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Introduction

Events in recent years including the Lehman Brothers and MF Global insolvencies have placed client
asset protection regimes in the spotlight. This has happened as a result of investors trying to better
understand the potential implications of placing their assets with particular intermediaries and in certain
jurisdictions, and as regulators seek to address risks to client assets and how to transfer or return client
assets in default, resolution or insolvency scenarios. These concerns have led some regulators to
consider how they might enhance their supervision of intermediaries holding client assets through
clarification of the intermediary’s and the regulator’s roles in protecting client assets.

While client asset protection regimes may vary across jurisdictions, many jurisdictions have rules and
regulations governing client assets. It is first and foremost the intermediary’s responsibility to ensure
compliance with these rules, including through the development of risk management systems and
internal controls to help ensure financial integrity and monitor compliance. Where the intermediary
places client assets with third parties, the intermediary should reconcile its accounts and records with
those of the third party. While the intermediary must comply with the client asset protection regimes,
the regulator has a role in supervising the intermediary’s compliance with the applicable domestic rules
and maintaining a regime that promotes effective safeguarding of client assets.

Two possible scenarios may contribute to regulatory challenges: where a client has, knowingly or
unknowingly, waived or modified the degree of protection applicable to client assets or otherwise opted
out of the application of the client asset protection regime (where permitted by law); and where an
intermediary has placed or deposited assets in a foreign jurisdiction.*

To address the former issue, and to provide greater clarity regarding the status of client assets,
documentary requirements should apply. The intermediary should be required to obtain the client’s
explicit, recorded consent to any waiver or modification to the protection of the client asset regime or to
any opting out of the client asset protection regime. Where such a waiver, modification or opt-out is
permitted by law, regulatory regimes may also consider requiring a separate document that addresses
only the provision of the consent while highlighting the risks to the client of giving such consent. The
consent should be affirmative and explicit and should not be deemed or implied. It is important that
clients are aware of the possible effects of a waiver or modification of the degree of protection
applicable to client assets or opt-out of the application of the client asset protection regime, especially in
the context of a default, resolution or insolvency scenario. In addition, the record evidencing the client’s
consent could help clarify the status of client assets at a particular point in time and, if necessary,
facilitate return of any client assets in a default, resolution or insolvency scenario.

Where an intermediary has placed or deposited assets in a foreign jurisdiction, the regulator may face
further challenges in supervising the intermediary’s compliance with the applicable domestic rules.
Additional challenges may arise if an intermediary holds client assets in a chain of custody through
multiple jurisdictions or places assets with an affiliate in the same group or with a third party regulated,
in either case, if at all, outside the intermediary’s home jurisdiction. Where the domestic regulatory

! With respect to an intermediary whose home jurisdiction is an EU member state, references in this report to placing

or depositing client assets in a foreign jurisdiction should be read as meaning placing or depositing client assets in a
jurisdiction outside of the EU.



regime prescribes requirements for client assets placed in foreign jurisdictions, the regulator should
consider how to accomplish its supervisory responsibilities.

The Principles below are intended to apply to the particular intermediary performing the relevant
services with associated responsibilities. While some intermediaries may perform a full range of
services for a client, in other cases, the scope of services provided to a client by a particular intermediary
may be limited. In these cases, the responsibilities set forth in the Principles will apply (or not) to
different intermediaries based on the specific services each provides to their client and the
responsibilities owed to that client in relation to those specific services. It is important to ensure that an
intermediary considers and, where applicable, observes each of the Principles in respect of each client.

Moreover, the Principles below are intended to apply to the relationship between an intermediary and its
immediate clients. By contrast, the intermediary would not necessarily owe particular duties to the
clients of the intermediary’s clients.?

Additionally, the Principles below are intended to apply to modifications in ownership status that are
initiated by or within the knowledge of the intermediary. For example, where an intermediary, by its
own actions, modifies the ownership status of any of its immediate clients’ assets, the duties listed in the
Principles (and, in particular, the responsibilities of Principles 1 and 6) would apply to that relationship.
By contrast, where an intermediary’s client, without such intermediary’s knowledge, itself takes steps
that alter the status of any of the client assets deposited with an intermediary, an intermediary would not
be required to perform any of the associated responsibilities listed in the Principles in respect of such
action.

Rk S S e

Terms defined in the Glossary have the same meanings in these Principles.

An intermediary (the ultimate intermediary) may have as a client another intermediary (a client intermediary, for
example, an introducing broker), and the client intermediary may have clients of its own (ultimate clients). The
ultimate intermediary may be required to treat any assets deposited by the client intermediary as client assets.
Moreover, assets deposited by the client intermediary on behalf of ultimate clients (perhaps on an omnibus basis)
may attract protections that would not apply to the immediate client’s proprietary assets. The ultimate intermediary
would not (barring applicable domestic or other requirements) owe duties to individual ultimate clients.



Principles

Principle 1 — An intermediary should maintain accurate and up-to-date records and accounts of
client assets that readily establish the precise nature, amount, location and ownership status of
client assets and the clients for whom the client assets are held. The records should also be
maintained in such a way that they may be used as an audit trail.

Means of implementation

1.

An intermediary should establish systems and controls for maintaining accurate and up-to-date
records of clients’ asset holdings including information specifying the amount, location, and
ownership status® of client assets. The intermediary’s records should be maintained in a way
that appropriately distinguishes the client assets account of one client of the intermediary from
the client assets account of another client of the intermediary and from the assets of the
intermediary itself.

The intermediary’s records should be sufficient to permit an external party (such as a regulator,
an external auditor, or an insolvency practitioner) to verify the amount, location, ownership
status and identity of assets held.* Where client assets are held with a third party, records
should also include the location and the terms and conditions on which a third party holds the
client assets.

The intermediary’s systems and controls should provide for reconciliations on a regular basis,
consistent with the volume of activity in the accounts, between internal accounts and records in
relation to the client assets and those of any third party with whom such client assets are held. In
the context of reconciliations between an intermediary and a central securities depository, such
reconciliations should take place on a daily basis.

The records and accounts should enable an intermediary to, on a daily basis, specify each
client’s rights and the intermediary’s obligations to each client with respect to client assets.

In those jurisdictions where clients may waive, consent to the modification of, or otherwise opt
out of any aspect of client asset protection, the intermediary should maintain sufficient records
as specified in the means of implementation under Principle 6 to clearly demonstrate
compliance with Principle 6.

Accounts held with a third party for the benefit of clients should be titled in such a way to
clearly distinguish assets held for clients from assets held for the intermediary. Where separate
accounts at a third party are held for each client of the intermediary, the accounts should be
titled in such a way as to clearly distinguish assets held for one client from assets held for any
other client or for the intermediary itself.

Principle 2 — An intermediary should provide a statement to each client on a regular basis
detailing the client assets held for or on behalf of such client.

Means of implementation

4

An example of ownership status is the existence of liens or other encumbrances that may affect the return of client
assets or their value to clients.

This should be based on information reasonably available to the intermediary.



1.

2.

3.

The statement the intermediary provides should be a statement of account or other report to
clients showing their asset holdings and money balances as of a reasonably recent date.’

Where, to the extent permitted by law, the client has waived or modified any aspect of the client
asset protection regime, or otherwise opted out of the application of the client asset protection
regime, the statement should reflect that fact.

Where a client has requested a statement from an intermediary in relation to its assets, the
intermediary should respond reasonably promptly to the request.

Principle 3 — An intermediary should maintain appropriate arrangements to safeguard the clients’
rights in client assets and minimise the risk of loss and misuse.

Means of implementation

1.

An intermediary should understand the options, if any, for holding client assets and take into
account the levels of client asset protection (both pre- and post-default) in addition to any
associated risks.

An intermediary should also analyse how certain actions or decisions could materially change
the status of the client asset and/or complicate return of the client asset (e.g., if the exercise of a
right of re-use or enforcement of a pledge results in a different party succeeding to rights in the
client asset). An intermediary may build this understanding through in-house analysis as well as
through consultation with professional advisors (i.e., law firms or accountancy firms).

Where client assets are placed with a third party (whether in the same jurisdiction or in a foreign
jurisdiction and whether an unrelated or affiliated party), the intermediary should exercise all
due skill, care and diligence in the selection and appointment (where applicable), and periodic
review of the third party and of the arrangements for safeguarding the client assets, and should
consider:

(a) The legal requirements or market practices related to the holding of client assets that
could adversely affect clients’ rights during business as usual and in the event of
resolution or insolvency of the intermediary or the third party;

(b) The financial condition, expertise and market reputation of the third party;

(c) Protection or lack thereof attendant upon the regulatory status of the third party; and

(d) The need for diversification and mitigation of risks, where appropriate, by placing client
assets with more than one third party.

Where an intermediary places client assets with a third party, the intermediary should, to the
extent necessary to achieve compliance with applicable domestic requirements, understand the
material effects of the contractual provisions governing that arrangement on the clients’ rights
in respect of such client assets, including how those contractual provisions would operate in the
jurisdiction where such assets are held, including in the event of the resolution or insolvency of
the intermediary, the third party or both.

An intermediary should be aware of the effect of liens and other encumbrances on client assets
and take appropriate steps to ensure that any such lien or encumbrance is only granted to the

In some jurisdictions, this may be monthly and in others, quarterly or annually.

As noted above, these Principles apply to cases where an intermediary has responsibility for safeguarding client
assets as opposed to cases where an intermediary does not have responsibility for safeguarding client assets.



extent, if any, permitted by the regulatory regime, including with respect to any requirement for
client consent.” Each intermediary should consider the best interest of the clients® to the extent
it has a choice in agreeing to liens or encumbrances.

Principle 4 — Where an intermediary places or deposits client assets in a foreign jurisdiction, the
intermediary should understand and take into account the foreign regime to the extent necessary
to achieve compliance with applicable domestic requirements.

Means of implementation

To the extent the home regime imposes requirements on an intermediary that places or deposits
client assets in a foreign jurisdiction, the intermediary may face challenges in ensuring its
compliance with such domestic requirements. Accordingly, the intermediary should have
sufficient knowledge of the domestic as well as foreign regimes where it places client assets to
the extent necessary to ensure such compliance. This means that the intermediary has the
responsibility to understand the client asset protection regimes and arrangements in every
jurisdiction (including its home jurisdiction) in which client assets are kept, to the extent
necessary to ensure compliance with the domestic requirements.

Principle 5 — An intermediary should ensure that there is clarity and transparency in the
disclosure of the relevant client asset protection regime(s) and arrangements and the consequent
risks involved.

Means of implementation

1. Consistent with the requirements of its home jurisdiction, an intermediary should ensure its
agreements with clients contain adequate and appropriate information about the arrangements
for client asset protection and the ways in which the intermediary holds or deposits different
types of client assets and the attendant risks. These disclosures should (i) be appropriate in light
of the relationship between the client asset and the client’s rights in the asset and (ii) take
account of the fact that the ownership status of the client assets may affect the degree of
protection.

2. Where client assets are to be held or placed in a foreign jurisdiction and will be subject to the
client asset protection and/or insolvency regimes of that foreign (i.e., not home) jurisdiction, the
intermediary should inform the clients of that fact. The intermediary should, in advance, clearly
and in an understandable manner, disclose the risks associated with such client asset custody
arrangements and that there may be material differences between the home country and foreign
jurisdictions protections and the potential consequences of such differences so the client can
make an informed decision concerning its investment.

See Principle 6.

The phrase best interest of the clients should not be interpreted to suggest the application of a fiduciary standard
beyond the extent required by a relevant jurisdiction. In some common law jurisdictions, certain intermediaries may
be subject to the duty to act fairly, honestly and in good faith, while not being technically subject to a fiduciary
standard of care.



3.

Any required disclosure should be in writing and be prepared in clear, plain, concise and
understandable language. Legal or financial jargon not commonly understood should be
avoided.

Principle 6 — Where the regulatory regime permits clients to waive or to modify the degree of
protection applicable to client assets or otherwise to opt out of the application of the client asset
protection regime, such arrangements should be subject to the following safeguards:

() The arrangement should only take place with the client’s explicit, recorded consent.

(b) Before such consent is obtained, the intermediary should ensure that the client has been
provided with a clear and understandable disclosure of the implications and risks of giving
such consent.

(c) If such arrangements are limited to particular categories of clients, clear criteria delineating
those clients that fall within such categories should be defined.

Means of implementation

1.

If a waiver, modification or opt-out of client asset protection is permitted in a jurisdiction, the
regulatory regime of that jurisdiction should define criteria to delineate the qualifications of
clients who will be permitted to waive or modify the protection applicable to client assets or
otherwise to opt out of the client asset protection regime. Any such criteria should be clear.
Such jurisdictions should also consider prohibiting specific classes of clients from waiving or
modifying the protection applicable to client assets or from opting out of the client asset
protection regime where that class of client is judged unlikely to have the knowledge or ability
necessary to assess effectively the risks associated with the waiver, modification or opt-out.
Where appropriate, regulatory regimes may consider requiring different levels of disclosure by
an intermediary of the consequences of any waiver, modification or opt-out for different types
of clients that are commensurate with their respective sophistication and knowledge of financial
markets. Regulatory regimes may also consider requiring a separate consent document for
certain types of clients.

Any (a) waiver or modification of any aspect of the client asset protection regime or (b) any
opting out of the client asset protection regime should, in either event be clear and recorded in
writing or in a legally equivalent alternative means, and affirmatively executed by the client.’
The record evidencing the client’s consent should be retained by the intermediary and should
allow the intermediary to demonstrate clearly what the client agreed to. This record may help
clarify the status of client assets at a particular point in time and, if necessary, facilitate the
return of any client assets in a default, resolution or insolvency scenario.

To ensure informed consent from the client in relation to a waiver or modification of the
protection of client assets or to an opt out of the application of the client asset protection regime,
the intermediary should ensure, and should maintain records that confirm, that the client has
been provided with adequate and appropriate information and, where appropriate, relevant risk
disclosures about:

The term recorded does not prescribe a legal requirement of form. A record is any evidence permissible under
national law.



(a) The contractual and/or statutory limits, if any, on different types of client assets in respect
of which the waiver, modification or opt-out is agreed and a clear explanation of how the
limits are calculated;

(b) The consequences to the client of such waiver or modification of the protection of client
assets or of such opt-out of the application of the client asset protection regime, and the
effect on the client’s rights of any exercise of such waiver, modification or opt-out by the
intermediary in the ordinary course of business or in the event of a third party’s or
intermediary’s insolvency, and the nature and extent of risks associated with each waiver,
modification or opt out, and the client’s ability to access any investor compensation
scheme, where applicable. This should include material risks to the client of having any
client assets held in foreign jurisdictions; and

(c) The client’s right to call for redelivery of the assets, where applicable.

6. Where the intermediary has received a request for written confirmation or written
acknowledgment from its client regarding whether any waiver or modification of protection
applies to the client assets placed with the intermediary by its client, the intermediary should
respond promptly to such a request.

Principle 7 — Regulators should oversee intermediaries’ compliance with the applicable domestic
requirements to safeguard client assets.

Means of implementation

1. Regulators should have and use adequate tools to effectively monitor an intermediary’s
compliance with the domestic client asset protection regime. Such tools may include, among
other things, regulatory measures such as:

(a) Mandatory reports to the regulator from an intermediary, whether sent on a periodic basis
or upon the occurrence of specific events, as to the nature, amount, location, value and
ownership status of client assets held, the status of the intermediary’s compliance with
the applicable requirements and any separate client asset protections that apply where
client assets are invested;

(b) Mandatory periodic or occurrence-related reports to the regulator from self-regulatory
organizations (where applicable) as to the status of the intermediary’s compliance with
the applicable requirements;

(c) Mandatory reports sent to the regulator from independent external auditors, provided at
least annually, as to the adequacy of the intermediary’s controls in safeguarding client
assets;

(d) Ad-hoc inspection visits to assess the adequacy of the intermediary’s controls and risk
management in safeguarding client assets; and

(e) The establishment of whistle-blowing programs to provide an additional mechanism for
the monitoring of an intermediary’s compliance.

2. The regulator should consider using a risk-based, internal controls focused approach to
supervise its intermediaries’ compliance with the applicable domestic client asset protection
requirements. Such a risk-based analysis should focus on intermediaries that pose the greatest
regulatory concerns and should, where practicable, consider:

(a) The value of client assets held by the intermediary (as an indication of the impact the
insolvency of the intermediary would have on clients and the market);



(b) The location of the client assets (as an indication of the impact of concentration risk on
that particular intermediary or third party);
(c) The prudential/capital health and liquidity of the intermediary (as an indication of the
likelihood of the insolvency of the intermediary); and
(d) The intermediary’s risk profile including the status of its general governance, risk
management systems and internal control arrangements, regulatory history and
complexity of its business, markets in which it operates and customer profile (as an
indication of potential internal compliance risk posed by the intermediary).
3. The factors referred to in 2 above may also influence the depth of the analysis the regulator
conducts with respect to a particular intermediary.
4. Where a jurisdiction requires intermediaries to meet specific qualifications in order to be
considered eligible to place or deposit client assets in foreign jurisdictions, the regulatory
regime should define clear criteria to delineate those qualifications.

Principle 8 — Where an intermediary places or deposits client assets in a foreign jurisdiction, the
regulator should, to the extent necessary to perform its supervisory responsibilities concerning
applicable domestic requirements, consider information sources that may be available to it,
including information provided to it by the intermediaries it regulates and/or assistance from local
regulators in the foreign jurisdiction.

Means of implementation

1. To the extent necessary to perform their supervisory responsibilities concerning applicable
domestic requirements, regulators should use available information sources in performing those
responsibilities with respect to intermediaries placing or depositing client assets in foreign
jurisdictions.

2. Intermediaries

(a) Where the regulator has the power to require this, it may obtain from an intermediary
information on the operation of the client asset regime in the foreign jurisdiction (or,
where relevant, jurisdictions) where the intermediary places or deposits client assets, and
may require such intermediary to demonstrate that it has complied with any applicable
client communication requirements.

(b) Where a regulator has the power to request information regarding the nature, amount,
location, value and ownership status of client assets, it should request such information
from regulated intermediaries to the extent necessary to perform its supervisory
responsibilities.

3. Cooperation with other regulators

(a) Regulators should endeavour to respond to requests from foreign regulators regarding
their client asset protection regime and/or insolvency regime, as far as the request falls
within their remit. The local regulator may be in a better position to outline the standards
in its jurisdiction and to explain how the client asset protection regime works generally as
well as in default scenarios.

(b) Regulators should consider seeking assistance from the local regulator to obtain
information concerning how the foreign client asset protection regime operates. The
local regulator may have access to better information and records than the home regulator
and in some cases, may be able to verify the location of client assets (e.g., where
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permitted by applicable law or regulation, by cross-checking records or through on-site
inspections).

(c) Regulators should also consider whether there are adequate mechanisms in place to
promote information sharing between jurisdictions whether through pre-existing
workstreams (e.g., the IOSCO survey on client asset protection regimes) or in response to
ad hoc requests from individual regulators. In particular, regulators should consider
whether existing memoranda of understanding (MOUs) are sufficient to provide for
information sharing or whether further MOUs or side letters are required.

(d) Regulators should consider any confidentiality and/or data protection issues that may
prevent information sharing (especially in a cross-border context). Regulators should
consider whether existing MOUs (including side letters) cover, or new memoranda of
understanding should be agreed to address confidentiality or other concerns.

(e) To the extent consistent with any confidentiality and/or data protection rules, the
regulator should be able to share information with respect to a particular intermediary or
particular client asset as necessary. This could include, where permitted by applicable law
or regulation, verifying the existence of particular assets or the holdings of a particular
intermediary if necessary (e.g., through an on-site inspection or by cross-checking
records) and/or sharing information about the intermediary’s risk management processes,
internal controls, risk profile and record of compliance with client asset protection rules.

Glossary

client asset protection regime — the statutes, regulations, rules or other legally binding requirements of
a jurisdiction (including, where applicable, of a self-regulatory organisation) in relation to protection of
client assets and any associated rights.

client assets — assets (or an analogous term) in respect of which the intermediary has an obligation
(either contractual or regulatory) to safeguard for its securities or derivatives clients, including, to the
extent appropriate, client positions, client securities and money (including margin money) held by an
intermediary for or on behalf of a client.

client positions — contractual rights arising from transactions entered into by an intermediary on behalf
of its clients, including mark to market accruals arising from the change in value of futures and options
positions.

client securities — securities, bonds, notes, shares and other similar instruments held for or on behalf of
a client, including fully paid securities and margin securities.

fully paid securities — securities for which a client has fully paid, and which are free from further
pledges and encumbrances.

intermediary — a securities firm (including a derivatives firm) that is subject to supervision by a
regulatory authority.

margin securities — securities purchased in part with money a client has borrowed from the
intermediary.

regulators — regulatory authority responsible for the supervision of intermediaries’ compliance with the
applicable client asset protection regime including, where applicable, self-regulatory organisations
acting in a supervisory capacity.

third party — a party with whom client assets are placed by the intermediary (such as a bank, central
counterparty or other entity) including related or affiliated parties to the intermediary.



Appendix A - 2013 Client Asset Protection Questionnaire Summary

Australia

Brazil

Canada

France

Context Questions

How does your
jurisdiction define the
term '"client assets"?

Not specifically defined. Client Assets are comprised of both Client
Money and Client Property.

Client Money is money paid to an Investment Firm in connection
with a financial service that thas been provided, or that will or may
be provided, to a person (the client); or a financial product held by a
person (the client); and is paid by the client; or by a person acting on
behalf of the client; or to the Investment Firm in the Firm's capacity
as a person acting on behalf of the client. There are exclusions from
this definition.

Client Property is is property other than money (for example, share
certificates) that is given to an Investment Firm in connection with a
financial service that has been provided, or that will or may be
provided, to a person (the client); or a financial product held by a
person (the client); and theproperty is given by the client; or by a
person acting on behalf of the client or for the client; or for the
benefit of the client; or the Investment Firm is accountable for the

property.

Exclusions from client property include property that is given as
security for a standard margin lending facility.

- “Client Money”: sometimes treated as a general obligation of the
Investment Firm

-“Securities” and “Positions”- segregated from the pool of assets of
the Investment Firm at the custodian level.

Margins placed by Clients as collateral for derivatives positions are
also segregated, and can be transferred to other Investment Firms at
will or in case of insolvency. On the other hand, margins placed as
collateral in loans granted by the Investment Firm to purchase
Equities are not segregated from the pool of assets of the Investment
Firm.

-Client Assets categorized as “Securities” can be divided in two
major groups: (1) equities, corporate bonds/commercial papers,
shares of mutual funds and all derivatives, and (2) government bonds,
currency spot and time/demand deposits.

Assets include cash, securities and certain other property such as
segregated insurance funds. The definition of security also includes a
commodity futures contract and commodity futures options as
defined under the Ontario Futures Act.

"Client Assets" means "financial instruments" and "client money".

"Financial instruments" include financial securities and financial
contracts.

"Financial securities" include equity securities, debt securities and
units or shares in undertakings for collective investment.

"Financial contracts" are those included on a list issued by decree.
"Client money" includes "fund received from the public" and funds

received by investment firms for the purpose of financial
transactions.

Page 1 of 108




Appendix A - 2013 Client Asset Protection Questionnaire Summary

Australia Brazil Canada France
What is the nature of a Client Money Clients retain ownership rights over assets placed with an Investment | The client has full ownership interest for any unencumbered cash The client retains ownership rights over "financial instruments" held

client's ownership rights
with respect to its client
assets placed with an
investment firm?

-No reference to ownership rights in Act
-Act imposes fiduciary obligations on an Investment Firm in favor of
the client with respect to Client Money in certain circumstances.

Client Property
-No reference to ownership rights in Act

-Act imposes a fiduciary obligation on an Investment Firm to hold the
Client Property in trust for the benefit of the person who is entitled to
it.

Firm. The only exception is money: in case of a shortfall or
insolvency, the client holds only a claim against the Investment Firm
in relation to cash deposited, since it would be treated as a general
obligation of the Firm ranked pari passu with other unsecured
creditors.

maintained in its investment account with the member firm (cash in
the account due to short selling is excluded). It also has full
ownership interest over the securities which have been fully paid for.
These securities will be required to be put in segregation and be
shown as such on the client’s statement of account. Provincial
Securities Acts require those firms acting as custodians to hold these
securities in a separate location without lien or charge. This protects
customers by preventing the member firm from using these securities
for other purposes.

Fully paid for securities can also be held in safekeeping where the
member firm acts as the client’s custodian, similar to a bank safety
deposit box. A written agreement needs to be in place between the
member firm and the client and these securities will be shown as held
in safekeeping on the client’s monthly statement of account.

If the client has a margin account, a proper margin agreement needs
to be signed between the member firm and the client. This margin
agreement protects the firm for financing customer purchases. This
agreement gives the firm the legal right to place a lien on securities
not fully paid for and to use these unpaid securities as collateral to
finance the position. If the client fails to meet a margin call, the
member firm may liquidate the security in the account and apply the
proceeds to satisfy the client’s indebtedness. The client will gain
back full ownership over the securities when it is fully paid for.

by a custody account-keeper in a securities account.

The "financial instruments" must be strictly identified on an
individual account basis. The custody account-keeper is not
permitted to use the securities without the client's express consent.

The "financial instruments" are materialized in an entry on the client's
account. There is a presumption that the "financial instruments" are
owned by the client under whose name the account is maintained.

Page 2 of 108




Appendix A - 2013 Client Asset Protection Questionnaire Summary

Australia

Brazil

Canada

France

How does your
jurisdiction define the
term "client"?

Client

Person who has been, may be or will be provided with, a financial
service or who holds the financial product, in relation to:

(a) money paid to the Investment Firm in connection with such
financial service or financial product (but not necessarily paid by the
client);

(b) property is given to the Investment Firm in connection with such
financial service or financial product (but not necessarily by the
client).

-Retail clients and wholesale clients (in effect, wholesale clients are
sophisticated investors) are treated the same.

Australian Securities Exchange 24 Market Participants

-Client: any person, partnership or Corporation on behalf of whom
the market participant enters, acquires or disposes of a futures
contract or option contract; or on whose behalf the market participant
proposes to enter, acquire or dispose of a futures contract or options
contract; or from whom the market participants accepts instructions
to do so.

-For futures contracts traded on ASX- client is defined to mean a
person on behalf of whom the market participant deals, or from
whom the market participant accepts instructions to deal, in futures
contracts.

“Clients” are natural persons or legal entities that hold accounts at
Investment Firms. Brazil follows a Custodial Regime, therefore the
relationship between the Investment Firm and its clients with respect
to Client Assets is primarily a custody arrangement under civil law.

Any individual or entity that opens an account with the member firm
and for which services are rendered is considered a client.

Client is not defined in French legislation. It is understood in line
with the MiFID definition: client means any natural or legal person to
whom the investment firm provides investment and/or ancillary
services.

There is a distinction between professional and non-professional
customers.

Professional customers are customers who possess the experience,
knowledge and skills to make investment decisions and evaluate the
risks incurred. Professional customers may elect to be treated as non-
professional customers.

Non-professional customers are all other customers.
There is also a concept of a "qualified investors" - an individual or
entity possessing the expertise and resources required to apprehend

the risks inherent in transactions in financial instruments.

For FMIs, the following terms are used rather than client: participants
and indirect participants.

For CCPs, EMIR refers to clearing members and clients.

Pre-Insolvency Questions

Page 3 of 108



Appendix A - 2013 Client Asset Protection Questionnaire Summary

Australia

Brazil

Canada

France

Does the Regime require
the Client Assets of each
client to be placed in an
individual account?

No. An Investment Firm may hold Client Assets in an Omnibus
Account or in an individual account. Client money may be co-
mingled with other client monies.

Securities and Positions: Yes (at the custodian level.)

Cash: No. Even though cash balances for each client are updated on
an ongoing basis and are readily available for consultation, the
aggregate cash amount deposited by clients is held at the Investment
Firm's account.

(1) No, with respect to fully-paid or excess margin client Securities,
which may be (a) registered in client name and held in trust on a
client by client basis OR (b) registered in the name of the Investment
Firm and segregated on a bulk basis.

(i) No, with respect to Client Money constituting a "free credit
balance."

(i) In France, the market regulator (i.e., the Autorité des marchés
financiers) is responsible for the protection of client Securities,
whereas the prudential regulator, (i.e. , the Autorité de contrdle
prudentiel or ACP) is responsible for the protection of Client Money.

(ii) Client Money. No. Furthermore, only banks (not investment
firms) are allowed to hold client money. Investment firms must
either deposit client money in a bank or use such money to purchase
qualifying money market funds. Where client money has been
deposited, investment firms must reconcile their own accounts and
the register of the entity where the money is deposited. The
investment firm must also report to the ACP on a quarterly basis and
provide clients with this infomation.

(iii) Client Securities . Yes. In addition, investment firms must keep
accurate records and accounts as necessary to enable them to at any
time and without delay distinguish assets held for one client from
assets held for other clients and from their own financial instruments.
These records must be reconciled periodically. If a custody account-
keeper uses the services of an agent, it must ensure that the same
segregation is made on the agent's books.

How often does the
Regime require the
Investment Firm to
reconcile its books and
records with its
segregation requirement?

(i) Investment Firms that are Members of the Australian Securities
Exchange ("ASX"), Chi-X and ASX 24. Daily, by 7:00 PM of next
business day. Investment Firm must compare (i) the aggregate
balance that it holds in client accounts (whether trust or segregated)
with (ii) the corresponding balance shown in internal records.

(ii) Investment Firms that are not Members of ASX, Chi-X and ASX
24. There is no express requirement for reconcilation under the Act
Ithough an Investment Firm is required to have adequate risk
management systems. Effective accounting and reconciliation
processes are considered fundamental to this requirement.

There are no specific rules that apply to book reconciliation, but the
best practice is to reconcile cash positions by the end of the relevant
business day. Reconciliation is applicable only to cash deposited at
the Investment Firm, since "securities" and "positions" are held in
individual accounts at the custodian level.

(1) Twice weekly (on days that the Investment Firm determines), with
respect to the Securities that the Investment Firm must segregate on
behalf of clients.

(i1) Once weekly (on a day that the Investment Firm determines),
with respect to the "free credit balance" that the Investment Firm
must segregate on behalf of clients.

(iii) In the case of both (i) and (ii), daily review of internal
compliance with the applicable segregation requirement.

(iv) In the case of (i), monthly reconciliation of internal records with
external custodial records.

Regarding client funds and client securities, reconciliation is required
to be conducted regularly (e.g. on a daily basis).

Client funds may be reconciled on an aggregate basis.
For client securities, investment service providers must also conduct

periodic reconciliations between internal accounts and third party
records.
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Does the Regime permit
the Investment Firm to
temporarily hold less
Client Assets than the
amount specified in the
segregation requirement?

(1) Investment Firms that are Members of ASX, Chi-X or ASX 24 .
No, an Investment Firm must notify ASIC within two (2) business

days if daily client funds reconciliation reveals deficiency in Client
Assets that is available to meet Client Liabilities.

(i) Investment Firms that are not Members of ASX, Chi-X or ASX.
The Act regulates payments in and payments out of the client money
account. It does not regulate the determination of the segregation
requirement nor if the Investment Firm holds Client Assets that meet
a segregation requirement.

Segregation requirements are not necessary in the Brazilian
jurisdiction since Client Assets are held in individual accounts at the
custodian level, thus out of reach of the Investment Firm. The only
exception is cash, see above.

Yes, if the Investment Firm does not knowingly cause such a
deficiency.

If an Investment Firm discovers a deficiency in segregated Securities,
then it must compensate for such deficiency by the next business day.

If an Investment Firm discovers a deficiency in "free credit balance"
then it must "expeditiously take the most appropriate action to rectify
the deficiency."

No.

If a client has a debit
balance, does the Regime
permit the Investment
Firm to deduct such
balance in determining its
segregation requirement?
Would one client's net
debit balances reduce the
firm's obligations with
respect to the total
required funds on deposit
for net credit balances of
other clients?

An Investment Firm cannot offset credit and debit balances across
different clients in the calculation of the amount of Client Assets that
a firm is required to segregate.

Segregation requirements are not applicable in the brazilian
jurisdiction, see above.

In Canada, client credit balances are permitted to be used by the
Member in its operations up to a threshold. Client credit balances
exceeding the threshold are required to be segregated. If a client has
a debit balance it is required to provide collateral to secure the debit
balance. Ifthe client does not, the firm is required to take a charge
against capital for any shortfall.

No. The accounts receivable (debit balance) of a customer cannot be
deducted from the credits. One client's net debt balance does not
reduce the firm's obligations with respect to the required funds to be
held on deposit for net credit balances of other clients. Moreover,
regarding securities, a securities account is not permitted to have a
debit balance.
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Does the Regime permit
the Investment Firm to
treat different types of
Client Assets (i.e. , cash
and securities) as
fungible?

No. The Act does not deal with this issue specifically. However, in
practice Client Assets are fungible within Client Money and Client
Property classes respectively.

Client Assets are not fungible between or within asset classes.

described below, different types of Client Assets are considered
fungible when constituting the client bankruptcy pool.

No, with respect to the segregation requirement. However, as further

Client assets are fungible, in particular fully dematerialised securities.

Does the Regime permit
the Investment Firm to
maintain its own assets in
the Client Account as a
"buffer' against violating
segregation requirements?

No. An Investment Firm is not permitted to deposit proprietary funds
into a client money account by way of buffer or otherwise. An
Investment Firm has one month to withdraw fees and commissions
that have accumuated in the CSA to avoid violating the segregation
requirements.

No such rules exist regarding buffer assets. Segregation requirements
are not applicable in the brazilian jurisdiction, see above.

(1) No, with respect to Securities registered in client name and
segregated in individual accounts.

(i) No, with respect to Securities registered in the name of the
Investment Firm and segregated on a bulk basis. However, under
such a segregation Regime, an Investment Firm may move
proprietary Securities into a segregated account in satisfaction of a
segregation requirement.

(iif) No, with respect to "free credit balances."
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Does the Regime permit
the Investment Firm to
encumber, re-
hypothecate, or otherwise
use Client Assets?

Yes to the extent there is no prohibition against rehypothecation
under the Act however the encumbering or use of Client Assets is
subject to restriction generally. For Client Money (but not Client
Money that is used by the Investment Firm for margining), the Act
provides for protection from attachment, execution or similar process
in certain circumstances. There are also limitations on the permitted
withdrawal, use or investment of Client Money eg a Firm may
include authorisations and directions in its client agreement so that
the withdrawal amounts to making a payment to or in accordance
with the written direction of a person entitled to the money and
therefore is a permitted withdrawal under the Act. Further, in
relation to derivatives and dealings in derivatives, the Act also allows
the Firm to use both Client Money and Client Property for meeting
its obligations in connection with margining, guaranteeing, securing,
transferring, adjusting or settling dealings in derivatives. The
protection provisions for Client Property are less extensive.
Generally the Act requires that Client Property be only dealt with in
accordance with the safe custody, registration and security
arrangements under the Regulations, the terms and conditions agreed
with the client and any subsequent instructions of the client.

No.

(1) Yes, with respect to margin Securities, which the Investment Firm
is not required to hold in segregation.

(1) Yes, with respect to "free credit balances" that are up to the sum
of (a) eight times the net allowable assets of the Investment Firm and
(b) four times the early warning reserve of the Investment Firm,
provided that the Investment Firm discloses its right of use.

(iii) No, with respect to fully-paid or excess margin client Securities.

Yes.

(i) An Investment Firm must deposit client funds in a bank or may
invest client funds in "qualifying money market funds." It may not
use client funds in any other manner.

(i1) An Investment Firm may use financial instruments for securities
financing with client consent. Retail clients must give such consent
in writing.

If financial instruments are being held on an omnibus basis, then the

Investment Firm may use such Securities for securities financing only
if:

(a) all relevant clients have consented or

(b) the Investment Firm implements systems and controls to easily
differentiate between those clients that have consented and those that
have not.

(iii) the custody account-keeper may not make use of any financial
instrument / attached rights in custody nor transfer title without the
express consent of the holder.

How are the ownership
rights of a client over its
client assets changed or
affected when the
Investment Firm uses or
re-hypothecates such
assets with such client’s
consent?

Client Money: The Act does not address ownership rights. -If an
Investment Firm has the client's consent and authority to withdraw
Client Money from the client money account and use it or invest it
under the client agreement, and the exercise of those rights is not
prohibited under the Act, whilst the Investment Firm remains solvent
and holds the AFSL, a client's rights would be limited to those arising
out of the client agreement with the Investment Firm.

In the case of the Investment Firm's insolvency, the Act provides for
a priority of payments to those persons entitled to the money held in
the account.

Client Property: The Act does not contain a prohibition against re-
hypothecation but if the Investment Firm exercises its right to use
Client Property in this way, it may result in transfer of title to the
Client Property to the Investment Firm.

-Does not have laws or regulations concerning rights of use or re-
hypothecation of client assets.

-Rights of use and re-hypothecation are not feasible, since assets
posted as collateral by the client are kept in individual accounts, out
of reach of the Investment Firm for its own use as collateral on
proprietary positions or on positions entered into by other clients.

If the client securities are not fully paid for, there is no ownership
right over these unpaid securities. If the client has a margin account,
a proper margin agreement needs to be signed between the member
firm and the client. This margin agreement protects the firm for
financing customer purchases. This agreement gives the firm the
legal right to place a lien on securities not fully paid for and to use
these unpaid securities as collateral to finance the position. If the
client fails to meet a margin call, the member firm may liquidate the
security in the account and apply the proceeds to satisfy the client’s
indebtedness. The client will gain back full ownership over the
securities when it is fully paid for. The client’s consent over the use
by the Dealer member to do financing transaction with the unpaid
securities comes in the form of the client signing the margin account
agreement.

Where the client has agreed to grant a "right of use" to an investment
service provider in respect of pledged assets (or where ownership
has passed from the client to the investment service provider) and
where this right has been exercised by the investment services
provider, the client has lost his ownership right in the asset.

If the investment service provider failed, the client would be treated
as an ordinary creditor.

It should be noted that this is applicable where assets have been
pledged or where ownership has been transferred to the investment
service provider (i.g. not where assets have been temporarily ceded
as collateral).
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Australia Brazil Canada France
How is a client’s consent (i) Client Money - the consent is usually in writing by including See above The client’s consent over the use by the Dealer member to do Through express prior consent. In the case of a retail consent, this
to permit an Investment |appropriate terms in the client agreement. financing transaction with the unpaid securities comes in the form of |must be in writing.
Firm to use or re- (i1) Client Property — regulation 7.8.07(8) requires a written notice to the client signing the margin account agreement.
hypothecate Client Assets |be given to the client by the Investment Bank which identifies the
demonstrated? In other |property and states that the Firm proposes to deposit the Client
words, what evidence of a |Property as security for a loan or advance to the Firm. It is noted
client’s consent must an  [that section 984B requires that Client Property be dealt with subject
Investment Firm have in (to the terms and conditions on which the Client Property was given
order to use or re- to the Investment Firm and to any subsequent instructions given by
hypothecate Client the client.
Assets?
ASX24 market participants. Prior to the commencement of trading
for a Client, an Investment Firm must have in force, a duly signed
acreement with that client containine the minimum terms. An
How are the ownership With respect to the nature of a client's ownership rights and client's [See above The Dealer member cannot do financing transactions with unpaid Where the client has not consented to re-use by the investment firm,
rights of a client over its |beneficial interest, see above. securities without having in place a proper margin account agreement [the client retains his rights in the securities (and would retain a right
client assets changed or signed by the client. All client fully paid and excess margin of restitution in respect of the securities). However, should the firm
affected when the Rehypothecation of Client Assets is not regulated by the Act. securities are required to be segregated. The Dealer member is not |become insolvent, the client will lose his ownership rights and
Investment Firm uses or permitted to use them as they are the custodian of these assets become an unsecured creditor of the firm.
re-hypothecates such Client Money - It is possible a client would pursue an action against (Criminal Code of Canada 322(1)). If in violation of the above rule,
assets without such the Investment Firm for recovery of the amount due to it under or in the Dealer member used or re-hypothecated a client's asset they are
client’s consent? Where |connection with the terms of the client agreement and related still considered the assets of the client. If the Dealer member could
such use or re- transactions and services . The Act does provide for priority of not fulfill its custodial responsibilities because it is insolvent, the
hypothecation is a payments in those cases where the balance of the client money client can submit a claim against the compensation fund.
violation of the relevant [statutory trust account is insufficient to meet investor claims and the
statute, rule or regulation, |Investment Firm has become insolvent or has ceased to trade.
what is the impact on the
client's right to its client |[Client Property - Any hypothecation of the Client Property to the
assets (if any) and what  |Investment Firm would be addressed under the terms of the client
remedies (if any) are agreement or related document. Depending on the facts of the case, if]
available to the client? the Investment Firm had re-hypothecated Client Property without
What is the basis for that [consent and without such default, it is possible the client would
conclusion (i.e., pursue a claim against the Investment Firm for recovery of the Client
established by statute or |Property in specie, seek compensation for the loss of the Client Asset
regulation, established by |or seek to recover the Client Asset from third parties holding the
nxiax iundiocial daocician Cliant Accat yandar tha va hymathacation
Does the Regime permit [Yes. In addition, if an Investment Firm is a bank, it may choose to  [Yes. Yes, provided that the third party affiliate also qualifies as an Yes subject to the custody account-keeper ensuring that the assets of

the Investment Firm to
hold Client Assets with a
third-party affiliate?

hold Client Assets itself.

acceptable securities location.

its customers are segregated from its own assets on the books of any
CSD of which it is a member.

Where the third party is located outside the EEA, and where holding
of financial instruments is not regulated in that jurisdiction, certain

oanditinne mnict ho ot t0 nlaco thoe cliont accote winth that third naortyy
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Australia

Brazil

Canada

France

Are Investment Firms in
your jurisdiction
permitted, under the
Regime in your
jurisdiction, to hold Client
Assets (belonging to
foreign clients) deposited
by Investment Firms
regulated/supervised by
other jurisdictions
(“Foreign Investment
Firms”) in an Omnibus
Account (that includes
Client Assets from
domestic clients)? If so,
what protections are
applicable to the Foreign
Investment Firm's Client
Assets? What steps, if
any, must the Foreign
Investment Firm take to
secure such protections
for its Client Assets?
What steps may the
Foreign Investment Firm
take that will reduce such
protections (i.e. waiver of
rights)? What is the
impact if the Foreign
Investment Firm takes

cuoh ctonc?

This question has been interpreted as asking if an Investment Firm in
Australia can comingle its Client Money with that of a Foreign
Investment Firm in the same Omnibus Account. The Investment
Firm must pay Client Money into a client money statutory trust
account that complies with the requirements of the Act. The Act
places restrictions on what money may be deposited into an account,
otherwise known as the client money account. Client Money of a
Foreign Investment Firm is not permitted to be paid into and
therefore commingled in a client money account.

Subsequent to paying Client Money into the client money account,
provided the client has authorized and consented to it, Client Money
may be withdrawn and paid into another account. This account may
be an Omnibus Account that could also hold money from foreign
clients.

No statutory protections apply to Client Assets that have been
subsequently deposited into an Omnibus Account with the client's
consent and authority.

Regulation in the foreign jurisdiction may dictate what steps the
Foreign Investment Firm must take, if any.

ASX 24 market participants.
Client Money must be deposited into a client money account as

noted above. There is provision for an Investment Firm to pay client
money to another Investment Firm, but in such event, the client
money must be paid into a client money account.

There are no restrictions on an Investment Firm that is an Australian

ADT nr 30 naort nf o avraonn ssnth an Anctralion ADT Ham maintaining

There are no specific rules regarding this issue; the general rule is
that the final beneficial owner must be identifiable at all times.

Local omnibus accounts are an exception to the rule, as explained
before. Protections applicable to Foreign Investment Firms’ Client
Assets held at omnibus accounts are the same applicable to Local
Investment Firms’ Client Assets. There is a high degree of protection
since Client Assets (securities and positions) are always segregated,
at the custodian level, from the Investment Firm’s Assets and from
assets belonging to other Clients.

No further steps must be taken by the foreign Investment Firm to
secure such protections.

Currently there are no laws or CVM instructions concerning
reduction in protections (waiver of rights).

Yes, Foreign Investment Firms are allowed to open an omnibus
account with an IIROC Dealer member. However, there is no
Canadian Investor Protection Fund protection afforded to investment
firms, and its customers, dealing with an [IROC Dealer member on
an omnibus basis.

Regarding financial instruments, omnibus accounts are not allowed in
France. The principle is that all accounts are individually titled
(except at CSD level and at other intermediary levels that do not
confer ownership rights). If a non-French bank/investment firm
holding client securities asks a French bank/investment firm to hold
them on its behalf, the French entity will open a dedicated account
for the securities of the clients of the foreign entity (the account will
not contain the securities of anyone else). On request, the French
entity will open a dedicated account for each of the clients of the non
French entity. This will enhance the level of protection but will be
more costly.

Regarding client money, see also the answers to Question 3 above.

Does the Regime permit
clients to waive or
otherwise reduce or vary
any of the Client Asset
protection requirements?

There is no specific mechanism for clients to opt out of or waive the
Client Asset protection provisions under the Act or ASIC market
integrity rules. However, certain practices can have the effect that t
the Investment Firm is holding may not be subject to the client
money protection provisions.

No.

No, except in the following exceptional circumstance:

A client waiver may be obtained on a transaction by transaction basis
by a Dealer Member allowing it to hold customer securities at a
foreign securities location when the governing laws of the country
restrict the movement of security investments out of that country, and
it is not possible to arrange a prescribed written custodial
arrangement for such securities. The customer must acknowledge
the risks associated with holding such securities at the specified
foreign custodian on behalf of the Dealer Member firm in that
country, and provide a written waiver holding the Member harmless
in the event of loss of such securities by the foreign custodian.

No. However, because an Investment Firm is permitted, with client
consent, to use Client Assets, such Client Assets may become
unavailable to the client upon the Investment Firm experiencing
insolvency. In addition, when securities are held abroad for the
account of a professional investor, the client and the custodian may
agree that responsibilities are shared.
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Under the Regime, what
actions may the Regulator
take to protect the Clients
Assets of an Investment
Firm in distress?

The regulator may apply to the court for a restraining order against
the Investment Firm with respect to Client Assets if (i) the regulator
reasonably believes that there is a deficiency in Client Assets or (ii)
the Investment Firm has unreasonably refused to apply (or unduly
delayed in applying) Client Asset protections.

The regulator may also apply to the court for interim freezing orders.

The regulator may adopt administrative measures, including
restriction of activities, where an Investment Firm experiences a
financial situation that may compromise creditors. If the Investment
Firm is a member of an exchange or clearinghouse, such entity may
act as assistants to the regulator.

The Investment Industry Regulatory Organization of Canada
(ITIROC), a self-regulatory organization, has established early
warning thresholds. If an Investment Firm triggers such thresholds, it
will become subject to restrictions on its activities and more frequent
reporting obligations. If an Investment Firm becomes capital
deficient, then it must either correct the situation within two (2)
business days or face the suspension of its IROC Membership. In
general, such suspension would lead to the initiation of insolvency
proceedings against the Investment Firm.

Client money held by an investment firm, as well as client financial
instruments held by a bank or investment firm do not form part of the
assets of the entity. They are not subject to the insolvency procedure
or actions to be undertaken by ACP with respect to the financial
situation of the investment firm.

Page 10 of 108




Appendix A - 2013 Client Asset Protection Questionnaire Summary

Australia

Brazil

Canada

France

Are Investment Firms in
your jurisdiction required
to report to regulators or
Self-Regulatory
Organizations concerning
Client Assets?
Specifically, does the
Investment Firm report
where client assets are
held? Does the Investment
Firm or depository report
the protections applicable
to such client assets? Does
the Investment Firm or
depository report the
amount of assets that are
held? In each case, are
such reports provided on
request or periodically?
If periodically, with what
frequency?

In relation to reporting breaches of the Client Asset Protection
Provisions, the Act requires the Investment Firm that has breached or
is likely to breach its AFSL obligations (including the obligation to
ensure the Firm has available adequate resources to provide the
financial services covered by the licence) to notify ASIC as soon as
practicable and in any event within ten business days after it becomes
aware of the breach or likely breach where that breach or likely
breach is significant.

ASX 24 market participants: ASX 24 market participants who hold
client money are required to report the nature of Client Assets held
against the Client Liabilities on a monthly and annual basis. The
client funds reconciliation is submitted on a monthly basis, one
month after the calendar month to which the reconciliation relates.

Reporting on Client Assets by Investment Firms is required only in
cases of administrative investigation (by the Market Authority or by
the SROs) or by court order. Nevertheless both the exchange
(BM&FBovespa) and trade repositories (OTC organized markets
like CETIP or BM&FBovespa) report all derivative open interest
positions on a daily basis to the Market Authority (CVM).

There is no report required to be filed concerning where client assets
are held. However, under Rule 200 for minimum books and records,
the Dealer member is required to maintain at all times a securities
record reflecting for each security all long and short positions carried
for the Dealer Member’s account or for the account of customers,
showing the location of all securities long and the offsetting position
to all securities short and in all cases the name or designation of the
account in which each position is carried.

As per Rule 29.1, each Dealer member shall include on the front of
each confirmation and account statement sent to a customer the CIPF
official symbol, and shall also include in legible print on each
confirmation and account statement sent to as customer the CIPF
official explanatory statement which reads: “Customers’ accounts are
protected by the Canadian Investor Protection Fund within specified
limits. A brochure describing the nature and limits of coverage is
available upon request”.

Client net equity is reported on Schedule 10 of Form 1 on a monthly
basis. Client net equity is defined as the total value of cash,
securities and other acceptable property owed to the client by the
Dealer member less the value of cash, securities, and other
acceptable property owned by the Client to the Dealer member.
However, there is no reporting for the amount of securities held at
custodians.

Securities records would be provided on request during regular field
examinations. As for the filing of the audited Form 1 in which client
net equity is indicated, this is produced annually.

Credit institutions must report to the ACP regarding the global
amount of cliend funds held. They must also report to the Deposit
Guarantee Scheme in respect of eligible deposits.

Investment firms must ensure its statutory auditor reports to ACP
annually outining the adequacy of measures taken to comply with
client money requirements and quarterly regarding quantitative
information relating to the amount of client money to be segregated.

Custody account-keepers must report to the AMF at least annually
on the adequacy of measures taken to comply with provisions on
safeguarding client financial instruments.

Custody account-keepers must also give additional disclosure to
ACP, on a quarterly basis, including information on the amounts of
client money to be segregated and amounts of financial instruments
eligible for the Investor Compensation Scheme.
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What steps do regulators
or Self-Regulatory
Organizations take,
whether through
examinations, inspections,
audits, or otherwise, to
verify where Client Assets
are held, the amount of
Client Assets held at a
depository, and the
safeguards applicable to
Client Assets held at a
depository?

ASIC conducts proactive and reactive surveillance of Investment
Firms for their compliance with Australia's financial services laws. A
risk-based examination of an intermediary's client asset holdings
would include a compelling documentary evidence of its compliance
such as bank statements. External auditors must also review an
intermediary's client money controls and asset balances each year.

ASX 24 market participants.

- Must perform a daily reconciliation of client funds by 7pm the next
business day. The reconciliation requires the ASX 24 Market
Participant reconcile the liability owed to the client against the
money held in the clients’ segregated account.

-Required to notify ASIC, within 2 business days if the reconciliation
has not been performed, or if there is a deficit (total deposit is less
than third party Client Money) or the Market Participant is unable to
reconcile its clients' segregated account.

-Required to submit its monthly reconciliation of client funds to
ASIC by the last business day of the calendar month following the
calendar month to which the reconciliation relates. ASIC reviews the
client funds reconciliation to ensure it contains the required
disclosure and is completed in a timely manner.

-Must prepare and give to ASIC, an annual declaration for clients'
funds. This requires an independent audit of the client monies
procedures and controls.

ASIC performs ad hoc inspection of ASX 24, ASX and Chi-X
market participant's Client Funds Reconciliations against supporting
records to verify that client money is held in accounts designated as
clients' segregated account and to determine the nature of any
investment.

In all examinations, inspections and audits performed by either
CVM or Self-Regulatory Organizations, Investment Firms are
assessed for compliance with asset segregation rules.

-Regular field examinations performed by Financial & Operations
Compliance personnel

-Ensure that custodians meet the definition of acceptable securities
locations.

-Review custody agreements in place between the Dealer member
and the custodian to ensure minimum regulatory provisions.
-Select a sample to review monthly position reconciliations for
evidence of the Dealer member’s review and approval.

-Test to ensure adequate capital has been provided for unresolved
differences over 20 business days.

For client assets held at a depository, during regular field
examinations, tests are done on the securities record and custodians’
reconciliations are reviewed to verify the amount of client assets
held. Moreover, to verify the safeguards applicable to client assets,
during regular field examinations, new custodial agreement are
looked at to ensure the minimum regulatory provisions are included.
There are also tests conducted on the segregation of securities.

Both ACP and AMF undertake inspections regarding client assets.
Custody account-keepers and the French CSD (Euroclear France) are
subject to periodic inspections.
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Where an Investment
Firm based in a foreign
jurisdiction (a “Foreign
Investment Firm”)
deposits Client Assets (i.e.,
of the clients of the
Foreign Investment Firm)
in an Omnibus Account at
an Investment Firm or
depository in your
jurisdiction, what steps
may a foreign regulator
with jurisdiction over that
Foreign Investment Firm
take to verify the amount
and/or value of such
Client Assets, and the
protections actually
applicable to such Client
Assets, in light of the steps
taken by the Foreign
Investment Firm to secure
or to reduce such
lnrotections?

This will depend on the basis the foreign regulator claims jurisdiction
over the Foreign Investment Firm and the relevance of the Client
Assets to that issue. However, it may be possible for the foreign
regulator to seek ASIC’s assistance under the co-operative
arrangements between them to share information. Further, certain
information is public pursuant to the disclosure and reporting
obligations of public companies in Australia.

In these cases, general rules concerning the exchange of information
between jurisdictions for enforcement purposes would apply (e.g.
MMoU).

The foreign regulator could request from the Foreign Investment Firm
to consult the monthly statement of account received from the Dealer
member. This monthly statement will show the detailed securities of
all the clients comingled into one account opened under the Foreign
Investment Firm’s name.

There is no CIPF protection afforded to Foreign Investment Firms,
and its customers, dealing with an [IROC Dealer member on an
omnibus basis.

Requests are handled pursuant to the applicable Memorandum of
Understanding.

Post-Insolvency Questions
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Under the Regime, how
does an Investment Firm
enter the status of
"insolvent," "bankrupt,"
or the equivalent?

In general, either the Investment Firm or its creditors may file a
petition for liquidation (i.e. , court liquidation, creditors' voluntary
liquidation, and members' voluntary liquidation). Only the
Investment Firm may file a petition for reorganization (i.e. , voluntary
administration).

The Corporations Act 2001 apply to Investment Firms just like any
other company.

The regulator may place an Investment Firm into insolvency, either
on its own initiative or at the request of the directors of the
Investment Firm.

In general, [IROC will suspend the Investment Firm, and will notify
the Canadian Investor Protection Fund (CIPF) of the suspension.
CIPF will ask the court to appoint a trustee in accordance with Part
XII of the Canadian Bankruptcy and Insolvency Act.

Part XII of the Canadian Bankruptcy and Insolvency Act is specific
to Canadian Securities Firms.

Either the Investment Firm or the ACP may request the appointment
of a provisional administrator. The ACP's opinion is required for
initiation of a judicial reorganisation and liquidation procedure.

Under the Regime, what is
the process of appointing
an Administrative
Officer?

(i) Court Liquidation . In general, the court would appoint the
Administrative Officer from a list of qualified practitioners.

(ii) Members' Voluntary Liquidation . The directors of the
Investment Firm would choose the Administrative Officer, although
members may resolve to appoint an alternative.

(iii) Creditors' Voluntary Liquidation . The directors of the
Investment Firm would choose the Administrative Officer, although
creditors may resolve to appoint an alternative.

(iv) Voluntary Administration . The party seeking to place the
Investment Firm into administration would choose the Administrative
Officer.

In all cases the Administrative Officer would be a Registered
Liquidator with the regulator, subject to educational, personal, and
practice requirements.

The regulator selects the Administrative Officer, who usually is a
current or retired employee of the regulator, with relevant
experience.

In general, CIPF will ask the court to appoint a trustee from one of
the major accounting firms in Canada, which must be licensed, free
from conflicts with the relevant Investment Firm, and experienced
with administering Part XII of the Canadian Bankruptcy and
Insolvency Act and with the Canadian investment industry.

The ACP selects the Administrative Officer in a provisional
administration and appoints the liquidator in a judicial reorganisation
and liquidation procedure.
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What guidance is
available to such
Administrative Officer?

Statute (i.e. , the Corporations Act 2001); common law decisions;
Insolvency Practitioners Association of Australia Code of
Professional Practice; Australian Accounting Standards; and real
property legislation of the individual States.

There is no guidance specific to Investment Firms.

Statute (i.e. , Law n. 6.024)

Statute (i.e. , Part XII and Part V of the Canadian Bankruptcy and
Insolvency Act); The engagement agreement between CIPF and the
Trustee; CIPF Insolvency Procedures Manual; CIPF direction

The provisional administrator must comply with its judicial mission
(assistance, supervision and administration) and the legal and
contractual obligations as a manager at the head of the firm.

What is the standard of
liability for such
Administrative Officer?

Liability for negligence.

Negligence.

Liability for gross negligence or willful misconduct.

Strict liability for misconduct.
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How is the regulator
involved in the insolvency
of an Investment Firm,
including in the return of
Client Assets?

The regulator continues to supervise the Investment Firm, although it
generally does not involve itself in the liquidation of the Investment
Firm and the distribution of Client Assets. Nevertheless, as
mentioned above, the regulator may petition the court for a
restraining order or an interim freezing order with respect to Client
Assets, in each case, under specific circumstances.

The regulator supervises the Administrative Officer.

ITROC is not involved in the insolvency of the Investment Firm.
Rather, CIPF assumes responsibility for administering such
insolvency.

As mentioned above, the ACP may request the appointment of a
provisional administrator or authorize the commencement of
reorganization or liquidation proceedings against an Investment Firm
that has become insolvent.

In addition, the ACP may seek intervention from the Securities
Deposit Guarantee Fund, once it becomes clear during provisional
administration that the Investment Firm does not have sufficient
securities to meet all client claims.
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What are the
requirements, if any,
governing the segregation
and treatment of Client
Assets during the
insolvency of an
Investment Firm?

Client Money is to be paid as follows:

(a) the first payment is of money that has been paid into the account
in error;

(b) if money has been received on behalf of insured persons in
accordance with a contract of insurance, the second payment is
payment to each insured person entitled to receive money from the
client money account in respect of claims that have been made and
then in respect of other matters;

(c) the next payment is payment to each person who is entitled to be
paid money from the client money account;

(d) if the money in the client money account is not sufficient to be
paid in accordance with paragraph (a), (b) or (¢), the money must be
paid in proportion to the amount of each person’s entitlement; and
(e) if there is money remaining in the account after payments made in
accordance with the above, the remaining money is taken to be
money payable to the licensee.

There are no specific rules on that matter. General segregation rules
apply during the insolvency of an Investment Firm.

None officially but in practice, same as going concern.

Insolvency of a Custody account-keeper

The Monetary and Financial Code provides that the resolution
authority verifies that the securities held by the central depository on
the custody account-keeper's account are sufficient to satisfy the
custody account-keeper's obligations.

Where securities are insufficient, the resolution authority may
conduct a proportional distribution of the securities.

The remaining securities will be brought into resolution proceedings.

The account holders may ask for the transfer of securities to an
account held by another custody account-keeper.

Does the Regime facilitate
or encourage the transfer
of Client Assets from an
insolvent Investment Firm
to a solvent Investment
Firm?

The Regime does not provide an overarching arrangement for the
transfer of Client Assets. However, if the Investment Firm is an
ASX member or a member of the Australian Settlement and Transfer
Corporation ("ASTC"), then ASX, ACH or ASTC rules may permit
the transfer of Client Assets to another participating Investment Firm.
If the Firm is a bank, specific legislation allows for the transfer of
part or all of the bank's business to another bank either voluntarily or
compulsorily (making it possible to transfer the assets of an insolvent
bank to a solvent bank).

Yes, with client consent and authorization from the administrative
officer.

Yes, CIPF and the trustee will attempt to find another Investment
Firm that is willing to accept the transfer of Client Assets. To
facilitate transfer, CIPF will coordinate with the trustee (rather than
each client) to determine the amount of shortfall. CIPF will then
fund such shortfall, subject to coverage limitations. Such funding
generally permits the trustee to transfer Client Assets in full.

The Regime does not provide an overarching arrangement for the
transfer of Client Assets. Work is being conducted on this issue.

Under the Regime, are
clients at risk of having to
return Client Assets (or
the value thereof) that
were distributed prior to
the Investment Firm
becoming insolvent?

No, because the Investment Firm holds Client Assets in trust and
clients are not creditors. Creditors of the Investment Firm, in certain
circumstances might be liable to repay monies received by them prior
to the appointment of a liquidator.

Only if Client Assets are inappropriately distributed.

Only if distributions of Client Assets were complicated by conflicts
of interest or inside information.

Yes. The honouring of any prior claim to clients before the
beginning of an insolvency procedure is prohibited. In principle, this
distribution would be null and void. This would be the case in the
event of fraud.
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Does the Regime have a
scheme to compensate
clients for losses suffered
due to the insolvency of
the Investment Firm?

Yes. There are two compensation schemes available to cover losses
associated with an Investment Firm that is a member of ASX -- (i)
the National Guarantee Fund and (ii) the ASX Futures scheme. The
former scheme focuses on losses incurred due to the insolvency of
the Investment Firm, whereas the latter scheme is essentially a
fidelity fund for retail investors. Neither scheme places a legal limit
on maximum individual recovery, although the aggregate size of the
scheme sets a practical limit (further practical limits are applicable
with respect to individual claims for Securities).

However, the compensation scheme generally does not cover claims
relating to (i) exchange-traded options or (ii) OTC derivatives. It
also does not cover certain clients (e.g. , affiliates of the Investment
Firm) or financing transactions between clients and the Investment
Firm.

There is also a requirement for AFS licensees to hold professional

indemnityv incurance caovering client claime for hreachece of financial

Yes. There is a deposit guarantee scheme (FGC) that applies to
deposits in some financial institutions, namely banks, savings and
loans and financial institutions in the real estate segment. Maximum
coverage is set at R$70,000 per person, per financial
institution/conglomerate (aproximately USD 35,000)

Yes, up to CDN$1 million (approximately USD$991,000).

CIPF does not cover certain types of clients (e.g ., a general partner
or director of the insolvent Investment Firm). It also does not cover
financing transactions between the client and the Investment Firm.

Yes, limited to €70,000 (approximately US$93,000). The guarantee
applies to all of the same investor's assets with the same guarantee
scheme member institution, irrespective of the number of accounts
and location (in France or in the EEA).

Securities deposited by credit institutions, investment firms,
insurance undertakings, collective investment schemes, pension
organizations and funds are excluded from the guarantee.

Does the Regime treat
clients differently, in the
event of the insolvency of
an Investment Firm,
based on permissions that
such clients granted to the
Investment Firm prior to
such insolvency?

Yes. Please see above for specific practices that may cause Client
Assets to lose protection if the Investment Firm experiences
insolvency.

There is no difference in treatment since no such permissions are
feasible.

No, because segregation requirements do not vary based on client
permission pre-insolvency.

(1) Yes. For client funds held by a credit institution or where funds
are held as collateral subject to a right of reuse, the financial firm
may use the client funds. Where client funds are held by investment
firms, however, investment firms are not permitted to use client funds
(except for qualifying money market funds which may invest in
money market instruments).

(i1) No, with respect to client Securities (unless the client has agreed
to grant the investment firm a right of re-use).

If there is a shortfall (i.e. ,
client claims exceed Client
Assets), then how does the
Regime allocate such loss?

(i) Client Money. Pro rata distribution, with clients becoming
unsecured creditors with respect to the shortfall.

(ii) Client Securities . 1f the Administrative Officer could trace the
shortfall to a specific client, then that client would become an
unsecured creditor whereas the remaining clients would receive the
Securities that they are due.

If the Administrative Officer cannot perform the abovementioned
tracing, then clients would share pari passu each pool of Client
Assets of the same type as that they deposited.

In case of a shortfall, claims on Client Money deposited at the
Investment Firm rank pari passu with other unsecured creditors and
would be allocated pro rata . No shortfall is expected relative to
other assets, since they are segregated at the custodian level.

In other words, comprehensive asset recovery in relation to amount
claimed is the norm for securities held in a CSD. Cash deposited at
the Investment Firm (or placed as collateral in loans granted by the
Investment Firm to purchase Equities) are not segregated from the
pool of assets of the Investment Firm, and recovery will depend on
the recovery ratios applicable to all unsecured creditors

Pro rata. "The bankruptcy act creates a customer pool of assets that
is distributed to all customers. The pool includes all cash, securities
whether belonging to customers or the firm and whether segregated
or not segregated and various other assets. Customers share in that
pool based on their client net equity so there is no tracing of lost
property to specific clients."

Pro rata .
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Context Questions

How does your
jurisdiction define the
term '"client assets"?

(i) In Germany, there is no general legal definition of the term “client
assets” or an analogous term thereof.

(i1) To give an idea of the scope, however, the Safe Custody Act
("DepotG") applies to shares, interest and dividend coupons and
talons, debentures to bearer or transferable by endorsement, and
other transferable securities except banknotes and paper money,
section 1 (1) DepotG.

“Client assets” means client securities and collateral and client money.

In relation to an Investment Firm, "client securities" means any securities
(other than securities collateral) (i) received or held by or on behalf of the
Investment Firm; or (ii) received or held by or on behalf of any
corporation which is in a controlling entity relationship with the
Investment Firm, which are so received or held on behalf of a client of the
Investment Firm or in which a client of the Investment Firm has a legal or
equitable interest.

In relation to an Investment Firm, "client collateral" means any securities
or property (other than securities or money) deposited with, or otherwise
provided by or on behalf of a client of the Investment Firm to, the
Investment Firm; or any other intermediary or person, which are so
deposited or provided (i) as security for the provision by the Investment
Firm of financial accommodation, or (ii) to facilitate the provision by the
Investment Firm of financial accommodation under an arrangement that
confers on the Investment Firm a collateral interest in the securities or

property.

In relation to an Investment Firm, "client money" means any money (i)
received or held by or on behalf of the Investment Firm; or (ii) received or
held by or on behalf of any corporation which is in a controlling entity
relationship with the Investment Firm, which is so received or held on
behalf of a client of the Investment Firm or in which a client of the
Investment Firm has a legal or equitable interest, and includes any
accretions thereto whether as capital or income.

"Client assets" means funds, securities and positions held on behalf
of client by a investment firm.

"Client Assets" include both client financial instruments and client
funds (i.e. client money).

The term financial instruments is interpreted in accordance with
MiFID.
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What is the nature of a
client's ownership rights
with respect to its client
assets placed with an
investment firm?

(i) Clients retain full ownership rights over their client assets (other
than client money, in respect of which they retain a claim on their
client money).

(ii) In respect of settling a securities transaction in Germany where
the securities are eligible for collective safe custody with the German
central depository (Clearstream Banking AG), the Bank will be
required to provide the customer with co-ownership of these
collective securities deposits (section 6 (1) DepotG).

(iii) In case of insolvency of the depositary, the depositor is entitled
to claim segregation and the return of the securities and the securities
will not form part of the insolvency assets (section 47 German
Insolvency Code (Insolvenzverordnung - InsO) of the investment
firm.

(iv) Where securities are not eligible for collective safe custody, the
customer shall be provided with sole ownership of the securities. The
Bank is required to keep these securities for the physically
segregated from its own holdings and from those of third parties
(section 2 (1) DepotG). In case of insolvency of the depositary, the
depositor is also entitled to claim segregation.

(v) Investment funds which are managed by a management company
are asset pools without legal personality. Pursuant to section 30 para.
1 sentence 1 InvG, the investment fund may be held by the investors
in direct co-ownership (co-ownership solution) or through the
management company acting as owner (trust solution).

(vi) A creation of a sub-custody arrangement outside the German

suricdiotion by tha Garman Chictadion sc anly narmiccihla in caca tha

Sections 4 and 5 of the Securities and Futures (Client Money) Rules

("Client Money Rules") and the Securities and Futures (Client Securities)
Rules ("Client Securities Rules") respectively require the Investment Firm
to ensure that client assets which are received or held in Hong Kong are
deposited in safe custody in a segregated account which is designated as a

trust account or client account. These assets so segregated by the

Investment Firm do not form part of the assets of the Investment Firm and

remain subject to a trust in favour of the client.

The investment firms are required to settle the funds and securities of
the clients within 24 hours of the pay out received from the stock
exchanges. In case the shares/funds of the clients are held in the
books of investment firms based on their consent, the same is
required to be held in the fiduciary capacity on behalf of the client.

There are two scenarios: where client assets are held by an
investment firm and where client assets are held by an investment
firm that is a bank.

Investment Firm that is not a bank
Clients retain full ownership rights (i.e. not merely a claim) over
client assets (including client money).

Investment Firm that is a bank

In this scenario, clients retain full ownership rights over client assets
other than client money. For client money, the client retains a claim
since the bank would acquire ownership of the client money placed
with them.
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How does your
jurisdiction define the
term "client"?

(i) In Germany, there is no general legal definition of the term
“client” or an analogous term thereof. The statutes offer some
perspective on how the term might be used.

(i1) The German Securities Trading Act (Wertpapierhandelsgesetz —
WpHG) at section 31a WpHG defines “clients” as all natural or legal
persons, an investment firm is bringing its investment service to.

(iii) The Safe Custody Act (DepotG) applies to retail and institutional
investors, though neither term is defined.

(iv) Also the German Investment Act (InvG) does not distinguish
between retail or professional clients, there are no legal definitions.

Under the Securities and Futures Ordinance ("SFO"), “client”, in relation
to an intermediary (means a licensed corporation or a registered
institution), means a person for whom the intermediary (“first
intermediary”) provides a service the provision of which constitutes a
regulated activity. “Client” includes another intermediary that deposits
securities, money or any property as collateral with the first intermediary
and, in connection with a leveraged foreign exchange contract, does not
include a recognized counterparty.

"Licensed corporation" means a corporation which is granted a licence
under section 116 or 117 of the SFO. "Registered institution" means an
authorized financial institution which is registered under section 119 of
the SFO, e.g. a bank. While the authority over licensed corporations lies
with the Securities and Futures Commission ("SFC"), the oversight of
registered institutions is delegated to the Hong Kong Monetary Authority
("HKMA") in connection with supervision, complaints handling and
carrying out investigations and regulated under the SFO and the Banking
Ordinance. Registered institutions are subject to the provisions of the SFO
(including its subsidiary legislation) in the same way as licensed
corporations with respect to protection of client assets. However, to
avoid regulatory overlap, registered institutions are not subject to the
Client Money Rules as it is not appropriate for registered institutions to
segregate client money from the other deposits which they maintains in
the course of their banking business.

A client is one who is registered with the investment firm for the
purpose of dealing in the secuities. Further, there are no exclusions
as on date in the definition of terms.

Client means any natural or legal person to whom an investment firm
provides investment and/or ancillary services (this definition tracks
the client definition in MiFID).

There is also a distinction between "retail client”" and "professional
client".

Retail client is a client who is neither a professional nor a qualified
counterparty.

Professional client is a client that possess experience, knowledge and
expertise to make its own investment decisions and to assess
properly the risks. The characterisation can be presumed for some
entities, expressly indicated or assessed on request.

A qualified counterparty are customers to whom order exectuio
and/or own account trading and/or eceipt and transmission of orders
sevices are provided.

Pre-Insolvency Questions
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Does the Regime require
the Client Assets of each
client to be placed in an
individual account?

The regime in Germany generally requires that client assets be
maintained separately from the assets of an investment firm.

(i) Customers may waive this restriction.

(i) If a client chooses individual safekeeping, then its Investment
Firm must act as custodian for its client Securities. Such Investment
Firm must place such client Securities in an individual segregated
account.

(iii) Ifa client does not choose individual safekeeping, then an
Investment Firm may deposit client Securities in an omnibus
segregated account with a third-party depository. With client
consent, the Investment Firm may (a) commingle client Securities
with proprietary assets at the third-party depository or (b) permit the
third-party depository to commingle client Securities with its own
assets.

No. An Investment Firm may hold Client Assets in an omnibus account
or an individual account.

Yes.

(1) Yes, investment firms are required to hold Client Assets in
individual accounts seperately from their own assets and from the
assets of other clients.

(i) The regime is "true asset segretation" since financial instruments
held by banks and financial instruments and funds held by investment
firms other than banks are treated as separate and segregated assets
(i.e. creditors of the investment firm cannot take action in respect of
those assets).

(iii) Client money can only be held through duly authorized banks -
investment firms other than banks must open a third party omnibus
account with a bank / central bank within one day of receipt. This
third party account must be separate from the accounts where the
investment firm deposits its own assets.

(iv) Investment firms may sub-deposit financial instruments in an
omnibus account with a third party where a client consents to this
(for professional clients, oral agreement is sufficient).

(v) The Investment Firm must comply with special recordkeeping
requirements and have the ability to identify, at any point in time, the
Client Assets (including positions) of each client.

(vi) In addition, commingling of Client Assets is criminally
sanctioned.

How often does the
Regime require the
Investment Firm to
reconcile its books and
records with its
segregation requirement?

The depositary is reuqired to issue a securities account statement at
least once a year. These statements are normally sent to the cients in
the first month of the year.

As far as Investment firms are banks, the Safe Custody Act requires
these as custodians to reconcile their books and records with the
requisite requirements without delay; segregation requirements for
securities tradings firms are also to be met without delay, see section
34a (1) sentence 1 Securities Trading Act. A securities account
statement must be issued to each client at least once a year, usually
in January. The client must officially accept the securities account
statement.

Daily. An Investment Firm must make sure that Client Assets are
properly segregated from proprietary assets within one (1) day after
receipt. Therefore, an Investment Firm must complete the reconciliation
for the day of receipt (e.g., Day X) before the end of the next day (e.g.,
Day X+1).

An Investment Firm must calculate the amount of Client Assets owed to
each client, but may reconcile such amount to bank statements or
custodian statements on an aggregate basis.

Client accounts are required to be reconciled on a continuous basis at
the choice of the clients and at least once in a month or quarter, as
per the choice of the client.

An Investment Firm is required to perform reconciliation (a) for each
client and (b) in aggregate with respect to each asset class.

Reconciliation on a client by client basis is carried out regularly,
depending on the frequency and volume of executed transactions.

In respect of financial instruments, investment firms must check
within one day from the date of registration, that the balance of the
customer account at the central depository coincides with the balance
in their internal customer account records.

On a regular basis, an Investment Firm must also reconcile its
internal accounts of Client Assets with the records of any custodian
or sub-custodian records holding those Client Assets.
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Does the Regime permit
the Investment Firm to
temporarily hold less
Client Assets than the
amount specified in the
segregation requirement?

No, because the Investment Firm "is required to hold the specific
securities deposited by the clients," unless the client agrees to certain
exceptions. If the Investment Firm discovers a deficiency in client
Securities, such deficiency would be treated as a violation of the
segregation requirement. The affected client would have a claim
against the Investment Firm for damages.

No, if the Investment Firm identifies any deficiency in the amount of client
money or client securities that should be held in a segregated account, it
should compensate for the deficiency as soon as possible. Such
deficiency is considered a violation of the segregation requirement, and
the Investment Firm must notify the regulator within one business day.

No. Any deficiency in this regard is required to be compensated to
the investor.

No. The amount (and type) of assets must corespond exactly with
the amount of Client Assets deposited with the Investment Firm.

If an Investment Firm discovers a deficiency in Client Assets during
reconciliation, then it must inform the regulator and the Bank of Italy.
The affected client would have a claim against the Investment Firm
for damages.

If a client has a debit
balance, does the Regime
permit the Investment
Firm to deduct such
balance in determining its
segregation requirement?
Would one client's net
debit balances reduce the
firm's obligations with
respect to the total
required funds on deposit
for net credit balances of
other clients?

(i) In the scope of the DepotG there are no specific requirements
regarding this issue. Investment firms include in their general terms
and conditions a stipulation stating that the client grants the
investment firm a lien on valuables of any kind (e.g., shares in a
collective deposit) which, in the course of banking business, may
come into the possession or power of disposition of the investment
firm through acts of the client or of third parties for account of the
client.

(ii) One client's net debit balance does not reduce the investment
firm's obligations with respect to the total required funds on deposit
for net credit balances of other clients.

No. An Investment Firm can offset credit and debit balances for the same
client. It cannot offset credit and debit balances across different clients in
the calculation of the amount of Client Assets that a firm is required to
segregate.

Yes, but one client’s net debit balances do not reduce the firm’s
obligations with respect to the total required funds on deposit for net
credit balances of other clients.

No. An Investment Firm cannot offset credit and debit balances
across different clients. Also, investment firms are prohibited from
using the assets of one client to cover margins or transactions of
other clients.
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Does the Regime permit
the Investment Firm to
treat different types of
Client Assets (i.e. , cash
and securities) as
fungible?

No.
(i) Client Money is not fungible with client Securities.

(ii) In general, an Investment Firm "is required to hold the specific
securities deposited by the clients." However:

(a) The safekeeper can be authorized to take possession of securities
or assign the property to a third party, section 13 (1) DepotG.
Thereupon the safekeeper is only bound to return securities of the
same kind. The authorization must be given expressly and in writing
for the several depositing transaction. The authorization has to reflect
that by the exercise of the authorization the property assigns to the
safekeeper or a third party and that the depositor only has an in
personam claim of delivery a certain kind and amount of securities,
section 13 (1) sentence 2 DepotG. From the time the safekeeper
exercises his right of taking possession of securities or assigning the
property to a third party, the regulations of chapter 1. DepotG do no
longer apply, section 13 (2) DepotG.

(b) A client may consent to a "Deposit with the Right to Change,"
which means that the Investment Firm could return to clients
Securities of the same type, rather than the exact Securities
constituting the deposit.

(c) A client may also consent to passing full title to the Securities to
the Investment Firm or the third-party depository. Such Securities
would cease to be Client Assets, and would no longer be subject to
protection.

(A Purcniant tn the DNanat(S o cliant (donncitar) 10 aganarally; tha Avmor

No.

Yes, client assets are fungible between or within asset classes.

No. Cash is fungible. Financial instruments having the same ISIN
code are fungible among themselves. Paper-based financial
instruments are not fungible assets.

Does the Regime permit
the Investment Firm to
maintain its own assets in
the Client Account as a
"buffer' against violating
segregation requirements?

No. An Investment Firm is not permitted to commingle proprietary
assets with client Securities in individual segregated accounts or
omnibus segregated accounts.

No. An Investment Firm must withdraw non-Client Assets from
segregated client accounts.

No. The assets deposited by the client should be kept in a separate
account distinct from the investment firm's account and from the
account of any other clients.

No. Client Assets must be kept separate from own assets.
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Does the Regime permit
the Investment Firm to
encumber, re-
hypothecate, or otherwise
use Client Assets?

Yes.

(i) As mentioned above, a client may consent to passing full title to
Securities to the Investment Firm or the third-party depository. Such
Securities would cease to be Client Assets, and would no longer be
subject to protection.

(ii) A client may also consent to the Investment Firm pledging
Securities to another depository to secure a loan that such depository
extended (indirectly through the Investment Firm) to the client.

(iii) A client may consent to the Investment Firm pledging Securities
to support the liabilities of the Investment Firm to a regulated stock
exchange (or clearinghouse), if the client has liabilities to the
Investment Firm in the exact same amount.

(iv) Finally, the safekeeper can be authorized to take possession of
securities or assign the property to a third party, section 13 (1)
DepotG. Thereupon the safekeeper is only bound to return securities
of the same kind. Where the safekeeper exercises his right of taking
possession of securities or assigning the property to a third party, the
regulations of chapter 1. DepotG do no longer apply, section 13 (2)
DepotG.
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Yes, with client authority but subject to certain restrictions, for example,
an Investment Firm is forbidden to deal with Client Assets in accordance
with a client's authority if to do so would be unconscionable, or would
result in the Investment Firm or its affiliated company having the benefit
or use of such assets except in the prescribed manner. If the client money
is for meeting settlement or margin obligations to the Investment Firm that
would fall due within 2 business days or is for repaying an existing
indebtedness due to the firm (such as margin loan), the segregation
requirement does not apply to the client money so received or held.

No, in India, client assets cannot be used or re-hypothecated by an
investment firm.

No, unless the following conditions are met:

(1) For financial instruments, the client must give written consent.
For client money, the client must give specific consent.

(ii) Retail clients must give any such consents (for financial
instruments or money) in written form.

(iii) For financial instruments held in an omnibus account, the
investment firm cannot use the financial instruments unless one of the
following conditions is met:

(a) each client whose fiancial instrments are held together in the
omnibus account has given prior express consent (prior express
consent is not required from a professional client).

(b) the investment firm has systems and controls in place to ensure
only financial instruments belonging to clients who have given prior
express consent are so used. Special recordkeeping requirements
must be complied with.

How are the ownership
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