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Finalised guidance for reporting of transactions on Turquoise Derivatives

As notified in Market Watch 40, on 1 May 2011, EDX London, a Recognised Investment Exchange (RIE),
was integrated into Turquoise Global Holdings Limited (‘“Turquoise’), forming Turquoise Derivatives,
which is operated as a Multilateral Trading Facility (MTEF).

Previously, firms reported transactions admitted to trading on EDX as on-exchange transactions. Under
the current rules, transactions for derivative instruments admitted to trading on Turquoise Derivatives are
technically OTC derivatives.

However, to avoid firms having to make systems changes to comply with the current rules, we proposed to
allow firms to either report as OTC derivatives or to continue to report as on-exchange transactions as if
they were derivatives admitted to trading on a regulated market. Transactions are reported as on-exchange
transactions by populating the instrument identifier with the relevant International Securities Identification
Number (ISIN) of the derivative and the trading venue with the Turquoise Market Identifier Code (MIC).

As this proposal represented a change to the current rules the FSA was required to consult on this.
The consultation was published on the guidance section of its website:
www.fsa.gov.uk/Pages/Library/Policy/guidance_consultations/index.shtml and closed on 22 September 2011.

There were no responses that raised any objections or requested any clarification to the proposed
guidance. The guidance has therefore been made with immediate effect and firms now have the choice of
reporting as on-exchange derivatives or as OTC derivative transactions. We believe it would be easier
both for firms and the FSA to report using an ISIN.

Finalised guidance for reporting of transactions on derivative markets
where reference data is not available

In Market Watch 40 we published finalised guidance for reporting of transactions in derivatives
conducted through clearing platforms of derivative markets (ISIN or Aii) where the reference data is
available to the FSA and the Authorised Reporting Mechanisms (ARMs). We also gave firms notice of our
intention to propose new guidance for firms reporting derivative transactions conducted through clearing
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platforms of derivative markets where the reference data for those transactions is not made available to
the FSA and ARMs.!

The FSA and ARMs rely on the provision of instrument reference data relating to the transactions conducted
through clearing platforms of derivative markets in order to validate the accuracy of the transaction reports.
Typically, this reference data is provided by the regulated derivative exchange concerned.

We consulted on proposed guidance that would require firms to report these particular transactions where
the reference data is not available using the equivalent ISIN for ISIN derivative markets or Aii exchange
product code for Aii derivative markets of the standardised derivative contracts (order book contracts).

The guidance proposed that when reporting transactions in derivatives conducted through clearing
platforms of an Aii derivative market where the reference data for these transactions is not made available
to the FSA and the ARMs, the Aii code for these transactions should contain the following components:

e the Exchange Product Code of the standardised derivative contracts (order book contracts); and

e the remaining Aii fields (derivative type, put/call identifier, maturity date, strike price and the ISO 10383
Market Identifier Code (MIC)) should be populated as per the flex derivative contract traded.

When reporting transactions in derivatives conducted through clearing platforms of an ISIN market where
the reference data for these transactions is not available, the ISIN of the standardised derivative contracts
(order book contracts) should be transaction reported.

It was proposed that the guidance would become effective as of 31 March 2012.

The consultation was published on the guidance section of its website:
www.fsa.gov.uk/Pages/Library/Policy/guidance_consultations/index.shtml and closed on 6 October 2011.

There were no responses that raised any objections or requested any clarification to the proposed guidance.
The guidance has therefore been made with an effective date of 31 March 2012.

Prior to 31 March 2012, firms are not required to report transactions in derivatives conducted through
clearing platforms of derivative markets where reference data is not available to the FSA and ARM:s.

However, where firms choose to report these transactions they may do so in a number of ways:

(i)  using the equivalent ISIN for ISIN derivative markets or Aii code for Aii derivative markets of
the standardised derivative contracts (order book contracts);

(ii) using the ISIN for ISIN derivative markets or Aii code for Aii derivative markets which is issued
by the clearing platform to the parties to the trade but is not part of the reference data available
to the FSA and to the ARMs. These trades will be rejected by the FSA and/or ARMs and the

FSA does not require them to be re-submitted; or

(iii) as an OTC derivative transaction.

1 Currently Eurex does not provide Aii codes for the flex derivative contracts to the FSA and ARMs. The FSA is endeavouring to establish a solution for this
particular set of instruments.
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The complete guidance in respect of reporting transactions in derivatives
conducted through clearing platforms of derivative markets is as follows:

Reporting transactions in derivatives conducted through clearing
platforms of derivative markets (ISIN or Aii)

This guidance applies to all transactions in derivatives conducted through clearing platforms of
derivative markets (ISIN or Aii) within the EEA, regardless of whether those derivatives are fungible
or differ in any characteristics from an exchange standardised instrument.

This guidance applies to transaction reports submitted to the FSA. Other competent authorities may
have different requirements.

These derivatives are on-exchange instruments traded off order book and should be reported
accordingly, as set out below.

Where reference data is made available to the FSA and ARMs

(a) ISIN derivative markets (eg flex options on the Turquoise Derivatives)?

When a transaction in a derivative instrument is conducted through the clearing platform of an ISIN

derivative market that is a regulated market, the transaction should be reported as an ISIN transaction.?

This guidance will be effective from 31 March 2012. Firms, may, however, elect to report transactions
in derivatives conducted through clearing platforms of an ISIN derivative market prior to this date.
Example of a transaction on Turquoise Derivatives reported as an ISIN transaction

e FI100 12 2011 5300 Equity Index Call Option on the Turquoise Derivatives.

® The firm should report this using the ISIN code (GBOOD62KYB69). The exchange venue will be
TRQD. The counterparty will be the exchange CCP.

Where the transaction is conducted on behalf of a client, the ‘client side’ transaction report must
include the MIC of the derivative exchange in the venue field.

(b) Aii derivative markets (e.g. BClear)

Firms are not required to report transactions in derivatives conducted through clearing platforms
of an Aii derivative market until 31 March 2012. From this date, firms are expected to report these
transactions as shown in the examples below.

Example of fungible contracts (contracts that mirror standardised contracts on order book)

® Buy 10 Vodafone Dec 2011 160 Calls through BClear (NYSE Liffe).

e The firm should report this transaction using the Aii code. The counterparty will be the exchange CCP.

As per the confirmation in this Market Watch, firms can continue to report transactions executed in derivatives admitted to trading on Turquoise Derivatives as if
they were derivatives admitted to trading on a regulated market, by identifying the derivative with the relevant ISIN code. Hence, Turquoise Derivatives is used
here as an example of an ISIN derivative market.

Transactions in derivatives admitted to trading on Turquoise Derivatives may be reported as an ISIN transaction or as an OTC derivative transaction.
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e The Aii code for this transaction will contain the following components: Instrument Identification
‘VOD’ (Exchange Product Code of Vodafone), Quantity 10, Strike Price 1.60, Expiry Date 16 Dec
2011, Derivative Type: ‘O’, Put/Call Indicator ‘C’, Venue Identification ‘XLIF’.

Example of non-fungible contracts (contracts that do not mirror standardised contracts on

order book)
® Buy 10 Vodafone Nov 2011 166 Calls through BClear (NYSE Liffe).
e The firm should report this transaction using the Aii code. The counterparty will be the exchange CCP.

e The Aii code for this transaction will contain the following components: Instrument Identification
‘VOU* (Exchange Product Code of Vodafone), Quantity 10, Strike Price 1.66, Expiry Date 18 Nov
2011, Derivative Type: ‘O’, Put/Call Indicator ‘C’, Venue Identification ‘XLIF’.

Where the transaction is conducted on behalf of a client, the ‘client side’ transaction report must
include the MIC of the derivative exchange in the venue field.

Firms may, however, elect to report transactions on fungible and non-fungible derivatives
conducted through clearing platforms of Aii derivative markets as OTC derivative transactions
prior to the implementation date (31 March 2012).

Example of reporting as OTC derivative transaction prior to 31 March 2012
® Buy 10 Vodafone Dec 2011 160 Calls through BClear (NYSE Liffe).

e The firm should report using the Venue Identification Code (MIC) of ‘XXXX’, and the
counterparty will be the actual counterparty to the transaction.

® Other components of the report will include: Underlying Instrument Identification
‘GB00B16GWDS6’ (ISIN of Vodafone), Instrument Type ‘A’ (Equity), Quantity 10, Strike Price
1.60, Expiry Date
16 Dec 2011, Derivative Type: ‘O’, Put/Call Indicator ‘C’.

Where reference data is not available to the FSA and the ARMs

The FSA and ARMs rely on the provision of instrument reference data relating to the transactions
conducted through clearing platforms of derivative markets in order to validate the accuracy of
the transaction reports. Typically, this reference data is provided by the regulated derivative
exchange concerned.

However, in some circumstances the FSA and the ARMs are unable to obtain reference data from
derivatives markets on their flex derivatives contracts (eg currently Eurex does not provide Aii
codes for the flex derivative contracts).

In circumstances where this reference data is not made available to the FSA and ARMs, firms will
be required to report these transactions using the equivalent ISIN for ISIN derivative markets or the
Aii exchange product code for Aii derivative markets of the standardised derivative contracts (order
book contracts).

In this example, an American option, cash settled.
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When reporting transactions in derivatives conducted through clearing platforms of an Aii derivative
market where the reference data for these transactions is not made available to the FSA and the
ARMs, the Aii code for these transactions should contain the following components:

e the Exchange Product Code of the standardised derivative contracts (order book contracts); and

e the remaining Aii fields (derivative type, put/call identifier, maturity date, strike price and the MIC)
should be populated as per the flex derivative contract traded.

When reporting transactions in derivatives conducted through clearing platforms of an ISIN market
where the reference data for these transactions is not available, the ISIN of the standardised
derivative contracts (order book contracts) should be transaction reported.

This guidance will be effective from 31 March 2012.

Prior to 31 March 2012, firms are not required to report transactions in derivatives conducted through
clearing platforms of derivative markets where reference data is not available to the FSA and ARMs.

However, where firms choose to report these transactions they may do so in a number of ways:

(i)  using the equivalent ISIN for ISIN derivative markets or Aii code for Aii derivative markets
of the standardised derivative contracts (order book contracts); or

(ii) using the ISIN for ISIN derivative markets or Aii code for Aii derivative markets which is
issued by the clearing platform to the parties to the trade but is not part of the reference data
available to the FSA and to the ARMs. These trades will be rejected by the FSA and/or ARMs
and the FSA does not require them to be re-submitted; or

(iii) as an OTC derivative transaction.

Contact details

This newsletter is produced regularly by the Market Conduct and Transaction Monitoring teams in our
Markets Division. If you would like to receive this newsletter by email, or have any comments on it, please
contact: market.watch@fsa.gov.uk

Market Abuse Helpline Transaction Monitoring Helpline
020 7066 4900 020 7066 6040
market.abuse@fsa.gov.uk tmu@fsa.gov.uk

Page @ 5


mailto:market.watch@fsa.gov.uk
mailto:market.abuse@fsa.gov.uk
mailto:tmu@fsa.gov.uk


<<
  /ASCII85EncodePages false
  /AllowTransparency false
  /AutoPositionEPSFiles true
  /AutoRotatePages /None
  /Binding /Left
  /CalGrayProfile (Dot Gain 20%)
  /CalRGBProfile (sRGB IEC61966-2.1)
  /CalCMYKProfile (U.S. Web Coated \050SWOP\051 v2)
  /sRGBProfile (sRGB IEC61966-2.1)
  /CannotEmbedFontPolicy /Error
  /CompatibilityLevel 1.4
  /CompressObjects /Tags
  /CompressPages true
  /ConvertImagesToIndexed true
  /PassThroughJPEGImages true
  /CreateJobTicket false
  /DefaultRenderingIntent /Default
  /DetectBlends true
  /DetectCurves 0.0000
  /ColorConversionStrategy /CMYK
  /DoThumbnails false
  /EmbedAllFonts true
  /EmbedOpenType false
  /ParseICCProfilesInComments true
  /EmbedJobOptions true
  /DSCReportingLevel 0
  /EmitDSCWarnings false
  /EndPage -1
  /ImageMemory 1048576
  /LockDistillerParams false
  /MaxSubsetPct 100
  /Optimize true
  /OPM 1
  /ParseDSCComments true
  /ParseDSCCommentsForDocInfo true
  /PreserveCopyPage true
  /PreserveDICMYKValues true
  /PreserveEPSInfo true
  /PreserveFlatness true
  /PreserveHalftoneInfo false
  /PreserveOPIComments true
  /PreserveOverprintSettings true
  /StartPage 1
  /SubsetFonts true
  /TransferFunctionInfo /Apply
  /UCRandBGInfo /Preserve
  /UsePrologue false
  /ColorSettingsFile ()
  /AlwaysEmbed [ true
  ]
  /NeverEmbed [ true
  ]
  /AntiAliasColorImages false
  /CropColorImages true
  /ColorImageMinResolution 300
  /ColorImageMinResolutionPolicy /OK
  /DownsampleColorImages true
  /ColorImageDownsampleType /Bicubic
  /ColorImageResolution 300
  /ColorImageDepth -1
  /ColorImageMinDownsampleDepth 1
  /ColorImageDownsampleThreshold 1.50000
  /EncodeColorImages true
  /ColorImageFilter /DCTEncode
  /AutoFilterColorImages true
  /ColorImageAutoFilterStrategy /JPEG
  /ColorACSImageDict <<
    /QFactor 0.15
    /HSamples [1 1 1 1] /VSamples [1 1 1 1]
  >>
  /ColorImageDict <<
    /QFactor 0.15
    /HSamples [1 1 1 1] /VSamples [1 1 1 1]
  >>
  /JPEG2000ColorACSImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 30
  >>
  /JPEG2000ColorImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 30
  >>
  /AntiAliasGrayImages false
  /CropGrayImages true
  /GrayImageMinResolution 300
  /GrayImageMinResolutionPolicy /OK
  /DownsampleGrayImages true
  /GrayImageDownsampleType /Bicubic
  /GrayImageResolution 300
  /GrayImageDepth -1
  /GrayImageMinDownsampleDepth 2
  /GrayImageDownsampleThreshold 1.50000
  /EncodeGrayImages true
  /GrayImageFilter /DCTEncode
  /AutoFilterGrayImages true
  /GrayImageAutoFilterStrategy /JPEG
  /GrayACSImageDict <<
    /QFactor 0.15
    /HSamples [1 1 1 1] /VSamples [1 1 1 1]
  >>
  /GrayImageDict <<
    /QFactor 0.15
    /HSamples [1 1 1 1] /VSamples [1 1 1 1]
  >>
  /JPEG2000GrayACSImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 30
  >>
  /JPEG2000GrayImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 30
  >>
  /AntiAliasMonoImages false
  /CropMonoImages true
  /MonoImageMinResolution 1200
  /MonoImageMinResolutionPolicy /OK
  /DownsampleMonoImages true
  /MonoImageDownsampleType /Bicubic
  /MonoImageResolution 1200
  /MonoImageDepth -1
  /MonoImageDownsampleThreshold 1.50000
  /EncodeMonoImages true
  /MonoImageFilter /CCITTFaxEncode
  /MonoImageDict <<
    /K -1
  >>
  /AllowPSXObjects false
  /CheckCompliance [
    /None
  ]
  /PDFX1aCheck false
  /PDFX3Check false
  /PDFXCompliantPDFOnly false
  /PDFXNoTrimBoxError true
  /PDFXTrimBoxToMediaBoxOffset [
    0.00000
    0.00000
    0.00000
    0.00000
  ]
  /PDFXSetBleedBoxToMediaBox true
  /PDFXBleedBoxToTrimBoxOffset [
    0.00000
    0.00000
    0.00000
    0.00000
  ]
  /PDFXOutputIntentProfile ()
  /PDFXOutputConditionIdentifier ()
  /PDFXOutputCondition ()
  /PDFXRegistryName ()
  /PDFXTrapped /False

  /CreateJDFFile false
  /Description <<

    /BGR <>
    /CHS <FEFF4f7f75288fd94e9b8bbe5b9a521b5efa7684002000410064006f006200650020005000440046002065876863900275284e8e9ad88d2891cf76845370524d53705237300260a853ef4ee54f7f75280020004100630072006f0062006100740020548c002000410064006f00620065002000520065006100640065007200200035002e003000204ee553ca66f49ad87248672c676562535f00521b5efa768400200050004400460020658768633002>
    /CHT <FEFF4f7f752890194e9b8a2d7f6e5efa7acb7684002000410064006f006200650020005000440046002065874ef69069752865bc9ad854c18cea76845370524d5370523786557406300260a853ef4ee54f7f75280020004100630072006f0062006100740020548c002000410064006f00620065002000520065006100640065007200200035002e003000204ee553ca66f49ad87248672c4f86958b555f5df25efa7acb76840020005000440046002065874ef63002>
    /CZE <>
    /DAN <>
    /DEU <>
    /ESP <>
    /ETI <>
    /FRA <>
    /GRE <>

    /HRV (Za stvaranje Adobe PDF dokumenata najpogodnijih za visokokvalitetni ispis prije tiskanja koristite ove postavke.  Stvoreni PDF dokumenti mogu se otvoriti Acrobat i Adobe Reader 5.0 i kasnijim verzijama.)
    /HUN <>
    /ITA <>
    /JPN <FEFF9ad854c18cea306a30d730ea30d730ec30b951fa529b7528002000410064006f0062006500200050004400460020658766f8306e4f5c6210306b4f7f75283057307e305930023053306e8a2d5b9a30674f5c62103055308c305f0020005000440046002030d530a130a430eb306f3001004100630072006f0062006100740020304a30883073002000410064006f00620065002000520065006100640065007200200035002e003000204ee5964d3067958b304f30533068304c3067304d307e305930023053306e8a2d5b9a306b306f30d530a930f330c8306e57cb30818fbc307f304c5fc59808306730593002>
    /KOR <FEFFc7740020c124c815c7440020c0acc6a9d558c5ec0020ace0d488c9c80020c2dcd5d80020c778c1c4c5d00020ac00c7a50020c801d569d55c002000410064006f0062006500200050004400460020bb38c11cb97c0020c791c131d569b2c8b2e4002e0020c774b807ac8c0020c791c131b41c00200050004400460020bb38c11cb2940020004100630072006f0062006100740020bc0f002000410064006f00620065002000520065006100640065007200200035002e00300020c774c0c1c5d0c11c0020c5f40020c2180020c788c2b5b2c8b2e4002e>
    /LTH <>
    /LVI <>
    /NLD (Gebruik deze instellingen om Adobe PDF-documenten te maken die zijn geoptimaliseerd voor prepress-afdrukken van hoge kwaliteit. De gemaakte PDF-documenten kunnen worden geopend met Acrobat en Adobe Reader 5.0 en hoger.)
    /NOR <>
    /POL <>
    /PTB <>
    /RUM <>
    /RUS <>
    /SKY <>
    /SLV <>
    /SUO <>
    /SVE <>
    /TUR <>
    /UKR <>
    /ENU (Use these settings to create Adobe PDF documents best suited for high-quality prepress printing.  Created PDF documents can be opened with Acrobat and Adobe Reader 5.0 and later.)
  >>
  /Namespace [
    (Adobe)
    (Common)
    (1.0)
  ]
  /OtherNamespaces [
    <<
      /AsReaderSpreads false
      /CropImagesToFrames true
      /ErrorControl /WarnAndContinue
      /FlattenerIgnoreSpreadOverrides false
      /IncludeGuidesGrids false
      /IncludeNonPrinting false
      /IncludeSlug false
      /Namespace [
        (Adobe)
        (InDesign)
        (4.0)
      ]
      /OmitPlacedBitmaps false
      /OmitPlacedEPS false
      /OmitPlacedPDF false
      /SimulateOverprint /Legacy
    >>
    <<
      /AddBleedMarks false
      /AddColorBars false
      /AddCropMarks false
      /AddPageInfo false
      /AddRegMarks false
      /ConvertColors /ConvertToCMYK
      /DestinationProfileName ()
      /DestinationProfileSelector /DocumentCMYK
      /Downsample16BitImages true
      /FlattenerPreset <<
        /PresetSelector /MediumResolution
      >>
      /FormElements false
      /GenerateStructure false
      /IncludeBookmarks false
      /IncludeHyperlinks false
      /IncludeInteractive false
      /IncludeLayers false
      /IncludeProfiles false
      /MultimediaHandling /UseObjectSettings
      /Namespace [
        (Adobe)
        (CreativeSuite)
        (2.0)
      ]
      /PDFXOutputIntentProfileSelector /DocumentCMYK
      /PreserveEditing true
      /UntaggedCMYKHandling /LeaveUntagged
      /UntaggedRGBHandling /UseDocumentProfile
      /UseDocumentBleed false
    >>
  ]
>> setdistillerparams
<<
  /HWResolution [2400 2400]
  /PageSize [612.000 792.000]
>> setpagedevice


