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CIRCULAR
February 17, 2004

REQUEST FOR COMMENTS

MARGIN AND CAPITAL REQUIREMENTSFOR OPTIONS,
FUTURESCONTRACTSAND OTHER DERIVATIVE INSTRUMENTS

AMENDMENTSTO ARTICLES 7202, 7204A

ABROGATION OF ARTICLES 15511, 15611, 15711-12, 15761-62,
15851-52-53-54-55, 15875-76-77-78, 15911

ABROGATION OF SECTIONS 11201-11250; 11251-11265; 11280-11400;
11501-11600; 11601-11700; 11701-11800 OF RULE ELEVEN

ADDITION OF RULE NINE

Summary

The Rules and Policies Committee of Bourse de Montréal Inc. (the "Bourse") has approved
amendments to articles 7202, 7204A, the abrogation of articles 15511, 15611, 15711-12, 15761-62,
15851-52-53-54-55, 15875-76-77-78, 15911, the abrogation of sections 11201-11250; 11251-11265;
11280-11400; 11501-11600; 11601-11700; 11701-11800 of Rule Eleven, and the addition of Rule
Nine to the Rules and Policies Manual of the Bourse, which deal with margin and capital
requirements for options, futures contracts and other derivative instruments. The objective of the
proposed amendments is to simplify the current rules relating to margin and capital requirements for
equity and index-related derivatives, to broaden their application and to correct errors contained
therein. Another purpose of the proposed amendments is to make current rules that are available for
certain derivatives offset strategies held in approved participant accounts available to client accounts
aswell.

Processfor Changesto the Rules
Bourse de Montréal Inc. is recognized as a self-regulatory organization (SRO) by the Autorité des
marchés financiers (“the Autorit€’). In accordance with this recognition, the Bourse carries on

activities as an exchange and as a SRO in Québec. In its SRO capacity, the Bourse assumes market
regulation and broker-dealers regulation responsibilities. The broker-dealers regulated by the Bourse
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are its approved participants. The responsibility for regulating the market and the approved
participants of the Bourse comes under the Regulatory Division of the Bourse (“the Division"). The
Division carries on its activities as a distinct business unit separate from the other activities of the
Bourse.

The Division is under the authority of a Special Committee appointed by the Board of Directors of
the Bourse. The Special Committee is empowered to recommend to the Board of Directors the
approval or amendment of some aspects of the Rules and Policies of the Bourse governing approved
participants, anong which, the Rules and Policies relating to margin and capital requirements. The
Board of Directors has delegated to the Rules and Policies Committee of the Bourse its powers to
approve or amend these Rules and Policies with recommendation from the Special Committee.
These changes are submitted to the Autorité for approval.

Comments on the proposed amendments to articles 7202, 7204A, the abrogation of articles 15511,
15611, 15711-12, 15761-62, 15851-52-53-54-55, 15875-76-77-78, 15911, the abrogation of sections
11201-11250; 11251-11265; 11280-11400; 11501-11600; 11601-11700; 11701-11800 of Rule
Eleven, and the addition of Rule Nine to the Rules and Policies Manual of the Bourse must be
submitted within 30 days following the date of publication of the present notice in the bulletin of the
Autorité. Please submit your comments to:

Ms. Jodlle Saint-Arnault
Vice-Presdent, Legal Affairsand Secretary
Bourse de Montréal Inc.

Tour dela Bourse
P.O. Box 61, 800 Victoria Square
Montréal, Quebec H4Z 1A9
E-mail: legal @mx.ca

A copy of these comments shall also be forwarded to the Autorité to:

Ms. Anne-Marie Beaudoin
Director — Secretariat of L'Autorité
Autorité des marchésfinanciers
800 Victoria Square, 22" Floor
P.O. Box 246, Tour de la Bourse
Montréal (Quebec) H4Z 1G3
E-mail: consultation-en-cours@lautorite.ge.ca

Appendices

For your information, you will find in appendices an analysis document of the proposed rule
amendments as well as the proposed regulatory text. The implementation date of the proposed
amendments will be determined, if applicable, with the other Canadian self-regulatory organizations
following approval by the "Autorité des marchés financiers’.
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MARGIN AND CAPITAL REQUIREMENTS
FOR OPTIONS, FUTURES CONTRACTS
AND OTHER DERIVATIVE INSTRUMENTS

— AMENDMENTS TO ARTICLES 7202,
7204A

— ABROGATION OF ARTICLES 15511,
15611, 15711-12, 15761-62, 15851-
52-53-54-55, 15875-76-77-78,
15911

- ABROGATION OF SECTIONS
11201-11250; 11251-11265; 11280-
11400; 11501-11600; 11601-11700;
11701-11800 OF RULE ELEVEN

— ADDITION OF RULE NINE

I  OVERVIEW
A) Introduction

As part of a general review of Rule Eleven and
Rule Fifteen of Bourse de Montréa Inc. (the
“Bourse”), improvements to the capital and
margin rules for positions in and offsets
involving exchange traded derivatives have been
identified. These improvements include
simplifying, broadening the application of and
correcting known errors in the existing rules as
well as expanding the number of permissible
reduced margin offset strategies. These revised
margin and capital rules would be grouped
together under the new Rule Nine™

! The proposed Rule Nine is divided in three main
sections: (1) margin and capital requirements on equity-

APPENDIX A

B) Current Rules

The current rules for positions in and offsets
involving exchange traded derivatives set out
capital and margin requirements for individual
derivative positions and offset strategies
involving multiple derivatives positions. As a
result, these margin and capital requirements are
referred to as strategy-based rules i.e., they are
b on the calculated worst-case scenario
loss~ The current strategy-based rules have
been developed over the last couple of decades,
largely by staff at the Toronto Stock Exchange
("*TSX") and at the Bourse, as new exchange
traded derivative products have been introduced.
The last major revision to the Bourse rules
relating to derivatives, as set out in Rule Eleven
and Rule Fifteen, took place in September 1999,
when index derivative products were
introduced. However, these margin and capital
requirements were based on the rules for stock

related (and index) derivatives, (2) margin and capita
requirements on interest rate related derivatives and
(3) Over-the-counter options (see Attachment 1 for the
list of all articles forming the proposed Rule Nine). The
proposed amendments are dealing exclusively with the
first section, i.e., equity-related derivatives. The rules of
the other sections have not been modified, but only
rewritten to facilitate comprehension and to use a
consistent drafting language throughout Rule Nine.
Therefore, the references to derivative products made in
this analysis document are only for equity-related
derivatives. Also, because of the extent of this current
project, it has been deemed more convenient to present a
future project dealing with arevision of the rules regarding
the margin and capital requirements on interest rate related
derivatives. Moreover, a revison of the margin
requirements on interest rate cash products should begin
soon; a revision of the rules regarding margin and capital
requirements on interest rate related derivatives will then
be performed concurrently.

Although the Commission des valeurs mobilieres du
Québec approved (decision no. 2003-C-0021) the use of
SPAN and TIMS systems to determine capital
requirements on derivative products held by approved
participants, the Bourse must revise and improve
continuously the margin and capital strategy-based rules
so that approved participants and their clients not using
SPAN or TIMS are subject to fair margin and capital
requirements.

N
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options, which mostly have not been revised
since the mid-80's.

C) Thelssue

The issues identified with the current rules are
asfollows:

= therearecurrent rulesthat are only available
for certain derivative offset strategies held
in approved participant accounts that should
also be available to client accounts;

= the current rules are too product specific,
resulting in some instances, in rule
duplication and, in other instances, in rules
not being consistently available for similar
products;

= the drafting language used throughout the
rulesisinconsistent;

= the rules for specific offset strategies are
hard to find; and

= excess conservatism has been found in the
current rules for certain existing offset
strategies.

Each of these issues is discussed in more detail
in Section 1 of this analysis document.

D) Objective

The objectives of these amendments are to
simplify, broaden the application of and correct
known errors in the existing rules as well as
expand the number of permissible reduced
margin offset strategies.

E) Effect of Proposed Rules

The effect of these proposed amendments is
anticipated to be immaterial in terms of impact
on market structure, competitiveness of
approved participants versus other firms and
costs of compliance. The addition of Rule Nine
consists mostly of regulatory streamlining and

APPENDIX A

rule wording clarificationE.I Some of the
proposed amendments would make current rules
that are only available for certain derivative
offset strategies held in approved participant
accounts available to client accounts as well.
The cost of any systems change associated with
these proposed new client account offset
requirements is considered to be immaterial.

I DETAILED ANALYSIS
A) Current Rules

As mentioned previously, the current strategy-
based rules have been developed over the last
couple of decades. At the time these rules were
first introduced, strategy-based rules were
adopted as the preferred approach, largely to
address the most common trading strategies
employed by derivative traders. These strategy-
based rules set out the capital and margin
requirements for particular derivative positions
or offset dtrategies, based on their calculated
worst-case scenario loss, taking into account the
risk associated with the security underlying the
derivative position. Subsequently as new
products were introduced, additiona strategy-
based rules were devel oped.

The history of how the current rules were
developed is also a great contributor to the
issues with the current rules that have been
identified. The remainder of this section details
each of these issues.

« Some current rules that are only
available for certain derivative offset
strategies held in approved participant
accounts should also be available to client
accounts

There are many derivative offset strategies that
are available for approved participant account
use but not available for client account use. Itis

3 Articles of Rule Nine are mainly a clarification of former
articles 11201 through 11703.
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not known for sure why this is the case. It is
possible that there may have been at some time
a concern over the relative level of client
knowledge of derivatives. However, when
looking at the list of strategies where reduced
margin for a client position is currently being
denied, many of these strategies are the most
effective risk reduction strategies that are
available using derivatives. As a result, it was
concluded that it does not make sense to
prohibit client account use of offset strategies
that are currently available for approved
participant account use. For a complete list of
existing offset strategies that are proposed to be
made available in client accounts, see
Attachment 2.

e Thecurrent rulesaretoo product specific
resulting, in some instances, in rule
duplication and, in other instances, in
rules not being consistently available for
similar products

As stated above, as new derivative products
were introduced, a new set of strategy-based
offset requirements was normally added to the
rules. Thus, each time a new derivative product
was introduced, it led to significant duplication
of therules. Asan example, in the current rules
there are identical rules for margin and capital
requirements on S&P/TSX 60 Stock Index
options, S&P/TSX 60 Stock Index Participation
Units optiogs and S&P/ITSX Sectorial Stock
Index options= The current drafting of the rules
limits margin and capital requirements to
specific S&P/TSX index products and are not
applicable to other TSX index products or to
other index products such as those based on the
U.S. S&P 500 Index or the U.K. FTSE 100
Index. As a result, it was concluded that
specific derivative product rules should be
replaced with generic rules having a broader

4 Moreover, a new request to amend the rules should be
made regarding reduced margin and capital requirements
for offset strategies because of the new S&P/TSX
Sectoria Stock Index Participation Unit options launched
in April 2003.

APPENDIX A

application in order to both remove rule
redundancy and make a general rule available
for similar products that currently exist or may
be introduced in the future.

To complete these objectives, i.e, to eliminate
the specific references to the S&P/TSX and
remove the distinction between a stock index
and a sectorial stock index, proposed definitions
of “index” and “tracking error margin rate” are
set out in article 9001.

“Index” definition

The proposed article 9001 defines the term
“index” in the following manner:

means an equity index where:

i) the basket of equity securities underlying
the index is comprised of eight or more
securities;

ii) the weight of the single largest security
position in the basket of equity securities
underlying the index represents no more
than 35 percent of the overall market value
of the basket;

iii) the average market capitalization for each
security position in the basket of equity
securities underlying the index is at least
$50 million; and

iv) in the case of foreign equity indices, the
index is both listed and traded on an
exchange that meets the criteria for being
considered a recognized exchange, as set
out in the definition of “ regulated entities”
included in the General Notes and
Definitions of Policy C-3 of the Bourse.

The main objective of these criteria, in addition
to limit the discretionary power of the Bourse
regarding the selection of an underlying index
for a derivative product, is to ascertain that an
index will present some degree of
diversification and liquidity. It is essentia to
specify aminimal number of securities that must
underly an index because using only the
published sectorial indices could lead to
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situations where, for example, the S&P/TSX
Real Estate index would be considered an index
even though it is comprised of only two
securities. To avoid this situation, the proposed
definition requires that an index must be
comprised of at least eight securities. The other
criteria also provide a level of diversification
and liquidity for the index and can be easily
obtained for a domestic index and for a foreign
index aswell.

“tracking error margin rate”’ definition

The proposed article 9001 defines the term
“tracking error margin rate” in the following
manner:

means the last calculated regulatory
margin interval for the tracking error
resulting from a particular offset

strategy.

The margin interval is caculated using the
spread of the percentage changes between the
two positions making up the offset strategy.
Then, the maximum standard deviation of the
spreads over the most recent 20, 90 and 260
trading days is multiplied by three (for a
99 percent confidence interval) and by the
square root of two (for two days coverage).

Currently, the margin and capital rules use fixed
and arbitrary rates of 1 percent for offsets
between S& P/ITSX 60 products, of 3 percent for
offsets between sectorial index products and
also of 3percent for some offsets involving
share futures contracts. These percentages were
arbitrarily determined to represent the tracking
errors. Since a methodology has now been
defined to calculate more efficiently the tracking
errors and also to represent the true risk of each
offset, it is proposed to remove the fixed rates
from the rules and to replace them by atracking
error margin rate to be periodically revised.
Given that the offset rules are identical and that
the tracking error margin rate is function of each
specific offset, it will no longer be required to
distinguish between a broad index and a
sectorial index. The following table shows the

APPENDIX A

tracking error margin rates that would have been

effective in June and July 2003:

Tracking error

Product Offsets margin rates
(June/ July)

S&P/TSX 60 — IUnits XIU 1.25%/ 1.25%
S& P/TSX 60 — futures contracts SXF 1.50% / 1.50%
IUnits X1U — futures contracts SXF 1.50% / 1.50%
S&P/TSX Gold — 1Units XGD 2.25% [ 2.25%
S& P/TSX Gold — futures contracts SXA 4.50% / 4.75%
IUnits X GD — futures contracts SXA 4.75% | 4.75%
S&P/TSX Fin. — IUnits XFN 1.75%/ 1.75%
S& P/TSX Fin. —futures contracts SXB 2.50% / 2.50%
IUnits XFN — futures contracts SXB 2.75% [ 2.75%
S&P/TSX IT —1Units XIT 5.00% / 4.75%
S& PITSX IT —futures contracts SXH 6.00% / 6.00%
IUnits XIT — futures contracts SXH 7.25% [ 7.25%
S& PITSX Energy — IUnits XEG 2.25% / 2.25%
S& PITSX Energy —futures contracts SXY ~ 2.25%/ 2.75%
IUnits XEG — futures contracts SXY 3.00% / 3.50%
Nortel securities— futures contracts FNT 3.25% / 3.25%

* The drafting language used throughout

therulesisinconsistent

offset

Since the current strategy-based
requirements were developed over an extended
period of time, their development necessarily
involved a number of different rule drafters over
the years, with different drafting styles. This
has led to inconsistent rule wording and an
increased likelihood of improper application of
the current rules. As aresult, it was concluded
that the drafting language used throughout the
strategy-based offset rules should be consistent,
wherever possible.

* Therulesfor specific offset strategies are
hard to find

As aresult of the level of redundancy within the
current strategy-based rules, it is very often
difficult to find the rule that applies to a specific
offset strategy. As a result, it was concluded
that efforts should be made to organize the rules
in a more logical fashion to allow for greater
ease of use.
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* Excess conservatism has been found in
the current rules for certain existing
offset strategies

While the main focus of the review performed
on Rules Eleven and Fifteen was to identify
regulatory streamlining opportunities, excess
conservatism was found in the current margin
and capital requirement calculations for the
following position/offset strategies:

= the minimum client margin requirement
for a short put option position;

= the margin and capital requirements for
ashort call option and a short put option
spread;

= the margin and capital requirements for
ashort call option and a long underlying
interest combination;

= the margin and capital requirements for
ashort put option and a short underlying
interest combination; and

= the margin and capital requirements for
along put option and a long underlying
interest combination.

See Attachment 3 for the detail and justification
of the proposed amendments to margin and
capital requirement calculations.

Also, the methodology used to calculate the
floating margin rates and consequently the
methodology used to calculate the tracking error
margin rates were found too conservative. It is
proposed to remove the 0.50 percent cushion
which is currently added to the regulatory
margin interval for the following reasons. (1)
these rates represent a cushion, (2) the rounding
up to the next quarter percent already provides a
cushion, and (3) although this arbitrary rate is
only of 0.50 percent, it nonetheless excessively
increases the calculated rates (for example,
using the table above representing the tracking
error margin rates, if a cushion of 0.50 percent

APPENDIX A

was added, this would represent an increase in
the calculated rates of 10 percent to 40 percent).

Finally, as mentioned in footnote no. 2, the
CVMQ has adready approved (decision
no. 2003-C-0021) the use of SPAN and TIMS
systems* to determine capital requirements for
positions in derivatives held by approved
participants. To bring into effect these new rules,
it was essential to seek the approval from the
Investment Dealers Association of Canada.
However, concerns were voiced that it was not
clearly mentioned in the proposed rules that the
Bourse must take on a supervision role regarding
the assumptions used by the Canadian
Derivatives Clearing Corporation (the “CDCC”)
in the calculation of capital requirements under
SPAN and TIMS systems. Amendments are
therefore proposed (see Attachment 4) to allow
the Bourse the right to discontinue the use of
SPAN or TIMS systems by its approved
participants in the case where the assumptions
used by the CDCC would be modified and
become no longer appropriate for regulatory
purposes.

B) Proposed Rules

To address the above-noted issues, the proposed
amendments and the addition of Rule Nine seek to:

e expand the number of offsets available in
client accounts by permitting the use of
offset strategies that are currently exclusive
to approved participant accounts (see
Attachment 2 for the list of offset strategies
that are proposed to be made available in
client accounts);

51t has been demonstrated that the current capital
requirements rules were too conservative and using
SPAN and TIMS systems provide a better risk
assessment of a derivatives portfolio in the calculation of
capital requirements. For more information on the
subject, see the analysis document entitled (“Capital
Requirements: Strategy-Based Approach vs. Risk-Based
Approach”, dated April 2, 2002, and prepared by the staff
of the Regulatory Division of the Bourse.
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*  Dbroaden the application of the existing rules
through:

= the replacement of the current specific
index product group rules with generic
rules that apply to al qualifying indices;

= establishing definitions for the terms
“index” “qualifying basket of index
securities’™ in order to limit the use of
these  generic  rules  (proposed
article 9001);

= establishing a definition for the term
“tracking error margin rate” to ensure,
where CrOﬁ product offsets are being
performed,” that the margin required is
sufficient to cover any imperfect price
correlation (proposed article 9001);

» dtandardize the drafting language used to
improve consistency of rule wording;

e insert descriptive rule titles and re-order the
rules so that they are easier to consult;

e revise the following rules to remove excess
conservatism found in the current
requirements:

= the 0.50 percent cushion is removed from
the calculation methodology for the
floating margin rate and the tracking

5 The proposed definition of “qualifying basket of index
securities” alows for varying cumulative weighting
percentage requirements to be met for an index basket to
be considered a qualifying basket for offset purposes,
based on the number of issues included in the index.
This addresses the operational issues associated with
hedging larger index baskets while ensuring the price
correlations relating to hedging with smaller index
baskets are kept high.

The tracking error requirement will apply where
appropriate to the following index product pairings:
(i) index participation units options and index basket,
(ii) index options and index participation units, (iii) index
participation unit options and index options, (iv) index
options and index futures and (v) index participation unit
options and index futures. The tracking error requirement
will aso apply where appropriate to the following equity-
related product pairings: (i) share futures contracts and
underlying shares, and (ii) share futures contracts and
equity options.

~

APPENDIX A

error margin rate [paragraph €) of
proposed article 9001];

= the minimum client margin requirement
for a short put option postion
[paragraph b) of proposed article 9103];

= the margin and capital requirements for
ashort call option and a short put option
spread [paragraph b) of proposed
articles 9105, 9108, 9205 and 9208];

= the margin and capital requirements for
ashort call option and a long underlying
interest combination [paragraph a) of
proposed articles 9106, 9109, 9206 and
9209];

= the margin and capital requirements for
ashort put option and a short underlying
interest combination [paragraph b) of
proposed articles 9106, 9109, 9206 and
9209];

= the margin and capital requirements for
along put option and a long underlying
interest combination [paragraph d) of
proposed articles 9106, 9109, 9206 and
9209].

C) Issueand Alternatives Considered

Financial institutions are increasingly adopting
more sophisticated methodologies that are less
capital intensive for the purposes of measuring
their principal trading inventory risk. These
methodologies include the TIMS and SPAN
systems that have been widely adopted by the
major derivatives clearing houses and in-house
value a risk (“VaR") models. As discussed
previously, the introduction of the proposed
Rule Nine will allow alimited use of SPAN and
TIMS systems. However, the Bourse must still
revise and improve the margin and capita
strategy-based rules so that al approved
participants and their clients are subject to fair
margin and capital requirements.
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D) Comparison with Similar Provisions
United States

Similar to Canada, the United States regulators
utilize strategy-based rules in determining the
capital and margin requirements for positions in
and offsets involving exchange traded
derivatives. However, as a result of an
amendment in 1997 to Rule 15c3-1 of the
Securities Exchange Act of 1934, deders are
permitted to use theoretical option pricing models
(i.e., either TIMS or SPAN) as an aternative in
determining net capital requirements for principal
trading positions in listed options and related
securities.

United Kingdom

In the United Kingdom, the Financial Services
Authority alows for the use of a more
sophisticated methodology than strategy-based
rules. This methodology is called Position Risk
Requirement (“PRR") and there are a number of
permitted alternatives in calculating the PRR for
a particular portfolio of securities. The PRR
model relevant to exchange traded derivativesis
set out in Rule 10-91 of The Investment
Business Interim Prudential Sourcebook and is
entitted “Treatment of Equity Derivatives
Outside the Equity Method” .

E) PublicInterest Objective

The proposed amendments are in the public
interest as, even though the majority of the rule
amendments being proposed are housekeeping
in nature, there are amendments that seek to
expand the number of offsets available in client
accounts and revise existing rules to remove
excess conservatism.

I COMMENTARIES
A) Effectiveness

As dstated previously, the amendments to
existing rules being proposed include

APPENDIX A

simplifying, broadening the application of and
correcting known errors in the existing rules as
well as expanding the number of permissible
reduced margin offset strategies.

B) Process

The first step of the approval process for the
regulatory amendments proposed in the present
document consists in having the proposed
amendments approved by the Margin and
Capital Subcommittee — Regulatory Division of
the Bourse. The second step consists in
submitting the proposed amendments to the
approval of the Special Committee — Regulatory
Division of the Bourse. The amendments are
then submitted to the Rules and Policies
Committee of the Bourse. Once the approval of
the Rules and Policies Committee obtained, the
project is simultaneously published by the
Bourse for a 30-day comment period and
submitted to the Commission des valeurs
mobiliéres du Québec for approval.

IV REFERENCES

* Rule Seven of Bourse de Montréal Inc.;

* Rule Nine of Bourse de Montréal Inc.;

* Rule Eleven of Bourse de Montréal Inc.;

* Rule Fifteen of Bourse de Montréal Inc.;

e U.S. Securities and Exchange Act of 1934,
Net Capital Rule 15¢3-1(c)(2)(x);

e United Kingdom Financia Services
Authority, The Investment Business Interim
Prudential Sourcebook, June 2000,
Rule 10-91, Treatment of Equity Derivatives
Outside the Equity Method,;
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RULE NINE

APPENDIX A

ATTACHMENT 1

MARGIN AND CAPITAL REQUIREMENTSFOR OPTIONS,
FUTURES CONTRACTSAND OTHER DERIVATIVE INSTRUMENTS

Section
9101 — 9200
9101
9102
9103
9104
9105
9106
9107
9108
9109

9110 -9120
9121
9122
9123
9124
9125

9126
9127 — 9150
9151

9152

Section 9001 —9100 General Provisions

9001

9002

9003
Margin Requirements on Equity-Related Derivatives

Exchange traded options — General

Long option positions

Short option positions

Covered option positions

Options spreads and combinations
Option and security combinations
Option spreads involving index products

Definitions

Risk margining systems
Inter-commaodity combinations

Section

9201 — 9300
9201

9202

9203

9204

9205

9206

9207

Index option and index participation unit option spread combinations 9208

Index option combinations with index baskets
and index participation units

Reserved

Exchange traded futures contracts — General

Simple or spread positions in futures contracts

Share futures contracts and security combinations
Share futures contracts combinations with equity options
Index futures contract combinations with index baskets
and index participation units

Index futures contract combinations with index options
Reserved

Margin requirements for positionsin and offsets
involving OCC options

Margin requirements for positionsin and offsets
involving sponsored options

9209

9210

9211 - 9220
9221
9222
9223
9224
9225

9226
9227 — 9250
9251

9252

Capital Requirementson Equity-Related Derivatives

Exchange traded options — General

Long option positions

Short option positions

Covered option positions

Options spreads and combinations

Option and security combinations

Option spreads involving index products

Index option and index participation unit option spread combinations
Index option combinations with index baskets

and index participation units

Index option combinations with index baskets

and commitment to purchase index participation units
Reserved

Exchange traded futures contracts — General

Simple or spread positions in futures contracts

Share futures contracts and security combinations
Share futures contracts combinations with equity options
Index futures contract combinations with index baskets
and index participation units

Index futures contract combinations with index options
Reserved

Capital requirements for positionsin and offsets
involving OCC options

Capital requirements for positionsin and offsets
involving sponsored options
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RULE NINE
MARGIN AND CAPITAL REQUIREMENTSFOR OPTIONS,
FUTURES CONTRACTSAND OTHER DERIVATIVE INSTRUMENTS

APPENDIX A

ATTACHMENT 1

Section
9301 — 9400
9301

9302

9303

9304

9305

9306
9307 — 9310
9311

9312

9313

9314 —9320
9321

9322

9323

9324

9325
9326 — 9350

Margin Requirementson Interest Rate Related Derivatives

Exchange traded options — General
Long option positions
Short option positions
Covered option positions
Options spreads and combinations
Option and security combinations
Reserved
Long option on futures contracts positions
Short option on futures contracts positions
Options on futures contracts spreads and combinations
Reserved
Exchange traded futures contracts — General
Simple or spread positions in futures contracts
Futures contracts and security combinations
Bond futures contracts combinations with bond options
Futures contracts combinations with options on futures contracts
Reserved
Section 9501 — 9600

Section
9401 — 9500
9401

9402

9403

9404

9405

9406

9407 — 9410
9411

9412

9413

9414 — 9420
9421

9422

9423

9424

9425

9426 — 9450

Capital Requirementson Interest Rate Related Derivatives

Exchange traded options — General

Long option positions

Short option positions

Covered option positions

Options spreads and combinations

Option and security combinations

Reserved

Long option on futures contracts positions

Short option on futures contracts positions

Options on futures contracts spreads and combinations
Reserved

Exchange traded futures contracts — General

Simple or spread positions in futures contracts

Futures contracts and security combinations

Bond futures contracts combinations with bond options
Futures contracts combinations with options on futures contracts
Reserved

Over-the-counter options
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ATTACHMENT 2
PROPOSED EXISTING OFFSET STRATEGIES
TO BE MADE AVAILABLE IN CLIENT ACCOUNTS
Approved Participant Client
. Accounts Accounts

Offset Strategies Current Proposed Proposed

Article Article Article
Equity Derivative Products
Long call —long put spreads 11228 ¢) 9205 ¢) 9105 ¢)
Long call — short call —long put 11228 d) 9205 d) 9105 d)
Short call — long warrant 11229 ¢) 9205 €) 9105 €)
Conversion or long tripo combination (long underlying interest — long put — short call) 11232 9206 €) 9106 €)
Reconversion or short tripo combination (short underlying interest — short put — long call) 11231 9206 f) 9106 f)
Conversion or long tripo combination (long futures contract — long put — short call) 15877 ¢) 9224 €) 9124 €)
Reconversion or short tripo combination (short futures contract — short put — long call) 15877 d) 9224 f) 9124 f)
Index Derivative Products
Long call —long put spreads 11228 c) ?ggg;]) 9[%287?
Long call —short call —long put 11228 d) ngg%) 9[%(1)37(1])
Long call option combinations with short qualifying index baskets 11503 a) 9209 ¢) 9109 ¢)
Long put option combinations with long qualifying index baskets 11503 ¢) 9209 d) 9109 d)
Conversion or long tripo combination
(long qualifying basket of index securities —long index put — short index call) 11503 1) 9209¢) 9109¢)
Conversion or long tripo combination (long qualifying basket of index securities—
long index participation unit put — short index participation unit call) 115041) 9209¢) 9109¢)
Reconversion or short tripo combination
(short qualifying basket of index securities — short index put — long index call) 11503 ¢) 92091) 91091)
Reconversion or short tripo combination (short qualifying basket of index securities—
short index participation unit put —long index participation unit call) 11504 ¢) 92091) 91091)
Short index call options or short index participation unit call options — 11509 a)
long index futures contracts 11510 b) 9226 9) 9126 3)
Short index put options or short index participation unit put options — 11509 d)
short index futures contracts 11510 d) 9226 b) 9126 b)
Long index call options or long index participation unit call options — 11509 c)
short index futures contracts 11510 a) 9226 ¢) 9126 ¢)
Long index put options or long index participation unit put options — 11509 b)
long index futures contracts 11510 ¢) 9226 ) 9126 d)
Conversion or long tripo combination (long index futures contracts —long index put or long | 11509 €) 9226 ¢) 9126 ¢)
index participation unit put — short index call or short index participation unit call) 11510f)
Reconversion or short tripo combination (short index futures contracts — short index put or 11509 f) 9226 ) 9126 )
short index participation unit put —long index call or long index participation unit call) 11510 €)

/10




APPENDIX A

ATTACHMENT 3

PROPOSED AMENDMENTSTO MARGIN AND CAPITAL REQUIREMENT CALCULATIONS

Position/Offset

Current Rule

Proposed Rule

Justification

Short option positions
held by clients

The minimum of margin required is the market value of
the option plus, an amount in relation to the mar ket
value of the underlying value, as follow:

Stock options 5.00%
Index participation

Unit options 5.00%
Index options 5.00%

[article 11203 par agraph b)]

The minimum margin requirement must be not less than:

i) 100% of the market value of the option; plus
ii) anadditiona requirement determined by multiplying:
A) inthecase of ashort call option, the market value
of the underlying interest; or
B) inthecaseof ashort put option, the aggregate
exer cise value of the option;
by one of the following percentages:
C) for equity options or equity participation unit
options, 5.00%; or
D) for index optionsor index participation unit
options, 2.00%.

[proposed article 9103 paragraph b)]

This proposed amended rule changes the minimum
margin requirement for a short put option to
include a minimum percentage amount based on
the aggregate exercise value of the option rather
than the market value of the underlying security.
This minimum requirement only comes into effect
when the short put option is “ deep out-of-the-
money”. The change corrects the anomaly in the
current rule where, as the market price of a
security increases, the minimum margin
requirement also increases.

The minimum 5.00% for index options was
deemed too high in comparison to stock options.
Also, this amendment alows to be similar to the
rate required by the IDA.

Short call — short put
spreads*’

The margin required is that required on the put or cal,
whichever is greater, plustheloss on the option having
thelesser margin requirement.

[article 11205 paragraph b)]
[article 11228 par agraph b)]

The minimum margin required must be the greater of:

i) thegreater of:
A) the margin required on the call option; or
B) the margin required on the put option;

and;

ii) theexcess of the aggregate exer cise value of the put
option over the aggregate exer cise value of the call
option.

[proposed article 9105 par agr aph b)]
[proposed article 9205 par agr aph b)]
[proposed article 9108 par agraph b)]
[proposed article 9208 paragraph b)]

Thereis an anomaly in the current rule for spreads
where both options are in-the-money and the
calculated margin requirement for each individual
short option isthe same. The proposed amended
rule assumes both options will be exercised if they
are in-the-money and determines a margin
requirement in this instance based on the
difference between the exercise values of both
options.

* The same calcul ation applies to positions held by approved participants.
" The same calculation applies to positions in index-related derivatives.
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ATTACHMENT 3

PROPOSED AMENDMENTSTO MARGIN AND CAPITAL REQUIREMENT CALCULATIONS

Position/Offset

Current Rule

Proposed Rule

Justification

Short call —
long underlying
combination*’

Client: the margin required shall be the margin on the
long position required, based either on the market price
of the underlying stock or on the exercise price of the
short call, whichever islower.

[article 11206 par agraph a)]
[article 11283 paragraph a)]
[article 11284 paragraph a)]
[article 11287 paragraph b)]

Approved participant: the capital required is 25% of the
market value of the underlying stock. [equivalent to the
capital required on the underlying interest]

[article 11229 paragraph a)]
[article 11503 par agraph b)]
[article 11504 paragraph b)]
[article 11507 paragraph b)]

The norma margin required on the underlying interest
minus, if any, the in-the-money value associated with
the call option.

[proposed article 9106 paragraph a)]
[proposed article 9206 par agraph a)]
[proposed article 9109 par agraph a)]
[proposed article 9209 par agr aph a)]

Under the current approach, where the options are
either at-the-money or in-the-money, the margin
required isfixed sinceit is always based on the
exercise price, no matter how in-the-money the call
options may be. Thisleads to significantly higher than
necessary margin requirements for offsets involving
options that are deep in-the-money (i.e., where the
security market valueis at least its margin rate
percentage above the exercise value of the call
options). The proposed requirement would limit the
margin requirement for an offset involving adeep in-
the-money call options to the maximum loss that
would be experienced with a price drop equivaent to
the margin rate percentage.

Short put —
short underlying
combination* "’

Client: the margin required on the short security
position, using the greater of the market price or the
exerciseprice.

[article 11206 paragraph d)]
[article 11283 paragraph b)]
[article 11284 paragraph d)]
[article 11284 paragraph d)]

Approved participant: the capital required is 25% of the
market value of the underlying stock. [equivalent to the
capital required on the underlying interest]

[article 11229 paragraph a)]
[article 11503 paragraph d)]
[article 11504 paragraph d)]
[article 11507 paragraph d)]

The norma margin required on the underlying interest
minus, if any, the in-the-money value associated with
the put option.

[proposed article 9106 par agraph b)]
[proposed article 9206 par agr aph b)]
[proposed article 9109 par agr aph b)]
[proposed article 9209 par agr aph b)]

Under the current approach, where the options are
either at-the-money or in-the-money, the margin
required isfixed sinceit is always based on the
exercise price, no matter how in-the-money the put
options may be. Thisleads to significantly higher than
necessary margin requirements for offsets involving
options that are deep in-the-money (i.e., where the
security market valueis at least its margin rate
percentage below the exercise value of the put
options). The proposed requirement would limit the
margin requirement for an offset involving adeep in-
the-money put options to the maximum loss that
would be experienced with a price increase equivalent
to the margin rate percentage.

* The same calcul ation applies to positions held by approved participants.
" The same calculation applies to positions in index-related derivatives.
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ATTACHMENT 3

PROPOSED AMENDMENTSTO MARGIN AND CAPITAL REQUIREMENT CALCULATIONS

Position/Offset

Current Rule

Proposed Rule

Justification

Long put —long underlying
combination*"

Client: themargin required is:

i)  the market value of the long put; plus

i) 25% of the market value of the stocks [equivalent
to the capital required on the underlying interest];
plus

iii) the out-of-the-money amount up to an additional
5% of the market value of the stock.

[article 11207 paragraph b)]
[article 11284 paragraph b)]
[article 11287 paragraph c)]

Approved participant: the capital required is the market
value of the option, plus the lesser of the following
amounts:

i) theamount by which the option is out-of-the-
money; or

ii) 25% of the market value of the underlying value
[equivalent to the capital required on the
underlying interest].

[article 11230]

[article 11503 par agraph c)]
[article 11504 par agraph c)]
[article 11507 paragraph c)]

The minimum margin required must be the lesser of:

i)  thenormal margin required on the underlying
interest; and

ii) theexcess of the combined market value of the
underlying interest and the put option over the
aggr egate exer cise value of the put option.

[proposed article 9106 par agraph d)]
[proposed article 9206 par agraph d)]
[proposed article 9109 par agraph d)]
[proposed article 9209 par agr aph d)]

The current approach gives no loan value to the
intrinsic value of the put option. Asaresult, in
situations where the put option isin-the-money, the
net loan value granted to the combined long
stock/long put options positions may be significantly
less than the exercise value of the put option. The
proposed approach would effectively only require
margin on an offset involving an in-the-money put
option to the extent of any time value.

* The same calcul ation applies to positions held by approved participants.
" The same calculation applies to positions in index-related derivatives.
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ATTACHMENT 4

PROPOSED AMENDMENTSTO FORMERLY APPROVED ARTICLESALLOWING
THE USE OF SPAN AND TIMSMARGINING SYSTEMS
TO ESTABLISH CAPITAL REQUIREMENTS

New proposed article 9002 entitled “Risk margining systems’ based on the wording of articles 11226,
14201 and 15004 formerly approved by the CVMQ on January 17, 2003 (decision no. 2003-C-0021):

With respect to an approved participant account constituted exclusively of positions in
derivatives listed at the Bourse, the capital required may be the one calculated, as the case
may be, by the Standard Portfolio Analysis (SPAN) methodology or by the Theoretical
Intermarket Margin System (TIMS) methodology, using the margin interval calculated and
the assumptions used by the Canadian Derivatives Clearing Corporation. All changes to the
assumptions used by the Canadian Derivatives Clearing Corporation must be approved by
the Bourse prior to implementation for regulatory purposes to ensure that the continued use
of the SPAN and TIM S methodologies is appropriate by-the-clearing-corperation.

The selected methodology (either SPAN or TIMS) must be used consistently and cannot be
changed without the prior consent of the Bourse. If the approved participant selects the
SPAN methodology or the TIMS methodology, the capital requirements calculated under
those methodol ogies will supersede the provisions stipulated in the Rules.

For the purpose of the present article, “margin interval—ealedlated—by—the—elearing
eorperatten” means the product of the three following elements-eateutated-by-the-Canadian
Derivatives Clearing Corporation:

i)  the maximum standard deviation of percentage fluctuations in daily settlement values
over the most recent 20, 90 and 260 business days; multiplied by

i) 3 (for a99% confidence interval); and multiplied by

iii) thesguareroot of 2 (for two days coverage).

/14



APPENDIX B

7202 Listed Securities

(15.12.86, 30.09.87, 18.06.88, 01.04.93, 11.02.00, 29.04.02, 16.09.02, 01.05.03, 00.00.04)

1) The margins required on securities including rights and warrants (other than bonds and debentures)

listed on any of the recognized exchangesin Canada and in the United States, on the stock list of The
London Stock Exchange and on the first section of the Tokyo Stock Exchange are as follows:

Long Positions Margin Required
a) Securitiestrading at $2.00 or more 50% of market value
b) Securitiestrading between $1.75and $1.99  60% of market value
€) Securitiestrading between $1.50 and $1.74  80% of market value
d) Securities selling under $1.50, securities of companies designated as Capital Pool Companies
on the TSX Venture Exchange and securities of companies classified as Tier 3 or inactive Tier
2 issuers on the TSX Venture Exchange may not be carried on margin.
Short Positions Credit Required
a) Securitiestrading at $2.00 or more 150% of market value
b) Securitiestrading between $1.50 and $1.99  $3.00 per share

€) Securitiestrading between $0.25 and $1.49  200% of market value

d) Securitiestrading at less than $0.25 Market value plus $0.25 per share

Note: On securities approved by the Canadian Derivatives Clearing Corporation or by Options Clearing
Corporation, as underlying securities including securities that are convertible or exchangeable into
underlying securities, the margin rate is 30% on long securities and the credit required is 130% on short
positions.

2)

Index products

For the purpose of this article, the terms “floating margin rate”’, “incremental basket margin rate”,
“index”, “qualifying basket of index securities’ and “tracking error margin rate’ are defined in
article 9001.

A) Longqualifying basket of index securities or long index participation units

On-thdex—Participation-Ynits(HPJ)—tThe minimum margin_required, i-the-case-of-a-long
pesition-+s-must be the sum of:




B)

APPENDIX B

)] the floating margln rate of the quallfyl nq basket of index securities (or index participation

i1) in the case of a qualifying basket of index securities, the calculated incremental basket
margin rate;

multiplied by the market value of the gqualifying basket of index securities (or index
participation units).-S&PAFSE-60-HRY-

Short qualifying basket of index securitiesor short index participation units

C)

The minimum margin_required must be the sum of i-the-case-of-a-shert-pesitionis

i) 100%; and plus

ii) the floating margin rate of the quallfyl nq basket of index securities (or index partl Ci patl on
units); and pe ! : . , ,
themaﬂeet—vahaeef—the%&%l%@@-tpu-.

iii) in the case of a qualifying basket of index securities, the calculated incremental basket
margin rate;

multiplied by the market value of the S&PASE-661PY- qualifying basket of index securities (or
index participation units).

L ong qualifying basket of index securities offset with short index participation units

D)

Where a position in a qualifying basket of index securitiesis carried long in an account and the
account is also short an equivalent number of index participation units, the margin required
must_be the sum of the published tracking error margin rate and the calculated incremental
basket margin rate for the qualifying basket of index securities, multiplied by the market value
of the index participation units.

Short qualifying basket of index securities offset with long index participation units

Where a position in a qualifying basket of index securitiesis carried short in an account and the
account is also long an equivalent number of index participation units, the margin required must
be the sum of:

i) the tracking error margin rate, unless the short basket of index securities is of a size
sufficient to comprise a basket of securities or multiple thereof required to obtain the index
participation units;

and

i1) the calculated incremental basket margin rate for the qualifying basket of index securities;
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multiplied by the market value of the index participation units.

E) Longqualifying basket of index securities —short index participation units — commitment
to purchase index participation units

Where an approved participant has a commitment pursuant to an underwriting agreement to
purchase a new issue of index participation units, and holds an equivalent long position in a
qualifying basket of index securities and also holds an eguivalent number of short index
participation units, no capital is required, provided the long basket:

i) isof size sufficient to comprise a basket of securities or multiple thereof required to obtain
the index participation units; and

ii) does not exceed the approved participant’s underwriting commitment to purchase the
index participation units.
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reunded s tethonodannriooorecat

3) On non-convertible preferred shares of companies with securities which are eligible to a reduce d |
margin rate as provided in paragraph 1 of the present article, the margin rate is 30% on long
positions and 130% of the market value of the short positions provided that if the eligible shares fail
to continue to meet the requirements for a reduced margin rate eligibility, the margin rate and the
credit required will be increase to 50% and 150% respectively.

24) The margin required in respect of positions in warrants issued by a Canadian chartered bank and |
which are listed on any recognized stock exchange or other listing organization referred to above and
which entitle the holder to purchase securities issued by the Government of Canada or any province
thereof must be the greater of:

a) The margin otherwise required by paragraph 1) of the present article according to the market
value of the warrant; or

b) 100% of the margin required in respect of the security to which the holder of the warrant is
entitled upon exercise of the warrant. However, in the case of along position, the amount of
margin need not exceed the market value of the warrant.

35) For the purpose of the present article, “inactive Tier 2" securities are securities of companies |
classified as Tier 2 issuers that are considered to be inactive by CDNX. Such securities are
identifiable through the use of unique trading symbols.
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7204A Margin offsets
(09.10.91, 27.05.97, 18.02.98, 19.08.98, 17.12.02, 00.00.04)

1) Where an approved participant

2)

a) owns securities described in Group | or Il of article 7204 whose maturity is over one year, and

b) hasashort position in securities

i)

issued or guaranteed by the same issuer of the securities referred to in @) (provided that for
these purposes each of the Provinces of Canada must be regarded as the same issuer as any
other Province);

maturing over one year; and

maturing within the same periods for the purpose of determining margin rates for the
securitiesreferred toin a@); and

with a market value equal to the securities referred to in paragraph a) (with the intent that
no offset is permitted in respect of the market value of along [or short] position whichisin
excess of the market value of the short [or long] position);

the two positions may be offset and the required margin must be computed with respect to the net
long or net short position only. This rule also applies to future purchase and sale commitments.

Where an approved participant

a) owns securitiesdescribed in Group | or Il of article 7204 maturing within one year, and

b) hasashort position in securities

i)

issued or guaranteed by the same issuer of the securities referred to in @) (provided that for
these purposes, each of the Provinces of Canada must be regarded as the same issuer as any
other Province),

maturing within one year, the margin required must be the excess of the margin on the long
(or short) position over the margin required on the short (or long) position. This rule also
applies to future purchase and sale commitments.
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3) A) Where an approved participant has a short and long position in the following groups of securities

d)

f)

9)

of article 7204:

Short (Long)

Group | (Canada
and U.S. Government

only)

Group |
(as above)

Group |
(Canada Government

only)

Group |
(Canadaand
U.S. Government only)

Group 11
(Province of Canada)

Group I and
(as above)

Group V and
(corporate)

Long (Short)

and

Group 11
(Province of Canada)

Group 111
(Municipality of Canada only)

Group |
(U.S. Government only)

Group V
(corporate)

Group 111
(Municipality of Canada only)
Group V

(corporate)

Group V
(corporate of the same issuer)

The margin required in respect of both positions must be the greater of the margin required on the

long or short position.

For the purposes of the present paragraph, securities described in article 7205 are eligible for an offset
identical to the one applicable to securities described in Group V of article 7204.
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(Thetext of point B) hereunder isreproduced in articles 9323 and 9423 of new Rule Nine)

€B) Furthermore, the offsets described above in paragraphs A) and-B)}-may only apply if the
following requirements are complied with:

i)

securities described in Group V (corporate) of article 7204 are dligible for offset only if
they are not convertible and have a single A or higher rating by any of Canadian Bond
Rating Service, Dominion Bond Rating Service, Moody's Investors Service or Standard &
Poors Bond Record;

securities in offsetting positions must be denominated in the same currency;

securities in offsetting positions must mature within the same periods referred to in article
7204 for the purpose of determining margin rates,

the market value of the offsetting positions is equal and no offset is permitted in respect of
the market value of the short (or long) position which is in excess of the market value of
the long (or short) position; and

securities in offsetting positions used in the calculation must represent an equivalent
maturity value.




APPENDIX B

RULE EEEVEN-NINE
EXCHANGE-FRABED
OPHON-CONTRACTFSMARGIN AND CAPITAL REQUIREMENTS
FOR OPTIONS, FUTURES CONTRACTSAND
OTHER DERIVATIVESINSTRUMENTS

Section 11201 —2112509001 — 9100
Margin/Capital- RequirementsGeneral Provisions

9001 Definitions

(00.00.04)

For the purpose of the present Rule:

a)

“approved participant account” means al non-client accounts including firm accounts, market

b)

maker accounts, restricted trading permit holder accounts for which a clearing approved participant

has issued aletter of quarantee and Sponsor accounts;

“client account” means an account for a client of an approved participant, but does not include

C)

account in which a member of a self-regulatory organization, or a related firm, approved person or

employee of such an approved participant, member or related firm, as the case may be, has a direct

or indirect interest, other than an interest in a commission charged:;

" escrow receipt” means:

d)

i) in the case of an equity, participation unit or bond option, a document issued by a financial

institution approved by the Canadian Derivatives Clearing Corporation certifying that a security
is held and will be delivered upon exercise by such financial institution in respect of a specified
option of aparticular client of an approved participant; or

ii) in the case of an OCC option, a document issued by a depository approved by the clearing

corporation, after executing and delivering agreements required by The Options Clearing
Corporation, certifying that a security is held and will be delivered upon exercise by such
financia institution in respect of a specified OCC option of a particular client of an approved

participant;

“firm _account” means an account established by an approved participant, which is confined to

€)

positions carried by the approved participant on its own behalf;

“floating margin rate’ means:

i) the last calculated regulatory margin interval, effective for the regular reset period or until a

violation occurs, such rate to be reset on the regular reset date, to the calculated regulatory
margin interval determined at that date, where areset resultsin alower margin rate; or

i1) where aviolation has occurred, the last calculated requlatory margin interval determined at the

date of the violation, effective for a minimum of twenty trading days, such rate to be reset at the
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close of the twentieth trading day, to the calculated regulatory margin interval determined at
that date, where areset results in alower margin rate.

For the purposes of this definition, the term “regular reset date” is the date subsequent to the last
reset date where the maximum number of trading days in the regular reset period has passed.

For the purposes of this definition, the term “regular reset period” is the normal period between
margin rate resets. This period must be determined by the Canadian self-regulatory organizations
with member regulation responsibilities and must not be no longer than sixty trading days.

For the purpose of this definition, the term “regulatory margin interval”, when calculated, means the
product of :

i)  the maximum standard deviation of percentage changes in daily closing prices over the most
recent 20, 90 and 260 trading days; and

i) 3 (for a99% confidence interval); and

iii) the square root of 2 (for two days coverage);

rounded up to the next quarter percent.

For the purpose of this definition, the term "violation" means the circumstance where the maximum
1 or 2 day percentage change in the daily closing pricesis greater than the margin rate;

f) 345712 “incremental basket margin rate” meansfor a qualifying basket of index securities:

Q)

i) 100%, less the cumulative relative weight percentage (determ| ned by calculati ngtheeumutatwe
sum—et—the—waghtl-ngufor each securlty ;

Waghtl-ng-ﬁer—thts-seeumy the actual basket wel qhtlnq in reI atlon to the Iatest publlshed reI atlve

weighting in the index and then determining an overal relative weight percentage) for the
qualifying basket of S&PASE-60-Srock—tindex securities;; multiplied by:

ii) theweighted average margin rate for those equity securities comprising the basket for which the
actual weighting is less than the latest published relative weight for the S&PASX—60-Steck
lindex_(weighted by the percentage weighting deficiency for each security (i.e., the published
rel ative weighting minus the actual weighting, if applicable));

"index" means an equity index where:

i) thebasket of equity securities underlying the index is comprised of eight or more securities;

i1) theweight of the single largest security position in the basket of equity securities underlying the

index represents no more than 35% of the overall market value of the basket;

iii) the average market capitalization for each security position in the basket of equity securities

underlying the index is at least $50 million; and
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iv) in the case of foreign equity indices, the index is both listed and traded on an exchange that
meets the criteria for being considered a recognized exchange as set out in the definition of
“regulated entities’ included in the General Notes and Definitions to Policy C-3 of the Bourse;

h) “market maker account” means a firm account of an approved participant that is confined to
transactions initiated by a market maker;
i) “non-client account” means an account established with an approved participant by another member

)

of a self-requlatory organization, or related firm, approved person or employee of an approved
participant, member or related firm, as the case may be, in which the approved participant does not
have an interest, direct or indirect, other than an interest in fees or commissions charged;

“OCC option” means acall option or a put option issued by The Options Clearing Corporation;

Lnde;eFutu#%—eentaaets—e%&P%&@O&eelemd@ePam&paﬁen—ums "quallfvlnq basket of

index securities' means a basket of equity securities:

1) Ayagreup-ofequity-seedrities-all of which are included in the composition of the S&PASE-60
Stoek-same index;

i)  which comprises a portfolio with a market value equal to the market value of the securities

underly| ng the mdexé&P%l%@O&eelehﬂ@e@pﬂens—eentrae%s)—theé&-P%&@@é&eek

iii) where the market value of each of the equity securities comprising the portfolio proportionally
equals or exceeds the market value of its relative weight in the indexS&PA-SE-60-Steck-+adex

Optiens—Futures—or—Participation—Units, based on the latest published relative weights of
securities comprising the indexS&PASE-60-Stoek-tdex;

iv) where the required cumul ative relative wei ghtsu g Qercentgge of al eqwty securities comprlsmg
the portfolio: egual )0% e

A) equals 100% of the cumulative weighting of the corresponding index, where the basket of

equity securities underlying the index is comprised of less than twenty securities;

B) equals or exceeds 90% of the cumulative weighting of the corresponding index, where the
basket of equity securities underlying the index is comprised of twenty or more securities
but less than one hundred securities; and

C) equals or exceeds 80% of the cumulative weighting of the corresponding index, where the
basket of equity securities underlying the index is comprised of one hundred or more
securities;
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based on the latest published relative wel ghtings of the equity securities comprising the index;

v) where, in the circumstance where the cumulative relative weighting of all equity securities
comprising the portfolio equals or exceeds the required cumulative relative weighting
percentage and is less than 100% of the cumulative weighting of the corresponding index, the
deficiency in the basket is filled by other equity securities included in the composition of the
index;

"tracking error margin rate' means the last calculated requlatory margin interval for the tracking

error_resulting from a particular offset strategy. The method of calculation and the margin rate
policy isthe same as that used for the floating margin rate.

(New articles 11226, 14201, 15004)

9002 Risk mMargining sSystems

a)

b)

(00.00.04)

With respect to an approved participant account constituted exclusively of positions in derivatives
instruments listed at--on the Bourse, the capital required may be the one calculated, as the case may
be, by the Standard Portfolio Analysis (SPAN) methodology or by the Theoretical Intermarket
Margin System (TIMS) methodology, using the margin interval calculated by—the—¢clearing
corperatienand the assumptions used by the Canadian Derivatives Clearing Corporation. All
changes to the assumptions used by the Canadian Derivatives Clearing Corporation must be
approved by the Bourse prior to implementation to ensure that the continued use of SPAN and TIMS
methodologies for regulatory purposes is appropriate.

The selected methodology (either SPAN or TIMS) must be used consistently and cannot be changed
without the prior consent of the Bourse. If the approved participant selects the SPAN methodol ogy
or the TIMS methodology, the capital requirements calculated under those methodologies will
supersede the provisions stipulated in the Rules.

For the purpose of the present article, “ margin interval-caledtated-by-the-clearing-cerperation” means
the product of the three following elements—ecaleutated—by—Canadian—Derivatives—Clearing
Cemserten:

i) the maximum standard deviation of percentage fluctuations in daily settlement values over the
most recent 20, 90 and 260 business days; multiplied by

i) three 3 (for a99% confidence interval); and multiplied by
iii) thesguareroot of 2 (for two days coverage).

With respect to a client account, it is prohibited to use SPAN methodology or TIMS methodology to

determine margin requirements.
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9003 I nter-Commodity Combinations

(00.00.04)

Unless otherwise specified, offsets are currently not available for positions in client accounts or
approved participant accounts involving derivative instruments based on two different underlying
interests.
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Section 9101 — 9200
Margin Requirements on Equity-Related Derivatives

412019101Exchange tTraded eOptions— General Provisions

(00.00.04)

a) The ExehangeBourse shall establish margin requirements applicable to options positions held by
clients and no member approved participant shall effect an option transaction or carry an account for
a client without proper and adequate margin, which saal-must be obtained as promptly as possible
and maintained in conformity with the provisions of this section;

b) For—ether—than—tnventory—pesitiens—all opening writhag—selling transactions and resulting short
positions shal-must be carried in a margin account;

¢) each option must be margined separately and any difference between the market price or the current

value of the underlying interest and the exercise price of the option must be considered to be of value
only in providing the amount of margin required on that particular option;

and-the-Exehange-tradedwhere a client account holds both CDCC options and the-OCC options that

have the same underlying vatueinterest, than-ferargin-caledlation-purpeses-the OCC options may
be considered as-Exchange-tradedio be options for the purposes of the calculation of the margin

requirements for the account under the provisions of this section:;

! Hmpese-from time to time the Bourse may impose
speC|aI margln requwements W|th respect to partlcular Exehange-traded-options or te-particular
positions in Exchange-traded-options.

412029102 Long Option Positions t+-Optiens

a)

b)

(00.00.04)

Subject to paragraph b), all purchases of options shat-must be for cash and long positions shall have
no |oan value for margin purposes:;

Wuwhere, in the case of steek-equity options, the underlying security in respect of along call option
is the subject of alegal and binding cash take-over bid for which al the-conditions have been met,
the margin required on such call option shal-must be the market value of the call_option, less the
amount by which the amount offered exceeds the exercise price of the call option. Where such eash-a
take-over bid is made for less than 100% of the issued and outstanding securities, the redueed-margin
requirement saal-must be applied pro-rata in the same proportion as the offer and paragraph a) shalt
must apply to the balance.

/6




APPENDIX B

112039103M-argin-Required-for-Simple-Short Option Positions

a)

(00.00.04)

The ameunt-ef-minimum margin requirement which must be maintained in respect of each-unpaired
put—er—eal-l—an opt| on carrled shortina cI|ent account shal-l—must be—themaﬂeet—vatueef—gaeh-eptlens

i)  100% of the market value of the option; plus

ii) a percentage of the market value of the underlying interest determined using the following
percentages.

A) for equity options or equity participation unit options, 25%;

B) for index options or index participation unit options, the published floating margin rate for
the index or index participation unit;

minus

iii) any out-of-the-money amount associated with the option;

Pparagraph a) notwithstanding, the minimum of margin requiredment which must be maintained and

carrled ina cI|ent account tradl ngin optlons must not be Iecs than—t-s—themapket—vatueef—theeptlen

i)  100% of the market value of the option; plus

i1) an additional requirement determined by multiplying:

A) inthe case of ashort call option, the market value of the underlying interest; or

B) inthe case of ashort put option, the aggregate exercise value of the option;

by one of the following percentages:

C) for equity options or equity participation unit options, 5%; or

D) for index options or index participation unit options, 2%.

9104 Covered Option Positions

a)

(00.00.04)

No margin is required for acall optlon carried short in aclient's account WhICh is coveredCoveredin
3 , s; by the deposit of an
escrow receipt. The underlvl ng mterest deposted |n respect of such optlon shall not be deemed to
have any value for margin purpos , v
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Evidence of a deposit of the underlying interest shall be deemed an escrow receipt for the purposes
hereof if the agreements required by the rules of the clearing corporation have been executed and
delivered to the clearing corporation and if a copy thereof is available to the Bourse. The issuer of
the escrow receipt covering the escrow deposit must be a financial institution approved by the
clearing corporation;

C)

Nno margin is required for a put option carried short in a cllent S account WhICh is Ccovered; inthe

a-the depositery of an escrow of an escrow receipt

depe&tew—teeet-pt—ter—pats—must—eemf-ywhlch certlfles that acceptable Ggovernment securltles are
eing held by the ! Ramed-i ssuer of the €sCcrow

receipt for the account of the cllent

i)  must be government securities:

A) which are acceptable forms of margin for the clearing corporation; and

B) which mature within one year of their deposit, and

ii) shall not be deemed to have any value for margin purposes.

The aggregate exercise value of the short put option must not be greater than 90% of the aggregate
par value of the acceptable government securities held on deposit. Evidence of the deposit of the
acceptable government securities shall be deemed an escrow receipt for the purposes hereof if the
agreements required by the rules of the clearing corporation have been executed and delivered to the
clearing corporation and if a copy thereof is available to the Bourse on request. The issuer of the
escrow receipt covering the escrow deposit must be a financia institution approved by the clearing
corporation; and

no margin is required for a put option carried short in aclient’s account if the client has delivered to

the approved participant with which such position is maintained a letter of guarantee, issued by a
financia institution which has been authorized by the clearing corporation to issue escrow receipts,
in aform satisfactory to the Bourse, and is:

i) abank which is a Canadian chartered bank or a Quebec savings bank; or

i1) atrust company which is licensed to do business in Canada, with a minimum paid-up capital
and surplus of $5,000,000,

provided that the |etter of guarantee certifies that the bank or trust company,

iii) holds on deposit for the account of the client cash in the full amount of the aggregate exercise
value of the put option and that such amount will be paid to the clearing corporation against
delivery of the underlying interest covered by the put option; or
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iv) unconditionally and irrevocably guarantees to pay to the clearing corporation the full amount of
the aggregate exercise value of the put option against delivery of the underlying interest
covered by the put option;

and further provided that the approved participant has delivered the letter of quarantee to the clearing
corporation and the clearing corporation has accepted it as margin.

te) Options Spreads and

Combinations
(00.00.04)

a) Call spreads and put spreads

elate—ef—the—teng—epﬂen—t—n—a—pat—n—ng—etWhere aclient account conta| ns one of the fO||OWI ng spread

Qal ri ngs:

* ashertlong cal option and ateng-short call option; or

*  ashertlong put option and atergshort put option;

and the short option expires on or before the date of expiration of the long option, the minimum
margin required for each-shert-eption-shalt-the spread pairing must be the lesser of :

i)  themargin required on the short option; or

ii) the spread loss amount, if any, which-that would result from-the difference between-the-exercise
prices-of-the-shert-and-Heng-eption-of-if both options were exercised.

b) Short call —short put spreads

Exeeptin-the-case-of Treasury-biH-options-w\Where a shert-call option is carried short for a client's

account and the account is asoand short a put option on the same number of units of trading on the

same underlyl ng mterestape-pal-taeel the mi n| mum margln reqw ired t—s—that—teewwed-en—the-put—epthe

ala ¥/a eale alala alalFalaalala ala alala’a

mapgt-prteqewement—must bethe qreater of:

i) thegreater of:

A) the margin required on the call option; or

B) the margin required on the put option;

and

i1) the excess of the aggregate exercise value of the put option over the aggregate exercise value of
the call option.
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L ong call —long put spreads

d)

Where a call option is carried long for a client’s account and the account is also long a put option on
the same number of units of trading on the same underlying interest, the minimum margin required
must be:

i)  100% of the market value of the call option; plus

ii)  100% of the market value of the put option; minus

iii) the greater of:

A) the amount by which the aggregate exercise value of the put option exceeds the aggregate
exercise value of the call option; or

B) 50% of the total amount by which each option is in-the-money.

L ong call —short call —long put

€)

Where a call option is carried long for a client’s account and the account is also short a call option
and long a put option on the same number of units of trading on the same underlying interest, the
minimum margin required must be:

i)  100% of the market value of the long call option; plus

ii) 100% of the market value of the long put option; minus

iii) 100% of the market value of the short call option; plus

iv) the greater of:

A) any excess of the aggregate exercise value of the long call option over the aggregate
exercise value of the short call option; or

B) any excess of the aggregate exercise value of the long call option over the aggregate
exercise value of the long put option.

Where the amount calculated in iv) is negative, this amount may be applied against the margin
charge.

Short call —long warrant

Where a call option is carried short for a client’s account and the account is also long a warrant on
the same number of units of trading on the same underlying interest, the minimum margin required
must be the sum of:
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i) thelesser of:

A) themargin required for the call option; or

B) the spread loss amount, if any, that would result if both the option and the warrant were
exercised;

i1) the excess of the market value of the warrant over the in-the-money value of the warrant
multiplied by 25%:; and

iii) thein-the-money value of the warrant, multiplied by:

A) 50%, where the expiration date of the warrant is 9 months or more away; or

B) 100%, where the expiration date of the warrant is less than 9 months away.

The market value of the short call option may be used to reduce the margin required on the long
warrant, but cannot reduce the margin required to less than zero.

9106 Option and Security Combinations
(00.00.04)

a) Short call —long underlying (or convertible) combination

Where, in the case of equity or equity participation unit options, a call option is carried short in a
client’s account and the account is also long an equivalent position in the underlying interest or, in
the case of equity options in a security readily convertible or exchangeable (without restrictions
other than the payment of consideration and within a reasonable time provided such time must be
prior to the expiration of the call option) into the underlying interest, or in the case of equity
participation unit_options in_securities readily exchangeable into the underlying interest, the
minimum margin required must be the sum of:

i) A) thenorma margin required on the underlying interest; minus

B) if any, the in-the-money amount associated with the call option;

and

i1) where a convertible security or exchangeable security is held, any excess of the market value of
the convertible or exchangeable security over the market value of the equivalent number of
underlying securities.

In the case of exchangeable or convertible securities, the right to exchange or convert the long
security must not expire prior to the expiration date of the short call option. If the expiration of the
right to exchange or convert is accelerated (whether by reason of redemption or otherwise), then
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such short call option must be considered uncovered after the date on which such right to exchange
or convert expires.

Short put —short underlying combination

9)

Where, in the case of equity or eguity participation unit options, a put option is carried short in a
client’s account and the account is also short an equivalent position in the underlying interest, the
minimum margin required must be:

i) thenorma margin required on the underlying interest; minus

ii) if any, the in-the-money value associated with the put option.

L ong call —short underlying combination

d)

Where, in the case of egquity or equity participation unit options, a call option is carried long in a
client’s account and the account is also short an equivalent position in the underlying interest, the
minimum margin required must be the sum of:

i)  100% of the market value of the call option; and

i1) thelesser of:

A) the aggregate exercise value of the call option; and

B) thenormal credit required on the underlying interest.

L ong put —long under lying combination

€)

Where, in the case of equity or equity participation unit options, a put option is carried long in a
client’s account and the account is also long an equivalent position in the underlying interest, the
minimum margin required must be the lesser of:

i) thenormal margin required on the underlying interest; and

ii) the excess of the combined market value of the underlying interest and the put option over the
aggregate exercise value of the put option.

Conversion or long tripo combination

Where, in the case of equity or equity participation unit options, a position in an underlying interest
iscarried long in aclient’s account and the account is also long an equivalent position in put options
and short an equivalent position in call options, the minimum margin required must be:

i)  100% of the market value of the long put options; minus

i1) 100% of the market value of the short call options; plus
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iii) the difference, plus or minus, between the market value of the underlying interest and the
aggregate exercise value of the long put options, where the aggregate exercise value used in the
calculation cannot be greater than the aggregate exercise value of the call options.

Reconversion or short tripo combination

Where, in the case of equity or equity participation unit options, a position in an underlying interest
is carried short in a client’s account and the account is also long an equivalent position in call
options and short an eguivalent position in put options, the minimum margin reguired must be:

i)  100% of the market value of the long call options; minus

i1) 100% of the market value of the short put options; plus

iii) the difference, plus or minus, between the aggregate exercise value of the long call options and
the market value of the underlying interest, where the aggregate exercise value used in the
calculation cannot be greater than the aggregate exercise value of the put options.

(00.00.04)

In addition to the option spreads permitted in article 9105, the following additional option spread

strategies are available for positions in index options and index participation unit options:

a) Box spread involving S& P/T SE 60 Stock Index Options

Where a client account contains one of the following box spread combinations:

. box spread involving index options; or

. box spread involving index participation unit options;

such that a client holds a long and short S&PA-SE-60-Steck-tadex-call option and a long and short
S&PASE-60-Steck-dex-put option with the same expiry month and where the long call option and
short put option, and short call option and long put option have the same strike price, the minimum

margin required must be the lesser of-thefelowingtwe-ameunts:

i)  the greater of the margin requirements calculated for the component call and put en-the-put-or
call-spreads (paragraph a) of article 11205-9105ef-the Rules); er-and

ii) the greater of the out-of-money amounts calculated for the component call and put spreads.
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b) Long Bbutterfly Sspread iavelving S&-P/FSE-60-Stoek-+rdex-Options

Where a client account contains one of the following butterfly spread combinations:

. lonq butterfly spread involving index options; or

. lonq butterfly spread involving index participation unit options;

such that a clienteustomer holds a short position in two S&PA-SE-60-Steck-+adex-call options (or put
options) and the short calls options (or short puts options) are at a middle strike price and are flanked
on either side by along S&PA-SE-60-Steck-tadex-call option (or long put option) having respectively
a lower and higher strike price-respectively, the minimum margin required must be the net market
value of the short and long calls options (or puts options).

Short Bbutterfly Sspread Hivolving-S&P/ASE-60-StocktHhdex-Options

Where a client account contains one of the following butterfly spread combinations:

. short butterfly spread involving index options; or

. short butterfly spread involving index participation unit options;

such that a clienteusterer holds a long position in two S&PASE-60-Steck-trdex-call options (or put
options) and the long calls options (or long puts options) are at a middle strike price and are flanked
on either side by a short S&PASE-60-Steck—ndex—call option (or short put option) having
respectively alower and higher strike price-respectively, the minimum margin required must be the
amount, if any, by which the exercise price-value of the long calls options (or long puts options)
exceeds the exercise price-value of the witten-short calls options (or writter-short puts options);

Fankisticd b thonit e ieodiag,

9108 Index Option and | ndex Participation Unit Option Spread Combinations

a)

(00.00.04)

Call spread combinations and put spread combinations

Where a client account contains one of the following spread combinations:

. long index call option and short index participation unit call option; or

. long index put option and short index participation unit put option; or

. long index participation unit call option and short index call option; or

. long index participation unit put option and short index put option;
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and the short option expires on or before the date of expiration of the long option, the minimum
margin required for the spread combination must be the lesser of:

i) themargin required on the short option; and

ii) thegreater of:

A) theloss amount, if any, that would result if both options were exercised; and

B) the published tracking error margin rate for a spread between the index and the related
index participation units, multiplied by the market value of the underlying index
participation units.

Short call —short put spread combinations

Where a client account contains one of the following combinations:

. short index call option and short index participation unit put option; or

. short index participation unit call option and short index put option:;

the minimum margin required must be the greater of:

i) thegreater of:

A) themargin required on the short call option; or

B) the margin required on the short put option;

i1) the excess of the aggregate exercise value of the short put option over the aggregate exercise
value of the short call option;

iii) the published tracking error margin rate for a spread between the index and the related index
participation units, multiplied by the market value of the underlying index participation units.
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9109 I ndex Option Combinations with Qualifying Baskets of | ndex Securities and | ndex

Participation Units

(00.00.04)
a) Short call option combinations with long qualifying baskets of index securities or long index

participation units

Where a client account contains one of the following option related combinations:

. short index call options and long an equivalent number of qualifying baskets of index securities;
or

. short index call options and long an egquivalent number of index participation units (note:
subject to tracking error minimum margin); or

. short index participation unit call options and long an equivalent number of qualifying baskets
of index securities (note: subject to tracking error minimum margin); or

. short index participation unit call options and long an equivalent number of index participation
units;

the minimum margin required must be the greater of:

i) A) the norma margin required on the qualifying basket of index securities (or index

participation units); minus

B) if any, the in-the-money value associated with the call option;

and

i1) where applicable, the published tracking error margin rate for a spread between the index and
the related index participation units, multiplied by the market value of the underlying index
participation units.

b) Short put option combinations with short qualifying baskets of index securities or short index

participation units

Where a client account contains one of the following option related combinations:

. short index put options and short an eguivalent number of qualifying baskets of index
securities; or

. short index put options and short an equivalent humber of index participation units (note:
subject to tracking error minimum margin); or

. short index participation unit put options and short an equivalent number of qualifying baskets
of index securities (note: subject to tracking error minimum margin); or
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. short index participation unit put options and short an equivalent number of index participation
units;

the minimum margin required must be the greater of:

i) A) thenorma margin required on the qualifying basket of index securities (or participation
units); minus

B) if any, the in-the-money value associated with the put option;

and

i1) where applicable, the published tracking error margin rate for a spread between the index and
the related index participation units, multiplied by the market value of the underlying index
participation units.

L ong call option combinations with short qualifying baskets of index securities or short index

participation units

Where a client account contains one of the following option related combinations:

. long index call options and short an eguivaent number of qualifying baskets of index securities;
or

. long index call options and short an equivalent number of index participation units (note:
subject to tracking error minimum margin); or

. long index participation unit call options and short an equivalent number of qualifying baskets
of index securities (note: subject to tracking error minimum margin); or

. long index participation unit call options and short an equivalent number of index participation
units;

the minimum margin required must be the sum of:

i)  100% of the market value of the call options; and

ii) thegreater of:

A) thelesser of:

) the aggregate exercise value of the call options; and

I the norma credit required on the qualifying basket of index securities (or index
participation units);
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B) where applicable, the published tracking error margin rate for a spread between the index
and the related index participation units, multiplied by the market value of the underlying
index participation units.

d) Long put option combinations with long qualifying baskets of index securities or long index

€)

participation units

Where a client account contains one of the following option related combinations:

. long index put options and long an equivalent number of qualifying baskets of index securities;
or

. long index put options and long an equivaent number of index participation units (note: subject
to tracking error minimum margin); or

. long index participation unit put options and long an equivaent number of qualifying baskets of
index securities (note: subject to tracking error minimum margin); or

. long index participation unit put options and long an equivalent number of index participation
units;

the minimum margin required must be the greater of:

i) thelesser of:

A) the norma margin required on the qualifying basket of index securities (or index
participation units); and

B) the excess of the combined market value of the qualifying basket of index securities (or
index_participation units) and the put option over the aggregate exercise value of the put

option;

and

i1) where applicable, the published tracking error margin rate for a spread between the index and
the related index participation units, multiplied by the market value of the underlying index
participation units.

Conversion or long tripo combinations

Where a client account contains one of the following option related combinations:

. long a qualifying basket of index securities, long an eguivaent number of index put options and
short an equivalent nhumber of index call options (note: subject to incremental basket margin
where qualifying basket is imperfect); or
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. long index participation units, long an equivalent number of index put options and short an
equivaent number of index call options (note: subject to tracking error minimum margin); or

. long a qualifying basket of index securities, long an equivalent number of index participation
unit put options and short an equivalent number of index participation unit call options (note:
subject to incremental basket margin where qualifying basket is imperfect and subject to
tracking error minimum margin); or

. long index participation units, long an equivalent number of index participation unit put options
and short an equivalent number of index participation unit call options;

the minimum margin required must be the sum of:

i)  where applicable, the calculated incremental basket margin rate for the qualifying basket of
index securities, multiplied by the market value of the qualifying basket;

and

il) the greater of:

A) thesum of:

) 100% of the market value of the long put options; minus

I 100% of the market value of the short call options; plus

[11) the difference, plus or minus, between the market value of the qualifying basket of
index securities (or index participation units) and the aggregate exercise value of the
long put options, where the aggregate exercise value used in the calculation cannot be
greater than the aggregate exercise value of the call options;

and

B) where applicable, the published tracking error margin rate for a spread between the index
and the related index participation units, multiplied by the market value of the underlying
index participation units.

f) Reconversion or short tripo combinations

Where a client account contains one of the following option related combinations:

. short a qualifying basket of index securities, short an equivalent number of index put options
and long an equivalent number of index call options (note: subject to incremental basket margin
where qualifying basket is imperfect); or

. short index participation units, short an equivalent number of index put options and long an
equivaent number of index call options (note: subject to tracking error minimum margin); or
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. short a qualifying basket of index securities, short an equivalent number of index participation
unit put options and long an equivalent number of index participation unit call options (note:
subject to incremental basket margin where qualifying basket is imperfect and subject to
tracking error minimum margin); or

. short index participation units, short an equivalent number of index participation unit put
options and long an equivalent number of index participation unit call options;

the minimum margin required must be the sum of:

i)  where applicable, the calculated incremental basket margin rate for the qualifying basket of
index securities, multiplied by the market value of the qualifying basket;

and

il) thegreater of:

A) thesum of:

) 100% of the market value of the long call options; minus

I 100% of the market value of the short put options; plus

[11) the difference, plus or minus, between the aggregate exercise value of the long call
options and the market value of the qualifying basket of index securities (or index
participation units), where the aggregate exercise value used in the calculation cannot
be greater than the aggregate exercise value of the put options;

and

B) where applicable, the published tracking error margin rate for a spread between the index
and the related index participation units, multiplied by the market value of the underlying
index participation units.

9110 —9120 (reserved)

158519121ExchangetTraded fFutures eContracts — Gener al Provisions
(00.00.04)

a) The ExehangeBourse shall establish margin requirements applicable to al—share-futures contracts
positions held by clients and no Aapproved Pparticipant shall effect a share-futures contract
transaction or carry an account for a client without proper and adequate margin, which shal-must be
obtained as promptly as possible and maintained in conformity with the provisions of this section:;
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b) Mmargin requirements established by the Exehange-Bourse may be made applicable to one or more
rather than al wmembers—approved participants or clients if deemed necessary by the

ExchangeBourse:;

c) Ffor clients, the margin requirements set-eut-in-this-article-will be satisfied by the deposit of cash,
margin receipts or securities for which the loan value, as established pursuant to articles 7202 to
7206-of-the-Rules, equals or exceeds the margin required-by-this-article. In the case of a margin
receipt, the receipt must certify that Ggovernment securities are held for futures contracts positions
of anamed client. For the purposes of this receipt, the allowable government securities must mature
within one year from the date of the deposit and the required margin covered by the receipt must not
be greater than 90% of the par value of such securities held on deposit. All Ggovernment securities
which are an acceptable form of margin for the Canadian-Derivatives-Cclearing Scorporation are
aHewableacceptable:;

€d) from time to time, Fthe Exehange Bourse may impose from-thme-to-thme-special margin requirements
with respect to particular Exchange-traded-snaares-futures contracts or te-particular positions in
Exehange traded-share-futures contracts.

158529122Margin-Reguired-for-Simple or Spread Positionsin £EutureseContracts
(00.00.04)

a) Sharesfuturescontracts positions

i) Fhemargreguirements-which-must-be-effective-en-altFor simple er-spread-positions in share
futures contracts held en—behalf—-ofin a client's account, are-determined-by-the-Beurse—A
accordance-with-the felowing-methoedelogythe margin required must be the sum of:

Fhesumof:

A) the-product-of-the-threefollowing-elements:the floating margin rate of the underlying
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b)

B) thegreater of:

1) 10% of the floating margin rate of the underlying interestdetermined-n-a)-and-b)
abeve; and

1)  where the floating margin rate of the underlying interest sum-of-a)-and-b}-is:

a) lessthan 10%, 5%;
b) lessthan 20% but greater or equal to 10%, 4%;; or
C) greater or equal to 20%, 3%;;

shall-be-addedmultiplied by the daily settlement value of the futures contracts.

ii) For spread positions in share futures contracts held in a client's account, the margin
requirements are determined by the Bourse in collaboration with the clearing corporation, from
timeto time.

15741 Marginreguirements| ndex futures contracts positions

The margin requirements which must be effective-applied on all positionsin index Ffutures contracts
e e e e e s 115 [0 e
ehentsin a client's account are determined by the ExehangeBourse, in collaboration with the
Cclearing Scorporation, from time to time.

a)

Futures Contracts and Secur |tv Combinations

(00.00.04)

Shar e futur es contr acts — under lying shar e combinations

Where a client account contains one of the following combinations:

hort-pesition-H-an-underhying-shareis-paired-with-a-long share futures contract and short an

equivalent position in the er-a-same-underlying seeurityshare;; or

. short share futures contract and long an equivalent position in the underlying share;

the minimum margin required must be 3%-the published tracking error margin rate for a spread
between the futures contract and the related underlying share, multiplied by ef-the market value of

the shert-pesitionunderlying share.
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b) 45878-e)-Short share futures contracts—long warrants, rights, instalment receipts combination

sabparagraphs Where a cIrent hol ds a short share futures contract on the shares of an issuer and a
long position in warrants, rights, shares, instalment receipts or other securities pursuant to the terms
of which the holder is entitled to acquire the same class and at |east the same number of shares of the
same issuer, Fthe margin required; ir+espect-of-the-accounts-of-custormers-with-such-pesitions-must
be equal to the difference between the market value of the long position and the settlement value of
the short share futures contract, plus the aggregate of the subscription price or other cost or charge
payable in connection with the acquisition of shares underlying to the relevant warrant, right, share,
instaltment receipt or other security.

c) 45878H)-Short sharefutures contracts—long capital shares

cIrent hoI ds along posrtron in caprtal shares parredwthand ashort share futures contract the margin
required is the-felewing margin as prescribed in article 7202 A) 2) a)-of-the Rules-of-theExchange.

For-thepurpese-ef-the-present-articte~+In no case; the margin required may be less than 3% of the

settlement value of the share futures contract.

NOTFE:The market value of the underlying security to be used for the calculation of the required
margin pursuant to article 7202 A 2) a) ef-the Rules-of-the-Exechange-is the settlement value of the
share futures contract.

9124 Shar e Futur es Contracts Combinations with Equity Options
(00.00.04)

With respect to equity options and share futures contracts held in clients accounts, where the option
contracts and the futures contracts have the same settlement date, or can be settled in either of the two
nearest contract months, the option contracts and the futures contracts may be offset as follows:

a) Short equity call options—long share futures contracts

Where a call option is carried short for a client’s account and the account is also long a share futures
contract on the same number of units of trading on the same underlying share, the minimum margin
required must be the greater of:

i) A) themargin required on the futures contract; less

B) the aggregate market value of the call option;

and

ii) the published tracking error margin rate for a spread between the futures contract and the
related underlying share, multiplied by the market value of the underlying share.
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b) Short equity put options—short share futur es contr acts

C)

Where a put option is carried short for aclient’ s account and the account is also short a share futures
contract on the same number of units of trading on the same underlying share, the minimum margin
required must be the greater of:

i) A) themargin required on the futures contract; less

B) the aggregate market value of the put option;

and

ii) the published tracking error margin rate for a spread between the futures contract and the
related underlying share, multiplied by the market value of the underlying share.

L ong equity call options—short share futures contracts

Where a call option is carried long for a client’s account and the account is also short a share futures
contract on the same number of units of trading on the same underlying share, the minimum margin
required must be the greater of:

i) the published tracking error margin rate for a spread between the futures contract and the
related underlying share, multiplied by the market value of the underlying share;

and

ii) A) Out-of-the-money position

The aggregate market value of the call option; plus the lesser of:

) the aggregate exercise value of the call option less the daily settlement value of the
futures contract; or

) the margin required on the futures contract;

B) In-the-money or at-the-money position

) the aggregate market value of the call option; less

) the aggregate in-the-money amount of the call option.
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d) L ong equity put options—Ilong shar e futur es contracts

€)

Where a put option is carried long for a client’s account and the account is also long a share futures
contract on the same number of units of trading on the same underlying share, the minimum margin
required must be the greater of:

i) the published tracking error margin rate for a spread between the futures contract and the
related underlying share, multiplied by the market value of the underlying share;

and

ii) A) Out-of-the-money position

The aggregate market value of the put option; plus the lesser of:

) the daily settlement value of the futures contract less the aggregate exercise value of
the put option; or

) the margin required on the futures contract;

B) In-the-money or at-the-money position

) the aggregate market value of the put option; less

1) the aggregate in-the-money amount of the put option.

Conversion or long tripo combination involving equity options and shar e futur es contr acts

Where a put option is carried long for a client’s account and the account is also short a call option
and long a share futures contract on the same number of units of trading on the same underlying
share with the same expiry date, the minimum margin required must be the greater of:

i) A) thegreater of the difference, plus or minus, between the daily settlement value of the long
futures contract and the aggregate exercise value of the long put option or the short cal

option; plus

B) the aggregate net market value of the put and call options;

and

ii) the published tracking error margin rate for a spread between the futures contract and the
related underlying share, multiplied by the market value of the underlying share.
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f) Reconversion or short tripo combination involving eguity options and shar e futur es contr acts

Where a put option is carried short for a client’s account and the account is also long a call option
and short a share futures contract on the same number of units of trading on the same underlying
share with the same expiry date, the minimum margin required must be the greater of:

i) A) the greater of the difference, plus or minus, between the aggregate exercise value of the
long call option or short put option and the daily settlement value of the short futures

contract; plus

B) the aggregate net market value of the put and call options;

and

ii) the published tracking error margin rate for a spread between the futures contract and the
related underlying share, multiplied by the market value of the underlying share.

157129125 Margin-offsatsindex Futures Contract Combinationswith Qualifying Baskets of
Index Securities and Index Participation Units
(00.00.04)

Where a client account contains one of the following futures contracts related combinations:

* long aqualifying basket of index securities and short an equivalent number of index futures contracts
(note: subject to incremental basket margin where qualifying basket is imperfect); or

* |long index participation units and short an equivalent number of index futures contracts; or

e short aqualifying basket of index securities and long an equivalent number of index futures contracts
(note: subject to incremental basket margin where qualifying basket is imperfect); or

e short index participation units and long an equivalent number of index futures contracts;

i) 1.60%;the published tracking error margin rate for a spread between the futures contracts and the

related index or index participation units; plus

ii) where applicable, the calculated incremental basket margin rate for the qualifying basket of the
S&PITSE 60-Steck-lindex securities;;

multiplied by the market value of the qualifying basket of index securities (or index participation units)ef
S2 PITSE 60 Stock Ind -
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9126 I ndex Futures Contract Combinations with Index Options

(00.00.04)

With respect to offsets between index options, index participation unit options and index futures

contracts held in client accounts, the option contracts and the futures contracts must have the same

settlement date, or can be settled in either of the two nearest contract months, and no partial offsets are

permitted.

a)

Short index call options or short index participation unit call options — long index futures

b)

contracts

Where a client account contains one of the following futures contracts and options related
combinations:

. short index call options and long index futures contracts; or

. short index participation unit call options and long index futures contracts;

the minimum margin required must be the greater of:

i) A) themargin required on the futures contracts; less

B) the aggregate market value of the call options;

and

i1) the published tracking error margin rate for a spread between the futures contracts and the
related index or index participation units, multiplied by the market value of the underlying
qualifying basket of index securities or index participation units.

Short index put options or short index participation unit put options — short index futures

contracts

Where a client account contains one of the following futures contracts and options related
combinations:

. short index put options and short index futures contracts; or

. short index participation unit put options and short index futures contracts;

the minimum margin required must be the greater of:

i) A) themargin required on the futures contracts; less

B) the aggregate market value of the put options;
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ii) the published tracking error margin rate for a spread between the futures contracts and the
related index or index participation units, multiplied by the market value of the underlying
qualifying basket of index securities or index participation units.

c) Long index call options or long index participation unit call options — short index futures
contracts

Where a client account contains one of the following futures contracts and options related

combinations:

. long index call options and short index futures contracts; or

. long index participation unit call options and short index futures contracts;

the minimum margin required must be the greater of:

i) the published tracking error margin rate for a spread between the futures contracts and the
related index or index participation units, multiplied by the market value of the underlying
qualifying basket of index securities or index participation units;

and

ii) A) Out-of-the-money position

The aggregate market value of the call options; plus the lesser of:
) the aggregate exercise value of the call options less the daily settlement value of the
futures contracts; or
1) the margin required on the futures contracts;
B) In-the-money or at-the-money position
) the aggregate market value of the call options; less
1) the aggregate in-the-money amount of the call options.
d) Long index put options or long index participation unit put options — long index futures

contracts

Where a client account contains one of the following futures contracts and options related
combinations:

. long index put options and long index futures contracts; or

. long index participation unit put options and long index futures contracts;
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the minimum margin required must be the greater of:

i) the published tracking error margin rate for a spread between the futures contracts and the
related index or index participation units, multiplied by the market value of the underlying
qualifying basket of index securities or index participation units;

and

ii) A) Out-of-the-money position

the aggregate market value of the put options; plus the lesser of:

) thedaily settlement value of the futures contracts less the aggregate exercise vaue of
the put options; or

) the margin required on the futures contracts;

B) In-the-money or at-the-money position

) the aggregate market value of the put options; less

1) the aggregate in-the-money amount of the put options.

Conversion or long tripo combination involving index options or index participation unit

options and index futur es contracts

Where a client account contains one of the following tripo combinations:

. long index futures contracts and long index put options and short index call options with the
same expiry date; or

. long index futures contracts and long index participation unit put options and short index
participation unit call options with the same expiry date;

the minimum margin required must be the greater of:

i) A) thegreater of the difference, plus or minus, between the daily settlement value of the long
futures contracts and the aggregate exercise value of the long put options or the short call

options; plus

B) the aggregate net market value of the put and call options;

and

i1) the published tracking error margin rate for a spread between the futures contracts and the
related index or index participation units, multiplied by the market value of the underlying
qualifying basket of index securities or index participation units.
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f) Reconversion or short tripo combination involving index options or index participation unit
options and index futur es contracts

Where a client account contains one of the following tripo combinations:

. short index futures contracts and short index put options and long index call options with the
same expiry date; or

. short index futures contracts and short index participation unit put options and long index
participation unit call options with the same expiry date;

the minimum margin required must be the greater of:

i) A) the greater of the difference, plus or minus, between the aggregate exercise value of the
long call options or short put options and the daily settlement value of the short futures

contracts; plus

B) the aggregate net market value of the put and call options;

and

ii) the published tracking error margin rate for a spread between the futures contracts and the
related index or index participation units, multiplied by the market value of the underlying
qualifying basket of index securities or index participation units.

9127 — 9150 (reserved)

9151 Margin Requirementsfor Positionsin and Offsets | nvolving OCC Options
(00.00.04)

The margin requirements for OCC options must be the same as set out in articles 9101 through 9150.

9152 Margin Requirementsfor Positionsin and Offsets | nvolving Sponsor ed Options
(00.00.04)

11202 ¢)-The margin requirements for sponsored options apphy—te-spensered-are the same as the
margin requirements for options set out in articles 9101 through 9150, with the following exceptions:

a) 11205-a)}-tin the case of pairings involving eEuropean-style or cash settlement sponsored options, the
required margin must not be less than five pereent{5%j of the underlying security market value:;

b) 31207-e)-Furthermerefor pairings, the units of trading for call and-or put sponsored options must
represent equivalent units of trading of any other options or an equivalent quantity of the underlying
interest:; and

c) 11202d)in the case of sponsored options, a client of an approved participant is prohibited to hold a
short position with the exception of sponsors for whieh-whom the capital rules applicable are those
defined in articles 11226-and-feHowing9201 through 9300.
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Section 9201 - 9300
Capital Requirements on Equity-Related Derivatives

112269201 Charges-Against-CapitatExchange Traded Options — General

a)

b)

(00.00.04)

With respect to an approved participant account, erte-a-speciatisi-or-a market maker account,-ef-an

approved—participant—or—of—a restricted trading permit holder account for which an-a clearing
approved participant {er-a-ctearing-firm)-has issued a letter of authorization or ef-a sponsor account,
the Bourse has established certain charges against capital:;

in the treatment of spreads, the long position may expire before the short position;

C)

for any short position carried for a client or non-client account where the account has not provided

d)

required margin, any shortfall must be charged against the approved participant’ s capital;

where an approved participant account holds both CDCC options and OCC options that have the

same underlying interest, the OCC options may be considered to be options for the purposes of the
calculation of the capital reguirements for the account under the provisions of this section;

Hmpese-from time to time the Bourse may impose

speC|aI capital eharg%— @uw ements with respect to particular exchange—traded—options or te
particular positions in exchange-traded-options.

112279202Capitatrequted—-Unpaied-tL ong er-shert-Option pPositions ir-options

)

(00.00.04)

For approved participant accounts, Ssubject to paragraph b), the capital required te-earryfor a long

eal-erlong-putoption is the market value of the option;. Where but-this-ameunt-may-be-reduced-by

EO%-eltheomeuntbywhichthe option isia-the-menewherthepremium is caualte-orgreatethan
$1 or more, the capital required for the option may be reduced by 50% of any in-the-money amount

associated with the optionera-the-case-of T-biH-optiors-20-basispeints:;

Wwhere, in the case of steek-equity options, the underlying security in respect of along call option
is the subject of alegal and binding cash take-over bid for which all the conditions have been met,
the capital required on such call shaltoption must be the market value of the call_option, less the
amount by which the amount offered exceeds the exercise price of the call option. Where such eash-a
take-over bid is made for less than 100% of the issued and outstanding securities, the redueed-capital
requirement shaH-must be applied pro-rata in the same proportion as the offer, and paragraph a) shalt
must apply to the balance.
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11227 €)9203 Short Option Positions
(00.00.04)

The minimum capital required which must be maintained in respect of each-unpaired-put-or-cal-an
optlon carried short |n an approved partl Cipant account shal-l—must be—the—maﬁeet—valae—ef—saeh—epﬂen

i) a percentage of the market value of the underlying interest determined using the following
percentages.

A) for eguity options or eguity participation unit options, 15%;

B) for index options or index participation unit options, the published floating margin rate for the
index or index participation unit;

minus

i) any out-of-the-money amount associated with the option.

9204 Covered Option Positions
(00.00.04)

a) No capita is required for a call option carried short in an approved participant account, which is
covered by the deposit of an escrow receipt. The underlying interest deposited in respect of such
options shall not be deemed to have any value for capital purposes.

Evidence of a deposit of the underlying interest shall be deemed an escrow receipt for the purposes
hereof if the agreements required by the rules of the clearing corporation have been executed and
delivered to the clearing corporation and if a copy thereof is available to the Bourse. The issuer of
the escrow receipt covering the escrow deposit must be a financial institution approved by the
clearing corporation;

b) no capital is required for a put option carried short in an approved participant account which is
covered by the deposit of an escrow receipt which certifies that acceptable government securities are
being held by the issuer of the escrow receipt for the account of the approved participant. The
acceptable government securities held on deposit:

i)  must be government securities:

A) which are acceptable forms of margin for the clearing corporation; and

B) which mature within one year of their deposit; and

ii) shall not be deemed to have any value for capital purposes.

The aggregate exercise value of the short put options must not be greater than 90% of the aggregate
par value of the acceptable government securities held on deposit. Evidence of the deposit of the
acceptable government securities shall be deemed an escrow receipt for the purposes hereof if the
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agreements required by the rules of the clearing corporation have been executed and delivered to the
clearing corporation and if a copy thereof is available to the Bourse on request. The issuer of the
escrow receipt covering the escrow deposit must be a financia institution approved by the clearing
corporation; and

c) No capital is required for a put option carried short in an approved participant account if the
approved participant has obtained a letter of guarantee, issued by a financial institution which has
been authorized by the clearing corporation to issue escrow receipts, in a form satisfactory to the
Bourse, and is:

i) abank which is a Canadian chartered bank or a Quebec savings bank; or

i1) atrust company which is licensed to do business in Canada, with a minimum paid-up capital
and surplus of $5,000,000:;

provided that the |etter of guarantee certifies that the bank or trust company:

iii) holds on deposit for the account of the approved participant cash in the full amount of the
aggregate exercise value of the put option and that such amount will be paid to the clearing
corporation against delivery of the underlying interest covered by the put option; or

iv) unconditionally and irrevocably guarantees to pay to the clearing corporation the full amount of
the aggregate exercise value of the put option against delivery of the underlying interest
covered by the put option;

and further provided that the approved participant has delivered the letter of guarantee to the clearing
corporation and the clearing corporation has accepted it as margin.

112289205Capital- Required-forPaired-Option Pesitienrs{Spreads)y and Combinations
(00.00.04)

a) Call spreads and put spreads

Where an approved participant account contains one of the following spread a-pesition-avolved-the
pairings-ef:

*  ashertealand-along call_option and short call option; or of

*  ashertputand-along put_option and short put option;

the minimum capital required must be the lesser of: isthe-market-value-ef-the-tong-optionplus-the
oss{up-to-the capi equi ton)-or-less the gain{up-to- 50% of the

i) the capita required on the short option; or

ii) the spread loss amount, if any, that would result if both options were exercised.
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Short call —short put spreads

d)

Where a shert—call option is carried short for an approved participant's account and the account is
also and-short a put option on the same number of units of trading on the same underlying interest,
are-patredthe minimum capital required must be the greater of : |

alallala\Vila
o v

ata)
Cct 7

FeenbrereRh

i)  thegreater of:

A) the capital required on the call option; or

B) the capital required on the put option;

and

i1) the excess of the aggregate exercise value of the put option over the aggregate exercise value of
the call option.

L ong call —long put spreads

Where ateng-call option is carried long for an approved participant’ s account and the account is also
and-a-long a put option on the same number of units of trading on the same underlying interestare
paired, the minimum capital required must be:

i) +s100% of the market value of the call option; plus

ii) 100% of the market value of the put option; tessminus
iii) the higher-greater of :-thefelowing-ameudnts:

tA) either-the amount by which exeess-ef-the aggregate exercise price-value of the put option
exceeds ever-the aggregate exercise price-value of the call option; -or

HB) either-50% of the total of the amount by which each option is in-the-money.

L ong call —short call —long put

Where a teng-call option is carried long for an approved participant's account and the account is also
rs-paired-with-a-short a call option and with-a-long a put_option on the same number of units of
trading on the same underlying interest, the minimum capital required ismust be:

i)  100% of the market value of the long call option; plus the-market-of-thelong-put

i) 100% of the market value of the long put option; minus tessthe gain-orplusthetossif-both-calt

iii) 100% of the market value of the short call option; plus
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iv) the greater of:

A) any excess of the aggregate exercise value of the long call option over the aggregate
exercise value of the short call option; and

B) any excess of the aggregate exercise value of the long call option over the aggregate
exercise value of the long put option.

Where the amount calculated in iv) is negative, this amount may be applied against the capita
charge.

€) 41229 ¢)Short call —long warrant

Where a shert-call option is paired-withcarried short for an approved participant's account and the
account is also long pesitien-in-a marginable-warrant on the same number of units of trading on the

same underlying interestwhich—is—exchangeable-into—the-underlying—stock, the minimum capital
required shal-must be the sum of:

i) thelesser of:

A) the capital required on the call option; or

B) the spread loss amount, if any, that would result if both the option and the warrant were
exercised;

and

i) 25%eoftheintrinsic-value-of-the-warrant-being-the excess of the market value of the underhying
seeuritywarrant over the subscription—pricein-the-money value of the warrant_multiplied by
25%;

and

iii) thein-the-money value of the warrant, multiplied by:

A)  plus50%

the expiration date of the warrant is nrneg months or more aways; or

B) but-100%, where rtsrthe the expiration date of the warrant is less than nme9 months aways;

Hewever—tThe excess-ef-the-market value of the shorted call option may be used to reduce ever-the

capital required on the long warrant, subjectpesition-may-net-be-used-tebut cannot reduce the capital
required en-anether-pesitionto less than zero.
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Securlty Comblnatlons

(00.00.04)

Short call —long underlying (or convertible) combination

Where, in the case of equity or equity participation unit options, a shert-call option is carried short in
an approved participant's account and the account is also paired-with-a-long an equivalent position in
the underlying seeurity- interest or a-shert-putis-paired-with-a-short-underhying-seeuritysin the case of
equity options in a security readily convertible or exchangeable (without restrictions other than the
payment of consideration and within a reasonable time provided such time must be prior to the
expiration of the call option) into the underlying interest, or in the case of equity participation unit
options in securities readily exchangeable into the underlying interest, the minimum capital required
tsmust be the sum of:

i) A) thenormal capita required on the underlying interest; minus

B) if any, the in-the-money value associated with the call option;

and

i1) where a convertible security or exchangeable security is held, any excess of the market value of
the convertible or exchangeable security over the market value of the equivalent number of
underlying securities.

The market value of the short call option may be used to reduce the capital required on the long
security, but cannot reduce the capital required to less than zero.

Short put —short underlying combination

Where, in the case of equity or equity participation unit options, a put option is carried short in an
approved participant’ s account and the account is also short an equivalent position in the underlying
interest, the minimum capital required must be:

i) thenormal capital required on the underlying interest; minus

ii) if any, the in-the-money value associated with the put option.

The market value of the short put option may be used to reduce the capital required on the short
security, but cannot reduce the capital required to less than zero.

call —short underlylnq comblnatlon

Where, in the case of equity or equity participation unit options, a call option is carried long in an
approved participant’s account and the account |s also a—short an_equivalent postlon in an—the
underlying interestste = ‘ '
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a a alalava alalala

thh-amng-put—enthe&meendedymg—seeuﬁty the minimum capltal requi red must be the sum of

i) s100% of the market value of the call optionptus, and

ii) thelesser of-thefeHowing-ameudnts:

A) the-ameuntby-which-the-eption—+sany out-of-the-money_value associated with the call
option; or

B) thenormal capital reguired on the underlying interest.

Nete—TFhe-ameunt-by-whiehWhere the call option is in-the-money, H-anythis in-the-money value
may be used-te-redueceapplied against the capital required, but cannot reduce the capital required to
less than zeroup to the market value of the long option.

d) Longput —long underlying combination

Where, in the case of equity or equity participation unit options, a put option is carried long in an
approved participant’ s account and the account is also long an equivalent position in the underlying
interest, the minimum capital required must be the lesser of:

i) thenormal capital required on the underlying interest; and

ii) the excess of the combined market value of the underlying interest and the put option over the
aggregate exercise value of the put option.

Where the put option is in-the-money, this in-the-money value may be applied against the capita
required, but cannot reduce the capital required to less than zero.

) 11232Capital Reguired-onConversions- or long tripo combination

Where, in the case of equity or equity participation unit options, a position in an underlying interest
is carried long in an approved participant’s account and the account is also along an equivalent
position in put_options and spaired-with-a-short an equivalent position in call optionsard-ateng
pesition-Ha-the-underlyHag-seedrity, the minimum capital required +smust be:

i) 100% of the market value of the long put options;-; minus

ii) 100% of the market value of the short call options; plus

iii) the difference, plus less-or minus, between the market value of the underlying interest and the
aggregate the-profit-which-may-result-from-the-exercise value of the |ong put options, where the
aggregate exercise value used in the calculation cannot be greater than the aggregate exercise
value of the call options.
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1) 31231 Capital Required-onReconver sions- or short tripo combination

Where, in the case of equity or equity participation unit options, a position in an underlying interest
is carried short in an approved participant’s account and the account is aso long an equivalent
position in call options and s-patred-with-a-short an equivalent position in put optionsand-a-shert

pesition-Ha-the-underlyHag-seedrity, the minimum capital required +smust be:

i) 100% of the market value of the call options;-; minus

ii) 100% of the market value of the short put options; plus

iii) the difference, plus thetess-or minus-theprofit, between the aggregate which-mayresult-from
the-exercise value of the long call options and the market value of the underlying interest, where
the aggregate exercise value used in the calculation cannot be greater than the aggregate
exercise value of the put options.

115019207Muttipte-Option Spreads Combirations+ nvolving S&PA-SE-60-Steek-I ndex

OptiensProducts
(00.00.04)

In addition to the option spreads permitted in article 9205, the following additional option spread

strategies are available for positions in index options and index participation unit options:

a)

Box Sepread hvebing E2- RO EE B0 Stock lndocOntions

Where an approved participant account contains one of the following box spread combinations:

. box spread involving index options; or

. box spread involving index participation unit options;

such that an member—approved participant holds a long and short S&PA-SE-60-Steck—tndex—call
option and a long and short S&PASE-60-Steek-tndex—put option with the same expiry month and
where the long call option and short put_option, and short call option and long put option have the
same strike price, the minimum capital ehargerequired must be the lesser of:

i) the difference, plus or minus, between the aggregate exercise price-value of the long cal

options and the aggregate exercise price-value of the long put_options;; and muttiphed-by-the
srbeedingsleg

i) the net market value of the options.

Long Bbutterfly Sspread ivelving-S&PH-SE-60-Stock-ndex-Options

Where an approved participant account contains one of the following butterfly spread combinations:

. lonq butterfly spread involving index options; or
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. lonq butterfly spread involving index participation unit options;

such that member-an approved participant holds a short position in two S&PA-SE-60-Stock—tndex
call options (or put options) and the short calls options (or short puts options) are at a middle strike
price and are flanked on either side by a long S&PA-SE-60-Steck—tndex—call option (or long put
option) having respectively a lower and higher strike price—respectively, the minimum capital
required must be the net market value of the short and long calls options (or puts options).

Short Bbutterfly Sgpread ivolving-S&P/ASE-60-Steck-Hrdex-Options

Where an approved participant account contains one of the following butterfly spread combinations:

. short butterfly spread involving index options; or

. short butterfly spread involving index participation unit options;

such that an memberapproved participant holds a long position in two S&PA-SE-60-Steck-tndex
calls options (or put options) and the long calls options (or long puts options) are at a middle strike
price and are flanked on either side by a short S&PA-SE-60-Steck-tndex—call option (or short put
option) having respectively a lower and higher strike price—respectively, the minimum capital
required must be the amount, if any, by which the exercise price-value of the long calls options (or
long puts options) exceeds the exercise price-value of the written-short calls options (or wiittea-short

puts options)-wdttiphied-by-the unit-of-trading.

115069208S&P/FSE-60-Stock-HRPU-options-offset-with-S&P/-SE-60-Stoek-1 ndex eOptions and

Index Participation Unit Option Spread Combinations

(00.00.04)

a) Loeng—S&PFSE-60-Steck—tHPY—calls——Short—S& P SE-—60—Steck—thrdex—ealsCall spread

combinations and put spread combinations

Where an member-approved participant account contains one of the following spread combinations:

. long index call option and short index participation unit call option; or

. long index participation unit call option and short index call option; or

. long index put option and short index participation unit put option; or

. long index participation unit put option and short index put option;

S&P%E@O&eelemd@eeau—epnens the minimum capltal reqw red must bethe Ieﬁer ofparagraphs
ertosetews

i) a—the capital etherwiserequired on the short ealts-phusoption; and

/39




APPENDIX B

b} the-capital-otherwi irocl on thel s,

ii) the greater of:

A) the spread loss amount, if any, that would result if both options were exercised; and

B) the published tracking error margin rate for a spread between the index and the related
participation units, multiplied by the market value of the underlying participation units.

b) Shert-S&PASE-60-StockHPU-puts—Short-S&P/FSE-60-Stock-thdex-eatsShort call —short put

spread combinations

Where an memberapproved participant account contains one of the following spread combinations:

. short index call option and short index participation unit put option; or

. short index participation unit call option and short index put option:;

sittonHA-S&P 60-Sto tons-offset-by-an-equival WTaala
S&PASE-60-Steck-Hdex-ecal-eptions-the minimum capital required must be the greater of:

i) thegreater of:

A) the capital required on the short call option; or

B) the capital required on the short put option;

i1) the excess of the aggregate exercise value of the short put option over the aggregate exercise
value of the short call option;

and

iii) the published tracking error margin rate for a spread between the index and the related index
participation units, multiplied by the market value of the underlying index participation units.
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9209 I ndex Option Combinations with Qualifying Baskets of | ndex Securities and | ndex

Participation Units

(00.00.04)
a) Short call option combinations with long qualifying baskets of index securities or long index

participation units

Where an approved participant account contains one of the following option related combinations:

. short index call options and long an equivalent number of qualifying baskets of index securities;
or

. short index call options and long an egquivalent number of index participation units (note:
subject to tracking error minimum margin); or

. short index participation unit call options and long an equivalent number of qualifying baskets
of index securities (note: subject to tracking error minimum margin); or

. short index participation unit call options and long an equivalent number of index participation
units;

the minimum capital required must be the greater of:

i) A) the norma capital required on the qualifying basket of index securities (or index

participation units); minus

B) if any, the in-the-money value associated with the call option;

and

i1) where applicable, the published tracking error margin rate for a spread between the index and
the related index participation units, multiplied by the market value of the underlying index
participation units.

b) Short put option combinations with short qualifying index baskets or short index participation

units

Where an approved participant account contains one of the following option related combinations:

. short index put options and short an eguivalent number of qualifying baskets of index
securities; or

. short index put options and short an equivalent humber of index participation units (note:
subject to tracking error minimum margin); or

. short index participation unit put options and short an equivalent number of qualifying baskets
of index securities (note: subject to tracking error minimum margin); or
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short index participation unit put options and short an equivalent number of index participation

units;

the minimum capital required must be the greater of:

i) A) the norma capital required on the qualifying basket of index securities (or index
participation units); minus
B) if any, the in-the-money value associated with the put option;

and

where applicable, the published tracking error margin rate for a spread between the index and

the related index participation units, multiplied by the market value of the underlying index
participation units.

L ong call option combinations with short qualifying baskets of index securities or short index

participation units

Where an approved participant account contains one of the following option related combinations:

long index call options and short an eguivaent number of qualifying baskets of index securities;

or

long index call options and short an equivalent number of index participation units (note:

subject to tracking error minimum margin); or

long index participation unit call options and short an equivalent number of qualifying baskets

of index securities (note: subject to tracking error minimum margin); or

long index participation unit call options and short an equivalent number of index participation

units;

the minimum capital required must be the sum of:

i)

100% of the market value of the call options; and

i)

the greater of:

A) thelesser of:

) the aggregate exercise value of the call options less the market value of the qualifying
basket of index securities (or index participation units); and

1) the normal capital required on the gualifying basket of index securities (or index
participation units);

/42




APPENDIX B

and

B) where applicable, the published tracking error margin rate for a spread between the index
and the related index participation units, multiplied by the market value of the underlying
index participation units.

d) Long put option combinations with long qualifying baskets of index securities or long index

€)

participation units

Where an approved participant account contains one of the following option related combinations:

long index put options and long an equivalent number of qualifying baskets of index securities;

or

long index put options and long an equivaent number of index participation units (note: subject

to tracking error minimum margin); or

long index participation unit put options and long an equivaent number of qualifying baskets of

index securities (note: subject to tracking error minimum margin); or

long index participation unit put options and long an equivalent number of index participation

units;

the minimum capital required must be the greater of:

i)

the lesser of:

A) thenormal capital required on the qualifying basket (or participation units); and

B) the excess of the combined market value of the qualifying basket (or participation units)
and the put option over the aggregate exercise value of the put option;

where applicable, the published tracking error margin rate for a spread between the index and

the related index participation units, multiplied by the market value of the underlying index
participation units.

Conversion or long tripo combinations

Where an approved participant account contains one of the following option related combinations:

long a qualifying basket of index securities, long an equivaent number of index put options and

short an equivalent humber of index call options (note: subject to incremental basket margin
where qualifying basket is imperfect); or

long index participation units, long an equivalent number of index put options and short an

equivaent number of index call options (note: subject to tracking error minimum margin); or
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. long a qualifying basket of index securities, long an equivalent number of index participation
unit put options and short an equivalent number of index participation unit call options (note:
subject to incremental basket margin where qualifying basket is imperfect and subject to
tracking error minimum margin); or

. long index participation units, long an equivalent number of index participation unit put options
and short an equivalent number of index participation unit call options;

the minimum capital required must be the sum of:

i)  where applicable, the calculated incremental basket margin rate for the qualifying basket of
index securities, multiplied by the market value of the qualifying basket;

and

il) the greater of:

A) thesum of:

) 100% of the market value of the long put options; minus

I 100% of the market value of the short call options; plus

[11) the difference, plus or minus, between the market value of the qualifying basket of
index securities (or index participation units) and the aggregate exercise value of the
long put options, where the aggregate exercise value used in the calcul ation cannot be
greater than the aggregate exercise value of the call options;

and

B) where applicable, the published tracking error margin rate for a spread between the index
and the related index participation units, multiplied by the market value of the underlying
index participation units.

f) Reconversion or short tripo combinations

Where an approved participant account contains one of the following option related combinations:

. short a qualifying basket of index securities, short an equivalent number of index put options
and long an equivalent number of index call options (note: subject to incremental basket margin
where qualifying basket is imperfect); or

. short index participation units, short an equivalent number of index put options and long an
equivaent number of index call options (note: subject to tracking error minimum margin); or

. short a qualifying basket of index securities, short an equivalent number of index participation
unit put options and long an equivalent number of index participation unit call options (note:
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subject to incremental basket margin where gqualifying basket is imperfect and subject to
tracking error minimum margin); or

. short index participation units, short an equivalent number of index participation unit put
options and long an equivalent number of index participation unit call options;

the minimum capital required must be the sum of:

i)  where applicable, the calculated incremental basket margin rate for the qualifying basket of
index securities, multiplied by the market value of the qualifying basket;

and

ii) thegreater of:

A) thesum of:

) 100% of the market value of the long call options; minus

I 100% of the market value of the short put options; plus

[11) the difference, plus or minus, between the aggregate exercise value of the long call
options and the market value of the qualifying basket of index securities (or index
participation units), where the aggregate exercise value used in the calculation cannot
be greater than the aggregate exercise value of the put options;

and

B) where applicable, the published tracking error margin rate for a spread between the index
and the related index participation units, multiplied by the market value of the underlying
index participation units.

9210 I ndex Option Combinations with Qualifying Baskets of | ndex Securities and Commitment
to Pur chase | ndex Participation Units

(00.00.04)

a) Short index participation unit call options — long qualifying basket of index securities —
commitment to purchase index participation units

Where an approved participant holds a long position in a gualifying basket of index securities offset
by an equivalent number of short index participation unit call options, and has a commitment to
purchase a new issue of index participation units pursuant to an underwriting agreement and the
underwriting period expires after the expiry date of the short call options, provided the size of the
long qualifying basket does not exceed the size of the approved participant’s underwriting
commitment to purchase index participation units, the capital required must be the normal capita
required on the long qualifying basket |ess the market value of the short call options, but in no event
must the capital required be less than zero.
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b) Long index participation unit put options — long qualifying basket of index securities —

commitment to purchase index participation units

Where an approved participant holds a long position in a gualifying basket of index securities offset
by an equivalent number of long index participation unit put options, and has a commitment to
purchase a new issue of index participation units pursuant to an underwriting agreement and the
underwriting period expires after the expiry date of the long put options, provided the size of the
long qualifying basket does not exceed the size of the approved participant’s underwriting
commitment to purchase index participation units, the capital required must be:

i)  100% of the market value of the long put options; plus

i1) thelesser of:

A) thenormal capital required on the long qualifying basket; or

B) the market value of the qualifying basket less the aggregate exercise value of the put
options.

A negative value calculated under ii) B) may reduce the capital required on the put options, but in no
event must the capital required be less than zero.

9211 — 9220 (r eser ved)

158759221 Capital-ReguirementsExchange Traded Futures Contracts — Gener al Provisions

a)

b)

(00.00.04)

With respect to an account of an Aapproved Pparticipant, account-or-to-a-market-maker-aceeunt-of
an-Approved-Participant, or ef-a-restricted trading permit holder for which a clearing Aapproved
Pparticipant has issued a letter of guarantee, the Exchange-has-Bourse may established certain
charges against the capital requirermentsof the approved participant carrying the account, which
charges may be less onerous than margin reguirements applicable to clients but for which the
approved participant must maintain adequate capital resources at all times:;

capital requirements established by the Bourse may be made applicable to one or more rather than all

approved participants if deemed necessary by the Bourse;

Fhe-Exchange-may-Hmpese-from time to time the Bourse may impose specia capital requirements
with respect to particular Exechange-traded-—share-futures contracts or te—particular positions in

Exchange traded-share-futures contracts.
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9222 Simple or Spread Positionsin Futures Contracts

a)

(00.00.04)

Shar e futur es contr acts positions

b)

i)  For simple positions in share futures contracts held in an approved participant’s account, the
capital required must be the floating margin rate of the underlying interest multiplied by the
daily settlement value of the futures contracts;

ii) for spread positions in shares futures contracts held in an approved participant’s account, the
capital requirements are determined by the Bourse, in collaboration with the clearing
corporation, from time to time.

I ndex futur es contr acts positions

a)

The capital requirements which must be applied on all positions in index futures contracts held in an
approved participant’s account are determined by the Bourse, in collaboration with the clearing
corporation, from time to time.

nd-Share Futures

Contracts and Security Comblnatlons

(00.00.04)

Shar e futur es contr acts — under lying shar e combinations

Where an approved participant account contains one of the following combinations:

. long share futures contract and short an equivalent position in the underlying share; or

*  short pesitien-ta-a-share futures contract s-paired-with-and long an equivalent position in the
underlying share;;

no-capital-charge-wit-berequiredthe minimum capital required must be the published tracking error
margin rate for a spread between the futures contract and the related underlying share, multiplied by

the market value of the underlying share.

Short share futures contracts—long convertible security combination

share futures contract on the shares of an issuer; and&n)helels a Iong position in secuntles which are
currently convertible or exchangeable into the same class and at least the same number of shares
referredto-thr-clapse{Hof the same issuer, the capital required must be the excess of the market value

of the long position over the settlement value of the short share futures contracts.
Any residual net credit money balance between the market value and settlement value of the

positions which are paired cannot be used to reduce capital otherwise required on the long or short
position remaining unhedged after applying the pairing described above.
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Where the securities representing the long position held by the approved participant are not
convertible or exchangeable until the expiry of a specific period of time but the Aapproved
Pparticipant has entered into a written, legally enforceable agreement, pursuant to which it has
borrowed securities of the same class as those of the short position which do not have to be returned
until the expiration of the period of time until conversion or exchange, the above-mentioned pairing
may be done as if the securities representing the long position were currently convertible or
exchangeable.

¢) Short sharefutures contracts—long warrants, rights, instalment r eceipts combination |

nolge R-ADBD V/a'al B reinant h Lo
S S O G ol > ~>Ch

share futur% contract on the shares of an issuer; and(i}yhelds a long position in warrants rights,
shares, instalment receipts or other securities pursuant to the terms of which the holder is entitled to
acquire the same class and at least the same number of shares referred-te-n-clause{Hof the same
issuer, the capital required must be equal to the aggregate of the subscription price or other cost or
charge payable in connection with the acquisition of the underlying shares pursuant to the warrant,
right, share, instalment receipt or other security plus (or minus, if the result is negative) the
difference between the aggregate market value of the warrant, right, share, instalment receipt or |
other security and the settlement value of the share futures contracts.

CA 2 O Ui

d) Short sharefutures contracts—long capital shares |

holds a Iong posrtron in caprtal shares parreel—w+thand a short share futures contract the margm
capital required is thefollewing(Hthe margir-capital as prescribed in Aarticle 7202A 2) a)-ef-the
Pulesetthe=ehange,

For-the purpese-of-the-present-articte—+Nn no case, the margha-capital required may-shall be less than |

3% of the settlement value of the share futures contract.

NOFE:The market value of the underlying security to be used for the calculation of the required

margih-capital pursuant to article 7202A 2) a) ef-the-Rutes-of-the-Exchange s the settlement value of
the share futures contract.

158779224Capital Reguirementster-Paired-Shar e Futur es Contr acts Pesitiers-Combinations with
Steeks-Equity Options
(00.00.04)

With respect to equity options and share futures contracts held in approved participants accounts,
where the option contracts and the futures contracts have the same settlement date, or can be settled in
either of the two nearest contract months, the option contracts and the futures contracts may be offset as
follows:
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Short equity call options—long share futures contracts

b)

Where a call option is carried short for an approved participant’s account and the account is also
long a share futures contract on the same number of units of trading on the same underlying share,
the minimum capital required must be the greater of:

i) A) thecapita required on the futures contract; less

B) the aggregate market value of the call option;

and

ii) the published tracking error margin rate for a spread between the futures contract and the
related share, multiplied by the market value of the underlying share.

Short equity put options—short shar e futur es contr acts

9)

Where a put option is carried short for an approved participant’s account and the account is also
short a share futures contract on the same number of units of trading on the same underlying share,
the minimum capital required must be the greater of:

i) A) thecapita required on the futures contract; less

B) the aggregate market value of the put option;

and

ii) the published tracking error margin rate for a spread between the futures contract and the
related underlying share, multiplied by the market value of the underlying share.

L ong equity call options—short share futures contracts

Where a call option is carried long for an approved participant account and the account is also short
a share futures contract on the same number of units of trading on the same underlying share, the
minimum capital required must be the greater of:

i) the published tracking error margin rate for a spread between the futures contract and the
related underlying share, multiplied by the market value of the underlying share;

and

ii) A) Out-of-the-money position

The aggregate market value of the call option; plus the lesser of:

) the aggregate exercise value of the call option less the daily settlement value of the
futures contract; or
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1) the capital required on the futures contract;

B) In-the-money or at-the-money position

) the aggregate market value of the call option; less

) the aggregate in-the-money amount of the call option.

d) L ong equity put options—Ilong shar e futur es contracts

€)

Where a put option is carried long for an approved participant’ s account and the account is also long
a share futures contract on the same number of units of trading on the same underlying share, the
minimum capital required must be the greater of:

i) the published tracking error margin rate for a spread between the futures contract and the
related underlying share, multiplied by the market value of the underlying share;

and

ii) A) Out-of-the-money position

The aggregate market value of the put option; plus the lesser of:

) the daily settlement value of the futures contract less the aggregate exercise value of
the put option; or

1) the capital required on the futures contract;

B) In-the-money or at-the-money position

) the aggregate market value of the put option; less

1) the aggregate in-the-money amount of the put option.

Conversion or long tripo combination involving equity options and shar e futur es contr acts

Where a put option is carried long for an approved participant’ s account and the account is also short
a call option and long a share futures contract on the same number of units of trading on the same
underlying share with the same expiry date, the minimum capital required must be the greater of:

i) A) thegreater of the difference, plus or minus, between the daily settlement value of the long
futures contract and the aggregate exercise value of the long put option or the short cal

option; plus

B) the aggregate net market value of the put and call options;
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ii) the published tracking error margin rate for a spread between the futures contract and the
related underlying share, multiplied by the market value of the underlying share.

Reconversion or short tripo combination involving equity options and shar e futur es contracts

Where a put option is carried short for an approved participant’s account and the account is also long
a call option and short a share futures contract on the same number of units of trading on the same
underlying share with the same expiry date, the minimum capital required must be the greater of:

i) A) the greater of the difference, plus or minus, between the aggregate exercise value of the
long call option or short put option and the daily settlement value of the short futures

contract; plus

B) the aggregate net market value of the put and call options;

and

ii) the published tracking error margin rate for a spread between the futures contract and the
related underlying share, multiplied by the market value of the underlying share.

1151192258& P/FSE-60-Steck-I ndex Futures eContracts Combinations with Qualifying effset-with

a-bBaskets of S&P/SE-60-Steckl ndex Securitiesand Index Participation Units
(00.00.04)

Where an member—approved participant account contains one of the following futures contracts
related combinations. helds-a itron skel ity securities-as-defined-in

. long a qualifying basket of index securities and short an equivalent number of index futures
contracts (note: subject to incremental basket margin where qualifying basket is imperfect); or

. long index participation units and short an equivalent number of index futures contracts; or

. short a qualifying basket of index securities and long an equivalent number of index futures
contracts (note: subject to incremental basket margin where qualifying basket is imperfect); or

. short index participation units and long an equivalent number of index futures contracts;

the capital required must be:

i)  3:00%the published tracking error margin rate for a spread between the futures contracts and
the related index or index participation units; plus

i) where applicable, the calculated incremental basket margin rate for the qualifying basket of
S&PITSE 60-Stock-tindex securities;;
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multiplied by the market value of the qualifying basket of index securities (or index participation
Units) e8P0 Stocle Indoecoaurities,

115099226S& PH-SE-60-StocktHndex-options-offset-with-S& P/FSE-60-Steek-1 ndex Futures

€Contracts Combinations with Index Options

(00.00.04)

With respect to offsets between S&PASE-60-Steck-tindex Ooptions, index participation unit options
and S&PA-SE-60-Steek-tindex Ffutures contracts traded-en-the-Exchange-held in member—and-market
makerapproved participant accounts, where-the S&PASE-60-Stock—tndex—Ooptions contracts and the
S&P%E@O&eeletnd@(—lifutures contracts must have the same settl ement date, or S&PASE-60-Stoek
can be settled in either of the

a) 11509-A)-Short index call options or _short index participation unit call options — £long

S&P/SE-60-Steck-+index Ffutures contracts Short-S&P/A-SE-60-Steck-Hdexcalls

Where an member-approved participant account contains one of the following futures contracts and

optl ons reI ated comb| nations. hete%eng—pes%%m%&é@&edﬁnd@e%ﬂame@nﬂaets

short index call options and long index futures contracts; or

short index participation unit call options and long index futures contracts;

the minimum capital required must be the greater of:

i) A) the capital etherwise-required on the teng-S&P/ASE-60-Steck-thdex—Ffutures contracts;;

less
B) the aggregate market value of the shert-S&PASE-60-Steck-thdex-call options:;

and

ii) the published tracking error margin rate for a spread between the futures contracts and the
related index or participation units, multiplied by the market value of the underlying qualifying
basket of index securities or index participation units.

D) HECObeShepe S8 Do L0 Crodle Dace Lone e coprncte = GHOrt S8-S0 Seedleindex

puts options or _short index participation unit put options—short index futures contracts

Where an member—approved partl cipant account conta| ns one of the following futures contracts and

. short index put options and short index futures contracts; or
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. short index participation unit put options and short index futures contracts;

the minimum capital required must be the greater of:

i) A) the capital etherwise-required on the shert-S&PA-SE-60-Stock—tndex—futures contracts;;
less

B) Hthe aggregate market value of the short-S&PASE-60-Steek-trdex-put options:;

and

ii) the published tracking error margin rate for a spread between the futures contract and the
related index or index participation units, multiplied by the market value of the underlying
qualifying basket of index securities or index participation units.

LECo ot SR D BB OO Sipele e —obies vl le | ONQ =S =E0Cedeindex

calls options or long index participation unit call options—short index futur es contracts

Where an member—approved partl cipant account conta| ns one of the following futures contracts and

. long index call options and short index futures contracts; or

. long index participation unit call options and short index futures contracts;

the minimum capital required must be the greater of:

i) the published tracking error margin rate for a spread between the futures contracts and the
related index or index participation units, multiplied by the market value of the underlying
qualifying basket of index securities or index participation units;

and

ii) A) Out-of-the-money position

The aggregate market value of the call options, plus the lesser of:

) Fthe aggregate exercise value of the tonrg-S&PASE-60-Stock-thdex-call options, less
the daily settlement value of the shert-S&PHSE-60-Stock—tndex-Ffutures contracts;;
or

[1) teo-awmaximum—ef-the capital required on unhedged-S&PASE-60-Stock—tndexthe
Ffutures contracts;; prus—the—market—value—of the-S&PTSE-60-Stock—tndex—ecalt
SEens
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B) In-the-money or at-the-money position

1)  Fthe ameunt-by-which-the-aggregate market value of the S&PA-SE-60-Steck+tndex
call options; less

[I) exceeds-the aggregate in-the-money amount of the S&PASE-60-Steck—tndex—call
options.

LECo B Lo co e coclenl bodlec bnree conece e | ong S tEES0 Sedindex

puts options or_long index participation unit put options—Ilong index futures contracts

Where an member-approved participant account conta| ns one of the following futures contracts and
options related combl nations: he »

long index put options and long index futures contracts; or

long index participation unit put options and long index futures contracts;

the minimum capital required must be the greater of:

i) the published tracking error margin rate for a spread between the futures contracts and the
related index or index participation units, multiplied by the market value of the underlying
qualifying basket of index securities or index participation units;

and
ii) A) Out-of-the-money position

The aggregate market value of the put options, plus the lesser of:

[) Fthe daily settlement value of the long-S&PASE-60-Stock-Hdex-Ffutures contracts,
less the aggregate exercise value of the long-S&PASE-60-Steck-Hdex-put options;; or

[1) to—awaximum—of-the capltal reqw red on the S&P%B@O%eelHnd@(—Ffutur&e
contracts;; :

B) In-the-money or at-the-money position

[)  Fthe ameunt-by-which-the-aggregate market value of the S&P/SE-60-Stock-tndex
put options; less

[I) exceeds-the aggregate in-the-money amount of the S&P/ASE-60-Steck—tndex—put
options.
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e) 11509-E)-Conversion or Llong Ftripo_combination involving index options or index

participation unit options and index futur es contr acts

Where an member—approved participant account contains one of the foIIOW| ng trlpo combinations:

. long index futures contracts and long index put options and short index call options with the
same expiry date; or

. long index futures contracts and long index participation unit put options and short index
participation unit call options with the same expiry date;

the minimum capital required must be the greater of:

i) A) thegreater of the difference, plus or minus, between the daily settlement value of the long
S&PASE-60-Steck-tndex—Ffutures contracts and the aggregate exercise value of the long
puts options or the short calls options;; plus

B) the aggregate net market value of the put and call options:;

and

ii) the published tracking error margin rate for a spread between the futures contract and the
related index or index participation units, multiplied by the market value of the underlying
qualifying basket of index securities or index participation units.

11509F)-Reconversion or Sshort Ftripo_combinations involving index options or _index
participation unit options and index futures contracts

Where an memberapproved participant account contains one of the foIIOW| ng trlpo combinations:

. short index futures contracts and short index put options and long index call options with the
same expiry date; or

. short index futures contracts and short index participation unit put options and long index
participation unit call options with the same expiry date;

the minimum capital required must be the greater of:

i) A) the greater of the difference, plus or minus, between the aggregate exercise value of the
long S&PASE-60-Steck-tndex-call options or short S&PA-SE-60-Steck-+adex-put options
and the daily settlement value of the short S&PASE-60-Steck-thdex—Ffutures contracts;;
plus
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B) the aggregate net market value of the torg-S&PHSE-60-Stocktndex—call-options-and-the
shert-S&PA-SE-60-Steck-thdex-put and call options:;

and

ii) the published tracking error margin rate for a spread between the futures contracts and the
related index or index participation units, multiplied by the market value of the underlying
qualifying basket of index securities or index participation units.

9227 — 9250 (reserved)

9251 Capital Requirementsfor Positions|n and Offsets | nvolving OCC Options
(00.00.04)

The capital requirements for OCC options must be the same as set out in articles 9201 through 9250.

9252 Capital Requirementsfor Positions |n and Offsets I nvolving Sponsored Options
(00.00.04)

11226-hy-The capital requirements for sponsored options apphy—te-spenseredare the same as the
capital requirements for options set out in articles 9201 through 9250, with the following exceptions::

a) 11228-d)-In the case of pairings involving European-style or cash settlement sponsored options, the
required capital must not be less than five-pereent (5% of the underlying security market value:;

b) 31228 d)tn-the-case-of spensored-optienskor pairings, the units of trading for call and-or put

sponsored options must represent equivalent units of trading of any other options or an equivalent
quantity of the underlying interest.
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Section 9301 — 9400
Margin Requirementson Interest Rate Related Derivatives

[Article 9301 is copied from articles 11201 to 11209]
9301 Exchange Traded Options - General

(00.00.04)

a) The ExehangeBourse shall establish margin requirements applicable to options positions held by
clients and no member-approved participant shall effect an option transaction or carry an account for
a client without proper and adequate margin, which shal-must be obtained as promptly as possible
and maintained in conformity with the provisions of this section;

b) Fer—other—than—inventory—pesitions—all opening writiag-selling transactions and resulting short
positions shal-must be carried in a margin account;

c) each option must be margined separately and any difference between the market price of the
underlying interest and the exercise price of the option must be considered to be of value only in
providing the amount of margin required on that particular option;

and-the-Exechange-tradedwhere a client account holds both options and the-OCC options that have

the same underlying valueinterest, than-fer-margii-caleutationpurpeses-the OCC options may be
considered as—Exchange-tradedto be options for the purposes of the calculation of the margin

requirements for the account under the provisions of this section:;

! Hapese-from time to time the Bourse may impose
speC|aI margln requwements W|th respect to partlcular Exehange-traded-options or te-particular
positions in Exchange-traded-options.

412029302 L ong Option Positions i+-Optiens
(00.00.04)

ay-Subject-to-b)y,—aAll purchases of options shal-must be for cash and long positions shall have no
value for margin purposes.

112039303Margir-Reguired-for-Simple-Short Option Positions
(00.00.04)

a) The ameunt-efminimum margin requirement which must be maintained in respect of each-unpaired
pu#er—eal—lan opt| on carrled short—shaH in aclient account must be—themarket—va#ueef—wehepuens

i)  100% of the market value of the option; plus

/57




APPENDIX B

ii) a percentage of the market value of the underlying interest, determined using the following
percentages.

A) underlying interest maturing over 10 years, 3%;
B) underlying interest maturing over 3 yearsto 10 years, 1.75%:; or
C) underlying interest maturing in 3 years or less, 1%;

minus

iii) any out-of-the-money amount associated with the option.

Paragraph Aa) notwithstanding, the minimum ef-margin requiredment which must be maintained and

carned ina cI|ent account tradl ngin optlons must not be Ieﬁs than—t-s—themapket—vatueef—theeptlen

i)  100% of the market value of the option; plus

ii) an additional requirement determined by multiplying 0.50% by the market value of the
underlying interest.

112039304 Covered Option Positions

a)

(00.00.04)

1-No margin is required for a call option carried short in a cI|ents account which is Ccovered; inthe
s-by the deposit of an escrow

! ' The underlying interest deposited in respect
of such options shaII not be deemed to have any value for margin purposes.

Evidence of a deposit of the underlying interest shall be deemed an escrow receipt for the purposes
hereof if the agreements required by the rules of the clearing corporation have been executed and
delivered to the clearing corporation and if a copy thereof is available to the Bourse. The issuer of
the escrow receipt covering the escrow deposit must be a financial institution approved by the
clearing corporation;

2:n0 margin is required for a put option carried short in a cI|ent S account which is Gcovered; inthe

a-the depositery of an escrow of an escrow receipt

depe&tew—teeet-pt—ter—puts—must—eemf-ywhlch certlfles that acceptable Ggovernment securltles are
eing held by the ' ! narmedi ssuer of the €sCcrow
recetpt for_the account of the cI|ent

i)  must be government securities:
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A) which are acceptable forms of margin for the clearing corporation; and

B) which mature within one year of their deposit; and

ii) shall not be deemed to have any value for margin purposes.

The aggregate exercise value of the short put option must not be greater than 90% of the aggregate
par value of the acceptable government securities held on deposit. Evidence of the deposit of the
acceptable government securities shall be deemed an escrow receipt for the purposes hereof if the
agreements required by the rules of the clearing corporation have been executed and delivered to the
clearing corporation and if a copy thereof is available to the Bourse on request. The issuer of the
escrow receipt covering the escrow deposit must be a financia institution approved by the clearing
corporation; and

no margin is required for a put option carried short in aclient’s account if the client has delivered to

the approved participant with which such position is maintained a letter of guarantee, issued by a
financia institution which has been authorized by the clearing corporation to issue escrow receipts,
in aform satisfactory to the Bourse, and is:

i) abank which is a Canadian chartered bank or a Quebec savings bank; or

i1) atrust company which is licensed to do business in Canada, with a minimum paid-up capital
and surplus of $5,000,000:;

provided that the |etter of guarantee certifies that the bank or trust company,

iii) holds on deposit for the account of the client cash in the full amount of the aggregate exercise
value of the put option and that such amount will be paid to the clearing corporation against
delivery of the underlying interest covered by the put option; or

iv) unconditionally and irrevocably guarantees to pay to the clearing corporation the full amount of
the aggregate exercise value of the put option against delivery of the underlying interest
covered by the put option;

and further provided that the approved participant has delivered the letter of guarantee to the clearing
corporation and the clearing corporation has accepted it as margin.

te)Options Spreads and

Combinations

(00.00.04)

a) Call spreadsand put spreads

a'al N the e
=7 >, L

date-of-the-long-eption—n-a-pairing-efWhere a client account contains one of the following spread
pairings:

* ashertlong call option and atengshort call option; or of;
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*  ashertlong put option and atenrgshort put option;

and the short option expires on or before the date of expiration of the long option, the minimum
margin required for each-shert-eption-shaltthe spread pairing must be the lesser of:

i)  themargin required on the short option; or

ii) the spread loss amount, if any, which-that would result from-the-difference between-the-exercise
prices-of-the-shert-and-Heng-eption-if both options were exercised.

Short call —short put spreads

Exeeptin-the-case-of Treasury-bil-optiens—w\Where a short-call option is carried short for a client's

account and the account is also and-short a put option on the same number of units of trading on the

same underlyl ng mter%tareqeal-red the mi n| mum margln reqw ired FS%hat—reqw-FeeLenJeheput—eHhe

ala ¥/a naer—al Ne4+oss-on-the-ep QCCO

margm#equwemen%must be the sum of:

i) thegreater of:

A) the margin required on the call option; or

B) the margin required on the put option;

and

ii) theloss amount that would result if the option having the lesser margin required was exercised.

Securlty Comblnatlons

(00.00.04)

Short call —long underlying combination

Where, in the case of bond options, a call option is carried short in a client's account and the account
is also long agatast-an equivalent terg-position in the underlying steek-er-bond, the minimum margin
required must be the lesser of:

i) for-each-shert-call-shall-be-the margin required on the lengpesition—required—{pursuant-to
artieles 7202 or7204);underlying bond; or

ii) the margin required on the underlying bond based either-on the marketprice-of-such-underhying
stock-er-bond-or-en-the-exercise price of the shert-call_optionwhichever-istower.
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NOTFE-For purposes of thisRule, 1)«" underlying bond»" includes any bond issue of the
Government of Canada which:

i) hasahigher coupon rate than the underlying bond;

ii)  hasan aggregate face value at maturity of at least $1,000,000,000;

iii) tradesat aprice of $5 per $100 face value greater than the underlying bond; and;
iv) matures no sooner than 2 years prior to the underlying bond.

b) Short put —short underlying combination

wWhere, in the case of bond options, a put option is carried short in a client's account and the

account is also agarst-an-eguivalent-short an equivalent position in the underlying steek—erbond,
the minimum margin required must be the greater of:

i) themargin required on the underlying bond; or

i) the marqm requwed on the underlyl ng bond based on the shett—put—shau—beeeensder:ed—ful-ly

andlZQ@—us—ngthegFeateFe#maerPpneeepexerdse pn ce of the put optl on.

re-L ong Optienscall —

short underlylnq combination

Where, in the case of bond options, a she al
treasury-bill-is-offset-by-aleng-call option is carned longina cllent S account and the account is also
short an equivalent position in the er-a-same-underlying securitybond, the minimum margin required
tsmust be the sum of:

i)  100% of the market value the-acquisition-cest-of the call option; phasand

i) thelesser of:

A) the aggregate exerciese price-value of the teng-call optionmuttiphed-by-the-unit-of-trading;

or

B) the normal margin required on the shert-pesitienunderlying bond.

d) Longput —long underlying combination

Where, in the case of bond options, alengpesiti '
put option is carried long in a client's account and the account is also long an equwal ent posutlon in
the enthe-same-underlying bond-er+retal, the minimum margin required +smust be the sum of:

i)  100% of the market value the-acquisition-cest-of the put option; ptusand
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i) ene-halt50% of the margin required on the lerg—pesitien—n-the-underlying bond-ermetat
sursReRe-oreles 720427208, slusand

iil) the-ameunt-by-which-theputisany out-of-the-money value associated with the put option, up to
the amount determined in sub-paragraph-11207-b}-ii) above.

9307 — 9310 (r eser ved)

4121393111 ong Pesitiens-en-Options on Futures Contracts Positions
(00.00.04)

All purchases of options shal-must be for cash and long positions shall have no |oan value for margin
purposes.

11214931 2Margin-Regquired-fer-Simple-Short Pesitiens-en-Option on Futures Contracts Positions
(00.00.04)

The ameunrt-efminimum margin requirement which must be maintained in respect of each-unpaired
put-er-eattan option carried short shal-in a client account must be:

i) 100% of the market value of sueh-the options; plus
ii) the greater of:

A) 50% of the normal margin required on the underlying futures contract-{futures-speculator
or hedger rate, as the case may be); andor

B) the normal margin required on the underlying futures contract |ess hal+-50% of the amount
by which the option is out-of-the-money.

11215931 3Margii-Reguired-for-Paired-Options Pesitiens-on Futur es Contracts Spreads and

Combinations

(00.00.04)

a) Call spreadsand put spreads

i)  Where a cllent account contains one of the foIIOW| ng spread pairings. shert-option-expires-on

¢ along cal with-alewer-exereise-price-than-aoption and short call_option with the same or

higher exercise price; or

¢ along put with-a-higher-exererse-price-thanr-aoption and short put_option with the same or

lower exercise price;
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the minimum margin required isthe-net-amount-of the-premiums-for the spread pairing must be: |

A)  100% of the market value of the long option; minus

B) 100% of the market value of the short option; plus

C) where the long option expires before the short option, 50% of the normal margin required
on the underlying futures contract.

i)  Where a cllent account contains one of the fO||OWI ng spread pairings. shert-option-expires-on

¢ along cal option and with-a-higher—exerciseprice-than-a-short call_option with a lower
exercise price;_or

¢ along put option and with-a-tewer—exercise-price-than-a-short put_option with a higher
exercise price;

the minimum margin required for the spread pairing must be the sum of: |
A) isthe lowerlesser of: |

[) the loss which-amount that would result from-the-difference-between-the-exereise
price-ef-theshert-and-tong-eption-if both options were exercised:; or

I & wherethelong and short options have the same expiry date, the margin required
on the short option; or

b) where the long and short options have different expiry dates, the normal margin
required on the underlying futures contract;

and

B) where the options have different expiry dates, the net market value of the long and short
options.

b) Short call —short put spreads |

Where a shert-call option is carried short for a client's account and the account is also and-a-short a
put optionare-paired, the minimum margin required must be the sum of :

i) the greater of: |

A) the margin isthat-required on the-put-er-the call_option; whicheveris-greaterunder-article
1214 or

B) the margin required on the put option; |
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and

ii) phlas—the loss amount that would result if en—the option having the lesser margin
requirermentrequired was exercised.

9314 — 9320 (reserved)

(Article 9121 isreproduced in article 9321)
158519321Exchange traded futur es contr acts — Gener al Provisions

(00.00.04)

a) The Exehange-Bourse shall establish margin requirements applicable to aH-share-futures contracts
positions held by clients and no Aapproved Pparticipant shall effect a share-futures contract
transaction or carry an account for a client without proper and adequate margin, which saaH-must be
obtained as promptly as possible and maintained in conformity with the provisions of this section:;

b) Mmargin requirements established by the Exehange-Bourse may be made applicable to one or more
rather than al wmembers—approved participants or clients if deemed necessary by the

ExchangeBourse:;

c) Ffor clients, the margin requirements set-eut-in-this-article-will be satisfied by the deposit of cash,
margin receipt or securities for which the loan value, as established pursuant to articles 7202 to 7206
of-theRules, equals or exceeds the margin required-by-this-article. In the case of amargin receipt, the
receipt must certify that Ggovernment securities are held for futures contracts positions of a named
client. For the purposes of this receipt, the allowable government securities must mature within one
year from the date of the deposit and the required margin covered by the receipt must not be greater
than 90% of the par value of such securities held on deposit. All Ggovernment securities which are
an acceptable form of margin for the Canadian—Derivatives Cclearing Ccorporation are
aHewableacceptable:;

d) from time to time, Fthe Exchange Bourse may impose from-thne-te-time-special margin requirements
with respect to particular Exchange-traded-snaares-futures contracts or te-particular positions in
Exehange traded-share-futures contracts.

[First paragraph of article 15511]
9322 Margin-ReguirementsSimple or Spread Positionsin Futures Contracts
(00.00.04)

The margin requirements which must be effective-applied on all positions in Canadian-bankers

acceptanece-futures contracts held by—a—member—or—on—behafofits—chentsin a client's account are
determined by the ExchangeBourse, in collaboration with the Sclearing Heusecorporation, from time to

time.
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[Par. B) of art. 7204A isreproduced and par. C) istransferred in art. 9323]

9323

Futures Contracts and Security Combinations

(00.00.04)

CyrurthermoreWith respect to futures contracts and securities held in a client's account, the effsets

combinations described abeve-in paragraphs Aa) aneto Bc) may only apply if the following requirements
are complied with:

i)

v)

securities described in Group V (corporate) of article 7204 are eligible for offset only if they are
not convertible and have a single A or higher rating by any of Canadian Bond Rating Service,
Dominion Bond Rating Service, Moody’s Investors Service or Standard & Poor's Bond Record;

securities in offsetting positions must be denominated in the same currency;

securities in offsetting positions must mature within the same periods referred to in article 7204
for the purpose of determining margin rates;

the market value of the offsetting positions is equal and no offset is permitted in respect of the
market value of the short (or long) position which isin excess of the market value of the long
(or short) position; and

securities in offsetting positions used in the calculation must represent an equivalent maturity
value.

a) B)Bond futures contracts combinations with Group | securities

Where a client an—a : ! al al

heldsaccount contains one of the followi nq comb| nations:

e along/shertpesition+hr-a 5 year (CGF) or 10 year (CGB) notional Government of Canada
Bbond futures contracts Hsted-en-the Bourse-against-aand short/leng a position ih-securities-of
the-Government of Canada securities (including future purchase and sale commitments), as
described in Group | of article 7204-of the Rules-of the Bourse;; or

e short 5 year (CGF) or 10 year (CGB) notional Government of Canada bond futures contracts
and long a position of Government of Canada securities (including future purchase and sale
commitments) as described in Group | of article 7204;

and where the securities of the Government of Canada are maturing within 3 to 11 years, the two

positions may be offset and the minimum margin required margia-ts-the-margin-caleulated-must be

the margin required on the net long or short position;.
b) Bond futures contracts combinationswith Group 11, Group |11 or Group V securities

Where a client account contains one of the following combinations:

e byalongltshert pesition-tn-a-b year (CGF) or 10 year (CGB) notional Government of Canada
Bbond futures contracts Histed-en-the-Beurse-against-aand short/leng a position -seeurities-by
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of a Province of Canada securities; as described in Group II, or of a municipality of Canada
securities; as described in Group 111, or of a corporation securities; as described in Group V of
article 7204 of-the Rules-of-the Beudrse-(including future purchase and sale commitments);; or

. short 5 year (CGF) or 10 year (CGB) notional Government of Canada bond futures contracts
and long a position of a Province of Canada securities as described in Group 1l, or of a
municipality of Canada securities as described in Group |1l, or of a corporation securities as
described in Group V of article 7204 (including futures purchase and sale commitments);

and where the securities of the Province of Canada or the municipality of Canada or the corporation
are maturing within 3 to 11 years, the minimum margin required in respect of both positions must be
the greater of the margin required on the long or short position:.

c) Canadian bankers acceptance futures contracts combinationswith bankers acceptance

Where a client account contains one of the following combinations:

er-a-long/shertpesitien-+a-a 3-month Canadian bankers' acceptance (BAX) futures contracts
Hsted-on-the-Beurse-against-and shortieng a position in a bankers' acceptance issued by a

Canadian chartered bank;; or

. short 3-month Canadian bankers acceptance (BAX) futures contracts and long a position in a
bankers' acceptance issued by a Canadian chartered bank;

the minimum margin required in respect of both positions must be the greater of the margin required
on the long or short position.

1121 20324Mar gir+equired-Bond-Optienspaired-with-Bond Futures Contracts Combinations with
Bond Options
(00.00.04)

With respect to bond options and bond futures contracts held in client accounts, where the option
contracts and the futures contracts have the same settlement date, or can be settled Fo-be-acceptablefor
pairing-the-Canada-bend-futures-sheudld-be-in either ere-of the two nearest contract months, and where
the underlying interest of the bond options is a Government of Canada bond maturing or callable for
redemption between 3 years 9 months and 10Y2 years, the option contracts and the futures contracts may
be offset as follows::

Ca)L ong bond options combinations with bond futures contracts

Where a client account contains one of the following combinations:

shert-futdre-ts-paired-with-a-long call options and short an equivalent face value at maturity of
futures contracts; or

where-a-long-future-ts—paired-with-a-long put_options and long an equivalent face value at

maturity of futures contracts;;
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the minimum margin required ismust be:
1) Wheretheoptionistin-the-money or at-the-money position:

A) $500; plus

B) the market value of the option; less

C) thein-the-money amount by-which-of the optionistathe-meney.
1) Wherethe eptiontseOut-of-the-money position:

A) the market value of the option; plus

B) the margin required on the futures mirus-the tesser-of:contract; less

C) a)$500;-and-b)the resut—excess of $500 over the out-of-the-money minus-the-amount by
whiehof the option-is-eut-of-themeney.

Bb)Short bond options combinations with bond futures contracts

Where a client account contains one of the following combinations:

e short cal is-paired-with—aoptions and long an equivalent face value at maturity of futures
contracts; or

*  where-a-short put is-paired-with—aoptions and short an equivalent face value at maturity of
futures contracts;;

the minimum margin required s must be the margin required on the futures contracts.

Ec) Conversion or long tripo combination involving bond options and bond futur es contracts

Where a leng-put is-paired-with-aoption is carried long for a client's account and the account is also
short a call en-the-same-underlying-bend-and-with-aoption and long an equivalent face value at

maturity of futures contracts, the minimum margin required ismust be the greater of:

exereteeef—theqeut—eptlen the qreater of the dlfference pI us or minus, between the daily

settlement value of the long futures contracts and the aggregate exercise value of the long
put options or the short call options; plus

B) the aggregate market value of the long put options;

ii) Fhemarginrequired-cannot-belower than-$500.
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Bd)Reconversion or short tripo combination involving bond options and bond futur es contr acts

Where a put option is carried short for aclient's account and the account is also long a call ispaired

ii)

ptlon and short an equwalent face value at

the@eeretseef—theeal—l—epﬁen the qreater of the dlfference pI us or minus, between the

agaregate exercise value of the long call options or the short put options and the daily
settlement value of the short futures contracts; plus

B) the aggregate market value of the long call options;

Themarginrequired-cannot-belower than-$500.

112179325Margin-Reguired-for-Paired-Pesitions-on-Futur es Contr acts and-LergCombinations

with Optionson Futures Contracts

(00.00.04)

a) 212171 ong options on futures contracts combinations with futur es contracts

Where a client account contains one of the following combinations:

long call is-effset-byoptions and short an equivalent shert-position in futures contracts; or

where-along put is-effset-byoptions and long an equivalent terg-position in afutures contracts;

the minimum margin required s must be the greater of:

)
ii)

the agaregate market value of the long options; or

the margin required on the futures contracts.

b) 231216Short optionson futures contracts combinations with futur es contracts

Where a client account contains one of the following combinations:

short call is-earried-shert—-againstoptions and long an equivalent teng-position in a-futures

contracts; or

where-ashort put is-earried-shert-agaistoptions and short an equivalent shert-position in a

futures contracts;

the minimum margin required is-egqual-temust be:

i)

the agaregate market value of the short options; plus
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ii) the greater of:

A) 50% of the margin required on the underbying-futures contracts—(futures-speculator—or
hedgerrateostheeosermayrbe); andor

B) the excess of the margin required on the underhyng-futures contracts tess-halfover 50% of
the ameunt-by-whiechin-the-money amount of the optiondsin-the-meney.

9326 — 9350 (reserved)
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Section 9401 - 9500
Capital Requirementson Interest Rate Related Derivatives

112269401 ChargesAgainst-CapitatExchange Traded Options— General

a)

b)

(00.00.04)

With respect to an approved participant account erte-a-speciatist-or market maker account-ef-an
appreved-—participant, or of a restricted trading permit holder account for which an approved
participant (or aclearing firm) hasissued aletter of authorization or of a sponsor account, the Bourse
has established certain charges against capital-;

in the treatment of spreads, the long position may expire before the short position;

C)

for any short position carried for a client or non-client account where the account has not provided

d)

required margin, any shortfall will be charged against the approved participant’s capital;

where an approved participant account holds both options and OCC options that have the same

f)

underlying interest, the OCC options may be considered to be options for the purposes of the
calculation of the capital reguirements for the account under the provisions of this section;

Hmpoese-from time to time the Bourse may impose

speC|aI capital eharg%— @uw ents with respect to particular exchange—traded—options or te
particular positions in exchange-traded-options:;

}in the pairing described in articles £1228-t6-112339405, 9406 and 9424, options of different classes
for which the underlying bonds have the same margin rate may be paired together provided that:

i) the exercise price of the option for which the market value of the underlying bond is the lowest
must be increased by the difference between the market value of the underlying bonds; and

i) to the capital required pursuant to articles 11228-to-11233-of Rule-Eleven9405, 9406 and 9424
must be added an amount equal to the margin that would be required on the net bond position
which would result if both options were exercised.

112279402Capitatregqutred—-Unpaied-tL ong er-shertOption pPositions ir-eptiens

putoption is the market value of the option,.

(00.00.04)
A)Subjectte-B)For approved participant accounts, the capltal required t&ea#yfor a Iong eal-l—er—leng

whiehWhere the option ,L&m-the-meney—whemhepran umis equal—t&er—g#eater—tharwl or more, oA
the-case-of T-bit-options-20-basispointsthe capital required for the option may be reduced by 50% of

any in-the-money amount associated with the option.
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9403 Short Option Positions
(00.00.04)

11227 C)The capital required which must be maintained in respect of each-unpaired-put-ercaltan
optlon carried short |n an approved part|C| pant account; shal-l—must be—the—manéet—valaeef—gdeh—epuen

i) a percentage of the market value of the underlying interest determined using the following
percentages.

A) underlying interest maturing over 10 vears, 3%;
B) underlying interest maturing over 3 yearsto 10 years, 1.75%;
C) underlying interest maturing in 3 years or less, 0.50%;

minus

i) the-ameunt-by-which-the-eptiontsany out-of-the-money amount associated with the option.

(Article 9204 isreproduced hereunder)
9404 Covered Option Positions

(00.00.04)

a) No capita is required for a call option carried short in an approved participant account, which is
covered by the deposit of an escrow receipt. The underlying interest deposited in respect of such
options shall not be deemed to have any value for capital purposes.

Evidence of a deposit of the underlying interest shall be deemed an escrow receipt for the purposes
hereof if the agreements required by the rules of the clearing corporation have been executed and
delivered to the clearing corporation and if a copy thereof is available to the Bourse. The issuer of
the escrow receipt covering the escrow deposit must be a financial institution approved by the
clearing corporation;

b) no capital is required for a put option carried short in an approved participant account which is
covered by the deposit of an escrow receipt which certifies that acceptable government securities are
being held by the issuer of the escrow receipt for the account of the approved participant. The
acceptable government securities held on deposit:

i)  must be government securities:

A) which are acceptable forms of margin for the clearing corporation; and

B) which mature within one year of their deposit; and

ii) shall not be deemed to have any value for capital purposes.

The aggregate exercise value of the short put options must not be greater than 90% of the aggregate
par value of the acceptable government securities held on deposit. Evidence of the deposit of the
acceptable government securities shall be deemed an escrow receipt for the purposes hereof if the
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agreements required by the rules of the clearing corporation have been executed and delivered to the
clearing corporation and if a copy thereof is available to the Bourse on request. The issuer of the
escrow receipt covering the escrow deposit must be a financia institution approved by the clearing
corporation; and

c) no capital is required for a put option carried short in an approved participant account if the
approved participant has obtained a letter of guarantee, issued by a financial institution which has
been authorized by the clearing corporation to issue escrow receipts, in a form satisfactory to the
Bourse, and is:

i) abank which is a Canadian chartered bank or a Quebec savings bank; or

i1) atrust company which is licensed to do business in Canada, with a minimum paid-up capital
and surplus of $5,000,000:;

provided that the |etter of guarantee certifies that the bank or trust company:

iii) holds on deposit for the account of the approved participant cash in the full amount of the
aggregate exercise value of the put option and that such amount will be paid to the clearing
corporation against delivery of the underlying interest covered by the put option; or

iv) unconditionally and irrevocably guarantees to pay to the clearing corporation the full amount of
the aggregate exercise value of the put option against delivery of the underlying interest
covered by the put option;

and further provided that the approved participant has delivered the letter of quarantee to the clearing
corporation and the clearing corporation has accepted it as margin.

112289405Capital-Required-forPaired-Options Pesitienrs{Spreads)y and Combinations
(00.00.04)

a) Call spreadsand put spreads

Where an pesition-Hvehved-theapproved participant account contains one of the following spread
pairings-ef:

ashert-eal-and-along call_option and short call option; or of

¢ ashertputand-along put option and short put option;

the minimum capital required is-must be:

i) 100% of the market value of the long option;; minus

i1) 100% of the market value of the short option; and
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iii) plus the loss (up to the amount of capital required on the short option) or less the gain (up to
50% of the amount by which the long option is in-the-money), that would result if both options
were exercised.

Short call —short put spreads

Where a shert-call option is carried short for an approved participant's account and the account is
also short a and-shert-put areparredoption on the same number of units of trading on the same
underlying interest, the minimum capital required s must be:

i) thegreater of:

A) that-the capital required on the put-erthe-call_option—whicheveris-greaterunderarticle
1227 or

B) the capital required on the put option;

plus

ii) the loss—H—any—en amount that would result if the option having the lesser capital
reguirementrequired was exercised:;

minus

iii) the aggregate market value of the short call and short put options.

L ong call —long put spreads

d)

Where ateng-call and-aoption is carried long for an approved participant's account and the account is
also long a put are-pairedoption on the same number of units of trading on the same underlying
interest, the minimum capital required ismust be:

i) 100% of the market value of the call option; plus

ii) 100% of the market value of the put option; tessminus

iii) the higher-greater of-thefeHlowing-ameunts:

tA) the amount by which eitherthe-excess-of-the aggregate exercise price-value of the put
option ever-exceeds the aggregate exercise price-value of the call option; or

HB) etther-where the premium is equal or greater than $1, 50% of the total ef-the-amount by
which each option isin-the-money.

L ong call —short call —long put

Where aleng-call option is carried long for an approved participant's account and the account is also
rspaired-with-a-short a call option and with-a-long a put_option on the same number of units of
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trading on the same underlying and where the exercise price of the long put option is greater than the
exercise price of the long call option, the minimum capital required ismust be:

i)  100% of the market value of the long call option; plus
ii) 100% of the market of the long put option; minus

iii) 100% of the market value of the short call option; and

Hv) lessthe gain or plus the loss if both call options where-were exercised (note: the exercise price
of the short call option to be used is the lesser of the exercise price of the short call option or
the exercise price of the long put option).

Securlty Comblnatlons

(00.00.04)

a) Short bond options combinationswith underlying inter est

Where an approved participant account contains one of the following combinations:

*  short call ispaired-with-aoptions and long an equivalent position in the underlying seecurity
bond; or

* a-short put is—paired—with—aoptions and short an equivalent position in the underlying
seeuritybond;;

the minimum capital required +smust be:

1) the market—~value—ofnormal capital required on the underlying bonds-thme-the-margin—rate
Breserbedsursnant-teartele2204; minus

ii)  100% of the market value of the short option.

bond optlons combl nations W|th underlying mterest

Where an approved participant account contains one of the following combinations:

ition in ndertyi is paired wi long call options
and short an equwal ent posmon in the teHheapprepﬂateunderlyl ng seedfity;bond; or

hara ona-bosHio A-ak a HAE-SEO

optl ons and long an equival ent position in the enJéhesameunderlyl ng seeuﬁiybond

the minimum capital required +s-must be the sum of:

i) 100% of the market value of the option,-ptus; and
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ii) thelesser of-thefeHowing-ameunts:
A) the-ameunt-by-which-the-eptiontsany out-of-the-money value associated with the option;

or

B) m—the—ease—ef—bend—epﬂens—,éSO% of the normal capltal requwed aeeepdl-ng—te—amele

val-ueon the underlyl ng bond

Where the option is in-the-money, this in-the-money value may be applied against the capita
required, up to the market value of the option.

C) 11232 Capital Reguired-en--Conversions- or long tripo combination

Where, ain the case of bond options, a position in an underlying bond is carried long in an approved
participant's account and the account is also long an equivalent position in put ispaired-with-aoptions

and short an equivalent position in call optionsand-a-teng-pesition-r-the-underhying-security, the

minimum capital required ismust be:

i) 100% of the market value of the long put options;; minus

ii) 100% of the market value of the short call options; plus

iii) the less-difference, plus or minus, the-prefit-which-mayresuttfrom-the-exercise-of-theput
optienbetween the market value of the underlying bond and the aggregate exercise value of the

long put options, where the agaregate exercise value used in the calculation cannot be greater
than the aggregate exercise value of the call options.

d) 11231 Capital-Required-on—Reconversions-or short tripo combination

Where, in the case of bond options, a position in an underlying bond is carried short in an approved
participant's account and the account is also a-long an equivalent position in call is-paired-with

aoptions _and short an equivalent position in put and—a—short—pesition——the—underhying
seeuryoptions, the minimum capital required ismust be:

i)  100% of the market value of the long call options; minus

i1) 100% of the market value of the short put options; plus

iii) the difference, plus or minus, between the aggregate exercise value of the long call options and
the market value of the underlying bond, where the aggregate exercise value used in the
calculation cannot be greater than the aggregate exercise value of the put options.

9407 — 9410 (reserved)
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11243941 1 Capital- Reguired—Unpaired-L ong erShert-Pesitionsinr-Options on Futures Contracts
Positions

(00.00.04)

ar-The minimum capital required to carry a long call option or a long put option in an approved
participant's account is the market value of the option, but this amount may be reduced by 50% of the
amount by which the option is in-the-money when the premium is equal to or greater than 4 basis points
in the case of options on Canadian Bbankers' Aacceptance Ffutures contracts and 10 basis points in the
case of options on Gevernment-of-Canada-Bbond Ffutures contracts.

112439412Short Option on Futures Contracts Positions
(00.00.04)

B)}-The minimum capital required which must be maintained in respect of each-unpaired-put-or-cattan
option carried short shal-in an approved participant account must be the-market-value-of-sueh-option
phusthe greater of:

1) 50% of the margi-capital required on the underlying futures contract-{(futures-specutator-or-hedger
reteosthesasemay-be); or

ii) the margin—capital required on the futures contract less the amount by which the option is
out-of-the-money.

11244941 3Capital- Regquired—Paired-Options Pesitiens-on Futures Contracts Spreads and

Combinations

(00.00.04)

a) Call spreadsand put spreads

Where a-pesition-velved-thean approved participant account contains one of the following spread
pairings-ef-:

*  ashertealand-along call option and short call option;; or of

¢ ashertputand-along put_option and short put option;;

the minimum capital required s must be:

i) 100% of the market value of the long option; minus

i1) 100% of the market value of the short option; and

iii) plus the loss (up to the amount of capital required on the short option) or less the gain (up to
50% of the amount by which the long option is in-the-money) that would result if both options
were exercised (note: to recognize an in-the-money amount, the premium should be equal or
greater than 4 basis points in the case of options on Canadian bankers acceptance futures
contracts and 10 basis points in the case of options on bond futures contracts).
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b) Short call —short put spreads

Where a shert-call and-option is carried short for an approved participant account and the account is

also short a put are-pairedoption, the minimum capital required is-thatrequired-on-the-put-or-on-the
calbwhicheveristhe greater—under-articte 11243, phusmust be the sum of .

i)  thegreater of:

A) the capital required on the call option; or

B) the capital required on the put option;

and

ii) the loss; H—any—enthat would result if the option having the lesser capital required was
exercised.

L ong call —long put spreads

Where a tong-call and-aoption is carried long for an approved participant account and the account is
also long a put arepairedoption, the minimum capital required s must be:

i) 100% of the market value of the call option; plus
ii)  100% of the market value of the put option; tessminus
iii) the higher-greater of-thefeHlowing-ameunts:

tA) either-the-exeess-of-the amount by which the aggregate exercise price-value of the put
option everexceeds the exercise price-val ue of the call option;; or

HB) either-50 % of the total of the amount by which each option is in-the-money when the
premium is equal to or greater than 4 basis points in the case of options on Canadian
bankers’ acceptance futures contracts and 10 basis points in the case of options on bond
futures contracts.

9414 — 9420 (reserved)

(Article 9221 isreproduced hereunder)

9421 Exchange Traded Futures Contracts— General

(00.00.04)

a) With respect to an account of an Aapproved Pparticipant, aceount-or-to-a-market-maker-aceount-of

an-ApprovedParticipant, or ofa-restricted trading permit holder account for which a clearing
Aapproved Pparticipant has issued a letter of guarantee, the Exchange-Bourse has established certain
charges against the capital requirementsof the approved participant carrying the account, which
charges may be less onerous than margin requirements applicable to clients but for which the
approved participant must maintain adequate capital resources at all times:;
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b) capital requirements established by the Bourse may be made applicable to one or more rather than all
approved participants or clients if deemed necessary by the Bourse;

C) FheExechange-may-+Hmpese-from time to time the Bourse may impose special capital requirements
with respect to particular Exchange-traded—share-futures contracts or te—particular positions in

Exchange traded-share futures contracts.

9422 Simple or Spread Positionsin Futures Contracts

(00.00.04)

The capital reguirements which must be applied on all positions in futures contracts held in an
approved participant’s account are determined by the Bourse, in collaboration with the clearing
corporation, from time to time.

(Article 9323 is reproduced hereunder —the word "margin" is replaced by " capital” (except for
iii) and " client" isreplaced by " approved participant")
9423 Futures Contracts and Security Combinations

(00.00.04)

+204A—C)Furthermere,With respect to futures contracts and securities held in an approved
participant's account, the effsets-combinations described abeve-in paragraphs a) to ¢) may only apply if
the following requirements are complied with:

i) securities described in Group V (corporate) of article 7204 are eligible for offset only if they are not
convertible and have asingle A or higher rating by any of Canadian Bond Rating Service, Dominion
Bond Rating Service, Moody's Investors Service or Standard & Poor's Bond Record:;

i) securities in offsetting positions must be denominated in the same currency;

ili) securities in offsetting positions must mature within the same periods referred to in article 7204 for
the purpose of determining margin rates;

iv) the market value of the offsetting positions is equal and no offset is permitted in respect of the
market value of the short (or long) position which is in excess of the market value of the long (or
short) position; and

V) securities in offsetting positions used in the calculation must represent an equivalent maturity value.

a) +204A-B)-Bond futures contracts combinations with Group | securities

Where an approved participant;-a-+narket-raker-or-arestricted-trading-permit-holder-helds account

contains one of the following combinations:

ay-a-long/shertpesitien-r-a 5 year (CGF) or 10 year (CGB) notional Government of Canada
Bbond futures contracts Hsted-en-the-Beudrse-against-and shortteng a position H-securities-of

the-Government of Canada securities (including future purchase and sale commitments), as
described in Group | of article 7204-of the Rules-of-the Bourse;; or
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. short 5 year (CGF) or 10 year (CGB) notional Government of Canada bond futures contracts
and long a position of Government of Canada securities (including future purchase and sale
commitments) as described in Group | of article 7204;

and where the securities of the Government of Canada are maturing within 3 to 11 years, the two

positions may be offset and the minimum capital required margin-tsthemargin-caleutatedmust be the
capital required on the net long or short position:.

b) Bond futures contracts combinationswith Group Il, Group |11 or Group V securities

Where an approved participant account contains one of the following combinations:

b)-a-longlshertpesition--a 5 year (CGF) or 10 year (CGB) notional Government of Canada
Bbond futures contracts Hsted-en-the- Bourse-against-and short/eng a position a-seeuritiesby-of
a Province of Canada securities; as described in Group Il, or of a municipality of Canada
securities; as described in Group 111, or of a corporation securities; as described in Group V of
article 7204 of-the Rules-of-the Beudrse-(including future purchase and sale commitments);; or

. short 5 year (CGF) or 10 year (CGB) notional Government of Canada bond futures contracts
and long a position of a Province of Canada securities as described in Group 1l, or of a
municipality of Canada securities as described in Group |1l, or of a corporation securities as
described in Group V of article 7204 (including future purchase and sale commitments);

and where the securities of the Province of Canada or the municipality of Canada or the corporation
are maturing within 3 to 11 years, the margi-minimum capital required in respect of both positions
must be the greater of the margin-capital required on the long or short position:.

c) Canadian bankers acceptance futures contracts combinationswith bankers acceptance

Where an approved participant account contains one of the following combinations:

er-a-long/shertpesitien-+a-a 3-month Canadian bankers' acceptance (BAX) futures contracts
Hsted-on-the-Beurse-against-and shortieng a position in a bankers' acceptance issued by a

Canadian chartered bank;; or

. short 3-month Canadian bankers acceptance (BAX) futures contracts and long a position in a
bankers' acceptance issued by a Canadian chartered bank;

the marga-minimum capital required in respect of both positions must be the greater of the margin
capital required on the long or short position.

112339424Capital-required—Bond-Optionspaired-with-Bond Futures Contract Combinations with
Bond Options
(00.00.04)

! With respect to bond options and
bond futures contracts held in approved partr cipant accounts where the option contracts and the futures
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contracts have the same settlement date, or can be settled in either ene-of the two nearest contract months
and where the underlying interest of the bond options is a Government of Canada bond maturing or
callable for redemption is-in a period between 3 years 9 months and 10%2 years:, the option contracts and
the futures contracts may be offset as follows:

a) ©)Long bond options—position in bond futures contracts

Where an approved participant account contains one of the following combinations:

*  shertfuture-ispaired-with-a-long call options and short an equivalent face value at maturity of
futures contracts; or

*  where-along-future-ts-paired-with-a-long put_options and long an equivalent face value at

maturity of futures contracts;;

the minimum capital required +smust be:

Li) Wheretheoptionist n-the-money or at-the-money position:
A) $500; plus
B) 100% of the market value of the option; less
C) thein-the-money amount of the optionista-the-meney.

2i11) WheretheeptiontsoOut of the money position:

A) 100% of the market value of the option; plus

B) the capital required on the futures contract; maus-the tesserofless

C) ay-$500;-and-bjthe resutt-excess of $500 minusthe-ameunt-the-optiontsover the out-of-the-

money amount of the option.

b) B)-Short bond options—position in bond futures contracts

Where an approved participant account contains one of the following combinations:

*  short call is-paired-with—a-options and long an equivalent face value at maturity of futures
contracts; or

*  wherea-short put is-paired-with-aoptions and short an equivalent face value at maturity of

futures contracts;;

the minimum capital required ismust be the greater of:

i) A) thecapital required on the futures contract:; less
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B) 100% of the market value of the short option;

and

i) Thecapital-actually-required-cannot-be lower than $500.

E)-Conversion or_long tripo combination involving bond options and bond futur es contracts

Where a tong-put ispaired-with-aoption is carried long for an approved participant's account and the

account is also short a call en-the-same-underhying-bendoption and with-a-long an equivalent face
value at maturity of futures contracts, the minimum capital required ismust be the greater of:

i) A) themarketval i i i
exetceiee—ef—the—put—eptleprqreater of the dlfference plus or_minus, between the daily
settlement value of the long futures contracts and the aggregate exercise value of the long
put options or short the call options; plus

B) thenet market value of the long put and short call options;

and

1) Fheessrlasislbepeseedl eomnet be over 5o $600.
B)-Reconversion or short tripo combination involving bond options and bond futur es contracts

Where a leng-ealt-spaired-with-a-shert—put option is carried short for an approved participant's
account and the account is also long a call option en-the-same-underhying-bond-and with-a-short an

equivalent face value at maturity of futures contracts, the minimum capital required ismust be the
greater of:

_) ! the Mal t\val A 1\
the—aeetet—se—ef—the—eal—l—epttenqreater of the dlfference plus or minus, between the

agaregate exercise value of the long call options or the short put options and the daily
settlement value of the short futures contracts; plus

B) thenet market value of the long call and short put options;
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9425 Futur es Contracts Combinations with Options on Futures Contracts

(00.00.04)

For the following combinations, the delivery months of the options and of the futures contracts have

no importance.

rd-Long Soptions on

Where an approved participant account contains one of the following combinations:

*  shertfutdres—contractis-paired-with-a-long call options and short an equivalent position in

futures contracts; or

*  wherealongfutures-contractts-paired-with-a-long put_options and long an equivalent position

in futures contracts;;

the minimum capital required +s-must be the greater of:
1)  thecapita required on the long option;-er;
and

i) A) thewmargin-capital required on the futures contract; less

B) the amount by which the option is in-the-money.

! . re-Short ©options on
Ffutures Scontracts— position in futures contracts

Where an approved participant account contains one of the following combinations:

o short call ispairedwithoptions and long an equivalent position in futures contracts; or

. a-short put +s-paired-withoptions and short an equivalent position in futures contracts;;

the minimum capital required is-the-market-value-of-the-shert-optionphusmust be the highergreater

of:

1) 50% of the margin-capital required on the underlying-futures contract{futures-speculator—or
hedgerrateostheeosemaybe); e

and

i) A) thewmargin-capital required on the futures contract; less

B) the amount by which the option is in-the-money.
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C) 11248 Capital Required—en—<cConversion_or long tripo combination involving options on

futures contracts and futur es contracts

Where a terg-put-optien-enposition in a futures contract is paired-withcarried long in an approved
participant's account and the account is also long an equivalent position in put options and short an

equivalent position in call options-en-a-futures-contract-and-atong-futures-contraet, the minimum
capital required smust be the greater of:

i) A) thegreater of the difference, plus or minus, between the daily settlement value of the long
futures contracts and the exercise value of the long put options or short call options; plus

B) thenet market value of the long put and short call options;

and

i) JZhe—net—eapual—Feqwed—eannet—be—l%—than—SOOA) of the malcgl-n— apital requwed on the
whderlying-futures contracts :

d) 11247 Capital Reguired-en—+Reconversion™_or short tripo combination involving options on

futures contracts and futur es contracts

Where a teng-eal—enposition in a futures contract is paired-with—acarried short in an approved
participant's account and the account is also short an equivalent position in put en—a—futures

contractoptions and a-shert-futdres-centractiong an equivalent position in call options, the minimum
capital required smust be the greater of:

i) A) the greater of the difference, plus or minus, between the exercise value of the long call
options or short put options and the daily settlement value of the futures contracts; plus

B) thenet market value of the short put and long call options;

and

ii) Fhe-net—eapitalrequired—cannet—be-tess—than-50% of the margir—capital required on the
underlying futures contracts (futures speculator or hedger rate, asthe case may be).

9426 — 9450 (reserved)
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Section $3253-—112659501 — 9600
Over-the-counter (OTC) options

412519501M ar gin +Requirements - gGeneral pProvisions

a)

b)

d)

(00.00.04)
Basis of valuation

Over-the-counter option positions in a Cclient Aaccount must be marked to the market daily by
calculating the value on a basis consistent with the valuation benchmark or mathematical model used
in determining the premium at the time the contract was initially entered.

Mar gin accounts and agr eements
i)  All opening short transactions in over-the-counter options must be carried in a margin account:;

i) Members-approved participants writing and issuing or guaranteeing over-the-counter options on
behalf of a customer must have and maintain, with each customer, a written margin agreement
H—writiag—defining the rights and obligations between them in regard to over-the-counter
options or have and maintain supplementary over-the-counter option agreements with customers
selling such options.

Counterparty as client

Where the member-approved participant is a party to an over-the-counter option, the counterparty to
the option must be considered a client of the merberapproved participant.

Financial Institutions

i)  No margin isrequired for over-the-counter options entered into by a client that is an acceptable
institution, as such term is defined in the-Policy C-3 of the Bourse ("Joint Regulatory Financial
Questionnaire and Report"), as amended from time to time:;

i) wWhere the clientisan acceptable counterparty or aregulated entity, as such terms are defined

: » nd—RepertPolicy C-3 of the Bourse, as
amended from time to t|me the requwed margln must be equal to the market value deficiency
calculated in respect of the option position on an item-by-item basis:;

Ffor the purpose of this subparagraph, the market value deficiency means the amount by which
the premium paid exceeds the market value of the option.

Terms of put and call options

An member-approved participant or an approved person must not make or participate in an over-the-
counter trade in any put or call option, unless such option:

i) does not relate to underlying securities which are the object of options issued by the Canadian
Derivatives Clearing Corporation; or
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f)

9)

h)

APPENDIX B

ii) does relate to underlying securities which are the object of options issued by the Canadian
Derivatives Clearing Corporation, but whose terms are materially different from those of any
series of optionsissued by the Canadian Derivatives Clearing Corporation.

For the purposes of the present section, writing over-the-counter options means the distribution of
securities for which a prospectus may be required or for which specific or blanket exemptions may
be necessary under the applicable securities legislation. The writer of over-the-counter options may,
in effect, be an issuer distributing securities and so must, accordingly, ensure that such distribution
complies with applicable securities legislation.

Furthermore, put and call options written, issued or guaranteed by an member-approved participant
must be in the form prescribed by the ExchangeBourse.

Procedure

Put and call options must not be settled through a clearing heusecorporation.

A put or call option, when exercised, becomes a contract for the sale or purchase of the securities
covered by the put or cal at the contract price for settlement within the time provided by the
ExchangeBourse, provided, however, that settlement and delivery be over-the-counter and not
through a clearing heusecorporation.

The contract arising from the exercise of a put or cal must-shall be deemed to be an Eexchange
contract.

Confirmation, Bdelivery and Eexercise

i) Every over-the-counter option must be confirmed in writing as between the parties, such
confirmation to be mailed or delivered on the day of the transaction:;

i) Ppayment, settlement, exercise and delivery of an over-the-counter option must be made in
accordance with the terms of the over-the-counter option contract.

Semi-monthly returns
Members-Approved participants are required to report as of the close of business on the fifteenth and

last days of each month or, when either of these days is not a trading day, on the preceding trading
day, the total puts and calls written and issued or guaranteed during the period which has ended.

412529502M ar gin requirements - Simple L ong pPositions

(00.00.04)

All purchases of over-the-counter options for clients accounts must be for cash.
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412539503M ar gin +Requirements - Simple sShort pPositions

(00.00.04)

Subject to articles 12519501 e) and +1:2559505, the margin requirements for short positionsin over-

the-counter options must be as follows:

a)

b)

In the case of a short over-the-counter option position, the margin required is equal to:
i)  100% of the current premium of the short over-the-counter option;

ii) plus the product of multiplying the margin rate applicable to the underlying interest by the
market value of the underlying interest; and

iii) lessany out-of-the-money amount.

Notwithstanding paragraph a), in the case of a short over-the-counter option position held in a client
account, the minimum margin must not be less than:

i)  100% of the current premium of the option; and

ii) plus 25% of the product of multiplying the margin rate applicable to the underlying interest by
the market value of the underlying interest.

112549504M ar gin +Requirements - Paired eOption pPositions

a)

b)

(00.00.04)

Except as otherwise provided in this-the present section, clients, as defined at article 212519501 c),
are permitted margin offsets for the purpose of hedging over-the-counter options in the same manner
as set out in section 31201-112259101-9150 and in section 9301-9350, provided that the underlying
interest is the same:;

Hin the case of spreads involving European exercise over-the-counter options, a margin offset is
permitted only in the following cases:

i) where the spread consists of a long and a short European exercise options having the same
expiration date; or

ii) where the spread consists of a short European exercise option and a long American exercise
option:;

Aa margin offset is not permitted where the spread consists of along European exercise option and a
short American exercise option.
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412559505 Acceptable fForms of mMargin

(00.00.04)

a) Thefollowing constitutes adequate margin for over-the-counter options:

i) aspecific deposit of the underlying interest, in a negotiable form, in the client's margin account
with the memberapproved participant;

i) adeposit with the mermber-approved participant of an escrow receipt, as defined in b), in respect
of the underlying interest; or

iii) a letter of guarantee issued by a bank or a trust company in virtue of which this institution
undertakes to receive or deliver securities for a client account.

b) Escrow Receipt

The evidence of a deposit of an over-the-counter option's underlying interest wiH-shall be deemed an
escrow receipt for the purposes hereof if the underlying interest is held by a custodian that is a
depository approved by the Cclearing Scorporation pursuant to an escrow agreement, acceptable to
the ExechangeBourse, between the member—approved participant with which the escrow receipt is
deposited and the approved depository.

c) Therequirements of thisarticle apply, regardless of any otherwise available margin reduction
or margin offset, in the following cir cumstances:

i)  where an over-the-counter option is written by a client that is not an acceptable institution, an
acceptable counterparty or a regulated entity, as such terms are defined in the Joint Regul atory
Financial Questionnaire and Report, as anended from time to time;

i)  where the terms of the over-the-counter option require settlement by physical delivery of the
underlying interest; and

iii) where the Exehange-Bourse has not established a margin rate less than 100% for the underlying
interest.

11256-112609506 — 9510 (Reserved for futureuse)

412619511  Capital FRequirements- gGeneral  pProvisions
(00.00.04)

a) Basisof valuation
Over-the-counter option positions in inventory must be marked to the market daily by calculating the

value on abasis consistent with the valuation benchmark or mathematical model used in determining
the premium at the time the contract was initially entered.
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Terms of put and call options

An member-approved participant or an approved person must not make or participate in an over-the-
counter trade in any put or call option, unless such option:

i) does not relate to underlying securities which are the object of options issued by the Canadian
Derivatives Clearing Corporation; or

ii) does relate to underlying securities which are the object of options issued by the Canadian
Derivatives Clearing Corporation, but whose terms are materially different from those of any
series of optionsissued by the Canadian Derivatives Clearing Corporation.

For the purposes of the present section, writing over-the-counter options means the distribution of
securities for which a prospectus may be required or for which specific or blanket exemptions relief
may be necessary under the applicable securities legislation. The writer of over-the-counter options
may, in effect, be an issuer distributing securities and so must, accordingly, ensure that such
distribution complies with applicable securities | egislation.

Furthermore, put and call options written, issued or guaranteed by an member-approved participant
must be in the form prescribed by the ExchangeBourse.

Procedure

Put and call options must not be settled through a clearing heusecorporation.

A put or call option, when exercised, becomes a contract for the sale or purchase of the securities
covered by the put or cal at the contract price for settlement within the time provided by the
ExchangeBourse, provided, however, that settlement and delivery be over-the-counter and not
through a clearing heusecorporation.

The contract arising from the exercise of a put or call must be deemed to be an Eexchange contract.

Confirmation, Bdelivery and Eexercise

i) Every over-the-counter option must be confirmed in writing as between the parties, such
confirmation to be mailed or delivered on the day of the transaction.

ii) Payment, settlement, exercise and delivery of an over-the-counter option must be made in
accordance with the terms of the over-the-counter option contract.

Semi-monthly returns
Members-Approved participants are required to report as of the close of business on the fifteenth and

last days of each month or, when either of these days is not a trading day, on the preceding trading
day, the total puts and calls written and issued or guaranteed during the period which has ended.
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112629512Capital +Requirements - Simple L ong pPositions

a)

b)

(00.00.04)

The capital required for along call and for along put, where the over-the-counter option's premium
isless than $1:00, must be equal to the market value of the option:;

the capital required on along call, where the over-the-counter option's premium is $1-60 or more and
which is not used to offset the capital required on any other position, must be equal to the market
value of the call, less 50% of the excess of the market value of the underlying interest over the
exercise price of the call-;

the capital required on along put, where the over-the-counter option's premium is $1-60 or more and
which is not used to offset the capital required on any other position, must be equal to the market
value of the put, less 50% of the excess of the exercise price of the put over the market value of the
underlying interest.

112639513Capital +Requirements- Simple sShort pPositions

(00.00.04)
The capital requirements for short positions in over-the-counter options in inventory must be as
follows:
a) Inthe case of ashort over-the-counter option position, the capital required is equal to:

i)  100% of the current premium of the short over-the-counter option;

ii) plus the product of multiplying the margin rate applicable to the underlying interest by the
market value of the underlying interest; and

iii) lessany out-of-the-money amount.

112649514Capital +Requirements- Paired eOption pPositions

a)

b)

(00.00.04)

Except as otherwise provided in this section, members-approved participants are permitted capital
offsets for the purpose of hedging over-the-counter options in the same manner as set out in section
11226-112489201-9150 and in section 9401-9450, provided that the underlying interest is the same.

In the case of spreads involving European exercise over-the-counter options, capital offset is
permitted only in the following cases:

i) where the spread consists of a long and a short European exercise options having the same
expiration date; or

i) wherethe spread consists of a short European exercise option and along American style option.

A capital offset is not permitted where the spread consists of along European exercise option and a
short American exercise option.
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112659515Capital +Reduction aAllowed for pPositions kHeld by membersApproved Participants
(00.00.04)

Consistent with listed options, members-approved participants are permitted to apply the premium |
credit generated on a short over-the-counter option against the capital required pursuant to this section.

However, the excess of the premium credit generated on a short over-the-counter option over the

capital required on the subject position must not be used to reduce the capital required on another
position.
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RULE ELEVEN
EXCHANGE-TRADED
OPTION CONTRACTS

Section-11201—11250
) ol .
Section 11201 — 11250 istransferred to
New Rule Nineunder thetitle:
Section 9001 — 9100 — General Provisions

(abr. 00.00.04)

(Article 11201 becomes article 9101 and article 9301)

11201 OptionsMargin —General
(abr. 00.00.04)

(Article 11202 becomes article 9102 and article 9302 —par. c) istransfered to article 9152)
11202 Long Positionsin Options
(28.01.02, abr. 00.00.04)
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(Article 11203 becomes article 9103 and article 9303)
11203 Margin Required for Simple Short Position

(08.08.86, 15.08.86, 01.01.87, 19.05.87, 30.09.87, 31.05.88, 24.11.92, 07.09.99, 11.02.00, abr.
00.00.04)

/2



APPENDIX B

(Article 11204 is abr ogated)
11204 Cover for a Short Index Call

(abr. 00.00.04)
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(Article 11205 becomes articles 9105 and 9305— part of par. A) istransferred to article 9152)

11205 Margin Required for Paired Option Positions (Spreads, etc.)
(15.08.86, 28.01.02, abr. 00.00.04)

(Paragraphs a) and d) of article 11206 become article 9306. Paragraphsb) and c) ar e abr ogated)
11206 Margin Required for Paired Positionsin Underlying Securitiesand Short Options
(08.08.86, 15.08.86, 01.01.92, abr. 00.00.04)
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(Par. a) of art. 11207 becomes art. 9106 c) and 9306 c); par. b) of art. 11207 becomes art. 9106 d)

and 9306 d); par. d) and e) of art. 11207 aretransferred to article 9152; par. ¢) and f) of art. 11207

are abrogated)

11207 Margin Required for Paired Positionsin Underlying Securitiesand L ong Options
(08.08.86, 15.08.86, 30.09.87, 08.12.94, 28.01.02, 00.00.04) |
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(Article 11208 is abr ogated)

11208 Combination of Bond Optionsand Bond Futuresor Treasury Bill Optionsand Treasury
Bill Futures
(08.08.86, 19.01.95, abr. 00.00.04)

(Article 11209 becomes article 9101 d))
11209 Margin Offsets—OCC Options

(abr. 00.00.04)

(Article 11210 is abrogated)
11210 Marking Pricefor Underlying Bondsand Treasury Bills
(28.09.82, 06.08.86, 15.08.86, 00.00.04)
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(Article 11211 is abrogated)
11211 Marking Pricefor Underlying I ndexes
(24.04.84, abr. 00.00.04)

(Article 11212 becomes article 9324 however, the paragraphsarein adifferent order)
11212 Margin required Bond Options paired with Bond Futures
(15.09.89, 19.01.95, abr. 00.00.04)
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(Article 11213 becomes article 9311)
11213 Long Positions on Options on Futures Contracts
(20.03.91, abr. 00.00.04) |

(Article 11214 becomes article 9312)
11214 Margin Required for Simple Short Positions on Option on Futures Contracts
(20.03.91, 07.04.94, abr. 00.00.04) |
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(Article 11215 becomes article 9313)

11215 Margin Required for Paired Option Positions on Futures Contracts
(20.03.91, 07.04.94, abr. 00.00.04)
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(Article 11216 becomes article 9325, par agr aph b))

11216 Margin Required for Paired Positionsin Futures Contracts and Short Options on Futures
Contracts
(20.03.91, 07.04.94, abr. 00.00.04)

(Article 11217 becomes article 9325, par agr aph a))

11217 Margin Required for Paired Positions on Futures Contractsand Long Optionson Futures
Contracts
(20.03.91, abr. 00.00.04)

(abr. 00.00.04)
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(Article 11226 becomes article 9201 —art. 9201 is also reproduced in article 9401 + par. f))

11226 ChargesAgainst Capital
General
(20.03.91, 28.01.02, abr. 00.00.04)
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(Article 11227 istransferred to art. 9202, 9203, 9204 —par. A) and B) arereproduced in art. 9402
and par. C) ispartly reproduced in article 9403)

11227 Capital required - Unpaired long or short positionsin options
(08.08.86, 01.01.87, 30.09.87, 11.02.00, abr. 00.00.04)

(Article 11228 becomes articles 9205 and 9405)
11228 Capital Required for Paired Option Positions (Spreads)
(15.08.86, 30.09.87, 01.01.89, 28.01.02, abr. 00.00.04)
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(Article 11229 becomes articles 9206 and 9406 —par. ¢) istransferred to article 9205 e)))

11229 Capital Required for Paired Positionsin Underlying Securities and Short Options
(08.08.86, 15.08.86, 30.09.87, 01.01.92, 03.11.93, 28.01.02, abr. 00.00.04)
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(Article 11230 becomes article 9206 c) and d) and art. 9406 b))
11230 Capital Required for Paired Positionsin Underlying Securities and Long Options
(am. 08.08.86, 15.08.86, am. eff. 30.09.87, 28.01.02, abr. 00.00.04)
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(Article 11231 becomes article 9206 f) and art. 9406 d))
11231 Capital Required on " Reconversions'
(15.08.86, 28.01.02, abr. 00.00.04)

(Article 11232 becomes article 9206 €) and art. 9406 c))
11232 Capital Required on " Conversions'
(15.08.86, 28.01.02, abr. 00.00.04)
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(Article 11233 becomes article 9424 however the paragraphsarein adifferent order)
11233 Capital required - Bond Options paired with Bond Futures
(08.08.86, 21.11.86, 15.09.89, 19.01.95, abr. 00.00.04)
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(Article 11234 is abrogated)
11234 Trade Date, Settlement Date for Capital
Requirements

(abr. 00.00.04)

11235-39 (Reserved)
(abr. 00.00.03)

(Article 11240 is abr ogated)
11240 Capital Required
(19.01.95, 28.01.02, abr. 00.00.04)
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11241 et 11242 (reserved)
(abr. 00.00.04)

(Article 11243 a) becomes article 9411, and 11243 b) becomes art. 9412)
11243 Capital Required - Unpaired Long or Short Positionsin Options on Futures Contracts
(20.03.91, 07.04.94, 00.00.04)

(Article 11244 becomes article 9413)
11244 Capital Required - Paired Option Positions on Futures Contracts
(20.03.91, 07.04.94, abr. 00.00.04)
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(Article 11245 becomes article 9425 b))

11245 Capital Required for - Paired Positionsin Futures Contracts and Short Options on
Futures Contracts
(20.03.91, 07.04.94, abr. 00.00.04)

(Article 11246 becomes article 9425 a))

11246 Capital Required for - Paired Positionsin Futures Contract and L ong Option on futures
Contract
(20.03.91, 07.04.94, abr. 00.00.04)
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(Article 11247 becomes article 9425 d))

11247 Capital Required on " reconversion”
(20.03.91, 07.04.94, abr. 00.00.04)

(Article 11248 becomes article 9425 c))
11248 Capital Required on " conversion”
(20.03.91, 07.04.94, abr. 00.00.04)
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(This section becomes Section 9501 — 9600)
Section-11251 11265
Over-the-counter (OTC) options

(abr. 00.00.03)

(Article 11251 becomes article 9501)

11251 Margin reguirements - general provisions
(24.12.98, abr. 00.00.04)
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(Article 11252 becomes article 9502)
11252 Margin requirements- Simple long positions
(24.12.98, abr. 00.00.04)
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(Article 11253 becomes article 9503)

11253 Margin requirements - Simple short positions
(24.12.98, abr. 00.00.04)

(Article 11254 becomes article 9504)
11254 Margin reguirements - Paired option positions
(24.12.98, abr. 00.00.04)
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(Article 11255 becomes article 9505)

11255 Acceptable forms of margin
(24.12.98, abr. 00.00.04)

(Articles 11256 — 11260 become articles 9506 — 9510)
11256 - 11260 (Reserved for futureuse)

(abr. 00.00.04)
(Article 11261 becomes article 9511)

11261 Capital requirements- general provisions
(24.12.98, abr. 00.00.04)

) Basisof valuat
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(Article 11262 becomes article 9512)
11262 Capital requirements- Simple long positions
(24.12.98, abr. 00.00.04)

(Article 11263 becomes article 9513)
11263 Capital requirements- Simple short positions
(24.12.98, abr. 00.00.04)

(Article 11264 becomes article 9514)
11264 Capital requirements- Paired option positions
(24.12.98, abr. 00.00.04)
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(Article 11265 becomes article 9515)

11265 Capital reduction allowed for positions held by members
(24.12.98, abr. 00.00.04)

/32




APPENDIX B

(The present section is abrogated from Rule Eleven)
SECTION
11280 - 11400
Margin requirementsfor offsetsinvolving S& P/TSE 60 Stock I ndex products
(07.09.99, abr. 00.00.04)

(Article 11280 istransferred to article 9001 q))

11280 Basket
(07.09.99, abr. 00.00.04)

(Article 11281 becomes article 9107)
11281 Multiple Option Combinationsinvolving S& P/TSE 60 Stock | ndex Options
(07.09.99, abr. 00.00.04)

; Liensoly : < Irdles Opt
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(Article 11282 is abr ogated)

11282 Multiple Option Combinationsinvolving S& P/TSE 60 Stock I ndex Participation Unit
Options
(07.09.99, abr. 00.00.04)
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(Articles 11283, 11284 and 11287 are grouped together under article 9109)

11283 S& P/TSE 60 Stock Index Options offset with baskets of S& P/TSE 60 Stock Index
securities
(07.09.99, abr. 00.00.04)

(Articles 11283, 11284 and 11287 are grouped together under article 9109)

11284 Basketsof S& P/TSE 60 Stock | ndex securities offset with S& P/TSE 60 Stock | ndex
Participation Unit Options
(07.09.99, abr. 00.00.04)
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(Article 11285 istransferred to article 7202)
11285 S& P/TSE 60 Stock Index securities offset with S& P/T SE 60 Stock Index Participation
Units

(abr. 00.00.04) |
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(Article 11286 is abr ogated however, the global idea of theruleisreproduced in article 9108)
11286 S& P/TSE 60 Stock Index Participation Unit Options offset with S& P/TSE 60 Stock Index
Options
(07.09.99, 00.00.04)
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(Articles 11283, 11284 and 11287 ar e grouped together under article 9109)

11287 S& P/TSE 60 Stock Index Options offset with S& P/TSE 60 Stock Index Participation Units
(07.09.99, abr. 00.00.04)

/38




APPENDIX B

(Article 11288 is abrogated)

11288 S& P/TSE 60 Stock I ndex Futures contracts offset with S& P/TSE 60 Stock | ndex
Participation Units
(07.09.99, abr. 00.00.04)
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(Article 11289 is abr ogated)

11289 S& P/TSE 60 Stock Index Futures contracts offset with Toronto 35 Stock |ndex Futures

contracts
(07.09.99, abr. 00.00.04)

(Article 11290 is abrogated)

11290 S& P/TSE 60 Stock I ndex Futures contracts offset with a basket of Toronto 35 Stock index
securities
(07.09.99, abr. 00.00.04)

(Article 11291 is abrogated)

11291 Toronto 35 Stock Index Futures contracts offset with a basket of S& P/T SE 60 Stock | ndex
securities
(07.09.99, abr. 00.00.04)
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(Section 11501 — 11600 is abrogated from Rule Eleven)
SECTION
11501 - 11600
Capital requirementsfor offsetsinvolving
S& P/T SE 60 Stock Index products
(07.09.99, abr. 00.00.04) |

(Article 11501 istransferred to article 9207) |
11501 Multiple Option Combinationsinvolving S& P/TSE 60 Stock | ndex Options
(07.09.99, abr. 00.00.04) |

(Article 11502 is abr ogated)

11502 Multiple Option Combinationsinvolving S& P/TSE 60 Stock I ndex Participation Unit
(IPU) Options
(07.09.99, abr. 00.00.04) |




APPENDIX B

(Articles 11503, 11504 and 11507 are grouped together under article 9209)

11503 S& P/TSE 60 Stock Index Options offset with a basket of S& P/TSE 60 Stock I ndex
securities
(07.09.99, 00.00.04)
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(Articles 11503, 11504 and 11507 ar e grouped together under article 9209)

11504 S& P/TSE 60 Stock | PU options offset with a basket of S& P/TSE 60 Stock | ndex securities
(07.09.99, abr. 00.00.04)
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(Article 11505 istransferred to article 7202)

11505 S& P/TSE 60 Stock | PUs offset with a basket of S& P/TSE 60 Stock I ndex securities
(07.09.99, abr. 00.00.04)
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(Article 11506 istransferred to article 9208)

11506 S& P/TSE 60 Stock | PU options offset with S& P/T SE 60 Stock | ndex options
(07.09.99, abr. 00.00.04)
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(Articles 11503, 11504 and 11507 ar e grouped together under article 9209)

11507 S& P/TSE 60 Stock Index options offset with S& P/TSE 60 Stock | PUs
(07.09.99, abr. 00.00.04)
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(Article 11508 was incor por ated to article 9225)

11508 S& P/TSE 60 Stock Index Futures contracts offset with S& P/TSE 60 Stock |PUs
(07.09.99, 00.00.04)

(Article 11509 istransferred to article 9226)

11509 S& P/TSE 60 Stock Index options offset with S& P/TSE 60 Stock Index Futures contracts
(07.09.99, abr. 00.00.04) |
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(Article 11510 was incor por ated to article 9226)

11510 S& P/TSE 60 Stock | PU options offset with S& P/T SE 60 Stock |ndex Futures contracts
(07.09.99, 00.00.04)
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(Article 11511 becomes article 9225)

11511 S& P/TSE 60 Stock Index Futures contracts offset with a basket of S& P/T SE 60 Stock
Index Securities
(07.09.99, abr. 00.00.04)

(Article 11512 is abrogated)

11512 S& P/TSE 60 Stock Index Futures contracts offset with Toronto 35 Stock Index Futures
contracts
(07.09.99, abr. 00.00.04)

(Article 11513 is abrogated)

11513 S& P/TSE 60 Stock Index Futures contracts offset with a basket of Toronto 35 Stock | ndex
securities.
(07.09.99, abr. 00.00.04)

(Article 11514 is abrogated)

11514 Toronto 35 Stock Index Futures contracts offset with a basket of S& P/TSE 60 Stock | ndex
securities
(07.09.99, abr. 00.00.04)
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(Section 11601 — 11700 is abr ogated)
Section 11601 — 11700
Margin required on pairingsinvolving S& P/T SE Sectorial Stock Index products
(29.04.02, abr. 00.00.04)

(Article 11601 is abr ogated)

11601 Sectorial Basket
(29.04.02, abr. 00.00.04)

(Article 11602 is abr ogated)
11602 Multiple Option Combinationsinvolving S& P/TSE Sectorial Stock Index Options
(29.04.02, abr. 00.00.04)
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(Article 11603 is abrogated)

11603 Pairing of with S& P/TSE Sectorial Stock Index Options with baskets of S& P/TSE
Sectorial Stock Index securities
(29.04.02, abr. 00.00.04)
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(Section 11701 — 11800 is abr ogated)
SECTION
11701 - 11800
Capital requirementsfor pairingsinvolving
S& P/TSE Sectorial Stock Index products
(29.04.02, abr. 00.00.04) |

(Article 11701 is abr ogated) |
11701 Multiple Option Combinationsinvolving S& P/TSE Sectorial Stock Index Options
(29.04.02, abr. 00.00.04) |

(Article 11702 is abr ogated)

11702 Pairing of S& P/TSE Sectorial Stock Index Optionswith a basket of S& P/T SE Sectorial
Stock Index securities
(29.04.02, abr. 00.00.04) |
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(Article 11703 is abrogated)

11703 Pairing of S& P/T SE Sectorial Stock Index optionswith S& P/TSE Sectorial Stock Index
Futurescontracts
(29.04.02, abr. 00.00.04)

/58




APPENDIX B

/59



APPENDIX B

/ 60




APPENDIX B

RULE FIFTEEN
FUTURES CONTRACTS SPECIFICATIONS

Section 15501 -15600
Canadian Bankers Acceptance Futures
Sub-section 15501 - 15550
Specific Trading Provisions

(00.00.04)

(The provisions of article 15511 were reproduced to various extent in articles 9321, 9322, 9421 and
9422 of New Rule Nine)

15511 Margin Requirements
(22.04.88, 13.07.92, 19.10.93, 09.03.99, abr. 00.00.04)

5-YEAR AND 10-YEAR GOVERNMENT OF CANADA BOND FUTURES

Section 15601 - 15700
Specific Trading Provisions

(00.00.04)

(The provisions of article 15611 were reproduced to various extent in articles 9321, 9322, 9421 and
9422 of New Rule Nine)
15611 Minimum Margin Requirements

(08.09.89, 24.11.92, 19.01.95, 09.03.99, abr. 00.00.04)
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SECTION 15701 - 15750
Futures Contracts
on S& P/TSE 60 Stock Index
(07.09.99, 00.00.04)

Sub-section 15701 - 15720
Specific Trading Provisions

(The provisions of article 15711 were reproduced to various extent in articles 9121, 9122, 9221 and
9222 of New Rule Nine)
15711 Margin Requirements

(07.09.99, abr. 00.00.04)
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(The provisions of article 15712 werereworded in article 9125 of New Rule Nine)

15712 Margin offsets
(07.09.99, abr. 00.00.04)
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SECTION 15751 - 15800
Futures Contracts
on S& P/TSE sectorial Stock | ndexes
(31.01.01, 00.00.04)

Sub-section 15751 - 15770
Specific Trading Provisions

(Article 15761 is abr ogated)

15761 Margin Requirementsfor simple or spread positions
(29.04.02, abr. 00.00.04)

(Article 15762 is abr ogated)
15762 Margin offsets
(29.04.02, abr. 00.00.04)
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CANADIAN AND INTERNATIONAL SHARE FUTURES CONTRACTS

Section 15801 — 15900
Specific Trading Provisions
(31.01.01, 00.00.04)

Subsection 15851 - 15900
Margin and Capital Requirementson
Share Futures Contracts
(31.01.01, 00.00.03)

(The provisions of article 15851 were reproduced to various extent in articles 9121 and 9221 of
New Rule Nine)
15851 General Provisions

(31.01.01, abr. 00.00.04)

(The provisions of article 15852 were reproduced to various extent in articles 9122 and 9222 of
New Rule Nine)
15852 Margin Required for Simple or Spread Positions

(31.01.01, 17.09.02, abr. 00.00.04)
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(The provisions of article 15853 werereworded in article 9123 of New Rule Nine)

15853 Margin Requirementsfor Paired Positionsin Underlying Securities and Short Share
Futures Contracts
(31.01.01, abr. 00.00.04)

(The provisions of article 15854 werereworded in article 9123 of New Rule Nine)

15854 Margin Requirementsfor Paired Positionsin Underlying Securitiesand Long Share
Futures Contracts
(31.01.01, abr. 00.00.04)

(The provisions of article 15855 werereworded in article 9124 of New Rule Nine)
15855 Combination of Stock Options and Share Futures Contracts
(31.01.01, abr. 00.00.04)
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(The provisions of article 15875 wereincorporated in article 9221 of New Rule Nine)

15875 Capital Requirements— General Provisions
(31.01.01, abr. 00.00.04)

(The provisions of article 15876 werereworded in article 9222 of New Rule Nine)
15876 Capital requirements
(31.01.01, 17.09.02, 00.00.04)
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(The provisions of article 15877 werereworded in article 9224 of New Rule Nine)

15877 Capital Requirementsfor Paired Share Futures Contracts Positions with Stocks Options
(31.01.01, abr. 00.00.04)

/9




APPENDIX B

(The provisions of article 15878 werereworded in article 9223 of New Rule Nine)

15878 Capital Requirementsfor Paired Positionsin Underlying Securities and Share Futures

Contracts
(31.01.01, abr. 00.00.04)
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Section 15901 — 15930
30-DAY OVERNIGHT REPO RATE FUTURES

Sub-section 15901 - 15920
Specific Trading Provisions

(00.00.04)

(The provisions of article 15911 were reproduced to various extent in articles 9321 and 9421 of
New Rule Nine)
15911 Margin Requirements

(14.06.02, abr. 00.00.04)
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