sell, exchange, or otherwise
transfer the IB Software to others. IB shall be entitled to obtain immediate injunctive relief against threatened breaches of the foregoing
undertakings. Customer shall not copy, modify, translate, decompile, reverse engineer, disassemble or otherwise reduce to a human readable form,
or adapt, the IB Software or use it to create a derivative work, unless authorized in writing to do so by an officer of IB and confirmed by IB's
Secretary. Any updates, replacements, revisions, enhancements, additions or conversions to the IB Software supplied to Customer by IB shall
become subject to this Agreement.

36. LIMITATION OF LIABILITY: CUSTOMER ACCEPTS THE IB SYSTEM "AS IS", AND WITHOUT WARRANTIES, EXPRESS OR IMPLIED,
INCLUDING, BUT NOT LIMITED TO, THE IMPLIED WARRANTIES OF MERCHANTABILITY OR FITNESS FOR A PARTICULAR USE,
PURPOSE OR APPLICATION; TIMELINESS; FREEDOM FROM INTERRUPTION; OR ANY IMPLIED WARRANTIES ARISING FROM TRADE
USAGE, COURSE OF DEALING OR COURSE OF PERFORMANCE. UNDER NO CIRCUMSTANCES SHALL IB BE LIABLE FOR ANY PUNITIVE,
INDIRECT, INCIDENTAL, SPECIAL OR CONSEQUENTIAL LOSS OR DAMAGES, INCLUDING LOSS OF BUSINESS, PROFITS OR
GOODWILL. IB SHALL NOT BE LIABLE TO CUSTOMER BY REASON OF DELAYS OR INTERRUPTIONS OF SERVICE OR TRANSMISSIONS,
OR FAILURES OF PERFORMANCE OF THE IB SYSTEM, REGARDLESS OF CAUSE, INCLUDING, BUT NOT LIMITED TO, THOSE CAUSED BY
HARDWARE OR SOFTWARE MALFUNCTION; GOVERNMENTAL, EXCHANGE OR OTHER REGULATORY ACTION; ACTS OF GOD; WAR,
TERRORISM, OR IB'S INTENTIONAL ACTS. CUSTOMER RECOGNIZES THAT THERE MAY BE DELAYS OR INTERRUPTIONS IN THE USE OF
THE IB SYSTEM, INCLUDING, FOR EXAMPLE, THOSE CAUSED INTENTIONALLY BY IB FOR PURPOSES OF SERVICING THE IB SYSTEM.
CUSTOMER ACKNOWLEDGES THAT CUSTOMER 1S RESPONSIBLE FOR MAINTAINING ALTERNATIVE TRADING ARRANGEMENTS IN
ADDITION TO CUSTOMER'S IB ACCOUNT. IN NO EVENT SHALL IB'S LIABILITY, REGARDLESS OF THE FORM OF ACTION AND
DAMAGES SUFFERED BY CUSTOMER, EXCEED THE HIGHEST AGGREGATE MONTHLY COMMISSIONS AND FEES PAID BY CUSTOMER TO
1B.

37. 1B and lts Affiliates: A copy of IB's audited financial statements shall be made available to Customer on the IB website and, upon request, by
mail to Customer. Customers shall rely only on the financial condition of IB, and not on that of its affiliated companies. Affiliates of IB are not liable
for IB's acts and omissions. All of IB's rights and remedies hereunder shall inure to the benefit of its affiliated companies. IB is regulated in Canada
by the Investment Dealers Association of Canada and the various Canadian provincial securities commissions. IB’s U.S. affiliates, Interactive
Brokers LLC and Timber Hill LLC, either of whom may act as executing broker for customer's orders, are regulated in the United States by the
Commodity Futures Trading Commission, the Securities & Exchange Commission, and by various self-regulatory organizations.

38. Miscellaneous:

A. This Agreement is governed by the laws of Canada. The courts of Canada have exclusive jurisdiction over all disputes
relating to or arising from the execution or performance of this Agreement, except when arbitration is provided. In all judicial
actions, arbitrations, or dispute resolution methods, the parties waive any right to punitive damages.

B. Customer agrees to the provision of this Agreement in English and represents that Customer understands all of the terms
and conditions contained herein.

C. IB is authorized to record all telephone conversations with Customer.
D. IB may discontinue providing brokerage services to Customer and may terminate this Agreement at any time.

E. Customer may close its account only if all positions in the account have been closed and only pursuant to a written
instruction sent by e-mail addressed to IB Customer Service at help@interactivebrokers.ca.

F. Funds will not be disbursed to Customer until after positions are settled. Funds received by check will not be disbursed prior
to twelve (12) business days from the date of deposit by IB.

G. Customer grants IB a lien on all of Customer's property held at any time by IB to secure any Customer indebtedness or
obligation to IB and IB, without notice to Customer, may use, transfer or sell any or all of Customer's property to enforce its
lien.

H. If any provision of this Agreement is deemed unenforceable, such provision shall be ineffective only to the extent of such
unenforceability, without invalidating the remaining provisions of this Agreement.

. This Agreement contains the entire Agreement between the parties, who have made no representations or warranties other
than as expressly provided herein.

J. No provision of this Agreement may be waived or modified without a writing signed by an officer of IB and confirmed in
writing by an IB Non-Industry Director, and in entering this Agreement Customer has not relied on or been otherwise induced
by any matter not contained in such a writing.

K. The failure of IB to enforce, at any time or for any period, any one or more of the terms or conditions of this Agreement shall
not constitute a waiver of such terms or conditions or of the right, at any time subsequently, to enforce all terms and conditions
of this Agreement.

L. This Agreement shall inure to the benefit of IB's successors and assigns and binds Customer's successors and assigns,
although Customer may not assign or transfer any rights or obligations hereunder without the prior written consent of IB. In
the event of any assignation or transfer of Customer’s rights under this Agreement, the assignee or transferee shall be liable for
all of Customer’s past and present debts and obligations to IB.
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M. Subject to applicable regulations, upon notice to Customer, IB may assign this Agreement to another duly registered
investment dealer.

N. Customer consents to receipt of electronic records and communications regarding this Agreement and all Customer
transactions and dealings with IB, as described more fully in Addendum 2, "Customer Consent To Accept Electronic Records And
Communications." Customer represents that Customer has read and understands the information contained in Addendum 2.

39. Arbitration: If Customer maintains an account with 1B, Customer may submit any controversy between IB, any IB affiliate or any of their
shareholders, officers, directors or employees on the one hand, and Customer or, if applicable, Customer's shareholders, officers, directors or
employees on the other hand, arising out of, or relating to, this Agreement, or the account(s) established hereunder to arbitration, in accordance
with the rules then prevailing of any one of the following: the Investment Dealers Association of Canada, or pursuant to any Arbitration Programs
available to customer in the various Canadian provinces, as Customer may elect. If Customer does not make such election by registered mail
addressed to "Interactive Brokers - Attn: Compliance Director” at its main office within ten (10) days after IB's receipt of notification from Customer
requesting such election, then Customer authorizes IB to make such election on Customer's behalf. Any arbitration hereunder shall be before at
least three arbitrators, unless the rules of the selected arbitration forum do not permit three arbitrators and the award of the arbitrators, or a
majority of them, shall be final, and judgment upon the award rendered may be entered in any court, state or federal, having jurisdiction. Customer
further agrees that: (1) arbitration is final and binding; (2) customer is waiving the right to seek remedies in court, including the right to a jury
trial; (3) pre-arbitration discovery is generally more limited than and different from court proceedings; (4) the arbitrators' award is not required to
include factual findings or legal reasoning and any party's right to appeal or to seek modification of rulings by the arbitrators is strictly limited; and
(5) the panel of arbitrators will typically include a minority of arbitrators who were or are affiliated with the securities industry.

ADDENDUM 1

ORDER ROUTING AND PAYMENT FOR ORDER FLOW DISCLOSURE

IB's Order Routing System: Interactive Brokers offers its customers two primary methods of routing their orders to the market for execution.
First, IB customers may directly route their orders to a particular market of their choice. For stocks and options traded at exchanges or ECNs,
however, IB recommends that customers use IB's intelligent Best Execution Order Routing System (“Smart Routing”), which is designed to optimize
both speed and price of execution. IB's Smart Routing system continually scans competing market centers and automatically seeks to route orders
to the best market, taking into account factors such as the availability of automatic order execution.

Automatic Execution and Price Improvement: Electronic Communication Networks ("ECNs™) and exchange automatic execution systems
generally execute orders instantaneously at the posted bid or offer, rather than routing orders to a specialist or a trading crowd for manual
handling. Wherever possible, when an IB customer selects Smart Routing, IB routes eligible customer orders to exchanges and market centers
currently offering automatic execution of orders. While automatically executed orders may not have an opportunity to be executed at a price better
than the market center's posted bid or offer, automatic execution of customer orders is faster and more certain than other methods of execution
and eliminates execution of orders at prices inferior to the prices posted at the market when the order was routed to it. Automatic execution of
orders also eliminates the ability of a market maker or a specialist to hold on to a customer order and perhaps decline to execute the order if the
market moves in the customer’s favor while the order is pending. Overall, IB believes that use of the Smart Routing system to route orders to the
exchange or market center with the best price, combined with automatic execution, provides IB customers with the most favorable order execution.

In addition to automatic execution of orders by certain exchanges and ECNs, IB's market-making affiliates, including Timber Hill LLC
and Timber Hill Europe, also provide automatic execution for certain eligible IB customer orders routed through IB’s Smart Routing
system, for certain Nasdaq stocks, NYSE stocks, non-U.S.-listed stocks and other securities. When an order is sent using Smart
Routing, if an IB affiliate is willing to provide an execution at the best available posted price or better for that stock, IB may send the
order to that affiliate for an immediate automatic execution. Orders sent to IB affiliates for automatic execution generally are
eligible for price improvement (i.e., they may be executed at a price better than the best posted bid or offer). Only orders that are
immediately executable are eligible to be routed by IB to an affiliate for automatic execution by that affiliate.

Payment for Order Flow: Except for liquidity rebates that may be paid by ECNs for certain orders routed to those ECNs, IB does not generally
accept payment for order flow for stock orders. ECN liquidity rebates are credited against the fees charged by the ECNs to execute other orders. 1B
receives order flow payments in varying amounts from U.S. option exchange specialists and/or market makers pursuant to the mandatory
marketing fee programs that have been adopted by the exchanges and approved by the SEC. Receipt of payment for order flow under these
exchange programs plays no role in determining where IB routes non-directed customer orders.

Affiliate Relationships: IB's affiliate Timber Hill LLC makes markets in stocks and acts as a specialist or market maker on all U.S. option
exchanges. Other IB affiliates worldwide, including Timber Hill Europe, also act as market makers on global exchanges. As noted above, for non-
directed 1B customer stock orders routed using IB’s Smart Routing system, if an IB affiliate is willing to provide an execution at the best available
posted price or better for that stock, IB may send the order to its affiliate for an immediate automatic execution. Likewise, if an IB affiliate is a
specialist or market maker on an exchange that has posted the best bid or offer for an option contract for which an IB customer has placed an
order, and another exchange is also posting the same best bid or offer, IB will break the tie by sending the order to the exchange where the IB
affiliate is acting as specialist or market maker.

Quarterly Order Routing Reports and Other Order Routing Information Available upon Request: U.S. Securities and Exchange
Commission rules require all brokerage firms to make publicly available quarterly reports describing their order routing practices. For 1B, these
quarterly reports describe how and where customer orders are routed when customers use IB's Smart Routing system rather than directing their
order to a particular market center. I1B's quarterly order routing reports are available on the IB website at www.interactivebrokers.ca, or can be
obtained by an e-mail request directed to IB Customer Service at help@interactivebrokers.ca.

In addition to the basic quarterly reports, under SEC Rule 11Ac1-6(c) a broker-dealer is required upon a customer request to provide information
regarding the identity of the market center to which any customer order (or all orders) was routed in the six months prior to the request; whether
the order was a directed or non-directed order, and the time of the transaction, if any, that resulted from such order.

Please e-mail the IB Customer Service Desk at help@interactivebrokers.ca if you wish to receive the foregoing routing information for any
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order(s) within the past six months. Please type "Request for Order Routing Information” in the subject line of the e-mail and please include your
name, user id and account number as well as the date of the order, the security, the quantity, and any other information necessary to identify the
order (e.g., the time of day if there were several similar orders that day).

Finally, statistical information regarding the quality of executions for stock orders effected through IB’s affiliate Timber Hill LLC (e.g., average
execution speed, percentage of orders receiving price improvement, etc.) is available on the Interactive Brokers website at
www.interactivebrokers.caor may be downloaded at ftp://nasdr:mrclean@ftp.interactivebrokers.com.

ADDENDUM 2
CUSTOMER CONSENT TO ACCEPT ELECTRONIC RECORDS AND COMMUNICATIONS

In the interests of timeliness, efficiency and lower costs for our Customers, IB provides electronic trade confirmations, account statements and
other Customer records and communications (collectively, "Records and Communications") in electronic form. Electronic Records and
Communications may be sent to Customer's Trader Workstation or to Customer's e-mail address, or for security purposes may be posted on the IB
website, with a notification sent to customer to login and retrieve the Communication.

By entering into this Agreement, Customer consents to the receipt of electronic Records and Communications regarding all Customer transactions
and dealings with IB, including confirmations, account statements, messages, and notices of any kind. Customer may withdraw such consent at any
time by e-mail addressed to IB Customer Service at help@interactivebrokers.ca. If Customer withdraws such consent, however, IB reserves the
right to require Customer to close Customer's account.

In order to trade using the IB Trader Workstation ("TWS"), and to receive Records and Communications through the TWS, there are certain system
hardware and software requirements, which are described on the IB Website at www.interactivebrokers.ca. Since these requirements may
change, Customer must periodically refer to the IB website for current system requirements. To receive electronic mail from 1B, Customer is
responsible for maintaining a valid Internet e-mail address and software allowing customer to read, send and receive e-mail. Customer must notify
IB immediately of a change in Customer's e-mail address by: (i) using those procedures to change a Customer e-mail address that may be available
on the IB website or (ii) contacting IB Customer Service at help@interactivebrokers.ca for further instructions.

ADDENDUM 3
CUSTOMER INFORMATION POLICIES AND PROCEDURES

This addendum provides Customers with information about IB's Customer Information Policies and Procedures, and is intended to make it clear that
prior Customer or proprietary orders, as well as prior proprietary orders of IB or its affiliates, will be represented for execution before subsequently

transmitted Customer orders for the same securities which could be executed at the same price. In other words, all orders are to be executed

on a "first come, first served basis".

IB does not engage in underwriting activities, nor do IB account executives engage in verbal communications with Customers for the purpose of
making recommendations or giving advice with respect to the purchase or sale of financial products. IB Customer orders are ordinarily transmitted
through IB's automated order routing system. As such, IB personnel have a limited role in relation to particular Customer orders. The policies and
procedures described herein apply to all Interactive Brokers Group (the "Group")* affiliates, and generally relate to the confidentiality and
prevention of misuse of, or access to, Customer trading information, including Customer orders.

IB generally engages in proprietary trading only to correct errors, or in connection with authorized adjustments of Customer orders or accounts
(e.g., close-outs, fails, or other similar transactions)?. Other Group affiliates are primarily engaged in proprietary trading, and may place orders with
IB for execution.

Protections built into I1B's automated order routing system assure that when a Customer order is entered into the IB system and
transmitted for execution (e.g., to an exchange's electronic system), the identity of IB's Customer is anonymous. In addition, whether
an order is designated as a Customer order or a proprietary order of IB or one of its affiliates, would not affect the priority of execution which the 1B
system allocates on a "first come, first served"” basis. The IB system is designed to prevent any subsequent Group proprietary orders to buy (or sell)
any security from being executed prior to the execution of Customer orders to buy (or sell) the same securities previously entered into the IB
system which could be executed at the same price. The integrity of these systems is tested by an audit trail which is maintained and which time
stamps all proprietary and Customer orders. Further, the IB trading system is designed to prevent the disclosure of Customer orders to any person,
including Group personnel, prior to the transmission of these orders to the exchange or market center for execution, and prior to display to 1B
customers on the Interactive Brokers Book. For the purpose of facilitating execution, the Interactive Brokers Book displays competitive bids and
offers with their associated sizes as they appear on the Interactive Brokers Book to IB customers and Group personnel on the same basis. The
Group trading systems that generate, and are responsible for, entering the proprietary orders of the Group do not view, and their input is
independent from, Customer orders.

Finally, only a limited number of identified and approved personnel of the Group may enter proprietary orders or affect the trading engaged in
through the systems that generate the Group's proprietary orders. These personnel are prohibited from causing the execution of subsequent Group
proprietary orders to buy (or sell) any security on any exchange or market center if they have knowledge of any particular prior unexecuted
customer orders to buy (or sell) such security which could be executed at the same price.
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1 Current members of the Interactive Brokers Group of companies are: Interactive Brokers Group LLC; Interactive Brokers LLC; Interactive Brokers
(U.K.) Limited; Interactive Brokers Canada, Inc.; Timber Hill LLC; Timber Hill Europe AG; Timber Hill (UK) Limited; Timber Hill Hong Kong Limited;
Timber Hill Securities Hong Kong Limited; Timber Hill Australia Pty Limited; and Timber Hill Canada Company.

2 Certain IB affiliates also execute 1B Customer orders (as agent of IB) on those exchanges where IB is not a member.

ADDENDUM 4

INTERACTIVE BROKERS GROUP PRIVACY STATEMENT

The Interactive Brokers Group does not sell or license information about Interactive Brokers customers to third parties, nor do we sell customer lists
or customer e-mail addresses to third-party marketers.

At IB, we understand that the confidentiality and security of the personal information that you have shared with us is important to you. That's why
we have developed specific policies and practices that are designed to protect the privacy of your personal information. By opening an account with
IB or by utilizing the products and services that are available through IB, you have consented to the collection and use of your personal information
in accordance with the privacy policy set forth below. We encourage you to read this privacy statement carefully.

In order to provide brokerage services and in compliance with regulatory requirements, IB collects certain personal, non-public information from
you. This includes information that you provide during the IB account application process (e.g., your name, e-mail address, telephone number, birth
date, social security number, investment objectives, etc.), and acquired as a result of the transactions you conduct through the IB system. We
safeguard the confidentiality of your information in a number of ways. For example:

° We do not sell or license lists of our customers or the personal, non-public information that you provide to us.

[ We restrict access to the personal, non-public information that you have shared with us to those IB employees, agents, and affiliates who
need to know such information in connection with the services that IB provides to you.

[ We maintain strict employment policies that prohibit employees who have access to your personal, non-public information from using or
disclosing such information except for business purposes.

° We take substantial precautions to safeguard your personal, nonpublic information. For example, the IB system can be accessed only by
authorized IB personal via valid user names and passwords. In addition, our Internet-based systems include security measures such as
encryption and firewalls.

IB uses the personal, nonpublic information that we collect from you to service your account (e.g., to qualify you for trading the products and using
the services available through the IB system and to execute and confirm your IB transactions). In doing so, we may share such information with our
employees, agents, and affiliates.

IB also collects and uses information acquired from "cookies." "Cookies" are bits of textual information that are sent electronically from a web
server to your browser and are stored on your computer. They do not identify you individually nor do they contain personal information about you,
unless you have identified yourself or provided the information by, for example, opening an account or registering for an on-line service. IB may
use cookies to measure and identify website traffic patterns and to track the performance of web features and advertisements. By providing IB with
a better understanding of how you and others use IB's websites and other web services, cookies enable IB to improve the navigation and
functionality of its websites and to present the most useful information and offers to you. IB may share information obtained from cookies with its
employees, agents and affiliates, but does not sell such information to unaffiliated third parties. 1B may permit other companies or their third party
ad servers to set cookies on your browser when you visit an IB website. Such companies generally use these cookies as we do.

We do not disclose personal, nonpublic information to individuals or entities that are not affiliated with 1B, except as provided by law. For example,
among other reasons we may disclose or report such information: where necessary to authorize, effect, administer, or enforce transactions that you
request or authorize; to maintain and administer your account; to provide you with account confirmations, statements and records; to maintain
appropriate archival records; where we believe that disclosure is required by applicable law, rules or regulations; to cooperate with law enforcement
or regulatory or self-regulatory organizations; to enforce our customer and other agreements; to meet our obligations, or to protect our rights and
property.

Finally, if you choose to subscribe to any of the Trader's Toolbox suite of third-party services that are provided through the IB website, we may
disclose such information to the service providers as necessary for them to provide the services that you have requested. IB requires these service
providers to enter into confidentiality agreements with IB that limit their use of the information that they receive. Such agreements prohibit the
service provider from using IB customer information that they receive other than to carry out the purposes for which the information was disclosed.
If you have any questions about these policies, please contact the IB Customer Service Department at help@interactivebrokers.ca.

ADDENDUM 5

DISCLOSURE OF RISKS OF MARGIN TRADING RISKS AND TERMS AND CONDITIONS FOR TRADING EQUITY SECURITIES ON MARGIN

IB Customers who trade securities on margin understand that such trading involves a high degree of risk and may result in loss of funds even
greater than the amount that Customer has deposited in Customer's account. Customer agrees to the following terms and conditions with respect to
the trading of equity securities on margin:
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11.

12.

13.

Customer is under an obligation to make payment of Customer’s indebtedness to IB, and to maintain adequate margin and security, to
satisfy Customer’s obligations hereunder. Customer understands that the systems used by IB:

(a) require that prior to effecting each securities transaction on margin, Customer must have cleared funds in its account sufficient to
meet the initial margin requirement for that securities transaction; and

(b) are designed generally to automatically effect a close-out of Customer positions ("Automatic Liquidation") which decrease in value
below maintenance margin requirements, without providing Customer: (i) notice of such action; (ii) an opportunity to select the
securities to be liquidated; or (iii) an opportunity to deposit additional funds to prevent such close-out; however, IB's delay in
effecting, or its failure to effect, such liquidation will not make IB liable to Customer or relieve Customer of its obligations following a
liguidation; and

(c) may not, for any reason, effect an Automatic Liquidation, in which case IB shall issue a margin call to Customer by e-mail or any
other method, and Customer agrees to satisfy such margin call immediately. Notwithstanding such margin call, Customer
acknowledges that IB, in its sole discretion, may liquidate Customer's positions at any time.

It is the obligation of the Customer to make payment to IB in respect of interest on debit balances in Customer’s IB account.

With respect to the rights of IB in respect of raising money on and pledging securities and other assets held in Customer’s account, IB is
authorized by Customer to lend either to itself or to others any securities and/or other property held by IB in Customer's IB securities
margin account. Pursuant to applicable law, IB may, from time to time and without notice to Customer, pledge, re-pledge, hypothecate or
re-hypothecate, all Customer securities and/or other Customer property, either separately or together with other securities and/or other
property of other IB customers, for any amount due IB in any IB account in which Customer has an interest. IB may so pledge, re-pledge,
hypothecate or re-hypothecate Customer's securities and/or other property without retaining in IB's possession or under its control for
delivery a like amount of similar securities and/or other property.

IB has the right to make use of free credit balances in Customer’s account.

1B, without notice, may realize securities and other assets held in Customer’s account, and effect purchases to cover short sales, and
Customer agrees that it is the obligation of the Customer in respect of any deficiency that may arise from such transactions by IB.

IB has the right to utilize any security in the Customer’s account(s) for the purpose of making a delivery on account of a short sale.

IB has the right to use any security in Customer’s account for delivery on a sale by IB for its own account or for any account in which IB,
any partner therein or any director thereof, is directly or indirectly interested.

IBC has the right to otherwise deal with securities and other assets in Customer’s account and to hold the same as collateral security for
the Customer’s indebtedness to IB.

All transactions entered into on behalf of Customer shall be subject to the Regulations of the Investment Dealers Association of Canada
(“IDA”) and/or the securities exchange or other market center if executed thereon. Customer margin transactions are subject, at all times,
to the higher of: (a) IB's, (b) the IDA’s or (c) an applicable regulator’s or exchange’s margin requirements.

If margin requirements are increased, by IB or otherwise, and there is insufficient equity in Customer's account(s) to meet such increased
margin requirements, then IB without notice to Customer, may liquidate Customer's positions in any of Customer's IB accounts, or
otherwise apply assets in any of Customer’s IB accounts, and Customer agrees that IB will not have any liability to Customer for any
losses or damages sustained by Customer in connection with such liquidations or application of Customer’s property, or if the IB System
experiences a delay in effecting, or does not effect, such liquidations, even if Customer subsequently re-establishes its position at a less
favorable price.

IB reserves the right, at any time and without prior notice to Customer, to impose higher margin requirements than those imposed by
applicable law, and IB's related margin terms, policies and procedures are subject to change, upon notice to Customer. Customer agrees
to monitor e-mail messages and satisfy any margin call issued by IB by immediately depositing funds in Customer's account to pay, in full,
the under-margined position.

In addition to the provisions above regarding Automatic Liquidation, IB may, without notice to Customer or demand for additional funds,
liquidate Customer positions for an Event of Default by: (a) selling any and all securities and/or other property in any of Customer's
accounts, whether carried individually or jointly with others; (b) buying any and all securities or other property which may be short in such
other accounts; or (c) canceling any open orders and closing any or all outstanding orders or commitments of Customer. Customer
expressly waives any rights to receive prior notice or demand from IB and agrees that any prior demand, notice, announcement or
advertisement shall not be deemed a waiver of IB's right to liquidate any Customer position. Customer understands that, in the event
positions are liquidated by 1B, Customer shall have no right or opportunity to determine the securities to be liquidated or the order or
manner of liquidation. 1B may, in its sole discretion, effect a liquidation on any exchange, Electronic Communications Network ("ECN") or
other market, and IB or its affiliates may take the other side of such liquidating transaction.

Customer is responsible for the accurate designation of an order as a short sale at the time the order is placed. Customer acknowledges
that: (a) short sales may only be effected in a margin account and are subject to the initial and maintenance margin requirements set
forth above; (b) prior to effecting a short sale for Customer, IB must be able to borrow such stock on Customer's behalf to effect delivery
of such stock to the purchaser; (c) if IB is able to borrow stock to enable Customer to effect a short sale and the lender subsequently
issues a re-call notice for such stock, IB will attempt to re-borrow the stock on Customer's behalf, it being expressly understood by
Customer that if IB is unable to re-borrow such stock, then IB, without notice to Customer, is authorized by Customer to cover Customer's
short position by purchasing stock on the open market at the then-current market price and Customer shall be liable for any resulting
losses and all associated costs incurred by IB. As noted above, the market value of short stock is treated as a debit item to Customer's IB
margin account.



14. Customer's accounts shall be charged daily interest at rates published on the IB website from time to time, which rates of interest are
subject to change upon notice by publication on the IB website. Such interest shall be charged on all debit balances owed by Customer to
IB, and for credit IB extends Customer for the purpose of purchasing, carrying or trading in securities or otherwise. Settlement date debit
balances and free credit balances in Customer's IB cash account are applied to Customer's IB margin account balance if Customer's IB
margin account has a debit balance. A settlement date debit balance in a Customer IB cash account increases the amount of margin
interest to be charged, while a free credit balance in such account reduces the amount of margin interest to be charged. The market value
of short securities is treated as a debit to Customer's IB margin account. Dividends and interest credits held in accounts are considered
part of a free credit balance when calculating credit interest. Interest is calculated on a 360 day basis using settlement date balances.

15. With respect to the trading of United States equity securities, the United States Federal Reserve Board determines which securities are
marginable. IB will extend credit to Customer to effect margin transactions in accordance with applicable law.

ADDENDUM 6

DISCLOSURE OF RISKS AND TERMS AND CONDITIONS OF TRADING EQUITY OPTIONS

IB Customers who trade equity options understand that such trading is highly speculative in nature; involves a high degree of risk; and, may result
in a loss of funds even greater than the amount that Customer has deposited in Customer's account. Customer agrees to the following terms and
conditions with respect to the trading of equity options in Customer’s account:

1. IB, in its own discretion, may determine whether to accept a Customer’s order to trade an equity option (see IDA Regulation
1900.6(a)(i)).-

2. Customer acknowledges that the IB System is an electronic system and, therefore, is subject to unavailability. Customer represents that it
has alternative trading arrangements for the placement of Customer's orders and shall use such alternative trading arrangements in the
event that the IB System becomes unavailable. Although the IB System is designed to perform certain automatic functions, IB does not
warrant that the IB System will perform as it is designed to, and IB will not have any liability to Customer for losses or damages which
result from such failures of performance or unavailability. Subject to the foregoing, Customer acknowledges that the IB System is
designed to automatically liquidate Customer positions if Customer's account equity is not sufficient to meet margin requirements.

3. Customer acknowledges that the random method of allocation of exercise assignment notices to be utilized by IB is described in the IB
website document, “Disclosure Regarding IB’s Procedures for Allocating Equity Option Exercise Notices”, which Customer agrees to review.
Upon request, IB will provide a copy of such disclosure document to Customer.

4. Customer acknowledges that IB’s obligations with respect to errors and/or omissions in connection with execution of customer orders are
governed, generally, by sections 4 through 8 of this Agreement; that orders involving equity options may only receive an execution during
relevant options exchange hours; and that maximum limits may be set on short positions and that during the last ten (10) days to expiry,
cash only terms may be applied. In addition, Customer acknowledges that the Vice President, Financial Compliance may impose other
rules affecting existing or subsequent transactions.

5. A. Exercise of Equity Options. Customers who wish to exercise an option on a particular trading day acknowledge that they must provide
specific, written instructions to IB by e-mail addressed to the IB Clearing Department at ibclearing@interactivebrokers.ca and copied
("cc:™) to the IB Help Desk at help@interactivebrokers.ca on that day before: (i) 4:30 p.m. Montreal Time (for equity options traded on
Canadian exchanges); (ii) 4:30 p.m. New York Time (for equity options traded on United States exchanges); (iii) 17:30 p.m. Central
European Time (for equity options traded on Eurex); and (iv) 19:30 p.m. Central European Time (for equity options traded on LIFFE).
Customer further acknowledges that, absent receipt of such instructions, 1B has no obligation to exercise Customer's option on any given
trading day or prior to the expiration of the option.

Customer acknowledges that The Canadian Derivatives Clearing Corporation (“CDCC”, the Canadian clearing house for equity options
listed on Canadian exchanges) and The Options Clearing Corporations (“OCC”, the United States clearing house for equity options listed on
U.S. options exchanges) will automatically exercise any long equity option held by a Customer that is in-the-money by 3/4 of a point or
more at expiration; that Eurex Clearing (the clearing house for equity options listed on Eurex) will automatically exercise any long equity
option held by a Customer that is in-the-money by 10 basis points or more at expiration; and London Clearing House (“LCH”, the clearing
house for equity options listed on LIFFE) will automatically exercise any long equity option held by a Customer that is in-the-money by 1
pence or more at expiration. Notwithstanding the foregoing, Customer acknowledges that if, prior to expiration of an option contract,
Customer does not have sufficient equity to meet the initial margin requirement for the purchase or sale of the underlying security, then
IB: (1) shall have no obligation to purchase or sell such underlying security or (2) upon exercise may immediately liquidate the underlying
security position which results from the exercise of the option contract and Customer shall be liable for resulting losses and costs.

B. Exercise of Equity Index Options. Customer understands that equity index options are cash-settled, and Customer acknowledges that
there may be delays in the reporting of the exercise settlement value of equity index options. Customers who write equity index options
acknowledge that once an exercise has been assigned, the Customer can no longer effect a closing transaction in that option, whether or
not the Customer received notice of the assignment, and must pay the cash settlement price. Customers who wish to exercise a cash-
settled index option that is not subject to automatic exercise, must provide IB with written exercise instructions by e-mail addressed to
the IB Clearing Department at ibclearing@interactivebrokers.ca and copied (*cc") to the IB HELP DESK at
help@interactivebrokers.ca prior to IB's cut-off time for accepting written exercise instructions for that index option on that day.

6. Customer acknowledges that it is the obligation of the Customer to comply with applicable By-laws, Regulations, Rulings and Policies of
the IDA; and, of any exchange, clearing corporation or other organization on or through which the option is traded or issued including,
without limitation, those respecting position limits and exercise limits.

7. Pursuant to IDA Regulations 1900.6(vii) and 1900.2(e), Customer acknowledges that prior to approving Customer’s account for option
trading (and, thereby, prior to entering into Customer’s first equity options transaction through 1B), IB shall require Customer shall to
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10.

11.

acknowledge to IB that Customer has read and fully understands all relevant risk disclosure documents applicable to Customer’s options
trading, including: (a) the IDA Futures and Options Risk Disclosure Document, (b) for residents of Québec, the Québec Disclosure
Document for Future and Options (Documents d’information du Québec sur les contrats a terme et les options), (c) the current U.S.
Options Clearing Corporation (“OCC”) disclosure document entitled, "Characteristics and Risks of Standardized Options" (the "OCC
Document™) and (d) the U.S. options exchange’s document entitled, "Special Statement for Uncovered Option Writers." Customer agrees
to seek clarification of any term, condition or risk contained in any of these documents prior to making such acknowledgment to IB. Upon
request, IB will provide a copy of any of the documents identified in this section 7 to Customer by prepaid mail.

Customers who wish to exercise an option on a particular trading day acknowledge that they must provide specific, written instructions to
IB by e-mail addressed to the IB Clearing Department at ibclearing@interactivebrokers.ca and copied (“cc:") to the IB Help Desk at
help@interactivebrokers.ca before 4:30 p.m. New York Time on that day. Customer further acknowledges that, absent receipt of such
instructions, IB has no obligation to exercise Customer's option on any given trading day or prior to the expiration of the option. Customer
acknowledges that OCC will automatically exercise any long equity option held by a Customer that is in-the-money by 3/4 of a point or
more at expiration. Notwithstanding the foregoing, Customer acknowledges that if, prior to expiration of an option contract, Customer
does not have sufficient equity to meet the initial margin requirement for the purchase or sale of the underlying security, then IB: (1) shall
have no obligation to purchase or sell such underlying security or (2) upon exercise may immediately liquidate the underlying security
position which results from the exercise of the option contract and Customer shall be liable for resulting losses and costs.

Customer is financially able to undertake the risks associated with trading equity options and withstand any losses incurred in connection
with such trading (including the total loss of premiums paid by Customer for long put and call options, margin requirements for short put
and call options, and transaction costs).

Among the risks of trading equity options that Customer acknowledges are: (a) option contracts are traded for a specified period of time
and have no value after expiration; and (b) trading halts in the underlying security, or other trading conditions (for example, volatility,
liquidity, systems failures) may cause the trading market for an option (or all options) to be unavailable, in which case, the holder or
writer of an option would not be able to engage in a closing transaction and an option writer would remain obligated until expiration or
assignment.

Customer has read the IB website page "Interactive Brokers Margin Requirements for Trading Equity Options" and fully understands the
margin requirements described therein. Customers who want to trade equity options agree to the following terms and conditions:

A. In addition to Customer’s account being governed by IDA rules (see section 6 of this Addendum 6), each equity option transaction
entered intoshall be subject to the rules and regulations of the relevant exchange, clearinghouse or regulatory authority; e.g., each
equity option transaction entered into on a Canadian exchange shall be subject to the rules and regulations of the IDA, the Montreal
Exchange and the CDCC and each equity option transaction entered into on a U.S. exchange shall be subject to the rules and
regulations of the U.S. Securities & Exchange Commission, the relevant options exchange, and the OCC.

B.  Equity options traded on U.S. exchanges are issued by the OCC. Customer shall not, alone or in concert with others, exceed the
position and exercise limits imposed by exchange rules and regulations.

C. With certain exceptions, IB will not execute a Customer order to purchase an equity option if Customer does not have equity in its
account at least equal to the full purchase price of a put or call option (equity options may not be purchased on margin).

D. Customer shall comply with 1B margin requirements in connection with Customer's sale of put and call options.

E. Customer understands that OCC assigns exercises to clearing firms such as IB, and Customer acknowledges that it has read and
understands the description of the OCC assignment procedures set forth in Chapter XI of the OCC Document. Customer
acknowledges that, upon assignment, Customer shall be required: (1) in the case of an equity option, to deliver or accept the
required number of shares of the underlying security, or (2) in the case of an equity index option, to pay or receive the settlement
price, in cash. Customer understands that it may not receive notice of an assignment from IB until one or more days following the
date of the initial assignment by OCC to IB and that the lack of such notice creates a special risk for uncovered writers of physical
delivery call stock options. Customer acknowledges that it has read and understands this risk as described in Chapters VIII and X of
the OCC Document.

F.  Customer is responsible for entering an offsetting transaction to close out a Customer position, or to exercise an equity option by
written e-mail instruction to IB prior to the expiration date, and Customer's failure to do so may result in the equity option expiring
worthless, regardless of the monetary value of the equity option on its expiration date.

G. In connection with the exercise of a long put option that results in a short position in the underlying stock, Customer acknowledges
that: (1) short sales may only be effected in a margin account and are subject to the applicable margin requirements set forth
above; and (2) if IB is unable to borrow such stock on Customer's behalf or if a lender subsequently issues a recall notice for such
stock, then IB, without notice to Customer, is authorized by Customer to cover Customer's short position by purchasing stock on the
open market at the then current market price and Customer agrees that it shall be liable for any resulting losses and all associated
costs incurred by IB. As noted above, the market value of short stock is treated as a debit item to Customer's IB margin account.

H. IB is authorized by Customer to lend, either to itself or to others, any securities and/or other property held by IB in Customer's IB
securities margin account. Pursuant to applicable law, rules and regulations, IB may, from time to time and without notice to
Customer, pledge, re-pledge, hypothecate or re-hypothecate, all Customer securities and/or other Customer property, either
separately or together with other securities and/or other property of other IB customers, for any amount due IB in any IB account in
which Customer has an interest. IB may so pledge, re-pledge, hypothecate or re-hypothecate Customer's securities and/or other
property without retaining in IB's possession or under its control for delivery a like amount of similar securities and/or other

property.

1. Customer's accounts shall be charged daily interest at rates published on the IB website from time to time, which rates of interest
are subject to change without notice to Customer. Such interest shall be charged on all debit balances owed by Customer to IB, and
for credit IB extends Customer for the purpose of purchasing, carrying or trading in securities or otherwise. Settlement date debit
balances and free credit balances in Customer’s IB cash account are applied to Customer's IB margin account balance if Customer's
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IB margin account has a debit balance. A settlement date debit balance in a Customer IB cash account increases the amount of
margin interest to be charged, while a free credit balance in such account reduces the amount of margin interest to be charged. The
market value of short securities is treated as a debit to Customer's IB margin account. Dividends and interest credits held in accounts
are considered part of a free credit balance when calculating credit interest. Interest is calculated on a 360 day basis using
settlement date balances.

ADDENDUM 7

DISCLOSURE OF RISKS AND TERMS AND CONDITIONS FOR
TRADING FUTURES CONTRACTS AND FUTURES OPTIONS CONTRACTS

IB Customers who trade futures contracts and/or futures option contracts understand that such trading is highly speculative in nature; involves a
high degree of risk; and, may result in a loss of funds even greater than the amount that Customer has deposited in Customer's account. Customer
agrees to the following terms and conditions with respect to the trading of futures contracts and/or futures option contracts in Customer’s account:

1. IB, in its own discretion, may determine whether to accept a Customer’s order to trade futures contracts and/or futures option contracts
(see IDA Regulation 1800.9(a)).

2. Customer acknowledges that the IB System is an electronic system and, therefore, is subject to unavailability. Customer represents that it
has alternative trading arrangements for the placement of Customer's orders and shall use such alternative trading arrangements in the
event that the IB System becomes unavailable. Although the IB System is designed to perform certain automatic functions, IB does not
warrant that the IB System will perform as it is designed to, and IB will not have any liability to Customer for losses or damages which
result from such failures of performance or unavailability. Subject to the foregoing, Customer acknowledges that the IB System is
designed to automatically liquidate Customer positions if Customer's account equity is not sufficient to meet margin requirements.

3. It is the obligation of the Customer to make payment of Customer’s indebtedness to IB and to maintain adequate margin and security to
satisfy Customer’s obligations hereunder. Customer understands that the systems used by IB:

(a) require that prior to effecting each futures contract and futures contract option transaction on margin, Customer must have cleared
funds in its account sufficient to satisfy the initial margin requirement for that futures contract or futures contract option transaction,
and subsequently thereto, to satisfy the maintenance margin requirements necessary to maintain a position for such futures
contract or futures contract option; and

(b) are designed generally to automatically effect a close-out of Customer positions (“Automatic Liquidation™) which decrease in value
below maintenance margin requirements, without providing Customer: (i) notice of such action; (ii) an opportunity to select the
securities to be liquidated; or (iii) an opportunity to deposit additional funds to prevent such close-out; however, IB's delay in
effecting, or its failure to effect, such liquidation will not make IB liable to Customer or relieve Customer of its obligations following a
liquidation; and

(c) may not, for any reason, effect an Automatic Liquidation, and IB issues a margin call to Customer by e-mail or any other method,
Customer must satisfy such margin call immediately. Notwithstanding such margin call, Customer acknowledges that IB, in its sole
discretion, may liquidate Customer's positions at any time.

4. Customer acknowledges that prior to effecting each futures contract and futures contract option transaction, Customer must have
sufficient equity in its account to satisfy the fees and commissions for such transaction. Notwithstanding the foregoing, it shall be the
obligation of the Customer to pay IB for any fees and commissions required for Customer’s futures contract and futures contract option
transactions.

5. It is the obligation of the Customer to make payment to IB in respect of interest on debit balances in Customer’s 1B account.

6. IB has the right to make use of free credit balances in Customer’s account, either in IB’s own business or to cover debit balances in the
same or other accounts of Customer. Customer acknowledges that it has given IB the consent, in section 9 of this Customer Agreement,
to take the other side of Customer’s transactions from time to time.

7. IB is authorized by Customer to raise money on and pledge securities and other assets held in Customer’s account; and, to lend either to
itself or to others any securities and/or other property held by IB in Customer's IB futures contract and/or futures contract option account.
Pursuant to applicable law, 1B may, from time to time and without notice to Customer, pledge, re-pledge, hypothecate or re-hypothecate,
all Customer securities and/or other Customer property, either separately or together with other securities and/or other property of other
IB customers, for any amount due IB in any IB account in which Customer has an interest. IB may so pledge, re-pledge, hypothecate or
re-hypothecate Customer's securities and/or other property without retaining in IB's possession or under its control for delivery a like
amount of similar securities and/or other property.

8. Customer agrees that IB may deal with securities and other assets in Customer’s account and hold the same as collateral security for the
Customer’s indebtedness to IB.

9. Customer agrees to comply with applicable rules pertaining to futures contracts or futures contracts options with respect to reporting,
position limits and exercise limits, as established by the commodities regulators and commodity futures exchanges on which such futures



contracts or futures contract options are traded, or its clearing house.

10. Customer acknowledges that IB, if required, shall provide regulatory authorities with information and/or reports related to reporting limits
and position limits.

11. Customer acknowledges that prior to entering into its first futures contract or futures contract options transaction through IB, Customer
shall be required to acknowledge to IB that Customer has read and fully understands: (a) the IDA document entitled, “IDA Futures and
Options Risk Disclosure Statement”; (b) the document “Québec Disclosure Document for Futures and Options Documents” ("d’information
du Québec sur les contrats a terme et les options™) required for residents of Quebec; (c) the current CFTC risk disclosure document
entitled, "Risk Disclosure Statement for Futures and Options"; and (d) any additional, current risk disclosure document for the futures
contract and futures contract option to be traded in Customer’s account. Customer agrees to seek clarification of any term, condition or
risk contained in any of these documents from Customer’s independent adviser(s) prior to making such acknowledgment to IB. Upon
request, IB will provide a copy of any of the documents identified in this section 11 to Customer.

12. Notwithstanding section 3 of this Addendum 7, Customer acknowledges that IB may impose trading limits and/or close out futures
contracts or futures contract options if necessary for the protection of IB’s rights under this agreement; or, as may be required by an
applicable regulator.

13. Customer acknowledges that minimum margin will be required from Customer in such amounts and at such times as the commodity
futures exchange on which a contract is entered or its clearing house may prescribe and in such greater amounts at other times as
prescribed by the By-laws and Regulations and as determined by IB, and that such funds or property may be commingled and used by IB
in the conduct of its business.

14. A._Exercise and Assignment of Futures Option Contracts. Customer acknowledges and agrees that futures option contracts held in an IB
account may not be exercised, and must be closed out by offset. Except for cash-settled futures option contracts, if Customer has not
offset futures option contract positions at least one (1) hour prior to the time specified by an exchange for final settlement, IB is
authorized to do so, or to sell any position into which the option position is converted upon expiration, or to otherwise liquidate the
resulting positions, and credit or debit Customer's account accordingly. Customer shall pay IB for all costs and expenses related to such
liquidations and shall hold IB harmless for any actions taken, or not taken, in connection therewith. Customer acknowledges that it is
responsible for being knowledgeable about the time specified by an exchange for final settlement. At expiration, cash-settled futures
option contracts that are in-the-money will be automatically assigned, and customer’s account will be credited for the difference between
the price of the futures option contract at final settlement and the strike price of the futures option contract.

B. Exercise and Assignment of Futures Contracts. Customer acknowledges and agrees that Customer may not make or receive delivery of
the underlying commodity for futures contracts that are not settled in cash but are settled by actual physical delivery of the underlying
commodity (including those foreign currency contracts that call for actual delivery of the physical currency). For such futures contracts not
settled in cash, Customer agrees to roll forward or close-out any position by offset three (3) business days prior to the exchange-specified
last trading date for the contract (the "Close-Out Deadline"). Customer acknowledges that Customer is solely responsible to make itself
aware of the last trading date for such contracts and the Close-out Deadline. IF CUSTOMER HAS NOT CLOSED OUT ANY POSITION IN A
FUTURES CONTRACT NOT SETTLED IN CASH BY THE CLOSE-OUT DEADLINE, IB HAS THE RIGHT, BUT NOT THE OBLIGATION, TO
LIQUIDATE CUSTOMER'S POSITION IN THE EXPIRING CONTRACT, AT ANY TIME AND IN ANY SUCH MANNER AS IB DEEMS NECESSARY,
WITHOUT PRIOR NOTICE TO THE CUSTOMER. LIKEWISE, CUSTOMER SHALL NOT OPEN NEW POSITIONS IN A FUTURES CONTRACT NOT
SETTLED IN CASH AFTER THE CLOSE-OUT DEADLINE. In the event that Customer has failed to roll forward or close-out a position in a
futures contract not settled in cash prior to the Close-out Deadline and IB liquidates Customer's position, the liquidation shall establish the
amount of Customer's gain or loss; Customer shall pay IB all fees, costs and expenses related to such liquidation; and Customer shall hold
IB harmless for any actions taken or not taken in connection with such liquidation. At expiration, cash-settled futures contracts that are in-
the-money will be automatically assigned, and customer’s account will be credited for the difference between the price of the futures
contract at final settlement and the strike price of the futures contract.

15. Customer acknowledges that IB does not accept discretionary trading accounts; and that no 1B employee is authorized to provide trading
advice or recommendations.

16. Customer is financially able to undertake the risks associated with trading futures contracts and futures contract options and withstand
any losses incurred in connection with such trading, including without limitation, the applicable margin requirements and transaction costs.

17. Customer has read, and fully understands, the IB website Review Materials section "Commodity Products".

ADDENDUM 8

ELECTRONIC TRADING AND ORDER ROUTING SYSTEMS RISK DISCLOSURE STATEMENT

Electronic trading and order routing systems differ from traditional open outcry pit trading and manual order routing methods. Transactions using
an electronic system are subject to the rules and regulations of the exchanges offering the system and/or listing the contract. You are responsible
for directing your trading in accordance with the relevant policies, procedures and trading rules of the exchanges or systems to which your orders
are routed. Before you engage in transactions using an electronic system, you should carefully review the rules and regulations of the exchanges
offering the system and/or listing the instruments you intend to trade.

DIFFERENCES AMONG ELECTRONIC TRADING SYSTEMS: Trading or routing orders through electronic systems varies widely among the
different electronic systems. You should consult the rules and regulations of the exchange offering the electronic system and/or listing the contract



traded or order routed to understand, among other things, in the case of trading systems, the system's order matching procedure, opening and
closing procedures and prices, error trade policies, and trading limitations or requirements, and, in the case of all systems, qualifications for access
and grounds for termination and limitations on the types of orders that may be entered into the system. Each of these matters may present
different risk factors with respect to trading on or using a particular system. Each system may also present risks related to system access, varying
response times, and security. In the case of Internet-based systems, there may be additional types of risks related to system access, varying
response times and security, as well as risks related to service providers and the receipt and monitoring of electronic mail.

RISKS ASSOCIATED WITH SYSTEM FAILURE: Trading through an electronic trading or order routing system exposes you to risks associated
with system or component failure. In the event of system or component failure, it is possible that, for a certain time period, you may not be able to
enter new orders, execute existing orders, or modify or cancel orders that were previously entered. System or component failure may also result in
loss of orders or order priority. In this regard, Customer must maintain alternative trading arrangements in addition to Customer's IB account in the
event that the IB system is unavailable for any reason.

SIMULTANEOUS OPEN OUTCRY PIT AND ELECTRONIC TRADING: Some contracts offered on an electronic trading system may be traded
electronically and through open outcry during the same trading hours. You should review the rules and regulations of the exchange offering the
system and/or listing the contract to determine how orders that do not designate a particular process will be executed.

LIMITATION OF LIABILITY: Exchanges offering an electronic trading or order routing system and/or listing the contract may have adopted rules
to limit their liability, the liability of FCMs and software and communication system vendors, and the amount of damages you may collect for system
failure and delays. These limitations of liability provisions vary among the exchanges. You should consult the rules and regulations of the relevant
exchanges in order to understand these liability limitations.

INTERNET SERVICES: To the extent that Customer or IB use Internet services to transport data or communications, IB disclaims any liability for
interception of any such data or communications. IB is not responsible, and makes no warranties regarding, the access, speed, availability or
security of Internet or network services.

OUTAGE AND SYSTEM INFORMATION: In order to view the status of the IB System, or in case of emergency circumstances that might affect IB
or national financial markets, Customer should check http://status.interactivebrokers.net.

ADDENDUM 9

AFTER-HOURS TRADING RISK DISCLOSURE STATEMENT

There are special characteristics and unique risks associated with trading in securities, options and futures at times that are outside the ordinary
trading hours for the exchanges or markets upon which such products are traded ("After-Hours Trading'). Customers must familiarize themselves
with these risks and determine whether After-Hours Trading is appropriate in light of such risks and Customer's objectives and experience.
Customers are responsible for familiarizing themselves with the hours of the relevant markets upon which they trade and for determining when to
place orders for particular products or securities, how they wish to direct those orders, and what types of orders to use. Interactive Brokers' offer of
After-Hours Trading does not constitute a recommendation or conclusion that After-Hours Trading will be successful or appropriate for all Customers
or trades.

During After-Hours Trading, IB may provide quotations from and execute Customer trades through various Electronic Communications Networks
("ECNs"), exchanges or other trading systems (“After-Hours Trading Facilities™). Quotations provided during After-Hours Trading may be different
than quotations provided during exchange trading hours. Prices and available quantities may be less favorable in After-Hours Trading and prices
may fluctuate more widely. News stories, earnings and other company press releases and other information may be released during After-Hours
Trading and may cause increased price volatility. Customers therefore should consider the use of limit orders. Markets may be substantially less
liquid during After-Hours Trading and quotations may reflect only the pending orders of other After-Hours market participants, rather than prices at
which exchange specialists, market makers or other professional liquidity providers are willing to trade with the public, and Customer acknowledges
that it may not be possible to receive an execution for Customer's orders. Quotations may be inaccurate or untimely, there may not always be a
current quotation for every product or security, and a quotation may represent only a single market participant that is ready to trade a limited
quantity of a product or security at a particular price (this quotation may be from IB or an IB affiliate). The bid-ask spread (the difference in price
between what the Customer can buy a product or security for and sell it for) may be wider in After-Hours Trading because of lower liquidity and
higher volatility.

IB may not have access to every, or any, After-Hours Trading Facility. Thus, the bids and offers displayed by the IB System may not reflect the best
bids and offers available on every After-Hours Trading Facility. Likewise, it is possible that the quotations displayed by IB from After-Hours Trading
Facilities on which IB can execute Customer trades may be less favorable than those on other After-Hours Trading Facilities to which IB does not
have access. Last sale information provided by IB may not reflect the prices of the most recent trades on all of the various After-Hours Trading
Facilities.

ADDENDUM 10

IMPORTANT INFORMATION ABOUT U.S. OPTION EXCHANGE RULES

1. It is a violation of U.S. option exchange rules for a customer, acting alone or in concert with others, to send an order to an option exchange in
order unlawfully to manipulate the execution price of a separate order on that exchange or on another exchange.



2. It is a violation of U.S. option exchange rules for a customer effectively to act as a market maker by holding itself out as willing to buy and sell
securities on a regular or continuous basis. In determining whether a customer effectively is operating as a market maker, the exchanges will
consider, among other things, the simultaneous or near-simultaneous entry of limit orders to buy and sell the same security; the multiple
acquisition and liquidation of positions in the security during the same day; and the entry of multiple limit orders at different prices in the same
security.

3. It is a violation of U.S. option exchange rules to transmit orders that have been created and communicated electronically without any manual
intervention. Customers using IB’s Trader Workstation therefore are required to click a mouse, hit a key, or do some other manual action to
transmit option orders. Customers with a Computer-to-Computer Interface or who use the IB Application Programming Interface (API) represent
that they will not allow orders to be created and transmitted automatically without manual intervention.

4. Except for the International Securities Exchange (ISE), U.S. option exchanges have rules preventing customers from transmitting multiple orders
to an option exchange on the same side of the market in the same option class within any 15-second period, either in one account or multiple
accounts in which a customer has a beneficial interest. The IB system is therefore programmed to reject or delay transmission of orders on the
same side of the market in the same option class that are sent by a customer to IB within any 15-second period. Customers acknowledge this and
represent that they will not use multiple option trading accounts with related ownership to avoid this restriction.

5. It is a violation of option exchange rules to transmit an order for a broker-dealer account or an account in which a broker-dealer has a beneficial
ownership interest unless such order is properly marked as a broker-dealer order. Users of the Interactive Brokers system cannot transmit broker-
dealer orders with a “customer” designation.

BY OPENING AN IB ACCOUNT AND USING THE IB SYSTEM, CUSTOMERS REPRESENT THAT THEY WILL CONDUCT THEIR TRADING IN ACCORDANCE
WITH OPTION EXCHANGE RULES.

ADDENDUM 11

IMPORTANT INFORMATION ABOUT SECURITY FUTURES ACCOUNTS

I. Introduction

This information is being provided to you by IB to ensure that you understand the risks inherent in trading security futures and also so that you
understand how your security futures account is being handled by IB. You must review this document carefully.

You should be aware that security futures are highly leveraged investments and the risk of loss in trading these products can be
substantial. Security futures are not suitable for all investors and you must carefully review this document and consult with a
financial advisor, if necessary, to determine whether to trade security futures. 1B does not provide any investment advice or
recommendations, and you will be solely responsible for decisions regarding the security futures trading conducted in your account.

I1. Nature of Your Security Futures Account
Under U.S. regulations that apply to security futures, security futures positions may be held in a securities trading account subject to Securities and

Exchange Commission (SEC) regulations or in a commodities trading account subject to Commodity Futures Trading Commission (CFTC)
regulations.

Because IB’s U.S. affiliate is fully registered with both the SEC and the CFTC, at this time, all security futures positions will be held in 1B
commodities accounts, subject to the relevant rules and requlations.

The types of protections offered to investors for securities and commodities accounts are different. Since your security futures positions will be held
in a commodities account, your security futures positions will receive the regulatory protections of a commodities account, but they will not receive
the regulatory protections of a securities account. The National Futures Association and the National Association of Securities Dealers have jointly
prepared a Standardized Risk Disclosure for Security Futures Contracts. The different protections available to securities accounts and commodities
accounts are described in Section 6 of the Standardized Risk Disclosure, which is available on the IB website.

IB may, in the future, decide to hold customer security futures positions in IB securities accounts rather than in commodities accounts. If IB
determines to do this, it will provide required notice to customers of the change.

111. Nasdag Liffe Markets (NQLX) Disclosure Regarding Electronic Trading and Pre-Negotiated Business

The security futures exchange NQLX requires the document “Disclosure Regarding Electronic Trading and Pre-Negotiated Business” be provided to
all customers. The NQLX disclosure briefly describes the NQLX trading system and the risks inherent in using any electronic trading system. The
NQLX disclosure also discusses the types of pre-negotiated transactions that are allowed to take place on NQLX: cross transactions, block trades,
and exchange for physicals transactions. The NQLX Disclosure Regarding Electronic Trading and Pre-Negotiated Business is available on the IB
website. Customer agrees to seek clarification of any term, condition or risk contained in any of these documents prior to making such
acknowledgment to IB. Upon request, IB will provide a copy of any of the documents identified in this Agreement to Customer by prepaid mail.

IV. Terms and Conditions for Security Futures Trading

Customer acknowledges and agrees to the following:

A. Customer acknowledges that Customer’s security futures positions will be held in a commodities account; that Customer’s
security futures positions will receive the regulatory protections of a commodities account; and that Customer’s security futures
positions will not receive the regulatory protections of a securities account.



B. Customer acknowledges that IB may in the future, at its sole discretion, decide to hold customer security futures positions in
IB securities accounts rather than in commodities accounts. If IB determines to do this, it will provide required notice to
customers of the change.

C. Customer represents that Customer will review the Standardized Risk Disclosure for Security Futures Contracts and the
NQLX Disclosure Regarding Electronic Trading and Pre-Negotiated Business, provided above.

D. Customer acknowledges that security futures are highly leveraged investments that are not suitable for all investors.
Customer acknowledges that IB representatives are not authorized to provide investment, trading or tax advice and therefore
will not provide advice or guidance on trading or hedging strategies involving security futures. Customers who need advice or
guidance regarding security futures trading or investments should consult a financial advisor.

E. Customer acknowledges that Customer must review and be aware of, and that Customer is bound by, the rules applicable to
the trading of security futures, as established by the relevant regulatory authority, e.g., in the U.S., by the NASD, the NFA and
the U.S. security futures exchanges. Customer represents that it is aware of and agrees not to violate any applicable position
limits regarding security futures.

ADDENDUM 12

RISK DISCLOSURE STATEMENT FOR MULTI-CURRENCY ACCOUNTS:

A. Overview: Interactive Brokers Multi-Currency enabled accounts allow IB Customers to trade investment products denominated in different
currencies using a single 1B account denominated in a "base" currency of the customer's choosing. IB Customers can also use their Multi-Currency
enabled accounts to conduct spot foreign exchange transactions in order to manage credits or debits generated by foreign securities, options or
futures trading, to convert such credits or debits back into the Customer's base currency, or to hedge or speculate.

B. General Risk: Customer understands and acknowledges that buying and selling securities, options, futures and other financial products that are
denominated in foreign currencies or traded on foreign markets is inherently risky and requires substantial knowledge and expertise. Customers
applying for IB Multi-Currency enabled accounts represent that they are aware of and understand the risks involved in trading foreign securities,
options, futures and currencies and that they have sufficient financial resources to bear such risks.

C. Customer Responsibility for Investment Decisions: Customer acknowledges that IB representatives are not authorized to provide
investment, trading or tax advice and therefore will not provide advice or guidance on trading or hedging strategies in the Multi-Currency enabled
account. Customers must evaluate carefully whether any particular transaction is appropriate for them in light of their investment experience,
financial objectives and needs, financial resources, and other relevant circumstances and whether they have the operational resources in place to
monitor the associated risks and contractual obligations over the term of the transaction. In making these assessments, IB strongly recommends
that Customers obtain independent business, legal, and accounting advice before entering into any transactions.

D. Exchange Rate Risk: Exchange rates between foreign currencies can change rapidly due to a wide range of economic, political and other
conditions, exposing the Customer to risk of exchange rate losses in addition to the inherent risk of loss from trading the underlying financial
product. If a Customer deposits funds in a currency to trade products denominated in a different currency, Customer's gains or losses on the
underlying investment therefore may be affected by changes in the exchange rate between the currencies. If Customer is trading on margin, the
impact of currency fluctuation on Customer's gains or losses may be even greater.

E. Currency Fluctuation: When Customer uses the spot foreign exchange facility provided by IB to purchase or sell foreign currency, fluctuation in
currency exchange rates between the foreign currency and the base currency could cause substantial losses to the Customer, including losses when
the Customer converts the foreign currency back into the base currency.

F. Foreign Currency Exchange Transactions Unrequlated: Although IB is registered with the Securities and Exchange Commission as a broker-
dealer and registered with the Commodity Futures Trading Commission as a futures commission merchant, spot foreign currency exchange
transactions between Customer and IB are not regulated or overseen by the SEC, the CFTC or any other regulatory agency.

G. Nature of Foreign Currency Exchange Transactions Between Customer and 1B: When Customer enters into a foreign exchange
transaction with 1B, Customer will be entering into a privately negotiated transaction with IB and/or one of its affiliates, in which an IB affiliate will

act as principal, not as Customer's agent. In such transactions, IB’s affiliate is acting solely in the capacity of an arm's length contractual
counterparty to Customer in connection with the transaction and not in the capacity of a financial adviser or fiduciary. Customer should be aware
that IB and its affiliates may from time to time have substantial positions in, and may make a market in or otherwise buy or sell instruments similar
or economically related to, foreign currency contract transactions entered into with Customer. IB and its affiliates may also undertake proprietary
trading activities, including hedging transactions related to the initiation or termination of foreign exchange transactions with Customer, that may
adversely affect the market price or other factors underlying the foreign currency transaction entered into with Customer and consequently, the
value of such transaction.

H. Trades Not Executed or Cleared by an Exchange: Foreign exchange transactions executed by Customer through IB are not executed on an
exchange and are not cleared by a central clearing organization. Consequently, any foreign currency transaction contract with IB will be an
obligation of IB or an IB affiliate (as opposed to an obligation of a clearing house as in the case of an exchange-traded contract) and Customer will
not be afforded the regulatory and financial protections offered by exchange-traded contracts. Moreover, the prices quoted by IB to Customers for
foreign exchange transactions will be determined at the discretion of IB or one of its affiliated companies and are not determined by a competitive
auction as on an exchange market. Prices quoted by IB for foreign currency exchange transactions therefore may not be the most competitive
prices available. 1B will charge transaction fees as specified by IB for foreign currency exchange transactions. IB or its affiliates will try to earn a
spread profit on these transactions (differential between the bid and ask prices quoted for various currencies). Because each foreign currency
transaction is between the Customer and IB, and is not cleared on a central clearing house, Customers cannot transfer their rights or obligations



under the transaction to another person without IB's consent.

|I. Deposits and Withdrawals: The terms of the IB Multi-Currency enabled account require Customers to deposit and withdraw all funds in the
Customer's chosen base currency. Thus, cash balances accrued by Customer in foreign currencies must be converted back into the base currency
through the IB spot foreign exchange facility before they may be withdrawn. IB will not transfer foreign currency balances to other financial
institutions. Thus, if a Customer initiates a position in a foreign currency by engaging in an opening transaction through the IB spot foreign
exchange facility, Customer in the future will have to engage in a subsequent transaction with IB to close that position and convert funds back into
the base currency if Customer chooses to withdraw those funds.

J. Other Risks: There are other risks that relate to trading foreign investment products and trading foreign currencies that cannot be described in
detail in this document. Generally, however, foreign securities, options, futures and currency transactions involve exposure to a combination of the
following risk factors: market risk, credit risk, settlement risk, liquidity risk, operational risk and legal risk. For example, there can be serious
market disruptions if economic or political or other unforeseen events locally or overseas affect the market. In addition to these types of risk there
may be other factors such as accounting and tax treatment issues that Customers should consider.

***  NOTE: TRADING IN YOUR ACCOUNT WILL BE RESTRICTED IF THIS ORIGINAL SIGNED SIGNATURE PAGE IS NOT RECEIVED
WITHIN FIVE (5) BUSINESS DAYS.

The parties declare that they have requested, and hereby confirm their request, that the present document be drawn in English.
Les parties ont requis et confirment par les présentes avoir requis que ce document soit rédigé en langue anglaise.



Investor Protection for Clients of IDA Member Firms

OUR COMMITMENT TO INVESTORS

The IDA maintains a strong commitment to the integrity of the Canadian marketplace and the protection of investors. As
part of this commitment, we provide a robust and effective system of resources dedicated to investor protection and the
fair resolution of disputes.

Resolving disputes amicably, fairly, and quickly is a priority for both investment dealers and their clients. Trust and
mutual respect are at the heart of any successful client-investment advisor relationship. That's why any disagreement
needs to be dealt with quickly, effectively and in a manner that will maintain this positive relationship.

YOUR OPTIONS

The first step for any client who has a complaint with his or her investment advisor or firm is to complain directly to the
firm’s management or compliance department. A prompt letter of complaint is often the fastest and easiest way to
resolve misunderstandings and settle disputes.

If you need help in settling a disagreement with an IDA Member firm, here are the options available to you:

IDA Enforcement
The IDA, provincial securities commissions, and stock exchanges all regulate different aspects of the Canadian market. The IDA
provides front-line regulation of day-to-day activities involving clients and their investment dealer firms.

The IDA’s Enforcement Department investigates complaints of activities such as recommending unsuitable investments,
performing transactions without client approval or encouraging an excessive number of transactions. Those who are
found guilty of violating IDA rules and regulations face penalties including fines, restrictions on dealings with the public,
suspensions, permanent bar from employment with an IDA Member firm, and expulsion from membership.

If you believe that your investment advisor has acted improperly, making a complaint to the IDA is important as it allows
us to prevent continuing abuses.

The IDA does not have the regulatory authority to compensate clients for losses, or to direct firms to compensate clients.
If your dispute involves a claim for compensation, you must attempt to settle your claim either through civil court or one
of the following two independent programs.

Ombudsman for Banking Services and Investments (OBSI)

OBSI offers a free, independent and impartial resolution service for clients of any firm that is a member of one of four non-profit
organizations: the IDA; the Mutual Fund Dealers Association (MFDA); the Investment Funds Institute of Canada (IFIC); or the
Canadian Bankers Association (CBA). Disputes can involve claims for a maximum of $350,000.

In order to use the OBSI service, investors must first attempt to resolve their dispute with their investment dealer firm.
Clients are encouraged to take their complaint to OBSI immediately, once it is clear that a successful resolution of the
matter is not possible. Prompt and timely reference to OBSI will facilitate its work on behalf of clients. There are no fees
associated with using OBSI and legal representation is not required. IDA Member firms are required to participate fully
with any investigation carried out by OBSI.

When OBSI investigates a complaint and finds in favour of the complainant, it recommends a course of action to resolve
the complaint, which may include compensation. All matters are confidential although a summary of recommendations
will be made public should the firm not comply with the recommendations.

OBSI is a participant in the Financial Services OmbudsNetwork, an information and assistance service for consumers of
the Canadian financial industry. The network was created by the IDA, the CBA, IFIC, the MFDA, the Canadian Life and
Health Insurance Association, and the Insurance Bureau of Canada. Clients with nonsecurities industry complaints should
contact the Centre for the FSON at 1 (866) 538-FSON (3766) or visit the web site at www.cfson-crcsf.ca.

Arbitration
Clients of IDA Member firms may also choose arbitration, a cheaper and faster alternative to pursuing compensation through the
civil court system. IDA Member firms are required to participate if a client chooses arbitration.

Arbitration is a method of resolving a dispute in which the parties involved appoint an independent arbitrator to listen to
their facts and arguments and to decide how the dispute should be resolved. Arbitrations are conducted by a neutral



agency that provides arbitrators who are usually retired judges and lawyers knowledgeable about the securities industry.
All aspects of the proceedings are confidential and all the hearings private, unless both parties agree otherwise.

Arbitration has its own set of straightforward rules that are established by provincial legislation. An arbitrator’s decision is
binding. In choosing arbitration, the parties give up the right to pursue the matter further through the courts or any other
resolution service, including the OBSI, and they sign an agreement to this effect at the beginning of the arbitration
process. Parties can choose to be represented by a lawyer during the arbitration process but this is not a requirement.

Total costs for arbitration range between $3,000 and $4,000 for a typical dispute. Costs are generally split equally
between the parties, but the arbitrator can make a different determination. Moreover, as with the costs for arbitration,
the arbitrator, at his or her discretion, may assign the one party’s legal costs to the other party in the arbitration.

The arbitration program is available to clients of IDA Member firms who have already made a written complaint to the
firm. To qualify for arbitration, the dispute in question must involve $100,000 or less, and have occurred after the start
date of the program in each province, as outlined below:

[ January 1, 1992 in British Columbia

[ January 1, 1996 in Québec

[ June 30, 1998 in Ontario

[ July 1, 1999 in Manitoba, Alberta, Saskatchewan, Yukon, Northwest Territories, Nunavut

[ June 30, 1999 in New Brunswick, Nova Scotia, Prince Edward Island, Newfoundland

WHAT TO DO

Making a Complaint to the IDA

We require a written complaint, indicating your name and complete contact information, the name and contact information of any
individual or firm mentioned in your complaint, and specific details of how, why and when you encountered problems with
investments or your investment professional. We recommend that you include as much relevant documentation as possible to
enable us to assess your complaint properly.

Although you are not required to use a specific form to submit a complaint, you may wish to use our Customer Complaint
Form, available on our website, www.ida.ca.

You may also call our toll-free Info/ Complaint line, 1 (877) 442-1DAC (4322) at any time to learn about our
Complaint process, to have a Customer Complaint Form mailed to you, or for general information about the IDA.

Contacting the Ombudsman for Banking Services and Investments
Please call OBSI toll-free at 1 (888) 451-4519 or visit their website, www.obsi.ca. Written complaints are required,
and may be sent to ombudsman@obsi.ca, faxed to 1 (888) 422-2865 or mailed to:

Ombudsman for Banking Services and Investments
PO Box 896 Stn Adelaide
Toronto ON M5C 2K3

Choosing Arbitration

Clients who wish to begin arbitration proceedings should prepare a summary of their dispute, the amount in question,
details of attempts to resolve the matter with the investment dealer firm, and appropriate supporting documents such as
client account statements. Please contact the independent arbitration service in your region.

For clients based in Ontario, New Brunswick, Nova Scotia, Prince Edward Island and Newfoundland:
ADR Chambers

c/o The Honourable John Webber, Q.C.

Suite 1100, 48 Yonge Street

Toronto, Ontario M5E 1G6

Tel.: (416) 362-8555 or 1-800-856-5154

Fax: (416) 362-8825

Web site: www.adrchambers.com

Email: adr@adrchambers.com
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For clients based in Québec:

Québec National and International Commercial Arbitration Centre E difice La Fabrique
Suite 90, 295, Charest Blvd. East

Québec, Québec G1K 3G8

Tel.: (418) 649-1374, (514) 876-9002 or (877) 909-3794

Fax: (418) 649-0845

Email: cacnig@cacniqg.org

For clients based in British Columbia, Alberta, Manitoba, Saskatchewan, Nunavut, Northwest Territories, and Yukon:
British Columbia International Commercial Arbitration Centre

c/o Peter Grove

1140 — 1090 West Georgia Street Vancouver, British Columbia V6E 3Vv7

Tel.: (604) 684-2821 or (877) 684-2821

Fax: (604) 684-2825

Web site: www.bcicac.com

Email: options@bcicac.com

Services de protection des investisseurs offerts aux clients des sociétés membres de
I’ACCOVAM

NOTRE ENGAGEMENT A L’EGARD DES INVESTISSEURS

L’ACCOVAM s’est fermement engagée a veiller a I'intégrité du marché canadien et a la protection des investisseurs. Elle a établi &
cet effet un systeme de ressources solide et efficace ayant pour mission de protéger les investisseurs et d’assurer le juste
reglement des conflits.

La résolution a I'amiable, équitable et rapide des différends constitue une priorité pour les sociétés de courtage en valeurs
mobilieres et leurs clients. Respect mutuel et confiance sont I'essence méme d’une saine relation entre le client et son conseiller en
placement. Voila pourquoi toute mésentente doit étre dissipée rapidement, efficacement et de fagon a préserver cette bonne
relation.

VOS OPTIONS

Tout client insatisfait de son conseiller en placement ou de sa société de courtage doit d’abord présenter sa plainte directement au
service de gestion ou de conformité de la société. L’envoi diligent d’une lettre de plainte est souvent le moyen le plus rapide et le
plus simple de dissiper les quiproquos et de résoudre les conflits.

Si vous avez besoin d’aide pour régler un différend avec une société membre de ’ACCOVAM, vous disposez des options suivantes :

Mise en application de ’ACCOVAM

L’ACCOVAM, les Commissions des valeurs mobiliéres provinciales et les Bourses réglementent différents aspects du marché
canadien. L’ACCOVAM s’occupe de la réglementation des services courants destinés au public engageant les clients et les sociétés
de courtage en valeurs mobilieres.

Le Service de la mise en application de ’ACCOVAM étudie les plaintes relatives a ces activités, portant par exemple sur la
recommandation de placements inadéquats, la réalisation d’opérations sans I'approbation du client ou I'incitation a effectuer un
nombre excessif d'opérations. Les personnes ou sociétés jugées coupables d’avoir enfreint les reglements de ’ACCOVAM encourent
des sanctions pouvant prendre la forme d’une amende, de restrictions sur les opérations avec le public, de suspensions, de
I'interdiction permanente d’occuper un emploi auprés d’une société membre de ’ACCOVAM ou de la révocation de la qualité de
membre.

Si vous estimez que votre conseiller en placement a agi de fagon incorrecte, il est important que vous présentiez une plainte
aupres de ’ACCOVAM pour nous permettre de mettre un terme a ses abus.

L’ACCOVAM n’a pas le pouvoir d'indemniser les clients des pertes qu’ils peuvent avoir subies, ni d’obliger une société a le faire. Si
vous demandez une indemnisation, vous devez faire appel a un tribunal civil ou a I'un des deux programmes indépendants
mentionnés ci-dessous.

Ombudsman des services bancaires et d’investissement (OSBI)

L’OSBI offre un service de conciliation gratuit, indépendant et impartial aux clients de toute société membre de I'un des quatre
organismes a but non lucratif : TACCOVAM; I’Association canadienne des courtiers de fonds mutuels (ACFM); I'Institut des fonds
d’investissement du Canada (IFIC); ou I’Association des banquiers canadiens (ABC). Les conflits peuvent viser des réclamations
d’'un montant maximal de 350 000 $.
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Avant de pouvoir recourir aux services de 'ombudsman, les investisseurs doivent tenter de régler le différend avec leur société de
courtage en valeurs mobilieres. Nous invitons les clients a soumettre leur plainte a I'OSBI dés qu’il devient clair que le différend ne
pourra pas étre résolu a leur satisfaction. La transmission rapide des plaintes facilitera le travail de 'OSBI au nom des clients. Les
services de 'ombudsman sont gratuits et n’exigent aucune représentation juridique. Les sociétés membres de '’ACCOVAM sont
tenues d’apporter leur pleine participation a toute enquéte effectuée par 'ombudsman.

Lorsque I'ombudsman étudie une plainte et aboutit a une conclusion favorable au plaignant, il recommande un plan d’action pour
régler la plainte, lequel peut comprendre le paiement d’'une indemnisation. Bien que les dossiers soient confidentiels, un sommaire
des recommandations sera rendu public dans le cas ou la société refuserait d’y souscrire.

L’ombudsman fait partie du Réseau de conciliation du secteur financier, un service d’'information et d’aide aux consommateurs
relevant de ce secteur au Canada. Le réseau a é té créé par '’ACCOVAM, I’ABC, I'IFIC, ’ACFM, I’Association canadienne des
compagnies d’assurances de personnes et le Bureau d’assurance du Canada. Les clients dont la plainte ne concerne pas le secteur
des valeurs mobilieres doivent communiquer avec le Centre du Réseau de conciliation du secteur financier en composant le 1 866
538-3766 ou consulter son site Web a I'adresse www.cfsoncrcsf.ca.

Arbitrage

Les clients des sociétés membres de ’TACCOVAM peuvent aussi recourir & un processus d’arbitrage. Il s’agit d’'un moyen plus rapide
et moins colteux que la présentation d’'une demande d’'indemnisation aupres d’un tribunal civil. Les sociétés membres de
I’ACCOVAM sont obligées de participer au processus d’arbitrage si le client opte pour cette solution.

L’arbitrage est une méthode de réglement des différends selon laquelle les parties au litige demandent & un arbitre indépendant
d’entendre leur cause et de décider comment le différend doit étre réglé.

L’arbitrage est mené par un organisme neutre qui fournit des arbitres, habituellement des juges et des avocats a la retraite qui
connaissent bien I'industrie des valeurs mobiliéres. Tous les aspects des délibérations sont confidentiels et toutes les audiences
sont privées, a moins que les deux parties en décident autrement.

L’arbitrage est régi par des régles précises é tablies par le législateur provincial. La décision d’un arbitre est exécutoire. En
choisissant I'arbitrage, les parties renoncent a leur droit de poursuivre I'affaire devant les tribunaux ou devant tout autre service de
conciliation, dont I'OSBI, et signent une entente a cet effet au début du processus d’arbitrage. Les parties peuvent choisir d’étre
représentées par un avocat durant I'arbitrage, mais cela n’est pas obligatoire.

Les frais totaux du processus se situent habituellement entre 3 000 $ et 4 000 $ pour une cause type. En général, ils sont partagés
a é galité entre les deux parties, mais I'arbitre peut en décider autrement. Par ailleurs, a l'instar des frais d’arbitrage, les frais
juridiques encourus par I'une des parties peuvent étre assignés a l'autre partie, a la discrétion de I'arbitre.

La formule de I'arbitrage est ouverte aux clients des sociétés membres de ’TACCOVAM qui ont déja présenté une plainte par écrit a
la société. Le différend ne peut porter sur une somme dépassant 100 000 $, et les événements doivent étre survenus apres la date
de lancement du programme dans la province concernée, soit :

le ler janvier 1992 pour la Colombie- Britannique,
le 1er janvier 1996 pour le Québec,
le 30 juin 1998 pour I'Ontario,

le 1er juillet 1999 pour le Manitoba, I’Alberta, la Saskatchewan, le Yukon, les Territoires du Nord-Ouest et le Nunavut,

le 30 juin 1999 pour le Nouveau-Brunswick, la Nouvelle-Ecosse, I'Tle-du-Prince-Edouard et Terre-Neuve.

MARCHE A SUIVRE

Comment formuler une plainte auprés de ’ACCOVAM

La plainte doit étre formulée par écrit. Vous devez indiquer votre nom et vos coordonnées completes, le nom et les coordonnées de
toute personne ou société mentionnée dans votre plainte, ainsi que tous les détails permettant d’expliquer comment, pourquoi et
quand vous avez rencontré des probléemes avec vos placements ou votre spécialiste en placements. Nous vous recommandons
fortement de fournir autant de documents pertinents qu’il vous est possible pour nous permettre d’évaluer votre plainte comme il
convient.

Vous n'étes pas obligé d'utiliser un formulaire donné pour soumettre une plainte, mais vous pouvez, si vous le souhaitez, utiliser le
formulaire de plainte que nous mettons a votre disposition sur notre site Web (www.ida.ca).

Vous pouvez aussi appeler notre Ligne infoplaintes en tout temps en composant le numéro sans frais 1 877 442-4322 si
vous souhaitez obtenir des renseignements sur la fagon de déposer une plainte, recevoir un formulaire de plainte par la poste ou
obtenir des renseignements généraux sur ’ACCOVAM.

Pour communiquer avec ’'Ombudsman des services bancaires et d’investissement
Appelez le numéro sans frais 1 888 451-4519 ou consultez le site Web de 'OSBI au www.obsi.ca. Votre plainte doit étre
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formulée par écrit et envoyée par courriel a 'adresse ombudsman@obsi.ca, par télécopieur au 1 888 422-2865 ou a
I'adresse suivante :

Ombudsman des services bancaires
et d’investissement (OSBI)

C.P., 896 Succ. Adelaide

Toronto (Ontario) M5C 2K3

Pour faire appel au processus d’arbitrage

Les clients qui souhaitent engager un processus d’arbitrage doivent rédiger un résumé du différend en précisant la somme en
question et les détails des tentatives qui ont é té faites pour régler le probleme avec la société de courtage en valeurs mobiliéres,
et joindre les documents pertinents a I'appui comme les relevés de compte du client. Veuillez communiquer avec le service
d’arbitrage indépendant de votre région.

Pour les clients de I'Ontario, du Nouveau-
Brunswick, de la Nouvelle-Ecosse, de I'Tle-du-
Prince-Edouard et de Terre-Neuve :

ADR Chambers

a/s de Monsieur John Webber, c.r.
48, rue Yonge, bureau 1100

Toronto (Ontario) M5E 1G6

Téléphone : (416) 362-8555 ou 1 800 856-5154
Télécopieur : (416) 362-8825

Site Web : www.adrchambers.com
Courriel : adr@adrchambers.com

Pour les clients du Québec :

Centre d’arbitrage commercial national et international du Québec
Edifice La Fabrique

295, boul. Charest Est, bureau 90

Québec (Québec) G1K 3G8

Téléphone : (418) 649-1374, (514) 876-9002 ou 1 877 909-3794
Télécopieur : (418) 649-0845

Courriel : cacnig@cacniq.org

Pour les clients de la Colombie-Britannique, de I'Alberta, du Manitoba, de la Saskatchewan, du Nunavut, des Territoires du Nord-
Ouest et du Yukon :

British Columbia International Commercial
Arbitration Centre

a/s de Monsieur Peter Grove

1090, rue Georgia Ouest, bureau 1140
Vancouver (Colombie-Britannique)

V6E 3V7

Téléphone : (604) 684-2821 ou 1 877 684-2821
Télécopieur : (604) 684-2825

Site Web : www.bcicac.com

Courriel : options@bcicac.com
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CHAPTER 1
INTRODUCTION

This booklet relates solely to options issued by The Options Clearing Corporation ("OCC"), and all references to
"options” in this booklet are applicable only to such options. As of the date of this booklet, options are traded on the United
States markets listed on the inside front cover page and on the European Options Exchange in Amsterdam, The
Netherlands. In the future, options may be traded on other markets within or outside the United States. The markets on
which options are traded at any given time are referred to in this booklet as the "options markets.”

OCC is a registered clearing agency, and each U.S. options market is a national securities exchange, that is subject to
regulation by the Securities and Exchange Commission ("SEC") under the Securities Exchange Act of 1934. Foreign
options markets, and their members, are not generally subject to regulation by the SEC or to the requirements of the
securities or other laws of the U.S. and may not be subject to the jurisdiction of U.S. courts.

What is an option? An option is the right either to buy or to sell a specified amount or value of a particular underlying
interest at a fixed exercise price by exercising the option before its specified expiration date. An option which gives a right
to buy is a call option, and an option which gives a right to sell is a put option. Calls and puts are distinct types of options,
and the buying or selling of one type does not involve the other.

EXAMPLE: An option to buy 100 shares of common stock of the XYZ Corporation at a specified exercise
price would be an XYZ call option. An option to sell 100 shares of common stock of the XYZ Corporation at a specified
exercise price would be an XYZ put option.

There are two different kinds of options — physical delivery options and cash-settled options. A physical delivery option
gives its owner the right to receive physical delivery (if it is a call), or to make physical delivery (if it is a put), of the
underlying interest when the option is exercised. A cash-settled option gives its owner the right to receive a cash payment
based on the difference between a determined value of the underlying interest at the time the option is exercised and the
fixed exercise price of the option. A cash-settled call conveys the right to receive a cash payment if the determined value of
the underlying interest at exercise — this value 1s known as the exercise settlement value — exceeds the exercise price of
the option, and a cash-settled put conveys the right to receive a cash payment if the exercise settlement value is less than the
exercise price of the option.

Each options market selects the underlving interests on which options are traded on that market. Options are currently
available covering four types of underlying inierests: equity securilies, stock indexes, government debt securities,
and foreign currencies. Options on other types of underlying interests may become available in the future.

Most options have standardized terms — such as the nature and amount of the underlying interest, the expiration date, the
exercise price, whether the option is a call or a put, whether the option is a physical delivery option or a cash-settled option,
the manner in which the cash payment and the exercise settlement value of a cash-settled option are determined, the
multiplier of a cash-settled option, the style of the option, whether the option has automatic exercise provisions, and
adjustment provisions. These standardized terms are generally described in Chapter II. Each U.S. options market publishes
specification sheets setting forth the particular standardized terms of the options traded on that options market. (The
options markets may also provide for trading in options whose terms are not all fixed in advance. Rather, subject to certain
limitations, the parties to transactions in these options may designate certain of the terms. These flexibly structured options
are discussed in Chapter VII of this booklet.)

Options having the same standardized terms are identical and comprise an options series. The standardization of terms
makes it more likely that there will be a secondary market in which holders and writers of options can close out their
positions by offsetting sales and purchases. By selling an option of the same series as the one he bought, or buying an
option of the same series as the one he wrote, an investor can close out his position in that option at any time there is a



functioning secondary options market in options of that series.

In some instances, options of the same series may be traded on more than one options market at the same time. Options that
are so traded are called multiply-traded options. Options traded on a U.S. options market may also be traded on a forcign
options market. These options are referred to as internationally-traded options. Multiply-traded and internationally-traded
options can ordinarily be purchased and written, and positions in these options can ordinarily be liquidated in offsetting
closing transactions, in any of the options markets in which the options are traded. However, because premiums are
affected by market forces, the premiums for identical multiply-traded or internationally-traded options may not be the same
in all markets at any given time.

If an options market learns that a particular underlying interest no longer meets its requirements for options trading or is not
eligible for trading in all U.S. jurisdictions, or if an options market decides to discontinue trading in a particular options
series for another reason, the options market may stop introducing new options on that underlying inierest and may in
certain circumstances impose restrictions on transactions that open new positions in options series that have been previously
introduced, although trading in the options series will ordinarily continue on at least one options market until its expiration.

Options generally are traded on U.S. options markets during normal day-time business hours of U.S. securities exchanges
and for a short period afterward. However, trading in options may not be confined to those hours. Trading in evening and
night trading sessions occurs in options on foreign currencies and may in the future occur in other types of options.
Moreover, when there are unusual market conditions, an options market may authorize trading to continue for a
substantially longer period than under normal conditions. Trading in an expiring option may close at an earlier time than
trading in other options. ‘Trading hours for options are also subject to change from time to time. Readers should ascertain
the trading hours of the particular options they are interested in trading from the options markets where those options are
traded. Readers should also be aware that trading in underlving interests is not confined to normal exchange trading hours.

For example, underlying foreign currencies and debt securities are traded in international markets on virtually an
around-the-clock basis, and underlying equity securities may be traded in foreign markets when U.S. markets are closed and
in some U.S. markets after the close of their normal trading hours.

Readers should be aware that this booklet has been written to meet the requirements of an SEC rule that requires the U.S.
options markets to prepare, and brokerage firms to distribute, a booklet that briefly and generally describes the
characteristics of options and the risks to investors of maintaining positions in options. Options are versatile instruments
that can be used in a wide variety of investment strategies. They give the investor the ability to create positions that reflect
the investor's opinion of an underlying interest and to select investment strategies that reflect the investor's tolerance for risk.

This booklet is not designed to describe the various potential benefits of options or how investors may use options to
enhance their investment strategies or to reduce risk. Numerous other publications, including some prepared by the U.S.
options markets that are available upon request, contain discussions of the uses and potential benefits of options and of the
various trading and investment strategies that can be employed with options. Readers who wish to balance the general
discussion of risks that is contained in this booklet with a discussion of options uses, benefits and strategies should consult
one or more of these other publications.

Readers should read and understand this booklet in its entirety, since a number of the separate chapters will be relevant to
every reader interested in buying or writing options. For example, a reader who is interested in options on equity securitics
should fully read not only Chapter III, but also should read Chapters II, VIII and IX, as well as the discussion of risks in
Chapter X. Readers should also be aware that, although this booklet seeks to describe the various characteristics of options
and the risks that are unique to being an investor in options, there are many matters which are beyond the scope of this
booklet that are not discussed. Chapter XI contains a discussion of the scope and limitations of this booklet.




CHAPTER II
OPTIONS NOMENCLATURE

This chapter contains a description of the standardized terms, and of some of the special vocabulary, applicable to
options. Most of the nomenclature is the same for options on the various types of underlying interests. Differences that are
applicable to options on a particular underlying interest will be described in the chapter devoted to that underlying interest.

Certain terms — options, options markets, call options, put options, physical delivery options, cash-settled options, options
series, multiply-traded options and internationally-traded options — have been defined in Chapter I. Readers interested in
those definitions should consult that chapter.

OPTION HOLDER; OPTION WRITER — The option holder is the person who buys the right conveyed by the
option.

EXAMPLE: The holder of a physical delivery XYZ call option has the right to purchase shares of XYZ
Corporation stock at the specified exercise price upon exercise prior to the expiration of the option. The holder of a
physical delivery XYZ put option has the right to sell shares of XYZ Corporation at the specified exercise price upon
exercise prior to the expiration of the option. The holder of a cash-settled option has the right to receive an amount of cash
equal to the cash settlement amount (described below) upon exercise prior to the expiration of the option.

The option writer is obligated — if and when assigned an exercise — to perform according to the terms of the option. The
option writer is sometimes referred to as the option seller. An option writer who has been assigned an exercise is known as

an assigned writer.

EXAMPLE: If a physical delivery XYZ call option is exercised by the holder of the option, the assigned writer
must deliver the required number of shares of XYZ common stock. He will be paid for the shares at the specified exercise
price regardless of their current market price.

If a physical delivery put option is exercised, the assigned writer must purchase the required number of shares at the
specified exercise price regardless of their current market price. If a cash-seitled option is exercised, the assigned writer
must pay the cash settlement amount.

No certificates are issued to evidence options. Investors look to the confirmations and statements that they receive from
their brokerage firms to confirm their positions as option holders or writers. An option holder looks to the system created
by OCC's rules, rather than to any particular option writer, for performance of the option he owns. Similarly, option
writers must perform their obligations under the OCC system and are not obligated to any particular option holder. Since
every options transaction involves both a holder and a writer, it follows that the aggregate rights of option holders under the
system are matched by the aggregate obligations of option writers.

The OCC system is designed so that the performance of all options is between OCC and a group of firms called Clearing
Members that carry the positions of all option holders and option writers in their accounts at OCC. To qualify as a
Clearing Member, a firm must meet OCC's financial requirements. In addition, Clearing Members must provide OCC with
collateral for the positions of option writers that they carry and must contribute to Clearing Funds that protect OCC against
a Clearing Member's failure. The Clearing Members' guarantees of the performance of options writers' obligations, the
financial strength of the Clearing Members, the collateral that they deposit, the obligations of correspondent clearing
corporations, and the Clearing Funds together make up the OCC system backing the performance of options. This system
18 discussed in more detail in the OCC prospectus referred to in paragraph 1 of Chapter X1

EXERCISE PRICE — In the case of a physical delivery option, the exercise price (which is sometimes called the
"strike price") is the price at which the option holder has the right either to purchase or to sell the underlying interest.

EXAMPLE: A physical delivery XYZ 40 call option gives the option holder the right to purchase 100 shares



of XY7 stock at an exercise price of $40 a share. A physical delivery XYZ 40 put option gives the option holder the right
to sell 100 shares of XYZ common stock at an exercise price of $40 a share.

The exercise price of a cash-settled option is the base for the determination of the amount of cash, if any, that the option
holder is entitled to receive upon exercise (see the discussion of "Cash Settlement Amount and Exercise Settlement Valug"
below).

Exercise prices for each options series are established by the options market on which that series is traded at the time
trading in the series is introduced, and are generally set at levels above and below the then market value of the underlying
interest. The options markets generally have authority to introduce additional series of options with different exercise prices
based on changes in the value of the underlying interest, or in response to investor interest, or in unusual market conditions,
or in other circumstances.

EXPIRATION DATE — This is the date on which the option expires. If an option has not been exercised prior
1o its expiration, it ceases to exist — that is, the option holder no longer has anv rights, and the option no longer has any
value. The expiration dates for the various options series are fixed by the options market on which the series trades.
Readers should learn the expiration date of each option they wish to buy or write.

STYLE OF OPTION — The stvle of an option refers to when that option is exercisable. At the date of this
booklet there are three different styles of options — American-style, European-style and capped. Subject to certain
limitations prescribed in the rules of OCC or the oplions markets and subject to applicable law, these three styles are
exercisable at the following times:

An American-style option may be exercised at any time prior to its expiration.

A European-style option may be exercised only during a specified period before the option expires. Every European-style
option being traded at the date of this booklet is exercisable only on its expiration date.

A capped option will be automatically exercised prior to expiration if the options market on which the option is trading
determines that the value of the underlying interest at a specified time on a trading day "hits the cap price” for the option.
Capped options may also be exercised, like Furopean-style options, during a specified period before expiration. This period
is the expiration date for all capped options traded at the date of this booklet. The special terminology applicable to capped
options is discussed at the end of this chapter.

European-style or capped options having an expiration period that is longer or shorter than their expiration date
may be introduced for trading in the future.

UNIT OF TRADING; CONTRACT SIZE — The unit of trading (which is sometimes referred to as the contract
size) of a physical delivery option is the amount of the underying interest that is subject to being purchased or sold upon the
exercise of a single option contract. For example, the unit of trading for most options on equity securities is 100 shares.
Thus, a physical delivery XY7Z 30 call will give its holder the right upon exercise to purchase 100 shares of XYZ at $50 per
share. If the option is trading at a premium of, say, $4 per share, then the aggregate premium for a single option contract
would be $400.

The contract size of a cash-settled option is determined by the multiplier that is fixed by the options market on which the
options series is traded. The multiplier determines the aggregate value of each point of the difference between the exercise
price of the option and the exercise settlement value of the underlying interest. For example, a multiplier of 100 means that
for cach point by which a cash-settled option is in the money upon exercise, there is a $100 increase in the cash settlement
amount. Similarly, if an option with a multiplier of 100 is trading at a premium of, say, $4, then the aggregate premium for
a single option contract would be $400.

EXERCISE — If the holder of a physical delivery option wishes to buy (in the case of a call) or sell (in the case of
a put) the underlying interest at the exercise price — or, in the case of a cash-scttled option, to receive the cash settlement
amount — his option must be exercised. In order to exercise most options, option holders must give exercise instructions o




their brokerage firm in accordance with the firm's procedures prior to the firm's exercise cut-off time. The exercise process
is discussed in Chapter VIII. Everv option holder should understand this process and should leam his brokerage firm's
procedures concerning exercise, and its exercise cut-off time, for each option he mav buy.

Although an option holder must assure that action is taken to exercise most options, capped options and certain cash-settled
options provide for automatic exercise in specified circumstances. Other options having automatic exercise provisions may
be introduced for trading in the future.

The rules of the options markets generally limit the total number of puts or calls on the same underlying interest that a
single investor or group of investors acting in concert may exercise during a specified time period. Information conceming
the exercise limits for particular options is available from the options market on which those options are traded or from
brokerage firms.

The right to exercise an option may be restricted in certain circumstances. This is discussed under "Risks of Option
Holders" in Chapter X.

When an option has been exercised, OCC will assign the exercise in accordance with its rules to a Clearing Member whose
account with OCC reflects the writing of an option of the same series. The Clearing Member may, in turn, assign this
exercise to one of its customers who is a writer in accordance with the Clearing Member's procedures, and the assigned
writer will then be obligated to perform the obligations of the option — that is, to sell (in the case of a physical delivery
call) or buy (in the case of a physical delivery put) the underlying interest at the exercise price, or, in the case of a
cash-settled option, to pay the cash settlement amount. The assignment process is discussed further in Chapter VIIL

CASH SETTLEMENT AMOUNT, SETTLEMENT CURRENCY and EXERCISE SETTLEMENT
VALUE — The cash settlement amount is the amount of cash that the holder of a cash-settled option is entitled to receive
upon exercise. It is the amount by which the exercise settlement value of the underlying interest of a cash-settled call
exceeds the exercise price, or the amount by which the exercise price of a cash-settled put exceeds the exercise settlement
value of the underlying interest, multiplied by the multiplier for the option.

EXAMPLE: Assume that a holder of a cash-settled call on the XYZ index that has an exercise price of 80
exercises it when the exercise seitlement value of the index is 85. If the multiplier for XYZ index options is 100, the

assigned writer would be obligated to pay, and the exercising holder would be entitled to receive, a cash settlement amount
of $500 ($85 minus $80 multiplied by 100 = $500).

The currency in which the cash settlement amount is payable is called the settlement currency. The settlement currency for
all cash-settled options with standardized terms that are trading at the date of this booklet i1s U.S. dollars. It is possible that
another currency will be the settlement currency for some options introduced in the future.

The manner of determining the exercise settlement value for a particular option series is fixed by the options market on
which the series 18 traded. The exercise settlement values for options on a particular underlying interest traded in one
options market will not necessarily be determined in the same manner as the exercise settlement values for options or futures
on the same underlying interest that may be traded in other markets.

Options markets may change the method of determining exercise settlement values for particular options series on specified
days or on all days. These changes may be made applicable to series outstanding at the time the changes become effective.
Alternatively, an options market might phase in a change in the method of determining exercise settlement values by opening
new series of options identical to outstanding series in all respects other than the method for calculating exercise settlement
values. Such new series would trade alongside the old series until both series expire, but the two series would not be
interchangeable. In the future, options markets may, subject to regulatory approval, introduce options whose exercise
settlement values may not exceed a specified maximum amount.

ADJUSTMENT and ADJUSTMENT PANEL — Adjustments may be made to some of the standardized terms
of outstanding options upon the occurrence of certain events. Adjustments that may be made to a particular type of options
are discussed in the chapter relating to that type.



The determination of whether to adjust outstanding options in response to a particular event, and, if so, what the adjustment
should be, is made by a majority vote of an adjustment panel. An adjustment panel for an options series consists of two
representatives of each U.S. options market on which the series is traded and one representative of OCC, who votes only to
break a tie. Every determination by an adjustment panel is within its sole discretion and is binding on all investors.

PREMIUM — The premium is the price that the holder of an option pays and the writer of an option receives for
the rights conveyed by the option. It is the price set by the holder and writer, or their brokers, in a transaction in an options
market where the option is traded. It isnot a standardized term of the option. The premium does not constitute a
"down-payment." It is simply and entirely a nonrefundable payment in full — from the option holder to the option writer —
for the rights conveyed by the option.

The premium is not fixed by the options markets or by OCC. Premiums are subject to continuous change in response to
market and economic forces, including changes in the trading conditions on the markets where the particular options are
traded. The factors which may generally affect the pricing of an option include such variables as the current value of the
underlying interest and the relationship between that value and the exercise price, the current values of related interests
(e.g., futures on the underlying interest or other interests related to the underlving interest), the style of the option, the
individual estimates of market participants of the future volatility of the underlying interest, the historical volatility of the
underlying interest, the amount of time remaining until expiration, cash dividends payable on the underlying stock (in the
case of stock and stock index options), current interest rates, current currency exchange rates (in the cases of forcign
currency oplions and options whose premiums or cash settlement amounts are payable in a foreign currency), the depth of
the market for the option, the effect of supply and demand in the options market as well as in the markets for the underlying
interest and for related interests, the information then available about current prices and operations in the markets for the
underlying interest and related interests, the individual estimates of market participants of future developments that might
affect any of the foregoing, and other factors generally affecting the prices or volatility of options, underlying interests,
related interests or securities generally. Also see the discussion below of "Intrinsic Value and Time Value." Readers should
not assume that options premiums will necessarily conform or correlate with any theoretical options pricing formula, chart,
last sale, or the prices of the underlying interest, related interests or other options at any particular time.

The currency in which the premium is payable is called the premium currency. The premium currency for most options is
.S, dollars. However, the premium currency for cross-rate foreign currency options, which are discussed in Chapter VI, is
a foreign currency, and other options with premiums payable in a foreign currency may be introduced after the date of this
booklet.

OPENING TRANSACTION — This is a purchase or sale transaction by which a person establishes or increases
a position as either the holder or the writer of an option.

CLOSING TRANSACTION — This is a transaction in which, at some point prior to expiration, the option
holder makes an offsetting gsale of an identical option, or the option writer makes an offsetting purchase of an identical
option. A closing transaction in an option reduces or cancels out an investor's previous position as the holder or the writer
of that option.

EXAMPLE: In June an investor buys a December XYZ 50 call at an aggregate premium of $500. By
September the market price of the option has increased to $700. To seek to realize his $200 profit, the investor can direct
his broker to sell an offsetting December XYZ 50 call in a closing transaction. On the other hand, if by September the
market price of the option has decreased to $300, the investor might still decide to sell the option in a closing transaction,
thereby limiting his loss to $200.

Although holders of American-style options have the right to exercise at any time before expiration, holders frequently elect
to realize their profits or losses by making closing transactions because the transaction costs of the closing transactions may
be lower than the transaction costs associated with exercises, and because closing transactions may provide an opportunity
for an option holder to realize the remaining time value (described below) of the option that would be lost in an exercise.

The limited period of exercisability of a Furopean-style or capped option means that (except for the possibility of automatic
exercise of a capped option) the holder's only means of realizing profit or loss on the option when the option is not



exercisable is by selling the option in a closing transaction.

POSITION LIMITS — The rules of the options markets generally limit the maximum number of options on the
same side of the market (i.e., calls held plus puts written, or puts held plus calls written) with respect to a single underlying
interest that may be carried in the accounts of a single investor or group of investors acting in concert. These limits —
which are called position limits — differ for options on different underlying interests. Information concerning the position
limits for particular options is available from the options market on which those options are traded or from brokerage firms.

COMBINATIONS; SPREADS and STRADDLES — Combination positions are positions in more than one
option at the same time. Spreads and straddles are two types of combination positions. A spread involves being both the
buyer and writer of the same type of option (puts or calls) on the same underlying interest, with the options having different
exercise prices and/or expiration dates. A straddle consists of purchasing or writing both a put and a call on the same
underlying interest, with the options having the same exercise price and expiration date.

LONG and SHORT — The word long refers to a person's position as the holder of an option, and the word short
refers to a person's position as the writer of an option.

COVERED CALL WRITER — If the writer of a physical delivery call option owns or acquires the amount of
the underlying interest that is deliverable upon exercise of the call, he is said to be a covered call writer.

EXAMPLE: An individual owns 100 shares of XYZ common stock. If he writes one physical delivery XYZ
call option — giving the call holder the right to purchase 100 shares of the stock at a specified exercise price — this would
be a covered call. If he writes two such XYZ calls, one would be covered and one would be uncovered.

The distinction between covered and uncovered call writing positions is important since uncovered call writing can involve
substantially greater exposure to risk than covered call writing. A call option writer who is not a covered writer may hold
another option in a spread position and thereby offset some or all of the risk of the option he has written. However, the
spread may not offset all of the risk of the uncovered writing position. For example, if the long portion of the spread has a
higher exercise price than the exercise price of the short, or if the long has an earlier expiration date than the expiration date
of the short, then the writer may still be exposed to significant risks from his uncovered writing position.

AT THE MONEY — This term means that the current market value of the underlying interest is the same as the
exercise price of the option.

IN THE MONEY — A call option is said to be in the money if the current market value of the underlving interest
is above the exercise price of the option. A put option is said to bein the money if the current market value of the
underlying interest is below the exercise price of the option.

EXAMPLE: If the current market price of XYZ stock is $43, an XYZ 40 call would be in the monev by $3.

OUT OF THE MONEY — If the exercise price of a call is above the current market value of the underlying
interest, or if the exercise price of a put is below the current market value of the underlying interest, the option is said to
be out of the money by that amount.

EXAMPLE: With the current market price of XYZ stock at $40, a call with an exercise price of $45 would
be out of the money by $5 — as would a put with an exercise price of $35.

INTRINSIC VALUE and TIME VALUE — It is sometimes useful to consider the premium of an option as
consisting of two components: intrinsic value and time value. Intrinsic value reflects the amount, if any, by which an option
is in the money. Time value is whatever the premium of the option is in addition to its intrinsic value. An American-style
option may ordinarily be expected to trade for no less than its intrinsic value prior to its expiration, although occasionally an
American-style option will trade at less than its intrinsic value. Because European-style and capped options are not
exercisable at all times, they are more likely than American-style options to trade at less than their intrinsic value when they




are not exercisable.

EXAMPLE OF A CALL WITH INTRINSIC VALUE: At a time when the current market price of
XY7Z stock is $46 a share, an XYZ 40 call would have an intrinsic value of $6 a share. If the market price of the stock
were to decline to $44, the intrinsic value of the call would be only $4. Should the price of the stock drop to $40 or below,
the call would no longer have any intrinsic value.

EXAMPLE OF A PUT WITH INTRINSIC VALUE: At a time when the current market price of
XYZ stock is $46 a share, an XYZ 50 put would have an intrinsic value of $4 a share. Were the market price of XYZ stock
to increase to $50 or above, the put would no longer have any intrinsic value.

EXAMPLE OF TIME VALUE: At a time when the market price of XYZ stock is $40 a share, an XYZ 40
call may have a current market price of, say, $2 a share. This is entirely time value.

An option with intrinsic value may often have some time value as well — that is, the market price of the option may be
greater than its intringic value. This could occur with an option of any style.

EXAMPLE: With the market price of XYZ stock at $45 a share, an XYZ 40 call may have a current market
price of $6 a share, reflecting an intrinsic value of $5 a share and a time value of $1 a share.

An option's time value is influenced by several factors (as discussed above under "Premium"), including the length of time
remaining until expiration. An option is a "wasting" asset; if it is not sold or exercised prior to its expiration, it will become
worthless. As a consequence, all else remaining the same, the time value of an option usually decreases as the option
approaches expiration, and this decrease accelerates as the time to expiration shortens. However, there may be occasions
when the market price of an option may be lower than the market price of another option that has less time remaining to
expiration but that is similar in all other respects.

An Amernican-style option's time value is also influenced by the amount the option is in the money or out of the money. An
option normally has very little time value if it is substantially in the money. Although an option that is substantially out of
the money has only time value, the amount of that time value is normally less than the time value of an option having the
same underlying interest and expiration that is at the money.

Another factor influencing the time value of an option is the volatility of the underlying interest. All else being the same,
options on more volatile interests command higher premiums than options on less volatile interests.

Time value is also influenced by the current cost of money. Increases in prevailing interest rates tend to cause higher
premiums for calls and lower premiums for puts, and decreases in prevailing interest rates tend to cause lower premiums for
calls and higher premiums for puts.

The following is a description of the terminology applicable to capped options:

CAP INTERVAL — The cap interval is a constant established by the options market on which a series of capped
options is traded. 'The exercise price for a capped-style option plus the cap interval (in the case of a call), or minus the cap
interval (in the case of a put), equals the cap price for the option. For example, if a capped call option with an exercise price
of 360 has a cap interval of 30, then the cap price at which the option will be automatically exercised would be 390.

CAP PRICE — The cap price is the level that the automatic exercise value of a capped option must reach in order

for the option to be automatically exercised. The cap price of a call option is above, and of a put option below, the exercise
price of the option.

EXAMPLE: A 360 ABC capped call index option has an exercise price of 360 and a cap interval of 30. The



call option has a cap price of 390.

EXAMPLE: A 310 XYZ capped put index option has an exercise price of 310 and a cap interval of 20. The
put option has a cap price of 290.

AUTOMATIC EXERCISE VALUE — 'The automatic exercise value of a capped option is the price or level of
the underlying interest determined in a manner fixed by the options market on which the option is traded for each trading
day as of a specified time of that day.

EXAMPLE: A 310 XYZ capped put index option has a cap interval of 20, and therefore has a cap price of
290. Assume that the options market on which the option is traded has specified the close of trading on each trading day as
the time for determining the automatic exercise value on the XY7 index, and that the index level reaches a low of 289
during a particular trading day, but is at 291 at the close. The automatic exercise value has not reached the cap price, and
the automatic exercise feature of the option is not triggered, because the index level was not at or below the cap price at the
time of day specified by the options market for determining the automatic exercise value.

CASH SETTLEMENT AMOUNT — This is the cash amount that the holder of a cash-settled capped option is
entitled to receive upon the exercise of the option. In the case of a capped option that has been automatically exercised,
the cash settlement amount is equal to the cap interval times the multiplier for the option, even if the automatic exercise
value on the day that the automatic exercise feature is triggered exceeds (in the case of a call) or is less than (in the case of a
put) the cap price. If the capped option is voluntarily exercised at expiration, the cash settlement amount is determined in
the same manner as for other styles of cash-seitled options.

EXAMPLE: A 360 ABC capped call index option has a cap interval of 30 and a multiplier of 100. The
automatic exercise value of the ABC index is 396 on a particular trading day. The call option is automatically exercised,
and the cash settlement amount is $3000 (equal to the cap interval of 30 times the multiplier of 100).

EXAMPLE: A 360 ABC capped call index option has a cap interval of 30 and a multiplier of 100. The
automatic exercise value of the ABC index never equals or exceeds the cap price of 390 during the life of the option, and the
exercise settlement value of the option is 367 on the final trading day. Upon exercise of the option, the holder is entitled to
receive a cash settlement amount of $700 (equal to the multiplier of 100 times the difference between the exercise settlement
value of 367 and the exercise price of 360).

CHAPTER III
OPTIONS ON
EQUITY SECURITIES

The term "stock options” is used broadly in this booklet to include not only options on common stocks but also
options on all other types of equity securities, such as limited partnership interests, "American Depository Receipts” and
"American Depository Shares" representing interests in foreign entities, and preferred stocks. Options are available on
exchange-traded equity securities, on unlisted equity securities traded in the NASDAQ stock market and designated as
national market system securities, and on equity securities traded both in the NASDAQ stock market and on exchanges.
The NASDAQ stock market is primarily an inter-dealer trading system as contrasted with exchange auction markets.

Issuers of underlying equity securities do not participate in the selection of their securities for options trading (although
some options markets may determine not to select an underlying security without the consent of the issuer of that security).
Issuers of underlying equity securities have no responsibility regarding the issuvance, the terms, or the performance of
options, and option holders have no rights as security holders of such issuers.



The principal risks of holders and writers of stock options are discussed in Chapter X. Readers interested in buying or
writing stock options should carefully read that chapter.

FEATURES OF STOCK OPTIONS

Each stock option generally covers 100 shares of the underlying security, although, as described below, the number
of underlying shares may be adjusted as a result of certain events.

The exercise prices of the stock options that are traded at the date of this booklet are stated in U.S. dollars per share. The
exercise price of an option must each be multiplied by the number of shares underlying the option in order to determine the
aggregate exercise price and aggregate premium of that option.

EXAMPLE: An XYZ 40 call gives the buyer the right to purchase 100 shares of XYZ stock at a price of $40
per share, or a total price of $4,000.

In the future, stock options may, with regulatory approval, be infroduced that have exercise prices in a foreign currency.

Adjustments may be made to certain of the standardized terms of outstanding stock options when certain events occur, such
as a stock dividend, stock distribution, stock split, reverse stock split, rights offering, distribution, reorganization,
recapitalization, reclassification in respect of an underlying security, or a merger, consolidation, digsolution or liquidation of
the issuer of the underlying security. In the following discussion, there is a brief description of a number of general
adjustment rules applicable to stock options that are in effect at the date of this booklet. Such rules mav be changed from
time to time with regulatory approval. An adjustment panel has the authority to make such exceptions as it determines to be
appropriate to anv of the general adjustment rules,

As a general rule, no adjustment is made for ordinary cash dividends or distributions. A cash dividend or distribution by
most issuers will generally be considered "ordinary” unless it exceeds 10% of the aggregate market value of the underlying

security outstanding. The options markets are considering an amendment to the general rules which, if adopted and
approved by the regulators, would provide that a cash dividend or distribution by an issuer that is a closed-end investment
company may not be considered to be "ordinary” if it exceeds 5% of such aggregate market value. Determinations whether
to adjust for cash dividends or distributions in excess of those amounts are made on a case-by-case basis.

Because stock options are not generally adjusted for ordinary cash dividends and distributions, covered writers of calls are
entitled to retain dividends and distributions earned on the underlying securities during the time prior to exercise. However,
a call holder becomes entitled to the dividend if he exercises the option prior to the ex-dividend date even though the
assigned writer may not be notified that he was assigned an exercise unfil after the ex-date. Because call holders may seck

to "capture" an impending dividend by exercising, a call writer's chances of being assigned an exercise may increase as the
¢x-date for a dividend on the underlving security approaches.

Ag a general rule, stock dividends, stock distributions and stock splits can result in an adjustment in the number of
underlying shares or the exercise price, or both.

EXAMPLE: An investor bought an XYZ 60 option — cither a call or a put — and XYZ Corporation
subsequently effected a 3 for 2 stock distribution. Instead of covering 100 shares of stock at an exercise price of $60 a
share, each outstanding option could be adjusted to cover 1350 shares at an exercise price of $40 per share.

However, when a stock distribution results in the issuance of one or more whole shares of stock for each outstanding share
— such as a 2 for 1 stock split— as a general rule the number of underlying shares is not adjusted. Instead, the number of
outstanding options is proportionately increased and the exercise price is proportionately decreased.

EXAMPLE: Before a 2 for 1 stock split, an investor holds an option on 100 shares of XYZ stock with an
exercise price of $60. After adjustment for the split, he will hold two XYZ options, each on 100 shares and with an
exercise price of $30.



An adjustment panel may make an exception to the general rule to adjust for stock dividends. For example, in cases where
the issuer of the underlying security announces or exhibits a policy of declaring regular stock dividends that do not
individually exceed 10% of the amount of the underlying security outstanding, an adjustment panecl may determine to treat
the stock dividends as though they were ordinary cash dividends and to make no adjustment for them.

As a general rule, adjustments in exercise prices are rounded to the nearest 1/8 of a dollar, and adjustments in the number of
underlying shares are rounded down to eliminate fractional shares. In the latter case, the exercise price may be further
adjusted to compensate for the elimination of the fractional shares.

Distributions of property other than the underlying security may require different adjustments. For example, outstanding
options might be adjusted to include the distributed property.

EXAMPLE: If XYZ "spins off" its subsidiary ABC by distributing to its stockholders 2.5 shares of ABC
stock for each share of XYZ stock, outstanding XYZ options might be adjusted to require delivery of 100 shares of XYZ
stock plus 250 shares of ABC stock.

Alternatively, the exercise prices of outstanding options might be reduced by the value, on a per-share basis, of the
distributed property, as determined by the adjustment panel.

Events other than distributions may also result in adjustments. If all of the outstanding shares of an underlying
security are acquired in a merger or consolidation, outstanding options will as a general rule be adjusted to require delivery
of the cash, securities, or other property payable to holders of the underlying security as a result of the acquisition.

EXAMPLE: If XYZ is acquired by PQR in a merger where each holder of XYZ stock receives $50 plus 1/2
share of PQR stock for each share of XY Z stock held, XYZ options might be adjusted to call for the delivery of $5,000 in
cash and 50 shares of PQR stock instead of 100 shares of XYZ stock.

When an underlying security is wholly or partially converted into a debt security or a preferred stock, options that have been
adjusted to call for delivery of the debt security or preferred stock may, as a general rule, be further adjusted to call for any
securities distributed as interest or dividends on such debt security or preferred stock.

When an underlying security is converted into a right to receive a fixed amount of cash, options on that security will
generally be adjusted to require the delivery upon exercise of a fixed amount of cash, and trading in the options will
ordinarily cease when the merger becomes effective. As a result, after such an adjustment is made all options on that
security that are not in the money will become worthless and all that are in the money will have no time value.

As a general rule, adjustments are not made for tender offers or exchange offers, whether by the issuer or a third party, and
whether for cash, securities (including issuer securities). or other property. This presents a risk for writers of put options,
because a successful tender offer or exchange offer (whether by the issuer or by a third party) may have a significant effect
on the market value of the security that the put writers would be obligated to purchase if the put options are exercised after
the expiration of the offer.

As a general rule, adjustments will not be made to reflect changes in the capital structure of the issuer where all of the
underlying securities outstanding in the hands of the public (other than dissenters' shares) are not changed into another
security, cash or other property.

As a general rule, an adjustment that is made in an option will become effective on the ex-date established by the primary
market for trading in the underlving security.




CHAPTER IV
INDEX OPTIONS

ABOUT INDEXES

As referred to in this booklet, an index is a measure of the prices of a group of securities* or other interests.
Although indexes have been developed to cover a variety of interests, such as stocks and other equity securities, debt
securities and foreign currencies, and even to measure the cost of living, indexes on equity securities (which are called stock
indexes) are among the most familiar, and they are the only indexes that underlic options trading at the date of this booklet.
The following discussion refers only to stock indexes and stock index options.

Stock indexes are compiled and published by various sources, including securities markets. An index may be designed to be
representative of the stock market of a particular nation as a whole, of securitics traded in a particular market, of a broad
market sector (e.g., industrials), or of a particular indusiry (e.g., electronics). An index may be based on the prices of all,
or only a sample, of the securities whose prices it is intended to represent. Indexes may be based on securities traded
primarily in U.S. markets, securities traded primarily in a foreign market, or a combination of securities whose primary
markets are in various countries.

A stock index, like a cost of living index, is ordinarily expressed in relation to a "base" established when the index was
originated.

EXAMPLE: On the starting or "base™ date for a new value-weighted index, the total market values of the
component securities (market price times number of shares outstanding) is $30 billion. The publisher of the index will

assign an arbitrary index level — say 100 — to that base value. If the total market value of the component stocks increases
by 2% the next day (7.e., to $51 billion), the index level would rise to 102 (102% of the base level of 100).

The base may be adjusted from time to time to reflect such events as capitalization changes affecting the constituent
securities of the index (e.g., issuance of new shares) or to maintain continuity when securities are added to or dropped from
the index. These adjustments are generally designed so that the index level will change only as a result of price changes of
constituent securities during trading.

Securities may be dropped from an index because of events such as mergers and liquidations or because a particular
security is no longer thought to be representative of the types of stocks constituting the index. Securities may also be added
to an index from time to time. Adjustments in the base level of an index, additions and deletions of constituent securities,
and similar changes are within the discretion of the publisher of the index and will not ordinarily cause any adjustment in
the terms of outstanding index options. However, an adjustment panel has authority to make adjustments if the publisher of
the underlying index makes a change in the index's composition or method of calculation that in the panel's determination,
may cause significant discontinuity in the index level.

Different stock indexes are calculated in different ways. Accordingly, even where indexes are based on identical securities,
they may measure the relevant market differently because of differences in methods of calculation. Often the market prices
of the securities in the index group are "capitalization weighted." That is, in calculating the index value, the market price of
each constituent security is multiplied by the number of shares outstanding. Because of this method of calculation, changes
in the prices of the securities of larger corporations will generally have a greater influence on the level of a capitalization
weighted index than price changes affecting smaller corporations.

Other methods may be used to calculate stock indexes. For example, in one method known as "equal-dollar weighting,” the
index is established by establishing an aggregate market value for every constituent security of the index and then
determining the number of shares of sach security by dividing such aggregate market value by the then current market price
of the security. The base level of the index is established by dividing the total market value of all constituent securities by a
fixed index divisor. Thereafter, the number of shares of the constituent securities and the index divisor are adjusted at



periodic intervals in order to have each constituent security continue to represent an approximately equal dollar value in the
index without distorting the level of the index.

Another method of calculation is simply to add up the prices of the securities in the index and divide by the number of
securities in the index, disregarding numbers of shares outstanding. Another method measures daily percentage movements
of prices by averaging the percentage price changes of all securities included in the index.

Investors should keep in mind that an index can respond only to reported price movements in its constituent securities. An
index will therefore reflect the stock market as a whole, or particular market segments, only to the extent that the securities
in the index are being traded, the prices of those trades are being promptly reported, and the market prices of those
securities, as measured by the index, reflect price movements in the relevant markets. The index level will be affected by all
of the factors that may at the time affect prices in the relevant markets for the constituent securities of the index, including,
among other things, applicable laws, regulations and trading rules, the market-making and order processing systems of
those markets, the liquidity and efficiency of those markets, and the prices and price behavior of futures contracts on that
index or a related index.

Certain trading strategies involving purchases and sales of index options, index futures, options on index futures or
portfolios of certain of the securities in an index can affect the value of the index, the prices of the index futures, and,
therefore, the prices of index options. These transactions and the resulting impact may occur at any time — and may
accompany significant changes in the prices or volatilities of the stock and derivative markets — including at or shortly
before an expiration. For example, traders holding positions in expiring index options or futures contracts hedged by
positions in securities included in the index may attempt to liquidate their securities positions at or near the time for
determining the final exercise settlement value of the options or futures contracts. The resulting orders to liquidate these
securitics might result in significant changes in the level of the index. Index options investors should be aware of the
potential impact that these trading strategies can have on index levels at or near expiration, and the possibility that the
values of index option positions will be affected accordingly.

Readers who intend to trade index options should familiarize themselves with the basic features of the underlying indexes,
including the general methods of calculation. Readers who are attempting to follow a precise and sophisticated strategy
involving index options may wish to inform themselves about the exact method for calculating each index involved.
Information regarding the method of calculation of any index on which options are traded, including information conceming
the standards used in adjusting the index, adding or deleting securities, and making similar changes, is generally available
from the options market where the options are traded.

The value level of every index underlyving an option — including the exercise settlement value — is the value of the index as
reported by the reporting authority designated by the options market where the option is traded as the official source for
determining that index's value. Unless OCC directs otherwise, every value as initially reported by the reporting authority is
conclusively presumed to be accurate and deemed to be final for the purpose of calculating the cash settlement amount, even

if the value is subsequently revised or determined to have been inaccurate.

Most indexes on which options are traded are updated during the trading day, and updated index levels are disseminated at
frequent intervals. Investors may determine current index levels from their brokerage firms; in addition, the closing levels of
many underlying stock indexes are published in daily newspapers such as "The Wall Street Joumal." However, an index
option may be traded in the options markets at a time when some, or even a substantial portion, of the constituent securitics
of the underlying index are not trading or when there is a lag in the reporting of prices in some or all of the constituent
securities. In those circumstances, the current reported index level will be based on non-current information, since its
calculation will be based on the last reported prices for all constituent securities even though trading or price reporting in
some of those securities is not current.

FEATURES OF INDEX OPTIONS
All index options that are traded at the date of this booklet are cash-settled. Cash-settled index options do not relate

to a particular number of shares. Rather, the "size" of a cash-settled index option contract is determined by the multiplier of
the option. If the option market on which an option series is traded should decrease the multiplier for the series, an



adjustment panel may adjust outstanding options of that series.

The exercise prices and premiums of the index options that are traded at the date of this booklet are expressed in ULS.
dollars. Subject to regulatory approval, trading in index options whose exercise prices or premiums are expressed in a
foreign currency may be introduced in the future. The total exercise price for a single option is the stated exercise price
multiplied by the multiplier.

Premiums for index options are expressed in points and fractions of points. Each point of premium of the options trading at
the date of this booklet represents an amount equal to one U.S. dollar. In order to determine the aggregate premium for a
single index option, the quoted premium must be multiplied by the multiplier.

EXAMPLE: An investor purchases a December 110 index call at 2'4. The multiplier for that option is 100,
The aggregate dollar amount of the premium is $212.50 ($2'% times 100 = $212.50). Had the options market used a
multiplier of 200, a premium of 24 would have meant an aggregate premium of $425.00.

The exercise settlement values of stock index options are determined by their reporting authorities in a variety of ways. The
exercise settlement values of some index options are based on the reported level of the index derived from the last reported
prices of the constituent securitics of the index at the closing on the day of exercise. The exercise settlement values of other
options are based on the reported level of the index derived from the opening prices of the constituent securities on the day
of exercise. If an option is exercised on a day that is not scheduled as a trading day for the constituent securities of the
index, the exercise settlement value is based on the reported level of the index derived from the opening or closing prices
{depending on the options series) of the constituent securities on the last prior day that is scheduled as a trading day. If a
particular constituent security does not open for trading on the day the exercise settlement value is determined, the last
reported price of that security is used. Other means for determining the exercise settlement values of some index options
series have been, and may continue to be, established. For example, the exercise settlement values for options on an index
of forcign securities may be fixed in relation to a value fixed by a foreign exchange.

Investors should be aware that the exercise settlement value of an index option that is derived from the opening prices of the
constituent securities may not be reported for several hours following the opening of trading in those securities. A number
of updated index levels may be reported at and after the opening before the exercise scttlement value is reported, and there
could be a substantial divergence between those reported index levels and the reported exercise settlement value.

Investors should also be aware that there is no single opening or closing price for securities primarily traded in the
NASDAQ stock market. A price of a NASDAQ security that is used in determining the level on a particular day of an
index that includes the security will not necessarily be the price at which a majority of opening or closing trades in that
security were effected on that day.

The principal risks of holders and writers of index options are discussed in Chapter X. Readers interested in buying or
writing index options should carefully read that chapter, particularly the discussions under the headings "Risks of Option
Holders,” "Risks of Option Writers,” "Other Risks," and "Special Risks of Index Options.”

CHAPTER V
DEBT OPTIONS

Two kinds of debt options have been approved for trading at the date of this booklet. One kind, called price-based
options, are options which give their holders the right cither to purchase or sell a specified underlying debt security or to
receive a cash settlement payment based on the value of an underlying debt security (depending on whether the options are
physical delivery or cash-settled options). The other kind, called vield-based options, are options that are cash-settled based
on the difference between the exercise price and the value of an undertying vield. The distinctions between price-based and
vield-based options are fundamental and should be understood by readers interested in investing in debt options.




At the date of this booklet, only yield-based options are being traded. Although price-based options have traded in the past
and may be traded in the future, no price-based option is traded at the date of this booklet.

The principal risks of holders and writers of debt options are discussed in Chapier X. Readers interested in buying or
writing debt options should not only read this chapter but should also carefully read Chapter X, particularly the discussions
under the headings "Risks of Option Holders," "Risks of Option Buyers," "Other Risks,” and "Special Risks of Debt
Options."

RATES, YIELDS AND PRICES OF DEBT SECURITIES

To understand debt options, an investor should understand the relationship between the rates or vields, which are
different ways of expressing return on debt securities, and prices of debt securities. (Coupon interest rates of a debt security
express return as a percentage of the principal amount (par value) of the security. Yields express return (or projected
return) as a percentage of the amount invested.) This relationship, simply stated, is that prices of debt securities
move inversely to changes in rates. Declining rates, whether on long-term bonds or money market instruments, will
generally cause prices of outstanding debt securities to increase. Conversely, rising rates across a particular maturity
spectrum will generally cause the prices of outstanding debt securities of that maturity to decline.

EXAMPLE: A 30-year Treasury bond pays interest at a 12% coupon rate. The only time prior to maturity
that investors will pay a price of 100 (that is, 100% of par value) for the bond is when the prevailing yield on such
long-term Treasury bonds is exactly 12%. Should rates move higher to, say, 14% for such Treasury bonds, the price of an
outstanding 12% bond would have to decline to about 86 in order for the bond to vield 14%. If rates on such bonds
subsequently decline to 10%, the price of the 12% bond could be expected to rise substantially above par, since it would
vield 10% at a price of 120.

Price-based call options become more valuable as the prices of the underlving debt securities increase, and price-based puts
become more valuable as the prices of the underlying debt securities decline. The relationship between interest rate
changes, prices, and the value of price-based debt options can be expressed as follows:

Interest Rates (Yields) /=Prices = Call -Put /
Interest Rates (Yields) =Prices /= Call /Put -

In contrast, the exercise settlement value of a yield-based option is based on the difference between the value of
an underdying vield and the exercise price of the option. Since the underlying yields of yield-based options will increase as
interest rates increase, and vice-versa, it follows that vield-based calls become more valuable as vields rise (i.e., as the
prices of the debt securities from which the underlying vield is derived decling), and puts become more valuable as vields
decline (and prices of such securities increase). These relationships can be expressed as follows:

Interest Rates (Yields) /=Prices -=Call /Put -
Interest Rates (Yields) =Prices /=Call -Put /

TREASURY SECURITIES

The underlying debt securities of price-based options and the debt securities from which the underlying vields of
vield-based options are derived are all Treasury securities — e.g., 30-year Treasury bonds, 10-year Treasury notes, 5-year
Treasury notes and Treasury bills.

Treasury bonds and notes are direct obligations of the United States that pay a fixed rate of interest semi-annually. Bonds
are issued for maturitics of more than ten years (although many issues are callable prior to maturity). Notes are issued for
maturities of one to ten years, and are non-callable. New issues of bonds and notes are sold periodically by the Treasury,
usually on an auction basis. The auction price is established by bidding and may be above or below par value.

Occasionally the Treasury will "reopen” an outstanding issue by auctioning additional principal amounts. Government
securities dealers make secondary markets in virtually all outstanding issues, but market activity and liquidity tend to center



on the most recently auctioned issues.

Unlike Treasury bonds and notes, Treasury bills do not pay interest. Instead, the Treasury sells bills at a discount from
their principal amount (par valug). The investment return consists of the difference between the discounted purchase price
and the principal amount payable at maturity. Treasury bills are issued in maturities of 13, 26 or 52 weeks.

Return on Treasury bills is commonly expressed in terms of a discount rate which represents an annualization (based on a
360-day year) of the percentage discount at which the bills are sold.

EXAMPLE: If a 13-week (91-day) Treasury bill with a principal amount of $1,000,000 is sold for $970,000,
the actual discount would be $30,000 or 3% and the discount rate would be approximately 11.9% (360/91 times 3%).

Bills are auctioned by the Treasury on a regular basis, typically at weekly intervals for 13-week and 26-week bills and
every four weeks for 52-week bills. While dealers maintain secondary markets in all outstanding Treasury bills, activity
tends to center in the most recently auctioned issues. These are commonly referred to as the "current" 13-week, 26-week,
and "year" bills, respectively.

YIELD-BASED OPTIONS

All vield-based options being traded at the date of this booklet are cash-settled European-style options.

The underlying yield of these options is the annualized yield to maturity of the most recently issued Treasury security of a
designated maturity — e.g., 30-year, 10-year, 5-year — based upon quotations or prices determined in accordance with a
method specified by the options market on which the option is traded. If such security is a Treasury bill, the underlying
vield is the annualized discount of the Treasury bill. (A discount represents a percentage of principal amount, rather than a
return on investment, and is therefore not a true yield.) Underlying vield is stated in terms of a vield indicator, which is the
percentage vield multiplied by ten. For example, if the vield is based on a Treasury bill having an annualized discount of
8.715%, the vield indicator would be 87.15.

The designated maturity of the Treasury security from which the underlying vield is determined is a standardized term of
every vicld-based option that is traded at the date of this booklet. The specific Treasury security having that maturity is not
fixed, rather, the underlying yield is derived from the outstanding security of the designated maturity that has the longest
remaining life. Newly-auctioned securities having the longest remaining life will replace old issues on the first trading day
following their auction. Thus, the specific Treasury security from which the underlying yield is derived may change during
the life of the option. Because yield-based options are European-style options, investors ordinarily will know prior to the
time an option is exercisable the specific Treasury security from which its exercise settlement value will be determined.
However, an option may often be traded for weeks or months before that specific security is auctioned by the Treasury.
During that time, trading in the option will be based upon the yield for the Treasury security of the designated maturity that
then has the longest remaining life.

EXAMPLE: Yicld-based options whose vield is based on 5-year Treasury notes expiring in December are
opened for trading on the business day following the September auction of 5-year notes. Trading in the options will be
based upon current vields for the September issue until the October auction of 5-year notes. Beginning on the trading day
following the October auction, trading will be based upon current vields for the new 3-vear notes. The same process will
occur in November. If the options expire on or after the auction date for 5-year notes in December, their exercise settlement
value will be based upon the then current vield for the December issue.

Current bid and asked quotations for recently issued Treasury securities of particular maturities are available from normal
market sources. Current vield indicator values based upon a sampling of bid and asked quotations from primary dealers are
disseminated at frequent intervals during the trading day by an options reporting source. Exercise settlement values for
vicld-based options whose underlying vields are derived from Treasury securities are based upon the spot vield for the
security at a designated time on the last trading day of the option, as announced by the Federal Reserve Bank of New York.

The aggregate cash settlement amount that the assigned writer of a yield-based option is obligated to pay the exercising
option holder is the difference between the exercise price of the option and the exercise settlement value of the underlying




vield on the last trading day before expiration, as reported by a designated reporting authority, multiplied by the multiplier
for the option. Different yield-based options may have different multipliers.

The exercise prices of vield-based options are expressed in terms of the vield indicator. For example, an exercise price of
82.50 would represent a yield of 8.25%.

Each point of premium will correspond to .1% in vield. The dollar value of the premium for a single yield-based option will
equal the quoted premium multiplied by the dollar value of the option multiplier. Thus, a premium of 2 would equal a
premium of $250 for an option having a multiplier of 100, or $5000 for an option having a multiplier of 2000.

The premiums of yield-based options are affected by the factors discussed under "Premium” in Chapter I1I. Because
vield-based options are Furopean-style options and the underlying vield is determined from the most recently auctioned
Treasury security with the longest remaining life, a major factor affecting the pricing of such options is likely to be the
estimates of market participants of the anticipated yield at expiration, and current yield may be a less significant pricing
factor.

Settlement of exercises of vield-based options takes place on the business day immediately following the day of exercise.
Investors may determine from their brokerage firms when and how settlement amounts will be credited or debited to their
brokerage accounts.

If the U.S. Department of the Treasury ceases to issue, or changes the terms or the schedule of issuance of, Treasury
securities of a designated maturity, an adjustment panel has discretion to adjust the terms of the series by substituting other
Treasury securities or to make such other adjustment as the adjustment panel may determine. If the options market on
which a particular vield-based option is traded should decrease the multiplier for the option, the adjustment panel has
discretion to adjust outstanding options affected by the change by proportionately subdividing them or by taking other
action.

Rules of the options market on which yield-based options are traded may permit or require suspension of trading in the
options if current quotations for the last-auctioned Treasury securities of the designated maturity become unavailable or
unreliable. For a discussion of the risks involved in trading halts, see the discussion in Chapter X under "Other Risks.”

CHAPTER VI
FOREIGN CURRENCY
OPTIONS

Foreign currency options — sometimes referred to simply as currency options — are options to purchase or sell one
currency at a price denominated in another currency. The price of one currency in terms of another currency is known as
an exchange rate. The exercise price of a currency option thus represents an exchange rate. The currency in which the
premium and exercise price are denominated 1s referred to as the trading currency. The currency to be purchased or sold at
the exercise price is the underlying currency.

Certain of the foreign currency options discussed in this chapter, which are referred to as dollar-denominated foreign
currency options, are options to purchase or sell underlying foreign currencies for U.S. dollars, and their exercise prices
represent the exchange rates of the underlying foreign currencies with respect to the U.S. dollar. Other options (which are
referred to as cross-rate foreign currency options or cross-rate options) that are discussed below under "Cross-Rate Foreign
Currency Options” are options to purchase or sell an underlying foreign currency at an exercise price that is denominated in
another foreign currency. The exercise price of a cross-rate option therefore represents an exchange rate between two
foreign currencies.




While most of the foreign currency options that are traded at the date of this booklet are physical delivery options, trading
has been introduced in cash-settled foreign cumrency options. ‘These options are discussed below under "Cash-Settled
Foreign Currency Options."”

The term "foreign currency” includes not only the currencies of individual nations, but also the European Currency Unit
("ECU"). The ECU, which is composed of specified amounts of various European currencies, 1s the official medium of
exchange of the Furopean Economic Community's European Monetary System and is primarily intended for use in
international commerce. As used in this booklet, the term "sovereign government” includes the FEuropean Economic
Community.

The principal risks of holders and writers of foreign currency options are discussed in Chapter X. Readers interested in
buying or writing foreign currency options should not only read this chapter but should also carefully read Chapter X,
particularly the discussions under the headings "Risks of Option Holders," "Risks of Option Buyers," "Other Risks,” and
"Special Risks of Foreign Currency Options."

MARKET FOR FOREIGN CURRENCIES

Understanding the risks inherent in foreign currency options requires familiarity with the characteristics of the
markets for the underlying currencies. Readers will find extensive literature on the subject, and this chapter can do no more
than briefly summarize the most fundamental characteristics of those markets as they pertain to foreign currency options.

Foreign exchange rates can be free floating or may be subject to a variety of formal or informal governmental exchange rate
control mechanisms. Exchange rates of most Western nations are permitted to fluctuate in value relative to the U.S. dollar
and to cach other. It must be kept in mind, however, that sovercign governments rarely voluntarily allow their currencies to
float freely in response to economic forces. To the contrary, sovereign govemments use a variety of techniques, such as
intervention by a country's central bank or imposition of regulatory controls, to affect the exchange rates of their currencies.
Thus, a special risk in trading options on foreign currencies is that governmental actions might be instituted which could
interfere with freely determined currency valuation or even with movement of currencies across borders. These risks are
specifically addressed under "Special Risks of Foreign Currency Options” in Chapter X.

The market in foreign currencies exists in every large financial center in the world, and primarily consists of trading by the
world's international banks. In contrast to the stock market, the market for foreign currencies is decentralized, essentially
free from government regulation designed to protect investors (although, as noted above, governments may take various
actions that affect their own currencies and the markets on which they are traded), and extremely large. Trading is
generally conducted in units equivalent to $1 million to $5 million, and the market is not structured for trading or delivery of
small amounts of currency. While a "retail market™ for forcign currencies is available for tourists and others engaged in
smaller transactions, the prices available in that market are only generally related to prices in the "wholesale” interbank
market, and it is unlikely that the prices in the retail market will be as favorable as the prices for transactions in large
amounts of foreign currency.

SPECIAL CHARACTERISTICS OF FOREIGN CURRENCY OPTIONS

Foreign currency options, like other options, provide opportunities for investment and pose risks to investors as a
result of fluctuations in the value of the underlying interest. Just as certain options on equity securities are priced in relation
to the price of the underlying security, dollar-denominated foreign currency option prices will generally depend in significant
part on the U.S. dollar value of the underlying foreign currency. Similarly, the prices of cross-rate options will tend to
depend on the relative values of the underlying currency and the trading currency.

The relationship between the value of an underlying foreign currency relative to the trading currency and the prices of
options on that underlying foreign currency can be summarized as follows:

1. If the value of an underlying foreign currency rises in relation to the trading currency, call premiums will normally
increase and put premiums decrease.



2. If the value of an underlying foreign currency decreases in relation to the trading currency, call premiums will normally
decrease and put premiums increase.

EXAMPLE: Assume a dollar-denominated call option gives its holder the right to purchase British pounds at
$1.35 cach. At expiration, that option will have intrinsic value if the price of the British pound is above $1.35. At the same
time, it will have no intrinsic value if the price of the pound is equal to or below $1.35. The change in the price of British
pounds may result from a change in the value of the U.S. dollar relative to all other currencies ("strong” dollar, "weak"
dollar), from a change peculiar to the British pound ("strong” pound, "weak" pound), or from a combination of the two. In
any case, the final measure of the intrinsic value of the option will be the value of the British pound relative to the U1.S.
dollar.

EXAMPLE: Assume a cross-rate call option gives its holder the right to purchase British pounds at 2.50
German marks ("DM") each. At expiration, that option will have intrinsic value if the price of the British pound in German
marks is above DM2.50. It will have no intrinsic value if the price is equal to or below DM2.50 at that time. Changes in
the exchange rate between German marks and British pounds may result from changes in the value of German marks
relative to other currencies generally, from changes in the value of the British pound, or from a combination of the two. In
any case, the intrinsic value of the option will be determined by the value of the British pound relative to the German mark,
and not to the U.S. dollar or any other currency. However, as is noted in the following section, fluctuations in the value of
the trading currency relative to other currencies may significantly affect investors who intend to convert their gains or losses
into one of those other currencies.

Readers should note that the various expiration dates for foreign currency options are different from the expiration dates for
options on other underlying interests. Readers should determine the expiration date of each foreign currency option they
wish to buy or write.

SPECIAL FEATURES OF
DOLLAR-DENOMINATED
FOREIGN CURRENCY OPTIONS

The amount of the foreign currency underlying cach foreign currency option (7.e., the unit of trading) is specified by
the options market on which the option is traded.

Exercise prices for currently available dollar-denominated options on foreign currencies other than the Japanese ven are
stated in U.S. cents per unit of foreign currency. Exercise prices for dollar-denominated Japanese yen options are expressed
in hundredths of U.S. cents per unit. In order to determine the total exercise price per contract, it is necessary to multiply
the stated exercise price by the unit of trading of the particular option.

EXAMPLE: A dollar-denominated put covering 31,250 British pounds with an exercise price of 130 would
entitle the holder to sell the underlying pounds for an aggregate exercise price of $40,625 ($1.30 multiplied by 31,250).

EXAMPLE: A dollar-denominated call covering 6,250,000 Japanese yen with an exercise price of 94 would
entitle the holder to buy the underlying ven for an aggregate exercise price of $58,750 ($.0094 multiplied by 6,250,000).

Because the issuer of a particular foreign currency may unilaterally issue a new currency to replace its existing currency or
alter the exchange rate or exchange characteristics of its existing currency with respect to other currencies, an adjustment
panel has the discretion to adjust the terms of the options on such foreign currency. (At the date of this booklet, the
representative of OCC on an adjustment panel has the power to vote on adjustments to all foreign currency options whether
or not the votes of the other panel members result in a tie.) Ordinarily, the terms of foreign currency options will not be
adjusted to reflect a devaluation or revaluation of a currency. The monetary authorities of the Furopean Economic
Community may change the weighting and identity of the currencies comprising the ECU from time to time. Except in
extraordinary circumstances, the terms of ECU options will not be adjusted to reflect such changes.

Premiums for currently available dollar-denominated options on foreign currencies other than the French franc and the



Japanese yen are expressed in U.S. cents per unit of foreign currency.

EXAMPLE: If a dollar-denominated option covering 62,500 Swiss francs is purchased at a premium of .81,
the cost of the option will be $506.25 (.81 cents, or $.0081, times the unit of trading of 62,500).

Premiums for currently available dollar-denominated French franc options are expressed in tenths of U.S. cents.

EXAMPLE: If a dollar-denominated option covering 250,000 French francs is purchased at a premium of .65,
the cost of the option will be $162.50 (.065 cents, or $.00065, times the unit of trading of 250,000).

Premiums for currently available dollar-denominated Japanese yven options are expressed in hundredths of U.S.
cents.

EXAMPLE: If a dollar-denominated option covering 6,250,000 Japanese yen is purchased at a premium of
.42, the cost of the option will be $262.50 (.0042 cents, or $.000042, times the unit of trading of 6,250,000).

Settlement of exercises of physical delivery dollar-denominated and cross-rate options is significantly different from
settlement of exercises of other types of options. The following is a description of the settlement procedures pertaining to
such options.

Exercises are settled through the facilities of OCC. For this purpose, OCC has established banking arrangements
permitting it to receive and deliver each underlying foreign currency in the country of ongin in satisfaction of option
exercises. (FExercises and assignments of ECU options settle within a country or countries designated by OCC.) Clearing
Members ordinarily deliver or receive foreign currency on the fourth business day after exercise that is also a banking day
for OCC's correspondent bank in the country of origin. In the case of dollar-denominated options, cash settlement between
OCC and Clearing Members (i.e., payment or receipt of the net exercise price for each day's exercises) takes place in the
United States or other locations approved by OCC. In some cases, a wholly-owned subsidiary of OCC — The Intermarket
Clearing Corporation — which has the same settlement procedures as OCC, may act as OCC's agent in making foreign
currency settlements with Clearing Members.

For purposes of settlement between an investor and his brokerage firm, applicable rules require a holder exercising a
physical delivery put option and an assigned writer of a physical delivery call option to arrange for the deposit of the
requisite units of the underlying foreign currency into a designated bank account in the country issuing that currency no
later than the time by which OCC requires delivery to it of foreign currency by its Clearing Members. Through this
procedure, investors ordinarily rely upon their brokerage firms to make settlement with them. However, OCC has
established procedures whereby Clearing Members may permit customers to make settlement directly with an OCC
correspondent bank. (At the date of this booklet, such procedures are not yet available in the case of cross-rate options.)
Investors should consult their brokerage firms with respect to these procedures.

At the date of this booklet, OCC expects, subject to regulatory approval, to adopt exercise settlement procedures whereby
OCC's obligation to deliver or pay for underlying foreign currencies in satisfaction of option exercises may be discharged
by transferring the foreign currency to be delivered, or the net exercise price for foreign currency to be received, to an OCC
correspondent bank that is obligated to complete the settlement. Brokerage firms and their customers would then be relying
on the correspondent bank to deliver or pay for the underlying foreign currency.

If OCC should determine that forsion povernmental restrictions or taxes would prevent the orderly settlement of delivery
foreign currency option exercises or would result in undue burdens on OCC or its Clearing Members, OCC has the
authority to impose special exercise settlement procedures. These could range from technical changes in delivery
procedures to the fixing of U.S. dollar settlement prices. OCC's authority to fix cash settlement prices for foreign currency
options applies to both calls and puts. Thus, OCC could authorize exercising foreign currency put holders, as well as
assigned call writers, to pay a U.S. dollar settlement price in licu of delivering the underlying foreign currency. However,
OCC also has the authority to prohibit exercises of foreign currency puts by holders who would be unable to deliver the
underlying foreign currency. The potential effects of such a prohibition are discussed in paragraph 5 under "Risks of
Option Holders" in Chapter X. If special exercise settlement procedures are imposed, investors may determine the nature of




such procedures from their brokers.

CROSS-RATE
FOREIGN CURRENCY OPTIONS

As noted at the beginning of this chapter, a cross-rate foreign currency option is an option to purchase or sell a
foreign currency at an exercise price that is denominated in another foreign currency. An example of a cross-rate option is
an option to purchase British pounds at an exercise price denominated in Japanese yen — that is, the trading currency
would be the Japanese yen and the underlying currency would be the British pound. The exercise price would be expressed
as a certain number of yven per pound. Premiums for cross-rate options are denominated in the trading currency. Thus, in
the above example, premiums would be in yen.

The cross-rate options that have been approved for trading as of the date of this booklet are physical delivery
European-style options. It is possible that other kinds of cross-rate options will be traded in the future.

Investors in cross-rate options should bear in mind that the magnitude and direction of any change in the value of the
underlying currency in relation to the trading currency may be quite different from the magnitude and direction of any
contemporaneous change in the value of either of those currencies in relation to a third currency, such as the U.S. dollar.
Thus, for example, the British pound may appreciate in relation to the Japanese yen at the same time that the pound
depreciates in relation to the U.S. dollar. As discussed in Chapter X under "Special Risks of Cross-Rate Options," this is of
particular significance to investors who intend to convert their profits or losses on cross-rate options into U.S. dollars.

All of the previous discussion in this chapter relating to foreign currency options in general applies equally to cross-rate
options except to the extent that it is specifically limited to dollar-denominated options. Certain special features of
cross-rate options are discussed below.

SPECIAL FEATURES OF
CROSS-RATE OPTIONS

The amount of the foreign currency underlying each cross-rate option (i.e., the unit of trading) is specified by the
options market on which the option is traded.

The exercise price of a physical delivery cross-rate option is the price (denominated in the trading currency) at which the
underlying currency may be purchased or sold upon exercise of the option. Exercise prices for cross-rate options are
generally expressed in terms of units (or fractions of units) of the trading currency per unit of the underlying currency.
Therefore, in order to determine the total exercise price per contract, it is necessary to multiply the stated exercise price by
the unit of trading of the particular option.

EXAMPLE: The exercise prices of yen-denominated options covering underlying German marks are expressed
in yen per mark. Therefore, a put covering 1,000,000 German marks with an exercise price of 93 Japanese yen ("JY")
would entitle the holder to sell the underlying marks for an aggregate exercise price of JY 93,000,000 (JY93 multiplied by
1,000,000).

The discussion in this chapter of adjustments under the caption "Special Features of Foreign Currency Options” is
applicable also to cross-rate options, except that adjustments in the terms of cross-rate options might be made to reflect
events affecting the trading currency as well as events affecting the underlying currency.

Premiums for currently available cross-raic options are expressed in units and decimals of the trading currency per unit of
the underlying currency.

EXAMPLE: If a yen-denominated option covering 500,000 British pounds is purchased at a premium of 2.63,
the cost of the option will be JY 1,315,000 (JY2.63 times the unit of trading of 500,000).



Premium settlements of cross-rate options are effected in a trading currency other than U.S. dollars. Similarly, in the event
of exercise, the exercise price is paid in the trading currency. OCC has established banking arrangements permitting it to
receive and pay foreign cumencies in the country of origin for purposes of both premium and exercise settlement of
cross-rate options between OCC and its Clearing Members. Cusiomers ordinarily setile with their brokerage firms,
although OCC may establish procedures whereby Clearing Members may permit customers to make exercise settlement
directly with an OCC correspondent bank. Each customer should consult his brokerage firm to determine the procedures
and time requirements for payment of foreign currencies on settlement of transactions in, and exercises of, cross-rate
options.

If OCC should determine that foreign governmental restrictions or taxes or other events beyond the control of OCC would
prevent the orderly settlement of exercises of, or premium payments with respect to transactions in, cross-rate options or
would result in undue burdens on OCC or its Clearing Members, OCC has the authority to impose special settlement
procedures. These could range from technical changes in payment procedures for the trading currency or underlying foreign
currency to the fixing of U.S. dollar settlement prices payable in lieu of either currency. OCC also has the authority to
prohibit exercises of cross-rate options by holders who would be unable to meet the settlement obligations resulting from the
exercise. The potential effects of such a prohibition are discussed in paragraph 3 under "Risks of Option Holders" in
Chapter X. If special exercise settlement procedures are imposed, investors may determine the nature of such procedures
from their brokerage firms.

CASH-SETTLED FOREIGN
CURRENCY OPTIONS

At the date of this booklet, cash-settled forecign currency options arc also traded. These options are
dollar-denominated, European-style options. Each cash-settled foreign currency option has an expiration date not more than
approximately two weeks following the initiation of trading in the option. Cash-settled foreign currency options having
longer expirations may be traded in the future.

The discussion above in this chapter relating to dollar-denominated foreign cumrency options generally applies to
cash-settled foreign currency options except to the extent that such discussion specifically applies to physical delivery
options.

The contract size of a cash-settled foreign currency option, like the size of other foreign currency options, is expressed in
terms of the amount of the underlying currency covered by the option.

EXAMPLE: If the exercise price of a cash-settled call option on German marks is 60 (expressed as U.S. cents
per mark), the exercise settlement value of the underying currency is reported as 65, and the unit of trading is 62,500
marks, then the cash settlement amount of the option will be (3.65 minus $.60) multiplied by 62,500 = $3,125.

A cash-settled foreign currency option that, based on its exercise settlement value, is in the money on the expiration date
will be automatically exercised on the expiration date. In the future, cash-settled foreign currency options may provide that
they will be automatically exercised only if they are in the money by a specified amount on the expiration date.

At the date of this booklet, the exercise settlement value for cash-settled foreign currency options is based upon bid and
offer quotations from a sampling of participants in the interbank spot market for the underlying foreign currency at a
specified time on the expiration date. The time as of which the exercise settlement value is calculated and the method of
calculation is determined by the options market on which the options are traded and may be changed by it at any time. Any
such change may be made applicable to options outstanding at the time of the change.

Another special feature of cash-settled foreign currency options having an expiration date of not more than two weeks
following the initiation of trading is that option writers must deposit required margin with their brokerage firms within two
business days of the trade date. It should be noted that this is a shorter period than the normal period required for other
options transactions.



CHAPTER VII
FLEXIBLY STRUCTURED
OPTIONS

Flexibly structured options, like the other options discussed in this booklet, are traded on the U.S. options markets
and are issued by OCC. However, unlike other options, the terms of flexibly structured options are not all standardized.
When a flexibly structured option is purchased and sold in an opening transaction, the parties to the transaction have the
flexibility, within limitations sct forth in the rules of the options market on which the transaction occurs, to fix certain of the
option's terms. The terms of a flexibly siructured option which may be fixed by the parties are called variable terms. The
flexibility to fix these variable terms 1s what makes flexibly structured options different from other options.

The principal risks of holders and writers of flexibly structured options are discussed in Chapter X. Readers who are
interested in buying or writing flexibly structured options should read not only this chapter but also all of Chapter X.

Because many of the terms of flexibly structured options are not standardized, it is less likely that there will be an active
secondary market in which holders and writers of such options will be able to close out their positions by offsetting sales
and purchases. See paragraph 1 under "Special Risks of Flexibly Structured Options" in Chapter X.

The trading procedures established by the options markets for transactions in flexibly structured options differ from the
procedures for transactions in other options. Readers desiring information about the trading procedures of an options
market for flexibly structured options may obtain that information from that market.

The options markets may fix minimum size or minimum monetary values for transactions in flexibly structured options.
Flexibly structured options may be useful to sophisticated investors seeking to manage particular portfolio and trading risks.
However, as a result of these minimums, as well as the special trading procedures and reduced likelihood of there being a
secondary market, flexibly structured options transactions are not suitable for investors who are not financially able to bear
the risks of maintaining such minimum positions in flexibly structured options.

SPECTAL FEATURES OF FLEXIBLY STRUCTURED OPTIONS

DESIGNATION OF TERMS — 'The parties to an opening transaction in flexibly structured options may
designate the option's variable terms in accordance with the rules of the options market where the transaction occurs.
Included among the terms that an options market may identify as variable terms are the specification and amount of the
underlying interest, whether the transaction involves a put, call or spread, the style of the option, the exercise price, the cap
interval of a capped option, the expiration date, the method for determining the exercise settlement value of a cash-settled
option that is exercised on the expiration date, the settlement currency of a cash-settled option, the premium currency, and
the trading currency of a foreign currency option.

Only those terms identified as variable terms by the options market where the opening transaction occurs may be designated
by the parties. All other terms are standardized in accordance with the rules of OCC and the options market. The rules of
an options market may impose limitations on the variable terms which the parties may designate. For example, an options
market may require that the expiration date of a flexibly structured option not fall within a specified period of time or that
the life of the option not exceed a maximum permissible term. As another example, if the exercise settlement value of an
index option is based on a specified average, an options market may require that the average conform with the averaging
parameters established by the market. In addition, the underlying interest, the settlement currency, the premium currency
and the trading currency, may be designated only from those available for flexibly structured options on the options market,



and an options market may require that the premium currency be the same as the setflement currency.

MINIMUM SIZE REQUIREMENTS — Every transaction in flexibly structured options must satisfy the
minimum size or monetary value requirements of the options market where the transaction occurs. The minimum
requirements may be larger for an opening transaction in a series in which there is no open interest than for other
transactions (whether opening or closing) in that series. An options market may also impose minimum size or monetary
value requirements on exercises of flexibly structured options. Information as to such minimums may be obtained from the
options market where the options are traded.

POSITION and EXERCISE LIMITS — The options markets may establish special position and exercise limits
for flexibly structured options. Such limits may differ from the limits applicable to other options, although an options
market may require that positions in certain flexibly structured options be aggregated with positions in certain other options.

Information concerning position and exercise limits of particular flexibly structured options may be obtained from the
options market where the options are traded or from brokerage firms.

TRADING PROCEDURES — The trading hours and trading procedures for flexibly structured options may
differ from the trading hours and procedures for other options. These special procedures may mean that the market-making
systems that are applicable to other options may not be applicable to flexibly structured options, that there may not be
continuous quotations for flexibly structured options, and that quotations may be provided only in response to a specific
request as the basis for trading with the party making the request.

EXERCISES and SETTLEMENTS — In general, the exercise, assignment and settlement of flexibly structured
options occurs in the same manner as, and are subject to the same time frames and procedures that are applicable to, other
options of the same style and having the same underlying interest. See Chapter VIII. However, unlike most other options,
flexibly structured options (other than foreign currency options) that are in the money on the expiration date may be
exercised automatically. In the future it may be provided that flexibly structured options will be exercised automatically
only if they are in the money by a specified amount.

EXERCISE SETTLEMENT VALUE — The method of determining the exercise settlement value on the
expiration date of a flexibly structured index option is a variable term that is fixed by the parties in their opening
transaction. For example, the parties may specify that such exercise settlement value will be determined with reference to
opening prices of the constituent securities of the index, their closing prices, an average of their high and low prices, an
average of opening and closing prices, an average over a stated period of time, or another average that conforms with the
parameters established by the options market. However, under the OCC rules in effect at the date of this booklet, the
method of determining the exercise settlement value for an exercise that occurs on a day other than the expiration date is not
a variable term. The exercise settlement value for such exercises of flexibly structured index options will be the value
derived from the closing prices of the constituent securities on the day of exercise (as reported by the reporting authority),
and the exercise settlement value of other flexibly structured options will be determined in the same manner as it is
determined for other options on the same underlying interest that are traded on the options market where the opening
transaction in the flexibly structured option occurred.

SETTLEMENT CURRENCY — The settlement currency may be a variable term to be fixed by the parties out
of those currencies specified by the options market on which the transaction occurs as being available for flexibly structured
options. The settlement currency may be the currency in which the premium is payable. In addition, brokerage firms may
require their customers to make margin payments in the settlement currency.

If the settlement currency and premium currency are not U.S. dollars, settlement of premiums and exercises is generally
made through the procedures and arrangements established by OCC for cross-rate foreign currency options. See "Special
Features of Cross-Rate Options” in Chapter VI. If ECUs are the settlement currency, scttlements can occur in the country
or countries designated by OCC.

CHAPIER VIII
EXERCISE AND



SETTLEMENT

Although most option holders and writers close out their options positions by an offsctting closing transaction,
investors should nonetheless be familiar with the rules and procedures applicable to exercise. Such an understanding can
help an option holder determine whether exercise might be more advantageous than an offsetting sale of the option. An
option writer needs to understand exercise procedures because of the possibility of being assigned an exercise. Once an
exercise of an option has been assigned to an option writer — even though he may not vet have been notified of the
assignment — the writer can no longer effect a closing transaction in that option but must instead purchase or sell the
underlying interest for the exercise price (or, in the case of a cash-settled option, pay the cash settlement amount).

HOW TO EXERCISE

The period during which an option is exercisable depends on the styvle of the option. This is discussed under "Style
of Option" in Chapter IL.

In order to exercise most options traded at the date of this booklet, action must be taken by the option holder prior to the
expiration of the option. However, some options may be subject to automatic exercise. For example, capped options are
subject to automatic exercise if the automatic exercise value of the underlying interest hits the cap price for the option, and
certain other options are subject to automatic exercise at expiration if they are then in the money (or, in the case of some
options, in the money by a specified amount).

To exercise an option that is not subject to automatic exercise, the holder must direct his brokerage firm to give exercise
instructions to OCC. In order to ensure that an option is exercised on a particular day, the holder must direct his brokerage
firm to exercise before the firm's cut-off time for accepling exercise instructions for that day. Different firms may have
different cut-off times for accepting exercise instructions from customers, and those cut-off times may be different for
different options.

A brokerage firm's cut-off time for accepting exercise instructions becomes critical on the last trading day before an option
expires. An option that expires unexercised becomes worthless. An option holder who intends to exercise an option before
expiration must give exercise instructions to his brokerage firm before the firm's cut-off time for accepting exercise
instructions on the last trading day before expiration. Many brokerage firms accept standing instructions to exercise, or
have procedures for the exercise of, every option which is in the money by a specified amount at expiration. These
procedures often incorporate by reference OCC's administrative procedures that provide for the exercise of every option that
is in the money by a specified amount at expiration unless the Clearing Firm carrying the option in its accounts instructs
OCC not to exercise the option. Investors should determine from their brokerage firm the applicable cut-off times, the
firm's procedures for submitting exercise instructions, and whether any of their options are subject to automatic exercise.
Investors should also determine whether the exercise of their options is subject to standing instructions of their brokerage
firm, and, if so, they should discuss with the firm the potential consequences of such instructions.

In highly unusual circumstances (e.g., where a brokerage firm is unable to receive instructions from its customers), a firm
may be authorized under applicable rules to make an exception to its regular cut-off time. However, in order for an option
to be exercised, the brokerage firm must in any event pass on its customer's exercise instructions to OCC before expiration.
OCC may allow exercises for a limited time after expiration in the unlikely event that OCC is unable to follow its normal
procedures for receiving exercise instructions from Clearing Members on the expiration date. Subject to that very limited
exception, OCC has no authority to extend the expiration of any option.

Once an exercise instruction is given by a Clearing Member to OCC, it cannot ordinarily be revoked except to correct a
bona fide error that is specified in a request filed by the Clearing Member prior to a deadline specified in OCC's rules.

ASSIGNMENT

OCC assigns exercises in standardized lots to Clearing Member accounts that reflect the writing of options identical
to the exercised options. A description of OCC's assignment procedures is available from OCC on request at the address



set forth in paragraph 1 of Chapter XI of this booklet. Assignments are ordinarily made prior to the commencement of
trading on the business day following receipt by OCC of the exercise instruction. In the case of options traded in evening
sessions, exercise instructions received by OCC on a business day are ordinarily assigned prior to the opening of trading in
that day's evening session.

If exercises are assigned by OCC to a Clearing Member's customers’ account, the Clearing Member must then assign them
to customers maintaining positions as writers of the exercised options series. The rules of the options markets require their
member firms to allocate assignments to customers either on a random selection basis or on a "first-in, first-out” basis and
to inform their customers which method is used and how it works. Regardless of the method used, option writers are
subject to the risk each day their options are exercisable that some or all of them may be assigned. (See the discussion in
Chapter X under "Risks of Option Writers.")

It is possible that an option writer will not receive notification from its brokerage firm that an exercise has been assigned to
him until one or more days following the date of the initial assignment to the Clearing Member by OCC. This creates a
special risk for uncovered writers of physical delivery call stock options. This is discussed in paragraph 8 under "Risks of
Options Writers” in Chapter X and under "Settlement” in this chapter.

SETTLEMENT

Settlements between brokerage firms or their agents on virtually all exercised physical delivery stock options are
routinely handled through stock clearing corporations in much the same way as ordinary purchases and sales of the
underlying equity security. Promptly after the exercise and assignment of a physical delivery stock option, OCC reports it
to the designated stock clearing corporations of the Clearing Members representing the exercising holder and the assigned
writer. If neither stock clearing corporation rejects the transaction by a time specified in their agreements with OCC,
settlement is effected pursuant to the rules of those clearing corporations, and OCC has no further responsibility to cither
the exercising holder or the assigned writer.

In a few cases — which usually occur because an underlying equity security is no longer eligible for clearance through a
stock clearing corporation — settlements calling for the delivery of that security are made directly between Clearing
Members. OCC's rules provide protect procedures for exercise settlements made directly between Clearing Members that
involve the delivery of securities which either have been called for redemption, are due to expire or with respect to which a
call or expiration date is impending, or are subject to an offer which will expire, if the expiration time (as defined in OCC's
rules) is on or after the exercise settlement date for the option. Under these protect procedures, the Clearing Member
entitled to receive the securities may give a liability notice to the delivering Clearing Member by a specified cut-off time
prior to the expiration time. If a liability notice is so given and the securities are not delivered sufficiently in advance of the
expiration time to permit the receiving Clearing Member to obtain their benefit, the delivering Clearing Member will be
liable for any resulting damages. If the failure to deliver was the fault of the Clearing Member's customer, the Clearing
Member may (depending on its own procedures) pass that liability on to the customer. Investors should be aware that
correspondent clearing corporations may have protect procedures in respect of the settlements made through them.

At the date of this booklet, the regular exercise settlement date for physical delivery stock options is the fifth business day
after exercise, but the SEC has adopted a rule that requires the regular settlement date to be the third business day after an
exercise that takes place on or after June 1, 1995, The regular exercise settlement dates for all other types of physical
delivery options traded at the date of this booklet are described in the separate chapters of the booklet discussing those
options.

At the date of this booklet, settlements of exercises of cash-settled options and foreign currency options are effected by
Clearing Members through OCC. Settlement of exercises of cash-settled options — through the payment in cash of the
cash settlement amount — ordinarily takes place on the business day immediately following the day of exercise. However,
cash-settled capped options that have been automatically exercised on any trading day other than the one immediately prior
to expiration are settled on the second business day after the automatic exercise is triggered. The settlement of exercises of
cash-settled options that have a settlement currency that is not U.S. dollars is discussed under "Settlement Currency” in
Chapter VI



OCC has authority to postpone settlement of any option on any type of underlying interest when OCC considers such action
to be necessary in the public interest or to meet unusual conditions.

Each brokerage firm involved in an exercise or assignment settles with its own customer. Neither OCC nor any options
market has any responsibility to customers with respect to funds or securities that have been received by brokerage firms for
their customers. Investors may determine from their brokerage firms when and how settlement amounts will be credited or
debited to their brokerage accounts.

In certain unusual circumstances, it might not be possible for uncovered call writers of physical delivery stock and stock
index options to obtain the underlying equity securities in order to meet their settlement obligations following exercise. This
could happen, for example, in the event of a successful tender offer for all or substantially all of the outstanding shares of
an underlying security or if trading in an underlying securnity were enjoined or suspended. In situations of that type, OCC
may impose special exercise settlement procedures. These special procedures, applicable only to calls and only when an
assigned writer is unable to obtain the underlying security, may involve the suspension of the settlement obligations of the
holder and writer and/or the fixing of cash settlement prices in lieu of delivery of the underlying security. In such
circumstances, OCC might also prohibit the exercise of puts by holders who would be unable to deliver the underlying
security on the exercise seitlement date. When special exercise settlement procedures are imposed, OCC will announce to
its Clearing Members how settlements are to be handled. Investors may obtain that information from their brokerage firms.

CHAPTER IX
TAX CONSIDERATIONS,
TRANSACTION COSTS AND
MARGIN REQUIREMENTS

Options investing, like other forms of investing, involves tax considerations, transaction costs and margin
requirements that can significantly affect the profit or loss results of buying and writing options. These are only briefly
mentioned in this chapter, but should be understood and taken into account by everyone considering transactions in options.

Notwithstanding the importance of tax considerations, transaction costs and margin requirements, for the sake of simplicity,
the examples in this booklet do not take these matters into account. Nevertheless, it should be remembered that their impact
may significantly reduce the opportunity for profit and the rate of return obtainable from particular options trading
strategies; indeed, their effect may in some instances turn an apparent profit into a loss.

TAX CONSIDERATIONS

The tax consequences of an options transaction depend, in part, on the tax status of the investor and also may differ
depending upon the type of underlying interest involved — since the tax rules are not the same for each type of underlying
interest — and upon such factors as whether an option is exercised or is the subject of a closing transaction or is allowed to
expire or whether an option that is written is covered or uncovered. Some options markets have publications that deal
specifically with the tax treatment of various options transactions. These may be obtained from brokerage firms as well as
the markets themselves. Readers should also be aware that options transactions effected in foreign markets could subject
the parties to tax liability under the laws of the country in which the foreign market is located. Because of the importance
of tax considerations to all options transactions, it cannot be emphasized too strongly that the reader considering options
should consult with his tax adviser as to how taxes may affect the outcome of contemplated options transactions.

TRANSACTION COSTS

The transaction costs of options investing consist primarily of commissions (which are imposed in opening, closing,
exercise and assignment transactions), but may alsc include margin and interest costs in particular transactions. The impact



of transaction costs on profitability is often greater for options transactions than for transactions in the underlying interests
because these costs are ofien greater in relation to options premiums than in relation to the prices of underlying interests.
Transaction costs are especially significant in option strategies calling for multiple purchases and sales of options, such as
spreads and straddles. Transaction costs may be different for transactions effected in foreign options markets than for
transactions effected in U.S. markets. Readers should always discuss iransaction costs with their brokerage firms before
engaging in options transactions.

MARGIN REQUIREMENTS

Writers of options, other than certain covered call option writers and certain writers of cash secured puts (discussed
below), must comply with applicable margin requirements.

In the stock market, margin refers to buying stock or selling stock short on credit. Margin customers are required to keep
securities on deposit with their brokerage firms as collateral for their borrowings. But options, unlike stock, cannot be
bought on credit under current regulations. In the options market, margin means the cash or securities required to be
deposited by an option writer with his brokerage firm as collateral for the writer's obligation to buy or sell the underlying
interest, or in the case of cash-settled options to pay the cash settlement amount, if assigned an exercise. Minimum margin
requirements are currently imposed by the Board of Governors of the Federal Reserve System, the options markets and
other self-regulatory organizations, and higher margin requirements may be imposed — either generally or in individual
cases — by the various brokerage firms.

Uncovered writers may have to meet calls for substantial additional margin in the event of adverse market movements.
Even if a writer has enough equity in his account to avoid a margin call, increased margin requirements on his option
positions will make that equity unavailable for other purposes.

If a holder of a physical delivery call option exercises and wishes to purchase the underlying interest on credit, the holder
may be required to deposit margin with the holder's brokerage firm. Holders of physical delivery options on a foreign
currency should be aware that, at the date of this booklet, foreign currency has no value for margin purposes except to the
extent that credit has been extended on the same foreign currency.

Margin requirements are complex and are not the same for writers of options on different types of underlying interests.
Margin requirements are subject to change, and may vary from brokerage firm to brokerage firm. Consequently, the
examples in this booklet do not take margin requirements into account. However, margin requirements can have an
important effect on an option writer's risks and opportunities.

Persons considering writing options (whether alone or as part of options combinations, such as spreads or straddles) should
determine the applicable margin requirements from their brokerage firms and be sure that they have sufficient liquid assets
to meet those requirements in the event of adverse market movements.

CHAPTER X
PRINCIPAL RISKS OF
OPTIONS POSITIONS

This chapter discusses the principal risks of holders and writers of options. The risks discussed are those that are
unique to being an option holder or writer. Risks that relate to such matters as the trading of securities generally; the state
of the economy; the supply and demand factors in the options markets and in other related markets; the factors affecting the
values of the various underlying interests; the factors affecting the volatility, liquidity and efficiency of the options markets
or of other markets or other factors that may affect the pricing of particular options; the quality or operations of the various
options markets at any particular time; and the procedures of the various options markets and of brokers in transmitting



orders and effecting executions are not within the scope of this booklet and are not discussed. (See the discussion in
Chapter X1 as to the scope and limitations of this booklet.)

It should also be noted that new types of options and new options strategics are constantly being developed and that some of
the risks of new options products and new options strategies do not become apparent until there has been significant
experience in trading and using the new options and strategies. Accordingly, readers should be aware that there is a risk in
newness, particularly if the new option or strategy is complicated or complex, that cannot always be identified or described.

Readers should also be aware that not all options strategies will necessarily be suitable for them and that certain strategies
may expose them to very significant potential losses. For example, the risks associated with the writing of puts or
uncovered call § expose investors to such potential losses, and this type of strategy is therefore not suitable for all
investors.

Many of the risks are the same for options on all types of underlying interests, although some special risks may apply only
to options on particular types of underlying interests. The first three sections of this chapter describe risks that apply
generally to options on all types of underlving interests. They are followed by sections discussing the special risks
associated with options on the particular types of underlying interests.

RISKS OF OPTION HOLDERS

1. An option holder runs the risk of losing the entire amount paid for the option in a relativelv short period of time.
This risk reflects the nature of an option as a wasting asset which becomes worthless when it expires. An option holder who
neither sells his option in the secondary market nor exercises it prior to its expiration will necessarily lose his entire
investment in the option. (As noted in Chapter VII, many brokerage firms have procedures for the exercise of options at
expiration that are then in the money by a specified amount.)

The fact that options become valueless upon expiration means that an option holder must not only be right about
the direction of an anticipated price change in the underlying interest, but he must also be right about when the price change
will occur. If the price of the underlying interest does not change in the anticipated direction before the option expires to an
extent sufficient to cover the cost of the option, the investor may lose all or a significant part of his investment in the option.

This contrasts with an investor who purchases the underlying interest directly and may continue to hold his investment,
notwithstanding its failure to change in price as anticipated, in the hope of waiting out an adverse price move and eventually
realizing a profit.

The significance of this risk to an option holder depends in large part upon the extent to which he utilizes the leverage of
options to control a larger quantity of the underlying interest than he could have purchased directly with the same
investment amount. This is illustrated in the following example, which compares the consequences of three different
approaches to investing the same amount of money in stock or options, with each approach involving a different degree of
leverage.

EXAMPLE: Assume that Investors A, B and C cach have $5,000 to invest and that each anticipates an
increase in the market price of XYZ stock, which is currently $50 a share. Investor A invests his $5,000 in 100 shares of
XYZ. Investor B invests $500 in the purchase of an XYZ 50 call (covering 100 shares of XYZ at a premium of $5 a share)
and invests the remaining $4,500 in a relatively risk-free investment such as Treasury bills. (For purposes of this example,
it is assumed that all of the calls are purchased when they have six months remaining until expiration, and that the risk-free
investment bears interest at an annual rate of, say, 3.25% — which means that a $4,500 investment will eamn
approximately $73 in interest over six months.) Investor C invests his entire $5,000 in 10 XYZ 50 calls.

If cach option is held for six months and, if it is profitable, is cither sold or exercised immediately before it expires, the
following table illustrates the dollar and percentage profit or loss that each investor would realize on his $3,000 investment,
depending upon the price of XYZ stock when the option expires.



XYZ stock Profit Profit Profit
at expiration or % or % or %
Sfoption  Less Return Loss Return  Less . Return
Investor A Investor B Investor C

62 +1,200 +24% +773  +15.5% +7,000 +140%
58 +800 +16% + 373 +7.5% + 3,000 + 60%
54 + 400 + 8% - 27 -0.5% - 1,000 - 20%
50 0] 0] - 427 -8.5% - 5,000 - 100%
46 - 400 - 8% - 427 -85% -5000 -100%
42 - 800 -16% - 427 -8.5% - 5,000 - 100%
38 -1,200 -24% - 427 -8.5% - 5,000 - 100%

The table demonstrates how increased leverage results in greater profit potential on the upside and greater risk of
loss on the downside. Investor C, as the most leveraged investor, would realize the highest percentage return if the price of
XYZ increased to 62, but would incur a 20% loss even if the price of XYZ increased to 54 (assuming he did not sell his
options while they had significant remaining time value), and would lose all of his investment if the price of XYZ stayed at
or below 50.

2. The more an option is out of the moneyv and the shorter the remaining time to expiration, the greater the risk that an
option holder will lose all or part of his investment in the option. The greater the price movement of the underlying interest
necessary for the option to become profitable (that is, the more the option is out of the money when purchased and the
greater the cost of the option) and the shorier the time within which this price movement must occur, the greater the
likelihood that the option holder will realize a loss. This does not necessarily mean that an option must be worthwhile to
exercise in order for a holder to realize a profit. Instead, it may be possible for the holder to realize a profit by selling an
option prior to its expiration for more than its original cost even though the option never becomes worthwhile to exercise.
('The shorter the time remaining until expiration the less likely itis that this will be possible.)

3. Prior to the period when a Ewropean-stvle option or a capped option is exercisable, the only means through which the
holder can realize value from the option (unless the capped option is automatically exercised) is to sell it at its then market
price in an available secondary market. If a secondary market for such an option is not available during the time the option
is not exercisable, it will not be possible for its holder to realize any value from the option at that time.

4. The exercise provisions of an option may create certain risks for the option holders. If the option does not have an
automatic feature, a holder who wishes to exercise must assure that action is taken in a timely manner. See the discussion
of "How to Exercise” in Chapter VIII.

On the other hand, if the option has an automatic exercise feature — such as one that will cause the option to be
automatically exercised at the expiration if it is in the money by a specified amount — the option may be exercised at a
price at which the holder would not voluntarily choose to exercise in view of the transactions costs of exercise or other
factors. The transaction costs associated with the exercise could even exceed the cash settlement amount of the option, with
the result that the holder would realize a net loss from the exercise. Conversely, an option that has a cash settlement amount
that is less than the threshold amount cannot be exercised even though the option holder's transaction costs may be low
enough to permit the option to be exercised profitably. In such a case, the option may expire unexercised.

The automatic exercise feature of capped options imposes a maximum value that a holder of these options can receive.
Even if the option holder expects the value of the underlying interest to continue to move in a favorable direction prior to its



expiration, the automatic exercise feature will prevent the holder from realizing any gain from the option in excess of the
cap interval times the multiplier for the option.

5. The courts, the SEC, another regulatory agency, OCC or the options markets may impose exercise restrictions. While an
American-style option can normally be exercised at any time prior to its expiration, OCC and the options markets have
authority to restrict the exercise of options at certain times in specified circumstances. The options markets often exercise
such authority with respect to an option in which trading has been halted. If a restriction on exercise is imposed at a time
when trading in the option has also been halted, holders of that option will be locked into their positions until either the
exercise restriction or the trading halt has been lifted.

Exercise restrictions imposed by OCC and the options markets affecting cash-settled options generally cannot be continued
in effect beyond the opening of business on the last trading day before their expiration. Such exercise restrictions affecting
physical delivery options generally cannot be continued beyond the opening of business on the tenth business day before
their expiration, but with one important exception. If OCC determines that the available supply of a security underlying a
physical delivery option appears to be insufficient to permit delivery of the security by the writers of all outstanding calls in
the event of exercise, or that foreign govemment restrictions would prevent or unduly burden the orderly secttlement of
exercises of foreign currency options, OCC may indefinitely prohibit the exercise of puts by holders who would be unable to
deliver the underlying security. The holder of such a put could lose his entire investment in the option if the prohibition
remained in effect until the put's expiration and the holder was unable either to acquire the underlying interest or to sell his
put in the market. The put holder might be unable to do either because the very event that caused OCC to impose the
exercise prohibition — e.g., a suspension of trading in an underlying stock — might not only make it difficult or impossible
to obtain the underlying interest, but might also impair the market in options on that interest.

It is also possible that a court, the SEC or another regulatory agency having jurisdiction would impose a restriction which
would have the effect of restricling the exercise of an option. In such a case the option would not be exercisable until the
restriction was terminated. In the remote possibility that the restriction were to remain in effect until the expiration of the
option — which has never vet occurred — the option would expire worthless, and the holder would lose the entire amount
that he paid for the option.

RISKS OF OPTION WRITERS

1. An option writer may be assigned an exercise at any time during the period the option is exercisable. Starting
with the day it is purchased, an American-style option is subject to being exercised by the option holder at any time until the
option expires. This means that the option writer is subject to being assigned an exercise at any time after he has written the
option until the option expires or until he has closed out his position in a closing transaction. By contrast, the writer of a
European-style or capped option is subject to assignment only when the option is exercisable or, in the case of a capped
option, when the automatic exercise value of the underlying interest hits the cap price.

An assigned writer may not receive notice of the assignment until one or more days after the assignment has been made by
OCC. Once an exercise has been assigned to a writer, the writer may no longer close out the assigned position in a closing
purchase transaction, whether or not he has received notice of the assignment. In that circumstance, an attempted closing
purchase would be treated as an opening purchase transaction.

If an option that is exercisable is in the money, the option writer can anticipate that the option will be exercised, especially
as expiration approaches. Once he is assigned an exercise, the assigned writer must deliver (in the case of a call) or
purchase (in the case of a put) the underlying interest (or pay the cash settlement amount in the case of an in the money
cash-settled option). The consequences of being assigned an exercise depend upon whether the writer of a call is covered or
uncovered, as discussed below,

2. The wiiter of a covered call foreoes the opportunity to benefit from an increase in the value of the underlving interest
above the option price, but continues to bear the risk of a decline in the value of the underlving interest. Unlike a holder of
the underlying interest who has not written a call against it, the covered call writer has (in exchange for the premium) given
up the opportunity to profit from an increase in the value of the underlying interest above the exercise price. If he is
assigned an exercise, the net proceeds that he realizes from the sale of the underlying interest pursuant to the exercise could




be substantially below its prevailing market price.

EXAMPLE: When XYZ stock was $50, the investor collected a $4 a share premium by writing an XYZ 50
delivery call. As expiration approaches, the stock has risen to $58 and he is assigned an exercise. His total return, in
addition to any dividends received, will be the $50 exercise price he is paid for the stock plus the $4 premium collected
when the option was written — $4 a share less than the $38 he could have sold the stock for if he had not written the option.

On the other hand, if the value of the underlying interest declines substantially below the exercise price, the call is not likely
to be exercised and, depending upon the price paid for the underlying interest, the covered call writer could have an
unrealized loss on the underlying interest. However, that loss will be wholly or partially offset by the premium he received
when he wrote the option.

3. The writer of an uncovered call is in an extremely risky position and mav incur large losses if the value of the underlving
interest increases above the exercise price. The potential loss is unlimited for the writer of an uncovered call. When a
physical delivery uncovered call is assigned an exercise, the writer will have to purchase the underlying interest in order to
satisfy his obligation on the call, and his loss will be the excess of the purchase price over the exercise price of the call
reduced by the premium received for writing the call. (In the case of a cash-settled option, the loss will be the cash
settlement amount reduced by the premium.) Anything that may cause the price of the underlying interest to rise
dramatically, such as a strong market rally or the announcement of a tender offer for an underlying stock at a price that is
substantially above the prevailing market price, can cause large losses for an uncovered call writer.

EXAMPLE: An investor receives a premium of $4 a share for writing an uncovered XYZ 50 call option and
the stock price jumps to $69 as the option approaches expiration. If the investor liquidates his option position at, say, $19,
in an offsetting closing purchase transaction, he will incur a loss of $1,500 (the $1,900 paid in the offsetting purchase
transaction less the $400 option premium received when the option was written).

The writer of an uncovered call is in an extremely risky position and may incur large losses. Moreover, as discussed in
Chapter IX, a writer of uncovered calls must meet applicable margin requirements (which can rise substantially if the
market moves adversely to the writer's position). Uncovered call option writing is thus suitable only for the knowledgeable
investor who understands the risks, has the financial capacity and willingness to incur potentially substantial losses, and has
sufficient liquid assets to meet applicable margin requirements.

4. As with writing uncovered calls, the risk of writing put options is substantial. The writer of a put option bears a risk of
loss if the value of the underlving interest declines below the exercise price, and such loss could be substantial if the decline
is significant. The writer of a put bears the risk of a decline in the price of the underlying interest — potentially to zero. A
put writer of a physical delivery option who is assigned an exercise must purchase the underlying interest at the exercise
price — which could be substantially greater than the current market price of the underlying interest — and a put writer of
a cash-settled option must pay a cash settlement amount which reflects the decline in the value of the underlying interest
below the exercise price. Unless the put is a cash-secured put (discussed below), its writer is required to maintain margin
with his brokerage firm. Moreover, the writer's purchase of the underlying interest upon being assigned an exercise of a
physical delivery option may result in an additional margin call.

A requisite for writing puts is an understanding of the risks, the financial capacity and willingness to incur potentially
substantial losses, and the liquidity to meet margin requirements and to buy the underlying interest, or to pay the cash
settlement amount, in the event the option is exercised. A writer of an American-style put can be assigned an exercise at
any time during the life of the option until such time as he enters into a closing transaction with respect to the option. Since
exercise will ordinarily occur only if the market price of the underlying interest is below the exercise price of the option, the
put writer of a physical delivery option can expect to pay more for the underlying interest upon exercise than its then market
value.

EXAMPLE: At a time when XYZ stock is $50, an investor receives a $300 premium ($3 a share) by writing
an XYZ 50 put. Subsequently the stock price declines to $40 and he is assigned an exercise. The investor must purchase
the stock at $50. Even though the $3 a share premium reduces his effective cost to 547, that is still substantially higher
than the $40 market price of the stock.



The put writer's exposure to margin requirements can be eliminated if the put writer elects to deposit cash equal to the
option exercise price with his brokerage firm. Under this strategy, known as cash-secured put writing, the option writer is
not subject to any additional margin requirements regardless of what happens to the market value of the underlying interest.
In the meantime, the option writer might earn interest by having the cash invested in a short-term debt instrument — for
example, in a Treasury bill. However, a cash-secured put writer is still subject to a risk of loss if the value of the underlying
interest declines.

EXAMPLE: An investor receives a $500 premium for writing an XYZ 50 put option with six months
remaining until expiration and deposits with his broker $5,000 invested in Treasury bills which, over the six month option
life, will earn interest of $250. If he has not been assigned an exercise by expiration, the investor will have a total return of
$750 (option premium of $300 and interest of $250). On the other hand, if the price of XYZ stock were to fall below
$42-1/2 and the investor is then assigned an exercise, he would have a net loss — that is, the market price of the XYZ stock
he would be required to purchase would be below the exercise price by more than the combined premium income and
interest earned.

5. The risk of being an option writer may be reduced by the purchase of other options on the same underlying interest —
and thereby assuming a spread position — or by acquiring other types of hedging positions in the options markets or other
markets. However, even where the writer has assumed a spread or other hedging position, the risks may still be significant.
See paragraph 1 under "Other Risks" below.

6. The oblication of a writer of an uncovered call or of a put that is not cash-secured to meet applicable margin
requirements creates additional rigsks. If the value of the underlying interest moves against the writer's position, or if there is
a significant change in the volatility or liquidity of the underlying interest, related interests, or the option, or if the writer's
brokerage firm otherwise requires, the firm may request significant additional margin payments. If those payments are not
made, the firm may have the right to liquidate the options positions and other securities positions in the writer's account with
little or no prior notice.

7. Since the leverage inherent in an option can cause the impact of price changes in the underlving interest to be magnified
in the price of the option, a writer of an option that is uncovered and unhedged mav have a significantly greater risk than a
short seller of the underlying interest. This is illustrated by the table set forth in paragraph 2 under "Risks of Option
Holders" above. If an investor had sold short 100 shares of XYZ to Investor A in that table in order to receive $5,000 in
proceeds, the investor would have lost $1,200 if the market price of XYZ had increased to 62. On the other hand, if, in
order to receive $5,000 in proceeds, the investor had written 10 XY Z 50 uncovered calls, he would have lost $7,000 if the
market price of XYZ had increased to 62.

8. The fact that an option writer mav not receive immediate notification of an assignment creates a special risk for
uncovered writers of phvsical delivery call stock options that are exercisable when the underlving security is the subject of a

tender offer, exchange offer, or similar event. A writer who fails to purchase the underlying security on or before the
expiration date for the offer may learn after the expiration date that he has been assigned an exercise filed with OCC on or
before that date. At that point, neither the purchase of the underying security for regular settlement nor the exercise of
another option (e.g., the long leg of a spread) will enable the assigned writer to deliver the security on the settlement date for
the option exercise (see "Settlement” in Chapter VIII). If the assigned writer fails to make timely settlement, he may be
liable for, among other things, the value of the offer (because his non-delivery may have prevented the exercising holder
from making timely delivery of the security to the offeror). This risk can be avoided only by purchasing the underlying
security on or before the expiration date for the offer. Occasionally, an offer will require that tendered securities be
delivered in less than the normal settlement time for exchange transactions after the offer's expiration date. In those cases,
call writers will need to purchase the underlying equity security at an earlier point — 7.e., at least the number of days equal
to the normal settlement time before the offeror's delivery deadline — in order to protect themselves.

9. Although the rules of the options markets establish exercise cut-off times by which exercise instructions of expiring
options must be received by brokerage firms from their customers, OCC must accept all exercises which it receives before
expiration — even if those exercises are filed with OCC in violation of an options market's rules. Accordingly, there is a
risk that an option writer will be assigned an exercise that is made based on news that is published after the established




exercise cut-off time and that the writer mav not have an effective remedyv to compensate for the violation of the options
market's rules.

10. If a trading market in an option should become unavailable, or if the writers of the option are otherwise unable to
engage in closing transactions, the writers of that option would remain obligated until expiration or assignment. Sece the
discussions in paragraphs 2 and 3 under "Other Risks" below.

11. A sudden development may cause a sharp upward or downward spike in the value of the interest underlving a capped
option. Such a spike could cause the capped option to be automatically exercised, and writers of the option to become
obligated to pay the cash settlement amount, even if the effect of the development on the value of the underlying interest
completely disappears on the day after the automatic exercise is triggered.

OTHER RISKS

1. Transactions that involve buving and writing multiple options in combination, or buyving or writing options in
combination with buving or selling short the underlving interesis, present additional risks to investors. Combination
transactions, such as option spreads, are more complex than buying or wriling a single option. And it should be further
noted that, as in any area of investing, a complexity not well understood is, in itself, a risk factor. While this is not to
suggest that combination strategies should not be considered, it is advisable, as is the case with all investments in options, to
consult with someone who 18 experienced and knowledgeable with respect to the risks and potential rewards of combination
transactions under various market circumstances.

The investor considering strategies involving combination transactions should recognize several other risk-related
considerations in addition to those already mentioned: the fact that it may at times be impossible simultancously to execute
transactions in all of the options involved in the combination, the difficulty that may be involved in attempting (o execute
simultaneously two or more buy or sell orders at the desired prices, the possibility that a loss could be incurred on both
sides of a combination transaction, and the increased risk exposure that would result from the exercise or closing out of one
side of the trade while the other side of the trade remains outstanding. Also, the transaction costs of combination
transactions can be especially significant, since separate costs are incurred on each component of the combination. This can
have the effect of requiring a substantial favorable price movement in the underlying interest before a profit can be realized.

Where a combination transaction involves the writing of an in the money American-style option, an investor must keep in
mind the possibility of being assigned an exercise, which would eliminate that component of the transaction and could
materially change the investor's risk position.

In the case of straddle writing, where the investor writes both a put and a call on the same underlving interest at the same
gxercise price in exchange for a combined premium on the two writing transactions, the potential risk is unlimited (except in
the case of capped options). To the extent that the price of the underlying interest is either below the exercise price by more
than the combined premium, or above the exercise price by more than the combined premium, the writer of a straddle will
incur a loss when one of the options is exercised. Indeed, if the writer is assigned an exercise on one option position in the
straddle and fails to close out the other position, subsequent fluctuations in the price of the underlying interest could cause
the other option to be exercised as well, causing a loss on both writing positions.

Combinations involving different styles of options present added complexities. For example, the assigned writer of an
American-style option would be unable to cover by exercising a European-style or capped-style option that he holds unless
the assignment happened to occur during the exercise period of that option.

Combination fransactions involving all cash-settled options also pose the same risks that are discussed for index options
under "Special Risks of Index Options” below.

2. If a trading market in particular options were to become unavailable, investors in those options could no loneer engage in
closing transactions. Moreover, even if the market were to remain available, there mav be times when options prices will
not maintain their customarv or anticipated relationships to the prices of the underlving interests and related interests. The
options markets attempt to provide secondary markets in which holders and writers of options can close out their positions




at any time prior to expiration — by making offsetting sales or purchases — but there is no guarantee that such a market
will at all times exist for every option. Lack of investor interest, changes in volatility, or other factors or conditions might
adversely affect the liquidity, efficiency, continuity or even the orderliness of the market for particular options. Or an
options market might permanently discontinue trading of a particular option or of options generally (although it has
ordinarily been the practice, when an options market decides to discontinue trading of options on a particular underlying
interest, to do so only after all outstanding series of those options have expired if the options are not traded on another
options market). A market could become temporarily unavailable if unusual events — such as volume in excess of trading
or clearing capability, computer malfunction, fire or natural disaster — were to interrupt normal market operations. As
discussed in paragraph 3 below, an options market may also become unavailable in the event trading in the underlying
interest is formally suspended or halted. It is also possible that an options market will not open, or will delay opening,
trading in certain options even though trading is taking place in the underlying security (or in the constituent securities of an
underlying index).

In addition, an options market may at times determine to impose restrictions on particular types of options transactions,
such as opening transactions or uncovered writing transactions. For example, if an underlying interest ceases to meet
qualifications imposed by the options market or OCC, new serics of options on that interest may no longer be opened to
replace expiring series, and opening iransactions in existing series may be prohibited.

The accounts of options market makers and specialists are carried and guaranteed by a relatively few firms. If one of these
firms were to fail, be suspended by OCC, be restricted in its operations, determine or be required to discontinue or reduce
its operations, or have a significant reduction in its capital, the markets for particular options, or even for all options, could
be disrupted or possibly forced to discontinue trading. Similarly, in the event an options specialist or a significant group of
options market makers should fail or have a significant reduction in capital, the markets in the particular options in which
the specialist or market makers traded could be adversely affected. The suspension by OCC of any Clearing Member that
maintains significant positions in a particular options series in its accounts could also disrupt the market for that options
series.

An options market could also become unavailable because of its own financial problems. For example, if an options market
were to be declared bankrupt or if creditors were to take possession of its principal trading systems, it might be unable to
continue to operate as an options market.

If a secondary market in a particular option were to become unavailable, a holder of that option would be able to realize his
profits or limit his losses only by exercising at a time when the option is exercisable, and a writer of that option would
remain subject to assignment until expiration. However, as noted above in paragraph 3 under "Risks of Options Holders,"
an options market may also restrict exercises of that option.

3. Disruptions in the markets for underlying interests could result in losses for options investors. Each of the options
markets has discretion to halt trading in an option in certain circumstances — such as when the market determines that the
halt would be advisable in maintaining a fair and orderly market in the option. If trading is halted or suspended in one or
more of the markets for an underlying interest, the trading of options on that interest may also be halted. Similarly, if
dissemination of the current level of an underlying index is interrupted, or if trading is interrupted in stocks accounting for a
substantial portion of the value of an index, the trading of options on that index may be halted. In addition, the rules of the
options markets may require them to halt trading in particular types of options in certain circumstances. At the date of this
booklet, the U.S. options markets are required (1) to halt trading in all stock options and stock index options when trading in
all stocks on the New York Stock Exchange ("NYSE") has been halted by the activation of "circuit breakers" by the NYSE,
and (2) to halt trading in all stock options and stock index options for a specified period of time if the Dow Jones Industrial
Average ("Average") is calculated at a value of 250 or more points below its closing value on the previous trading day, or
for at least two hours if the Average is subsequently calculated on the same day at a value of 400 or more points below such
closing value. These requirements may be changed from time to time.

When trading in an option is halted or suspended, holders and writers of that option will be unable to close out their
positions until trading resumes, and they may be faced with substantial losses if the value of the underlying interest moves
adversely during that time. For example, if a trading halt in an underlying stock is followed by the announcement of a
tender offer at a substantial premium, and the stock reopens at a price reflecting the offer, uncovered call writers may



sustain large losses.

Even if options trading is halted, holders of American-style options would still be able to exercise unless exercises were
restricted. (However, OCC or an options market may restrict the exercise of an option while trading in the option has been
halted, and the restriction may remain in effect until shortly before expiration. See paragraph 5 under "Risks of Option
Holders" above.) If the option is exercisable while trading has been halted in the underlying interest, option holders may
have to decide whether to exercise without knowing the current market value of the underlying interest. This risk can
become especially important if an option is close to expiration, and failure to exercise will mean that the option will expire
worthless. If exercises do occur when trading of the underlying interest is halted, the party required to deliver the
underlying interest may be unable to obtain it, which may necessitate a postponed settlement and/or the fixing of cash
settlement prices (see Chapter VIII).

4. All cash-settled options have certain special risks. These risks, as they apply to cash-settled index options, are discussed
under "Special Risks of Index Options” below. That discussion is also applicable to other types of cash-settled options.

If a cash-settled option has a settlement currency other than U.S. dollars, holders and writers will be subject to the same
kinds of risks with respect to the foreign currency and the settlement of an exercise as are discussed in paragraphs 1 through
9 under "Special Risks of Foreign Currency Options™ below.

5. Holders and writers of a capped option bear the risk that an automatic exercise value will be reported erroneously by the
official reporting source. As a consequence of the error, the options market on which the option is traded may not determine
on a timely basis that the automatic exercise feature has been triggered. In that event, the option will not be automatically
exercised unless the options market determines on a subsequent trading day that the automatic exercise value for the option
has hit the cap price. Altematively, the options market may determine on the basis of an erroneous report that the automatic
exercise feature has been triggered. If the options market makes such a determination and does not correct it on a timely
basis, the option will be automatically exercised and the short positions of all writers will be assigned based on the
erroneous repott.

6. The insolvency of a brokerage firm could present risks for that firm's customers, whether they are investors in options or
in other securities. If a brokerage firm or the OCC Clearing Member that carries the firm's accounts at OCC were to
become insolvent, the firm's customers could have some or all of their options positions closed out without their consent.
Customers whose options positions were not closed out under these circumstances might experience delays or other
difficulties in attempting to close out or exercise affected options positions. Similarly, the insolvency of an associate
clearing house could present risks for the customers of brokerage firms whose accounts are carried through that associate
clearing house.

7. Special nisks are presented by internationally-traded options. Because of time differences between the United States and
various foreign countries, and because different holidays are observed in different countries, foreign options markets may be
open for trading during hours or on days when U.S. markets are closed. Investors buying or writing options in foreign
markets at such times should understand that options premiums may not reflect current prices of the underlying interests in
the United States. For a discussion of risks pertaining to index options traded in foreign markets, see paragraph 13 under
"Special Risks of Index Options” below.

8. Although OCC’s rules and procedures have been designed for the purpose, among others, of facilitating the prompt
settlement of options transactions and exercises, there is a risk that OCC and its backup system will fail. For example, if
Clearing Member insolvencies are substantial or widespread, OCC's ability to honor all exercises could be impaired. As
noted in Chapter XI, the prospectus of OCC relating to options is available from OCC or any of the U.S. options markets,
and the registration statement of OCC, which includes OCC's financial statements, is available for inspection at OCC's
office and may be obtained from the SEC.

SPECTAL RISKS OF INDEX OPTIONS

1. Writers of cash-settled index call options cannot provide in advance for their potential settlement obligations by
acquiring and holding the underlying interest. A call writer can offset some of the risk of his writing position by holding a




diversified portfolio of securities similar to those on which the underlying index is based. However, except where the
underlying index is a specialized one based on relatively few securities, most investors cannot, as a practical matter, acquire
and hold a portfolio containing exactly the same securities in the same proportions as the underlying index. Most writers of
cash-settled index calls who also hold positions in securities will therefore bear the risk that the market prices of those
securities will not increase as much as the index.

2. Even if the writer of a cash-settled index call option could assemble a securities portfolio that exactly reproduced the
composition of the underlving index, the writer still would not be fully covered from a risk standpoint because of the "timinge
risk" inherent in writing cash-seitled options. When a cash-settled index option is exercised, the amount of cash that the
holder is entitled to receive is determined by the difference between the exercise price and the exercise settlement value,
which is based on the prices of the constituent securities at a particular time on or in relation to the date on which the option
is exercised. As with most other kinds of options, the writer will not learn that he has been assigned until the next business
day, at the carliest. The time lag between exercise and notice of assignment poses no risk for the writer of a covered
physical delivery call, because that writer's obligation is to deliver the underlying interest and not to pay its value as of a
fixed time in the past. So long as the writer of a physical delivery call already owns the underlying interest, he can satisfy
his settlement obligations simply by delivering it, and the risk that its value may decline after the exercise date is borne by
the exercising holder. In contrast, even if the writer of a cash-seitled index call holds securities that exactly maich the
composition of the underlying index, he will not be able to satisfy his assignment obligations by delivering those securities
against payment of the exercise price. Instead, he will be required to pay cash in an amount based on the exercise
settlement value on the exercise date; and by the time he learns that he has been assigned, the index may have declined, with
a corresponding decline in the value of the securities portfolio. This "timing risk" is an inherent limitation on the ability of
writers of cash-settled calls to cover their risk exposure by holding positions in the underlying interest. This risk applies
only to American-style options. The writer of a European-style capped call that is exercisable only on the expiration date
runs the risk of assignment only with respect to exercises filed on that day. If the call is more than marginally in the money
on the preceding itrading day, the writer can ordinarily assume that it will be exercised and take market action to protect
himself against a subsequent decline in the value of his position in the underlying interest.

3. The timing risk discussed in the preceding paragraph makes spread positions and certain other multiple option strategies
involving cash-settled Amernican-stvle index options substantially riskier than similar strategies involving phvsical delivery

options. With physical delivery options, a person in a spread position can ordinarily satisfy his settlement obligations on the
short leg of the spread merely by exercising the long leg if it is in the money. That is, the cash or underlying interest that he
obtains by exercising the long leg will ordinarily be sufficient to enable him to meet his settlement obligations on the short
leg. With cash-settled index options, however, an investor in a spread position runs the risk that by the time he receives
notice of an exercise assignment on the option he has written, the index value will have changed such that exercising the
long leg of the spread will not yield sufficient cash to satisfy his obligation on the exercise assignment. Thus, an investor
who holds a spread position in cash-settled index options and is assigned an exercise is at risk for anv adverse movement in
the prices of the constituent securities of the index after the time the exercise settlement valug of the assigned short is
determined unless the investor is able to exercise the long leg of the spread in time to receive that same exercise settlement
value. Other multiple options strategies involving cash-settled options can present similar risks.

4. Readers intending to use index options to hedge against the market risk entailed in investing in individual securities
should recognize the complexities of utilizing index options in this manner. Market risk is the risk that factors affecting the
stock market as a whole may have a similar effect on the price of a particular equity security. Historically, some securities
have tended to be highly sensitive to factors influencing the market generally; others less so. As a result, different securities
may be viewed as involving different levels of market risk. In addition, a security's sensitivity to broad market influences
may change over time, so that the same security may involve different levels of market risk at different times.

Investors using index options in this manner should also understand that they remain subject to company risk — that is, the
risk that factors affecting a particular company, such as its market position or the quality of its management, may cause its
securities to perform differently than the market as a whole.

In addition, readers intending to utilize index options to hedge a diversified securities portfolio against market risk should
understand that unless the securities in the portfolio exactly mirror the securities in an underlying index, the portfolio and
the index may respond differently to a given market influence. For this reason, the use of index options for hedging purposes



involves special risks that are not present with "true" hedges — 7.e., hedges composed of options on the specific securities in
the hedged position. These risks are greatest when options on broad-based indexes are used to hedge a nondiversified
securities position. Except where the composition of the position to be hedged is very similar to that of an underlying index,
index options may best be understood as a means of reducing some but not all of the risks of a securities portfolio position.

Readers should also be aware that it may not be possible to purchase or liquidate a portfolio of securities at prices that
exactly converge with the prices used in determining the exercise settlement values of some index options. For example, if
the underlying index is comprised in whole or part of securities whose primary market is the NASDAQ stock market, an
investor cannot be certain that he will be able to effect transactions in those securities at the opening or closing prices (as
the case may be) used in determining the exercise settlement value.

5. Just as holders and writers of stock options bear the risk that transactions in the underlving security may be erroneously
reported, holders and writers of index options bear the risk that the reported current index level mav be in error. A person
who buys or sells an index option at a premium based on an erroneously reported index level is bound by the trade and has
no remedy under the rules of the options markets. Similarly, persons who exercise cash-settled index options or are
assigned exercises based on emroncously reported index levels will ordinarily be required to make settlement based on the
exercise settlement value as initially reported by the official source of the index, even if a comrected value is subsequently
announced. References herein to index values "as initially reported” refer to the values initially reported by the source of the
index as definitive, and not to any tentative or preliminary values that may be announced at an carlier time subject to
adjustment. In extraordinary circumstances (e.g., where an exercise settlement value as initially reported is obviously
wrong and inconsistent with values previously reported, and a corrected value is promptly announced), OCC has discretion
to direct that exercise settlements be based on a comrected exercise settlement value. Ordinarily, however, the exercise
settlement value as initially reported by the official source of the index will be conclusive for exercise settlement purposes.

6. A holder of a cash-setiled index option who exercises it before the exercise setilement value of the index for that day is
available runs the risk that the level of the underlving index mav subsequently change. If such a change causes the
exercised option to fall out of the money, the exercising holder will be required to pay the difference between the exercise
settlement value and the exercise price of the option (times the applicable multiplier) to the assigned writer.

EXAMPLE: A holder of an index put option that settles based on the closing prices of the constituent
securities and that has an exercise price of 30 directs his broker to exercise at 10:00 A.M., when the level of the underlying
index is 28. If the underlying index stays at that level until the close of trading that day, the holder will be entitled to receive
$200 in settlement (assuming a multiplier of 100). If, however, the index level rises to 32 based on the closing prices of the
constituent securities, the holder will be required to pav $200 to the assigned writer, thereby sustaining a $200 loss on the
exercise.

A holder who plans to exercise a cash-settled index option that settles based on closing prices can minimize this sk by
withholding exercise instructions until just before the daily exercise cut-off time fixed by his brokerage firm. However, he
may not be able to eliminate it entirely. Daily exercise cut-off times for index options may be earlier than those fixed for
other types of options and may occur before definitive exercise settlement values have been determined. In the case of the
exercise of a cash-settled index option that settles based on opening prices of the constituent securities, this risk applies if
the holder submits exercise instructions before the definitive exercise settlement index value has been announced, which may
be different from index levels that are initially disseminated at the time of the opening and which may not be available in
some cases until several hours after the opening.

7. Cash-settled index options whose exercise settlement values are based on the opening prices of the constituent securities
are not traded on the last scheduled trading day for those securities prior to the option expiration date. An option holder will
be able to realize value from his option on that day only if the option is in the money and he exercises it. A writer of this
type of option who has not previously closed out his position will be unable to do so on that last trading day for the
constituent securities and will be at risk of being assigned an exercise.

8. Current index levels will ordinarily continue to be reported even when trading is delaved or interrupted in some or all of
the constituent securities of the index or when the reporting of transactions in those securities has been delaved. In that
event, the reported index levels will be based on the most recent reported prices of the constituent securities — whether or




not those securities are being currently traded. As a result, reported index levels may at times be based on non-current price
information with respect to some or even all of the constituent securities of an index. If this condition existed at the time of
determining the exercise settlement value of an exercised option, that exercise would be settled on the basis of an index level
that might not reflect current price information with respect to constituent securitics accounting for a significant portion of
the value of the index. (Indeed, as noted in Chapter IV, an exercise settlement value that is based on the opening prices of
the constituent securities may not coincide with, and may diverge substantially from, the index values that are reported at
the time of the opening.) Moreover, if the index underlay a capped index option, that option would or would not be
automatically exercised based on an index level that might not reflect the true state of the market at the time.

9. OCC has no authority, and the options markets on which capped index options are traded do not intend as of the date of
this booklet, to restrict the automatic exercise of capped index options. It is therefore possible that automatic exercise of a
capped index option could occur on a day when OCC or an options market has imposed restrictions on the exercise of other
styles of options on the same underlying index. It is also possible that automatic exercise of a capped index option could
occur on a day when the options market has suspended trading in the option. Either of these possibilities could limit the
ability of a writer to take action to limit the cost of being assigned an automatic exercise.

10. The purchase and sale of index options in forcign markets at times when U.S. markets are closed may present special
risks. Although an underlying index may be based on securities primarily traded in U.S. markets, the index levels reported
in foreign options markets at such times may be based on the trading of some or all of the constituent securities in foreign
markets, and, in any case, option premiums in the foreign market will not reflect current prices of the constituent securities
in LS. markets. In addition, if a cash-settled index option is exercised through the foreign office of a brokerage firm on a
day when U.S. markets are closed, the exercise settlement value of the option will not be known until the time fixed for
determining exercise settlement values on the next day on which U.S. markets are open. The corresponding risks would
apply to the trading in U.S. markets of options based on indexes of securities primarily traded in foreign markets.

SPECTAL RISKS OF DEBT OPTIONS

1. Many of the special risks associated with debt options result from the character of the markets in which the
underlying debt securities are issued and traded and the distinctive characteristics of debt securities. The vast majority of
the trading activity in bonds and money market instruments takes place in a dealer market. Dealers typically maintain
markets in all outstanding issues of Treasury securities, but most of the activity tends to center on recently issued securities.
Liquidity is generally greater and quotations are generally tighter on recent issues than on older issues.

There are numerous dealers in all of the Treasury securities from which the vield on the options now traded is determined,
but at the date of this booklet there is no comprehensive consolidation of bids and offers or public reporting of transaction
prices in those securities such as exists in the markets for stocks. While there is some dissemination of representative bids
and offers, at the date of this booklet anyone inierested in buying or selling a Treasury security usually must have his
brokerage firm or bank contact one or more dealers individually to leamn their current quotations.

The absence of last sale information and the limited availability of quotations for debt instruments can make it difficult for
many investors to gbtain timely, accurate data about the state of the market for the underlving debt securities. At the same
time, dealers in the underlying securities have access to private quotation networks that give actual current bids and offers
of other dealers. This information is not available to most investors. As a result, these dealers may have a significant
advantage over other participants in the debt options markets.

2. Another important difference between the stock market and the market for Treasury securities is that stock quotations are
generally keyed to a 100-share round lot while the basic unit of trading in the debt securities market typically involves much
larger dollar amounts. A round lot for most dealers in Treasury securities is, at a minimum, $1,000,000 of principal
amount; and on Treasury bills it can be larger. Most dealers are oriented toward doing business with large institutional
customers or other dealers. As a result, investors buying or selling debt securities in amounts smaller than round lots can
expect to pay more and receive less than dealer quotations for round lot transactions.

The unit of trading for price-based debt options is likelv to involve larger dollar amounts of the underlving debt security
than is the case with stock options. In general, this means that: (a) premiums for such an option will tend to be higher than




for a stock option, and (b) the increase or decrease in the price of an option that is associated with any given change in the
price of the underlying security will tend to be larger for many such debt options.

If the unit of trading for a physical deliverv price-based debt option is smaller than $1.000,000, investors who buy or write
options covering principal amounts other than a multiple of $1.000.000 may be disadvantaged by having to deal in an
odd-lot market for the underlving debt security at prices that are less favorable than for round lots.

3. In the event of a shortage of the underlving debt security deliverable on exercise of a physical delivery price-based debt
option, OCC has the authority to permit other generally comparable securities to be delivered in fulfillment of the delivery
obligation. If OCC exercises its authority to allow such other securities to be delivered, it may also adjust the exercise
prices of the affected options by setting different prices at which otherwise non-eligible securities may be delivered. As an
alternative to permitting such substitute deliveries, OCC may impose special exercise settlement procedures similar to those
applicable to stock options, including the fixing of a cash setilement price payable by writers who would otherwise be
unable to meet their delivery obligations (see "Settlement” in Chapter VIII), and/or prohibit the exercise of puts by holders
who would be unable to meet the resulting settlement obligations (see paragraph 5 under "Risks of Option Holders" above).

4. The hours of trading for debt options may not conform to the hours during which the debt securities are traded. To the
extent that the options markets close before the markets for the underlving or other related instruments, significant price and
rate movements can take place in the underlying markets that may not be reflected in the options markets. The possibility of
such movements should be taken into account in relating closing prices in the options markets to those in the underlying
markets. In addition, there is a risk that debt options may be exercised on the basis of price movements in the underlying
security after the close of trading in the options markets when writers are no longer able to close out their short positions.

5. Because exercises of vield-based options are settled in cash, option writers cannot fully provide in advance for their
potential settlement obligations by acquiring and holding the Treasury security from which the underlving vield is
determined. A writer of a yield-based option can theoretically offset most of the risk of his writing position by acquiring
Treasury securities of the designated maturity period on which the underlying yield is based. Offsetting risk in this way
may be difficult to do in practice, however. While it is possible at any given time to calculate the principal amount of
Treasury securities needed to assure that the risk of the option position is offset, such calculations are based upon complex
mathematical relationships. Moreover, the principal amount of Treasury securities needed to assure that the risk of an
options position is fully offset will generally not remain constant throughout the life of the option, but instead will fluctuate
as a result of changes in yields and remaining time to maturity. For a given percentage change in yield, this fluctuation will
be greater for securities of longer maturity periods than for securities of shorter maturity periods. Furthermore, there can be
no agsurance that an option writer will be able to sell the Treasury securities that he holds at the option's expiration at the
same average yield that is used in calculating the exercise settlement value of the option. Prices, and therefore yields, could
differ from dealer to dealer. Morcover, when dealer quotations are averaged in obtaining a vield, they may result in a value
which varies from the value that would be obtained by averaging vields representing actual transactions for the same
securities during the same time period.

6. Investors in yield-based debt options run the risk that reported vields may be in error. The values disseminated by the
designated reporting authority of the options markets during trading and for exercise settlement purposes will ordinarily be
averages or medians of dealer quotations or prices, and it is possible that errors could be made in the gathering or averaging
of these values. A person who buys or sells an option at a premium based on an erroneous reported vield value is bound by
the trade and has no remedy under the rules of the options markets. Similarly, persons who exercise options or are assigned
exercises based on erroneous reported yields will ordinarily be required to make settlement based on the value as initially
reported by the reporting authority, even if a corrected value is subsequently announced. In extraordinary circumstances
(e.g., where a value as initially reported is obviously wrong and inconsistent with values previously reported, and a
corrected value is promptly announced), OCC may direct that exercise settlements be based on a corrected value.

Ordinarily, however, the value as initially reported by the official source will be conclusive for exercise settlement purposes.

7. A holder of a vield-based option who exercises it before the exercise settlement value of the underlving vield is available
runs the rigk that the level of the underlying vield may subsequently change. If such a change causes the exercised option to
fall out of the money, the exercising holder will be required to pay the difference between the exercise settlement value and
the exercise price of the option (times the applicable multiplier) to the assigned writer. A holder who plans to exercise an




option may be able to minimize this risk by withholding exercise instructions until just before the exercise cut-off time fixed
by his brokerage firm. However, he may not be able to eliminate the risk entirely. Exercise cut-off times for yield-based
options may occur before definitive exercise settlement values are announced. Because exercise cut-off times may vary from
brokerage firm to brokerage firm, and there may be different exercise cut-off times for different yield-based options, option
holders who anticipaie exercising should determine the applicable cut-off times from their brokers.

8. If for any reason there are no quotations available for the Treasury security from which underlying vields of a vield-based
option are determined, trading in the option may be halted. If trading is not halted, reported vields may be based on
non-current price information for the Treasury security.

9. If OCC determines that the exercise settlement value of the underlying yield for any series of yield-based options is
unreported or otherwise unavailable for purposes of calculating the cash-settlement amount of such series, OCC has the
authority to suspend the settlement obligations of the exercising and assigned Clearing Members of options of such series or
to fix the cash settlement amount for exercised options of such series based on the best information available to OCC, or to
do both. Accordingly, there is a risk to both holders and writers of such options that the settlement of exercised options may
be postponed and mav be based on a determination by OCC rather than by the pricing actions of the market for the
Treasury security from which the underlving vield is determined.

SPECTAL RISKS OF FOREIGN CURRENCY OPTIONS

1. 'The value of any currency, including U.S. dollars as well as foreign currencies, may be affected by complex
political and economic factors applicable to the country issuing that currency. The price of a foreign currency option is
dependent upon the value of the underlying foreign currency relative to the trading currency as well as the value of both
currencies relative to other currencies generally. Fluctuations in the value of the trading currency — whether it is the T.S.
dollar (in the case of a dollar-denominaied option) or a foreign currency (in the case of a cross-rate option) — will affect
exchange rates and the prices of foreign currency options, even in the case of an otherwise stable underdying foreign
currency. Conversely, fluctuations in the value of an underlying foreign currency will affect exchange rates and the prices
of foreign currency options even if the value of the trading currency remains relatively constant. Investors should consider
factors affecting the economies and currency values of both the country of origin for the trading currency and the country of
origin for the underlying currency. Although these same considerations apply to dollar-denominated options and cross-rate
options, cross-rate options involve factors affecting the economies of at least two foreign countries and may involve
consideration by U.S. investors of factors affecting the 1).S. economy as well. Accordingly, a U.S. investor in cross-rate
options may need to consider a broader range of economic developments than a U.S. investor in dollar-denominated foreign
currency options.

2. Even though the intrinsic value of an option is determined by the value of the underlying currency relative to the trading
currency, investors who intend to convert gains or losses into U.S. dollars or other currencies may be particularly affected
by changes in the exchange rates between their "home" currency and either the trading or the underlying currency.

EXAMPLE: Assume that an investor purchases a yen-denominated, at-the-money call option on British
pounds by converting U.S. dollars to Japanese yen. The British pound then appreciates relative to the yen, and at expiration
the exercise price is more favorable than the then current exchange rate between yen and pounds. The investor could realize
a gain in yen by converting dollars to yen in order to purchase pounds at the exercise price and then reselling the pounds for
ven at the current exchange rate. If the amount of that gain exceeds the premium that the investor paid for the option, the
investor will realize a gain in yen on his investment in the option. However, if the yen has depreciated relative to the dollar
since the investor purchased the option, the gain may be reduced or even converted to a loss when the yen are converted
back to dollars. This is so because, although the yen received upon the sale of the pounds may exceed the exercise price
plus the premium paid in yen, there is no guaraniee that, when the yen are converted back to dollars at the current rate, the
dollars received will exceed the exercise price plus the premium paid in dollars. If the investor converts the pounds directly
into dollars rather than to yen and then to dollars, the result would be the same since the amount of the dollars received
would be expected to be approximately the same, ignoring any difference in transaction costs and any timing differences in
the two-step process.

Similar considerations will apply if the investor liquidates his investment in a cross-rate option by selling it rather than by



exercising it.

EXAMPLE: Assume in the previous example that the premium value of the call option has increased
permitting the investor to liquidate his investment in the option by selling it for more yen than he paid for it. If the exchange
rate between the U.S. dollar and the Japanese ven has not changed, the investor should be able to convert the ven received
on the sale of the option to a U.S. dollar amount greater than his original investment. If, on the other hand, the ven has
declined in value relative to the U.S. dollar, the investor's gain in yen may be reduced or converted to a loss when the
premium received on the sale of the option is converted to dollars.

3. The exchange rates of foreign currencies (and therefore the prices of foreign currency options) could be significantly
affected, fixed or supported directly or indirectly by government actions. Government actions could increase risks to
investors in both dollar-denominated and cross-rate options if exchange rates were not free to fluctuate in response to other
market forces. Investors in options involving currencies of countries that participate in the European Monetary System
("EMS") should note that, as of the date of this booklet, exchange rates among EMS currencies are subject to exchange rate
agreements and intervention mechanisms of the EMS. The monetary authorities of other countries may also intervene,
either independently or in concert with others, to attempt to affect the exchange rates between their currencies and other
currencies.

4. Because foreign currency transactions occurring in the interbank market involve substantially larger amounts than those
likely to be involved in the exercise of individual foreign currency option contracts, investors who buy or write foreign
currency options may be disadvantaged by having to deal in an odd lot market for the underlying foreign currencies at prices
that are less favorable than for round lots. Because this price differential may be considerable, it should be taken into
account when assessing the profitability of a foreign curmrency option transaction that will involve the exchange of one
currency for another.

5. There is no systematic reporting of last sale information for foreign currencies. There is reasonably current,
representative bid and offer information available on any market where foreign currency options are traded, in certain
brokers' offices, in bank foreign currency trading offices, and to others who wish to subscribe for this information. There
is, however, no regulatory requirement that those quotations be firm or be revised on a timely basis. The absence of last
sale information and the limited availability of quotations to individual investors may make it difficult for many investors to
obtain timely, accurate data about the state of the underlying market. In addition, the quotation information that is available
18 representative of very large round lot transactions in the interbank market and does not reflect exchange rates for smaller
odd lot transactions. Since the relatively small amount of currency underlying a single foreign currency option would be
treated as an odd lot in the interbank market, available pricing information from that market may not necessarily reflect
prices pertinent to a single foreign currency option contract.

The quotation information available to investors may be from sources that are different from those used to calculate the
exercise settlement value of cash-settled foreign currency options. An investor who attempts to realize the intrinsic value of
such an option through an exercise rather than by selling the option in a closing transaction runs the risk that the exercise
settlement value may be less than appears from the information then available to him.

6. Foreign governmental restrictions or taxes could result in adverse changes in the cost of acquiring or disposing of foreign
currencies. If OCC determines that such restrictions or taxes would prevent the orderly settlement of delivery foreign
currency option exercises or would impose undue burdens on parties to exercise settlements, it has authority to impose
special exercise settlement procedures, which could adversely affect some investors.

7. The interbank market in foreign currencies is a global, around-the-clock market. Therefore, the hours of trading for
foreign currency options do not conform to the hours during which the underlying currencies are traded. To the extent that
the options markets are closed while the market for the underlying currencies remains open, significant price and rate
movements may take place in the underlying markets that cannot be reflected in the options markets. The possibility of
such movements should be taken into account in relating closing prices in the options markets to those in the underlying
markets. In addition, this creates a risk that foreign currency options may be exercised on the basis of price movements in
the underlying currency after the close of trading in the options markets, when writers are no longer able to close out their
short positions.



8. Since exercise settlement of physical delivery foreign cumrency options — whether they are dollar-denominated or
cross-rate options — occurs within the country issuing the underlying foreign currency, investors must accept or make
delivery of the trading and underlying foreign currencies through their brokerage firms in conformity with any U.S. or
foreign restrictions or regulations regarding the maintenance of foreign banking arrangements by U.S. residents, and may be
required to pay any fees, taxes or charges associated with such deliveries.

9. Exercise settlement of physical delivery foreign currency options — whether they are dollar-denominated or cross-rate
options — is made through OCC's correspondent banks in the country of origin. Investors may be exposed to losses in the
event that a correspondent bank should fail during the settlement process.

10. As in the case of other cash-settled options, writers of cash-settled foreign currency call options cannot fully provide in
advance for their potential settlement obligations by acquiring and holding the underlying interest. Although a call writer
may hold the quantity of the currency underlying the option, there is no assurance that if he is assigned an exercise he will
be able to sell such currency at the exercise settlement value.

11. If a cash-settled foreign currency option is exercised based upon a reported exercise settlement value that is in error, the
holder and the writer will ordinarily be obligated to make settlement based on the exercise settlement value as originally
reported, even if the value is subsequently revised or determined to have been inaccurate. In extraordinary circumstances
(e.g., where the value as initially reported is obviously wrong and inconsistent with other available price information and a
corrected value is promptly announced), OCC has discretion to direct that the exercise settlement be based on the corrected
value.

12. If cash-settled foreign currency options expire on a trading day — as is the case with the cash-settled options traded at
the date of this booklet — there will ordinarily be an abbreviated trading session in those options on the morning of their
expiration date. If the opening of the options market should be delayed for any reason on that day, there may be no trading
at all that day in those options. Accordingly, holders and writers who wait until the last trading day to close out their
positions in closing transactions in those options run a risk that they may be unable to do so.

13. If OCC determines that the exercise settlement value for any cash-settled foreign currency option is unavailable for
purposes of calculating the cash settlement amount, OCC has the authority to suspend the settlement obligations of the
exercising holder and assigned writer of such option or to fix the cash settlement amount based on the best information
available to OCC, or to do both. Accordingly, there is a risk to both holders and writers that the settlement of exercised
cash-settled foreign cuirency options may be postponed and may be based on a determination by OCC rather than by the
procedures specified by the options market on which the options are traded.

SPECIAL RISKS OF FLEXIBLY STRUCTURED OPTIONS
In addition to the risks discussed above, the following special risks are applicable to flexibly structured options.

1. Because flexibly structured options have variable terms that are fixed by the parties, there are no pre-established series of
flexibly structured options. Rather, many different series of flexibly structured options may be created and outstanding at
any given time as a result of the various designations of variable terms that are made in different transactions. Secondary
trading interest in flexibly structured options may therefore be spread over a larger number of series than the trading interest
in other options, the trading interest in any particular series of flexibly structured options may be very limited, the secondary
markets in flexibly structured options may be less deep, liquid and continuous than the markets in other options on the same
underlying interests, and the premiums for flexibly structured options may not correlate with premiums for such other
options.

2. OCC may base its calculations of the margin requirements of OCC's Clearing Members for positions in a series of
flexibly structured options on an estimate derived from data and factors OCC deems pertinent in respect of quotations and
transactions in that options series and in other options series. Alternatively, OCC may fix such margin requirements at a
level it deems necessary to protect the respective interests of OCC, the Clearing Members and the public. As a result, the
Clearing Member's margin requirements for positions in flexibly structured options may differ from — and may be



significantly greater than — the margin requirements applicable to similar positions in other options on the same underlying
interest. Such differences may cause Clearing Members to require customers that maintain positions in flexibly structured
options to deposit more margin for flexibly structured options positions than for positions in other options. To the extent
OCC's estimate of the current value of a flexibly structured option is used in the determinations of the margin requirements
of the Board of Govemors of the Federal Reserve System, the options markets and other self-regulatory organizations, it
may also cause such margin requirements to be greater than they would be for other options.

CHAPTER XI
SCOPE AND LIMITATIONS
OF THIS BOOKLET

Readers should be aware of the scope and limitations of this booklet set forth below:

1. This booklet has been prepared by the ULS. options markets for distribution pursuant to the requirements of SEC Rule
9b-1 under the Securities Exchange Act of 1934 and the rules of the U.S. options markets. This booklet is not intended to
meet other requirements which mav be in effect in any jurisdiction and should not be relied upon for that purpose.

Under the applicable SEC regulatory scheme for options, this booklet is not a prospectus. Nothing in this booklet should be
construed as furnishing investment advice or as being a recommendation, solicitation or offer to buy or sell any option or
any other security. A prospectus of OCC relating to options is available without charge upon request addressed to OCC,
One Financial Place, 440 S. LaSalle Street, 24th Floor, Chicago, [llinois 60605, or any of the U.S. options markets. The
OCC registration statement relating to options, which includes the OCC prospectus and the financial statements of OCC, is
available for inspection at the offices of OCC, and copies may be obtained from the SEC, Room 1024, 450 5th Street,
N.W., Washington, D.C. 20549, upon payment of the fees prescribed by the SEC. Additional information concerning OCC
— but not the options markets — is included in the OCC prospectus and registration statement.

2. Only the U.S. options markets on which an option is authorized to be traded are responsible for the statements in this
booklet concerning that option.

3. The options markets do not intend this booklet to be incorporated by reference into the OCC prospectus or into any other
publication that may be prepared or distributed by OCC, an options market or any other person (other than a document that
has been specifically designated to be a supplement to this booklet and that has been filed with the SEC pursuant to Rule
9b-1). The fact that another document states that this booklet is available, or states from whom this booklet may be
obtained, or recommends that this booklet be read and understood, does not mean that this booklet has been incorporated by
reference into that other document.

4. No other publication is incorporated by reference into this booklet. The fact that this booklet refers to information that
may be available in other publications does not mean that any of those other publications has been incorporated into this
booklet.

5. This booklet does not attempt to present a complete description of all of the provisions governing options. These are set
forth in applicable laws, in the rules and regulations of the SEC and other regulatory agencies, and in the rules,
interpretations, policies and procedures (collectively called "rules™) of OCC, the options markets and the foreign clearing
houses that act as "associate clearing houses” of OCC that may be in force from time to time.

This booklet also does not attempt to describe either the rules that govern the structure or conduct of options trading or the




forms and procedures for trading in the various options markets. These matters differ from one options market to another,
and they may change from time to time. As examples, the various options markets may utilize different market-making
systems (with some markets using a specialist system, others a competing market-maker system, and others a combination
of the two), order routing systems, and automatic order execution systems. Morcover, as advances are made in computer
technology, the trading and market-making systems and the other trading procedures of the options markets are likely to
evolve and change — or even be radically different from what they now are.

At particular times — such as when unusual conditions or circumstances exist, which for example may occur on and after
days on which there have been substantial or volatile price movements in the securities markets generally or in the markets
for underlying or related interests — the options markets may have authority under their rules to modify the application of
some or all of their trading rules and procedures or to take such actions as they may deem appropriate in the circumstances.

Such actions could include, among other things, changing the manner in which trading in particular options is conducted,
extending trading hours for particular options, halting trading in particular options, restricting the types of orders that may
be employed, and modifying or eliminating the bid/asked differential at which market-makers or specialists may quote. The
taking of such actions by an options market often is promptly disclosed to the trading crowd in that options market, to
representatives of brokerage firms that are members of the options market, and/or to price vendors, but the actions may be
taken without public notice, and there can be no assurance that disclosure will be made in a manner that will permit
investors to learn of the actions in a timely way.

OCC and the options markets have broad discretion under their rules to take a variety of actions in particular
circumstances, and readers should not assume that any organization will exercise its discretion in a particular way in any
particular circumstance. A statement in this booklet to the effect that OCC or an options market has authority or discretion
to take a particular action does not mean that it will necessarily take that action. To the contrary, it should be understood
from such a statement that the organization also has authority not to take that action. Moreover, it should be understood
that OCC and the options markets have broad discretion in the manner in which they interpret their own rules.

OCC and the options markets have no duty to enforce, or to oversee the enforcement of, each other's rules. OCC and each
.S, options market has a general statutory obligation to enforce compliance with its own rules by its own members.

However, there can be no assurance that all such rules will always be complied with by members, since frequently the only
means of enforcing compliance with rules is to impose disciplinary sanctions after the fact on those who have violated them.

Readers desiring information concerning the rules of OCC or any of the options markets as to the terms of options, the
manner in which options are traded or in which a market functions, the trading hours of a particular options market, or
other related matters, or information conceming any of the other matters referred to herein, may obtain the information from
the relevant organization. Information concerning a foreign options market or associate clearing house is generally
available from that organization.

6. The U.S. options markets have rules applicable to the handling of customer accounts and the execution of buy and sell
orders that impose special requirements with respect to approval of customer accounts for options trading and
recommendations of particular option transactions. This booklet does not attempt to describe those requirements, the laws
and rules governing brokerage firms and other securities professionals, or the agreements, procedures and internal rules of
brokerage firms that are applicable to the approval and opening of customer accounts, the handling and execution of orders,
the transmission to brokerage firms of instructions to exercise or not to exercise options, the manner or time in which
writers of options are notified by their brokerage firms that options have been assigned an exercise, the handling of
customers' funds, securities and accounts, the safeguarding of customers' positions in options, or other matters relating to
the handling of options transactions by brokerage firms. Readers should consult with their own brokerage firms for
information concerning such matters.

7. This booklet does not attempt to describe the nisks to investors that mav be associated with the wayv trading is conducted
in any particular options market or in any market for an underlving or related interest. The reader should not assume that
either the options markets or the markets for underlying or related interests will be efficient, liquid, continuous and orderly
in all circumstances or that they will be or remain open at all times. Even on relatively normal days, there will be variances
in the market-making performance of specialists and market makers in the various markets which derive primarily from
differences in individual skills, capital, willingness to accept risk, ability to hedge risk, trading strategies, and




market-making obligations, and these variances are likely to be exacerbated during times of greatly increased volume or
volatility. Although specialists and market makers in some markets have certain obligations to assist in the maintenance, so
far as is practicable, of a fair and orderly market, traditional indicators of orderliness are difficult to apply to the trading of
derivative products such as options and there is a risk that the market-making system of a particular market will not operate
effectively, efficiently or in an orderly manner at particular times. The nature and scope of that risk are not among the types
of risk discussed further in this booklet.

It is also possible that the systems of an options market, or of a market for an underlying or related interest, may fail or may
not work effectively or efficiently at times. During the past few years, for example, the operations of various U.S. markets
have been disrupted by earthquake, flood, fire, electricity outages, and computer failure. Moreover, no system can be
expected to work perfectly at all times. The options markets may rely on manual methods to record trade information, and
errors or omissions can occur in their reports of price, volume and other information, and these can be expected to be
xacerbated on days of significant volume or volatility.

It is also beyond the scope of this booklet to discuss the risks that may result to investors from the use by market
participants of options pricing theories. There are a number of publications that are commercially available which discuss
such theories.

8. This booklet does not attempt to describe risks that may be inherent in an investment in the underlving interest. It is
obvious that the investment potential of an option can be dependent on the performance of the underying interest and that
investors in options are therefore subject to the risks that may affect the value of that interest. For example, one of the risks
undertaken by a purchaser of a call option (or a writer of a put option) on XYZ stock is that XYZ may decline in price
during the life of the option. The risk of this decline is dependent on the risks that may affect the economy or the stock
market generally or XYZ specifically. Similarly, the holder of a dollar-denominated option on a foreign currency is subject
to the risk factors affecting the relative values of the T.S. dollar and the foreign currency. A discussion of these types of
risks is beyond the scope of this booklet.

9. This booklet does not attempt to describe systemic risks that could affect the options markets and the investors in those
markets. The options markets, like all securities markets, are interrelated with, and frequently interdependent upon, other
aspects of national and international financial and capital systems and upon the national and world economy. Any
disturbance or crisis of one part of these interrelated systems could severely disrupt or even threaten the performance of the
options markets or of OCC. Bank failures, payments breakdowns, large and sudden economic shocks, the failure of a large
securities firm, market or clearing organization, or other such events could cause other failures on a widespread basis and
could affect the liquidity and solvency of the participants in the options markets. The specific causes of systemic failure or
disruption are not easy to predict, and a discussion of them is beyond the scope of this booklet.

10. All examples in this booklet are based on hyvpothetical values that are not necessarnily indicative of the prices in an actual
transaction. Readers should not assume that options will necessarily be priced in accordance with any example in this
booklet or in accordance with any pricing formula or model. As noted in the discussion of "Premium"” in Chapter II, option
premiums are not fixed by OCC or any of the options markets.

11. The examples in this booklet do not include tax consequences, commissions or other transaction costs, nor do they
include the impact of applicable margin requirements. As discussed in Chapter 1X, these items can be very significant and
should be taken into account by all investors.




DECEMBER 1997
SUPPLEMENT

To accommodate the introduction of trading in cash-settled options on indexes of mutual funds, the February 1994
edition of the booklet entitled Characteristics and Risks of Standardized Options is amended by adding the following
disclosure to Chapter I'V, Index Options, following the third full paragraph on p. 26:

Index options may be traded on underlying indexes designed to reflect the net asset values of selected mutual funds in
specified categories. For example, an underlying index may be designed to reflect the net asset value of a selected group of
growth funds, or a selected group of growth and income funds. These indexes are calculated and disseminated based on the
reported net asset values of the mutual funds included in the index. Mutual funds typically report their net asset values only
once per day following the close of trading in the primary markets for the securities held in the funds' investment portfolios.
Mutual fund indexes are based on these closing values and are not updated during the trading day. Mutual fund indexes as
reported during the trading day will thus be based on non-current information, not only because the funds' portfolios may
have changed since the previous day's close, but also because the values of the funds’ portfolio securities during the trading
day may vary from their values at the previous day's close. Therefore, reported fund index values should not be relied upon
as indicative of the current values of the mutual funds included in the indexes. In this respect, mutual fund indexes are
comparable to other indexes that are not updated during the trading day, including certain foreign stock indexes. These other
indexes are not updated because their component stocks may not be traded in their primary home country markets during all
or part of the options trading day.



March 2000 Supplement to
Characteristics and Risks of
Standardized Options

The February 1994 edition of the booklet entitled Characteristics and Risks
of Standardized Options (the " options booklet”) isamended as follows:

1. The second full paragraph after the example on page 21 of the
options booklet isamended to read:

When an underlying security is converted into a right to receive a fixed
amount of cash, options on that security will generally be adjusted to require the
delivery upon exercise of a fixed amount of cash, and trading in the options will
ordinarily cease when the conversion becomes effective. As a result, after such an
adjustment is made all options on that security that arenot in the money will
become worthless and all that are in the money will have no time value. If the option
is European-style (as may bethe casefor a flexibly structured stock option designated
as a European-style option), the expiration date of the option will ordinarily be
accelerated to fall on or shortly after the date on which the conversion of the underlying
security to a right to receive cashoccurs. Holders of an in the money option whose
expiration dateis accelerated must be prepared to exercise that option prior to the
accelerated exercise cut off time in order to prevent the option from expiring
unexercised. Writers of European-style options whose expiration date is subject
to being accelerated bear the riskthat, in the event of suchan acceleration, they may
be assighed an exercise notice and be required to performtheir obligations as writers
prior to the original expiration date. When the expiration date of a European-style
option is accelerated, no adjustment will be made to reflect the accelerated
expiration date. There is no assurance that the exercise settlement date for an
accelerated option will coincide with the date that thecash payment to the holders
of the underlying security becomes available from the issuer of the underlying
security. Covered writers of an accelerated option may therefore be required to pay
the cash amount in respect of the option before they receive the cash payment on
the underlying security.

2. The third and fourth sentences of the paragraph under "Excercises and
Settlements" on page 47 of theoptions booklet areamended to read:

However, unlike most other options, flexibly structured index options that
are in the money on the expiration date may be exercised automatically. In the
future it may be provided that flexibly structured index options will be exercised
automatically only if they arein the money by a specified amount.

This supplement supercedes the October 1996 supplement to the options
booklet.

private/dwd/hMarch2000 Supp.doc



FEBRUARY 2003
SUPPLEMENT

This suppiement supersedes and repiaces the
November 1998 and August 2000 Supplements to
Characteristics and Risks of Stsndsardized Options (the
“Booklet”). Part | of this supplemant pertains ta oplions on
interests ininvesimetit companies and similar entities, Part i
of this supplement pertains fo special exercise settlfemant
procadures oF resivictions that may be imposed on index
options, foreign currency aplions, stock options, and other
aptions uporn the scourrence of cetlain extraordinary everits.
Part ill of this supplemant discloses that a regisiralion
statement and prospecius for the aptions covered by the
Boaokiet will no longer be available from OCC or the S,
options exchanges.

Part I. Options on Fund Shares. To accommodale
options on interests in cerain enblies holding porifoiios of
either equity or debt securities, or bath, the Bookiet is
amended as folfows:.

The Hirst fulf paragraph on page 2 is ameiided to read:

Each options market seiects the underlying interests on
whiich aptions are traded on that market, Options are cur-
rently availabie covering four types of uinderlying interasis:
equity securities {which tarm includes "“fund shares”
described in Chapter ), stock indexes, government debt
securities, and foreign cuirencies. Options on ather types of
underlying interests may become available in the futire,

The first paragraph of Chapier i, appearing on page 18,
15 amended 1o read:

Theterm “siock oplions” is used broadly in this Bookiet
fc include not oniy options cn common stocks but also
cpticns on all cther types of equity securities, such as limited
partnership interests, “American Depository Receipts” and
“Arnerican Depository Shares” representing interests in for-
eign entities, preferred stocks, and fund shares. The ferm
“fund shares” includes interests in rusts, investrnant com-
panies and cther entities holding portfolios of securities
{including non-equity securities), and as used in this Booklet
the term “equity securities” includes fund shares, Options
arc available on equity securities that are tisted and traded
on exchanges ar traded in the NASDAQ stock markset and
designated as naticnal market system sscuriliss, or that are
tfraded nhoth in the NASDAQ stock market and on
exchanges.

The first paragraph under the caption "FEATURES OF
STOCK OPTIONS” on page 18 [s amended to read:

As a general rule, a single stock option covers
100 shares of the underlying security, although inthe case of
options covering fund sharas, options covering 100 or
1000 shares may be available. Glher stock options depart-

ing from the general ruie may be introduced in the future.
The number of underlying shares coversd by any stock
cption may be adjusied afier the option is issued if cetain
events occl, as described helow,

The fourth paragraph on page 18 is amended 1o read:

As a general rule, no adjustrment is made for ordinary
cash dividends or disiributions. & cash dividend ar disiribu-
tion bty most issuers will generaily be considered “ordinary”
unless it exceeds 10% of the aggregate market value of the
undsriying security outstanding. Determinstions whether to
adjust for other cash dividends or distributions are made on
a case-by-case basis. As an exception to the general ruls,
options on fund shares will generally be adjusted for distri-
hutions of capitat gains in resipect of such interests, even if
the distiibution does not exceed 10% of the aggregale mar-
ket value of those interests.

Part li. Other Amandments. Chaplers VI, VIl{, and X of
the Bookiet are amendad as folfows:

Options Series Opened Before September 16, 2000

The foliowing amendment fo Chapter X of the Book-
et is effaciive only for series of options opened for trad-
ing before September 16, 2000.

A hew paragraph 1s added on page 78 al the end of the
section headed “8.7 The new paragrapfhi reads:

[t QCC detarmines that the primary market(s) for ane or
more companent securities of an undenying index did not
open for trading on a trading day at or before the time when
the current index value for that frading day would ardinarily
be determined, or that the current index value for & trading
cay is olhenwise unavailable tor the purposzes of calculating
the exercise settlemsant vaiue for an index aption, then OCC
may suspend selllement obligations for exercised an
assignzd ceontracts of the affacted series. In the event of
such a suspension, CCC will fix a new settlement date after
OCC determines that the cuirent index vaiue is available or
after QCC fixes the exercise settlement vaiue. If OCC deter
mines to fix the exercise settlement value, it will act through
an adjustment panel that will use its judgment as to what is
appioprisie for the protection of investors and the public
interest. Fora description of adjustment paneis, see “Adjust-
ment and Adjustment Paneis” in Chapter li. The panel may, if
it decms such action apprepriate for the protection of inves-
tors and the public interest, fix the exercise setilement value
on the basis of the reporied ievel of the underlying index at
the close of regular trading hours (as determined by QCC)
cn the last preceding fraging day for which a ciosing index
level was reporied by the reporting authority. An adjustment
panei’s detsrmination shall be conclusive, binding on all
investors, and not subject 1o review.

Options Series Opened After Sepiember 18, 2000

The following amendments fo Chapters VI, VI, and X
of #ie HBooklet zre eMective only for seiies of oplions
openad for frading after Seplembar 16, 2000.




Three new paragraphs are added on page 78 stihe end
of the section headed "8 The nsw paragraphs read:

i OCC determines that the primary market({s) for ons or
more componarnt securities of an underlying index did not
cpen ar remain apen for trading, or that the componert
securily or securities did not open or reimain open for trading
on the primary markst{s), on 3 frading day at or hefore the
titns when the current index value for that trading day would
ordinarily be determined, or that a current index valus or
cther price or value needed to calculate the exercise setile-
ment value for an index option is otherwise unreparied, inac-
surate, unreliable, unavailaole or inappropriate for purposes
of calculating the exercise selilement value, then OCC may
suspend settiement obligations for exercised and assighed
contracts of the affected series. In the svent of such a sus-
pensian, QGG will fix 2 new seitlement date after OCC deter
mines that the current index value is availabie or after QCC
fixes the exarcise setflement value.

i DCC determinas to fix the axercise settiement valus,
will act through an adjustment panel that will use its judg-
ment as to what is appropriate for the grotection of investors
and the public intersst. For a description of adjusimen
panels, see ‘Adjustment and Adjustment Panels™ in Chapter
Il. The panet may fix the exercise setilerment value using the
reported prics or value of the relevant security or sscurities
ar index {i) at the close of reguiar trading hours (as deter-
mined by OCC) o the last preceding trading day for which a
price or value was repored by the reporting authority, or
{i) at the opening of regular trading hours {as determined by
QGC) on the next iraging day for which a price or valus was
raepored by the reporing authority. Alternatively, the pansl
may fix the exerciss settlemant value using a price or vaiue
for the relevant sscurity or securilies or index, or using a
combination or average of sush prices ar valies, al or during
such time or tirnes that the pansl sees fil.

H an adjustment panel delays fixing an exercise setile-
ment value for a series of index options past the last lrading
day before expiration of that series, normal expiration exer-
cise procedures will not apply 1o the affected senes. instead,
exerrise settlemant will be postponed untilths next business
day followinyg the day when the adjustment panel fixes the
exercise settiement value, and each long position in the
affected series wili be treated as having been exercised if the
exercise setilement amounl per coniract for thal series is
$1.0D0 or more If the exercise seitlement amournt per con-
tract is less than $1.00, the option will bs treated as having
expired unexercised. As 3 result of these prosedurss, hold-
ers of expiring index cptichs may not know whether their
optinns have been exercised, and writers of such options
may riot know whelther they have been assigned an exersise
notice, until after the expiration dats. An adjustment pansl’s
deterrninations shall be conclusive, binding oh ali investors,
and not subject to reviaw,

ihe first paragraph on page 41 is aimended to read:

OO0 should determine that foreign governmental
rastrictions or taxaes wouid prevent the orderly setlerignt of

delivery forgign currenicy option exercises or would result in
vndus burdens on DCC or ils Clsaring Members, 2CC has
the autherily to_impose special exercise selilement ornce-
dures. These could range from technical changes in delivery
procedures o the fixing ot U.S. doliar settiement prices. i
special sxsrcise seltlement procedures are impased, inves-
tors may determine the nature of such procedures from their
orokers.

The iast paragraph an page 53 is amended 1o read:

In certain unuzual circumstances, an event may
threaten to reduce the availabie supply of an underlying
secUrity 1o a Isvel insufficient o allow seitiement [ all of the
autstanding option contracts for the affected security were
exercised. This could happen, for example, in the event nf a
successful tender offer for all or substantially ail of the out-
standing shares of an underlying security or if trading in an
undedying security were enjpined or suspended. If OCC in
its discretion determines that a situaticn of that type exists,
DCC may impose special sxercise settlerment procedures.
These szpecial procedures, apphlcable only when an
assigned call writer or an exercising put holder is unabls to
pbtain the undetlying security, may invoive the suspension
of the selilement obligations ot the holder and writer and/or
the fixing af cash sattlemeant prices in lisu of delivery of the
undatiying security. When special sxaicise seftlemant pro-
caduies are imposed, OCC will announce 1o its Ciearing
Members how seftiements are io be handlea. Investors may
cbtain that information from their brakerage firms.

On psge 61, the second paragraph of the seclion
hesded *5.” is amended o read:

Exercise restrictions imposed by OCC and the options
markeis affecting cash-ssttlec options gensrally cannot be
cantinted in effect bevond the opaning of business on the
lasttirading day before their expiration. Such exercise rastric-
tions affecting physical delivery nptions gensrally cannot be
wentinded beyond the pDpaning of business an the tenth
business day before their expiration.

Part ill. Exemption of Standardized Dptions from 1933
Act Registvalion. Efeciive January 2, 2003, the 3EC
exemplod standardized opliohs issued by a regisiered clsar
ing agency and traden on a registered nalional securilies
exchangs ot asscciation from the Securties Act of 1933,
excenl for the antifraud provisions of Section 17 of that Act.
Effective Janutary 10, 2003, the SEC approved an amsndmant
to OCCs most recent registration staternent under thal Act
terminaling the regisiration of alf snsold put and call options.
AS 8 rasil of these actions, the sfandardized options cowv-
arad by this Bookisf ars no longar reguired 1o be registersd
uticder that Act; an OCC regisiration stalement will no longer
he available for inspaction at DCC s office; and coplies of an
OCC prospecius for standardized opticns Will no lohger be
available from OCC or the LLE, oplions markels,




January 2004 Supplement
to Characteristics and Risks
of Standardized Options

This supplement supersedes and replaces the
November 1995 Supplement to, and amends specified
poriions of, Characteristics and Risks of Standardized
Options (the “Booklet”).

To permit greater flexibility in the methods used for
assigning options exercises, the Booklet is amended by
replacing the first two paragraphs folfowing the caption
“Assignment” in Chapter Vil of the Booklet with the
following:

OCC follows established procedures for assigning
exercises to Clearing Member accounts that contain
short option positions identical to the exercised options.
These procedures may be different for different classes
of options. A description of OCC’s assignment proce-
dures and the options classes to which they apply is
available on request from OCGC at One North Wacker
Drive, Suite 500, Chicago, lllinois 60606.

Assignments are ordinarily made prior to the com-
mencement of trading on the business day following
receipt by OCC of the exercise instruction. In the case of
options traded in evening sessions, exercise instructions
received by OCC on a business day are ordinarily
assigned prior to the opening of trading in that day’s
evening session.

Exercises may be assigned by OCGC to a Clearing
Member’'s customers’ account. In that event, the Clearing
Member must in turn assign those exercises to its cus-
tomers maintaining positions as writers of the exercised
options series. The rules of the options markets reguire
their member firms to establish fixed procedures for allo-
cating assignments to customers (e.g., random selection
or “firgt-in, first-out™) and to inform their customers of the
method used and how it works.

Regardless of the method used, an option writer is
subject to the risk each day the option is exercisable that
some or all of his short position may be assigned. (See
the discussion in Chapter X under “Risks of Option Writ-
ers.”’) However, if less than all of the open interest in an

(continued on other side)

January 2004 Supplement
to Characteristics and Risks
of Standardized Options

(continued from other side)

options series is exercised, OCC's procedures for
assigning exercises to Clearing Members and brokers’
procedures for allocating assignments to customers may
affect the likelihood that a customer's position will be
assigned and the potential size of the assignment.

To address special considerations with respect fo
the deadlines for the exercise of cerain options that
expire on a day on which an options market is open for
trading, the fourth paragraph under the caption “How fo
Exercise” in Chapter Vill of the Booklet is amended fo
read as folfows:

A brokerage firm's cut-off time for accepting exer-
cise instructions becomes critical on the last trading day
before an option expires. An option that expires unexer-
cised becomes worthless. An option holder who intends
to exercise an option before expiration must give exer-
cise instructions to his brokerage firm before the firm's
cut-off time for accepting exercise instructions on the last
trading day before expiration. If the expiration date of an
option falls on a day on which an options market is open
for trading in that option, a brokerage firm's last cut-off
time for accepting exercise instructions prior to the
option’s expiration may be on the expiration date. Inves-
tors should be aware of their brokerage firm’s policies in
this regard. Many brokerage firms accept standing
instructions to exercise, or have procedures for the exer-
cise of, every option which is in the money by a specified
amount at expiration. These procedures often incorpo-
rate by reference OCC’s administrative procedures that
provide for the exercise of every option that is in the
money by a specified amcunt at expiration unless the
Clearing Firm carrying the option in its accounts instructs
OCCG not to exercise the option. Investors should deter-
mine from their brokerage firm the applicable cut-off
times, the firm’s procedures for submitting exercise
instructions, and whether any of their options are subject
to automatic exercise. Investors should also determine
whether the exercise of their options is subject to stand-
ing instructions of their brokerage firm, and, if so, they
should discuss with the firm the potential consequences
of such instructions.




DISCLOSURE OF RISKS OF MARGIN TRADING

Interactive Brokers (“I1B”) is furnishing this document to you to provide some basic facts about purchasing securities and futures contracts on
margin, and to alert you to the risks involved with trading in a margin account. “Margin trading” can mean engaging in a transaction in which
securities are purchased partially through a margin loan extended to you by Interactive Brokers, for which the securities act as collateral. Margin
trading can also mean trading investment products such as futures or options in which an initial “margin” deposit is made to secure your
obligations and further margin may be required to secure your obligations as the value of your positions changes.

This document also describes special risks associated with trading on margin in an IRA account, as described below.

Before trading stocks, futures or other investment products in a margin account, you should carefully review the margin agreement provided by
IB, and you should consult IB regarding any questions or concerns you may have with your margin accounts.

When you purchase securities, you may pay for the securities in full or you may borrow part of the purchase price from IB. If you choose to
borrow funds from 1B, you will open a margin account with the firm. The securities purchased are IB’s collateral for the loan to you. If the
securities or futures contracts in your account decline in value, so does the value of the collateral supporting your loan, and, as a result, 1B can
take action, such as sell securities or other assets in any of your accounts held with IB or issue a margin call, in order to maintain the required
equity in the account.

You should understand that pursuant to the IB Margin Agreement, 1B generally will not issue margin calls, that IB will not credit your
account to meet intraday margin deficiencies, and that IB generally will liquidate positions in your account in order to satisfy margin
requirements without prior notice to you and without an opportunity for you to choose the positions to be liquidated or the timing or
order of liquidation.

In addition, it is important that you fully understand the risks involved in trading securities or futures contracts on margin. These risks include the
following:

e You can lose more funds than you deposit in the margin account. A decline in the value of securities or futures contracts that are
purchased on margin may require you to provide additional funds to IB that has made the loan or must put up margin to avoid the forced
sale of those securities or futures contracts or other assets in your account(s).

o IB can force the sale of securities or other assets in your account(s). If the equity in your account falls below the maintenance margin
requirements, or if IB has higher “house” requirements, IB can sell the securities or futures contracts or other assets in any of your accounts
held at the firm to cover the margin deficiency. You also will be responsible for any short fall in the account after such a sale.

e 1B can sell your securities or other assets without contacting you. Some investors mistakenly believe that a firm must contact them for a
margin call to be valid, and that the firm cannot liquidate securities or other assets in their accounts to meet the call unless the firm has
contacted them first. This is not the case. As noted above, IB generally will not issue margin calls and can immediately sell your securities
or futures contracts without notice to you in the event that your account has insufficient margin.

e You are not entitled to choose which securities or futures contracts or other assets in your account(s) are liguidated or sold to meet a
margin call. IB has the right to decide which positions to sell in order to protect its interests.

e IB can increase its ““house” maintenance margin requirements at any time and is not required to provide you advance written
notice. These changes in firm policy often take effect immediately. Your failure to maintain adequate margin in the event of an increased
margin rate generally will cause IB to liquidate or sell securities or futures contracts in your account(s).

° If IB chooses to issue a margin call rather than immediately liquidating undermargined positions, you are not entitled to an
extension of time on a margin call.

e  Special Risks of Trading on Margin in an IRA Account:

o Margin Trading in an IRA Account May Not Be Suitable Depending on Your Financial Circumstances. Trading requiring
margin (including futures trading and short option trading) involves a high degree of risk and may result in a loss of funds greater
than the amount you have deposited in your IRA account. You must determine whether trading on margin in an IRA account is
advisable based on your financial circumstances, your tolerance for risk, the number of years until your retirement, and other
factors. You should consult a professional financial advisor to determine if margin trading in your IRA account is consistent with
your financial goals.

0 You Must Closely Monitor Your Account and Your Trading to Avoid Adverse Tax Consequences: Trading requiring
margin (including futures trading and short option trading) may require deposit of additional funds to your account to maintain
sufficient margin. At the same time, provisions of the Internal Revenue Code place limits on the amount of funds that can be
deposited to an IRA account. Deposits to the account in excess of such limits may cause adverse tax consequences, including but
not limited to forfeiture of tax-advantaged status of the IRA account and/or penalties. As described above, IB will liquidate
positions in your account in the event that you cannot or does not deposit sufficient funds to satisfy margin requirements.



DISCLOSURE REGARDING INTERACTIVE BROKERS’ PROCEDURES
FOR ALLOCATING EQUITY OPTION EXERCISE NOTICES ASSIGNED BY OCC

As described in the Options Clearing Corporation (“OCC”) Publication "Characteristics and Risks of
Standardized Options", the OCC assigns exercise notices to clearing firms such as Interactive Brokers LLC (“IB
LLC"), [the US-located affiliate of Interactive Brokers (U.K.) Limited (“IB UK”) that arranges for the execution
and clearing of IB UK customer trades] using a specified assignment procedure. IB LLC, in turn, is required to
maintain a procedure to allocate such exercise notices to those IB LLC and 1B UK customers who hold short
positions in the relevant options. Upon assignment, IB LLC and IB UK customers shall be required: (1) in the
case of an equity option, to deliver or accept the required number of shares of the underlying security, or (2) in
the case of an equity index option, to pay or receive the settlement price, in cash. Customer understands that it
may not receive notice of an assignment from IB UK or IB LLC until one or more days following the date of the
initial assignment by OCC to IB LLC and that the lack of such notice creates a special risk for uncovered writers
of physical delivery call stock options.

Described below are IB LLC’s procedures for allocation of exercise notices, which are based on a
random selection process:

Steps

1. Each night, IB LLC receives from the Options Clearing Corporation (the “OCC”) the “OCC E&A” (exercise
and assignment activity) file in machine-readable format setting forth, on a per contract basis, the aggregate
exercise and assignment quantities to IB LLC.

2. For each contract assignment record, the IB System compiles a list, in ascending account number order, of
all IB LLC and IB UK customer accounts with short positions in the relevant contract.

3. Ifonlyone IB LLC or IB UK customer holds a short position in the contract assigned, that customer is
automatically allocated the assignment and no lottery is needed.

4. 1If more than one IB LLC or IB UK customer holds a short position in the contract assigned, the 1B System
runs an automated random lottery to determine the allocation of quantities that are to be assigned to each IB
LLC or IB UK customer. The IB System shall:

a. Assign two sequence ranges to each customer’s holdings (see Exhibit A).

b. Generate a random number to find a “Starting Point”. The Starting Point is the customer contract
sequence number from which the allocation of the assignment quantity begins. To generate a Random
Number, the IB System will:

» Initialize the Oracle random number generator with the system time (HH24MISS)
» Find the Random Number by taking the MOD (random number, total position) + 1 to ensure
that the Random Number is between one and the total number of short contracts.

(Note: the IB System will generate a new Random Number for each lottery to be run.)

5. The IB System will then (a) find the account that has the assigned sequence range into which the Random
Number falls; and (b) select contracts to be assigned in increments of one, beginning with the contract that
correlates with the Random Number until the total number of contracts assigned has been satisfied.

6. The IB System will then process the assigned positions by (a) removing the options positions from
customers’ accounts and (b) if the option delivers underlying stock, entering the corresponding stock trades
at the strike price or (c) if the option assignment settles in cash, entering the corresponding cash debit.



EXHIBIT “A”

Assume there are 1186 options contracts held at OCC for 10 customers and that 50 contracts are assigned to
Interactive Brokers LLC (“IB LLC”) by OCC.

1. Assigned Security numbers to each Security:

No. of Contracts Assigned Security Numbers

Customers held at OCC 1* Range 2" Range
A 1 0001 1187
B 50 0002-0051 1188-1237
C 100 0052-0151 1238-1337
D 2 0152-0153 1338-1339
E 1 0154 1340
F 1 0155 1341
G 1000 0156-1155 1342-2341
H 1 1156 2342
| 10 1157-1166 2343-2352
J 20 1167-1186 2353-2372

Total in OCC 1186

2. FIND A STARTING RANDOM NUMBER BETWEEN 0001 AND 1186 using the Oracle
random number generator.

3. ASSUMING THE RANDOM NUMBER GENERATED WAS 0396, ALLOCATE THE 50
CONTRACTS TO CUSTOMERS STARTING AT CONTRACT NUMBER 0396.

SUMMARY OF ALLOCATION

No of Contracts Allocation of
Customer Held at OCC Options Contracts
A 1 0
B 50 0
C 100 0
D 2 0
E 1 0
F 1 0
G 1000 50
H 1 0
| 10 0
J 20 0

(éa]
o

Total at OCC 1186




Interactive Brokers LLC
Business Continuity Plan Disclosure

I. Introduction

In accordance with applicable regulations, Interactive Brokers LLC has developed a Business Continuity Plan to assist the
firm in appropriately responding to a significant business disruption as promptly as possible under prevailing conditions.
Among other things, IB's Business Continuity Plan:
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%

Identifies Emergency Contact Personnel to the firm's regulators;

Describes the systems infrastructure protections that the firm has established in an effort to minimize the potential

adverse effects of a disruption (for example, redundancy of telecommunications and power generation, fire

protection and building security);

¢ Describes the firm's daily back-up of specified data and records and maintenance of back-up media at secure off-
site locations;

¢ Identifies the firm's Disaster Recovery Site(s) and the methods that the firm would use to recover particular data
and operations at the site;

¢ Identifies important firm operations and where applicable, describes how those operations could be re-established
in the event of a disruption;

« Identifies the means by which IB will provide customers prompt access to their funds and securities and/or the
ability to transfer their funds and positions to another broker or futures commission merchant in the event of a
disruption of such magnitude that IB does not intend to continue business; and

% Describes the means by which IB will communicate with its customers, employees, business constituents and

regulators in the event of a disruption.
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In the event of a significant business disruption, IB intends to continue its operations to the extent reasonable and practical
under the circumstances and will place utmost priority in re-establishing the data and operational systems necessary to
provide its customers with prompt access to their funds and securities.

IB intends to respond to disruptions of particular scope as follows:

1I. Branch Office Disruption

Basic Access to Funds and Securities in the Event of a Branch Office Disruption: Critical systems and
personnel necessary to provide customers with access to their funds and securities generally are not dependent on operation
of IB's branch offices (Chicago, London, Hong Kong and Zug, Switzerland). Thus, IB does not anticipate that even a
significant disruption to the operations of a single IB branch office would have more than a temporary impact — if any — on
customers’ basic access to their funds and securities.

Connection to IB Trading System for Certain Customers: In the event of a significant disruption to certain
branch offices, customers that connect to the IB online trading system (e.g., the IB Trader Workstation) through the branch
office likely would temporarily lose the ability to connect to the trading system. This likely would last only briefly, as
connections for these customers could be reestablished through other IB offices in as little as a matter of hours. Recovery
time probably would be minimal (measured in hours or days). Customers would still have the ability to place trades by
telephone during the temporary outage. Customers’ access to account functions other than trading (e.g., deposits and
withdrawals, account management, etc.) likely would be unaffected, as connections for many internet based functions other
than trading are not location-dependent.

We remind our customers that electronic and computer-based facilities and systems such as those provided by IB
are inherently vulnerable to disruption, delay or failure. As specified in the IB Customer Agreement, customers must
maintain alternative trading arrangements in addition to their IB accounts for the placement and execution of customer
orders in the event that the IB system is unavailable.

Connection to Market Centers in Same Region as Branch: A significant disruption in a branch office could
temporarily impact all IB customers’ ability to execute trades on market centers in the same geographic region of the
branch office, because necessary communications lines or personnel could be affected. In this case, IB would strive to
reconnect to affected markets from its Greenwich, CT headquarters, another branch office, or through a third party.



Recovery time to restore some basic ability to trade on local markets probably would be minimal (measured in hours or
days).

Other Branch Office Functions: Most important operations performed in IB branch offices, such as Customer
Service, Account Application Processing, Compliance, etc. are also are performed in other IB offices and could be migrated
to similarly-trained personnel in other branch offices promptly. Accordingly, IB does not anticipate that localized failures
in a branch office would have a substantial negative impact on the firm's ability to respond to customer needs. Recovery
time would be minimal.

111. Headquarters Disruption

In the Event of a Modest Disruption at IB’s Headquarters: IB has generally designed its systems, procedures
and personnel structure such that there is significant redundancy and cross-capability. Limited disruptions affecting
particular communications lines, particular pieces of computer hardware, or particular systems typically can be addressed
quickly through use of redundant systems with similar capability. Likewise, the firm has significant capacity and capability
in its branch offices, both in terms of systems and personnel, such that limited disruptions in particular areas at the firm’s
headquarters may be ameliorated quickly.

In the Event of a Very Significant Disruption at IB’s Headquarters: IB's response to a very significant
disruption at its headquarters necessarily will depend on the extent of the damage caused thereby. In the event of a total
loss of IB’s headquarters, or the data processing center at its headquarters, IB intends to recover, at its Disaster Recovery
Site(s), the relevant data and operational systems (e.g., trade and account data and modified versions of its market data,
credit vetting and customer authentication capability) necessary to provide customers prompt access to their funds and
securities. IB’s Disaster Recovery Site(s) are located in remote geographic locations that should not be subject to the same
communications, electricity and/or transportation restrictions that may be experienced in the firm's Greenwich
headquarters.

During the immediate aftermath period of, for example, a terrorist attack resulting in the destruction of the firm’s
Greenwich headquarters, the firm does not anticipate that customers could continue to place new trades. IB anticipates that
it could recover customer data and position information at its Disaster Recovery Site(s) and establish basic customer access
to funds and positions within approximately two to five days of a total loss of its headquarters operations. Thus, while they
could not trade, we anticipate that, within this 2-5 day window after the loss of the headquarters facility, customers would
be able to request withdrawal of funds or transfer of their positions to another broker whose operations were unaffected by,
for example, the terrorist attack. Although IB’s Business Continuity Plan is designed to provide customer access to funds
and securities within 2-5 days, the actual recovery time will depend on the nature of the disruption, how many IB facilities
and personnel are affected, the state of the national and global financial and banking system, and a host of other factors.

In the event of a very significant disruption or total loss of IB’s headquarters facilities, IB anticipates that the IB website
(www.interactivebrokers.com) could be restored quickly as a means to provide information to IB customers about the
extent of the disruption and the state of IB’s operations (assuming that the public internet remained available). Likewise,
because most customer service personnel are in offices other than at IB headquarters, IB anticipates that customers would
continue to be able to contact IB telephonically. Of course, in the event of a significant outage or major terrorist or other
disaster affecting the markets, large numbers of customers likely would try to contact IB at the same time, potentially
causing major delays.

Beyond the initial aftermath of a very significant disruption or total loss of the firm’s headquarters (i.e., in the time period
after the first 5 days), the firm would evaluate the nature of the disruption, the availability of its systems and personnel, its
financial condition, the condition of the national and global financial markets, and other factors, and the firm would
determine whether to restore full brokerage operations or to discontinue brokerage operations and require its customers to
transfer their accounts to another broker.

1V. City Wide Disruptions and Regional Disruptions

In the event of a significant city-wide or regional disruption in one of the cities in which an IB branch office is located, IB
would follow the procedures described in Section II (Branch Office Disruption) above. Since no two IB branch offices are
located in the same city or region, we expect that the disruption’s effects would be limited (see Section II above). In the
event of a significant city-wide or regional disruption, affecting the firm’s Greenwich, CT headquarters IB would follow the



procedures described in Section III (Headquarters Disruption). IB’s Disaster Recovery Site(s) are not located in the same
city or region as the firm’s headquarters.

V. Important Disclaimers

IB will adhere to the procedures set forth in its Business Continuity Plan and described in this disclosure to the extent
commercially reasonable and practicable under prevailing circumstances. However, there are innumerable potential causes
of a business disruption. In addition, disruptions (and the events that caused them) may vary significantly in nature, size,
scope, severity, duration and geographic location and will result in distinct degrees of harm to human life; firm assets; the
banks, exchanges, clearing houses and depositories with which the firm conducts business; and local, regional and national
systems infrastructure (e.g., telecommunications, Internet connectivity, power generation and transportation) that could
affect the firm's recovery in vastly disparate ways. In recognition of this, IB reserves the right to flexibly respond to
particular emergencies and business disruptions in a situation-specific manner which the firm deems prudent, in its sole
discretion. Nothing in this document is intended to provide a guarantee or warranty regarding the actions or

performance of IB, its computer systems, or its personnel in the event of a significant disruption.

IB may modify its Business Continuity Plan and this disclosure at any time. IB will post updates to its Business Continuity
Plan Disclosure on its website. Should you wish to receive a copy of an updated disclosure by mail, please contact the IB
Document Processing Department at newaccounts@interactivebrokers.com.




INSTRUCTION GENERALE
Q-22

DOCUMENTS D'INFORMATION SUR LES CONTRATS
A TERME, SUR LES OPTIONS NEGOCIABLES SUR
UN MARCHE RECONNU ET SUR LES OPTIONS
NEGOCIABLES SUR CONTRATS A TERME

1. Dans le cas de contrats a terme, le document d'information prévu par l'article
67 de la Loi présente l'information prévue a l'annexe 1.

2. Dans le cas d'options négociables sur un marché reconnu, a I'exception des
options sur contrats a terme, le document d'information prévu par |'article 67 de la
Loi reproduit I'annexe 2.

3. Dans le cas d'options négociables sur contrats a terme, le document
d'information prévu par l'article 67 de la Loi reproduit I'annexe 3.

Annexe 1
Document d'information sur les options ou les contrats a
terme négociables sur un marché organisé

Rubrique 1 :
Mises en garde

Les mises en garde suivantes apparaissent sur la page de titre du document



d'information :

1. " Aucune commission des valeurs mobiliéres ni aucune autorité similaire au
Canada ne s'est prononcée sur la qualité des titres décrits dans le présent
document;, toute personne qui donne a entendre le contraire commet une
infraction. "

2. " Le présent document contient sous forme abrégée les informations
relatives aux titres décrits. On pourra obtenir des renseignements supplémentaires
auprés de son courtier. "

Rubrique 2 :
Dénomination sociale

Donner en page de titre la dénomination sociale de la personne qui met en
circulation les options et a établi le présent document, ainsi que l'adresse de son
siege social.

Rubrique 3 :
Marché pour la négociation des options

Identifier en page de titre les marchés sur lesquels les options offertes sont
négociées.

Rubrique 4 :
Description des options

Décrire les principales caractéristiques des options.

Rubrique 5 :
Régles de négociation

Décrire les principales regles de négociation des options.

Rubrique 6 :
Objectifs et risques



1. Décrire les principales stratégies qui peuvent étre utilisées pour les options
d'achat et pour les options de vente.

2. Décrire les risques liés aux opérations sur options et notamment aux ventes
d'options a découvert.

Rubrique 7 :
Marché secondaire

Indiquer le fonctionnement du marché et la possibilité pour un acheteur et un
vendeur de liquider leurs positions.

Rubrique 8 :
Levée d'une option

Indiquer sommairement les mécanismes de levée d'une option et ce qui
survient lorsqu'une option expire sans avoir été levée.

Rubrique 9 :
Considérations fiscales

Indiquer briévement quelles sont les conséquences fiscales des divers types
d'opérations sur options.

Rubrique 10 :
Courtages

Indiquer sur quelles opérations s'appliquent les courtages.

Rubrique 11 :
Contrats a terme

Dans le cas des contrats a terme négociables sur valeurs ou des contrats a
terme de bons du Trésor, donner les informations exigées aux rubriques 1a 7, 9
et 10 compte tenu des adaptations nécessaires.

Décrire brievement les mécanismes de liquidation des contrats et ce qui
survient lorsque le contrat n'est pas liquidé avant la date de livraison.



Annexe 2
Document d'information sur les options négociables sur un
marché reconnu

" Aucune commission de valeurs mobiliéres ni aucune autorité similaire au
Canada ne s'est prononcée sur la qualité des options décrites dans le présent
document, toute personne qui donne a entendre le contraire commet une
infraction. Le présent document contient sous forme abrégée les informations
relatives aux options décrites. On pourra obtenir des renseignements
supplémentaires auprés de son courtier. "

L'achat et la vente d'options peuvent comporter des risques importants,
reliés surtout a l'utilisation qu'on fait des options et a I'objectif poursuivi. Elles ne
conviennent pas forcément a tous les épargnants. Voir les rubriques " Les
risques " et" Information supplémentaire "

Introduction

Le présent document d'information présente des informations générales sur
les options négociables sur un marché reconnu et compensées par une société de
compensation. On s'adressera a son courtier pour obtenir des renseignements sur
les fitres ou les produits qui font I'objet des options, les caractéristigues des
diverses options, les marchés reconnus sur lesquels elles sont négociées et les
organismes qui en assurent la compensation. On pourra également obtenir de son
courtier des renseignements sur les stratégies et sur les utilisations possibles des
options.

Le présent document se limite aux options et aux organismes de
compensation reconnus par les autorités compétentes en matiere de valeurs
mobilieres. Les options dont il est question ici se négocient sur des marchés qui,
dans le présent document, sont appelés " marchés reconnus ",

Nature de l'option

L'option est un contrat conclu sur un marché reconnu entre un vendeur et un
acheteur, dont les conditions (quelquefois appelées " modalités "), a I'exception
du prix de l'option, sont fixées a l'avance par le marché reconnu. Le prix, payé par
l'acheteur au vendeur, est déterminé aux enchéres sur le marché selon l'offre et la



demande, en fonction de facteurs comme la durée de l'option, la différence entre
le prix de levée de |'option et le cours du titre ou du produit qui fait I'objet de
I'option, la volatilité des cours et d'autres caractéristiques du titre ou du produit qui
fait 'objet de I'option.

On distingue deux types d'options : l'option d'achat et l'option de vente.
L'option d'achat donne a I'acheteur le droit d'acheter et une option de vente le droit
de vendre un titre ou un produit donné, a un prix de levée convenu, dans un délai
déterminé ou a une date donnée. Le vendeur s'oblige a permettre I'exercice du
droit conféré a l'acheteur, si I'acheteur choisit de 'exercer. L'option peut porter sur
des actions d'une société, des obligations, des billets, des bons du Trésor, des
certificats de dépét, des marchandises, des devises, un indice boursier, ou tout
autre produit déterminé dans les conditions au contrat.

Un contrat d'option est conclu sur un marché reconnu entre un acheteur et
un vendeur, représentés par leurs courtiers respectifs. L'opération conclue est
compensée par une société de compensation reli€e au marché reconnu sur lequel
I'option est négociée. Dés que l'opération est compensée, le contrat d'option est
scindé en deux contrats dans lesquels la société de compensation se substitue au
cocontractant de chaque partie : elle fait office de vendeur face a l'acheteur et
d'acheteur face au vendeur. Ainsi, pour toute option en cours, l'acheteur peut lever
I'option auprés de la société de compensation et le vendeur peut étre appelé a
exécuter son obligation envers la société de compensation lors de la levée de
I'option.

On peut encore distinguer les options selon gu'elles peuvent donner lieu a
une livraison en nature ou a un réglement en especes. Les premiéres donnent
lieu, en cas de levée de l'option, a la livraison en nature des titres ou du produit
sur lesquels porte l'option. Les secondes donnent lieu au réglement en espéces
de la différence entre le prix global de levée et la valeur du produit faisant I'objet
de l'option @ un moment déterminé avant ou apres la levée de l'option.

Les options sont émises en séries, désignées par le mois d'échéance, le prix
de levée, I'objet de I'option et la quotité de négociation. Lors de l'ouverture des
négociations sur une nouvelle échéance, le marché reconnu sur lequel I'option est
négociée établit des prix de levée en fonction du cours du comptant du titre ou du
produit sur lequel porte 'option. En général, on crée trois séries d'options avec des
prix de levée égal, inférieur et supérieur au cours du comptant. Lorsque le cours
du titre ou du produit fluctue, de nouvelles options portant des prix de levée
différents peuvent étre ajoutées. De cette fagon, il est possible que, pour un titre
ou un produit donné, sur une échéance déterminée, des options se négocient au



méme moment avec des prix de levée différents.
Caractéristiques des options

Chaque marché reconnu établit les caractéristiques des options qui s'y
négocient. Ces caractéristiques comprennent notamment les quotités de
négociation, les prix de levée, les échéances, le dernier jour de négociation et le
moment ou est établie la valeur de liquidation.

On ne peut acheter ou vendre une option que sur un marché reconnu ou elle
est négociée. Tant le marché reconnu que la société de compensation peuvent
imposer des restrictions sur certains types d'opération et, dans certaines
circonstances, modifier les caractéristiques des options en cours. En outre, un
marché reconnu ou une société de compensation peut limiter le nombre d'options
qu'une personne peut détenir et peut aussi restreindre la levée d'options dans
certaines circonstances déterminees.

Levée de l'option

Le moment de levée de l'option varie selon qu'elle est de type américain ou
de type européen, les deux types se négociant sur les marchés reconnus sans lien
avec leur situation géographique. Une option de type américain peut étre levée
par l'acheteur a tout moment avant I'échéance; il lui suffit d'aviser le courtier par
I'entremise de qui il a acheté l'option qu'il la Iéve. Il doit s'enquérir, a I'avance, du
dernier jour ou il pourra donner cet avis a son courtier. Une option de type
européen ne peut étre levée, par l'acheteur, qu'a une date donnée. Dés qu'elle
recoit du courtier de lacheteur l'avis de levée, la société de compensation
I'assigne a un membre qui peut l'assigner a son tour a 'un de ses clients choisi au
hasard ou selon une méthode déterminée a l'avance.

Par suite de l'assignation, le vendeur de l'option doit livrer les titres ou le
produit qui font I'objet de I'option (dans le cas d'une option d'achat), ou en prendre
livraison et les régler (dans le cas d'une option de vente). Dans le cas d'une option
donnant lieu a un réglement en espeéces, le vendeur de |'option doit payer la
différence entre le prix global de levée et la valeur de liquidation du produit sur
lequel porte l'option (aussi bien pour I'option d'achat que pour I'option de vente).

L'option qui arrive a I'échéance sans étre levée est sans valeur : l'acheteur
perd le prix payé pour son option ainsi que les frais de l'opération et le vendeur fait
un gain correspondant au prix recu pour l'option, diminué des frais de I'opération.



Négociation des options

Chaque marché reconnu offre un marché secondaire sur lequel sont
négociées les options. Ceci permet aux acheteurs et aux vendeurs de dénouer
leurs opérations par des ventes ou des achats de liquidation. En vendant une
option comportant les mémes conditions que celle achetée ou en achetant une
option comportant les mémes conditions que celle vendue, linvestisseur peut
liquider sa position (appelée une opération de liquidation). Les opérations de
liquidation doivent étre faites avant I'échéance de |'option ou avant une date
déterminée avant I'échéance. Les opérations de liquidation doivent étre effectuées
par l'intermédiaire du courtier qui a effectué la vente ou l'achat initial.

Normalement, le cours de ['option sur le marché secondaire reflete les
fluctuations de cours du titre ou du produit sur lequel elle porte. Pour réaliser un
gain, l'acheteur d'option doit vendre son option ou la lever soit pendant la durée de
I'option, soit a la date déterminée pour la levée, selon le type d'option.

Exigences de couverture

Avant toute opération, le vendeur d'option doit déposer auprés de son
courtier des fonds ou des titres pour garantir I'exécution de son obligation
d'acheter (dans le cas d'une option de vente) ou de vendre (dans le cas d'une
option d'achat) en cas de levée de loption. Le marché reconnu sur lequel les
options sont négociées établit des exigences minimales de couverture, qui
peuvent étre augmentées par le courtier du vendeur.

Les exigences de couverture peuvent varier selon les marchés reconnus. En
outre, elles peuvent étre modifiées si les circonstances l'exigent et ces
modifications peuvent s'appliguer méme aux positions déja prises.

Courtages

Le courtier percoit un courtage a l'achat ou a la vente de l'option, a la levée
de celle-ci et a la livraison des titres ou du produit visé par 'option.

Les risques

On peut employer les options pour diverses stratégies, notamment pour les
stratégies d'investissement dans les titres ou le produit sur lesquels porte I'option.
CERTAINES STRATEGIES COMPORTENT PLUS DE RISQUES QUE
D'AUTRES.



On trouvera dans ce qui suit un exposé sommaire des principaux risques
liés aux opérations sur options.

1. Comme l'option n'est valable que pour une durée limitée, l'acheteur risque
de perdre la totalité de son placement sur une période relativement courte. Si,
pendant la durée de l'option ou, le cas échéant, a |la date déterminée pour la levée
de |'option, le cours du titre ou du produit ne s'éleve pas au-dessus (dans le cas
d'une option d'achat) ou ne descend pas au-dessous (dans le cas d'une option de
vente) du prix de levée de l'option, augmenté du prix de l'option et du colt des
opérations, l'option peut n'avoir qu'une valeur trés réduite et méme perdre toute
valeur si on la laisse arriver a I'échéance.

2. Le vendeur d'option d'achat qui ne posséde pas les titres ou le produit
s'expose a un risque de perte si leur cours augmente. Si l'option d'achat est levée
et que le vendeur doit acheter les titres a un cours supérieur au prix de levée pour
les livrer, il subira une perte.

3. Le vendeur d'option de vente qui n'a pas une position vendeur
correspondante sur les titres ou le produit (c'est-a-dire une obligation de livrer ce
qu'il ne posséde pas encore) subira une perte si le cours du titre ou du produit
descend au-dessous du prix de levée majoré du colt des opérations et diminué
du prix recu. Dans ces circonstances, le vendeur de |'option de vente devra
acheter les titres ou le produit @ un prix supérieur au cours du marché de sorte
que toute revente immédiate se traduirait par une perte.

4. Le vendeur d'option d'achat qui posséde les titres ou le produit reste exposé
au risque de perte sur ceux-ci si le cours du titre ou du produit baisse soit pendant
la durée de l'option, soit avant la date déterminée pour la levée de 'option, selon
le type d'option, et renonce a tout gain en excédent du prix de levée.

5. Le vendeur d'option de vente qui a une position vendeur correspondante sur
les titres ou le produit reste exposé au risque inhérent a sa position a découvert si
le cours des titres ou du produit augmente soit pendant la durée de I'option, soit
avant la date déterminée pour la levée de l'option, selon le type d'option, et
renonce a tout gain résultant d'une baisse du cours au-dessous du prix de levée.

6. Les opérations sur certaines options peuvent étre traitées en devises, en
sorte que les acheteurs et les vendeurs de ces options sont exposés aux risques
de fluctuation sur le marché des changes en plus des risques de fluctuation des
cours du titre ou du produit sur lequel portent les options.



7. Rien ne garantit qu'il se trouvera un marché secondaire liquide sur lequel on
pourra dénouer une opération sur une option donnée. Ainsi, il peut y avoir un
manque d'intérét pour cette option; les cotations de I'option ou du titre ou du
produit peuvent étre interrompues, suspendues ou autrement restreintes; un
événement peut interrompre le fonctionnement normal du marché; un marcheée
reconnu peut étre amené a supprimer les négociations sur une option. Dans tous
ces cas, l'acheteur d'option n'aurait d'autre choix que de lever son option s'il veut
réaliser un gain, et le vendeur ne pourrait se libérer de son obligation; a moins que
l'option n'expire, on Iui assignera un avis de levée et il devra exécuter son
obligation.

8. Le vendeur d'une option de type américain n'exerce aucun contréle sur le
moment ou on peut lui assigner un avis de levée. Il doit supposer qu'un avis de
levée lui sera assigné dans des circonstances telles que le vendeur pourrait subir
une perte.

9. Dans des circonstances imprévues, il peut y avoir pénurie sur le marché des
titres ou du produit qu'on doit se procurer pour faire la livraison par suite de la
levée d'une option donnant lieu a un réglement en nature; cela peut rendre plus
onéreuse ou méme impossible I'acquisition des titres ou du produit sur le marché
au comptant et la société de compensation pourrait alors imposer des modalités
spéciales de levée et de réeglement.

10. En plus des risques précédents qui s'appliquent a l'achat et a la vente des
options en général, on trouve certains risques, reliés au moment de l'opération,
qui sont propres aux options donnant lieu a un reglement en espéces.

La levée de ces options entraine le versement a l'acheteur, par le vendeur,
de la différence entre le prix de levée de l'option et la valeur de liquidation. La
valeur de liquidation est fondée sur la valeur du produit sur lequel porte I'option a
un moment donné, déterminé selon les régles du marché reconnu. Ce moment
donné peut varier en fonction de |'option. Par exemple, ce moment donné peut
étre le moment choisi pour déterminer la valeur de cléture du produit sur lequel
porte l'option le jour de la levée de l'option ou, dans le cas de certaines options
portant sur un indice boursier, le moment choisi pour déterminer la valeur du
produit sur lequel porte l'option calculé a partir du cours d'ouverture des titres
composant l'indice le lendemain du dernier jour de négociation. Les options pour
lesquelles la valeur de liquidation est établie a l'ouverture du marché un jour
donné ne peuvent se négocier ce jour-la, a moins que le marché reconnu dont il
s'agit annonce une modification de ses regles a cette fin.



La valeur de liguidation des options, des contrats a terme et des options sur
contrat a terme peut ne pas étre calculée de la méme fagon méme s'ils portent sur
le méme produit.

Lorsque la valeur d'une option donnant lieu a un réglement en espéces est
établie aprés la période de levée, 'acheteur qui léve son option supporte toute
fluctuation défavorable dans la valeur du produit, @ compter de sa décision de
lever 'option jusqu'au moment ol la valeur de liquidation est déterminée. Dans le
cas des options donnant lieu a une livraison en nature, ce risque peut étre couvert
par une opération complémentaire sur le marché au comptant.

Le vendeur d'une option donnant lieu a un réglement en especes ne sait pas
qu'on lui a assigné un avis de levée au moins jusqu'au jour ouvrable suivant la
levée et doit donc supporter toute fluctuation défavorable dans le cours du produit
faisant I'objet de [l'option survenue entre la détermination de la valeur de
liquidation et le moment ou il apprend qu'on lui a assigné un avis de levée.
Contrairement au vendeur d'une option donnant lieu a une livraison en nature, le
vendeur d'une option donnant lieu a un reglement en especes ne peut satisfaire a
son obligation en livrant les titres ou le produit obtenu a un cours moindre, mais
doit payer en espéces la somme fixée d'aprés la valeur de liquidation.

Du fait de ce type de risque, les opérations mixtes et certaines autres
stratégies complexes sont notablement plus risquées sur des options donnant lieu
a un réglement en espéces.

Conséquences fiscales

Les répercussions fiscales de la négociation d'options dépendent de la
nature des activités de linvestisseur et de l'opération en question. Il est
recommandé de consulter son conseiller en ces matiéres pour établir les régles
applicables a son propre cas.

Information supplémentaire

Avant d'acheter ou de vendre une option, l'investisseur devrait discuter avec
son courtier :

de ses objectifs et besoins en matiére d'investissement;

des risques qu'il accepte de prendre;



des caractéristiques des options qu'il souhaite négocier;
des courtages;

des exigences de couverture;

de tout autre point pouvant nécessiter des éclaircissements.

On peut obtenir les caractéristiques propres a chaque option en s'adressant
a son courtier ou au marché reconnu ou l'option est négociée. En cas de
divergence entre les caractéristiques du contrat d'option et le présent document,
ce sont les caractéristiques du contrat d'option qui I'emportent.

Annexe 3
Document d'information sur les options négociables sur
contrats a terme

" Aucune commission de valeurs mobiliéres ni aucune autorité similaire au
Canada ne s'est prononcée sur la qualité des options décrites dans le présent
document, toute personne qui donne a entendre le contraire commet une
infraction. " Le présent document contient sous forme abrégée les informations
relatives aux options décrites. On pourra obtenir des renseignements
supplémentaires auprés de son commissionnaire. Un commissionnaire est un
intermédiaire habilité a négocier des contrats a terme ou des options sur contrats
a terme.

L'achat et la vente d'options peuvent comporter des risques importants,
reliés surtout a l'utilisation qu'on fait des options et a |'objectif poursuivi. Elles ne
conviennent pas forcément a tous les épargnants. Voir les rubriques " Certains
facteurs de risques " et " Information supplémentaire ".

DATE :




NOM DU COMMISSIONNAIRE :

ADRESSE :

Partie |
Introduction

Le présent document d'information donne des informations générales sur la
nature de l'option, les exigences relatives aux achats et aux ventes d'options
négociables sur contrats a terme et les risques qui en découlent.

De fagon générale, une option sur contrat a terme est un contrat qui donne a
I'acheteur, moyennant une contrepartie, le droit d'acheter (dans le cas de l'option
d'achat) ou de vendre (dans le cas de I'option de vente) un contrat a terme donné
a un prix de levée convenu et dans un délai déterminé. La contrepartie est le prix
de l'option, payé pour l'achat d'une option et ce prix est déterminé aux enchéres
en bourse. Le prix de l'option est payé par l'acheteur et recu par le vendeur.
Aucune partie de ce prix n'est conservée par la bourse sur laquelle I'opération est
effectuée, ni par la chambre de compensation. De plus, les acheteurs et les
vendeurs d'options payent des frais d'opération qui peuvent comprendre les
commissions, des droits et d'autres frais qui peuvent étre occasionnés
relativement a chaque opération sur options.

Avant de négocier des options sur contrats a terme, vous devez lire ce
document avec attention. Ceci est important en raison des risques particuliers
qu'elles comportent.

Si vous avez l'intention d'acheter une option sur contrat a terme, vous devez
réaliser que vous aurez a payer le prix de I'option et une commission. Le prix de
I'option compense le vendeur de l'option pour le risque qu'il prend. La commission
rémunére le commissionnaire qui effectue pour vous l'opération. En conséquence,
pour éviter une perte, il faut, avant I'échéance de 'option, que le prix du contrat a
terme faisant l'objet de I'option s'éleve au-dessus ou descende au-dessous du prix
de levée, suivant le cas, a un degré suffisant pour amortir a la fois le prix de
I'option et la commission.

Si vous avez lintention de vendre une option sur contrats a terme, vous



devez réaliser que vous serez obligé d'acheter ou de vendre le contrat a terme
faisant l'objet de l'option si l'acheteur décide de lever l'option. Si vous vendez une
option et que vous n'avez pas une position acheteur ou vendeur correspondante
sur le contrat a terme, il n'y a pas de limite a votre perte éventuelle; celle-ci n'est
fonction que de la hausse ou de la baisse du prix du contrat a terme faisant I'objet
de l'option.

Aucune commission de valeurs mobilieres, ni aucune autorité similaire au
Canada ne s'est prononcée sur la qualité des options sur contrats a terme décrites
dans le présent document; toute personne qui donne a entendre le contraire
commet une infraction.

Ceci n'est pas la seule partie de ce document qui est importante. Vous
devriez étudier attentivement la partie |l de ce document d'information et poser
des questions sur tout ce qui n'est pas clair avant d'effectuer votre premiére
opération.

Partie Il
La négociation des options sur contrats a terme

Table des matiéres :

Lexique

Nature des options sur contrats a terme

Cerntains facteurs de risque

Mécanismes de la négociation d'options sur contrats a terme
Exigences de couverture

Levée des options sur contrats a terme

Date d'échéance des options sur contrats a terme
Compensation

Devises

Commissions et autres frais d'opération

Bourse et chambre de compensation
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1. Bourse de commerce : organisme créé en vue de mettre en place un
marché pour la négociation de contrats a terme ou d'options sur contrats a terme.

2. Options négociables sur contrats a terme : les options négociables sur
contrats a terme traitées ici sont des options d'achat et des options de vente; elles
sont négociées sur une ou plusieurs bourses de commerce. Chaque option
négociable se distingue par le contrat a terme qui en fait 'objet, le prix de levée, la
date d'échéance et le type d'opération sur lequel elle porte (achat ou vente).

(a) Option d'achat : contrat par lequel l'acheteur obtient le droit d'acheter
et le vendeur s'oblige a vendre |le contrat a terme faisant 'objet de 'option au prix
de levée convenu jusqu'a la date d'échéance de I'option.

(b) Option de vente : contrat par lequel I'acheteur obtient le droit de
vendre et le vendeur s'oblige a acheter le contrat a terme faisant I'objet de I'option
au prix de levée convenu jusqu'a la date d'échéance de ['option.

(c) Contrat a terme faisant |'objet de [l'option : contrat a terme
négociable sur lequel porte I'option, qui peut étre acheté ou vendu lors de la levée
de |'option sur contrat a terme.

(d) Prix de levée : prix déterminé auquel l'acheteur de l'option peut
acheter ou vendre au vendeur de l'option le contrat a terme faisant 'objet de
I'option lors de la levée de celle-ci.

(e) Prix de lI'option : somme convenue entre les deux parties pour l'achat
de |'option sur contrat a terme.

(f)  Date d'échéance : dernier jour ol une option sur contrat a terme peut
étre levée par l'acheteur.

(g)  Acheteur : I'acheteur d'une option d'achat ou de vente. On dit qu'il a
une position acheteur.

(h) Vendeur : le vendeur d'une option d'achat ou de vente. On dit qu'il a
une position vendeur.

3. Type d'option : une option d'achat ou de vente.

4. Catégorie d'options : toutes les options du méme type qui visent le méme



contrat a terme.

5. Série d'options : toutes les options de la méme catégorie qui ont le méme
prix de levée et la méme date d'échéance.

6. Position acheteur : avoir une position acheteur relativement a une option
sur contrat a terme signifie avoir le droit de lever l'option jusqu'a la date
d'échéance. Avoir une position acheteur relativement a un contrat a terme faisant
I'objet de l'option signifie étre dans l'obligation de prendre livraison de la
marchandise ou du produit financier sur lequel porte le contrat a terme.

7. Position vendeur : avoir une position vendeur relativement & une option sur
contrat a terme signifie étre dans l'obligation d'acheter ou de vendre le contrat a
terme visé par l'option lors de la levée de celle-ci. Avoir une position vendeur
relativement a un contrat a terme faisant |'objet de l'option signifie étre dans
I'obligation de livrer la marchandise ou le produit financier sur lequel porte le
contrat a terme.

8. Genres d'opérations sur options :

(a) Achat initial : opération par laquelle une personne achete une option
sur contrat a terme et de ce fait prend ou renforce une position acheteur.

(b) Vente initiale : opération par laquelle une personne vend une option
sur contrat a terme et de ce fait prend ou renforce une position vendeur.

(c) Achat de liquidation : opération par laquelle une personne qui a une
position vendeur d'option liquide sa position en achetant une option de la méme
série que I'option déja vendue.

(d) Vente de liquidation : opération par laquelle une personne qui a une
position acheteur d'option liquide sa position en vendant une option de la méme
série que l'option déja achetée.

Nature des options sur contrats a terme

Lorsque vous négociez une option sur contrat a terme, vous concluez un
contrat en vertu duquel vous obtenez le droit (si vous étes l'acheteur) ou prenez
I'obligation (si vous étes le vendeur) d'acheter ou de vendre le contrat a terme
faisant I'objet de I'option a un prix de levée convenu jusqu'a une date d'échéance
déterminée. L'acheteur de l'option paye une contrepartie appelée " prix de



I'option " pour obtenir ce droit alors que le vendeur regoit ce prix en compensation
de |'obligation qu'il assume.

Il existe deux types d'option -- l'option d'achat et l'option de vente. L'option
d'achat confére a l'acheteur le droit d'acheter et oblige le vendeur a vendre le
contrat a terme faisant l'objet de l'option. L'option de vente, elle, confere a
l'acheteur le droit de vendre et oblige le vendeur a acheter le contrat a terme
faisant I'objet de I'option.

A I'exception du prix de I'option, toutes les autres conditions des options sur
contrat a terme sont standardisées et fixées par la bourse sur laquelle elles se
négocient, en particulier le prix de levée et la date d'échéance. Le prix de I'option
n'est pas fixé a l'avance : il est déterminé aux enchéres en bourse selon ['offre et
la demande, en fonction de facteurs comme la durée de l'option, la différence
entre le prix de levée de l'option et le cours du contrat a terme faisant I'objet de
I'option, la volatilité des cours et d'autres caractéristiques du contrat a terme.

En tant qu'acheteur d'une option, vous pouvez exercer votre droit d'acheter
ou de vendre le contrat a terme qui en fait I'objet jusqu'a la date d'échéance de
I'option. Si vous levez une option d'achat, vous achéterez le contrat a terme qui en
fait I'objet et de ce fait vous prendrez une position acheteur sur le marché a terme.
Si vous levez une option de vente, vous vendrez le contrat a terme qui en fait
I'objet et de ce fait vous prendrez une position vendeur sur le marché a terme.

En tant que vendeur d'une option, vous pouvez recevoir un avis de levée
jusqu'a la date d'échéance de l'option, auquel cas vous serez obligé d'acheter ou
de vendre le contrat a terme qui en fait I'objet. Si l'avis de levée concerne une
option d'achat que vous avez vendue, vous devrez vendre le contrat & terme qui
en fait l'objet et de ce fait vous prendrez une position vendeur sur le marché a
terme. Si l'avis de levée concerne une option de vente que vous avez vendue,
vous serez obligé d'acheter le contrat a terme qui en fait 'objet et de ce fait vous
prendrez une position acheteur sur le marché a terme.

Que vous soyez acheteur ou vendeur d'option, si par suite de la levée de
I'option vous prenez une position sur le contrat a terme qui en fait l'objet, vous
serez assujetti a toutes les exigences de couverture et a tous les risques inhérents
a la négociation des contrats a terme. Avant de commencer a négocier des
options sur contrats a terme, vous devriez comprendre le mécanisme de la levée
d'options et les conséquences qui en découlent. Vous trouverez plus de détails a
la rubrique " levée des options sur contrats a terme ".



L'acheteur d'une option n'est pas obligé de lever son option s'il n'a pas
intérét a le faire; l'option arrive alors a échéance sans valeur et il perd le prix de
I'option, payé pour l'acquérir. Si l'acheteur ne |éve pas son option, le vendeur est
libéré de son obligation a I'échéance de I'option et il tire un profit de I'opération
parce qu'il conserve le prix de ['option payé par l'acheteur.

Toutefois, au lieu de lever son option, l'acheteur peut choisir de dénouer sa

position avant la date d'échéance de l'option s'il a intérét a le faire : il n'a qu'a
effectuer une vente de liquidation. Le vendeur peut aussi se soustraire a son
obligation en dénouant sa position avant I'échéance de l'option : il n'a qu'a

effectuer un achat de liquidation. Ainsi, l'acheteur d'une option d'achat peut
liquider sa position en vendant une option d'achat de la méme série que celle qu'il
avait auparavant achetée, alors que le vendeur d'une option d'achat liquide sa
position en achetant une option d'achat de la méme série que celle gu'il avait
auparavant vendue. L'acheteur d'une option de vente liquide sa position en
vendant une option de vente de la méme série que celle gqu'il avait auparavant
achetée, alors que le vendeur d'une option de vente dénoue sa position en
achetant une option de vente de la méme série que celle qu'il avait auparavant
vendue.

Bien que la négociation des options sur contrats a terme offre cette
possibilité de liquidation qui peut, d'une certaine fagon, limiter les risques de la
négociation d'options, certaines circonstances peuvent se présenter dans
lesquelles il ne sera pas possible pour vous de dénouer votre position sur les
options. Ces situations et leurs conséquences facheuses sont décrites sous la
rubriqgue " Mécanismes de la négociation des options ".

Certains facteurs de risque

Les options sur contrats a terme sont spéculatives. En conséquence, on ne
devrait employer que du capital de risque pour des opérations sur ces options.
Avant d'acheter ou de vendre une option, une personne devrait s'informer des
risques et déterminer si cette opération lui convient compte tenu de sa situation
financiére et de ses objectifs de placement.

Etant donné que la valeur d’'une option sur contrat a terme dépend dans une
large mesure de la probabilité de fluctuations de cours favorables du contrat a
terme qui en fait I'objet par rapport au prix de levée pendant la durée de l'option,
l'information sur I'historique des prix et des volumes du contrat faisant l'objet de
I'option aide a évaluer les risques d'une opération sur option. On peut trouver cette
information dans de nombreuses publications financiéres et dans la presse



financiére. Cependant, il reste qu'il n'est pas possible de prévoir avec précision les
fluctuations de cours du contrat a terme.

Vous trouverez ci-dessous un résumé de certains des risques liés aux
options sur contrats a terme.

1. L'acheteur d'une option d'achat ou de vente court le risque de perdre la
totalité de son placement -- c'est-a-dire le prix de l'option payé plus tous les frais
de |'opération -- dans un laps de temps relativement court.

En ce qui concerne l'achat d'une option d'achat, si le cours du contrat a
terme faisant |'objet de l'option ne s'éleve pas au-dessus du prix de levée, I'option
devient sans valeur a I'échéance. En outre, si pour une raison quelconque l'option
d'achat ne peut pas étre vendue sur une bourse (voir " Mécanismes de la
négociation d'option sur contrats a terme "), la valeur du contrat a terme faisant
I'objet de l'option doit s'élever suffisamment au-dessus du prix de levée pour
couvrir le prix de |'option et les frais d'opération de fagon que la levée de ['option
produise un gain. Le risque d'acheter une option d'achat est particulierement
grand lorsque le prix de levée est nettement plus élevé que le cours du contrat a
terme faisant l'objet de l'option, ou lorsque la date d'échéance de l'option est
proche. Dans ces circonstances, il est peu probable que 'option d'achat augmente
de valeur au point que 'acheteur réalise un profit en la levant ou en dénouant sa
position. Quiconque achete une telle option d'achat doit s'attendre a perdre le prix
payé pour l'option et les frais d'opération qui s'y rattachent.

En ce qui concerne l'achat d'une option de vente, si le cours du contrat a
terme faisant I'objet de l'option ne descend pas au-dessous du prix de levée,
I'option devient sans valeur a I'échéance. En outre, si pour une raison quelconque
I'option de vente ne peut pas étre vendue sur une bourse (voir " Mécanismes de
la négociation d'options sur contrats a terme "), la valeur du contrat a terme
faisant I'objet de l'option doit baisser suffisamment au-dessous du prix de levée
pour couvrir le prix de l'option et les frais d'opération de fagon que la levée de
l'option produise un gain. Le risque d'acheter une option de vente est
particulierement grand lorsque le prix de levée est nettement inférieur au cours du
contrat a terme faisant I'objet de I'option, ou lorsque la date d'échéance de |'option
est proche. Dans ces circonstances, il est peu probable que |'option de vente
augmente de valeur au point que l'acheteur réalise un profit en la levant ou en
dénouant sa position. Quiconque achéte une telle option de vente doit s'attendre a
perdre le prix qu'il a payé pour l'option et les frais d'opération qui s'y rattachent.

EN CONSEQUENCE, vous ne devriez acheter des options d'achat ou de



vente qu'avec des fonds dont vous pouvez supporter la perte totale.

2. Le vendeur d'une option d'achat qui n'a pas une position acheteur sur le
contrat a terme faisant |'objet de I'option s'expose a un risque de perte si le cours
du contrat a terme augmente. |l peut étre obligé de vendre le contrat a terme a un
prix de levée qui peut étre inférieur aux prix qu'il payera pour l'acheter.

Ce genre de vente d'option d'achat est excessivement hasardeux et les
personnes qui s'engagent dans ces opérations sur options d'achat pourraient subir
de lourdes pertes. En conséquence, il n'y a que les investisseurs avertis, qui ont
des capitaux considérables, qui devraient s'engager dans ce genre d'opération.
Méme ces personnes doivent s'attendre a subir des pertes considérables dans de
nombreuses opérations de vente d'options d'achat.

3. Le vendeur d'une option d'achat qui a une position acheteur sur le contrat a
terme qu'il doit livrer lors de la levée de |'option reste exposé au risque de sa
position sur le contrat a terme en cas de baisse du cours du contrat a terme
faisant I'objet de l'option, bien qu'il ait une protection limitée contre ce risque
jusqu'a concurrence du prix de l'option recu lors de la vente de I'option d'achat.
Toutefois, en échange du prix de 'option et aussi longtemps qu'il restera vendeur
d'une option d'achat. il renonce a la possibilité de gain découlant d'une
augmentation du cours du contrat a terme au-dessus du prix de levée, car
I'acheteur Iéverait son option d'achat.

4. Le vendeur d'une option de vente qui n'a pas une position vendeur sur le
contrat a terme faisant |'objet de l'option s'expose a un risque de perte si le cours
du contrat a terme baisse. Il peut étre obligé d'acheter le contrat a terme a un prix
de levée qui peut étre supérieur au cours.

Ce genre de vente d'option de vente est excessivement hasardeux et les
personnes qui s'engagent dans ces opérations sur options de vente pourraient
subir de lourdes pertes. EN CONSEQUENCE, il n'y a que les investisseurs avertis,
qui ont des capitaux considérables, qui devraient s'engager dans ce genre
d'opération. Méme ces personnes doivent s'attendre a subir des pertes
considérables dans de nombreuses opérations de vente d'options de vente.

5. Le vendeur d'une option de vente qui a une position vendeur sur le contrat a
terme faisant l'objet de I'option reste exposé au risque de sa position sur le contrat
a terme en cas de hausse du cours du contrat a terme, bien qu'il ait une protection
limitée contre ce risque jusqu'a concurrence du prix de l'option recu lors de la
vente de l'option de vente. Toutefois, en échange du prix de l'option et aussi



longtemps qu'il restera vendeur d'une option de vente, il renonce a la possibilité de
gain découlant d'une baisse du cours du contrat a terme au-dessous du prix de
levée, car 'acheteur léverait son option de vente.

Il faut souligner que le vendeur d'une option d'achat ou de vente n'exerce
aucun contréle sur le moment ol on peut lui assigner un avis de levée. En fait, il
doit supposer qu'il peut recevoir un avis de levée a tout moment ol la levée de
I'option présente un avantage pour I'acheteur. Il pourrait alors subir une perte.

Les risques inhérents aux opération sur options sur contrats a terme
peuvent étre atténués dans la mesure ol un marché pour ces options existe sur
une bourse de commerce. Ceci permet aux acheteurs et aux vendeurs dans les
circonstances voulues de limiter leurs pertes en dénouant leurs positions avant le
moment ol la négociation de ces options cesse. Rappelez-vous toutefois que
dans certaines circonstances, il peut ne pas y avoir de marché sur lequel on
puisse dénouer une opération sur une option donnée. Il faut toujours tenir compte
de cette possibilité lorsqu'on considére les risques relatifs a la négociation
d'options sur contrats a terme.

Mécanismes de la négociation d'options sur contrats a terme

Les options sur contrats a terme se négocient conformément aux régles de
la bourse sur laquelle elles sont cotées. En vertu de ces regles, les options ne
peuvent étre achetées et vendues que sur le parquet de la bourse. En outre, les
mécanismes de négociation instaurés par ces régles sont congus pour assurer
une exécution concurrentielle des ordres d'achat et de vente et mettre a la
disposition des acheteurs et des vendeurs un marché continu sur lequel un achat
peut toujours étre dénoué par une vente et une vente, par un achat.

Bien que les mécanismes de négociation de chaque bourse soient concus
pour assurer un marché liquide pour les options qui s'y négocient, il faut admettre
que rien ne garantit qu'il y aura un marché liquide sur cette bourse pour dénouer
une opération sur une option donnée, ou a un moment donné, et il peut n'y avoir
aucun marché pour dénouer l'opération. Diverses raisons peuvent faire qu'il soit
impossible de dénouer une position : (i) il peut y avoir un manque d'intérét pour
certaines options; (ii) la bourse peut imposer des restrictions sur certaines options;
(i) la négociation peut étre interrompue, suspendue ou restreinte; (iv) un
événement inhabituel ou imprévu peut interrompre le fonctionnement normal de la
bourse; (v) une ou plusieurs bourses pourraient, par exemple, pour des raisons de
réglementation, décider ou étre contraintes de supprimer ou de restreindre la
négociation d'options. Dans ces conditions, il serait impossible de dénouer une



position, bien que les options en cours continuent de pouvoir étre levées
conformément a leurs modalités.

Dans chacun de ces cas il pourrait étre impossible d'effectuer des
opérations de liquidation sur des options données. En de telles circonstances, le
cours du contrat a terme faisant I'objet de |'option doit, soit s'élever au-dessus, soit
descendre au-dessous (selon le cas), du prix de levée de l'option d'une somme
qui dépasse le prix de l'option et les frais d'achat de I'option pour dégager un
profit. Mais, pour réaliser effectivement un gain, I'acheteur devrait lever son option,
ce qui l'oblige a se conformer aux exigences de couverture applicables au contrat
a terme. Par contre, le vendeur d'une option ne peut rien faire au sujet de sa
position puisqu'il n'a pas un droit de levée. Son obligation ne peut s'éteindre que si
I'option arrive a échéance sans avoir été levée.

Les bourses peuvent imposer des regles qui limitent le montant des
fluctuations de cours des contrats a terme et des options sur contrats a terme au
cours d'une méme journée de bourse. Il faut toutefois rappeler que de telles
limites n'existent pas pour toutes les options, ni pour tous les contrats a terme.
Lorsqu'elles existent, ces limites peuvent étre supprimées a un moment
quelconque avant le mois de livraison ou la date d'échéance. Lorsqu'elles
n'existent pas, les regles des bourses peuvent en prévoir l'imposition dans

certaines circonstances.

Vous devriez comprendre parfaitement les conditions relatives aux limites
quotidiennes qui s'appliquent a une option donnée et au contrat a terme sur lequel
elle porte.

Lorsque des limites quotidiennes s'appliquent, elles fixent I'écart maximal
que le cours de 'option peut présenter par rapport a celui du jour précédent. Une
fois que la limite quotidienne pour une option donnée a été atteinte, aucune
opération ne peut étre effectuée a un cours au-dela de la limite. Les positions sur
des contrats d'options ne peuvent étre prises ou liquidées que si des opérateurs
sont préts a dénouer les opérations a la limite, ou a un cours inférieur, au cours de
la séance de négociation du jour. La régle de la limite quotidienne ne limite pas les
pertes qui peuvent étre subies par un client, parce qu'elle peut empécher la
liquidation de positions défavorables. Egalement, le cours de l'option peut
atteindre la limite pendant plusieurs jours consécutifs, empéchant ainsi une
liquidation et exposant celui qui a des options sur contrats a terme a de lourdes
pertes.

Exigences de couverture



Les exigences de couverture a I'égard des options sur contrats a terme ne
s'appliguent qu'aux vendeurs d'option. Les acheteurs d'option ont déja payé le prix
de l'option afin d'acquérir le droit d'acheter ou de vendre le contrat a terme faisant
l'objet de l'option et, étant donné que les acheteurs n'ont pas besoin de maintenir
de couverture, ils n'ont aucune autre obligation financiere. Par contre, les
vendeurs d'option ont regu le prix de l'option en contrepartie de l'obligation
d'acheter ou de vendre le contrat a terme faisant l'objet de I'option et, en
conséquence, doivent maintenir une couverture aux taux fixés par la bourse ou
aux taux plus élevés que peut prescrire le commissionnaire. En outre, les
vendeurs d'option peuvent étre obligés de verser un supplément de couverture en
cas de fluctuations défavorables du marché.

Les exigences de couverture des diverses bourses peuvent varier
considérablement. En outre, elles sont susceptibles d'étre modifiées au besoin et
ces modifications peuvent méme s'appliquer rétroactivement aux positions déja
prises.

Avant d'envisager la vente d'une option sur contrat a terme, vous devriez
demander a votre commissionnaire de vous donner des renseignements sur les
exigences de couverture particuliéres et wvous assurer que vous avez
suffisamment de fonds a votre disposition pour faire face a des relévements des
exigences de couverture, si ces relévements devaient se produire.

Levée des options sur contrats a terme

A tout moment jusqu'a la date d'échéance, 'acheteur de l'option peut la lever
et prendre, au prix de levée convenu, une position acheteur (dans le cas d'une
option d'achat) ou une position vendeur (dans le cas d'une option de vente) sur le
contrat a terme faisant l'objet de l'option. Pour ce faire, l'acheteur avise son
commissionnaire qui, a son tour, remet un avis de levée a la chambre de
compensation. L'acheteur d'une option devrait s'enquérir aupres de son
commissionnaire du préavis dont celui-ci a besoin pour remettre I'avis de levée a
la chambre de compensation au plus tard a la date d'échéance. La chambre de
compensation assigne l'avis de levée a I'un de ses membres qui a une position
vendeur sur cette option particuliére et qui est choisi conformément aux regles
prévues par la chambre. Ce membre choisit, conformément a ses propres régles,
un vendeur d'option qui doit vendre (dans |le cas d'une option d'achat) ou acheter
(dans le cas d'une option de vente) le contrat a terme faisant |'objet de l'option.
Aussi bien l'acheteur que le vendeur de l'option prennent une position, acheteur
ou vendeur selon le cas, sur le contrat a terme et les deux seront assujettis aux



exigences de couverture et a tous les risques inhérents a la négociation des
contrats a terme, a moins qu'ils n'aient déja une position acheteur ou vendeur
inverse sur le contrat a terme faisant 'objet de l'option et, dans ce cas, il y aurait
une compensation automatique.

Ayant pris une position (acheteur ou vendeur), sur le contrat a terme faisant
I'objet de 'option, I'acheteur ou le vendeur d'option peut étre obligé d'effectuer ou
de prendre livraison de la marchandise ou du produit financier sur lequel porte le
contrat a terme, a moins que, avant le mois de livraison du contrat a terme, il ne
choisisse de liquider sa position par 'achat ou la vente du méme contrat a terme
pour le méme mois de livraison. Dans ce cas, ils seront obligés de payer une
commission " aller-retour " a leur commissionnaire respectif. Si, au contraire, ils
choisissent d'effectuer ou de prendre livraison de la marchandise ou du produit
financier visé par le contrat a terme, ils pourront étre obligés de payer d'autres
frais qui résultent du processus de livraison. Entre-temps, aussi longtemps que
I'acheteur ou le vendeur garde sa position sur le contrat a terme faisant l'objet de
I'option, il sera obligé de maintenir sa couverture au taux fixé par la bourse ou au
taux plus élevé que peut prescrire le commissionnaire.

Date d'échéance des options sur contrats a terme

La date d'échéance d'une option sur contrat a terme est le dernier jour ou
I'acheteur d'une option peut la lever en achetant (dans le cas d'une option d'achat)
ou en vendant (dans le cas d'une option de vente) le contrat a terme faisant I'objet
de l'option au prix de levée convenu. Si l'acheteur ne veut pas lever son option
mais croit pouvoir réaliser un gain en dénouant son opération, il devrait aviser son
commissionnaire bien avant le dernier jour de négociation de cette option
particuliere, de fagon que celui-ci ait suffisamment de temps pour exécuter son
ordre. De méme, si le vendeur croit pouvoir réaliser un gain en dénouant son
opération, il devrait donner des instructions a son commissionnaire bien avant le
dernier jour de négociation.

Le dernier jour de négociation d'une option sur contrat a terme est
habituellement la veille de la date d'échéance. Aussi bien le dernier jour de
négociation que la date d'échéance sont indiqués parmi les caractéristiques des
options pour chaque option sur contrat a terme et ils varient souvent suivant les
diverses options. Vous devriez toujours vous informer des modalités d'une option
et, en particulier, connaitre la politique de votre commissionnaire au sujet de la
date limite, avant le dernier jour de négociation de chaque option, a laquelle il
acceptera des ordres pour des opérations de liquidation. Ces dates limites sont
importantes, surtout si vous envisagez de liquider votre position sur les options a



une date proche de la date d'échéance. Si vous manquez la date limite fixée par
votre commissionnaire, vous pourriez avoir beaucoup de difficultés a liquider votre
position.

Si l'acheteur choisit de ne pas lever son option ou si, pour une raison
quelconqgue, il n'est pas en mesure de dénouer son opération, l'option devient
caduque a la date d'échéance et I'acheteur perd le droit que lui conférait 'option.
Dans ce cas, 'obligation du vendeur en vertu de I'option prend fin.

Compensation

Afin de garantir I'exécution des obligations découlant sur contrats a terme,
les négociateurs sur les bourses doivent passer par la chambre de compensation
appropriée. Toutes les opérations sur options sont déclarées a la chambre de
compensation quotidiennement aprés la cléture de chaque séance de négociation;
elles sont évaluées au cours du marché pour le calcul des marges. Les membres
de la chambre de compensation sont aussi membres de la bourse de commerce
correspondante, mais l'inverse n'est pas toujours vrai.

Lorsqu'une opération sur option a été compensée par la chambre, les liens
contractuels entre l'acheteur et le vendeur sont rompus. La chambre de
compensation se substitue au cocontractant de chaque partie : elle fait office de
vendeur face a l'acheteur et d'acheteur face au vendeur. Les membres de la
chambre de compensation sont liés contractuellement & la chambre de
compensation dans la position des acheteurs ou des vendeurs qu'ils représentent.
En conséquence, I'ensemble des obligations de la chambre de compensation
envers les membres qui représentent des acheteurs d'options sont
contrebalancées par l'ensemble des obligations qu'ont les membres qui
représentent des vendeurs d'options envers la chambre de compensation.

Devises

Que vous projetiez d'acheter ou de vendre une option sur contrat a terme,
vous devriez réaliser que certaines opérations se font en monnaie étrangére. Par
conséquent, si vous utilisez des dollars canadiens pour vos opérations, vous vous
exposez aux risques de fluctuations de change.

Commissions et autres frais d'opération

En tant qu'acheteur d'une option sur contrat a terme, en plus du prix de
I'option, vous payerez une commission au commissionnaire qui achete l'option



pour vous. Si vous dénouez votre position au moyen d'une vente de liquidation,
VOUsS payerez une autre commission. Si vous levez votre option et prenez une
position acheteur (dans le cas d'une option d'achat) ou vendeur (dans le cas d'une
option de vente) sur le contrat a terme faisant l'objet de l'option, vous ne devrez
pas payer de commission. Toutefois, lorsque vous liquiderez par la suite votre
position sur le contrat a terme, vous payerez a votre commissionnaire une
commission aller-retour.

En tant que vendeur d'une option sur contrat a terme, vous ne payerez
qu'une commission au commissionnaire qui a vendu l'option pour vous. Si vous
dénouez votre position au moyen d'un achat de liquidation, vous payerez une
autre commission. Si votre option est levée et que vous prenez une position
vendeur (dans le cas d'une option d'achat) ou acheteur (dans le cas d'une option
de vente) sur le contrat a terme faisant l'objet de l'option, vous ne devrez pas
payer de commission. Toutefois, lorsque vous liquiderez par la suite votre position
sur le contrat a terme faisant l'objet de l'option, vous payerez a votre
commissionnaire une commission aller-retour.

Les taux de commission varient selon les commissionnaires. En outre, il
peut y avoir d'autres frais et droits occasionnés pour chaque opération sur option,
en dehors de la commission. Vous devriez demander a votre commissionnaire
quels sont les frais qui peuvent étre occasionnés par les opérations sur options et
les faire entrer en ligne de compte lorsque vous envisagez de négocier des
options sur contrats a terme.

Bourse et chambre de compensation

Les options sur contrats a terme décrites dans le présent document
d'information sont négociées sur des bourses de commerce qui sont réglementées
par l'organisme public compétent. Chaque bourse a ses propres options sur
contrats a terme cotées en vue de la négociation par ses membres. Chaque
bourse a des statuts et des regles qui régissent la négociation de ses options afin
de maintenir un marché équitable et ordonné et de protéger les clients contre les
pratiques frauduleuses ou déloyales de ses membres. Ces régles peuvent fixer
des limites de position et de levée et des obligations de déclaration afin d'éviter
qu'un déséquilibre du marché ne se produise. Elles peuvent aussi exiger une
grande diffusion de l'information sur le cours et le volume de facon que le public
soit raisonnablement informé des opérations qui ont lieu sur des options sur
contrats a terme particuliéres. Toutes les bourses exigent de leurs membres le
respect de leurs statuts et de leurs régles.



Chaque bourse a également sa propre chambre de compensation. Toutes
les opérations sur leurs options sur contrats a terme lui sont déclarées chaque
jour et elle procéde au rapprochement des opérations afin d'assurer que, pour
chague option achetée, il y a un vendeur correspondant. La chambre de
compensation facilite, par ses regles, le reglement ordonné des opérations sur
options.

Les regles et réglements des bourses et des chambres de compensation
varient. lls peuvent aussi étre modifiés, au besoin, et ces modifications peuvent
méme étre retroactives.

Avant de décider de négocier des options sur contrats a terme, vous devriez
demander a votre courtier des renseighements sur ces points étant donné qu'ils
peuvent avoir une trés grande influence sur vos opérations sur options.

Caractéristiques des contrats

Chaque bourse fixe les modalités de ses options sur contrats a terme. Ces
modalités peuvent comprendre des points tels que les quotités de négociation, les
fluctuations de cours permises, les prix de levée, les dates d'échéance, le dernier
jour de négociation, les limites de cours quotidiennes, etc. De nouveau, n'oubliez
pas que ces modalités varient selon les différentes options sur contrats a terme, et
qu'elles peuvent méme étre modifiées, au besoin, sans préavis. Vous devez
étudier ces caractéristiques avec soin avant de décider de négocier des options
sur contrats a terme.

Conséquences fiscales

Les répercussions fiscales de la négociation d'options dépendent de la
nature des activitées de linvestisseur et de [|'opération en question. Il est
recommandé de consulter son conseiller en ces matiéres pour établir les régles
applicables a son propre cas.

Information supplémentaire

Avant d'acheter ou de vendre une option, l'investisseur devrait discuter avec
son commissionnaire :

de ses objectifs et besoins en matiére d'investissement;

des risques qu'il accepte de prendre;



des caractéristiques des options qu'il souhaite négocier,
des commissions;

des exigences de couverture;

de tout autre point pouvant nécessiter des éclaircissements.

On peut obtenir les caractéristiques propres a chaque option en s'adressant
a son commissionnaire ou a la bourse ou I'option est cotée.

Accusé de réception

Je declare avoir regu un exemplaire du présent document d'information, daté
avant I'ouverture de mon compte chez :

(nom du commissionnaire)

Date :

N° de compte :

(signature du client)

(Cet accusé de réception doit &tre signé en double et le commissionnaire doit en conserver un
exemplaire.)

Décision n° 8471 — 13 ao(t 1987
Bulletin CVMQ, vol. XVIII, n° 34 - 1987-08-21

Décision 2001-C-0254 -- 12 juin 2001
Bulletin hebdomadaire, Vol. XOXXII n°25, 2001-06-22
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\ Interactive Brokers

‘ The Professional’s Gateway fo the World's Markeis

SSF Risk Disclosure Prin
REQUIRED DISCLOSURES AND SUPPLEMENTAL AGREEMENT

FOR SECURITY FUTURES TRADING

I.1ntroduction

This information is being provided to you by Interactive Brokers ('IB") to ensure that you understand the risks inherent in trading
security futures and also so that you understand how your security futures account is being handled by IB. You must review thi:
document carefully and sign it at the bottom in order to be approved to trade security futures products through IB.

You should be aware that security futures are highly leveraged investments and the risk of loss in trading
these products can be substantial. Security futures are not suitable for all investors and you must carefully
review this document and consult with a financial advisor, if necessary, to determine whether to trade
security futures. IB does not provide any investment advice or recommendations, and you will be solely
responsible for decisions regarding the security futures trading conducted in your account.

11.Nature of Your Security Futures Account

Under the federal regulations that apply to security futures, security futures positions may be held in a securities trading accoun
subject to Securities and Exchange Commission (SEC) regulations or in a commodities trading account subject to Commodit
Futures Trading Commission (CFTC) regulations.

Because Interactive Brokers is fully registered with both the SEC and the CFTC, IB offers both securities accounts and commoditie:
accounts.At this time, all security futures positions held by Interactive Brokers will be held in IE
commodities accounts, subject to CFTC rules.

The types of protections offered to investors for securities and commodities accounts are different. Since your security future:
positions will be held in a commodities account, your security futures positions will receive the regulatory protections of ¢
commodities account, but they will not receive the regulatory protections of a securities account. The different protections available
to securities accounts and commodities accounts are described in Section 6 of the Standardized Risk Disclosure foi
Security Futures Contracts, below.

IB may, in the future, decide to hold customer security futures positions in IB securities accounts rather than in commoditie:
accounts. If IB determines to do this, it will provide required notice to customers of the change.

I111.Standardized Risk Disclosure for Security Futures Contracts

The National Futures Association and the National Association of Securities Dealers have jointly prepared a Standardized Ris}
Disclosure for Security Futures Contracts.It contains valuable information regarding trading of security futures contract:
and you should review it carefully before investing in security futures.

To review the Standardized Risk Disclosure for Security Futures Contracts, click here.

NOTE: Viewing the Standardized Risk Disclosure requires Adobe Acrobat. To download Adobe Acrobat, click here. If you wish t
receive a hard copy of the disclosure, call IB Customer Service at (877) 442-2757.

1V.Nasdagq Liffe Markets (NQLX) Disclosure Regarding Electronic Trading and Pre-Negotiated Business

The security futures exchange NQLX requires its members like IB to provide a Disclosure Regarding Electronic Tradinc
and Pre-Negotiated Business to all customers. The NQLX disclosure briefly describes the NQLX trading system and the risk:

https://www.interactivebrokers.com/Universal/serviet/Registration.formSampleView?ad=... 10/12/2004
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inherent in using any electronic trading system. The NQLX disclosure also discusses the types of pre-negotiated transactions tha
are allowed to take place on NQLX: cross transactions, block trades, and exchange for physicals transactions.

To review the NQLX Disclosure Regarding Electronic Trading and Pre-Negotiated Business, click here.

NOTE:Viewing the NQLX Disclosure Regarding Electronic Trading and Pre-Negotiated Business requires Adobe Acrobat. To downloac
Adobe Acrobat, click here. If you wish to receive a hard copy of the disclosure, call IB Customer Service at (877) 442-2757.

V.Supplemental Agreement for Security Futures Trading

A.

The Supplemental Agreement provisions below relate to security futures trading in Customer's IB account and are in addition to the
terms and conditions of the IB Customer Agreement, and the Customer Agreement is incorporated herein by reference.

By signing below, Customer acknowledges and agrees to the following:

Customer acknowledges that Customer's security futures positions will be held in a commodities account; that Customer"
security futures positions will receive the regulatory protections of a commodities account; and that Customer's securit
futures positions will not receive the regulatory protections of a securities account.

Customer acknowledges that IB may in the future, at its sole discretion, decide to hold customer security futures position:
in IB securities accounts rather than in commodities accounts. If IB determines to do this, it will provide required notice t«
customers of the change.

Customer represents that Customer has received and reviewed the Standardized Risk Disclosure for Security
Futures Contracts and the NQLX Disclosure Regarding Electronic Trading and Pre-Negotiatec
Business, provided above.

Customer acknowledges that security futures are highly leveraged investments that are not suitable for all investors
Customer acknowledges that IB representatives are not authorized to provide investment, trading or tax advice anc
therefore will not provide advice or guidance on trading or hedging strategies involving security futures. Customers wh
need advice or guidance regarding security futures trading or investments should consult a financial advisor.

Customer acknowledges that Customer must review and be aware of, and that Customer is bound by, the rules applicable
to the trading of security futures, as established by the NASD, the NFA and the security futures exchanges. Custome
represents that it is aware of and agrees not to violate any applicable position limits regarding security futures.
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RISK DISCLOSURE STATEMENT FOR
SECURITY FUTURES CONTRACTS

This disclosure statement discusses the characteristics and risks of standardized
security futures contracts traded on regulated U.S. exchanges. At present, regulated
exchanges are authorized to list futures contracts on individual equity securities
registered under the Securities Exchange Act of 1934 (including common stock and
certain exchange-traded funds and American Depositary Receipts), as well as narrow-
based security indices. Futures on other types of securities and options on security
futures contracts may be authorized in the future. The glossary of terms appears at the
end of the document.

Customers should be aware that the examples in this document are exclusive of
fees and commissions that may decrease their net gains or increase their net losses.
The examples also do not include tax consequences, which may differ for each
customer.

Section 1 — Risks of Security Futures

1.1. Risks of Security Futures Transactions

Trading security futures contracts may not be suitable for all investors. You may
lose a substantial amount of money in a very short period of time. The amount you may
lose is potentially unlimited and can exceed the amount you originally deposit with your
broker. This is because futures trading is highly leveraged, with a relatively small
amount of money used to establish a position in assets having a much greater value. If
you are uncomfortable with this level of risk, you should not trade security futures
contracts.

1.2. General Risks

Trading security futures contracts involves risk and may result in potentially unlimited
losses that are greater than the amount you deposited with your broker. As with any
high risk financial product, you should not risk any funds that you cannot afford to
lose, such as your retirement savings, medical and other emergency funds, funds set
aside for purposes such as education or home ownership, proceeds from student
loans or mortgages, or funds required to meet your living expenses.

Be cautious of claims that you can make large profits from trading security futures
contracts. Although the high degree of leverage in security futures contracts can
result in large and immediate gains, it can also result in large and immediate losses.
As with any financial product, there is no such thing as a “sure winner.”

Because of the leverage involved and the nature of security futures contract
transactions, you may feel the effects of your losses immediately. Gains and losses
in security futures contracts are credited or debited to your account, at a minimum,
on a daily basis. If movements in the markets for security futures contracts or the
underlying security decrease the value of your positions in security futures contracts,
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you may be required to have or make additional funds available to your carrying firm
as margin. If your account is under the minimum margin requirements set by the
exchange or the brokerage firm, your position may be liquidated at a loss, and you
will be liable for the deficit, if any, in your account. Margin requirements are
addressed in Section 4.

Under certain market conditions, it may be difficult or impossible to liquidate a
position. Generally, you must enter into an offsetting transaction in order to liquidate
a position in a security futures contract. If you cannot liquidate your position in
security futures contracts, you may not be able to realize a gain in the value of your
position or prevent losses from mounting. This inability to liquidate could occur, for
example, if trading is halted due to unusual trading activity in either the security
futures contract or the underlying security; if trading is halted due to recent news
events involving the issuer of the underlying security; if systems failures occur on an
exchange or at the firm carrying your position; or if the position is on an illiquid
market. Even if you can liquidate your position, you may be forced to do so at a
price that involves a large loss.

Under certain market conditions, it may also be difficult or impossible to manage your
risk from open security futures positions by entering into an equivalent but opposite
position in another contract month, on another market, or in the underlying security.
This inability to take positions to limit your risk could occur, for example, if trading is
halted across markets due to unusual trading activity in the security futures contract
or the underlying security or due to recent news events involving the issuer of the
underlying security.

Under certain market conditions, the prices of security futures contracts may not
maintain their customary or anticipated relationships to the prices of the underlying
security or index. These pricing disparities could occur, for example, when the
market for the security futures contract is illiquid, when the primary market for the
underlying security is closed, or when the reporting of transactions in the underlying
security has been delayed. For index products, it could also occur when trading is
delayed or halted in some or all of the securities that make up the index.

You may be required to settle certain security futures contracts with physical delivery
of the underlying security. If you hold your position in a physically settled security
futures contract until the end of the last trading day prior to expiration, you will be
obligated to make or take delivery of the underlying securities, which could involve
additional costs. The actual settlement terms may vary from contract to contract and
exchange to exchange. You should carefully review the settlement and delivery
conditions before entering into a security futures contract. Settlement and delivery
are discussed in Section 5.

You may experience losses due to systems failures. As with any financial
transaction, you may experience losses if your orders for security futures contracts
cannot be executed normally due to systems failures on a regulated exchange or at
the brokerage firm carrying your position. Your losses may be greater if the
brokerage firm carrying your position does not have adequate back-up systems or
procedures.
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All security futures contracts involve risk, and there is no trading strategy that can
eliminate it. Strategies using combinations of positions, such as spreads, may be as
risky as outright long or short positions. Trading in security futures contracts
requires knowledge of both the securities and the futures markets.

Day trading strategies involving security futures contracts and other products pose
special risks. As with any financial product, persons who seek to purchase and sell
the same security future in the course of a day to profit from intra-day price
movements (“day traders”) face a number of special risks, including substantial
commissions, exposure to leverage, and competition with professional traders. You
should thoroughly understand these risks and have appropriate experience before
engaging in day trading. The special risks for day traders are discussed more fully in
Section 7.

Placing contingent orders, if permitted, such as “stop-loss” or “stop-limit” orders, will
not necessarily limit your losses to the intended amount. Some regulated exchanges
may permit you to enter into stop-loss or stop-limit orders for security futures
contracts, which are intended to limit your exposure to losses due to market
fluctuations. However, market conditions may make it impossible to execute the
order or to get the stop price.

You should thoroughly read and understand the customer account agreement with
your brokerage firm before entering into any transactions in security futures
contracts.

You should thoroughly understand the requlatory protections available to your funds
and positions in the event of the failure of your brokerage firm. The regulatory
protections available to your funds and positions in the event of the failure of your
brokerage firm may vary depending on, among other factors, the contract you are
trading and whether you are trading through a securities account or a futures
account. Firms that allow customers to trade security futures in either securities
accounts or futures accounts, or both, are required to disclose to customers the
differences in regulatory protections between such accounts, and, where
appropriate, how customers may elect to trade in either type of account.
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Section 2 — Description of a Security Futures Contract

2.1. What is a Security Futures Contract?

A security futures contract is a legally binding agreement between two parties to
purchase or sell in the future a specific quantity of shares of a security or of the
component securities of a narrow-based security index, at a certain price. A person who
buys a security futures contract enters into a contract to purchase an underlying security
and is said to be “long” the contract. A person who sells a security futures contract
enters into a contract to sell the underlying security and is said to be “short” the contract.
The price at which the contract trades (the “contract price”) is determined by relative
buying and selling interest on a regulated exchange.

In order to enter into a security futures contract, you must deposit funds with your
brokerage firm equal to a specified percentage (usually at least 20 percent) of the
current market value of the contract as a performance bond. Moreover, all security
futures contracts are marked-to-market at least daily, usually after the close of trading,
as described in Section 3 of this document. At that time, the account of each buyer and
seller reflects the amount of any gain or loss on the security futures contract based on
the contract price established at the end of the day for settlement purposes (the “daily
settlement price”).

An open position, either a long or short position, is closed or liquidated by
entering into an offsetting transaction (i.e., an equal and opposite transaction to the one
that opened the position) prior to the contract expiration. Traditionally, most futures
contracts are liquidated prior to expiration through an offsetting transaction and, thus,
holders do not incur a settlement obligation.

Examples:

Investor A is long one September XYZ Corp. futures
contract. To liquidate the long position in the September
XYZ Corp. futures contract, Investor A would sell an
identical September XYZ Corp. contract.

Investor B is short one December XYZ Corp. futures
contract. To liquidate the short position in the December
XYZ Corp. futures contract, Investor B would buy an
identical December XYZ Corp. contract.

Security futures contracts that are not liquidated prior to expiration must be
settled in accordance with the terms of the contract. Some security futures contracts are
settled by physical delivery of the underlying security. At the expiration of a security
futures contract that is settled through physical delivery, a person who is long the
contract must pay the final settlement price set by the regulated exchange or the
clearing organization and take delivery of the underlying shares. Conversely, a person
who is short the contract must make delivery of the underlying shares in exchange for
the final settlement price.

Other security futures contracts are settled through cash settlement. In this case,
the underlying security is not delivered. Instead, any positions in such security futures
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contracts that are open at the end of the last trading day are settled through a final cash
payment based on a final settlement price determined by the exchange or clearing
organization. Once this payment is made, neither party has any further obligations on
the contract.

Physical delivery and cash settlement are discussed more fully in Section 5.
2.2. Purposes of Security Futures

Security futures contracts can be used for speculation, hedging, and risk
management. Security futures contracts do not provide capital growth or income.

Speculation

Speculators are individuals or firms who seek to profit from anticipated increases
or decreases in futures prices. A speculator who expects the price of the underlying
instrument to increase will buy the security futures contract. A speculator who expects
the price of the underlying instrument to decrease will sell the security futures contract.
Speculation involves substantial risk and can lead to large losses as well as profits.

The most common trading strategies involving security futures contracts are
buying with the hope of profiting from an anticipated price increase and selling with the
hope of profiting from an anticipated price decrease. For example, a person who
expects the price of XYZ stock to increase by March can buy a March XYZ security
futures contract, and a person who expects the price of XYZ stock to decrease by March
can sell a March XYZ security futures contract. The following illustrates potential profits
and losses if Customer A purchases the security futures contract at $50 a share and
Customer B sells the same contract at $50 a share (assuming 100 shares per contract).

Price of XYZ Customer A Customer B
at Liquidation Profit/Loss Profit/Loss
$55 $500 - $500
$50 0 $ 0
$45 - $500 $500

Speculators may also enter into spreads with the hope of profiting from an
expected change in price relationships. Spreaders may purchase a contract expiring in
one contract month and sell another contract on the same underlying security expiring in
a different month (e.g., buy June and sell September XYZ single stock futures). This is
commonly referred to as a “calendar spread.”

Spreaders may also purchase and sell the same contract month in two different
but economically correlated security futures contracts. For example, if ABC and XYZ are
both pharmaceutical companies and an individual believes that ABC will have stronger
growth than XYZ between now and June, he could buy June ABC futures contracts and
sell June XYZ futures contracts. Assuming that each contract is 100 shares, the
following illustrates how this works.
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Opening Price at Gain or Price at Gain or

Position Liguidation Loss Liquidation Loss

Buy ABC at 50 $53 $300 $53 $300

Sell XYZ at 45 $46 -$100 $50 - $500
Net Gain or Loss $200 -$200

Speculators can also engage in arbitrage, which is similar to a spread except that
the long and short positions occur on two different markets. An arbitrage position can be
established by taking an economically opposite position in a security futures contract on
another exchange, in an options contract, or in the underlying security.

Hedging

Generally speaking, hedging involves the purchase or sale of a security future to
reduce or offset the risk of a position in the underlying security or group of securities (or
a close economic equivalent). A hedger gives up the potential to profit from a favorable
price change in the position being hedged in order to minimize the risk of loss from an
adverse price change.

An investor who wants to lock in a price now for an anticipated sale of the
underlying security at a later date can do so by hedging with security futures. For
example, assume an investor owns 1,000 shares of ABC that have appreciated since he
bought them. The investor would like to sell them at the current price of $50 per share,
but there are tax or other reasons for holding them until September. The investor could
sell ten 100-share ABC futures contracts and then buy back those contracts in
September when he sells the stock. Assuming the stock price and the futures price
change by the same amount, the gain or loss in the stock will be offset by the loss or
gain in the futures contracts.

Price in Value of 1,000 Gain or Loss Effective
September Shares of ABC on Futures Selling Price
$40 $40,000 $10,000 $50,000
$50 $50,000 $ 0 $50,000
$60 $60,000 -$10,000 $50,000

Hedging can also be used to lock in a price now for an anticipated purchase of
the stock at a later date. For example, assume that in May a mutual fund expects to buy
stocks in a particular industry with the proceeds of bonds that will mature in August. The
mutual fund can hedge its risk that the stocks will increase in value between May and
August by purchasing security futures contracts on a narrow-based index of stocks from
that industry. When the mutual fund buys the stocks in August, it also will liquidate the
security futures position in the index. If the relationship between the security futures
contract and the stocks in the index is constant, the profit or loss from the futures
contract will offset the price change in the stocks, and the mutual fund will have locked in
the price that the stocks were selling at in May.

Although hedging mitigates risk, it does not eliminate all risk. For example, the
relationship between the price of the security futures contract and the price of the
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underlying security traditionally tends to remain constant over time, but it can and does
vary somewhat. Furthermore, the expiration or liquidation of the security futures contract
may not coincide with the exact time the hedger buys or sells the underlying stock.
Therefore, hedging may not be a perfect protection against price risk.

Risk Management

Some institutions also use futures contracts to manage portfolio risks without
necessarily intending to change the composition of their portfolio by buying or selling the
underlying securities. The institution does so by taking a security futures position that is
opposite to some or all of its position in the underlying securities. This strategy involves
more risk than a traditional hedge because it is not meant to be a substitute for an
anticipated purchase or sale.

2.3. Where Security Futures Trade

By law, security futures contracts must trade on a regulated U.S. exchange.
Each regulated U.S. exchange that trades security futures contracts is subject to joint
regulation by the Securities and Exchange Commission (SEC) and the Commaodity
Futures Trading Commission (CFTC).

A person holding a position in a security futures contract who seeks to liquidate
the position must do so either on the regulated exchange where the original trade took
place or on another regulated exchange, if any, where a fungible security futures
contract trades. (A person may also seek to manage the risk in that position by taking
an opposite position in a comparable contract traded on another regulated exchange.)

Security futures contracts traded on one regulated exchange might not be
fungible with security futures contracts traded on another regulated exchange for a
variety of reasons. Security futures traded on different regulated exchanges may be
non-fungible because they have different contract terms (e.g., size, settlement method),
or because they are cleared through different clearing organizations. Moreover, a
regulated exchange might not permit its security futures contracts to be offset or
liquidated by an identical contract traded on another regulated exchange, even though
they have the same contract terms and are cleared through the same clearing
organization. You should consult your broker about the fungibility of the contract you are
considering purchasing or selling, including which exchange(s), if any, on which it may
be offset.

Regulated exchanges that trade security futures contracts are required by law to
establish certain listing standards. Changes in the underlying security of a security
futures contract may, in some cases, cause such contract to no longer meet the
regulated exchange’s listing standards. Each regulated exchange will have rules
governing the continued trading of security futures contracts that no longer meet the
exchange’s listing standards. These rules may, for example, permit only liquidating
trades in security futures contracts that no longer satisfy the listing standards.

2.4. How Security Futures Differ from the Underlying Security
Shares of common stock represent a fractional ownership interest in the issuer of

that security. Ownership of securities confers various rights that are not present with
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positions in security futures contracts. For example, persons owning a share of common
stock may be entitled to vote in matters affecting corporate governance. They also may
be entitled to receive dividends and corporate disclosure, such as annual and quarterly
reports.

The purchaser of a security futures contract, by contrast, has only a contract for
future delivery of the underlying security. The purchaser of the security futures contract
is not entitled to exercise any voting rights over the underlying security and is not entitled
to any dividends that may be paid by the issuer. Moreover, the purchaser of a security
futures contract does not receive the corporate disclosures that are received by
shareholders of the underlying security, although such corporate disclosures must be
made publicly available through the SEC’s EDGAR system, which can be accessed at
www.sec.gov. You should review such disclosures before entering into a security
futures contract. See Section 9 for further discussion of the impact of corporate events
on a security futures contract.

All security futures contracts are marked-to-market at least daily, usually after the
close of trading, as described in Section 3 of this document. At that time, the account of
each buyer and seller is credited with the amount of any gain, or debited by the amount
of any loss, on the security futures contract, based on the contract price established at
the end of the day for settlement purposes (the “daily settlement price”). By contrast, the
purchaser or seller of the underlying instrument does not have the profit and loss from
his or her investment credited or debited until the position in that instrument is closed
out.

Naturally, as with any financial product, the value of the security futures contract
and of the underlying security may fluctuate. However, owning the underlying security
does not require an investor to settle his or her profits and losses daily. By contrast, as
a result of the mark-to-market requirements discussed above, a person who is long a
security futures contract often will be required to deposit additional funds into his or her
account as the price of the security futures contract decreases. Similarly, a person who
is short a security futures contract often will be required to deposit additional funds into
his or her account as the price of the security futures contract increases.

Another significant difference is that security futures contracts expire on a
specific date. Unlike an owner of the underlying security, a person cannot hold a long
position in a security futures contract for an extended period of time in the hope that the
price will go up. If you do not liquidate your security futures contract, you will be required
to settle the contract when it expires, either through physical delivery or cash settlement.
For cash-settled contracts in particular, upon expiration, an individual will no longer have
an economic interest in the securities underlying the security futures contract.

2.5. Comparison to Options

Although security futures contracts share some characteristics with options on
securities (options contracts), these products are also different in a number of ways.
Below are some of the important distinctions between equity options contracts and
security futures contracts.

If you purchase an options contract, you have the right, but not the obligation, to
buy or sell a security prior to the expiration date. If you sell an options contract, you
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have the obligation to buy or sell a security prior to the expiration date. By contrast, if
you have a position in a security futures contract (either long or short), you have both the
right and the obligation to buy or sell a security at a future date. The only way that you
can avoid the obligation incurred by the security futures contract is to liquidate the
position with an offsetting contract.

A person purchasing an options contract runs the risk of losing the purchase
price (premium) for the option contract. Because it is a wasting asset, the purchaser of
an options contract who neither liquidates the options contract in the secondary market
nor exercises it at or prior to expiration will necessarily lose his or her entire investment
in the options contract. However, a purchaser of an options contract cannot lose more
than the amount of the premium. Conversely, the seller of an options contract receives
the premium and assumes the risk that he or she will be required to buy or sell the
underlying security on or prior to the expiration date, in which event his or her losses
may exceed the amount of the premium received. Although the seller of an options
contract is required to deposit margin to reflect the risk of its obligation, he or she may
lose many times his or her initial margin deposit.

By contrast, the purchaser and seller of a security futures contract each enter
into an agreement to buy or sell a specific quantity of shares in the underlying security.
Based upon the movement in prices of the underlying security, a person who holds a
position in a security futures contract can gain or lose many times his or her initial
margin deposit. In this respect, the benefits of a security futures contract are similar to
the benefits of purchasing an option, while the risks of entering into a security futures
contract are similar to the risks of selling an option.

Both the purchaser and the seller of a security futures contract have daily margin
obligations. At least once each day, security futures contracts are marked-to-market and
the increase or decrease in the value of the contract is credited or debited to the buyer
and the seller. As a result, any person who has an open position in a security futures
contract may be called upon to meet additional margin requirements or may receive a
credit of available funds.

Example:

Assume that Customers A and B each anticipate an
increase in the market price of XYZ stock, which is
currently $50 a share. Customer A purchases an XYZ 50
call (covering 100 shares of XYZ at a premium of $5 per
share). The option premium is $500 ($5 per share X 100
shares). Customer B purchases an XYZ security futures
contract (covering 100 shares of XYZ). The total value of
the contract is $5000 ($50 share value X 100 shares). The
required margin is $1000 (or 20% of the contract value).

Price of Customer Customer
XYZ at A B
expiration Profit/Loss  Profit/Loss
65 1000 1500

60 500 1000

55 0 500
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50 -500 0

45 -500 -500
40 -500 -1000
35 -500 -1500

The most that Customer A can lose is $500, the option
premium. Customer A breaks even at $55 per share, and
makes money at higher prices. Customer B may lose
more than his initial margin deposit. Unlike the options
premium, the margin on a futures contract is not a cost but
a performance bond. The losses for Customer B are not
limited by this performance bond. Rather, the losses or
gains are determined by the settlement price of the
contract, as provided in the example above. Note that if
the price of XYZ falls to $35 per share, Customer A loses
only $500, whereas Customer B loses $1500.

2.6. Components of a Security Futures Contract

Each regulated exchange can choose the terms of the security futures contracts
it lists, and those terms may differ from exchange to exchange or contract to contract.
Some of those contract terms are discussed below. However, you should ask your
broker for a copy of the contract specifications before trading a particular contract.

2.6.1. Each security futures contract has a set size. The size of a security futures
contract is determined by the regulated exchange on which the contract trades. For
example, a security futures contract for a single stock may be based on 100 shares of
that stock. If prices are reported per share, the value of the contract would be the price
times 100. For narrow-based security indices, the value of the contract is the price of
the component securities times the multiplier set by the exchange as part of the contract
terms.

2.6.2. Security futures contracts expire at set times determined by the listing exchange.
For example, a particular contract may expire on a particular day, e.g., the third Friday of
the expiration month. Up until expiration, you may liquidate an open position by
offsetting your contract with a fungible opposite contract that expires in the same month.
If you do not liquidate an open position before it expires, you will be required to make or
take delivery of the underlying security or to settle the contract in cash after expiration.

2.6.3. Although security futures contracts on a particular security or a narrow-based
security index may be listed and traded on more than one regulated exchange, the
contract specifications may not be the same. Also, prices for contracts on the same
security or index may vary on different regulated exchanges because of different
contract specifications.

2.6.4. Prices of security futures contracts are usually quoted the same way prices are
quoted in the underlying instrument. For example, a contract for an individual security
would be quoted in dollars and cents per share. Contracts for indices would be quoted
by an index number, usually stated to two decimal places.
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2.6.5. Each security futures contract has a minimum price fluctuation (called a tick),
which may differ from product to product or exchange to exchange. For example, if a
particular security futures contract has a tick size of 1¢, you can buy the contract at
$23.21 or $23.22 but not at $23.215.

2.7. Trading Halts

The value of your positions in security futures contracts could be affected if
trading is halted in either the security futures contract or the underlying security. In
certain circumstances, regulated exchanges are required by law to halt trading in
security futures contracts. For example, trading on a particular security futures contract
must be halted if trading is halted on the listed market for the underlying security as a
result of pending news, regulatory concerns, or market volatility. Similarly, trading of a
security futures contract on a narrow-based security index must be halted under such
circumstances if trading is halted on securities accounting for at least 50 percent of the
market capitalization of the index. In addition, regulated exchanges are required to halt
trading in all security futures contracts for a specified period of time when the Dow Jones
Industrial Average (“DJIA”) experiences one-day declines of 10-, 20- and 30-percent.
The regulated exchanges may also have discretion under their rules to halt trading in
other circumstances — such as when the exchange determines that the halt would be
advisable in maintaining a fair and orderly market.

A trading halt, either by a regulated exchange that trades security futures or an
exchange trading the underlying security or instrument, could prevent you from
liquidating a position in security futures contracts in a timely manner, which could
prevent you from liquidating a position in security futures contracts at that time.

2.8. Trading Hours

Each regulated exchange trading a security futures contract may open and close
for trading at different times than other regulated exchanges trading security futures
contracts or markets trading the underlying security or securities. Trading in security
futures contracts prior to the opening or after the close of the primary market for the
underlying security may be less liquid than trading during regular market hours.
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Section 3 — Clearing Organizations and Mark-to-Market Requirements

Every regulated U.S. exchange that trades security futures contracts is required
to have a relationship with a clearing organization that serves as the guarantor of each
security futures contract traded on that exchange. A clearing organization performs the
following functions: matching trades; effecting settlement and payments; guaranteeing
performance; and facilitating deliveries.

Throughout each trading day, the clearing organization matches trade data
submitted by clearing members on behalf of their customers or for the clearing member’s
proprietary accounts. If an account is with a brokerage firm that is not a member of the
clearing organization, then the brokerage firm will carry the security futures position with
another brokerage firm that is a member of the clearing organization. Trade records that
do not match, either because of a discrepancy in the details or because one side of the
transaction is missing, are returned to the submitting clearing members for resolution.
The members are required to resolve such “out trades” before or on the open of trading
the next morning.

When the required details of a reported transaction have been verified, the
clearing organization assumes the legal and financial obligations of the parties to the
transaction. One way to think of the role of the clearing organization is that it is the
“buyer to every seller and the seller to every buyer.” The insertion or substitution of the
clearing organization as the counterparty to every transaction enables a customer to
liquidate a security futures position without regard to what the other party to the original
security futures contract decides to do.

The clearing organization also effects the settlement of gains and losses from
security futures contracts between clearing members. At least once each day, clearing
member brokerage firms must either pay to, or receive from, the clearing organization
the difference between the current price and the trade price earlier in the day, or for a
position carried over from the previous day, the difference between the current price and
the previous day’s settlement price. Whether a clearing organization effects settlement
of gains and losses on a daily basis or more frequently will depend on the conventions of
the clearing organization and market conditions. Because the clearing organization
assumes the legal and financial obligations for each security futures contract, you should
expect it to ensure that payments are made promptly to protect its obligations.

Gains and losses in security futures contracts are also reflected in each
customer’s account on at least a daily basis. Each day’s gains and losses are
determined based on a daily settlement price disseminated by the regulated exchange
trading the security futures contract or its clearing organization. If the daily settlement
price of a particular security futures contract rises, the buyer has a gain and the seller a
loss. If the daily settlement price declines, the buyer has a loss and the seller a gain.
This process is known as “marking-to-market” or daily settlement. As a result, individual
customers normally will be called on to settle daily.

The one-day gain or loss on a security futures contract is determined by

calculating the difference between the current day’s settlement price and the previous
day’s settlement price.

12 of 26



For example, assume a security futures contract is
purchased at a price of $120. If the daily settlement price
is either $125 (higher) or $117 (lower), the effects would
be as follows:

(1 contract representing 100 shares)

Daily

Settlement  Buyer’s Seller’s

Value Account Account

$125 $500 gain $500 loss
(credit) (debit)

$117 $300 loss $300 gain
(debit) (credit)

The cumulative gain or loss on a customer’s open security futures positions is generally
referred to as “open trade equity” and is listed as a separate component of account
equity on your customer account statement.

A discussion of the role of the clearing organization in effecting delivery is
discussed in Section 5.
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Section 4 — Margin and Leverage

When a broker-dealer lends a customer part of the funds needed to purchase a
security such as common stock, the term “margin” refers to the amount of cash, or down
payment, the customer is required to deposit. By contrast, a security futures contract is
an obligation and not an asset. A security futures contract has no value as collateral for
a loan. Because of the potential for a loss as a result of the daily marked-to-market
process, however, a margin deposit is required of each party to a security futures
contract. This required margin deposit also is referred to as a “performance bond.”

In the first instance, margin requirements for security futures contracts are set by
the exchange on which the contract is traded, subject to certain minimums set by law.
The basic margin requirement is 20% of the current value of the security futures
contract, although some strategies may have lower margin requirements. Requests for
additional margin are known as “margin calls.” Both buyer and seller must individually
deposit the required margin to their respective accounts.

It is important to understand that individual brokerage firms can, and in many
cases do, require margin that is higher than the exchange requirements. Additionally,
margin requirements may vary from brokerage firm to brokerage firm. Furthermore, a
brokerage firm can increase its “house” margin requirements at any time without
providing advance notice, and such increases could result in a margin call.

For example, some firms may require margin to be deposited the business day
following the day of a deficiency, or some firms may even require deposit on the same
day. Some firms may require margin to be on deposit in the account before they will
accept an order for a security futures contract. Additionally, brokerage firms may have
special requirements as to how margin calls are to be met, such as requiring a wire
transfer from a bank, or deposit of a certified or cashier’'s check. You should thoroughly
read and understand the customer agreement with your brokerage firm before entering
into any transactions in security futures contracts.

If through the daily cash settlement process, losses in the account of a security
futures contract participant reduce the funds on deposit (or equity) below the
maintenance margin level (or the firm’s higher “house” requirement), the brokerage firm
will require that additional funds be deposited.

If additional margin is not deposited in accordance with the firm’s policies, the
firm can liquidate your position in security futures contracts or sell assets in any of your
accounts at the firm to cover the margin deficiency. You remain responsible for any
shortfall in the account after such liquidations or sales. Unless provided otherwise in
your customer agreement or by applicable law, you are not entitled to choose which
futures contracts, other securities or other assets are liquidated or sold to meet a margin
call or to obtain an extension of time to meet a margin call.

Brokerage firms generally reserve the right to liquidate a customer’s security
futures contract positions or sell customer assets to meet a margin call at any time
without contacting the customer. Brokerage firms may also enter into equivalent but
opposite positions for your account in order to manage the risk created by a margin call.
Some customers mistakenly believe that a firm is required to contact them for a margin
call to be valid, and that the firm is not allowed to liquidate securities or other assets in
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their accounts to meet a margin call unless the firm has contacted them first. This is not
the case. While most firms notify their customers of margin calls and allow some time
for deposit of additional margin, they are not required to do so. Even if a firm has
notified a customer of a margin call and set a specific due date for a margin deposit, the
firm can still take action as necessary to protect its financial interests, including the
immediate liquidation of positions without advance notification to the customer.

Here is an example of the margin requirements for a long security futures
position.

A customer buys 3 July EJG security futures at 71.50. Assuming each contract
represents 100 shares, the nominal value of the position is $21,450 (71.50 x 3 contracts
x 100 shares). If the initial margin rate is 20% of the nominal value, then the customer’s
initial margin requirement would be $4,290. The customer deposits the initial margin,
bringing the equity in the account to $4,290.

First, assume that the next day the settlement price of EJG security futures falls
to 69.25. The marked-to-market loss in the customer’s equity is $675 (71.50 — 69.25 x 3
contacts x 100 shares). The customer’s equity decreases to $3,615 ($4,290 — $675).
The new nominal value of the contract is $20,775 (69.25 x 3 contracts x 100 shares). If
the maintenance margin rate is 20% of the nominal value, then the customer’s
maintenance margin requirement would be $4,155. Because the customer’s equity had
decreased to $3,615 (see above), the customer would be required to have an additional
$540 in margin ($4,155 — $3,615).

Alternatively, assume that the next day the settlement price of EJG security
futures rises to 75.00. The mark-to-market gain in the customer’s equity is $1,050
(75.00 — 71.50 x 3 contacts x 100 shares). The customer’s equity increases to $5,340
($4,290 + $1,050). The new nominal value of the contract is $22,500 (75.00 x 3
contracts x 100 shares). If the maintenance margin rate is 20% of the nominal value,
then the customer’s maintenance margin requirement would be $4,500. Because the
customer’s equity had increased to $5,340 (see above), the customer’s excess equity
would be $840.

The process is exactly the same for a short position, except that margin calls are
generated as the settlement price rises rather than as it falls. This is because the
customer's equity decreases as the settlement price rises and increases as the
settlement price falls.

Because the margin deposit required to open a security futures position is a
fraction of the nominal value of the contracts being purchased or sold, security futures
contracts are said to be highly leveraged. The smaller the margin requirement in relation
to the underlying value of the security futures contract, the greater the leverage.
Leverage allows exposure to a given quantity of an underlying asset for a fraction of the
investment needed to purchase that quantity outright. In sum, buying (or selling) a
security futures contract provides the same dollar and cents profit and loss outcomes as
owning (or shorting) the underlying security. However, as a percentage of the margin
deposit, the potential immediate exposure to profit or loss is much higher with a security
futures contract than with the underlying security.
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For example, if a security futures contract is established at a price of $50, the
contract has a nominal value of $5,000 (assuming the contract is for 100 shares of
stock). The margin requirement may be as low as 20%. In the example just used,
assume the contract price rises from $50 to $52 (a $200 increase in the nominal value).
This represents a $200 profit to the buyer of the security futures contract, and a 20%
return on the $1,000 deposited as margin. The reverse would be true if the contract
price decreased from $50 to $48. This represents a $200 loss to the buyer, or 20% of
the $1,000 deposited as margin. Thus, leverage can either benefit or harm an investor.

Note that a 4% decrease in the value of the contract resulted in a loss of 20% of

the margin deposited. A 20% decrease would wipe out 100% of the margin deposited
on the security futures contract.
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Section 5 — Settlement

If you do not liquidate your position prior to the end of trading on the last day
before the expiration of the security futures contract, you are obligated to either 1) make
or accept a cash payment (“cash settlement”) or 2) deliver or accept delivery of the
underlying securities in exchange for final payment of the final settlement price (“physical
delivery”). The terms of the contract dictate whether it is settled through cash settlement
or by physical delivery.

The expiration of a security futures contract is established by the exchange on
which the contract is listed. On the expiration day, security futures contracts cease to
exist. Typically, the last trading day of a security futures contract will be the third Friday
of the expiring contract month, and the expiration day will be the following Saturday.
This follows the expiration conventions for stock options and broad-based stock indexes.
Please keep in mind that the expiration day is set by the listing exchange and may
deviate from these norms.

5.1. Cash settlement

In the case of cash settlement, no actual securities are delivered at the expiration
of the security futures contract. Instead, you must settle any open positions in security
futures by making or receiving a cash payment based on the difference between the final
settlement price and the previous day’s settlement price. Under normal circumstances,
the final settlement price for a cash-settled contract will reflect the opening price for the
underlying security. Once this payment is made, neither the buyer nor the seller of the
security futures contract has any further obligations on the contract.

5.2. Settlement by physical delivery

Settlement by physical delivery is carried out by clearing brokers or their agents
with National Securities Clearing Corporation (“NSCC”), an SEC-regulated securities
clearing agency. Such settlements are made in much the same way as they are for
purchases and sales of the underlying security. Promptly after the last day of trading,
the regulated exchange’s clearing organization will report a purchase and sale of the
underlying stock at the previous day’s settlement price (also referred to as the “invoice
price”) to NSCC. If NSCC does not reject the transaction by a time specified in its rules,
settlement is effected pursuant to the rules of NSCC within the normal clearance and
settlement cycle for securities transactions, which currently is three business days.

If you hold a short position in a physically settled security futures contract to
expiration, you will be required to make delivery of the underlying securities. If you
already own the securities, you may tender them to your brokerage firm. If you do not
own the securities, you will be obligated to purchase them. Some brokerage firms may
not be able to purchase the securities for you. If your brokerage firm cannot purchase
the underlying securities on your behalf to fulfill a settlement obligation, you will have to
purchase the securities through a different firm.
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Section 6 — Customer Account Protections

Positions in security futures contracts may be held either in a securities account
or in a futures account. Your brokerage firm may or may not permit you to choose the
types of account in which your positions in security futures contracts will be held. The
protections for funds deposited or earned by customers in connection with trading in
security futures contracts differ depending on whether the positions are carried in a
securities account or a futures account. If your positions are carried in a securities
account, you will not receive the protections available for futures accounts. Similarly, if
your positions are carried in a futures account, you will not receive the protections
available for securities accounts. You should ask your broker which of these protections
will apply to your funds.

You should be aware that the regulatory protections applicable to your account
are not intended to insure you against losses you may incur as a result of a decline or
increase in the price of a security futures contract. As with all financial products, you are
solely responsible for any market losses in your account.

Your brokerage firm must tell you whether your security futures positions will be
held in a securities account or a futures account. If your brokerage firm gives you a
choice, it must tell you what you have to do to make the choice and which type of
account will be used if you fail to do so. You should understand that certain regulatory
protections for your account will depend on whether it is a securities account or a futures
account.

6.1. Protections for Securities Accounts

If your positions in security futures contracts are carried in a securities account,
they are covered by SEC rules governing the safeguarding of customer funds and
securities. These rules prohibit a broker/dealer from using customer funds and
securities to finance its business. As a result, the broker/dealer is required to set aside
funds equal to the net of all its excess payables to customers over receivables from
customers. The rules also require a broker/dealer to segregate all customer fully paid
and excess margin securities carried by the broker/dealer for customers.

The Securities Investor Protection Corporation (SIPC) also covers positions held
in securities accounts. SIPC was created in 1970 as a non-profit, non-government,
membership corporation, funded by member broker/dealers. Its primary role is to return
funds and securities to customers if the broker/dealer holding these assets becomes
insolvent. SIPC coverage applies to customers of current (and in some cases former)
SIPC members. Most broker/dealers registered with the SEC are SIPC members; those
few that are not must disclose this fact to their customers. SIPC members must display
an official sign showing their membership. To check whether a firm is a SIPC member,
go to www.sipc.org, call the SIPC Membership Department at (202) 371-8300, or write to
SIPC Membership Department, Securities Investor Protection Corporation, 805 Fifteenth
Street, NW, Suite 800, Washington, DC 20005-2215.

SIPC coverage is limited to $500,000 per customer, including up to $100,000 for

cash. For example, if a customer has 1,000 shares of XYZ stock valued at $200,000
and $10,000 cash in the account, both the security and the cash balance would be
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protected. However, if the customer has shares of stock valued at $500,000 and
$100,000 in cash, only a total of $500,000 of those assets will be protected.

For purposes of SIPC coverage, customers are persons who have securities or
cash on deposit with a SIPC member for the purpose of, or as a result of, securities
transactions. SIPC does not protect customer funds placed with a broker/dealer just to
earn interest. Insiders of the broker/dealer, such as its owners, officers, and partners,
are not customers for purposes of SIPC coverage.

6.2. Protections for Futures Accounts

If your security futures positions are carried in a futures account, they must be
segregated from the brokerage firm's own funds and cannot be borrowed or otherwise
used for the firm’s own purposes. If the funds are deposited with another entity (e.g., a
bank, clearing broker, or clearing organization), that entity must acknowledge that the
funds belong to customers and cannot be used to satisfy the firm’s debts. Moreover,
although a brokerage firm may carry funds belonging to different customers in the same
bank or clearing account, it may not use the funds of one customer to margin or
guarantee the transactions of another customer. As a result, the brokerage firm must
add its own funds to its customers’ segregated funds to cover customer debits and
deficits. Brokerage firms must calculate their segregation requirements daily.

You may not be able to recover the full amount of any funds in your account if the
brokerage firm becomes insolvent and has insufficient funds to cover its obligations to all
of its customers. However, customers with funds in segregation receive priority in
bankruptcy proceedings. Furthermore, all customers whose funds are required to be
segregated have the same priority in bankruptcy, and there is no ceiling on the amount
of funds that must be segregated for or can be recovered by a particular customer.

Your brokerage firm is also required to separately maintain funds invested in
security futures contracts traded on a foreign exchange. However, these funds may not
receive the same protections once they are transferred to a foreign entity (e.g., a foreign
broker, exchange or clearing organization) to satisfy margin requirements for those
products. You should ask your broker about the bankruptcy protections available in the
country where the foreign exchange (or other entity holding the funds) is located.
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Section 7 — Special Risks for Day Traders

Certain traders who pursue a day trading strategy may seek to use security
futures contracts as part of their trading activity. Whether day trading in security futures
contracts or other securities, investors engaging in a day trading strategy face a number
of risks.

Day trading in security futures contracts requires in-depth knowledge of the
securities and futures markets and of trading techniques and strategies. In
attempting to profit through day trading, you will compete with professional traders
who are knowledgeable and sophisticated in these markets. You should have
appropriate experience before engaging in day trading.

Day trading in security futures contracts can result in substantial commission
charges, even if the per trade cost is low. The more trades you make, the higher
your total commissions will be. The total commissions you pay will add to your
losses and reduce your profits. For instance, assuming that a round-turn trade costs
$16 and you execute an average of 29 round-turn transactions per day each trading
day, you would need to generate an annual profit of $111,360 just to cover your
commission expenses.

Day trading can be extremely risky. Day trading generally is not appropriate for
someone of limited resources and limited investment or trading experience and low
risk tolerance. You should be prepared to lose all of the funds that you use for day
trading. In particular, you should not fund day trading activities with funds that you
cannot afford to lose.

20 of 26



Section 8 — Other

8.1. Corporate Events

As noted in Section 2.4, an equity security represents a fractional ownership
interest in the issuer of that security. By contrast, the purchaser of a security futures
contract has only a contract for future delivery of the underlying security. Treatment of
dividends and other corporate events affecting the underlying security may be reflected
in the security futures contract depending on the applicable clearing organization rules.
Consequently, individuals should consider how dividends and other developments
affecting security futures in which they transact will be handled by the relevant exchange
and clearing organization. The specific adjustments to the terms of a security futures
contract are governed by the rules of the applicable clearing organization. Below is a
discussion of some of the more common types of adjustments that you may need to
consider.

Corporate issuers occasionally announce stock splits. As a result of these splits,
owners of the issuer's common stock may own more shares of the stock, or fewer
shares in the case of a reverse stock split. The treatment of stock splits for persons
owning a security futures contract may vary according to the terms of the security futures
contract and the rules of the clearing organization. For example, the terms of the
contract may provide for an adjustment in the number of contracts held by each party
with a long or short position in a security future, or for an adjustment in the number of
shares or units of the instrument underlying each contract, or both.

Corporate issuers also occasionally issue special dividends. A special dividend
is an announced cash dividend payment outside the normal and customary practice of a
corporation. The terms of a security futures contract may be adjusted for special
dividends. The adjustments, if any, will be based upon the rules of the exchange and
clearing organization. In general, there will be no adjustments for ordinary dividends as
they are recognized as a normal and customary practice of an issuer and are already
accounted for in the pricing of security futures.

Corporate issuers occasionally may be involved in mergers and acquisitions.
Such events may cause the underlying security of a security futures contact to change
over the contract duration. The terms of security futures contracts may also be adjusted
to reflect other corporate events affecting the underlying security.

8.2. Position Limits and Large Trader Reporting

All security futures contracts trading on regulated exchanges in the United States
are subject to position limits or position accountability limits. Position limits restrict the
number of security futures contracts that any one person or group of related persons
may hold or control in a particular security futures contract. In contrast, position
accountability limits permit the accumulation of positions in excess of the limit without a
prior exemption. In general, position limits and position accountability limits are beyond
the thresholds of most retail investors. Whether a security futures contract is subject to
position limits, and the level for such limits, depends upon the trading activity and market
capitalization of the underlying security of the security futures contract.
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Position limits apply are required for security futures contracts that overlie a
security that has an average daily trading volume of 20 million shares or fewer. In the
case of a security futures contract overlying a security index, position limits are required
if any one of the securities in the index has an average daily trading volume of 20 million
shares or fewer. Position limits also apply only to an expiring security futures contract
during its last five trading days. A regulated exchange must establish position limits on
security futures that are no greater than 13,500 (100 share) contracts, unless the
underlying security meets certain volume and shares outstanding thresholds, in which
case the limit may be increased to 22,500 (100 share) contracts.

For security futures contracts overlying a security or securities with an average
trading volume of more than 20 million shares, regulated exchanges may adopt position
accountability rules. Under position accountability rules, a trader holding a position in a
security futures contract that exceeds 22,500 contracts (or such lower limit established
by an exchange) must agree to provide information regarding the position and consent
to halt increasing that position if requested by the exchange.

Brokerage firms must also report large open positions held by one person (or by
several persons acting together) to the CFTC as well as to the exchange on which the
positions are held. The CFTC'’s reporting requirements are 1,000 contracts for security
futures positions on individual equity securities and 200 contracts for positions on a
narrow-based index. However, individual exchanges may require the reporting of large
open positions at levels less than the levels required by the CFTC. In addition,
brokerage firms must submit identifying information on the account holding the
reportable position (on a form referred to as either an “Identification of Special Accounts
Form” or a “Form 102”) to the CFTC and to the exchange on which the reportable
position exists within three business days of when a reportable position is first
established.

8.3. Transactions on Foreigh Exchanges

U.S. customers may not trade security futures on foreign exchanges until
authorized by U.S. regulatory authorities. U.S. regulatory authorities do not regulate the
activities of foreign exchanges and may not, on their own, compel enforcement of the
rules of a foreign exchange or the laws of a foreign country. While U.S. law governs
transactions in security futures contracts that are effected in the U.S., regardless of the
exchange on which the contracts are listed, the laws and rules governing transactions
on foreign exchanges vary depending on the country in which the exchange is located.

8.4. Tax Consequences

For most taxpayers, security futures contracts are not treated like other futures
contracts. Instead, the tax consequences of a security futures transaction depend on
the status of the taxpayer and the type of position (e.g., long or short, covered or
uncovered). Because of the importance of tax considerations to transactions in security
futures, readers should consult their tax advisors as to the tax consequences of these
transactions.
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Section 9 — Glossary of Terms

This glossary is intended to assist customers in understanding specialized terms used in
the futures and securities industries. It is not inclusive and is not intended to state or
suggest the legal significance or meaning of any word or term.

Arbitrage — taking an economically opposite position in a security futures contract on
another exchange, in an options contract, or in the underlying security.

Broad-based security index — a security index that does not fall within the statutory
definition of a narrow-based security index (see Narrow-based security index). A future
on a broad-based security index is not a security future. This risk disclosure statement
applies solely to security futures and generally does not pertain to futures on a broad-
based security index. Futures on a broad-based security index are under exclusive
jurisdiction of the CFTC.

Cash settlement — a method of settling certain futures contracts by having the buyer (or
long) pay the seller (or short) the cash value of the contract according to a procedure set
by the exchange.

Clearing broker — a member of the clearing organization for the contract being traded.
All trades, and the daily profits or losses from those trades, must go through a clearing
broker.

Clearing organization — a regulated entity that is responsible for settling trades,
collecting losses and distributing profits, and handling deliveries.

Contract — 1) the unit of trading for a particular futures contract (e.g., one contract may
be 100 shares of the underlying security), 2) the type of future being traded (e.g., futures
on ABC stock).

Contract month — the last month in which delivery is made against the futures contract
or the contract is cash-settled. Sometimes referred to as the delivery month.

Day trading strategy — an overall trading strategy characterized by the regular
transmission by a customer of intra-day orders to effect both purchase and sale
transactions in the same security or securities.

EDGAR - the SEC's Electronic Data Gathering, Analysis, and Retrieval system
maintains electronic copies of corporate information filed with the agency. EDGAR
submissions may be accessed through the SEC’s Web site, www.sec.gov.

Futures contract — a futures contract is (1) an agreement to purchase or sell a
commodity for delivery in the future; (2) at a price determined at initiation of the contract;
(3) that obligates each party to the contract to fulfill it at the specified price; (4) that is
used to assume or shift risk; and (5) that may be satisfied by delivery or offset.
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Hedging — the purchase or sale of a security future to reduce or offset the risk of a
position in the underlying security or group of securities (or a close economic
equivalent).

llliquid market — a market (or contract) with few buyers and/or sellers. llliquid markets
have little trading activity and those trades that do occur may be done at large price
increments.

Liquidation — entering into an offsetting transaction. Selling a contract that was
previously purchased liquidates a futures position in exactly the same way that selling
100 shares of a particular stock liquidates an earlier purchase of the same stock.
Similarly, a futures contract that was initially sold can be liquidated by an offsetting
purchase.

Liquid market — a market (or contract) with numerous buyers and sellers trading at
small price increments.

Long - 1) the buying side of an open futures contact, 2) a person who has bought
futures contracts that are still open.

Margin — the amount of money that must be deposited by both buyers and sellers to
ensure performance of the person’s obligations under a futures contract. Margin on
security futures contracts is a performance bond rather than a down payment for the
underlying securities.

Mark-to-market — to debit or credit accounts daily to reflect that day’s profits and losses.

Narrow-based security index — in general, and subject to certain exclusions, an index
that has any one of the following four characteristics: (1) it has nine or fewer component
securities; (2) any one of its component securities comprises more than 30% of its
weighting; (3) the five highest weighted component securities together comprise more
than 60% of its weighting; or (4) the lowest weighted component securities comprising,
in the aggregate, 25% of the index’s weighting have an aggregate dollar value of
average daily trading volume of less than $50 million (or in the case of an index with 15
or more component securities, $30 million). A security index that is not narrow-based is
a “broad based security index.” (See Broad-based security index).

Nominal value — the face value of the futures contract, obtained by multiplying the
contract price by the number of shares or units per contract. If XYZ stock index futures
are trading at $50.25 and the contract is for 100 shares of XYZ stock, the nominal value
of the futures contract would be $5025.00.

Offsetting — liquidating open positions by either selling fungible contracts in the same
contract month as an open long position or buying fungible contracts in the same
contract month as an open short position.

Open interest — the total number of open long (or short) contracts in a particular
contract month.
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Open position — a futures contract position that has neither been offset nor closed by
cash settlement or physical delivery.

Performance bond — another way to describe margin payments for futures contracts,
which are good faith deposits to ensure performance of a person’s obligations under a
futures contract rather than down payments for the underlying securities.

Physical delivery — the tender and receipt of the actual security underlying the security
futures contract in exchange for payment of the final settlement price.

Position — a person’s net long or short open contracts.

Regulated exchange — a registered national securities exchange, a national securities
association registered under Section 15A(a) of the Securities Exchange Act of 1934, a
designated contract market, a registered derivatives transaction execution facility, or an
alternative trading system registered as a broker or dealer.

Security futures contract — a legally binding agreement between two parties to
purchase or sell in the future a specific quantify of shares of a security (such as common
stock, an exchange-traded fund, or ADR) or a narrow-based security index, at a
specified price.

Settlement price — 1) the daily price that the clearing organization uses to mark open
positions to market for determining profit and loss and margin calls, 2) the price at which
open cash settlement contracts are settled on the last trading day and open physical
delivery contracts are invoiced for delivery.

Short — 1) the selling side of an open futures contract, 2) a person who has sold futures
contracts that are still open.

Speculating — buying and selling futures contracts with the hope of profiting from
anticipated price movements.

Spread - 1) holding a long position in one futures contract and a short position in a
related futures contract or contract month in order to profit from an anticipated change in
the price relationship between the two, 2) the price difference between two contracts or
contract months.

Stop limit order — an order that becomes a limit order when the market trades at a
specified price. The order can only be filled at the stop limit price or better.

Stop loss order — an order that becomes a market order when the market trades at a
specified price. The order will be filled at whatever price the market is trading at. Also
called a stop order.

Tick — the smallest price change allowed in a particular contract.

Trader — a professional speculator who trades for his or her own account.
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Underlying security — the instrument on which the security futures contract is based.
This instrument can be an individual equity security (including common stock and certain
exchange-traded funds and American Depositary Receipts) or a narrow-based index.

Volume - the number of contracts bought or sold during a specified period of time. This
figure includes liquidating transactions.
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Australian Futures Risk Disclosure Statement

Corporations Regulations
Schedule 2

Form 804
Corporations Law

RISK DISCLOSURE STATEMENT

This statement is given to you as required by section 1210 of the Act.

The risk of loss in trading in futures contracts can be substantial. You should therefore carefully consider whether
that kind of trading is appropriate for you in the light of your financial circumstances. In deciding whether or not
you will become involved in that kind of trading, you should be aware of the following matters-

(a)You could sustain a total loss of the initial margin funds that you deposit with your futures broker to establish
or maintain a position in a futures market.

(b)If the futures market moves against your position, you may be required, at short notice, to deposit with your
futures broker additional margin funds in order to maintain your position. Those additional funds may be
substantial. If you fail to provide those additional funds within the required time, your position may be liquidated
at a loss and in that event you will be liable for any shortfall in your account resulting from that failure.

(c)Under certain conditions, it could become difficult or impossible for you to liquidate a position (this can, for
example, happen when there is a significant change in prices over a short period).

(d)The placing of contingent orders (such as a 'stop-loss' order) may not always limit your losses to the amounts
that you may want. Market conditions may make it impossible to execute such orders

(e)A 'spread’ position is not necessarily less risky than a simple 'long’ or 'short’ position.

(f)The high degree of leverage that is obtainable in futures trading because of small margin requirements can
work against you as well as for you. The use of leverage can lead to large losses as well as large gains.

(9)If you propose to trade in futures options, the maximum loss in buying an option is the amount of the
premium, but the risks in selling an option are the same as in other futures trading.

This statement does not disclose all of the risks and other significant aspects involved in trading on a futures
market. You should therefore study futures trading carefully before becoming involved in it.

*1/We confirm that *1/*we have read and understand this risk disclosure statement and that the futures
contracts trading terms used in it have been explained to *me/*us by the giver of this statement.



Euronext Amsterdam Derivative Markets Risk Disclosure Statement

Between, the Customer (“Client”) and Interactive Brokers LLC, Interactive Brokers (U.K.) Ltd and Interactive Brokers
Canada Inc (collectively “Broker™).

Whereas as the Client intends to give the Introducing Broker orders for option transactions and future transactions on

the derivatives exchange (hereinafter referred to as Euronext Amsterdam Derivative Markets) maintained by Euronext
Amsterdam N.V. (hereinafter referred to as Euronext Amsterdam), which the Introducing Broker intends to execute for
Client's account and risk; agree to the following

1. Client agrees that the Introducing Broker has made available on its website:

= an copy of the Explanatory Memorandum Options and Futures including Appendices

= the notification times or cutoff times until which the client can trade/instruct for exercise/instruct for delivery any
expiring options or futures

= a description of the assignment method that will be used when clients with short positions in Options are assigned.
Client certifies that he is fully aware of the above information or documents.

2. Client understands his rights and obligations and the risks involved in making an investment in Options and
Futures;

3. Client is able to sustain the loss which may result from any contemplated investment in Options and Futures;

4. Client acknowledges that he shall have no claim against Euronext Amsterdam or any Clearing Organisation on
account of any action taken by them in accordance with the Rules or the Clearnet Rule Book in effect from time to
time and that such disclaimer shall be for the benefit of Euronext Amsterdam and the Clearing Organisations;

5. if applicable, Client shall pay the Premium or provide and maintain margin to the extent determined by Euronext
Amsterdam from time to time;

6. Client shall accept that his rights and obligations shall be as established by the Rules and the Clearnet Rule Book
from time to time in effect and shall accept amendments or adjustments made by Euronext Amsterdam or a Clearing
Organisation with respect to the Rules or to outstanding Option Contracts or Future Contracts;

7. after the "Client-cut-off-time", and unless instructed otherwise by the Client, the Broker shall be obliged to take
such action in respect of expiring long positions held at the order and for the account of the Client as may reasonably
be expected to produce the most advantageous result for the Client, whether by exercising, closing or allowing an
Option position to expire;

8. until transfer of his relationship to another Broker, or if the Client is not a Public Order Correspondent Member to
another Public Order Correspondent Member the Client shall close out or exercise his open long positions only through
the Broker;

9. Client irrevocably authorises the Broker in the name and/or for the account of the Client:

= to report positions, give other information, observe limits or close positions in accordance with the Rules;
= to cause Options to be exercised and/or settled in accordance with the Rules;

« and to do such other things as may be required in accordance with the Rules;

10. Client shall not exercise directly any rights arising in connection with any order for an Option or Future against the
Clearing Member executing the order for the Broker, except if the Broker is in default to the Client or is unable to meet
its obligations promptly, and that the Clearing Member concerned shall have the right to claim the benefit of such
limitation on the Client.
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Explanatory memorandum -
options and futures



The purpose of this explanatory memorandum is to
provide investors and other interested parties with
information about the options and futures that are listed

on Euronext Amsterdam Derivative Markets N.V.

If this explanatory memorandum is distributed in
connection with the conclusion of an options agreement
or client agreement, it should be an original copy.

This document cannot be reproduced for this purpose.

In this explanatory memorandum, Euronext Amsterdam
Derivative Markets N.V. is referred to as the derivatives

market.

No section or clause of this explanatory memorandum

may be regarded as creating any right or obligation.

Rights and obligations in respect of the trade in derivatives
at Euronext shall depend solely on the rules and regulations
of Euronext and the organisations which are responsible

for clearing derivatives traded on this market.



What is an option?

An option gives the buyer the right, during a fixed period, to buy
(call option) or sell (put option) a specified amount of the underlying
value at a fixed price.

At Euronext’s derivatives market, options are traded on various
underlying values such as shares, share indices, bonds, currencies and
precious metals. The contract specifications of all option classes are
contained in the appendix to this explanatory memorandum.

What is a futures contract?

A futures contract is an agreement to buy or sell a commodity or

a financial instrument to be delivered by the seller to the buyer on a
specified date in the future. The price is fixed when the contract

is concluded. On Euronext’s derivatives market, futures are traded on
various financial instruments such as share indices and currencies.
The instruments on which the futures are based are known as the
underlying values.

This explanatory memorandum only covers options and futures

and does not include information about products such as warrants,

other special products or flex options. Information about these products

is available in other brochures.




2.1 How does an option work?

An investor who buys an option concludes what is known as a opening
buy transaction and is called the buyer. An opening buy transaction creates
a long position in call or put options. Each option gives the holder the

right to buy (call option) or sell (put option) a specified amount of the
underlying value at a fixed price. The investor can liquidate this position

by means of a closing sell transaction.

An investor who sells an option is called a writer. The writer concludes

an opening sell transaction which creates a short position in call or put
options. The writer of an option has the obligation, if assigned, to sell

(call option) or buy (put option) a specified amount of the underlying value
at a fixed price. However, exercising some types of options does not result
in physical delivery of the underlying value but in cash settlement.

An investor who has previously sold (written) an option but wants to be

released from the resulting obligation to buy or sell the underlying value

can do so by means of a closing buy transaction. Writers can do this until
they have been assigned, i.e. called upon to meet their obligations.

When investors write call options on an underlying value that they own
(and have therefore agreed to sell at a fixed price if assigned to do so),

the options are regarded as covered options. Investors can also write call
options without actually owning the underlying value. If the option is
exercised, the writer has to buy the underlying value before delivering it to
the buyer. In this case, the option is called a naked option. Written put
options are always naked options.



Euronext only allows investors to write naked options if they deposit
sufficient collateral (margin).

There is no direct relationship between the buyer and the writer of
an option. Euronext’s options clearing division ensures that the rights and
obligations of investors remain in balance.

Because the options clearing division acts as the counterparty to both
the buyer and the seller of the option, it takes over the rights and
obligations resulting from the options from its clearing members.
Clearing members are members of Euronext which are responsible for,
among other things, the financial and administrative settlement of
transactions in options.

Clearing members must, in turn, meet their obligations towards the
introducing broker that executes the order on behalf of the investor.
Introducing brokers are members of Euronext that pass orders to
executing brokers. The options clearing division does not guarantee the
solvency of the introducing broker that acts on the investor’s behalf.

There are risks involved in buying and selling options. Investors should
not buy options unless they can afford to lose the premium they have to
pay. Nor should they write naked options if they are not in a position to
sustain a substantial financial loss.

Euronext monitors compliance with its rules and regulations and has the
authority to examine all information relating to orders and transactions.
This information may include the identity of the introducing brokers,
clearing members, traders and investors involved in orders and
transactions. In extraordinary circumstances, this type of information
may be made available to the police and the authorities, for instance in
the case of suspected insider trading.




Euronext has concluded agreements with a number of other exchanges.
This means that it can pass information on to other foreign or domestic
exchanges or regulators if this is necessary or desirable in connection with
the detection and prevention of violations of its rules and regulations or
improper activities.



3.1 Standardisation

The options that are traded on the derivatives market meet certain
standard conditions. The contract size, lifetime, expiration date and
exercise price are standardised. The option premium is the only variable
element. Option premiums are quoted as the amount payable for each
unit of the underlying value (please see Euronext’s reference book).

The contract size is the quantity of the underlying value that corresponds
to one option contract. The contract size is based on the trading unit
and the pricing unit. The reference book states this information for each
type of option.

The lifetime of an option is the maximum period during which the option
represents a right. At the end of this period the option has no value.

The lifetime of options traded on Euronext’s derivatives market varies
from one month to five years. The lifetime of each option class is stated
in the reference book.

The last day of trading in an option is the last day on which it is possible to
trade in an expiring option series. For most classes this is the third Friday
of the expiration month. If the markets are closed on the third Friday of the
month, the last day of trading in the option series is the last day of trading
before the third Friday of the expiration month (see also the reference
book).

After trading has stopped in an expiring series, the right to buy or sell the
underlying value can still be exercised, in most cases up to the day after
the last day of trading. Your introducing broker may, however, observe
different cut-off times. The cut-off time for selling an option is stipulated in
the options agreement that you have concluded with your introducing
broker. Other exceptions are detailed in the reference book.




The introducing broker is required to pass on to the options clearing
division the exercise instructions received from its clients. If an option is
exercised on the day after the last day of trading, the exercise instruction
must be received by the options clearing division before | p.m.

Each introducing broker is free to set a different, earlier cut-off time for
submitting exercise instructions or orders for transactions in expiring
series. Introducing brokers must inform their clients of these cut-off
times.

The exercise price is the price at which the holder (i.e. buyer) of the
option can buy or sell the underlying value when the option is exercised.
The exercise price is stated as an amount payable for each unit of the
underlying value.

When Euronext announces the introduction of options with a new
expiration month, it sets a number of different exercise prices which are
close to the market price of the underlying value at that time.

Euronext sets the interval between the exercise prices for each option
class individually.

In normal circumstances, once an option series has been listed by Euronext
it will continue to be traded until the expiration date. Euronext can,
however, prohibit or restrict opening transactions in certain series.

3.2 Types of options

There are two types of options: American style and European style.

An American-style option can be exercised at any time during the option’s
lifetime. A European-style option can only be exercised on the expiration
date, although open positions in these options can be closed before
expiration. The reference book provides details of whether a particular
option is American or European style.



3.3 Exercising options

After being exercised options can be settled in two ways: by means of
either physical delivery or cash settlement. In most cases, exercising an
option results in the physical delivery of the underlying value.
However, a number of options are settled in cash on the basis of the
difference between the exercise price and the settlement price.

The form of settlement used for each option class and, where applicable,
the method used to calculate the settlement price is detailed in the
reference book.

3.4 Underlying values

The financial instruments on which options are traded — the underlying
values — are selected by Euronext. When selecting new option classes,
Euronext gives preference to underlying values that are widely held and
actively traded, particularly on official exchanges. Other criteria are also
taken into account, such as the distribution of the ownership of the
relevant instrument, trading volumes and price volatility. Euronext notifies
issuers of shares on which options will be introduced of the fact that they
have been selected for this. In exceptional circumstances, Euronext may
decide to remove an option class from listing.

3.5 Currency

When Euronext selects a new option class, its first task is to establish
which market is the main market for trading in the relevant underlying
value. This is generally, though not necessarily, the home market, i.e. the
market in the underlying value’s country of origin. The currency of the
country of origin is usually the currency that is used at Euronext for
quoting premiums for options on a particular underlying value.




3.6 Option premium

The option premium (price) is based on supply and demand between
parties on the floor of the derivatives market. These parties generally base
premiums on the price of the underlying value and the option’s remaining
lifetime.

3.7 Adjustment

In the event of a capital restructuring, share split, rights issue or bonus issue
involving the issuer of shares on which options are listed, the underlying
value, trading unit, contract size and exercise prices of the affected option
series may be adjusted. Other events, such as a public bid for a listed
company, a merger or a liquidation, may also result in the adjustment of

the underlying value. As a rule, no adjustment is made when cash dividends
and dividends with a stock option are distributed.

Depending on the circumstances, the options clearing division may
sometimes decide that with effect from a particular date the shares of

a company that has been acquired by another and on which options are
listed are to be replaced by other shares (for example shares in the
company that made the acquisition). It may, however, decide that exercising
the option will result in cash settlement instead of the physical delivery

of the underlying shares, or that some other adjustment of the underlying
value and/or contract specifications is warranted. Euronext makes every
effort to ensure that information about such measures is provided as soon
as possible.



4.1 Making a profit

Buyers of options expect a change in the price of the underlying value.
The buyer of a call option hopes for a rise in the price, while the buyer of
a put option hopes for a fall. In both cases, the investor can make a
relatively larger profit with options than by investing a similar amount in
the underlying value, because only a small sum (the option premium) needs
to be invested to benefit in full from price movements in the underlying
value. This is known as leverage. If the price of the underlying value rises,
the price of call options will usually rise as well. Similarly, if the price of the
underlying value falls, the price of put options will usually increase.

This makes it possible for investors to make a profit on their options.

4.2 Earning extra income

An investor can also decide to write options in order to receive the option
premium. Investors who actually own the underlying value can obtain an
additional return on their portfolios in this way. However, if they are
assigned to deliver the underlying value, they must sell the underlying value
to the holder of the call option for less than its market value.When holders
of put options exercise their rights, the writers have to buy the underlying
value for more than its market value. The underlying value is bought and
sold through the options clearing division.With both call and put options,
the writer’s loss, though reduced by the option premium received, can be
very substantial if there is a major change in the market price of the
underlying value.




4.3 Protection against falls in value

Options also allow investors to protect themselves against falls in the
price of the underlying value. Maximum protection is obtained by buying
put options. Writing call options gives investors partial protection against
decreases in the price of the underlying value, but in this case protection
is limited to the amount of premium received.

4.4 Fixing the purchase or selling price of the underlying value

Options also make it possible to fix in advance the price at which the
underlying value may be traded at some future date. For example,an
investor who wants to set a maximum purchase price will be interested
in buying call options. An investor who wants to set a minimum selling
price will be interested in buying put options.



5.1 Buying call options

5.1.1 Principle

Buyers of call options can benefit from increases in the price of the
underlying value during the lifetime of their options because they have
the right to buy the underlying value at a fixed price.

5.1.2 Possibilities

If the price of the underlying value rises, the option holder must take
steps to realise the profit on the option. There are two possibilities:
Investors can sell their options on the derivatives market. In this case,
the holder is more interested in the increase in the option premium
than in acquiring the underlying value. In general, the price of a call
option increases in line with the price of the underlying value.

The profit in this case consists of the proceeds from the sale less the
original option premium and transaction costs. Because of leverage,

a small rise in the price of the underlying value can generate a high
profit (in percentage terms) on the original investment.

Investors can exercise an American-style option at any time during the
lifetime of the option. A European-style option can only be exercised
on the expiration date. Depending on the specifications of the option,
the underlying value is delivered when the option is exercised, or
settlement takes place in the form of cash.




5.2

5.1.3 Risk

If there is no increase in the price of the underlying value, call option
holders can lose their entire investment, i.e. the option premium plus
the transaction costs. This is the maximum possible loss that buyers
of call options can incur.

Buying put options

5.2.1 Principle
Buyers of put options can benefit from falls in the price of the
underlying value which may occur during the lifetime of their options.

5.2.2 Possibilities

If the price of the underlying value falls, put option holders who wish
to profit from this can choose between the following alternatives:
They can sell their options on the derivatives market. In this case,

the profit consists of the increase in the option premium. In general,
the price of a put option increases as the price of the underlying value
falls. The profit consists of the proceeds from the sale less the original
option premium and transaction costs. Because of leverage, a small

fall in the price of the underlying value can generate a high profit

(in percentage terms) on the original investment.

An American-style option can be exercised at any time during the
lifetime of the option. A European-style option can only be exercised
on the expiration date. Depending on the option specifications,

the underlying value is delivered when the option is exercised,

or settlement takes place in the form of cash.



5.2.3 Risk

If there is no fall in the price of the underlying value, put option
holders can lose their entire investment, i.e. the option premium plus
the transaction costs. This is the maximum possible loss that buyers
of put options can incur.



6.1 Writing call options

6.1.1 Principle

Writers of call options take on the obligation to sell the underlying
value at the exercise price, if assigned to do so. In return, they receive
the option premium.

6.1.2 Possibilities

6.1.2.1 Writing covered call options

The main objective for investors who write call options on an
underlying value which they own (covered call options) is to obtain an
extra return on their investment portfolio by receiving the option
premium. A consequence of this is that the investor must accept the
risk of having to sell the underlying value at a price agreed to in
advance.

If the price of the underlying value falls below the exercise price,

the option will probably expire without being exercised and the writer
will retain the premium. The writer can also liquidate a position by
concluding a closing transaction on the derivatives market.

However, if the price of the underlying value rises above the exercise
price, there is a good chance that the call option will be exercised.
The writer will then be required to deliver the underlying value.

In addition to earning premium income, investors may decide to write
call options as a means of fixing a selling price for the underlying value.
The selling price is then equal to the exercise price plus the premium
received, less costs. If the option is not exercised, the investor will not
have to sell the underlying value.



6.1.2.2 Writing naked call options

Investors who write call options on underlying values which they do
not own (naked call options) should be aware that they run a
potentially unlimited risk.

If the price of the underlying value rises above the exercise price,
there is a good chance that the call option will be exercised. Writers
will then be required to sell the underlying value at the exercise price.
Because writers of naked call options do not own the underlying
value, they will have to buy it first at the market price, which will be
higher than the exercise price. The increase in the price of the
underlying value can, in theory, be unlimited, which means that the
writer of a naked call option runs an unlimited risk.

Writers of naked call options must therefore have the financial means
to purchase and deliver the underlying value if the option is exercised.
To guarantee this, they have to provide an amount of margin specified
by Euronext.The margin system is explained in Euronext’s brochure
on minimum margin requirements.

6.1.3 Risk

Because of the large losses which may be incurred, writing call options
is only suitable for experienced investors that have the financial means
to sustain such losses. The extent of the writer’s risk depends largely
on whether the options are covered or naked.

Writers must therefore provide collateral. If the options are covered,
the underlying value is held in a blocked account. If the options are
naked, margin must be deposited. Writers of call options (covered or
naked) who expect to be required to deliver the underlying value
because of a rise in its price may be able to avoid delivery by
concluding a closing buy transaction on the derivatives market before
being assigned to make the delivery.




6.2 Writing put options

6.2.1 Principle

Writers of put options take on the obligation to buy the underlying
value at the exercise price, if assigned to do so. In return, they receive
the option premium.

6.2.2 Possibilities

The main objective of investors who write put options is to receive
the option premium. A consequence of this is that the investor has to
accept the risk of having to buy the underlying value at a price agreed
to in advance.

If the price of underlying value rises above the exercise price, the
option will probably expire without being exercised and the writer
will retain the premium. As long as the option has not been exercised,
the writer can liquidate the option position by concluding a closing
transaction on the derivatives market.

However, if the market price of the underlying value drops below the
exercise price, the put option may be exercised. The writer will then
be required to buy the underlying value at a price that is higher than
the current market price.

In addition to making a profit on option premiums, the investor may
also consider writing put options as a means of fixing a purchase price
for the underlying value. The purchase price is then equal to the
exercise price less the option premium, plus costs. If the option is not
exercised, the underlying value will not be delivered and the investor
will keep the profit earned on the option.



6.2.3 Risk

The writer of a put option accepts the risk of having to buy the
underlying value at a price that is substantially higher than the current
market price.

A written put option is always naked. The investor must therefore
have the financial means to pay for the underlying value in the event
that the option is exercised, and hence has to provide the margin
specified by Euronext.

Writers of put options who expect to have to take delivery of the
underlying value because of a fall in its price can avoid doing so by
concluding a closing buy transaction on the derivatives market before
being assigned to take delivery.




Investors who wish to buy or sell an option can place an order with an
introducing broker. Every investor must sign an option agreement before
conducting any transactions. If the introducing broker also manages the
investor’s portfolio, the investor must also sign a portfolio management
agreement.

7.1 Orders

An order must specify the option class, the type of option (put or call),

the expiration month, the exercise price and the number of contracts to be
bought or sold. The order must also indicate whether it is an opening or
closing transaction. Investors can also set a limit on the price at which they
are prepared to buy or sell options.

An introducing broker can require collateral from the investor, in cash or
another form, before accepting any orders. In the case of written options,
the introducing broker has to obtain collateral from the investor.

Euronext cannot guarantee that there will always be a market of sufficient
size in every option series to enable an investor to liquidate an open
position at the price they want. It also cannot guarantee that a favourable
movement in the price of the underlying value will enable the holder of an
option to sell it at a profit. The option premium depends not only on the
expected movement in the price of the underlying value, but also on
factors such as the remaining lifetime of the option and supply and demand
in that particular option series.



7.2 Commission

Introducing brokers charge their clients commission for buy and sell
transactions concluded on the derivatives market. Investors are advised to
ask their introducing broker what amount of commission will be charged in
a particular case and whether or not there are other fees or taxes that
should be taken into account.

7.3 Transaction confirmation

Investors should be aware that the primary evidence of their rights and
obligations consists of an entry in the records kept by their introducing
broker. Members of Euronext are therefore required to provide written
confirmation of each option transaction conducted by them on behalf of
their clients. Investors are advised to check these confirmation reports
carefully and to report any errors or objections immediately.

7.4 Position statements

Members of Euronext must also provide each client on request with a
statement showing the client’s open positions in each option series.
Exemption from this obligation may be granted if the confirmation report
for each new transaction also shows the client’s overall position in that
particular series. Investors can only exercise options or conduct closing
transactions via the introducing broker through which they opened the
relevant option position. They may, however, submit a written request for
their position in the books of their current introducing broker to be
transferred to another Euronext member that is prepared to take over
their position.




7.5 Position limits

Euronext is authorised to set limits on the maximum number of options
that can be held or written by investors acting on their own or jointly
with others. Introducing brokers are required to inform their clients of
the limits in force at the time an order is given. Euronext can decide that
positions which exceed these limits must be liquidated. Purchased call
options belong to the same side of the market as written put options
(buy side) and together may not exceed the relevant limit. Similarly,
purchased put options belong to the same side of the market as written
call options (sell side) and together may not exceed the relevant limit.
The reference book states the position limits applying to members of the
public at the time of publication.

7.6 Collateral

Writers of covered call options must deposit an amount of the underlying
value that is sufficient to cover the potential obligations arising from their
option transactions.

Euronext allows investors to write naked call options. Writers of these
options hope to collect the option premium without having to deliver the
underlying value. They will, of course, have to provide sufficient collateral
(known as margin) if they follow this high-risk strategy, because they have
to be able to deliver the underlying value at the exercise price if the option
is exercised.

Euronext permits the writing of naked call options so long as margin
is provided. The minimum margin requirements are calculated by
Euronext and published each day in the Dutch Daily Official List
(Officiéle Prijscourant).



Written put options are always naked. Writers of put options must
therefore always comply with the margin requirements set by Euronext.
Before conducting any option transactions, investors should be fully aware
of the precise conditions which will be applied by their introducing broker
when calculating the margin to be provided. This margin may be higher
than the minimum margin required by Euronext.

7.7 Segregation of assets

Introducing brokers that are established in the Netherlands but are not
registered as credit institutions with the Dutch central bank are not
permitted to hold positions and funds on behalf of clients, with the
exception of certain professional investors. In such cases, the position
resulting from an option transaction is transferred as quickly as possible to
an introducing broker or clearing member which is authorised to trade on
the derivatives market and which is also registered with the Dutch central
bank. Investors must conclude a special agreement (referred to as a
tripartite agreement) when entering into a relationship with their
introducing broker.




8.1 Exercising options

Investors who wish to exercise an option must inform their introducing
broker. The deadline for doing so is specified in the option agreement that
every investor concludes with their introducing broker. In the case of cash
settlement, no underlying value is delivered. Instead the contract is settled
in cash on the basis of the difference between the exercise price and the
settlement price.

The investor’s exercise instruction is then passed on to the options
clearing division. Exercise instructions are irrevocable. Once the options
clearing division has received these instructions, holders of exercised call
options must pay their introducing broker the exercise price (multiplied by
the contract size) for the underlying value. Investors who exercise put
options have to deliver the underlying value, in return for which they
receive the exercise price.

8.2 Exercise limits

Under its rules, Euronext is authorised to set limits on the number of
options that may be exercised by an individual option holder within a
specified timeframe. Before conducting any option transactions, investors
should ask their introducing broker for details of the limits that will apply
to them. Put and call options are considered separate classes and are

not added together when checking these limits. The reference book lists
the exercise limits applying to members of the public at the time of
publication.



8.3 Assignment procedure

When options are exercised, a writer is selected at random to deliver

the underlying value (call option with physical delivery), buy the underlying
value (put option with physical delivery), or arrange cash settlement
(cash-settlement contract).

Introducing brokers inform writers of options as quickly as possible of
the fact that they have been assigned to sell the underlying value

(call option with physical delivery), buy the underlying value (put option
with physical delivery) or arrange cash settlement (cash-settlement
contract).

8.4 Delivery of and payment for the underlying value

The underlying value must be delivered to a financial institution/custodian
nominated by the options clearing division. Payment must be made to a
bank specified by the options clearing division.

Shares that are delivered as a result of an equity option being exercised and
which were listed cum-dividend on the day the option was exercised must
be delivered cum-dividend. Shares that were listed ex-dividend on the day
the option was exercised must be delivered ex-dividend.

The options clearing division reserves the right to decide in specific
situations that exercised options are to be settled in cash and not by
means of physical delivery. Settlement then takes place on the basis of

a settlement price calculated by the options clearing division. While the
situation lasts, investors who have exercised options or have been assigned
lose the right to insist on the delivery of the underlying value.




8.5 Commission on delivery

When the underlying value is delivered as a result of exercising and
assignment, introducing brokers charge the standard market commission
for the underlying value.

Investors are advised to ask their introducing broker how much
commission will be charged in a particular case and whether there are
any other fees or taxes that have to be taken into account.



9.1 How do futures work?

Investors can buy and sell futures that are traded on the derivatives market
by placing an order with an introducing broker. Buying a future is known

as an opening buy transaction. This creates a long position, which is also
called a buy position. An investor with a long position has agreed to
purchase the underlying value at a fixed date in the future. In this context,
investors should note that all the financial futures that are currently listed
are cash-settlement contracts.

In this memorandum, holders of long positions are referred to as buyers.
In principle, buyers make a profit when their futures rise in price and lose
money when their futures fall in price. Buyers can liquidate long positions
by selling their futures. Such transactions are referred to as a closing sell.

Investors that sell a futures contract conduct an opening sell transaction.
Investors can sell futures without first buying them. An opening sell creates
a short position, which means that the investor has agreed to sell the
underlying value at a fixed date in the future.

In this memorandum, holders of short positions are referred to as sellers.
Sellers make a profit when their futures fall in price,and lose money when
their futures rise in price. Sellers can liquidate short positions by buying
futures. Such transactions are referred to as a closing buy.

The price of a futures contract is not always the same as the market price
of the underlying value. In addition to the market price, other factors,
including market sentiment, interest rates and dividends or coupons
distributed on the underlying value, affect the price of a futures contract.
As a result, the price of a futures contract does not always move in
proportion to rises and falls in the market price of the underlying value.




When trading futures, the investment needed to open a position is only
the initial margin required by Euronext. This margin serves as collateral
to ensure that the obligations attached to the futures contract will be
met. The margin, which is the same for buyers and sellers, is paid back
if the position is closed. Euronext sets minimum margin requirements,
but introducing brokers are free to set higher margin requirements.
Euronext is at all times authorised to increase the minimum margin
requirements.

Profits and losses are calculated every day and settled immediately in

cash on the basis of the closing price of the relevant futures contract.

The investor must immediately make up any losses by depositing additional
margin, known as variation margin. Profits and losses are settled daily,

as the profit or loss of just one day may exceed the amount of initial
margin deposited. It is also important for investors to ensure that they
have sufficient funds to pay for variation margin. Investors should not trade
in futures unless they are capable of withstanding a substantial financial
loss.

9.2 Example

On the third Wednesday in November the level of the AEX index is 465.
An investor expects the level of the index to rise and buys two FTI
November contracts. These are futures on the AEX index that expire on
the third Friday of November. Each FTI contract represents the level of the
index multiplied by 200. Every one-point change in the level of the index
leads to a profit or loss of € 200 per contract.

If the initial margin required for an FTI contract is € 9,720, an investor
who holds two contracts must provide the following initial margin:

2 x € 9,720 = €19,440



In this case, the value of the investment, in which the index represents
a share portfolio, is as follows:

2 contracts x 200 x € | x 465 = € 186,000

To invest in the share portfolio represented by the index and thus obtain
the same profit potential, the investor would have had to pay € 186,000
instead of € 19,440. The prospect of a high return on a relatively small
investment is known as leverage.

The investor’s initial investment and its development are explained below.

Wednesday

The AEX index stands at 465 points. The investor buys two FTI November
contracts priced at 466. The price of the future is not the same as the level
of the AEX index.

During the day, prices rise. At the end of the day, the AEX index has risen
to 467 points, and the closing price of the November FTI contract is
467.50. Profits and losses are immediately settled in cash. At the end of the
first day, the price at which the position was opened is compared with the
closing price of the futures contract to determine the investor’s profit.

|5 points price gain x 2 contracts x € 200 per point = € 600

Thursday

On Thursday the AEX index rises by 4 points and closes at 47| points.
However, the price of the November FTI contract does not always follow
the index precisely. Today, the FTI contract rises 3 points, not 4,and closes
at 470.50.When this closing price is compared with the previous day’s,
the price gain is as follows:

470.50 — 467.50 = 3 points




The investor’s profit is as follows:
3 points price gain x 2 contracts x € 200 per point = € 1,200

Friday

This is the third Friday in November and the last day of trading in the
November FTI contract. Instead of selling his futures, the investor decides
to have his open futures position settled via Euronext. This is only possible
after the close of the last day of trading and is done at the settlement price.
The settlement price is fixed by Euronext’s derivatives market, and in the
case of the FTI contract is based on the level of the AEX index calculated at
fixed intervals on the last day of trading. The settlement price on this
particular Friday is 469. Given the closing price on Thursday, the investor
has lost |.5 points (470.50 — 469). On other days, he would have to make
the following additional margin deposit (variation margin):

|5 points price loss x 2 contracts x € 200 per point = € 600

However, because the position has been settled, the margin can be
released.

The final profit is the aggregate of the results from Wednesday, Thursday
and Friday:

Profit = € 600 + € 1,200 — € 600 = € 1,200
In other words, because the price at the time of the opening buy
transaction was 466 but the settlement price is 469, on balance the

investor has made the following profit:

3 points x 2 contracts x € 200 =€ 1,200



9.3 Options clearing

There is no direct relationship between the buyer and the seller of a
futures contract. The only legal relationship the investor enters into by
means of an opening buy or sell transaction in futures is with the
introducing broker that holds their open position in futures. In turn, the
introducing broker has a legal relationship with its clearing member.
Clearing members are members of Euronext which are responsible for,
among other things, the settlement and administration of futures contracts.

There are a number of clearing members, all of which have a legal
relationship with the options clearing division. This structure means that
open futures positions only result in obligations on the part of the options
clearing division towards clearing members. Clearing members hold futures
positions in their own name but for the account and risk of introducing
brokers. Neither the options clearing division nor the clearing members
can guarantee the solvency of the introducing broker that acts on the
investor’s behalf.

9.4 Segregation of assets

Introducing brokers that are established in the Netherlands but which are
not registered as credit institutions with the Dutch central bank are not
permitted to hold positions and funds on behalf of clients, with the
exception of certain professional investors. In such cases, the position
resulting from a futures transaction must be transferred as quickly as
possible to an introducing broker or clearing member which is authorised
to trade on the derivatives market and which is also registered with the
Dutch central bank. Investors must conclude a special agreement (referred
to as a tripartite agreement) when entering into a relationship with their
introducing broker.




10.1 Standardisation

The futures that are traded on the derivatives market meet certain
standard conditions. The underlying value, contract size, trading currency,
last day of trading and delivery or settlement conditions are standardised.
The price of the futures contract is the only variable element, and can be
negotiated on the floor of the exchange.

10.2 Underlying value and contract size

The financial instruments on which futures are based, such as share indices
and currencies, are known as underlying values and are selected by
Euronext. When selecting new futures contracts, Euronext gives
preference to underlying values that are widely held and actively traded.
The contract size is the quantity of the underlying value that corresponds
to one futures contract.

In exceptional circumstances, Euronext may decide to remove a futures
contract from listing. In the event of a capital restructuring, share split,
rights issue or bonus issue, or in other exceptional circumstances affecting
the underlying value of the futures contract, the underlying value may be
adjusted. The contract size of a futures contract and the number of futures
that an investor holds may also be changed. Other events, such as a public
bid for a listed company, a merger or a liquidation, may also result in the
adjustment of the underlying value. As a rule, no adjustment is made when
cash dividends and dividends with a stock option are distributed.



10.3 Last day of trading

The last day of trading in a futures contract is the last day on which it is
possible to trade in an expiring contract. Both opening and closing
transactions can be concluded up to the time that a futures contract
expires. In very exceptional cases, however, Euronext can prohibit opening
transactions in certain futures.

10.4 Settlement

In the case of cash-settlement contracts, all futures positions that are still
open at the end of the last day of trading are settled in cash on the basis of
the settlement price calculated by Euronext. Buyers and sellers of futures
who wish to avoid cash settlement have to close their positions by the last
day of trading.




11.1 Making a profit

Buyers and sellers of futures expect a change in the price of the underlying
value. Buyers of futures hope for a rise in the price, while sellers hope

for a fall. Investors who accurately predict price movements can therefore
make a profit.

The margin that has to be provided is much less than the amount to which
the futures contract relates. As a result, it is possible to earn — or lose —

a relatively large amount of money with a limited amount of starting capital.
This is known as leverage. Leverage works in both directions, which means
that an investor can not only earn a proportionately much larger profit
with futures, but can also suffer a proportionately much greater loss than

if the same amount of capital had been invested directly in the underlying
value. In theory, the price of a future can rise or fall by an unlimited
amount,and so the risk run by investors in futures is, in theory,

unlimited.

11.2 Protection against changes in value

Futures also allow investors to protect themselves against unwanted
changes in the price of financial instruments. This is known as hedging.

A hedge transaction ensures that the investor is immune to unwanted
changes in the price of the underlying value. There are two types of hedge
transactions: long hedge and short hedge.



If an investor plans to buy certain financial instruments at some time in the
future, he or she can buy futures now as protection against future increases
in the price of the underlying value. The investor’s aim is to ensure that all
or part of any increase in the price of the financial instrument can be offset
by a profit on the futures that have been purchased. This transaction is a
long hedge.

Conversely, investors who already own certain financial instruments can
protect themselves against a fall in prices by selling futures. Here the aim is
to ensure that all or part of any decline in the value of the financial
instruments can be offset by a profit on the futures that have been sold.
This transaction is a short hedge.

In a long hedge transaction, the investor hopes that any losses on the
futures will be offset by a change in the price of the underlying value that
is held or will be purchased. In a short hedge transaction, the investor
expects that a change in the price of the futures will offset any loss on the
underlying value. However, a hedge position is not free of risk. With a long
hedge, for example, any loss on the futures is immediately settled in cash,
while any profit resulting from a change in the price of the underlying value
cannot be collected until the underlying value is sold. This means that
even with hedge transactions investors must be in a position to withstand
losses on their futures positions. Furthermore, the price of futures
contracts does not change in line with the price of the underlying value.




12.1 Placing an order

Investors can buy or sell futures that are traded on the derivatives
market by placing an order with an introducing broker. In some
circumstances, other parties are also authorised to act as intermediaries.
The right to execute orders is, however, restricted to introducing
brokers. Investors should contact Euronext if they are not certain
whether or not they are dealing with an official introducing broker that
is a member of Euronext.

12.2 Orders

An order must specify the name of the relevant futures contract,
the contract month and the number of futures to be bought or sold.
The order must also indicate whether it is an opening or closing
transaction. Investors can also set a limit on the price at which they
are prepared to buy or sell futures. When a limit has been set on the
price, the order is called a limit order. Whether or not a limit order
can be filled is dependent on market conditions.



12.3 Collateral

Euronext can not guarantee that there will always be a market of sufficient
size to enable investors to liquidate their open positions in futures.

Introducing brokers always require that their clients provide collateral,

in cash or another form, before accepting buy and sell orders for futures
from them. The margins required by Euronext must be deposited and
maintained with the introducing broker for as long as the open position
exists, regardless of any interim profits or losses made by the investor.

If an investor fails to provide initial margin or variable margin on time,
the introducing broker has the right to close one or more open contracts
for the investor’s account and risk.

Investors who wish to conclude futures transactions should be fully
aware of the precise conditions which will be applied by their introducing
broker when calculating the minimum margin to be provided. This margin
may be higher than the minimum margin required by Euronext.

12.4 Commission

Introducing brokers charge their clients commission for the futures that
they buy and sell on the derivatives market. Euronext does not stipulate
the fees that are charged by introducing brokers. Investors are advised to
ask their introducing brokers what amount of commission will be charged
in a particular case and whether or not there are other fees or taxes that
should be taken into account.




12.5 Transaction confirmation

Investors should be aware that the primary evidence of their rights and
obligations consists of an entry in the records of their introducing broker.
Members of Euronext are therefore required to provide written
confirmation of each futures transaction conducted by them on behalf of
their clients. Investors are advised to check these confirmation reports
carefully and to report any errors or objections immediately.

12.6 Position statements

Members of Euronext must also provide each client on request with a
statement showing all of the investor’s open positions.

Investors can only request cash settlement or conduct closing transactions
via the introducing broker through which they opened the relevant futures
position. They may, however, submit a written request for their position

in the books of their current introducing broker to be transferred to
another introducing broker.

12.7 Position and reporting limits

Euronext is authorised to set limits on the maximum number of futures
that can be held by investors acting on their own or jointly with others.
Euronext can adjust these limits at any time. Introducing brokers

are required to inform their clients of the limits that are in force.
Euronext can decide that positions which exceed these limits must

be liquidated.



Introducing brokers are also required to report open positions that
exceed a certain level to Euronext. In exceptional circumstances,
Euronext can also require that the introducing broker concerned closes
the open position or reduces it to the level demanded by Euronext.

12.8 Insight into transaction data

Euronext monitors compliance with its rules and regulations and has the
authority to examine all information relating to orders and transactions.
This information may include the identity of the investors involved in
orders and transactions. In extraordinary circumstances, this type

of information may be made available to the police and the authorities,
for instance in the case of suspected fraud or insider trading.

Euronext has concluded agreements with a number of other exchanges.
This means that it can pass on information to other foreign or domestic
exchanges or institutions if this is necessary or desirable in connection
with the detection and prevention of violations of its rules or improper
activities.




Under its rules and regulations, Euronext can restrict trading in one or
more products,impose special conditions, or suspend or cease trading in
those products. Euronext can also decide to delete transactions.

This only happens in exceptional circumstances when Euronext decides
that these measures are necessary to maintain a fair and orderly market.

European-style options cannot be exercised before the expiration date.

If any special measures, as described above, have been introduced, holders
of in-the-money options may not be able to realise their profit when they
wish. The reference book states which options are European-style options.

In theory, trading in all types of options and futures may cease or be
suspended if trading on the market where the underlying value is listed is
disrupted. Trading in index products will usually cease if trading in the
underlying securities which make up the index is stopped or disrupted to
any extent, or if Euronext no longer has complete and uninterrupted
access to calculations of the level of the index.

Although highly unlikely, the derivatives market could be affected by a
telephone or communications failure or by a malfunction in its computer
systems. This could disrupt the market, causing investors and members to
sustain losses.



Euronext and its associated companies accept no responsibility for any
losses suffered by investors as a result of the circumstances described
above or for any other reason.

Euronext’s supervision of trading on the exchange floor does not
guarantee that irregularities cannot occur. Euronext accepts no
responsibility for any losses suffered as a result of such irregularities.

In accordance with European guidelines, the supervision of Euronext
members that are active abroad or are not based in the Netherlands is
partly the responsibility of the relevant foreign regulators.
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-om International co-operation

Euronext can enter into alliances with foreign exchanges to expand the
opportunities for trading in options and futures. Transactions concluded on
a foreign exchange are governed by the provisions and regulations of that

exchange.



Investors who believe that their interests have been adversely affected
by the actions or negligence of their introducing broker can submit

a written complaint to the Dutch Securities Institute Complaints
Committee.

Before a complaint can be handled by the DSI Complaints Committee,
investors must first submit the complaint to their introducing broker.

If they fail to reach an agreement at this stage, this must be confirmed in

a written notice from one of the parties to the other. The complaint must
not have been brought before another authority or have been the subject
of a verdict by another authority.

In certain circumstances, the DSI Complaints Committee may refuse to
consider a complaint. This may occur when:
the interests involved are not of sufficient significance;
more than one year has passed since the complaint was submitted to
the member;
the events relating to the complaint occurred an unreasonably long
time ago.

The DSI Complaints Committee is independent and its members are in
no way connected with Euronext or any of its members.

The recommendations of the DSI Complaints Committee are binding.

The secretariat of the DSI Complaints Committee can be contacted at
P.O.Box 3861, 1001 AR Amsterdam,The Netherlands.




If an introducing broker has acted in a way that has damaged the interests
of investors and has failed to compensate them for their losses, the
investors concerned can submit a request for financial compensation to
the Compensation Fund for Investors (Stichting Schadefonds Beleggers).

The fund’s board decides whether or not compensation will be granted,
and how much compensation should be paid out. The Compensation Fund
for Investors does not provide any right to compensation or guarantee
that compensation will be provided.



This publication is solely intended as information for investors and others who are interested
in the securities that are traded on the exchanges operated by Euronext. No section or clause
of this brochure may be regarded as creating any right or obligation. Rights and obligations in
respect of the securities that are traded on the exchanges operated by Euronext shall depend
solely on the rules of Euronext N.V. Although this information has been compiled with great
care, neither Euronext nor the exchanges and companies which are operated by Euronext
shall accept any responsibility for errors, omissions or other inaccuracies in this information
or for the consequences thereof. Euronext holds all intellectual and other property rights
rergarding this information. Publication and reproduction for educative and non-commercial
purposes is permitted provided that the source is acknowledged.

© Euronext Amsterdam N.V.
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1.

Euronext LIFFE Disclosure

Rules of Liffe and our capacity: All contracts in the terms of an Exchange Contract made on LIFFE shall be
subject to the Rules of LIFFE as from time in force. As a member of LIFFE, our affiliate, which shall act as executing
broker, contracts only as a principal in respect of contracts in the terms of an Exchange Contract. In the event of a
conflict between the Rules of LIFFE and the terms of this Agreement, the Rules of LIFFE as from time to time in
force, shall prevail

LIFFE Risk Disclosure for Financial Futures: Pursuant to General Notice Number 1376, issued 18 March 1999
with an effective date of 12 April 1999, LIFFE requires that we provide you with certain information in connection
with your trading of equity futures and options through LIFFE CONNECT, as follows:

Client Issues

1. Exclusion of liability as set forth in section 6 below, unless otherwise expressly provided for, the Exchange shall not be liable to
any member or client for loss or damage caused as a result of such curtailment of trading opportunities.

2. Client Orders Prior to the commencement of trading, clients must undertake to understand the characteristics of order types
recognised in LIFFE CONNECT™ and be aware that the Exchange has a number of powers which, if exercised, may impact upon
the ability of a member to submit an order on behalf of a client or which may lead to the cancellation of an order after
submission to the LIFFE CONNECT™ trading Host prior to execution. In particular, in addition to the powers already available to
the Exchange (including those in relation to investor protection and proper markets), clients should be aware that, in respect of
LIFFE CONNECT™

For Futures:

1. the Exchange has the power to suspend a member’s access, or access via a particular ITM or ITMs, following a single
warning, and to terminate a member’s access under certain conditions;

2. the Exchange will cancel all outstanding orders on the default of a member;
3. orders outside the price limits will be rejected automatically by the Trading Host;

4. all orders (with the exception of GTC orders) will be cancelled automatically at Market close or when the ITM under which
the order was submitted is logged out without being transferred to an alternative ITM

5. all orders (including GTC orders) will be cancelled at close of business on the Last Trading Day of the expiry month to which
they relate; and

6. all orders with the exception of GTC orders will be cancelled automatically if the Trading Host fails.

Matching contracts: In respect of every contract made between us subject to the Rules of LIFFE, we shall have made an
equivalent contract on the floor of the market for execution by open outcry or in the market conducted on the Automated Pit
Trading system, or shall have accepted the allocation of any such contract.

Allocation: In respect of every contract made between us for allocation to another member specified by you:

(a) in the event that such other member accepts the allocation, we shall (without prejudice to any claim we may have for
commission or other payment) upon such acceptance cease to be a party to the contract and shall have no obligation to you
for its performance;

(b) in the event that such other member declines to accept the allocation, we shall be entitled at our option either to confirm
the contract with you or to liquidate it by such sale, purchase, disposal or other transaction or cancellation as we may in our
discretion determine, whether on the market or by private contract or any other feasible method; and any balance resulting
from such liquidation shall be promptly settled between us

Allocation on Delivery or Exercise: IN THE EVENT THAT CUSTOMER’S ACCOUNT BALANCE HAS ZERO EQUITY OR IS IN
DEFICIT AT ANY TIME, OR THE ACCOUNT DOES NOT HAVE A SUFFICIENT ACCOUNT BALANCE TO MEET MARGIN REQUIREMENTS,
1B SHALL HAVE THE RIGHT IN ITS SOLE DISCRETION, BUT NOT THE OBLIGATION, TO LIQUIDATE ALL OR ANY PART OF
CUSTOMER’S POSITIONS (INCLUDING BY THE ENTRY OF OFFSETTING TRANSACTIONS) AT ANY TIME AND IN SUCH MANNER AND
IN ANY MARKET AS IT DEEMS NECESSARY, WITHOUT PRIOR NOTICE OR MARGIN CALL TO THE CUSTOMER, AND CUSTOMER
AGREES TO BE RESPONSIBLE FOR, AND PROMPTLY PAY TO IB, ANY DEFICIENCIES IN CUSTOMER’S ACCOUNT WHICH ARISE
FROM SUCH LIQUIDATION . IB shall also have the right to liquidate all or any part of Customer positions without prior notice to
the Customer in the same manner as provided above. If any dispute arises concerning any Customer Trade, or upon Customer’s
failure to timely discharge its obligations to IB; or upon the Customer’s insolvency or filing of a petition in bankruptcy or for
protection from creditors, or upon the appointment of a receiver, or whenever IB deems it necessary or advisable for IB’s
protection. Any such liquidation shall establish the amount of Customer’s gain or loss. Customer shall reimburse and hold IB
harmless for all actions, omissions, costs, expenses, fees (including attorney’s fees), losses, claims or liabilities associated with
any such transactions undertaken by IB. Customer shall be responsible for all resulting losses on Customer’s positions
notwithstanding IB’s delay in or failure to liquidate any such positions. For “Long Option Only Accounts”, Customer may not
exercise options, and must close-out options by offset. If options which do not settle in cash are not closed-out by Customer prior
to one hour prior to expiration, Interactive Brokers is authorized in its sole discretion to close-out Customer’s option position, or
sell any position into which the option position is converted upon expiration, and credit or debit Customer’s account accordingly.
Customer shall pay Interactive Brokers all fees, costs, and expenses related to such close-out, and shall hold Interactive Brokers
harmless for any actions taken or not taken in connection with such close-outs. Customer acknowledges and agrees that options
contracts may not be exercised. Options positions may only be closed out by offset. Except for cash-settled options, if Customer
has not offset options contract positions at least one (1) hour prior to the time specified by an exchange for final settlement,
Interactive Brokers is authorized to do so, or to otherwise close out the resulting positions, and credit or debit Customer’s account
accordingly. Customer shall pay Interactive Brokers for all costs and expenses related to such close-outs and shall hold Interactive
Brokers harmless for any actions taken, or not taken, in connection therewith.

Margin: Customer shall monitor Customer’s account so that at all times the account shall contain a sufficient Account Balance to
meet the margin requirements set by IB, margin requirements which 1B may modify for any Customer for open and new positions
at any time in IB’s sole discretion. The required margin may exceed the margin required by any exchange or clearing house. IB
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may reject any Customer Order while determining the correct margin status of Customer’s account. Customer shall maintain,
without notice or demand, a sufficient Account Balance at all times so as to continuously meet the margin requirements
established by IB. IB has no obligation to notify Customer of any failure to meet margin requirements in Customer’s account prior
to exercising its rights and remedies under this Agreement. Customer understands that IB will not issue margin calls, and that IB
will not credit Customer’s account to meet intraday margin deficiencies.

The Market - Exclusion of liability (rule 1.4): The Exchange is obliged under the Financial Services Markets Act 2000 to
ensure that business conducted by means of its facilities is conducted in an orderly manner and so as to afford proper protection
to investors. To this end, the Exchange will at all times endeavour to maintain a fair and orderly market as is consistent with the
Exchange’s legal obligations and the object of the market.

The Exchange wishes to draw to your attention of members and clients that, inter alia, business on the market may from time to
time be suspended or restricted or the market may from time to time be closed for a temporary period or for such longer period as
may be determined in accordance with LIFFE’s including, without limitation, as a result of a decision taken under Rule 4.16 or 4.17
on the occurrence of one or more events which require such action to be taken in the interests of inter alia, maintaining a fair and
orderly market. Any such action may result in the inability of one or more members and through such members one or more
clients to enter into contracts in accordance with the Rules on the terms of Exchange Contracts either by means of contracts
entered into on the market floor or through ATS.

Furthermore, a member and thorough the member one or more clients may from time to time be prevented from or hindered in
entering into contracts in the terms of Exchange Contracts, or errors in orders or in contracts in the terms of Exchange Contracts
may arise, as a result of a failure or malfunction of communications, or equipment, or market facilities, or the ATS central
processing systems, or one or more ATS workstations supplied to the member by the Exchange or otherwise used by the member
or software supplied to the member by the Exchange or any other person.

The Exchange wishes to draw the following exclusion of liability to the attention of members and clients. Unless otherwise
expressly provided in LIFFE’s rules or in any other agreement to which the Exchange is party, the Exchange shall not be liable to
any member or client for loss (including any indirect or consequential loss including, without limitation, loss of profit), damage,
injury or delay, whether direct or indirect, arising from any of the circumstances or occurrences referred to in Rule 1.4.2. or from
any act or omission of the Exchange, its officers, employees, agents or representatives under LIFFE’s Rules or pursuant to the
Exchange’s obligations under statute or from any breach of contract by or any negligence howsoever arising of the Exchange, its
officers, employees, agents or representatives.

Arbitration. Any dispute arising from or relating to this agreement, in so far as it relates to contracts made between us subject
to the Rules of LIFFE, and any dispute arising from or relating to any such contract as aforesaid and made hereunder shall, unless
resolved between us, be referred to arbitration under the arbitration rules of LIFFE, or to such other organisation as LIFFE may
direct before either of us resort to the jurisdiction of the courts (other than to obtain an injunction or an order for security for a
claim).

Governing Law. This agreement and all contracts made under this agreement shall be subject to and construed in accordance
with English law.

Jurisdiction: Subject to the arbitration clause [above in this agreement], disputes arising from this agreement or from
contracts made under this agreement shall (for our benefit) be subject to the exclusive jurisdiction of the English courts to which
both parties hereby irrevocably submit, provided that this shall not prevent us bringing an action in the courts of any other
jurisdiction.

- Changes to Agreement: Notwithstanding any previous agreement between us to the contrary, we now agree that a variation

of the terms agreed between us from time to time does not require the written agreement of both of us. This notification shall take
effect 12 days after despatch by us, provided that you do not object within 10 days of receipt.
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I MPORTANT

The MONEP, along with all of France's capital markets, will switch to the euro on 4 January 1999, when
the member states of Economic and Monetary Union adopt a single currency.

Until that date, MONEP contracts will be quoted in French francs (equity options) or in index points with
an index multiplier denominated either in French francs (options and futures on the CAC 40 index) or in
ecu (options and futures on the Dow Jones STOXX&a 50 and Dow Jones Euro STOXX& 50 indices).

All financial transfers pursuant to transactions (premiums and margin to be paid or received following
exercise and assignment not resulting in physical delivery, fees) will be made in French francs.

Beginning on 4 January 1999, the characteristics of MONEP contracts (strike prices on equity options,
trading unit of contracts derived from the CAC 40 and the Dow Jones STOXX4 50 and Dow Jones Euro
STOXXa 50 indices) will be converted and expressed in euro on the basis of the French franc/euro
conversion rate as set by the European Council (for contracts denominated in French francs) and at 1
euro per ecu for contracts denominated in ecu.

Quotations will be made in euro (equity options) or in index points valued in euro (options and futures
on the CAC 40, Dow Jones STOXX& 50, and Dow Jones Euro STOXX & 50 indices).

The same is true for payments between intermediaries.

However, payments between clients and intermediaries who maintain their accounts can be made, at the
client's choice, in French francs or in euro.

This English translation has been prepared by Monep SA for the convenience of English-speaking readers. However, only the
French text has any legal value. Consequently, the translation may not be relied upon to sustain any legal claim, nor should it be
used as the basis of any legal opinion. Monep SA expressly disclaims all liability for any inaccuracy herein.
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P rospectus

The MONEP is a regulated market in derivative financial instruments. It is managed by the market
operator Monep SA, which sets the operating rules.

This Prospectus (Note d'Information) has been prepared by Monep SA and was approved by the stock
market supervisor, the Commission des Opérations de Bourse (COB visa no. 98-430) on 2 June 1998.

Pursuant to COB regulation 97-02, a copy of the Prospectus, together with the technical specifications of
the contracts traded on the MONEP and appended hereto, is given to prospective clients by their broker
before they sign an account agreement or place an order for the first time.

When dealing with a potential client that is not a professional investor, a broker may not accept orders or
funds until seven days after said the client has received this document and has confirmed in writing that
he is familiar with its contents.

Because of the substantial risks involved in using derivative financial instruments, we recommend that
you read this Prospectus carefully.

I MPORTANT

Trading on the MONEP requires a thorough knowledge of that market's mechanisms and products.

Accordingly, before trading the options and futures listed on the MONEP, prospective users must
familiarise themselves with the basic trades and strategies used on the market.

In view of the potential risks, investors are advised to commit only a small portion of their assets on the
futures and options markets.

Options and futures are used to manage securities portfolios by hedging risk. Index options and index
futures protect investors against overall price movements in the market, while equity options cover them
against specific risks related to a particular security.

Options and futures can also be used to carry out highly leveraged speculative operations.

Furthermore, options and futures provide significant opportunities for arbitrage, i.e. profiting from
temporary price differences between options and futures and their underlying instruments.

While options have many advantages, they are also sophisticated instruments entailing a number of risks
and constraints to which prospective users must pay close attention.

In particular, users must be aware that, in contrast with the more conventional direct purchase or sale of
equities, the overall commitment on a option transaction is not necessarily limited to the initial outlay.
This is the case for option writers (sellers), who must deposit collateral (margin) in response to margin
calls, which are calculated each day on their options positions. Failure to respond to these daily margin
calls entails immediate liquidation of positions (see below, pages 16 and 23). Options writers must
therefore anticipate margin calls and make the necessary arrangements to meet them immediately.

An investor in options must be able to assess the risks that his position may entail. If he writes an option
(calls or puts), he may be exposing himself to unlimited financial risk in the event on an unfavorable
price movement in the underlying instrument. He is subject to the buyer's decision if the option is
exercised, and must be able to assess his risk either in order to accept it in full or to limit the amount
involved.
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Index options carry their own risks, which stem from the nature of their underlying instrument. For
example, hedging the risk of loss by taking offsetting positions in the underlying shares is complicated
by the need to construct and maintain a portfolio with a weighted composition identical to that of the
index. Moreover, if a buyer exercises his option, a period of time will elapse before the assigned seller
can be notified by his broker. During this period, the value of the hedging portfolio may decline in
relation to the amount to be paid as a result of the assignment, which is calculated on the basis of the
settlement index on the date of exercise.

Futures contracts make it possible to commit substantial sums of money for a minimum initial outlay
("margin"). Investors should therefore be aware that their financial risk depends on the number of
contracts they hold, not on the margin called by their broker.

Consequently, an investor's potential losses can exceed the initial outlay.

Funds are transferred from the investor to the broker, and vice versa, every day. The losses implied by
adverse movements in futures contracts are measured on a daily basis.

An investor must be able to cover any losses without delay. If he fails to do so, his broker is required to
liquidate his positions immediately.
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Part One: MONEP options and futures

The derivative financial instruments listed on the MONEP include options and futures on equity
securities, equity baskets, and equity indices.

Two factors underpin the negotiability of the options and futures listed on the MONEP:
- Their listing and quotation on a regulated market permits the centralisation of orders.

- Contract characteristics are standardized as follows.

Options

> Exercise style (American or European)

> Contract size (quantity of the underlying asset)
> Strike price

> Expiration date

Futures

> Contract size (quantity of the underlying asset)
> Delivery month

> Delivery modes

Contracts with identical characteristics are fungible.

The presence of a clearing house is another prerequisite for negotiability. Intervening between buyers
and writers, the clearing house breaks the initial contractual link between holder and writer, enabling
each to close out his position without having to seek out his initial counterparty.

Since the contracts listed on the MONEP are negotiable, both the holder and the writer, independently of
each other, can sell (for the holder) or buy (for the writer) on the market the contract that was initially
concluded, thus unwinding their position before the contract's expiration date.

For this reason, orders sent to a broker must indicate whether the investor is opening a new position or
closing all or part of an existing position.

An open position can be closed out only by the broker with whom the opening purchase or sale has been
registered.

MonNEepP opPTIONS

Option contracts eligible for listing on the MONEP include options on individual equity securities as
well as options on equity indices or baskets.

Accordingly, the more active and well-capitalized equity securities on the Paris market are suited to
serve as the underlying interest for options contracts.

The same is true for the major equity and sector-based indices, regardless of whether they are national in
scope or represent price movements in major financial centers.
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Options definitions

An option grants its buyer (holder) the right, but not the obligation, to buy (call) or sell (put) a given
quantity of an underlying asset at a given price (strike price) on or until a pre-established date.

An option that can be exercised at any time during its life is known as an American-style option. An
option that can be exercised only at expiration date is known as a European-style option.

Option contracts on securities give the buyer the right to buy (call) or sell (put) a given number of stocks
or bonds. Index option contracts give their holder the right to collect any profit that may result from the
difference between the value of the day's settlement index (or expiration settlement index) and the
option's strike price.

An option writer is bound by the holder's decision to exercise the contract or not. If the option is
exercised, the writer is notified of the fact by the clearing house, a procedure called "assignment”. If the
holder so demands, the assigned writer must meet the obligations stemming from his contract. The
assigned seller of a put must either buy the securities (equity options) or pay the cash amount equal to
any loss that results if the index value is less than the option strike price (index options). Similarly, the
assigned seller of a call must sell the securities or pay the difference between the index value and the
option strike price. In return for this constraint, the option writer receives a consideration (premium)
from the buyer as soon as the trade is completed.

The premium is the price quoted on the market for each open option series (i.e. calls or puts on the same
underlying asset with the same expiration date and strike price).

The four basic trades

Buying calls. In return for payment of the premium, call options give the holder the right to buy a
specified amount or value of a particular underlying interest at the strike price stipulated in the option
contract. An American-style option can be exercised at any time; a European-style option can be
exercised only at expiration. With equity options, the underlying interest is a quantity of shares. With
index options, the holder makes a profit if the value of the index is higher than the option's strike price.
In both cases, if the value of the underlying instrument rises, the buyer's profit is potentially unlimited. If
the value of the underlying instrument falls, his losses are confined to the premium paid at the time of
purchase.

(See example A)

Writing calls. The writer of a call is in the opposite situation to the holder. He receives the premium
immediately, but is obligated for the duration of the contract either to sell the underlying asset at the
strike price, in the case of equity options, or, in the case of index options, to pay the buyer, if the latter so
wishes, the amount resulting from the difference between the index value and the strike price. Profits are
limited to the premium received at the time of the sale, and losses are potentially unlimited in case of a
rise in the price of the underlying instrument.

(See example B)

Buying puts. In return for payment of the premium, put options give the holder the right to sell the
underlying interest in the quantity (value) and at the strike price stipulated in the option contract. An
American-style option can be exercised at any time; a European-style option can be exercised only at
expiration. With equity options, the underlying interest is a quantity of shares. With index options, the
holder of a put makes a profit if the value of the index is lower than the option's strike price. In both
cases, if the value of the underlying instrument falls, the put-holder's profit increases in the same
proportions. If the value of the underlying instrument rises, his losses are confined to the premium paid
at the time of purchase.

(See example C)

Writing puts. The writer of a put is in the opposite situation to the holder. He receives the premium
immediately, but is obligated for the duration of the contract — if the holder so decides — to buy the
underlying asset at the strike price, or, in the case of index options, to pay the difference between the
strike price and the index value. If the price of the underlying instrument rises, the writer's profit is
limited to the premium. If the price falls, his losses are potentially unlimited.

(See example D)
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The simplest and least risky strategy is to buy options. Option holders run a limited and known risk,
which cannot exceed the premium regardless of movements in the underlying instrument. Moreover,
they can make a potentially unlimited profit (in case of a rise in the underlier for a call, in case of a
decline for a put). But in both cases, their losses cannot exceed the premium paid at the time of purchase.

In contrast, writers of options (calls and puts) run a potentially unlimited financial risk in case of an
adverse movement in the underlying interest, while their profits are limited to the premium received at
the time of the sale.

More complex strategies can be constructed by combining these basic strategies, i.e. by simultaneously
buying and/or selling options of the same class but different characteristics. Such strategies are complex
and should be used only by investors possessing a sound understanding of the basic concepts.

The four basic trades

Example A

The buyer of an American-style call with June expiration on
XYZ Company's stock, with a strike price of FF500 and a ,
premium of FF20, has, until the next-to-last trading day in Gain
June, the right to buy a certain number of XYZ shares
(generally 10) at a unit price of FF500, whatever changes
may have occured in the share price since the acquisitions of

his contract. Premium :[
He makes a profit if the share price rises above FF520 (i.e. the

strike price plus the premium).

Share price

Loss

Example B

Using the data from the previous example, we see that the call
writer's profit amounts to FF20 per share (to be multiplied by
the contract size, i.e. the number of shares per option
contract)

if the price of XYZ Company's stock remains below FF520.
Above that level, he may have to sell XYZ stock at a Share price
detrimental price, and his loss increases as the stock price Premium I

rises.

Gain

Loss

Example C

The holder of an American-style put on the CAC 40 index,
expiring in June, with a strike price of 3,900 and a premium
of FF200, can, by exercising the right conferred by his
contract before the last trading day in June, make a profit if
the index value is less than FF3,700 (the strike price less the
premium paid). If he exercises his right when the settlement
index stands at 3,600, he will receive an amount equal to: T Premium
(3,900 - 3,600) - 200 = FF100 NA

Taking into account the unit of trading (see Contract
Specifications), his total profit expressed in francs will
actually be:

Gain

Share price

Loss

Prospectus ~Mars 1999 7



Example D

In the previous example, the option writer's profit is limited
to FF100 in case of a rise in the index. Taking into account
the unit of trading (see Contract Specifications), his total
profit expressed in francs will actually be FF200 x 50 =
FF10,000. But his risks of a loss are unlimited once the index
level falls below 3,700.

Gain

7N -
\L Premium

Share price
Loss

NOTE: For index options, the strike price and premium — like the level of the index — are expressed in
index points. Each index point is assigned a value in currency units (see Contract Specifications).

Exercising options

Exercising an option cancels the contract registered in the opening position. On the MONEP, the exercise
of an option position has the following effect on the day of exercise:

> Index options: The position is settled by cash payment of the difference, converted into

currency units, between the value of the daily settlement index (or the expiration settlement index)
and the strike price. The daily settlement index is computed daily and the expiration settlement
index is computed on the contract expiration date.

> Equity options: The position is settled by a purchase or sale of the underlying security, at the pre-
arranged price (strike price) on the market in which the security is traded (monthly settlement  or
cash).

Positions taken in an underlying asset following exercise or assignment are settled (by delivery of
securities versus payment of the corresponding funds) according to the rules, and within the time
periods, applicable to the market on which that asset trades.

As regards options on stocks traded for monthly settlement, only those exercise instructions reaching the
broker and registered in clearing accounts two trading days before the account day at the latest are taken
into consideration in the delivery-versus-payment procedures for that monthly account period.

In-the-money options (see Glossary) are automatically exercised upon expiration, unless the holder's
instructions to the contrary are received by the broker and registered in clearing before the close of the
trading session on the expiration day*.

Trades executed on a cash-settlement market give rise to an entry in the client's account, made at the
latest on the day after the trade. This contrasts with monthly-settlement trades, for which delivery-
versus-payment is postponed to the end of the account period and which can be unwound before
account day by taking offsetting positions.

Consequently, before executing a sell order involving options on a cash-settled stock, brokers can
demand that their clients deposit:

- stocks that might be deliverable by a call writer.
- funds to pay for stocks that might have to be bought by a put writer

* Options are exercised automatically only if they are in the money, even by only hundredth of the reference
currency unit (equity options) or for one-hundredth of a point (index options), without taking into account
transaction costs (commissions, broker's fees, etc). Consequently, options that are at the money (i.e. the current
value of the underlier is the same as the option's strike price) are not exercised automatically.
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Some MONEP options apply to cash-settled stocks; others apply to stocks traded by monthly settlement.
Procedures and timing differ between these two sections of the market. Accordingly, clients must find
out from their broker on which section the underlying stocks are traded.

Corporate actions and contract adjustments

Payment of an ordinary dividend does not lead to a modification of the terms of the option contract.
However, contract specifications may be adjusted in the case of exceptional cash distributions of
dividends (exceptional dividends from reserves, distributions in addition to the ordinary dividend,
distributions of paid-in capital in excess of par, etc.). Contract specifications may also be adjusted when a
stock goes ex-rights or when an event occurs that can significantly influence the price of a contract's
underlying interest. Such adjustments are made to ensure that the initial situation of the buyers and
sellers is not modified by changes to the underlying instrument. The adjustment may apply to either the
option strike price alone or the option strike price and the number of securities covered by the contract.

M oNEP FUTURES

The futures contracts listed on the MONEP relate to equity indexes or baskets of equities.

Accordingly, the major equity and sector-based indices, whether domestic or representative of prices on
major markets abroad, are suited to serve as the underlying interest for futures contracts.

Futures definitions

A financial futures contract is a legally binding agreement to buy or sell a specified quantity of financial
assets at a price fixed when the contract is arranged. Delivery of the assets and payment of the
corresponding cash occurs at a pre-established future date.

Consequently, a futures transaction always involves an interval of time between initiation and execution
of the contract.

Not all futures contracts require physical delivery of the underlying asset. Certain contracts are cash-
settled, i.e. the commitment is satisfied by cash payment of the difference between the price at which the
contracts were negotiated and that at which they are closed out.

The procedures for closing out positions in futures contracts listed on the MONEP are stated in the
Contract Specifications appended to this Prospectus.

Basic futures strategies

Futures contracts offer a flexible and efficient means of taking positions ahead of an expected move in the
price of the underlying asset. They can be used for hedging or speculation.

Furthermore, they provide significant opportunities for arbitrage, i.e. profiting from temporary price
differences between markets. Since arbitrage is a complicated process, it is not recommended for
unsophisticated investors.
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1. Hedging
Hedging enables an investor to reduce the risk of loss from a sharp swing in value of an asset.

To place a hedge, the investor takes a futures position that is equal to and opposite the position in the
underlying asset.

Losses on the underlier are offset in full or in part by gains on the future, and vice versa.

Example :

To hedge the risk of a decline in stock prices, on 10 February an investor with an equity portfolio
worth FF200,000 sells an index future in the same amount for delivery at the end of March.

If the index has fallen 10% by the expiration date, the investor's portfolio is worth FF180,000, i.e. a
loss of FF20,000.

By exercising the future, which has also lost 10%, he generates a profit of FF20,000.

Conversely, if the index has risen 10%, the portfolio is worth FF220,000, i.e. a gain of FF20,000.
The exercise of the futures contract, which has also risen 10%, results in a loss of FF20,000.

Index futures are tools for active risk management. They allow investors to protect a diversified
stock portfolio from adverse market trends, known as market risk or systematic risk.

The effectiveness of this protection depends on:

- portfolio structure, i.e. the extent to which it mirrors the composition of the index, both in terms of
component stocks and their weightings;

- basis risk, i.e. the difference between the price of the futures contract and the level of the index,
and how that difference changes over time.

The above example therefore assumes:

- that the portfolio replicates exactly the composition of the index, with the same component stocks
and weightings,

- that the price of the futures contract moves towards the level of the index as the contract's
expiration date approaches (i.e. basis is assumed to be zero at expiration).

2. Speculating

Speculation allows an investor to make a profit on the prospective change in the market value of an asset.
He will take a "bull" position if he expects the asset price to rise and "bear" position if he expects it to fall.
In the case of a futures contract on a stock index, the investor is speculating on the movement of the
market as a whole.

Naturally, the quest for gain entails the risk of loss.

Example :

An investor expects stock prices to fall. He sells a stock index future for March delivery with an
initial value of FF200,000.
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If the market declines by 10%, the investor buys back for FF180,000 the futures contract he sold for
FF200,000, thus making a gain of FF20,000.

However, if the market advances 10%, the investor repurchases for FF180,000 the futures contract
he sold for FF200,000, thus making a loss of FF20,000.

APPENDIX: TAX TREATMENT

For natural persons resident in France, the taxation of gains and losses realized during a tax year on
transactions in futures and options depends mainly on the nature of such transactions and whether such
investors are classified as "occasional”, "regular" or "professional” participants (cf Articles 35-1-8°, 92-
2-5°,120-12° and 150 ter to nonies of France's General Tax Code, or CGlI).

The net gains made on the MONEP, including those resulting from the exercise of options, by persons
with the status of occasional participants are subject, from the first French franc, to taxation at the
regulation capital gains rate. The French tax authorities accept general offsetting of gains and losses from
options and futures transactions against those from the disposal of securities.

In general, regular participants are liable for income tax, computed on the sliding scale applicable to
professional income for the profits made during the calendar year, unless they elect to be taxed under the
rules pertaining to industrial and commercial income (they are then considered professional investors).

Note that the distinction between "occasional” and "regular" participants is made by the tax authorities.
The taxable event occurs when the position is closed out in any of the following ways:

Options:
- Through a closing transaction (i.e. buying back a short position or selling out a long position). The
realized gain or loss is equal to the difference between the premium paid and premium received.

- Through exercise or assignment. The gain (loss) is the difference between the price of the
underlying asset on the exercise date and the strike price minus (plus) the option premium paid
(received).

- Through abandonment at expiration. The realized gain (loss) is equal to the premium received
(paid).

Futures:
- Through a closing transaction (i.e. buying back a short position or selling out a long position).
- Through settlement at maturity.
The realized gain (loss) is equal to margin received less margin paid.

For legal persons, realized gains and losses on MONEP transactions enter into the determination of the
year's taxable income subject to corporation tax. Should they arise, unrealized gains and losses on
MONEP positions open from one financial year to the next are included for the determination of taxable
income (Article 38-6-1 of France's General Tax Code or "CGI"). Separate rules apply to hedges and
offsetting trades (CGI Articles 38-6-2, 38-6-2 bis, and 38-6-3).

Realized gains by non-residents on the French options and futures markets are not taxed in France.
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Part Two: Market organization and procedures

THE INSTITUTIONAL STRUCTURE

Supervision and oversight

Public authorities

e The Ministry of the Economy and Finance, through the Treasury Department, supervises the general
organisation of regulated markets and vouchsafes their official status by means of ministerial orders
(arrétés).

e The Commission des Opérations de Bourse (COB) is primarily responsible for promoting and checking
information given to investors, overseeing the protection of savings, and ensuring the proper operation
of French markets in financial instruments.

Commission des Opérations de Bourse (COB)

Tour Mirabeau, 39-43 quai André Citroen

75015 Paris, France

Tel: (+33 1) 4058 6565

o The Comité des Etablissements de Crédit et Entreprises d'Investissement (CECEI) certifies investment
services providers (credit institutions and investment firms) whose program of operations has been
approved by the Conseil des Marchés Financiers (CMF). In collaboration with the CMF, the CECEI issues
European Passports, under which investment services providers are authorized to operate in all member
states of the European Union.

Comité des Etablissements de Crédit et Entreprises d'Investissement (CECEI)

39 rue Croix-des-Petits-Champs

75001 Paris, France

Tel: (+33 1) 4292 4292

o The Comité de la Réglementation Bancaire et Financiére (CRBF) establishes rules governing the solvency of
investment services providers, with reference to minimum capital requirements, prudential ratios, etc.
Comité de la Réglementation Bancaire et Financiére (CRBF)

39 rue Croix-des-Petits-Champs

75001 Paris, France

Tel: (+33 1) 4292 4292

e The Commission Bancaire is responsible for scrutinizing the financial situation of investment services
providers.

Commission Bancaire

73 rue de Richelieu

75002 Paris, France

Tel: (+33 1) 4292 4292

Professional authorities

As a regulated market, MONEP is supervised by the Conseil des Marchés Financiers.

The CMF is a professional authority with regulatory and disciplinary powers whose members are
appointed by the Ministry of the Economy and Finance. It approves the organization and operating rules
of regulated markets on which financial instruments are traded.

Conseil des Marchés Financiers
31 rue Saint Augustin
75002 Paris, France

Tel. (+33 1) 5535 5535

Prospectus —Mars 1999 12



Market operator

The market operator is Monep SA, a wholly owned subsidiary of SBF-Paris Bourse. It is responsible for
organizing and managing the MONEP and also for overseeing market operations and participants.

Monep SA draws up the organization and operating rules of the MONEP, approves applications for
membership of the market and decides on the admission to listing of new contracts.

It is responsible for:

- managing and monitoring the market

- registering trades

- recording members' positions

- processing exercise instructions and assignment of positions

- calling and monitoring margin deposited with SBF-Paris Bourse
- monitoring positions and risk

- overseeing trading and clearing members
Monep SA
39 rue Cambon
75039 Paris cedex 01, France
Tel. (+33 1) 4927 1800

Clearing house

SBF-Paris Bourse, in its capacity as credit institution, is the MONEP's clearing house. It ensures final
settlement for MONEP clearing members of trades admitted to clearing and registered by Monep SA.

SBF-Paris Bourse

39 rue Cambon

75039 Paris cedex 01, France
tel. (+33 1) 4927 1000

MONEP PARTICIPANTS

MONEP participants include trading members and clearing members.

Trading members

Participants are eligible for trading membership in several capacities:

1. Investment firms and credit institutions who have been authorized to provide investment services, as
defined in the Financial Activities Modernization Act (Law 96-597 of 2 July 1996)!

Investment services providers may operate in either or both of the following capacities:

- As executing brokers of orders from third parties or for their own account. All buy and  sell

orders issued by a client in respect of MONEP contracts are presented on the market by the
client's broker. Executing brokers are responsible vis-a-vis their clients for final ~ execution of
orders.

1 - The "investment services" governed by the Act include the receipt and transmission of orders for third parties,
the execution of orders for third parties, and own-account trading.
Prospectus —-Mars 1999 13



- As market makers, who serve the function of ensuring a continuous liquid market in option
contracts.

Market makers undertake at all times to quote bid and ask prices on all classes of options for
which they are authorized and to act as principal for a minimum number of contracts at those
prices.

2. Natural or legal persons known as own-account traders (négociateurs pour compte propre, "NCP").

NCPs are authorized by the Conseil des Marchés Financiers to trade for their own account on the
MONEP, and may not execute orders for a third party.
The involvement of NCPs in the market helps to ensure a more liquid market in futures contracts.

3. Associate members — members of other exchanges, referred to as Globex associate members "MAG".

"Associate members" are authorized to trade on the MONEP with the approval of their home
exchange and after authorization by the Conseil des Marchés Financiers, pursuant to a cross-trading
agreement linking several exchanges.

Associate members are subject to the rules and regulations of their country and exchange of origin.
When trading on the MONEP, they are required to respect the relevant provisions of the rules
established by Monep SA. Associate members who contravene those rules are answerable to their
home exchange.

4. Members of markets outside France, granted access under reciprocity agreements.

Monep SA may admit the following as MONEP members, within the framework of a reciprocity
agreement:
- Investment services providers who are members of regulated markets recognized by EU
Member States.
- Members of a market of a country that is not an EU Member State, on condition that  such
members have been authorized by the Conseil des Marchés Financiers.

Clearing members
By agreement with Monep SA and SBF-Paris Bourse, investment services providers and legal persons

approved as such may be clearing members of MONEP.

Clearing members record the trades made by trading members and guarantee final settlement vis-a-vis
clients. Clearing members are del credere agents, i.e. as regards the clients whose accounts they hold, they
remain liable for the proper execution of contracts recorded in their name until the expiration date.

The functions of trading and clearing are not mutually exclusive.

OPERATI NG PROCEDURES

Organization of trading

The financial instruments listed on the MONEP are traded solely on the NSC automated system. The
instruments are divided in two groups, each governed by specific rules for quotation and trading.

Prior to placing orders on the MONEP, clients must ask the intermediary who maintains their account to provide
them with the list of options and futures in each quotation group and with the relevant trading rules.
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1. Continuous Group (continuous quotation)

Orders for continuously quoted options and futures are entered into the NSC system throughout the
trading session and matched on a regular basis. They are executed automatically whenever a
counterparty is found.

The trading session takes place according to the timetable mentioned in the Contract Specifications
appended to this Prospectus.

The permanent presence of market makers ensures a liquid options market. Market makers' contractual
obligations are stated in specifications documents established by the market operator.
Own-account traders (NCPs) handle the same function in futures contracts.

Under the operating rules for the Continuous Group, order execution depends on two priorities:
- price: the buy (sell) order showing the highest (lowest) price is executed first;

- time: if two orders carry the same limits, priority is given to the one entered into NSC first.

11. Multi-Fixing Group (quotation by call auction, "fixing")

Options traded in the Multi-Fixing Group are quoted solely on NSC by means of a general matching
procedure known as the fixing procedure.

The quoted price that results from this procedure is the price at which the greatest number of contracts
can be traded.

Two matching periods are held daily at pre-determined times, set by Monep SA and published in a
notice known as an Avis.

In addition, members may request additional matching sessions at any time. In such cases, the market is
informed beforehand.

Unlike option contracts traded in the Continuous Group, the options in the Multi-Fixing Group are not covered by
a market making procedure that guarantees liquidity.

Consequently, users must be aware that, in the absence of sufficient counterparty orders or satisfactory price
conditions, the only way of closing out a position may be to exercise the option (on or before the expiration date) or
to abandon the option upon expiration.

Price fluctuation limits
In principle, there are no limits on the fluctuation of option prices.

Monep SA has implemented a "circuit breaker" mechanism that makes it possible to simultaneously
suspend quotation of options and futures on a given index when the price of the index futures prices
fluctuates beyond a limit set by Monep SA and published in an Avis. Trading in CAC 40 index options
and futures may also be suspended when a significant number of CAC 40 component stocks cannot be
quoted.

In such circumstances, Monep SA can, if necessary, call for additional margin from clearing members in
the course of the session. The call for additional margin may be passed along by intermediaries to the
clients for whom they maintain accounts.

The rules for activation of the circuit-breaker appear in the contract specifications appended to this
Prospectus.
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Effects of trading halts

In the event of a trading halt involving an underlying security, Monep SA may decide to suspend trading
in the corresponding class of options, depending on the reasons for the trading halt in question.

Unavailability of information concerning the price of the underlying stock automatically releases the
market makers from their obligations.

If trading is suspended, the holders' right to exercise their options is not affected. Hence option writers
remain subject to their commitments to the buyers.

M ARKET SAFEGUARDS

Guarantee of final performance

Positions taken in the options and futures admitted to clearing on the MONEP are covered by a
guarantee of final performance provided by all clearing members vis-a-vis the clients for whom they
maintain accounts (Article 48 of the Financial Activities Modernization Act of 2 July 1996) and by SBF-
Paris Bourse in its capacity as clearing house vis-a-vis clearing members (Article 2.1.5 of the MONEP
organization and operating rules).

The guarantee of final performance covers:

- For options:
* payment of premiums resulting from trades and payment of cash amounts resulting from
exercise and assignment
* payment of cash and delivery of securities resulting from the closing of positions in
underlying securities, pursuant to exercise and assignment

- For futures:
* payment of margin and, in the case of deliverable contracts, delivery of securities against
payment.

If a clearing member is in default, Monep SA, at the request of SBF-Paris Bourse, is required immediately
to liquidate the said member's proprietary positions.

Client positions recorded in the accounts of the defaulting member, together with the related margin held
by that member, can be transferred to another clearing member, at the request of the client, on condition
that the said client has fulfilled its own obligations.

Clients that fail to fulfil these obligations after they have been ordered to do so will have their positions
liquidated.

By exception, SBF-Paris Bourse can also extend, individually and indirectly, the guarantee of final
performance to one or more clients at the request of the clearing member who maintains their accounts

In such a case the client's margin deposits are transferred to SBF-Paris Bourse, which can then transfer
them to another clearing member in the event of the default of a clearing member who keeps client
accounts.

The client should ask its clearing member to explain the conditions under which the clearing member
may request SBF-Paris Bourse to extend the clearing house guarantee to the client.

When approached with the case, SBF-Paris Bourse informs the clearing member of approval or rejection
of the request. The clearing member informs the client and, in the case of approval, sends the client a
copy of the approval notice received from SBF-Paris Bourse.
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By exception, the guarantee of final settlement also concerns clients that have a direct and valid
agreement with a clearing member and that have been duly identified by the clearing member to the
clearing house for certain CAC 40 futures maturities. For transactions in such maturities, SBF-Paris
Bourse agrees to transfer the client positions and the related available margin amounts up to the
minimum required margin amount, provided that the clients have performed their own obligations. SBF-
Paris Bourse will, where necessary, reconstitute the margin to be paid to clients.

In all cases, the client must have been expressly notified by the intermediary with whom he opened his
account (investment service provider or any other legal person authorized as a clearer) whether he is
entitled to the SBF-Paris Bourse guarantee of final performance in the event of the intermediary's default.

Margining

Depositing margin

As clearing house for the MONEP, SBF-Paris Bourse calls for margin from clearing members to cover
their commitments.

Such deposits are calculated on positions recorded in each category of clearing account (house, client,
non-clearer intermediary and, where applicable, market maker) opened in clearing members' names. The
amount is subject to a daily adjustment, which is communicated to clearing members. The corresponding
payments must be made before the opening of the day's trading session.

To ensure a safe market, any client trading in MONEP contracts must deposit margin with the broker
who maintains the account. The margin level must be at least equal to that calculated under the
applicable rules by Monep SA.

Margin on options

Clearing and non-clearing intermediaries who maintain accounts must require their clients to hold, at all
times, sufficient collateral to buy back their short positions on the assumption of the most adverse price
movement in the underlying assets during the following trading session.

The collateral required represents the theoretical cost of liquidating the client's options portfolio (or
liquidating value). Options purchased are valued as assets (i.e. the position has a positive liquidating
value) while options sold are counted as liabilities (i.e. a negative liquidating value).

Monep SA determines the values of positions in each series on the basis of a pre-set range of changes in
the underlying asset price (price movements against which the clearing house has decided to cover
itself). For each class, it adopts the most negative or the least positive liquidating value.

When the algebraic sum of the liquidating value for each class of options in the client portfolio is
negative, the liquidating value of the portfolio shows an overall debit balance. This debit balance
represents the required margin. When the balance is positive, the liquidating value of the portfolio is in
credit, and no margin is required.

The margin requirement is adjusted on a daily basis.

If a daily requirement is lower than the previous day's, the previous margin is adjusted downwards; if it
is higher, then the client must deposit additional margin with his broker. If the client fails to respond to a
margin call before the close of the following trading session, his broker must immediately liquidate his
position.

Since option buyers pay their premiums immediately, they are not exposed to risk with regard to the
contracts they hold. Hence, holders of long positions in options (calls or puts) are not subject to margin
calls.

Margin on futures

The initial margin required for trading in CAC 40 futures, which represents a fraction of the face value of
the contract, is determined by Monep SA. Clients that are not regular participants (see above) must
deposit initial margin before placing an order.
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Regular and professional participants must make their deposits at the latest before the opening of the
day's trading session on the day after the trade.

Initial margin is adjusted daily to reflect changes in the client's commitments. If the client increases his
positions, the broker issues a demand for additional funds (known as a margin call); if he scales back his
positions, the broker will refund all or part of the margin deposit.

The collateral deposited by clients with their brokers must be capable of being readily converted to cash
and must therefore benefit from a highly liquid market.Margin collateral may include cash, debt
securities and equity securities such as French Treasury Bonds, OATSs, Bunds, US Treasury Bills, mutual
funds, and securities underlying options or included in indices on which options and futures are based
(see Contract Specifications).

The full list of eligible assets is established by SBF-Paris Bourse and published in an Avis.

Assets accepted as margin (other than cash in French francs) are valued daily at market value or, in the
case of debt securities, at nominal value, adjusted where appropriate by a discount percentage ("haircut")
corresponding to the estimated price risk on those assets.

Pursuant to Article 49 of the Financial Activities Modernization Act, margin deposited by clients with
members of a clearing house, regardless of the nature of such deposits, is made over immediately to the
clearing member in order to enable him to settle any debit balance that may arise from the mandatory
liquidation of positions and to pay off any monies owing to that member.

Variation margin

Positions remaining open in futures contracts are valued daily ("marked to market") on the basis of the
daily settlement price, calculated by Monep SA at the end of each trading session on the basis of market
prices.

In the event of a difference between two daily valuations, a margin call is issued. This is equal to the
difference (a) between the price at which the contract was initially traded and the daily settlement price
on the day the position was taken, or (b) between the previous day's daily settlement price and the
current daily settlement price throughout the life of the contract.

If the difference is positive (credit margin), the client's account is credited with the gain. If the difference
is negative (debit margin), the broker makes a margin call and the client must cover the shortfall before
the opening of the next session.

Positions closed out during the trading session give rise to receipt or payment of the gain or loss

resulting from the difference between the trade's closing price on the one hand and either the original
traded price or the previous day's settlement price.

Example

- On 4 January, a client buys a CAC 40 future at FF200,000 (payment of margin deposit:
FF10,000)

- On 5 January, when the contract is priced at FF190,000; the client receives a margin call for
FF10,000 beyond the margin already deposited.

- On 6 January, when the contract is priced at FF205,000; the client's margin accountis  credited
for FF15,000. The margin deposit is retained by the broker.
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Part Three: Relations between client and intermediary

Before trading on the MONEP, investors are urged to obtain information about the mechanisms and
rules pertaining to that market, and also about strategies for using options and futures. Furthermore,
they are advised to engage the services of a specialized broker (an investment firm or credit institution)
to advise them.

OPENING AN ACCOUNT

When a client opens an account with a broker, he enters into a written agreement.

There are two types of accounts that can be opened in a client's name with a broker: an execution account
and a discretionary account.

Execution account: The client initiates and takes full responsibility for market operations (placing
orders, checking and monitoring operations, etc), while the broker is involved only as an account-holder.

In the case of an execution account, the agreement between the broker and his client must cover, as a
minimum, the method of order transmission, conditions for calling and depositing margin, procedures
for informing the client about transactions made on his behalf or concerning the account situation, the
frequency at which such information is to be provided, the broker's fees, and the procedures for
terminating the agreement.

Clients that personally manage their own portfolios are permitted to engage the services of an
investment services provider (investment firm or credit institution) or an agent appointed by a provider
and operating on an exclusive basis on behalf of and under the responsibility of that provider.

This investment services provider or agent may not, under any circumstances, initiate orders on behalf of
the client, who alone is responsible for his transactions.

Discretionary account: Persons who do not wish to manage their accounts themselves may use the
services of an authorized agent. This agent may be either a COB-approved portfolio management
company or an investment firm or credit institution duly authorized by the COB. When a client opens a
discretionary account, he enters into a written agreement giving the authorized agent the right to initiate
transactions on his behalf.

If the aforementioned agreement authorizes the use of derivative financial instruments, the principal's
express permission must be sought before positions can be taken in such instruments. In this respect, the
principal must specify the type of transactions authorized (hedging and/or speculation) together with
the associated procedures, the markets and derivative financial instruments on which transactions can be
made, and also the exposure limits, in particular the maximum permitted loss or the maximum portion
of the portfolio than can be committed on these markets and/or products.

The discretionary account agreement must include the notation "all other transactions not enumerated
are prohibited".
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The discretionary agreement, must include at least the following information:

- The business name and address of the broker with whom the discretionary account has been
opened.
- The investment objectives.

- The procedures for informing the client of his commitments and results, and the frequency at
which such information is to be provided.

Informational requirements include the transmission, at least once per month, of the following:

- A statement showing the value of each position and the overall portfolio.

- A management report detailing the policy applied over the period in question, any changes
in management strategy, open interest, the results of completed trades, and the balance on the
margin account.

- An assessment of position risk.

- The remuneration for the discretionary service, which can be linked to results, but not the number of
transactions.

- Transaction fees.

- The duration of the contract, as well as procedures regarding extension

- The terms for canceling the contract (note that the agreement can be cancelled atany  time by either

party).
When requested, an agent must inform his principal immediately of the account balance.

Provision must also be made for the agent to inform his principal immediately in the event that the
trades transacted by the agent result in a level of actual or potential cumulative loss specified in the
agreement.

PLACING ORDERS

Method of transmission

Orders may be sent to brokers in various ways, unless otherwise specified in the account agreement:
- By letter, telegram, fax or telex.

- By the Minitel teletex service, the internet, or electronic routing (for those establishments
offering this service).

- By telephone, the broker having the option of demanding written confirmation.
To avoid disputes over order execution, we recommend using instantaneous transmission media that can

date-stamp messages (telex, fax, etc.) or sending written confirmation of telephone orders, noting all of
the details of the orders placed.

Prospectus —Mars 1999 20



Instructions and details on orders

Even though order instructions are transmitted in an informal manner, a number of details must
nevertheless be clearly specified.

General specifications

These include:
- the nature of the operation (buy/sell and, for options, opening/closing transaction),
- identification of the contract .
For options, identification of the class and the series covered by the order as well as the number of
contracts to be traded.
Note that the series must be identified by type (call or put), strike price and expiration date.
For futures, identification of the contract and its maturity as well as the number of contracts to be traded.

Example A:
"Buy 10 Lafarge December 1998 calls, strike price 600 as an opening transaction".

“Buy 10 CAC 40 futures for December 1998 delivery”
Order duration
Orders may show one of the following specifications:

- Day orders (validité jour) may be executed during the trading session of the day on which they are
transmitted. Failing execution, they are automatically cancelled at the close of the session.

- Fixed term orders (& date déterminée) may be executed at any time until the trading session on the date
set by the client (e.g. good for two days, good for the week). Failing execution, they are automatically
cancelled.

- Good Till Cancelled orders ("a révocation"), for options, trades are settled, or at the close on the last
trading session of the month. In this case, they may be renewed. Clients can change or cancel a GTC
order at any time before the above dates.

GTC orders on expiring option series are automatically cancelled at the end of the session on the
expiration date.

If duration is not specified, orders are considered to be day orders.
Execution price
Orders may be placed on the MONEP:

- "at market price" (au prix du marché), i.e., without price specifications.

- "with a limit price" (a cours limité), i.e., at a maximum price in case of a buy order, or a minimum price
in case of a sell order. (Example B)

Clients must set the limit on their orders in conformity with the minimum price fluctuation (tick size)
defined by Monep SA and stated in the Contract Specifications appended to this Prospectus.

Example B:
"Buy 10 Lafarge December 1998 calls, strike price 600 as an opening transaction for FF30, day order".

“Buy 10 CAC 40 futures, December 1998 delivery at FF3,800; order good till 15 December.
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Option prices are highly volatile. It is therefore inadvisable to place orders at market price because they
may be executed at a price that differs considerably from that prevailing when the order was entered. We
recommend investors to set a limit price on their orders.

Furthermore, limit orders for futures contracts may be designated as "stop-limit" orders. For purchases, a
stop-limit order can be executed when the traded price equals or exceeds its limit. For sales, a stop-limit
order is executed when the traded price is equal to or lower than its limit.

Once the limit is triggered, there is no ceiling on a buy stop-limit order nor floor on a sell stop-limit
order. Accordingly, clients have little control over the actual execution price when using stop-limit
orders.

Order execution is always subject to the existence of an adequate counterparty, even if the limit is quoted
after the order has been received.

Note, however, that professional ethics require dealers to make every effort to execute their clients'
orders at the best available price.

Transaction fees

Monep SA receives a fee on all trades executed on the MONEP, in the amounts stated in the Contract
Specifications appended to this Prospectus. Transaction fees also apply upon liquidation at maturity of
futures contracts and may apply upon the exercise of index options (see applicable Contract
Specifications).

Brokers also charge fees, the levels of which are not regulated.

Value-added tax is levied at the prevailing rate on commissions and brokers' fees.

M ONITORING POSITIONS ON A CONSTANT BASIS

An investor's situation on the options market changes constantly each trading day, depending on
variations of the underlying asset(s). Consequently, investors must remain constantly vigilant in case
they need to act immediately in order to defend their interests. They must also make the appropriate
arrangements if an option is exercised. For an assigned writer, exercise results in one of the following:

- an immediate cash payment (for index options),

- an accounting entry (delivery versus payment) in the name of the client on the day following the
assignment at the latest (options whose underlier is traded on a cash market),

- a position on the monthly settlement market (for equity options whose underlying securities are traded
on the monthly settlement market), which has different margin rules and risks from those on the
options market.

The attention of clients is therefore drawn to the following:

- The margin that a client maintains with his broker must at all times be equal to or greater than the

minimum margin requirement, as calculated and adjusted daily by Monep SA pursuant to market

regulations. The conditions under which initial and subsequent margin is deposited must be agreed between
the client and the broker.

- The broker is required to liquidate, by the following trading day, any position for which the client has not
deposited sufficient margin at the end of a session.
In this event, the client is required to pay any debit balance that may result from such liquidation within
one trading day. To avoid the risk of being unable to meet a margin call in due time, non-professional
investors are advised to maintain a margin balance higher than the regulatory requirement

Prospectus —Mars 1999 22




Reporting of operations

The broker-client agreement must stipulate the procedures and timeframes for providing the client with
the information he needs to monitor his positions and assess the accompanying risks.

For the client's safety, positions should be monitored daily.

To ensure timely monitoring of options trades on the MONEP, clearing members are advised to send the
following documents to clients for whom they maintain accounts:

Transaction report: consisting of a list of the trades carried out on the client's behalf.

The transaction report contains the following information:

For options trades: For futures trades:
- Contract specifications - Contract specifications
- Option type (calls or puts) - Side (buy or sell)
- Side (buy or sell) - Number of contracts traded
- Number of contracts traded - Execution date
- Execution date - Transaction registration number
- Transaction registration number - Debit or credit margin
- Nature of transaction (opening or closing) | - Brokerage fees
- Gross transaction amount (premium x - Commissions payable to Monep SA
contract size x number of contracts) - Net transaction amount
- Brokerage fees
- Commissions payable to Monep SA
- Net transaction amount

In the event of a disagreement concerning the conditions under which their orders were executed, clients must
inform their brokers thereof as soon as they receive their transaction reports, which must be dispatched no later
than the trading day following the day of the transaction.

Exercise and assignment notice: consisting of a list of the long positions in options exercised by the
client or short positions assigned to the client. The exercise and assignment notice contains the following
information:

- Specifications of the contracts exercised or assigned.

For equity options:
- Number of securities bought or sold
- Gross transaction amount.

For index options:
- Gross cash amount receivable or payable
- Exercise fees if any (see contract specifications) for which the buyer alone is liable
- Net amount receivable

- Open interest statement: a list the client's of open positions by class and by series.

For options positions: For futures positions :
- Contract specifications - Contract specifications
- Indication of the previous day's position | - Transaction side (buy or sell)
brought forward - Number of contracts open in the position

- The day's transactions (opening or closing)| - Transaction regisration number
- Transfers of contracts pending settlement | - Debit or credit margin

- Contracts exercised or assigned - Initial margin

- Expired contracts
- Net position
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- Margin calculation statement: the value of net positions in options at market close, computed on the
assumption of the most unfavorable movement in the underlying stock

The margin calculation statement contains the following information:
- Class.

For each class:

- Day's closing price (or closing index) of the underlying asset.
- Price (or index) used as the most unfavorable assumption.

For each series:

- Settlement price of the series, determined daily by Monep SA.

- Value of open interest in the series at the settlement price - known as the current liquidating
value. (Options purchased have a positive liquidating value, options sold have a negative
liquidating value).

- Theoretical price of the series on the basis of the price (or index) used as the most unfavorable

assumption.

- Value of open interest in the series at the theoretical price - known as the adopted liquidating
value.

- Sum of adopted liquidating values, by class.

- Balance of adopted liquidating values for all classes constituting the portfolio. (When the balance
is negative, the liquidating value shows an overall debit, which corresponds to the margin
requirement. When the balance is positive, the liquidating value is in overall credit and no margin
is required).

- Financial statement: showing the client's net position.

For options, the financial statement takes into account the margin requirement and the margin already on
deposit. The financial statement contains the following information:

- Margin requirement, as shown on the margin calculation statement.

- Margin deposited by the client with his broker, analyzed according to the type of instrument
deposited

- Total margin on deposit.

- Net position (A debit balance represents the additional margin required; a credit balance
indicates a reduction in the previous margin requirement).

For futures, the financial statement shows the client's net position, taking into account the margin
requirement and the margin already on deposit.
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Terminology common to options and futures

Clearing house: the body responsible for the registration of transactions and for guaranteeing the full
performance of operations and commitments to clearing members.

Client/broker account agreement: The written agreement that defines the contractual relationships
between the client and the broker who maintains its account.

Combined strategies: Positions opened or trades made simultaneously by an investor in options of the
same class but different characteristics, or in different maturities of the same futures contract (e.g. spread,
straddle).

Del credere agent: As del credere agents, MONEP clearing members, guarantee final execution of the
transactions they record, vis-a-vis the clearing house as well as the clients for whom they maintain
accounts.

Derivative financial instruments: Options and futures on transferable securities, stock market indices,
interest rates, currencies, or commodities.

Discretionary trading authorization/Discretionary account agreement: Agreement fulfilling the
requirements of the Commission des Opérations de Bourse by which a person delegates an investment
services provider to manage his transactions in the financial markets.

Expiration settlement index/Delivery settlement price: computed and disseminated on contract
expiration day, it is used as a basis for automatic exercise of option contracts that are in the money on
expiration and to determine the last margin call and cash settlement basis for futures contracts.

Fungibility: Property by which contracts with identical characteristics can be substituted. Since MONEP
contracts are fungible a position can be offset by taking an opposing position in a contract with the same
characteristics as the contract originally traded.

Investment services providers: Investment firms (including the former categories of brokerage firms
"sociétés de bourse" and portfolio management companies "sociétés de gestion de portefeuille”) and credit
institutions.

Margin deposits: A good-faith deposit that must be deposited by members with Monep SA and by
clients with the brokers that hold their accounts in order to ensure that contractual obligations on options
and futures positions can be met. The purpose of margin deposits is to cover any debit balance that may
arise when a position is liquidated (qg.v.) following an incident of default.

Maturity: The date on which an option contract expires (expiration date) or a futures contract is settled.

Underlying interest/Underlying asset: the instrument or asset (stock, bond or index) to which options or
futures relate.

Unit of trading (contract size): the number of units of the underlying instrument represented by the
contract, i.e. the contract size.

Expressed as number of shares for equity options and in monetary units per index point for index
options and index futures.

For option contracts on equities, this may vary according to the underlying securities on which the
contract bears. Traders are therefore advised to check with their broker before placing orders.
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Glossary of options terminology

American-style option: an option that can be exercised, at the holder's choice, at any time until the
option expires.

Assignment: the obligation incumbent on an option seller to carry out the obligations relating to his
contract (purchase or sale of the underlying instrument), in response to a buyer's decision to exercise an
option.

At the money: an option is at the money when the value of the underlying instrument is the same or
almost the same as the strike price of the option contract.

Call: an option contract granting the holder the right to buy the underlying instrument at the agreed
strike price. A call obliges the writer to sell the underlying instrument at the agreed strike price if he is
assigned against.

Class (of options): the set of options of the same exercise style (American or European) within the same
maturity range (short-term or long-term) and pertaining to the same instrument.

Closing index: the last index calculated and published when the markets close, used as the basis of
margin calculations.

Contract value: this is obtained by multiplying the premium's quoted price by the unit of trading
(contract size).

Daily settlement index: computed and disseminated each trading day, it is used as a daily reference for
exercising American-style options.

European-style option: an option that can be exercised by the buyer only on the contract expiration date.
Exercise: a decision, reserved for the option holder, to request execution of the contract.

In the money: a call is said to be in the money when the value of the underlying instrument is greater
than the option strike price. A put is in the money when its strike price is greater than the value of the
underlying instrument.

Intrinsic value: The price of the underlying asset minus the option strike price (calls); or the strike price
minus the price of the underlying asset (puts)
Intrinsic value represents the gain that would result from exercise by the option holder.

Market maker: a trading member, who has the duty of maintaining a continuous, liquid market in
options by trading solely for his own account.

Out of the money: a call is out of the money when the value of the underlying instrument is less than the
option strike price. A put is out of the money when its strike price is less than the value of the underlying
instrument.

Premium: the option price resulting from matching of buy and sell orders submitted to the market.

Put: an option contract granting the purchaser the right to sell the underlying instrument at the agreed
strike price. A put obliges the seller to purchase the underlying instrument at the agreed strike price if he
is assigned against.
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Series (of options): all options of the same class, the same type (call or put) bearing on the same quantity
of the underlying instrument, and having the same strike price and the same expiration date.

Strike price: the price at which the option holder may purchase (in case of a call) or sell (in case of a put)
the underlying instrument.

Time value (speculative value): Difference between an option's premium and its intrinsic value.
Time value is determined by several factors: volatility of prices of the underlying asset, strike price,
remaining life of the option, short-term interest rates, and dividends on the underlying securities.

Volatility: Measures the price fluctuation of a financial asset over a given time (historic volatility) or the

expectation of future price fluctuations (future volatility or implied volatility, determined on the basis of
the option price).

Glossary of terms relative to the CAC 40 futures contract

Daily settlement price: Calculated by Monep SA for futures contracts at the closing of each trading
session, the daily settlement price is used to determine variation margin and to mark open positions to
market.

Financial futures contract: A legally binding agreement to buy or sell a specified quantity of financial
assets at a price and date fixed at the time of initiating the contract. The position can be closed out at a
pre-established date either by.

- delivering the underlying financial asset against payment of the corresponding funds :

- cash settlement of the difference between the price fixed when the position was opened and the
price at which the position is closed.

Liquidation: Forced closing by the clearing house of a defaulting clearing member's positions or by a
clearing member of a defaulting client's positions for whom he maintains accounts.

Local (Négociateur pour compte propre "NCP"): Legal or natural person who trades solely for his own
account in futures contracts, thus enhancing their liquidity.

Settlement: Closing an open position on expiration by means of a cash payment.

Variation margin: At the end of each trading day, clients' positions are marked to market on the basis of
the daily settlement price, thereby producing a potential loss or gain which is charged or credited to the
account.
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APPENDIX: Contract Specifications for various products

P roduct notes: Contracts specifications

Short-term equity options

Long-term equity options

Long-term options on the CAC 40 Index (PXL)

CAC 40 index futures contract — EUR 10 —

Options on the Dow Jones STOXXa 50 Index

Futures on the Dow Jones STOXXA 50 Index

Options on the Dow Jones Euro STOXXa 50 Index

Futures on the Dow Jones Euro STOXXa 50 Index

Dow Jones Stoxxa
Dow Jones Stoxxa
Dow Jones Stoxxa
Dow Jones Stoxxa
Dow Jones Stoxxa
Dow Jones Stoxxa
Dow Jones Stoxxa
Dow Jones Stoxxa
Dow Jones Stoxxa
Dow Jones Stoxxa
Dow Jones Stoxxa
Dow Jones Stoxxa
Dow Jones Stoxxa

Dow Jones Stoxxa

Bank futures contract

Bank options

Energy futures contract

Energy options

Telecommunications futures contract

Telecommunications options

L&M Technology futures contract

L&M Technology options

L&M Insurance futures contract

L&M Insurance options

L&M Pharmaceutical futures contract

L&M Pharmaceutical options

L&M Media futures contract

L&M Media options
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German Risk Disclosure

Important Information on Loss Exposures in Respect of Forward Exchange
Transactions

Dear Customer,

In forward exchange transactions, the profit potential is confronted with a high loss exposure. Any investor who wishes to conclude a
forward exchange transaction must have been informed of the risks beforehand.

A. General Information on Loss Exposures in Respect of Forward Exchange Transactions
The German Stock Exchange Act (Borsengesetz) provides in Section 53, sub-section 2 that we inform you of the following risks:

Forfeiture or depreciation
The rights you acquire under forward exchange transactions may forfeit or depreciate as the rights conferred under such transactions
are in any case limited in time. The shorter the time limit, the greater your risk may be.

Incalculable losses
Your loss exposure in commitments under forward exchange transactions may be indeterminable and may also include your entire
property, beyond the collateral furnished by you.

Missing hedging opportunities
It is possible that transactions by which risks under forward exchange transactions entered into shall be excluded or limited (closing
transactions) will not be concluded at all or only be concluded at a price meaning a loss for you.

Additional loss potential in respect of borrowings or as a result of currency fluctuations.
Your loss exposure will increase if you make use of a credit facility for your forward exchange transactions. The same applies to
forward transactions where your liabilities or claims are denominated in a foreign currency or a unit of account (e.g. ECU).

B. Risks in the individual types of transactions
1. Purchase of options
1. Purchase of an option on securities, currencies or precious metals

The transaction:
If you purchase an option on securities, currencies or precious metals, you acquire the claim for delivery or acceptance of the
underlying instrument at the price already fixed when purchasing the option.

Your risk:

Changes in the price of the underlying instrument, such as e.g. the stock on which your option is based, may reduce the value of your
option. In the case of a call option, such depreciation will be triggered by price losses, whereas in the case of a put option, price gains
of the underlying instrument will trigger a depreciation. If such depreciation occurs, it will in each case be disproportionate in relation
to the changes in the price of the underlying instrument, so that your option may even be worthless. Your option may, however, also
depreciate if the price of the underlying instrument does not change, as the value of your option is co-determined by other price
determinants (such as the maturity or the frequency and intensity of price fluctuations of the underlying instrument. Due to the
limited maturity of an option, in such case you cannot rely on the price of the option recovering in good time. If your expectations as
to the market development are not come up to and you therefore waive the exercise of the option or fail to exercise it, your option will
expire worthless at the end of its maturity. In such case, your loss will be composed of the price paid for the option plus the costs
incurred by you.

2. Purchase of an option on financial futures

The transaction:
When purchasing an option on financial futures, you acquire the right to enter into a contract on terms fixed beforehand, by which
contract you undertake to purchase and sell, for example, securities, currencies or precious metals for forward delivery.

Your risk:

First, such option is also subject to the risk mentioned under no. 1 above. However, after exercising the option, you run new risks;
these new risks are dependent on the financial futures contract then entered into and may be considerably higher than your original
risk - i.e. the price paid for the option. Then, you will incur the additional risks under the forward exchange transactions with forward



settlement described below.
11. Sale of options and forward exchange transactions with forward settlement
1. Sale with forward delivery and sale of a call option on securities, currencies or precious metals

The transaction:
As a seller for forward delivery, you assume the obligation to deliver securities, currencies or precious metals at an agreed purchase
price. As seller of a call option, you will assume that obligation only if the option is exercised.

Your risk:

In case of a price increase, you must nevertheless effect delivery at the price agreed before, and that price may be considerably lower
than the current market price. If the underlying instrument which you have to deliver is already in your possession, you will no longer
enjoy the advantage of increasing market prices. If you wish to acquire the underlying instrument only at a later point in time, the
current market price may be considerably higher than the price agreed in advance. That price difference represents your risk. The loss
exposure cannot be determined in advance, which means that it is theoretically unlimited. The loss exposure may exceed the
collateral furnished by you to a considerable extent in the event that you do not possess the instrument to be delivered but only wish
to acquire it at maturity. In such case, you may incur considerable losses, as - depending on the market situation - you may be forced
to purchase at a very high price or to effect cash settlement payments in case an acquisition of the instrument is rendered impossible
for you.

Please note:

if the underlying instrument which you have to deliver is in your possession, you are protected from losses incurred by an acquisition;

however, if these assets are blocked in whole or in part for the duration of your forward exchange transaction (as collateral), you may
not dispose of the same during that period of time or prior to the closing of your futures contract, nor can you sell such assets in order
to avoid losses in case of decreasing prices.

2. Purchase with forward delivery and sale of a put option on securities, currencies or precious metals

The transaction:
As a purchaser for forward delivery or as seller of a put option, you assume the obligation to purchase securities, currencies or
precious metals at an agreed price.

Your risk:

In case of decreasing prices, you must nevertheless take delivery of the purchased instrument at the price agreed before, and that
price may be considerably higher than the current market price. That price difference represents your risk. The loss exposure cannot
be determined in advance and may exceed collateral furnished by you (if any) to a considerable extent. If you intend to resell the
product immediately after taking delivery thereof, you should note that it may be impossible, or very difficult, for you to find a
purchaser; depending on the market situation, it is possible that you will only succeed in selling the instrument with a considerable
price reduction.

3. Sale of an option on financial futures contracts

The transaction:
When selling an option on a financial futures contract, you assume the obligation to enter into a contract on terms fixed in advance,
by which contract you undertake to purchase and sell, for example, securities, currencies or precious metals for forward delivery.

Your risk:
Should the option sold by you be exercised, you run the risk of a seller or purchaser for forward delivery, as set out in Sections 1 and
2 of this Chapter II.

I11. Options and financial futures contracts containing a cash settlement

The transaction:
Several forward exchange transactions only contain a cash settlement. These include in particular:

® options and financial futures contracts on an index, i.e. a variable number which is calculated on the basis of a portfolio of
securities determined according to certain criteria, and the variations of which mirror the price movements of these
securities;

(] options and financial futures contracts on the interest rate for a time deposit with a standardised maturity.

Your risk:
If your expectations are not met, you have to pay the difference between the price fixed at the conclusion of the transaction and the
current market price at maturity. That difference represents your risk. The amount of the loss suffered by you cannot be determined



in advance. It may exceed collateral furnished by you (if any) to a considerable extent.
C. Additional risk under forward exchange transactions
1. Forward exchange transactions containing a currency risk

The transaction:

When entering into a forward exchange transaction in respect of which your commitment or the consideration to be claimed by you is
denominated in a foreign currency or a unit of account (e.g. the ECU), or where the value of the underlying instrument is determined
thereby (such as in the case of gold), you are exposed to an additional risk.

Your risk:
In this case, your loss exposure is not only linked with the performance of the underlying instrument. Developments on the foreign
exchange market can rather cause additional incalculable losses. Currency fluctuations may:

reduce the value of the purchased option;
increase the price of the underlying instrument to be delivered by you for the settlement of forward exchange transactions if
the same is payable in a foreign currency or a unit of account. The same applies to a payment obligation under the forward
exchange transaction to be settled by you in a foreign currency or a unit of account;

(] reduce the value or the sales proceeds of the underlying instrument to be taken delivery of or the value of the payment
received.

1l. Transactions intended to exclude or limit risks

Do not rely upon being able to enter into transactions at any time during the term so as to compensate for, or limit, your risks under
forward exchange transactions. Whether or not you have that possibility depends on the market conditions and also on the structuring
of your forward exchange transaction. It may be that you will not be in a position to enter into said transactions at all, or only at an
unfavorable market price, so that you will incur a loss.

I11. Drawing on a credit facility

Your risk will increase if you use a credit facility for the financing of, in particular, the acquisition of options or the performance of your
delivery and payment obligations under forward exchange transactions. In such case, if the market development is contrary to your
expectations, you must - in addition to the loss suffered - also pay interest on the credit facility and redeem the same. You should
therefore never start from the assumption that you will be in a position to pay interest and capital in respect of such credit facility
from gains achieved under forward exchange transactions. Rather make sure prior to entering into a transaction that your financial
situation allows you to pay interest on, or - should the situation arise - redeem, such credit facility at short notice even if you suffer
losses instead of gains.

D. Certification in securities
The risks in respect of the transactions described above will not change if rights and obligations are certificated (e.g. in a warrant).

According to Section 53, sub-section 2 of the German Stock Exchange Act (Borsengesetz), this Information Memorandum must be
signed by you if you wish to enter into forward exchange transactions.



Regulatory Info and Additional Provisions for users from Hong Kong

REGULATORY INFORMATION AND ADDITIONAL PROVISIONS FOR USERS FROM HONG
KONG

Your agreement is with Interactive Brokers' United States office ("IB"). IB wants to make sure that you are aware that:

(] IB is not a member of the Hong Kong Futures Exchange Limited ("HKFE™) and you are NOT entitled to claim against the
Compensation Fund of the HKFE.

IB is not a member of the Stock Exchange of Hong Kong Limited ("SEHK").

Factual information, including market quotations and other data, is provided as a discretionary courtesy; and IB does not
warrant in any fashion, and is not responsible for, the accuracy or timeliness of such information. Reliance on such
information is at the Customer's own risk. (See paragraph 2 of the Customer Agreement).

(] Electronic or computer-based facilities and systems such as those used by IB are vulnerable to disruption or failure. Your
ability to make claims or recover losses may be subject to limits on liability imposed by the Customer Agreement. (See
paragraph 5 of the Customer Agreement).

e Because information is being sent to you, and from you, through internet facilities, there will be a
time delay with respect to price quotations and data transmission and your orders may not
necessarily be executed at the price indicated to you through the internet.

The following "Additional Provisions" are applicable to Users from Hong Kong and Users trading on Hong Kong Exchanges and are in
addition to the Provisions of the Customer Agreement. To the extent that there is any conflict between the terms of the Customer
Agreement and the terms of the Additional Provisions, the Additional Provisions shall prevail.

The following definitions are applicable to the Additional Provisions:

"Agreement" refers to the IB Customer Agreement and these Additional Provisions;

"the HKFE Clearing House" means HKFE Clearing Corporation Limited;

"the CTO" means the Commodities Trading Ordinance, Chapter 250 of the Laws of Hong Kong as amended from time to
time;

"HKFE" means Hong Kong Futures Exchange Limited;

"IB" means Interactive Brokers LLC, an overseas company registered with the Securities and Futures Commission as a
Dealer and also registered in the United States as a broker-dealer with the U.S. Securities and Exchange Commission and a
Futures Commission Merchant with the U.S. Commodity Futures Trading Commission

(] "Procedures" means the practices, procedures and administrative requirements prescribed from time to time by the HKFE,
SEHK, HKFE Clearing House or SEOCH, as applicable.

. "SEHK" means The Stock Exchange of Hong Kong Limited.
(] "SEOCH" means The Stock Exchange of Hong Kong Clearing House.

® "the SFC Ordinance" means the Securities and Futures Commission Ordinance, Chapter 24 of the Laws of Hong Kong as
amended from time to time.

(] "THHK" means Timber Hill Hong Kong Limited, an entity registered with the Securities and Futures Commission and a
member of the Exchange; THHK is an affiliate of IB.
® "THSHK" means Timber Hill Securities Hong Kong Limited, an entity registered with the Securities and Futures Commission

and a member of the Stock Exchange of Hong Kong Limited; THSHK is an affiliate of IB.

(] "Rules" means the Rukes and Regulations of the HKFE, SEHK, HKFE Clearing House or SEOCH as applicable, and any
amendments, supplements, variations or modifications thereto.

1. These Additional Provisions are subject to and governed by the provisions of the CTO and Hong Kong law.

2. The rules and regulations of the HKFE or SEHK, as applicable, and the HKFE Clearing House or SEOCH, as applicable, shall be
binding on the Customer and IB. Those rules and regulations contain provisions which require IB, in certain circumstances, to disclose
the name and beneficial identity or such other information concerning Customer as the exchange or Commission may request.
Customer agrees to provide such information to IB in compliance with the SFC Ordinance, the CTO, exchange Rules, Regulations and
Procedures or as the exchange or Commission may require. Customer acknowledges that if such information is not provided, the Chief
Executive may require the closing out of Customer positions or the imposition of a margin surcharge on Customer's positions.

3. 1B, its affiliates, including THHK and THSHK, and their respective directors and/or employees may trade on their own account and,
subject to the provisions of the CTO and the SFC Ordinance, IB and its affiliates may take the opposite position to the Customer's
order in relation to any futures/options contract, whether on IB's or its affiliate's own account or for the account of other customers of
IB, provided that such trade is executed competitively on the floor in accordance with the rules and regulations of the exchanges and
clearinghouses governing the relevant markets.



4. Unless otherwise confirmed in writing by 1B and agreed by the Customer and IB, IB is acting solely as broker to any transactions
made with IB by the Customer.

5. In all transactions referred to in the Agreement, IB or its affiliates are authorized to engage in proprietary trading and may contract
as principal.

6. The Customer submits to the non-exclusive jurisdiction of the Court of Hong Kong in respect of all disputes, differences and claims
relating to or arising out of the Agreement.

7. The Customer is bound by rule 631 of the HKFE which permits the HKFE or Chief Executive of the HKFE to take steps to limit
positions or require the closing out of contracts of the Customer who in the opinion of the HKFE or the Chief Executive are
accumulating positions which are or may be detrimental to the HKFE's markets.

8. All monies or other properties received by IB from the Customer or from any other person, including the HKFE Clearing House for
the account of the Customer in respect of the futures/options contracts transacted on behalf of the Customer, shall be held by IB as
trustee, segregated from IB's own assets and paid into a segregated bank account. All monies or other property so held by IB shall
not form part of the assets of IB for insolvency or winding up purposes but shall be promptly returned to Customer upon the
appointment of a provisional liquidator, liquidator or similar officer over all or any part of IB's business or assets.

9. The Customer hereby authorises IB to apply any monies which the Customer may pay to IB in order to (i) meet obligations to the
HKFE Clearing House (provided that no withdrawal from the Customer's accounts with IB may be made which would have the effect
that the relevant margin requirements or trading liabilities conducted on behalf of any Customer are thereby financed by any other
Customer), (ii) pay commission, brokerage, levies and other proper charges for contracts transacted by IB on behalf of the Customer,
(iii) make payments in accordance with the Customer's directions (provided that no money may be paid into another account of the
Customer unless that account is also a segregated bank account). The Customer acknowledges that IB may apply such monies in or
towards meeting IB's obligations to any party insofar as such obligations arise in connection with or incidental to all futures/options
contracts transacted on the Customer's behalf. The Customer agrees that IB may retain interest on the Customer's money.

10. In respect of any account of IB, its affiliates, including THHK or THSHK, or any other broker acting on their behalf, maintained with
the HKFE Clearing House, whether or not such account is maintained wholly or partly in respect of the futures/options contracts
transacted on behalf of the Customer and whether or not money paid by the Customer has been paid to the HKFE Clearing House, as
between such entities and the HKFE Clearing House, such entities deal as principal and accordingly no such account is impressed with
any trust or other equitable interest in favour of the Customer

11. In the event that the Customer directs IB to enter into any contract on an exchange or other market on which such transactions
are effected in a foreign currency: (a) any profit or loss arising as a result of a fluctuation in the exchange rate affecting such currency
will be entirely for the account and risk of the Customer; (b) all initial and subsequent deposits for margin purposes shall be made in
such currency in such amounts as IB may, at its sole discretion, require; and (c) when such a contract is liquidated IB shall debit or
credit the account of the Customer in the currency in which such account is denominated at a rate of exchange (where the relevant
contract is denominated in a currency other than that of the account) determined by IB at its sole discretion on the basis of the then
prevailing money market rates of exchange.

12. Levies & Commission

(] Every contract executed on the floor of the HKFE shall be subject to applicable Compensation Fund levies and levies pursuant
to Securities and Futures Commission Ordinance the cost of both of which shall be borne by the Customer.

(] In respect of contracts executed in markets other than those organised by the HKFE, any charges levied on such contracts
by the relevant markets shall be borne by the Customer.

(] The Customer will pay commission and other charges at rates to be determined by IB and at charges pursuant to Hong Kong
law or the rules of the HKFE or other exchanges governing the relevant markets.

13. Rules & Laws

o All transactions shall be subject to the constitution, rules, regulations, customs, usages, rulings and interpretations, from
time to time extant or in force of the HKFE or SEHK or other markets as applicable (and of their respective clearing house, if
any), where the transactions are executed by IB or IB agents. All transactions under this agreement shall also be subject to
any law, rule, or regulation then applicable thereto, including but not by way of limitation, the provisions of the CTO, as
amended from time to time, and the rules and regulations thereunder.

e All transactions entered between IB and the Customer relating to any money, foreign currency, currency option, currency
future, or currency forward contract or foreign exchange contract shall be governed by and subject to all the rules,
regulations, orders and laws of the country of the currency or money concerned and those of Hong Kong and/or the by-laws,
rules and regulations of the exchange concerned in which the transaction is done.

® All transactions related to futures/options contracts executed in markets other than those organised by the HKFE will be
subject to the rules and regulations of those markets and not those of the HKFE, with the result that the Customer may have
a markedly different level and type of protection in relation to those transactions as compared to the level and type of
protection afforded by the rules of the HKFE.

(] No provisions of this Agreement will operate to remove, exclude, or restrict any of your rights or any obligations of IB under



Hong Kong law.

14. IB is not a member of the HKFE and Customer is NOT entitled to claim against the Compensation Fund of the HKFE.

15. The Customer appoints the Chief Executive of the HKFE (or such other persons as the Board of the HKFE may appoint, including,
without limitation HKFE Clearing House) as the Customer's attorney to do all things necessary to transfer any open positions held by
IB on the Customer's behalf and money and securities standing to the credit of the Customer's account with IB to another member of
the Exchange in the event of IB's membership being suspended or revoked.

16. In accordance with Rule 601(c) of the HKFE's Rules, we disclose the following to you: Company Name : Interactive Brokers LLC
Membership category : Dealer Registration number (required by the CTO) : CD400 Staff responsible for your account : The IB Help
Desk Name: The IB Help Desk Dealing Director/ Dealer Representative: David F. Friedland Registration No.: CD0O00889

17. EXPLANATION OF MARGIN PROCEDURES AND UNILATERAL CLOSING OUT OF CLIENTS' POSITIONS

Margin Procedures

In accordance with Rule 602(s) of the HKFE's Rules, we set out below an explanation of margin procedures and the circumstances
under which Customer positions may be unilaterally closed.

Paragraph 3 of the Customer Agreement sets out detailed provisions regarding Margin Requirements.
IB follows all margin rules laid down by all Exchanges on which products are traded on margin.
Any changes in margin requirements (whether imposed by the Exchange or by IB) will be communicated to Customers.

Customers must remember that, in the event of a default, IB may close out the customers' open positions without prior
notice to or consent from the customers as provided for by the terms of the Agreement. IB has reserved in the Agreement
the right to close out any open positions(s) without notice (i) when the margins on deposit with IB are exhausted,
inadequate in the opinion of IB to protect it against possible price fluctuations or any adverse conditions or (ii) any other
appropriate circumstances. Please Note: IB is required to notify the Exchange if Customer fails to meet two or more
successive margin calls or demands for variation adjustments or Interest Rate Cash Adjustments if the total amount in
default exceeds HK $150,000.

(] No conduct or omission on behalf of IB, nor any agreement purportedly entered into on IB's behalf (save an agreement in
accordance with the terms of the Agreement), shall constitute any form of waiver or variation or relaxation IB's rights to
close out customers' positions unilaterally.

® Any steps taken by IB to close out customers' positions unilaterally will be entirely without prejudice to IB's other rights
under the Agreement and otherwise, in particular the right to payments from customers of all amounts outstanding.

18. STATEMENT OF PARTICULARS OF APPROVED CONTRACTS

IB, THHK and THSHK are licensed to trade in the products approved by the HKFE or SEHK, as applicable, from time to time. Contract
specifications for the products in question are available on request.

19. RISK DISCLOSURE STATEMENT FOR EQUITY SECURITIES

(] The Client acknowledges that the price of securities can and does fluctuate, and that any individual security may experience
downward movements, and under some circumstances even become valueless. The Client appreciates therefore that there is
an inherent risk that losses may be incurred rather than profit made, as a result of buying and selling securities. This is a
risk that the Client is prepared to accept.

(] The Client also acknowledges that there are risks in leaving securities in the custody of the Broker or in authorizing the
Broker to deposit securities as collateral for loans or advances made to the Broker or authorizing the Broker to borrow or
loan securities.



Important Information About IDA Arbitration

Arbitration Overview

For disputes between a client and a Member firm that cannot be resolved through regular
administrative channels within the investment dealer firm, the Investment Dealers
Association of Canada has an innovative program - a prompt, inexpensive and
independent arbitration process for disputes up to $100,000.

What is arbitration?

Arbitration is a method of resolving a dispute in which the parties involved appoint an
independent arbitrator to listen to their facts and arguments and to decide how the dispute
should be resolved. Arbitrations are conducted by a neutral agency that provides
arbitrators who are usually retired judges and lawyers knowledgeable about the securities
industry. All aspects of the proceedings are confidential and all the hearings private,
unless both parties agree otherwise.

Arbitration has its own set of straightforward rules that are established by provincial
legislation. An arbitrator's decision is binding. In choosing arbitration, the parties give up
the right to pursue the matter further through the courts or any other resolution service,
and they sign an agreement to this effect at the beginning of the arbitration process.
Parties can choose to be represented by a lawyer during the arbitration process but this is
not a requirement.

What are the advantages of arbitration?

Going to court can involve significant costs and lengthy waits. In some provinces, the
average time before a case goes to trial is two years and the costs for each party can
average $37,500. In comparison, the IDA program is structured to ensure that a typical
complaint can be resolved within a time frame of approximately three months at a
fraction of the cost. Arbitration is particularly appropriate when the amounts in question
are too small to warrant high legal costs.

What does arbitration cost?

Costs will be less than pursuing the matter through the courts. It's not unusual for a
typical dispute to be handled in an arbitration session lasting less than a day. Total costs
(including a filing fee, the arbitrator's hourly rates, room rentals and other disbursements)
can be expected to range between $3,000 to $4,000 for a typical dispute. Costs are
generally split equally between the parties, but the arbitrator can make a different
determination. Moreover, as with the costs for arbitration, the arbitrator, as his or her
discretion, may assign one party’s legal costs to the other party in the arbitration.

How does the arbitration program work?



It's important to realize that the program is available solely at the client's option. If a
client decides to resolve a dispute through the arbitration process, participation by the
IDA Member firm is mandatory. It's the client's choice.

Before arbitration can be considered, the client must try to resolve the problem with the
Member firm. The problem can be discussed with the investment advisor or, if that fails
to resolve the problem, with a more senior person in the organization, such as the branch
or sales manager, or the firm's compliance officer. If the dispute is still not resolved, a
client may then proceed to arbitration.

What kinds of disputes are eligible for arbitration?

A claim may be eligible for arbitration if:
Attempts have been made to resolve the dispute with the investment dealer and
The amount claimed does not exceed $100,000 and
Events in dispute have occurred on or after*

January 1, 1992  in British Columbia

January 1, 1996  in Québec

June 30, 1998 in Ontario

July 1, 1999 in Manitoba, Alberta and Saskatchewan

June 30, 1999 in New Brunswick, Nova Scotia, Prince
Edward Island and Newfoundland

* Eligibility dates reflect the introduction dates of the programs.
How should a claim be filed?

A summary of the dispute should be prepared including the amount in question; details of
attempts to resolve the matter with the investment dealer; and appropriate supporting
documents such as client account statements.

Send the material with the client's name, address and telephone number to the appropriate
arbitration organization (see Arbitration Programs).

What happens if a claim is eligible for arbitration?

If a claim meets the eligibility criteria, the parties will be provided with a list of potential
arbitrators from which to choose. Once an arbitrator has been selected, a date will be set
for the arbitration hearing. If both parties cannot agree on an arbitrator, the arbitration
organization will appoint one.



Arbitration Programs

For clients based in Ontario, New Brunswick, Nova Scotia, Prince Edward Island and
Newfoundland:

ADR Chambers

c/o The IDA Program Administrator
112 Adelaide Street East

Toronto, Ontario M5C 1K9

Tel. (416) 362-8555

Fax (416) 362-8825
1-800-856-5154

web site: www.adrchambers.com
E-Mail: adr@adrchambers.com

For clients based in Québec:

Québec National and International Commercial Arbitration Centre
c/o Marie-Andrée Marquis

Edifice La Fabrique

Suite 90, 295, Charest Blvd. East

Québec, Québec G1K 3G8

Tel. (418) 649-1374 in Québec City

Tel. (514) 876-9002 in Montréal

Fax (418) 649-0845

E-Mail: cacnig@cacniqg.org

For clients based in Alberta, Manitoba, Saskatchewan and British Columbia:

British Columbia International Commercial Arbitration Centre
Suite 103, 1260 Hornby Street

Vancouver, British Columbia V6Z 1W2

Tel. (604) 684-2821

Outside the Lower Mainland: (877) 684-2821

Fax (604) 736-9233

web site: www.bcicac.com

E-Mail: options@bcicac.com
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Swiss Risk Disclosure for Futures

Swiss Risk Disclosure - Characteristics and Risks of Futures
1. Principles

Futures contracts may be associated with special financial risks and are therefore only suitable for investors familiar with this type of
business, with adequate liquid assets and capable of bearing any eventual losses.

This notice provides some fundamental information about the general characteristics of and the risks normally associated with futures
contracts.

2. Characteristics
2.1 Definition

A futures contract subsumes the commitment to buy or deliver on a specified date (settlement date) a specified quantity of a
particular underlying instrument at a price as agreed on the contract date.

The following products may be underlying instruments of a futures contract:

(] assets such as stocks, bonds, commaodities, precious metals;
° benchmarks such as currencies, interest rates, indices.

2.2 Types of futures
Futures are listed contracts and standardized in terms of quantity of underlying instruments and expiration date.

Over the counter (OTC) futures (also referred to as forwards) are traded off the floor. They may be standardized or subject to
individual contract specifications as agreed between the buyer and the seller.

2.3 Margin requirement and margin cover

An initial margin is agreed at the outset of the contract for both, the forward purchase and the forward short sale of an underlying
instrument. The initial margin is usually expressed in terms of a percentage of the purchase price of eligible instruments.

An additional variation margin is determined periodically throughout the life of the contract. The variation margin represents the
accounting profit or loss resulting from the fluctuation of the futures contract or the underlying instrument. The variation margin may
amount to a multiple of the initial margin. The calculation method of the variation margin during the life of the contract or in the event
of its closing out is subject to the relevant stock exchange regulations and the details of the contract.

Throughout the life of the contract the investor must maintain a sufficient margin cover with the securities dealer, as required for the
initial and variation margins.

2.4 Closing out and execution
On principle, the investor may close out contracts at any time up to expiration date.

Subject to the type of contract and the relevant stock exchange regulations, the contract may be closed out either by selling the
contract or by entering into an identical contract with a converse buying or selling commitment. In the latter case, the buying or
selling obligation arising from the first contract is neutralized by the converse contract.

Unless closed out prior to the expiration date, the contracts must be exercised on expiration date according to the following principles:

Futures contracts on assets may be exercised by physical delivery of the underlying assets or by cash settlement. These contracts are
usually exercised by physical delivery, unless the possibility of cash settlement is exceptionally provided by the contract or the
relevant stock exchange regulations. Other particulars of the exercise, in particular the place of exercise, are subject to individual
contract details.

Futures contracts on benchmarks (except currencies) cannot be exercised by physical delivery of the underlying instrument. The



method of exercise is invariably cash settlement.

In the case of physical delivery of the underlying instrument, the full value of the contract is due, whereas cash settlement is limited
to the difference between the price agreed at the outset of the contract and the current market value at the time of exercise.
Consequently, the investor must hold more liquidity for physical delivery contracts than for cash settlement contracts.

3. Risks
3.1 Fluctuations of the contract or the underlying instrument

Investors in futures contracts always have certain expectations with regard to the performance of the contract or the underlying
instrument within the relevant period of time. If the performance fails to match the investor's expectations, the following risks may
arise for the investor.

Regardless of an increase of value of the contract or the underlying instrument, the futures seller must deliver the underlying
instrument on settlement date at the initially agreed price which may be far below the current market value. Hence, the seller's risk
lies in the difference between the price agreed at the outset of the contract and the current market value at expiration date. Since
there is, in theory, no upper limit for market rates, the seller's potential loss is unlimited and may exceed the margin requirement
considerably (see point 2.3).

Regardless of a decline in value of the contract or the underlying instrument, the futures buyer must buy the underlying instrument on
settlement date at the initially agreed price which may be far beyond the current market value. Hence, the buyer's risk lies in the
difference between the price agreed at the outset of the contract and the current market value on expiration date. The buyer thus
risks to incur a loss equal at a maximum to the initially agree price. The loss may exceed the margin requirement considerably (see
point 2.3).

3.2 Restricted or suspended closing out

Stock exchanges may determine price limits for certain futures contracts in order to prevent excessive price volatility. The investor
must be aware that closing out such futures contracts may be restricted or suspended once the price limit has been reached.
Investors should therefore establish whether any price limits exist before entering into futures contracts.

3.3 Purchasing underlying instruments in the case of short sales

Investors who sell forward an underlying instrument which they do not hold at the outset of the contract (short sale) carry the risk
that they may have to purchase the underlying instrument later at an unfavorable current market rate, in order to be able to deliver
the underlying instrument on expiration date.

3.4 Special risks inherent in over-the-counter (OTC) futures
The market for standardized OTC futures is generally transparent and liquid. Therefore contracts can be usually closed out.

There is no organized market for OTC futures with special individual contract terms. Closing out these contacts is therefore subject to
the counterparty's consent.

3.5 Combinations

This notice cannot provide a conclusive description of all risks that may arise in individual cases, due to the large variety of feasible
combinations.

Since combinations consist of various elements, the risk pattern may change significantly when individual elements of the total
position are closed out. Consequently, investors should obtain detailed information on the specific risks inherent in combinations
before entering into combination contracts.



Swiss Risk Disclosure for Options

Swiss Risk Disclosure - Characteristics and Risks of Options
1. Characteristics

1.1 Definitions
1.1.1 Rights and Duties

By paying the option fee (premium), the option buyer acquires the right, without the obligation, to buy from (call option) or sell to
(put option) the writer of an option a specified quantity (size of contract) of a product (underlying instrument) at a fixed price (strike
price) up to or on a specified date (expiration date).

Receiving the premium, the option writer has the obligation to deliver the underlying instrument to (call option) or buy the underlying
instrument from (put option) the buyer of the option at the strike price. In the case of warrants (see point 1.2.1 below), the issuer of
the warrant is directly committed to the holder of the warrant.

The details of an option may be either standardized or subject to individual agreements between the buyer and the writer.
1.1.2 Underlying instruments

The following products may be underlying instruments of an option:

. assets such as stocks, bonds, commodities, precious metals,
o benchmarks such as currencies, interest rates, indices or
(] any combination and derivatives (e.g. futures)

1.1.3 "In-the-money", "out-of-the-money", "at-the-money" options

A call option has an intrinsic value, i.e. it is "in-of-the-money", if the current market value of the underlying instrument is higher than
the strike price. A put option is "in-of-the-money" if the current market value of the underlying instrument is below the strike price.

A call option is "out-of-the-money" if the current market value of the underlying instrument is lower than the strike price. A put option
is "out-of-the-money" if the current market value of the underlying instrument is higher than the strike price.

The option is "at-of-the-money" if the current market value of the underlying instrument is equal to the strike price.
1.1.4 "American", "European" options

"American" options may be exercised up to their expiration date.

"European" options may be exercised only on their expiration date.

1.1.5 Physical delivery or cash settlement options

When exercising a "physical delivery" option, the buyer of a call option is entitled to receive the underlying instrument against
payment of the strike price. Accordingly, the writer must purchase the underlying instrument from the buyer of a put option at the
strike price.

In the case of cash settlement options, the amount to be settled is the difference between the strike price and the market value of the
underlying instrument, provided that the option is "in-of-the-money".

1.2 Types of options
1.2.1 Warrants, listed options

The issuer certifies the rights and duties arising from the options in a certificate which is customarily traded on a stock exchange
(listed).



1.2.2 Traded options

Traded options are standardized non-certificated options which are traded on special exchanges in accordance with the rules and
regulations of such exchanges (e.g. on the SOFFEX Swiss Options and Financial Futures Exchange).

1.2.3 Over-the-counter (OTC) options

Particularly OTC options on precious metals and currencies can be standardized according to market practice and publicly offered. In
contrast, tailor-made OTC options are specifically designed for individual investors.

OTC options are entered into directly between the buyer and the writer off-exchange. They are not listed and usually non-certificated.
Consequently, a position in OTC options can only be closed by entering into a corresponding offsetting transaction with the same
counterparty.

1.3 Margin requirement

The writer of an option has to deposit an adequate quantity of the underlying instrument or provide another collateral (margin cover)
during the life of the option. The margin is determined by the securities dealer. The stock exchange determines the minimum margin
for traded options. If the margin cover proves insufficient, the securities dealer may require the writer to provide an additional
collateral (further margin).

2. Risks

2.1 Risks associated with the purchase of options

2.1.1 Call options and put options

The value of a call option declines if the market value of the underlying instrument falls; the value of a put option declines if the
market value of the underlying instrument rises. The decrease in value expands the less the option is in-of-the-money, generally
accelerates as the life of the option diminishes and is proportionally larger than the decrease in value of the underlying instrument.

The value of the option may also decline while the market value of the underlying instrument remains unchanged or develops
favorably for the buyer, for instance due to a drop in the current value of the option or an adverse supply and demand situation.
Consequently, the buyer must take into account that the value of the option may decline and that the option may even be worthless
on expiration date, thus resulting in a loss up to the amount of the premium which the buyer initially paid.

2.1.2 Call and put options on futures

Call options which entitle the holder to entering into futures contacts as a buyer, and put options which entitle to entering into futures
contracts as a writer, are analogously subject to the risks stipulated in point 2.1.1. Upon exercise, the remarks stipulated in point 3 of
the notice "characteristics and risks associated with futures contracts" apply.

2.2 Risks associated with writing options

The writer of an option must take into consideration that the buyer may exercise hi/her rights even if the option is only at-of-the-
money or out-of-the money, in the case of "American™ options this may be at any time up to the expiration date.

2.2.1 Covered call options

The writer of a covered call option owns the quantity of underlying instruments corresponding to the size of the contract. If their
market value exceeds the strike price, the writer misses the according profit. However, the writer assumes the full risk of any losses
caused by a drop in market value. If the underlying instruments are blocked fully or in part to cover the liability during the life of the
option, they may not be sold to forestall any future losses.

2.2.2 Naked call options

The writer of naked call options does not own the relevant underlying instruments. In the case of physical delivery options, the risk
lies in the spread between the strike price at which the underlying instruments must be delivered when the option is exercised, and
the price at which the writer must procure them. In the case of cash settlement options, the risk lies in the difference between the
strike price and the market value of the underlying instrument. As the market value may be considerably higher than the strike price
when the option is exercised, the risk is undefinable and in theory unlimited.

In particular, the writer of "American" options must take into consideration that the option may be exercised under very difficult



market conditions and that it may then be very expensive or indeed impossible to obtain the underlying instruments required for
physical delivery.

The writer must be aware that an eventual loss could substantially exceed the value of the collateral deposited (margin cover).
2.2.3 Put options

For the writer of put options the risk lies in the possibility that the market value of the underlying instrument may fall below the strike
price. The loss the writer then faces corresponds to the difference between the market value and the strike price. In particular, the
writer of physical-delivery "American™ put options runs the risk of having to purchase underlying instruments under market conditions
where such underlying instruments can be resold only with great difficulty or at a significant loss or where resale is impossible.

The writer risks to incur losses which could substantially exceed the value of the collateral deposited (margin cover).
2.2.4 Call and put options on futures

Writers of call or put options undertake to enter into futures contracts as a buyer or seller respectively, and are accordingly subject to
the risks described in points 2.2.1 to 2.2.3. Upon exercise, the remarks stipulated in point 3 of the notice "characteristics and risks
associated with futures contracts" apply.

3. Combinations
3.1 Definition

The term combination applies when two or more options are written for the same underlying instrument, whereas these options must
differ at least in the type of option (put, call), quantity, strike price, expiration date or type of position (long, short).

3.2 Special Risks

This notice cannot provide a conclusive description of all risks that may arise in individual cases, due to the large variety of feasible
combinations. Consequently, investors should obtain detailed information on the specific risks associated with a combination before
entering into such transactions.

As combinations consist of various options, the risks may change substantially by closing some of these options.
4. "Exotic" options
4.1 Definition

Exotic options differ from "ordinary" call and put options as described in point 1.1 ("plain vanilla™ options) in that they are subject to
additional arrangements or conditions. Their payoff structure can therefore not be achieved by any combination of "plain vanilla"
options alone or with underlying instruments. Exotic options can be issued either as "tailor made" OTC options or as certificated
options.

4.2 Special risks

Due to the practically unlimited variety of feasible exotic options, this notice cannot provide a conclusive description of all risks
inherent in them. Consequently, investors should obtain detailed information on the specific risks associated with exotic options before
entering into such transactions.

The overview hereafter provides the description of a number of typical exotic options which entail special risks in addition to the risks
outlined in point 2. The risks outlined in point 2 apply analogously.

4.3.1 Path-dependent options

In the case of path-dependent options the market value of the underlying instruments is relevant during the life of the options and not
only on the expiration or exercise date. Consequently, the investor must take into consideration any fluctuations in market value of
the underlying instrument throughout the life of the option.

e Barrier options



The rights arise ("knock-in" barrier option) or expire ("knock-out" barrier option) when the market value of the underlying
instrument reaches or exceeds a specified threshold ("barrier”, also "instrike" or "outstrike™) within a given period. The term
"kick-in" or "kick-out" barrier option applies if the "barrier" is set between the value of the underlying instrument when the
option is entered into and when it expires.

"Double-barrier options" are barrier options with two "barriers” (marking the upper and lower threshold). They also occur as
"knock-in" and "knock-out" barrier options.

Risk note: The buyer of a barrier option must be particularly aware that his/her option rights only arise (""knock-in" or
"kick-in" options) respectively lapse absolutely (“knock-out" or "kick-out" options) when the market value of the underlying
instrument reaches the "barrier".

Payout options
Payout options pay a fixed amount agreed in advance.

"Digital" or "binary" options pay out if the market value of the underlying instruments reaches or exceeds the "barrier" once
during a specified period ("one-touch digital option™) or on expiration date (“all-or-nothing digital option").

The "one-touch digital option” pays the fixed amount either as soon as the barrier is reached or only on expiration date, the
latter being also referred to as a "lock-in option”.

On the other hand, the "lock-out option" pays the fixed amount on expiration date only if the market value of the underlying
instrument does not reach the "barrier” during a specified period.

Risk note: The writer of a payout option is liable to pay the fixed amount in full when the "barrier” is reached, irrespective
of whether and to what extent the option is "in-of-the-money" when it is exercised or on expiration date. Therefore the
amount due may be considerably higher for the writer, respectively much lower for the buyer, then the intrinsic value of the
option.

Asian options

In the case of an Asian option, the market value of the underlying instrument is recorded at regular intervals during a
specified period. The average value thus assessed is used to determine the value of the underlying instrument of an
"average -rate option" or the strike price of an "average-strike option".

Risk note: As a consequence of applying the average value of an "average-rate option", the value of the option on
expiration date may be considerably lower for the buyer, respectively higher for the writer, than the difference between the
strike price and the market value on expiration date.

In relation to the strike price observed at the outset, the strike price determined in the case of an "average-strike option™
may be significantly higher for the buyer of a call option, respectively lower for the buyer of a put option, however it may be
considerably lower for the writer of a call option, respectively higher for the writer of a put option.

Lookback options

In the case of a lookback option, the market value of the underlying instrument is recorded at regular intervals during a
specified period.

In the case of a "strike-lookback option”, the lowest market value is used as the strike price for a call option and the highest
market value is used as the strike price of a put option.

In the case of a "prize-lookback option", the strike price remains unchanged, however the top rate is used for the valuation
of the underlying instrument of a call option and the bottom rate is used for the valuation of the underlying instrument of a
put option.

Risk note: The assessed strike price as well as the assessed value of the underlying instrument of a lookback option may
deviate substantially from the actual values on expiration date. The writer of the above options must be aware that the
applicable strike price or market value is invariably the least advantageous for him/her.

Contingent options



In the case of contingent options, the premium becomes due only if the market value of the underlying instrument reaches
the strike price during the life of the option (American options) or on expiration date (European options).

Risk note: The buyer of a European contingent option must consider that the premium will become due in full on
expiration date, although the option may be only just "at-of-the-money" or minimally "in-of-the-money".

Cliquet and ladder options

In the case of a cliquet option (also "ralchet option™), at certain, usually regular, intervals, the strike price for the following
period is adjusted to the current market value of the underlying instrument, any intrinsic value of the option is recorded and
accumulated during the life of the option.

The ladder option differs from the cliquet option in that the adjustment is not affected periodically but whenever the
underlying instrument reaches specific market values. As a rule, only the highest intrinsic value is recorded (the "lock-in"), in
rare cases all recorded intrinsic values are accumulated.

Risk note: The writer of a cliquet option owes the total accumulated "lock-in" amount in addition to any intrinsic value of
the option on expiration date. The writer of a ladder option owes the respective highest "lock-in" amount in addition to any
intrinsic value of the option on expiration date. The writer may therefore owe an amount considerably higher than just the
intrinsic value of the option on expiration date.

4.3.2 Options on several underlying instruments

Spread and outperformance options

Both options are based on two underlying instruments. The valuation of the spread option is based on the absolute
difference in performance between the underlying instruments, whereas the valuation of the outperformance option is based
on the relative difference between the underlying instruments in percentage terms.

Risk note: Despite a positive performance of both underlying instruments, the performance difference between the
underlying instruments may be equal or lower in absolute as well relative terms, thus having a negative impact on the value
of both types of this option.

4.3.3 Options on several underlying instruments

Compound options

The underlying instrument of a compound option is another option; i.e. compound options are call options on call or put
options, as well as put options on call or put options.

Risk note: Compound options may have a strong leverage effect. The writer of a compound option must be aware that
his/her liability may soar high very quickly.



QUEBEC DISCLOSURE DOCUMENT FOR RECOGNIZED MARKET OPTIONS

No securities commission or similar authority in Canada has in any way passed upon the merits of options
referred to herein and any representation to the contrary is an offence. This document contains condensed
information respecting the options referred to herein. Additional information may be obtained from your
dealer.

A high degree of risk may be involved in the purchase and sale of options, depending to a large measure
on how and why options are used. Options may not be suitable for every investor. See "Risks in options
trading” and "Additional information".

Introduction

This disclosure statement sets forth general information relevant to the purchase and sale of put and call
options traded on a recognized market and cleared through a clearing corporation. Information concerning
the underlying interests on which options are traded, the terms and conditions of these options, the
recognized markets on which they trade and the applicable clearing corporations may be obtained from
your dealer. Information on investment strategies and possible uses of options may also be obtained from
your dealer.

This disclosure statement refers only to options and clearing corporations which have been recognized or
qualified for purposes of this disclosure statement by provincial securities administrators where required.
The options discussed herein trade on markets which, for the purposes of this disclosure statement only,
are referred to as "recognized markets".

Nature of an option

An option is a contract entered into on a recognized market between a seller (sometimes known as a
writer) and a purchaser where all the terms and conditions of the contract (called the "specifications"),
other than the consideration (called the "premium™) for the option are standardized and predetermined by
the recognized market. The premium, paid by the purchaser to the seller is determined in the market on
the basis of supply and demand, reflecting such factors as the duration of the option, the difference
between the exercise price of the option and the market price of the underlying interest, the price volatility
and other characteristics of the underlying interest.

There are two types of options: calls and puts. A call gives the purchaser a right to buy, and a put the right
to sell, a specific underlying interest at a stated exercise price and within a specified period of time or on a
specific date. An option subjects the seller to an obligation to honour the right granted to the purchaser if
exercised by the purchaser. Underlying interests can be shares of a specific corporation, bonds, notes,
bills, certificates of deposit, commaodities, foreign currency, the cash value of an interest in a stock index
or any other interest provided for in the specifications.

An option transaction is entered into on a recognized market by a purchaser and a seller represented by
their respective dealers. When the transaction is concluded it is cleared by a clearing corporation affiliated
with the recognized market on which the option is traded. When an option transaction is cleared by the
clearing corporation it is divided into two contracts with the clearing corporation becoming the seller to
the purchaser in the transaction and the purchaser to the seller. Thus on every outstanding option, the
purchaser may exercise the option against the clearing corporation and the seller may be called upon to
perform his obligation through exercise of the option by the clearing corporation.

Options may also be classified according to delivery requirements: actual delivery and cash delivery. An
actual delivery requires the physical delivery of the underlying interest if the option is exercised. A cash
delivery option requires a cash payment of the difference between the aggregate exercise price and the
value of the underlying interest at a specified time prior or subsequent to the time the option is exercised.



Options are issued in series designated by an expiration month, an exercise price, an underlying interest
and a unit of trading. At the time trading is introduced in options with a new expiration month, the
recognized market on which the option is traded establishes exercise prices that reflect the current spot
prices of the underlying interest. Generally, three series of options are introduced with exercise prices at,
below and above the current spot price. When the spot price of the underlying interest moves, additional
options may be added with different exercise prices. Options having the same underlying interest and
expiration month, but having different exercise prices, may trade at the same time.

Specifications of options

Specifications of options are fixed by the recognized market on which they are traded. These
specifications may include such items as trading units, exercise prices, expiration dates, last day of
trading, and the time for determining settlement values.

An option may be bought or sold only on the recognized market on which the option is traded. The
recognized market and the clearing corporation may each impose restrictions on certain types of
transactions, and under certain circumstances may modify the specifications of outstanding options. In
addition, a recognized market or a clearing corporation may limit the number of options which may be
held by an investor and may limit the exercise of options under prescribed circumstances.

Exercising options

An option may have either an American style exercise or European style exercise irrespective of where
the recognized market is located. An American style option can be exercised by the purchaser at any time
before the expiration. To do this, the purchaser notifies the dealer through whom the option was
purchased. A purchaser should ascertain in advance from his dealer the latest date on which he may give
such notice to his dealer. An European style option may only be exercised by the purchaser on a specified
date. Upon receiving an exercise notice from the purchaser's dealer, the clearing corporation assigns it to a
member which may re-assign to it a client on a random or other predetermined selection basis.

Upon assignment, the seller must make delivery of (in the case of a call) or take delivery of and pay for
(in the case of a put) the underlying interest. In the case of a cash delivery option, the seller must, in lieu
delivery, pay the positive difference between the aggregate exercise price and the settlement value of the
underlying interest (in the case of both a call and a put).

A purchaser of an option which expires loses the premium paid for the option and his transaction costs.
The seller of an option which expires will have as his gain the premium received for the option less his
transaction costs.

Trading of options

Each recognized market permits secondary market trading of its options. This enables purchasers and
sellers of options to close out their positions by offsetting sales and purchases. By selling an option with
the same terms as the one purchased, or buying an option with the same terms as the one sold, an investor
can liquidate his position (called an "offsetting transaction™). Offsetting transactions must be made prior
to expiration of an option or by a specified date prior to expiration. Offsetting transactions must be
effected through the broker through whom the option was initially sold or purchased.

Price movements in the underlying interest of an option will generally be reflected to some extent in the
secondary market value of the option and the purchaser who wishes to realize a profit will have to sell or
exercise his option during the life of the option or on the specified date for exercise, as the case may be.

Costs of options trading
Margin requirements

Prior to trading options, a seller must deposit with his dealer cash or securities as collateral (called
"margin™) for the obligation to buy (in the case of a put) or sell (in the case of a call) the underlying



interest if the option should be exercised. Minimum margin rates are set by the recognized market on
which the option trades. Higher rates of margin may be required by the seller's dealer.

Margin requirements of various recognized markets may differ. In addition, they are subject to change at
any time and such changes may apply retroactively to options positions previously established.

Commission charges

Commissions are charged by dealers on the purchase or sale of options as well as on the exercise of
options and the delivery of underlying interests.

Risks in options trading

Options can be employed to serve a number of investment strategies including those concerning
investments in or related to underlying interests. SOME STRATEGIES FOR BUYING AND SELLING
OPTIONS INVOLVE GREATER RISK THAN OTHERS.

The following is a brief summary of some of the risks connected with trading in options:

1. Because an option has a limited life, the purchaser runs the risk of losing his entire investment in a
relatively short period of time. If the price of the underlying interest does not rise above (in the case of a
call) or fall below (in the case of a put) the exercise price of the option plus premium and transaction costs
during the life of the option, or by the specified date for exercise, as the case may be, the option may be of
little or no value and if allowed to expire will be worthless.

2. The seller of a call who does not own the underlying interest is subject to a risk of loss should the price
of the underlying interest increase. If the call is exercised and the seller is required to purchase the
underlying interest at a market price above the exercise price in order to make delivery, he will suffer a
loss.

3. The seller of a put who does not have a corresponding short position (that is an obligation to deliver
what he does not own) in the underlying interest will suffer a loss if the price of the underlying interest
decreases below the exercise price, plus transaction costs minus the premium received. Under such
circumstances, the seller of the put will be required to purchase the underlying interest at a price above the
market price, with the result that any immediate sale will give rise to a loss.

4. The seller of a call who owns the underlying interest is subject to the full risk of his investment position
should the market price of the underlying interest decline during the life of the call, or by the specified
date for exercise, as the case may be, but will not share in any gain above the exercise price.

5. The seller of a put who has a corresponding short position in the underlying interest is subject to the
full risk of his investment position should the market price of the underlying interest rise during the life of
the put, or by the specified date for exercise, as the case may be, but will not share in any gain resulting
from a decrease in price below the exercise price.

6. Transactions for certain options may be carried out in a foreign currency. Accordingly, purchasers and
sellers of these options using Canadian dollars will by exposed to risks from fluctuations in the foreign
exchange market as well as to risks from fluctuations in the price of the underlying interest.

7. There can be no assurance that a liquid market will exist for a particular option to permit an offsetting
transaction. For example, there may be insufficient trading interest in the particular option; or trading
halts, suspensions or other restrictions may be imposed on the option or the underlying interest; or some
event may interrupt normal market operations; or a recognized market could for regulatory or other
reasons decide or be compelled to discontinue or restrict trading in the option. In such circumstances the
purchaser of the option would only have the alternative of exercising his option in order to realize any
profit, and the seller would be unable to terminate his obligation until the option expired or until he
performed his obligation upon being assigned an exercise notice.



8. The seller of an American style option has no control over when he might be assigned an exercise
notice. He should assume that an exercise notice will be assigned to him in circumstances where the seller
may incur a loss.

9. In unforeseen circumstances there may be a shortage of underlying interests available for delivery upon
exercise of actual delivery options, which could increase the cost of or make impossible the acquisition of
the underlying interests and cause the clearing corporation to impose special exercise settlement
procedures.

10. In addition to the risks described above which apply generally to the buying and selling of options,
there are timing risks unique to options that are settled by the payment of cash.

The exercise of options settled in cash results in a cash payment from the seller to the purchaser based on
the difference between the exercise price of the option and the settlement value. The settlement value is
based on the value of the underlying interest at a specified point in time determined by the rules of the
recognized market. This specified point in time could vary with the option. For example, the specified
point in time could be the time for establishing the closing value of the underlying interest on the day of
exercise or in the case of some options based on a stock index the time for establishing the value of the
underlying interest which is based on the opening prices of constituent stocks on the day following the
last day of trading. Options for which the settlement value is based on opening prices may not, unless the
applicable recognized market announces a rule change to the contrary, trade on that day.

The settlement value for options, futures contracts and futures options may not be calculated in the same
manner even though each may be based on the same underlying interest.

Where the settlement value of a cash delivery option is determined after the exercise period, the purchaser
who exercises such option will suffer from any unfavourable change in the value of the underlying
interest from the time of his decision to exercise to the time settlement value is determined. With actual
delivery options, this risk can be covered by a complementary transaction in the actual market for the
underlying interest.

The seller of a cash delivery option is not informed that he has been assigned an exercise notice until the
business day following exercise, at the earliest, and the seller will suffer from any unfavourable change in
the value of the underlying interest from the time of determination of the settlement value to the time he
learns that he has been assigned. Unlike the seller of an actual delivery option, the seller of a cash delivery
option cannot satisfy his assignment obligations by delivery of the lower valued underlying interest, but
must pay cash in an amount determined by the settlement value.

The type of risk discussed above makes spreads and other complex option strategies involving cash
delivery options substantially more risky than similar strategies involving actual delivery options.

Tax consequences

The income tax consequences of trading in options are dependent upon the nature of the business
activities of the investor and the transaction in question. Investors are urged to consult their own
professional advisers to determine the consequences applicable to their particular circumstances.

Additional information
Before buying or selling an option an investor should discuss with his dealer:
his investment needs and objectives;
the risks he is prepared to take;
the specifications of options he may wish to trade;
commission rates;
margin requirements;



any other matter of possible concern.

Specifications for each option are available on request from your dealer and from the recognized market
on which the option is traded. Should there be any difference in interpretation between this document and
the specifications for a given option, the specifications shall prevail.

SCHEDULE 3
DISCLOSURE STATEMENT FOR EXCHANGE-TRADED COMMODITY FUTURES OPTIONS

No securities commission or similar authority in Canada has in any way passed upon the merits of
Options referred to herein and any representation to the contrary is an offence. This document contains
condensed information respecting the Options referred to herein. Additional information may be obtained
from your broker.

Disclosure statement for exchange-traded commodity futures options

A high degree of risk may be involved in the purchase and sale of Options, depending to a large measure
on how and why Options are used. Options may not be suitable for every Investor. See "Certain Risks
factors” and "*Additional Information™.

Name and address of broker: Interactive Brokers Canada Inc.
1800 McGill College Avenue Suite
2106
Montreal, Quebec H3A 3J6,
Canada

SUMMARY DISCLOSURE STATEMENT WITH RESPECT TO EXCHANGE-TRADED
COMMODITY FUTURES OPTIONS

Part |
Introduction

This Summary Disclosure Statement describes in general terms the nature, the requirements for and the
risks involved in the purchase or sale of Commodity Futures Options in transactions on a Commaodity
Futures Exchange, which transactions are cleared through the facilities of the appropriate clearing house.

Generally, a Commaodity Futures Option (option) is a contract which gives the Holder or Purchaser, for a
consideration, the right to buy or sell a specific futures contract (the "Underlying Futures Contract") at a
stated Exercise Price and within a specified period of time. The consideration is the Premium that is paid
for the purchase and sale of an option, and this Premium is determined by agreement of the parties in a
transaction on the floor of a Commodity Futures Exchange. The Premium is paid by the Purchaser
("Holder™) and is received by the Seller ("Writer") of an option. No portion of the Premium is retained by
the exchange on which the option transaction is executed nor by the clearing house through whose
facilities the transaction is cleared. In addition, buyers and sellers of options pay transaction costs, which
may include commissions, fees and other charges that may be incurred in connection with each option
transaction.

Before you trade commaodity futures options, you should carefully read this statement. This is important
because of the particular risks involved.

If you plan to buy a commodity futures option, you should realize that you will pay both a premium and a
commission. The premium compensates the seller or writer of the option for the risks he assumes; the
commission compensates the dealer who handles the transaction for you. Accordingly, if you are to avoid
a loss, the price of the underlying futures contract must - before the expiry of the option - rise above or
fall below the exercise price, as the case may be, sufficiently to absorb both the premium and the
commission.



If you plan to sell a commodity futures option, you should realize that you will be obligated to buy or sell
the underlying futures contract should the purchaser decide to exercise the option. If you write an option
and you do not have a corresponding long or short position in the underlying futures contract, there is no
limit to your possible loss, which is determined entirely by the amount of the rise or decline in the price of
the underlying futures contract.

No securities commission or similar authority in Canada has in any way passed upon the merits of
commodity futures options described herein and any representation to the contrary is an offence.

This is not the only part of this Disclosure Statement that is important. You should study carefully Part 11
of this Disclosure Statement and ask any questions about it that may not be clear to you before you enter
your first transaction.

Part 11
Description of commodity futures options trading
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Glossary of terms

1. Commodity Futures Exchange: an Association or organization, whether incorporated or otherwise,
operated for the purpose of providing the physical facilities necessary for the trading of commaodity
futures contracts or commodity futures options.

2. Exchange-Traded Commodity Futures Options: the Commodity Futures Options discussed in this
Disclosure Statement are Call Options and Put Options ("Calls™ and "Puts" ) which are traded on one or
more Commodity Futures Exchanges. Each Exchange-Traded Options is distinguished by the Underlying
Futures Contract, Exercise Price, Expiration Date and whether the option is a Call or a Put.

(a) Call option: a contract which gives the Holder the right to buy and the Writer the obligation to sell the
Underlying Futures Contract at a stated Exercise Price on or before the Expiration Date of the option.

(b) Put Option: a contract which gives the Holder the right to sell and the Writer the obligation to buy the
Underlying Futures Contract at a stated Exercise Price on or before the Expiration Date of the option.

(c) Underlying Futures Contract: the Commodity Futures Contract, traded on a Commodity Futures
Exchange, which may be purchased or sold upon exercise of a Commodity Futures Option.

(d) Exercise Price: the stated price at which the Holder may purchase from or sell to the Writer the
Underlying Futures Contract upon exercise of a Commaodity Futures Option. It is also referred to as the
""Strike Price".

(e) Premium: the amount agreed upon between the parties for the purchase and sale of a Commaodity



Futures Option.

(F) Expiration Date: the last day when a Commaodity Futures Option may be exercised by the Holder.

(g) Holder: the purchaser of a Call or Put Option. He is said to have a long position.(h) Writer: The seller
of a Call or Put Option. He is said to have a short position. 3. Type of Option: a Call or a Put Option.

4. Class of Options: all Commodity Futures Options of the same type having the same Underlying
Futures Contract.

5. Series of Options: all Commodity Futures Options of the same class having the same Exercise Price
and Expiration Date.

6. Long Position: to have a long position with respect to a Commodity Futures Option means to have the
right to exercise the option on or before the Expiration Date. To have a long position with respect to an
Underlying Futures Contract means to be under an obligation to take delivery of the underlying
commodity.

7. Short Position: to have a short position with respect to a Commodity Futures Option means to be
under an obligation to buy or sell the underlying Futures Contract upon exercise of the option. To have a
short position with respect to an Underlying Contract means to be under an obligation to make delivery of
the underlying commodity.

8. Types of Option Transactions:

(a) Opening Purchase Transaction: a transaction in which a person purchases a Commodity Futures
Option and thereby initiates or increases a long position.

(b) Opening Sale Transaction: a transaction in which a person sells or writes a Commaodity Futures
Option and thereby initiates or increases a short position.

(c) Closing Purchase Transaction: a transaction in which a person with a short option position liquidates
the position by buying an option of the same series as the option previously sold or written. Such a
transaction is also referred to as an "Offsetting Transaction™.

(d) Closing Sale Transaction: a transaction in which a person with a long position liquidates the position
by selling an option of the same series as the option previously purchased. Such a transaction is also
referred to as an "Offsetting transaction.

Nature of Commodity Futures Options

When you trade a Commodity Futures Option (option), you are entering into an agreement whereby you
acquire the right (if you are a Holder) or the obligation (if you are a Writer) to buy or sell the Underlying
Futures Contract at a stated Exercise Price on or before a specified Expiration Date. The Holder of the
option pays a consideration called "Premium" to acquire the right, whereas the Writer of the option
receives the Premium as compensation for undertaking the obligation.

There are two types of options - the Call Option and the Put Option. A Call Option gives the Holder the
right to buy and the Writer the obligation to sell the Underlying Futures Contract. A Put Option on the
other hand gives the Holder the right to sell and the Writer the obligation to buy the Underlying Futures
Contract.

With the exception of the Premium, all the other terms of Commaodity Futures Options are standardized
and determined by the Commaodity Futures.

Exchange on which they are traded, particularly the Exercise price and Expiration Date. The Premium is
not fixed and is determined on an exchange's auction market on the basis of supply and demand,
reflecting such factors as the duration of the option, the difference between the Exercise Price of the
option and the market price of the Underlying Futures Contract, and the price volatility and other
characteristics of the Underlying Futures Contract.

As the Holder of an option, you may exercise your right to buy or sell the Underlying Futures Contract at
any time before the Expiration Date of the option. If you exercise a Call Option, you will buy the



Underlying Futures Contract, thereby assuming a long position in the futures contract market. If you
exercise a Put Option, you will sell the Underlying Futures Contract, thereby assuming a short position in
the futures contract market.

As the Writer of an option, you may be assigned an exercise notice at any time prior to the Expiration
Date of the option, in which event you will be obligated to buy or sell the Underlying Futures Contract. If
the exercise notice involves a Call Option that you have written, you will be required to sell the
Underlying Futures Contract, thereby assuming a short position in the futures contract market. If the
exercise notice involves a Put Option that you have written, you will be required to buy the Underlying
Futures contract, thereby assuming a long position in the futures contract market.

Whether you are a Holder or a Writer of an option, if as a result of an exercise of the option you assume a
position in the Underlying Futures Contract, you will be subject to the margin requirements for and all of
the risks associated with futures contract trading. Before you trade Commodity Futures Options,
therefore, you should understand the procedures for and the consequences resulting from the exercise of
an option. These are described in more detail under "Exercising Commodity Futures Options".

The Holder of an option is not obligated to exercise his option if it is not profitable for him to do so, in
which case the option expires worthless and he loses the Premium he paid for it. If the Holder does not
exercise his option, the Writer's obligation under the option ceases upon the expiry of the option, and he
profits from the transaction because he retains the premium paid by the Holder.

Instead of exercising his option, however, the Holder may choose to offset his position prior to the
Expiration Date of the option if it is profitable for him to do so. He can do this by executing a closing sale
transaction. The Writer of an option may avoid his obligation by offsetting his position at any time prior
to the expiry of the option. He can do this by executing a closing purchase transaction. Thus, the Holder
of a Call Option may liquidate his position by selling a Call Option of the same series as the one
previously purchased, whereas the Writer of a Call Option offsets his position by buying a Call Option of
the same series as the one previously sold. The Holder of a Put Option liquidates his position by selling a
Put Option of the same series as the one previously purchased, whereas the Writer of a Put Option offsets
his position by buying a Put Option of the same series as the one previously sold.

Although Commaodity Futures Options trading has this offsetting feature which can, in some way, limit
the risks of trading options, there may be certain circumstances under which it may not be possible for
you to offset your option position. These situations and their possible adverse effects are described under
"Mechanics of Commodity Futures Options Trading".

Certain Risk Factors

Commodity Futures Options are speculative. Consequently, only risk capital should be used to trade them.
Before a person purchases or writes an option, he should inform himself of the risks involved and should
determine whether such a transaction is appropriate for him in light of his financial situation and
investment objectives.

Since the value of a Commodity Futures Option depends largely upon the likelihood of favourable price
movements in the Underlying Futures Contract in relation to the Exercise Price during the life of the
option, historical price and volume information concerning the Underlying Futures Contract may be
significant in evaluating the risks of an option transaction. Historical price and volume information are
available through various financial publications and in the financial press. Notwithstanding the
availability of such information, however, specific market movements in the price of the Underlying
Futures Contract cannot be accurately predicted.

Some of the risks involved in trading Commodity Futures Options are summarized below:

1. The purchaser of a Call or Put option runs the risk of losing his entire investment - that is, the Premium
paid for the option plus all transaction costs - in a relatively short period of time.



With respect to the purchase of a Call Option, should the market price of the Underlying Futures Contract
not rise above the Exercise Price, the Call Option becomes entirely unprofitable at its expiration.
Furthermore, if for some reason the Call Option cannot subsequently be sold on an exchange (see
"Mechanics of Commodity Futures Options Trading"), the value of the Underlying Futures Contract
must move sufficiently above the Exercise Price to cover the Premium and transaction costs in order that
the option can be exercised at a profit. The risk of purchasing a Call Option is particularly great where the
Exercise Price is considerably above the market price of the Underlying Futures Contract, or where the
option is approaching its Expiration Date. In these circumstances, there is less likelihood of the Call
Option increasing in value so as to make it profitable for the Holder to exercise the option or effect an
offsetting transaction. Anyone purchasing such a Call Option must expect to lose the amount paid for it
and related transaction costs.

With respect to the purchase of a Put Option, should the market price of the Underlying Futures Contract
not decline below the Exercise Price, the Put Option becomes entirely unprofitable at its expiration.
Furthermore, if for some reason the Put Option cannot subsequently be sold on an exchange (see
"Mechanics of Commodity Futures Options Trading") the value of the Underlying Futures Contract
must move sufficiently below the Exercise Price to cover the Premium and transaction costs in order that
the option can be exercised at a profit. The risk of purchasing a Put Option is particularly great where the
Exercise Price is considerably below the market price of the Underlying Futures Contract, or where the
option is approaching its Expiration Date. In these circumstances, there is less likelihood of the Put
Option increasing in value so as to make it profitable for the Holder to exercise the option or effect an
offsetting transaction. Anyone purchasing such a Put Option must expect to lose the amount paid for it
and related transaction costs.

Accordingly, you should not commit any amount of money to the purchase of Calls or Puts unless you are
able to withstand the loss of the entire amount so committed.

2. The Writer of a Call Option who does not have a long position in the Underlying Futures Contract is
subject to a risk of loss should the price of the Underlying Futures Contract increase.

He may be required to sell the Underlying Futures Contract at an Exercise Price which could be less than
the price he must pay to acquire the Underlying Futures Contract.

This type of Call Option writing is extremely risky, and a person engaging in such Call Option
transactions could incur large losses. Therefore, only sophisticated investors having substantial capital
should engage in this type of transaction. Even such persons must expect to incur substantial losses in
many of these Call writing transactions.

3. The Writer of a Call Option who has a long position in the Underlying Futures Contract deliverable
upon exercise of the option is subject to the full risk of his underlying position in case of a decline in the
price of the Underlying Futures Contract, although he has limited protection against such risk to the extent
of the Premium received in writing the Call Option. In exchange for the Premium, however, and as long
as he remains the Writer of a Call Option, he gives up the opportunity for gain resulting from an increase
in the price of the Underlying Futures Contract above the Exercise Price because of the likelihood that the
Call Option will be exercised by the Holder.

4. The Writer of a Put Option who does not have a short position in the Underlying Futures Contract is
subject to risk of loss should the price of the Underlying Futures Contract decline. He may be required to
buy the Underlying Futures Contract at an Exercise Price which could be more than the market price of
the Underlying Futures Contract.

This type of Put Option writing is extremely risky, and a person engaging in such Put Option transactions
could incur large losses. Therefore, only sophisticated investors having substantial capital should engage
in this type of transaction. Even such persons must expect to incur substantial losses in many of these Put
writing transactions.



5. The Writer of a Put Option who has a short position in the Underlying Futures Contract is subject to the
full risk of his underlying position in case of a rise in the price of the Underlying Futures Contract,
although he has limited protection against such risk to the extent of the Premium received in writing the
Put Option. In exchange for the Premium, however, and as long as he remains the Writer of a Put Option,
he gives up the opportunity for gain resulting from a decline in the market price of the Underlying Futures
Contract because of the likelihood that the Put Option will be exercised by the Holder.

It should be emphasized that the Writer of a Call or Put Option has no control over when he might be
required to respond to an exercise notice. Indeed, he must assume that he may be assigned an exercise
notice at any time when the exercise of a Call or Put Option is advantageous to the Holder and that in
such circumstances the Writer may incur a loss.

The risks of Commaodity Futures Options transactions described above may be moderated to the extent
that a market in particular options is available on a Commodity Futures Exchange. This permits Holders
and Writers in the appropriate circumstances to limit their losses by closing out or offsetting their
positions prior to the time trading in these options ceases. Remember, however, that an offset market may
not exist for a particular option under certain circumstances. This possibility should always be taken into
account in considering the risks of Commodity Futures Options trading.

Mechanics of Commodity Futures Options Trading

The rules of the Commodity Futures Exchange on which a Commodity Futures Option is listed govern the
trading of such option. Under such rules, options can be bought and sold only on the trading floor of the
exchange. Furthermore, the trading mechanisms established by such rules are designed to provide for
competitive execution of buy and sell orders, and to make available to buyers and sellers a continuous
market in which an option purchased can later be sold or an option sold can later be liquidated by an
offsetting purchase.

Although each exchange's trading mechanisms are designed to provide market liquidity for the options
traded on that exchange, it must be recognized that there can be no assurance that a liquid offset market
on the exchange will exist for any particular option, or at any particular time, and for some options, no
offset market on that exchange may exist at all. The following are among the reasons why it may be
impossible to offset an option position: (i) there may be insufficient trading interest in certain options; (ii)
the exchange may have imposed restrictions on certain options; (iii) trading halts, suspensions or other
restrictions may be imposed; (iv) unusual or unforeseen circumstances may interrupt normal exchange
operations; (v) one or more exchanges could, for regulatory of other reasons, decide or be compelled at
some future date to discontinue or restrict trading of options. In such circumstances, offsetting trades
cannot be made although existing options will continue to be exercisable in accordance with their terms.

In any of the foregoing events, it might not be possible to effect offsetting transactions in particular
options. Under those circumstances, the market price of the Underlying Futures Contract must either rise
above or fall below (as the case may be) the Exercise Price of the option by an amount in excess if the
Premium and other costs incurred in the purchase of the option in order for it to be profitable. But in order
for the Holder of an option to actually realize a profit, he would have to exercise the option, in which
event he would have to comply with the margin requirements for the Underlying Futures Contract. On the
other hand, the Writer of the option cannot do anything about his option position because he does not
have a right to exercise. His obligation under the option cannot be terminated until it expires and the
Holder has not exercised his right.

Exchanges may also have rules which limit the amount of price fluctuation for commodity futures
contracts and Commodity Futures Options during a single trading day. It should be emphasized, however,
that not all futures contracts and not all Commodity Futures Options are subject to such limits. For those
that are subject to daily limits, the limits may be removed at some point prior to the respective delivery



month or Expiration Date. For those that are not subject to daily limits, exchange rules may provide for
the imposition of limits under certain circumstances.

You should fully understand provisions relating to daily limits which are applicable to specific
Commodity Futures Options and their related Underlying Futures Contracts.

Where daily limits are in effect, they establish the maximum amount that the Premium for an option may
vary from the previous day's price. Once the daily limit has been reached in a particular option, no trades
may be made at a price beyond the limit. Positions in the option contracts can be opened or closed out
only if traders are willing to offset trades at or within the limit during the period for trading on such day.
The daily limit rule does not limit losses which might be suffered by a client, because it may prevent the
liquidation of unfavourable positions. Also, option prices may move the daily limit for several
consecutive trading days, thus preventing liquidation and subjecting a person with a Commodity Futures
Option position to possible substantial losses.

Margin Requirements

Margins with respect to Commodity Futures Options apply only to Writers of options. The Holders have
already paid a Premium in order to acquire the right to buy or sell the Underlying Futures Contract and,
since Holders do not need to maintain margins, they have no further financial obligation. Writers of
options, on the other hand, have accepted a Premium in return for taking on the obligation to buy or sell
the Underlying Futures Contract and, therefore, must maintain margins at rates set by the Commodity
Futures Exchange or at such higher rates as may be required by the dealer. In addition, Writers of options
may be required to pay additional margin in the event of adverse market movement.

The margin requirements of the various Commodity Futures Exchanges may differ significantly. In
addition, they are subject to change at any time, and such changes may even apply retroactively to options
positions previously established.

Before you consider selling or writing a Commaodity Futures Option, therefore, you should ask your
dealer for information on specific margin requirements and assure yourself that you have sufficient
available capital to meet increases in margin requirements, should such increases occur.

Exercising Commodity Futures Options

At any time on or before the Expiration Date of a Commodity Futures Option, the Holder may exercise
the option and assume a long position (in case of a Call Option) or a short position (in case of a Put
Option) in the Underlying Futures Contract at the stated Exercise price. In order to do so, the Holder
notifies his dealer who, in turn, deposits an exercise notice with the clearing house. The Holder of an
option should ascertain from his dealer what advance notice is required to enable the dealer to deposit the
required exercise notice with the clearing house on or before the Expiration Date. The clearing house
forwards this notice to a clearing member who has a short position in that particular option and who is
selected in accordance with clearing house rules. Such clearing member then selects, in accordance with
its own rules, a particular Writer who must then sell (in case of a Call Option) or buy (in case of a Put
Option) the Underlying Futures Contract. Both the Holder and the Writer of the option assume a long or
short position, as the case may be, in the underlying Futures Contract, and both will be subject to the
margin requirements for and all of the risks associated with futures contracts trading, unless they already
hold an opposite long or short position in the Underlying Futures Contract in which case there would be
an automatic offset.

Having acquired a position (whether long or short) in the Underlying Futures Contract, the Holder or the
Writer may become obligated to make or take delivery, as the case may be, of the commodity represented
thereby unless before the delivery month provided for in the futures contract, they elect to offset their
position by buying or selling the same futures contract with the same delivery month. In that event, they
will be obligated to pay their respective dealers a "round-turn™ commission. If, on the other hand, they



elect to make or take delivery of the underlying commodity, they may be required to pay additional costs
incidental to the delivery process. In the meantime, as long as the Holder or the Writer maintains his
position in the Underlying Futures Contract, he will be required to maintain margin deposit at rates set by
the Commodity Futures Exchange or at such higher rates as the dealer may require.

Expiration Date of Commodity Futures Options

The Expiration Date of a Commodity Futures Option is the last day on which the Holder can exercise his
option by purchasing (in case of a Call Option) or selling (in case of a Put Option) the Underlying Futures
Contract at the stated Exercise Price. If the Holder does not wish to exercise his option but believes that it
would be profitable for him to effect an offsetting transaction, he should advise his dealer well in advance
of the last trading day for that particular option so that the dealer will have sufficient time within which to
execute his order. Similarly, if the Writer believes that it would be profitable for him to effect an
offsetting transaction, he should give instructions to his dealer well ahead of the last trading day.

The last day of trading for a Commodity Futures Option is usually the date prior to the Expiration Date.
Both the last day of trading and the Expiration Date are indicated on the contract specifications for each
Commodity Futures Option, and they often vary among the different options. You should always inform
yourself about these terms of an option and, in particular, you should determine your dealer's policy with
respect to the cut-off date prior to the last day of trading for each option during which they would accept
orders to execute offsetting transactions. These cut-off dates are important, especially if you are
considering offsetting your option position at a time close to the Expiration Date. If you miss the cut-off
date established by your dealer, it might be extremely difficult for you to liquidate your position.

If the Holder chooses not to exercise his option or if, for some reason, he is unable to effect an offsetting
transaction, the option will lapse on the Expiration Date and the Holder loses his right under the option. In
that event, the Writer's obligation under the option is terminated.

Clearing

In order to assure the performance of obligations under Commodity Futures Options, traders on the
Commodity Futures Exchanges are required to use the facilities of the appropriate clearing house to which
all trades in options are reported daily following the close of each trading session and are marked to the
market for daily cash settlement. Members of the clearing house are also members of the corresponding
Commodity Futures Exchange, but not all members of the exchange are clearing members.

When an option trade has been cleared with the clearing house, the contractual ties between the original
Holder and the Writer of the option are severed. The clearing house becomes the principal liable to each
clearing member who is party to such trade. Clearing members are themselves contractually obligated to
the clearing house vis-a-vis the Holders or Writers they represent. Accordingly, the aggregate obligations
of the clearing house to clearing members who represent Holders of options are balanced by the aggregate
obligations which clearing members who represent Writers of options owe to the clearing house.

Currency

Whether you plan to buy or sell a Commodity Futures Option, you should realize that some transactions
are carried out in foreign currencies. Accordingly, if you are using Canadian Dollars in your transactions,
you are exposed to the risks arising from the price fluctuations of foreign currencies in the foreign
exchange market.

Commission and other transaction costs

As the Holder of a Commodity Futures Option, in addition to the Premium that you pay for acquiring the
option, you will pay commission to the dealer who purchased the option for you. If you offset your
position through a closing sale transaction, you pay another commission. If you exercise your option and
assume an opening long (in case of a Call Option) or short (in case of a Put Option) position in the
Underlying Futures Contract, you will not be required to pay commission. However, when you



subsequently close out your position in the Underlying Futures Contract, then you will pay your dealer a
"round-turn™ commission.

As the Writer of a Commodity Futures Option, you only pay commission to the dealer who sold the
option for you. If you offset your position through a closing purchase transaction, you pay another
commission. If the option is exercised against you and you assume an opening short (in case of a Call
Option) or long (in case of a Put Option) position in the Underlying Futures Contract, you will not be
required to pay commission. However, when you subsequently close out your position in the Underlying
Futures Contract, you will then pay your dealer a "round-turn” commission.

Commission rates vary among different dealers. In addition, there may be other charges and fees involved
in each option transaction apart from the commission. You should ask your dealer about all the costs that

may be incurred in options transactions and take them into account in considering whether or not to trade

Commodity Futures Options.

Exchange and clearing house

The Commodity Futures Options described in this Disclosure Statement are traded on Commaodity Futures
Exchanges which are regulated by the appropriate government agency under whose jurisdiction they are
operating as such. Each exchange has its own Commodity Futures Option listed for trading on its auction
market by its own members. Each exchange has by-laws and rules that regulate the trading of its own
option for the maintenance of a fair and orderly market and for the protection of clients against fraudulent
or wrongful activities of its members. Such rules may establish position and exercise limits and reporting
requirements to prevent an imbalance in the market from arising. They may also require the broad
dissemination of price and volume information in order to keep the pub lie reasonably informed of trading
activities with respect to particular Commodity Futures Options. All these exchanges require compliance
with their by-laws and rules as a condition for membership or continuing membership.

Each exchange also has its own clearing corporation to which all trades in their respective Commaodity
Futures Options are reported daily and matched to ensure that for each option purchased, there is a
corresponding seller on the other side of the market. The clearing corporation facilitates settlement of
obligations arising from each option transaction. Each clearing corporation, therefore, has its own rules
designed for the orderly settlement of option trades.

The rules and regulations of the Exchange and their respective clearing houses vary from one another.
They may also be changed from time to time, and such changes may even be given retroactive effect.

Before you decide to trade Commodity Futures Options, you should ask your dealer about these matters
because they earl have a profound effect on your options transactions.

Contract specifications

Each Commodity Futures Exchange fixes the terms and conditions of its Commodity Futures Option.
These terms may include such items as trading units, permissible price fluctuations, exercise prices,
expiration dates, last day of trading, daily price limits, etc. Again, bear in mind that these terms vary
among the different Commodity Futures Options, and they may even be changed from time to time
without notice. You should study these specifications carefully before you decide to trade Commaodity
Futures Options.

Tax consequences

The income tax consequences of trading in Options are dependent upon the nature of the business
activities of the investor and the transaction in question. Investors are urged to consult their own
professional advisers to determine the consequences applicable to their particular circumstances.

Additional information
Before buying or selling an Option an investor should discuss with his broker:



his investment needs and objectives

the risks he is prepared to take

the specifications of Options he may wish to trade

commission rates

margin requirements

any other matter of possible concern.
Specifications for each Option are available on request from your broker and from the exchange on which
the Option is listed. Acknowledgment

Name of Dealer: Interactive Brokers Canada Inc.



RISK DISCLOSURE STATEMENT FOR FOREX TRADING AND IB MULTI-CURRENCY
ACCOUNTS

Rules of the U.S. National Futures Association ("NFA") require Interactive Brokers ("IB") to
provide you with the following Risk Disclosure Statement:

RISK DISCLOSURE STATEMENT

OFF-EXCHANGE FOREIGN CURRENCY ("FOREX") TRANSACTIONS INVOLVE THE LEVERAGED
TRADING OF CONTRACTS DENOMINATED IN FOREIGN CURRENCY CONDUCTED WITH A FUTURES
COMMISSION MERCHANT OR A RETAIL FOREIGN EXCHANGE DEALER AS YOUR COUNTERPARTY.
BECAUSE OF THE LEVERAGE AND THE OTHER RISKS DISCLOSED HERE, YOU CAN RAPIDLY LOSE
ALL OF THE FUNDS YOU DEPOSIT FOR SUCH TRADING AND YOU MAY LOSE MORE THAN YOU
DEPOSIT.

YOU SHOULD BE AWARE OF AND CAREFULLY CONSIDER THE FOLLOWING POINTS BEFORE
DETERMINING WHETHER SUCH TRADING IS APPROPRIATE FOR YOU.

(1) TRADING IS NOT ON A REGULATED MARKET OR EXCHANGE—YOUR DEALER IS YOUR
TRADING PARTNER WHICH IS A DIRECT CONFLICT OF INTEREST. BEFORE YOU ENGAGE IN ANY
RETAIL FOREIGN EXCHANGE TRADING, YOU SHOULD CONFIRM THE REGISTRATION STATUS OF
YOUR COUNTERPARTY.

The off-exchange foreign currency trading you are entering into is not conducted on an interbank
market, nor is it conducted on a futures exchange subject to regulation as a designated contract
market by the Commodity Futures Trading Commission ("CFTC"). The foreign currency trades you
transact are trades with the futures commission merchant or retail foreign exchange dealer as
your Counterparty. WHEN YOU SELL, THE DEALER IS THE BUYER. WHEN YOU BUY, THE DEALER
IS THE SELLER. As a result, when you lose money trading, your dealer is making money on such
trades, in addition to any fees, commissions, or spreads the dealer may charge.

(2) AN ELECTRONIC TRADING PLATFORM FOR RETAIL FOREIGN CURRENCY TRANSACTIONS IS
NOT AN EXCHANGE. IT IS AN ELECTRONIC CONNECTION FOR ACCESSING YOUR DEALER. THE
TERMS OF AVAILABILITY OF SUCH A PLATFORM ARE GOVERNED ONLY BY YOUR CONTRACT WITH
YOUR DEALER.

Any trading platform that you may use to enter off-exchange foreign currency transactions is only
connected to your futures commission merchant or retail foreign exchange dealer. You are
accessing that trading platform only to transact with your dealer. You are not trading with any
other entities or customers of the dealer by accessing such platform. The availability and
operation of any such platform, including the consequences of the unavailability of the trading
platform for any reason, is governed only by the terms of your account agreement with the
dealer.
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(3) YOUR DEPOSITS WITH THE DEALER HAVE NO REGULATORY PROTECTIONS.

All of your rights associated with your retail forex trading, including the manner and denomination
of any payments made to you, are governed by the contract terms established in your account
agreement with the futures commission merchant or retail foreign exchange dealer. Funds
deposited by you with a futures commission merchant or retail foreign exchange dealer for trading
off-exchange foreign currency transactions are not subject to the customer funds protections
provided to customers trading on a contract market that is designated by the CFTC. Your dealer
may commingle your funds with its own operating funds or use them for other purposes. In the
event your dealer becomes bankrupt, any funds the dealer is holding for you in addition to any
amounts owed to you resulting from trading, whether or not any assets are maintained in
separate deposit accounts by the dealer, may be treated as an unsecured creditor's claim.

(4) YOU ARE LIMITED TO YOUR DEALER TO OFFSET OR LIQUIDATE ANY TRADING POSITIONS
SINCE THE TRANSACTIONS ARE NOT MADE ON AN EXCHANGE OR MARKET, AND YOUR DEALER
MAY SET ITS OWN PRICES.

Your ability to close your transactions or offset positions is limited to what your dealer will offer to
you, as there is no other market for these transactions. Your dealer may offer any prices it
wishes, and it may offer prices derived from outside sources or not in its discretion. Your dealer
may establish its prices by offering spreads from third party prices, but it is under no obligation to
do so or to continue to do so. Your dealer may offer different prices to different customers at any
point in time on its own terms. The terms of your account agreement alone govern the obligations
your dealer has to you to offer prices and offer offset or liquidating transactions in your account
and make any payments to you. The prices offered by your dealer may or may not reflect prices
available elsewhere at any exchange, interbank, or other market for foreign currency.

(5) PAID SOLICITORS MAY HAVE UNDISCLOSED CONFLICTS

The futures commission merchant or retail foreign exchange dealer may compensate introducing
brokers for introducing your account in ways which are not disclosed to you. Such paid solicitors
are not required to have, and may not have, any special expertise in trading, and may have
conflicts of interest based on the method by which they are compensated. Solicitors working on
behalf of futures commission merchants and retail foreign exchange dealers are required to
register. You should confirm that they are, in fact registered. You should thoroughly investigate
the manner in which all such solicitors are compensated and be very cautious in granting any
person or entity authority to trade on your behalf. You should always consider obtaining dated
written confirmation of any information you are relying on from your dealer or a solicitor in
making any trading or account decisions.

FINALLY, YOU SHOULD THOROUGHLY INVESTIGATE ANY STATEMENTS BY ANY DEALERS OR
SALES REPRESENTATIVES WHICH MINIMIZE THE IMPORTANCE OF, OR CONTRADICT, ANY OF
THE TERMS OF THIS RISK DISCLOSURE. SUCH STATEMENTS MAY INDICATE POTENTIAL SALES
FRAUD.

THIS BRIEF STATEMENT CANNOT, OF COURSE, DISCLOSE ALL THE RISKS AND OTHER ASPECTS
OF TRADING OFF-EXCHANGE FOREIGN CURRENCY TRANSACTIONS WITH A FUTURES
COMMISSION MERCHANT OR RETAIL FOREIGN EXCHANGE DEALER.

PERFORMANCE OF INTERACTIVE BROKERS RETAIL CUSTOMER FOREX ACCOUNTS FOR
THE PAST FOUR CALENDAR QUARTERS:
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The table below sets forth the percentage of non-discretionary retail forex customer accounts
maintained by Interactive Brokers LLC that were profitable and unprofitable for the past four
calendar quarters. The accounts were identified and these statistics were calculated according to
the definitions and interpretations set forth by the CFTC and NFAL.

PERCENTAGE OF

PERCENTAGE OF

TIME PERIOD NA%"(':'SSETOSF PROFITABLE UNPROFITABLE
ACCOUNTS ACCOUNTS
04 2012 10599 45.25% 54.75%
03 2012 11115 44.6% 55.4%
02 2012 10399 42.3% 57.7%
01 2012 49286 41.4% 58.6%

PAST PERFORMANCE IS NOT NECESSARILY INDICATIVE OF FUTURE RESULTS.

www.interactivebrokers.com

Page 3/6




FURTHER INFORMATION PROVIDED BY INTERACTIVE BROKERS:

A. Overview: Interactive Brokers Multi-Currency enabled accounts allow IB Customers to trade
investment products denominated in different currencies using a single IB account denominated in
a "base" currency of the customer's choosing. IB Customers can also use their Multi-Currency
enabled accounts to conduct foreign exchange transactions in order to manage credits or debits
generated by foreign securities, options or futures trading, to convert such credits or debits back
into the Customer's base currency, or to hedge or speculate. IB foreign exchange transactions
offered to retail customers are forex spot transactions.

B. Nature of Your Account and Whether SIPC Covers Foreign Currency: Foreign currency
trading at Interactive Brokers takes place in a securities account. Your IB securities account is

governed by rules of the U.S. Securities and Exchange Commission ("SEC") and the Financial
Industry Regulatory Authority. In addition, IB observes the rules of the National Futures
Association in connection with foreign currency trading.

Interactive Brokers LLC is a member of the Securities Investor Protection Corporation ("SIPC").
SIPC protects cash and securities held with Interactive Brokers as specified in the Securities
Investor Protection Act. SIPC protects cash, including US dollars and foreign currency, to the
extent that the cash was deposited with Interactive Brokers for the purpose of purchasing
securities. Whether foreign currency in your IB account would be protected by SIPC would depend
in part on whether the cash was considered to be deposited with Interactive Brokers for the
purpose of purchasing securities. Interactive Brokers expects that at least one factor in deciding
this would be whether and the extent to which the customer engages in securities trading in
addition to or in conjunction with forex trading, but, as discussed in section 3 above, funds
deposited specifically for forex trading have no regulatory protections under NFA rules or CFTC
regulations. For further information, you must contact your own legal counsel or SIPC.

Customer money held in the securities account is subject to Securities Exchange Act Rule 15¢3-3
governing customer reserve requirements. Although relevant regulations only require computation
of the 15¢3-3 reserve requirement and associated segregation of customer funds to be performed
weekly, IB performs such calculations and segregation on a daily basis.

C. General Risk: Customer understands and acknowledges that buying and selling securities,
options, futures and other financial products that are denominated in foreign currencies or traded
on foreign markets is inherently risky and requires substantial knowledge and expertise.
Customers applying for Interactive Brokers Multi-Currency enabled accounts represent that they
are aware of and understand the risks involved in trading foreign securities, options, futures and
currencies and that they have sufficient financial resources to bear such risks.

D. Customer Responsibility for Investment Decisions: Customer acknowledges that IB

representatives are not authorized to provide investment, trading or tax advice and therefore will
not provide advice or guidance on trading or hedging strategies in the Multi-Currency enabled
account. Customers must evaluate carefully whether any particular transaction is appropriate for
them in light of their investment experience, financial objectives and needs, financial resources,
and other relevant circumstances and whether they have the operational resources in place to
monitor the associated risks and contractual obligations over the term of the transaction. In
making these assessments, IB strongly recommends that Customers obtain independent business,
legal, and accounting advice before entering into any transactions.

E. Exchange Rate Risk: Exchange rates between foreign currencies can change rapidly due to a
wide range of economic, political and other conditions, exposing the Customer to risk of exchange
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rate losses in addition to the inherent risk of loss from trading the underlying financial product. If
a Customer deposits funds in a currency to trade products denominated in a different currency,
Customer's gains or losses on the underlying investment therefore may be affected by changes in
the exchange rate between the currencies. If Customer is trading on margin, the impact of
currency fluctuation on Customer's gains or losses may be even greater.

F. Currency Fluctuation: When Customer uses the foreign exchange facility provided by IB to
purchase or sell foreign currency, fluctuation in currency exchange rates between the foreign
currency and the base currency could cause substantial losses to the Customer, including losses
when the Customer converts the foreign currency back into the base currency.

d CI1Q1] ' 1 A c [ C c ]
Customer enters into a foreign exchange transaction with IB, IB, as the counterparty to
Customer's trade, may effectuate that transaction by entering into an offsetting transaction with
one of IB's affiliates, with another customer that enters quotes into IB's system, or with a third
party bank (IB's "Forex Providers"). In such transactions, the Forex Provider is not acting in the
capacity of a financial adviser or fiduciary to Customer or to IB, but rather, is taking the other side
of IB's offsetting trade in an arm's length contractual transaction. Customer should be aware that
the Forex Provider may from time to time have substantial positions in, and may make a market
in or otherwise buy or sell instruments similar or economically related to, foreign currency
transactions entered into by Customer. IB's Forex Providers may also undertake proprietary
trading activities, including hedging transactions related to the initiation or termination of foreign
exchange transactions with IB, which may adversely affect the market price or other factors
underlying the foreign currency transaction entered into by Customer and consequently, the value
of such transaction.

H. Prices on the IB Forex Platforms: The prices quoted by IB to Customers for foreign
exchange transactions on IB's IdealPro platform will be determined based on Forex Provider
quotes and are not determined by a competitive auction as on an exchange market. Prices quoted
by IB for foreign currency exchange transactions therefore may not be the most competitive
prices available. For purposes of maintaining adequate scale and competitive spreads, a minimum
size is imposed on all IdealPro orders (USD $25,000 as of March 2012 but this is subject to
change at any time). Orders below the minimum size are considered odd lots and limit prices for
these odd lot-sized orders are not displayed through IdealPro. While odd lot marketable orders
are not likely to be executed at the interbank spreads afforded to IdealPro orders, they will
generally be executed at prices only slightly inferior (1-3 ticks). IB will charge transaction fees as
specified by IB for foreign currency exchange transactions. IB's Forex Providers will try to earn a
spread profit on transactions with IB (differential between the bid and ask prices quoted for
various currencies).

I. Price Slippage: Prices quoted on IB's system generally reflect the prices at which IB's Forex
Providers are willing to trade. Prices quoted on IB's system reflect changing market conditions and
therefore quotes can and do change rapidly. As such, when a Customer order is received and
processed by IB's system, the quote on IB's platform may be different from the quote displayed
when the order was sent by Customer. This change in price is commonly referred to as "slippage."
IB generally will not execute a Customer order at a certain price unless IB is able to trade at that
price against one of IB's Forex Providers.

If Customer sends an order for a forex transaction to IB's system but Customer's requested price
is no longer available and therefore the order is non-marketable, IB will not execute the order
then but will place it in IB's limit order book in accordance with Customer's time-in-force
instructions. Other customers can then trade against this order when it becomes the National Best
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Bid and Offer ("NBBO") or IB may execute the order if it becomes marketable based on prices
received from IB's Forex Providers.

If Customer sends an order for a forex transaction to IB's system and the current price is more
favorable for Customer than what Customer requested in the order, the order will generally be
executed at the available better price.

Although IB attempts to obtain the best price for Customer orders on forex transactions, because
of the inherent possibility of transmission delays between and among Customers, IB and Forex
Providers, or other technical issues, execution prices may be worse than the quotes displayed on
the IB platform.

J. Other Risks: There are other risks that relate to trading foreign investment products and
trading foreign currencies that cannot be described in detail in this document. Generally, however,
foreign securities, options, futures and currency transactions involve exposure to a combination of
the following risk factors: market risk, credit risk, settlement risk, liquidity risk, operational risk
and legal risk. For example, there can be serious market disruptions if economic or political or
other unforeseen events locally or overseas affect the market. Also, the settlement date of foreign
exchange trades can vary due to time zone differences and bank holidays. When trading across
foreign exchange markets, this may necessitate borrowing funds to settle foreign exchange
trades. The interest rate on borrowed funds must be considered when computing the cost of
trades across multiple markets. In addition to these types of risk there may be other factors such
as accounting and tax treatment issues that Customers should consider.

(1)Information regarding the performance of Interactive Brokers retail forex customers for the
past 5 years is available upon request.
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