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Disclaimer:

The information contained in this document is a guide only. Participation in, and trading on any NZX Market or the clearing house is subject to
compliance with the relevant Rules, and this document is not a substitute for those Rules. NZX, or NZCC, as appropriate, will determine, in its sole
discretion, whether any Participant or potential Participant meets the requisite criteria to participate in any NZX Market or to clear via NZCC. This
publication is for information only and does not constitute an offer, solicitation or recommendation to acquire or dispose of any investment or to engage
in any other transaction. Those wishing either to trade in or clear or settle any products available at NZX or via NZCC or to offer and sell them to
others should consider both their legal and regulatory position, including the relevant Rules, and the risks associated with such products before doing
so. All information, descriptions, examples and calculations contained in this publication are for guidance purposes only, and should not be treated as
definitive.

No part of this publication may be redistributed or reproduced in any form or by any means or used to make any derivative work without written
permission from NZX. NZX (including its subsidiaries, directors, officers, employees and contractors) shall not be liable (except to the extent required
by law) for the use of the information contained herein however arising in any circumstances connected with actual trading or otherwise. NZX is not
responsible for any errors or omissions contained in this publication.

NZX Limited © 2010
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INTRODUCTION

This document has been developed to assist firms wishing to apply for designation as a
Participant under the Derivatives Market Rules (“Derivatives Rules”), and procedures made in
accordance with the Derivatives Rules (“Derivatives Procedures”).

The application process for Participant status consists of completing the appropriate application
forms and the provision of supporting information as detailed in the Derivatives Rules and
Derivatives Procedures.

Please note, this document seeks to provide guidance only, it is up to the applicant to determine
its obligations under the Derivatives Rules and Derivatives Procedures.

I' NZX builds and grow markets, with expertise applied across
the securities, energy and agri -business sectors including

the development of derivative products. NZX offers clients a
diverse set of market related services, supported by world
class infrastructure and rea | time information.
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TRADING PARTICIPANTS

TRADING AND ADVISING FIRM

What is a Trading and Advising Firm?
A Trading and Advising Firm is a Participant
that has been accredited and approved by
NZX for the purpose of providing advice to
clients and trading in the derivatives market
provided by NZX (the “NZX Derivatives
Market”).

Trading and Advising Firms have the ability
to:

I Advise Clients;

I Trade on behalf of clients or as principal
in the NZX Derivatives Market;

I Hold client assets;

I Enter into Trading Agreements with
Advising Participants; and

I If accredited to do so, offer Direct
Market Access (DMA) facilities to its
clients.

What type of accreditation is involved
in becoming a Trading and Advising
Firm?

A Trading and Advising Firm must:

I Meet the capital adequacy requirements
for a Trading and Advising Firm, being,
at a minimum, Net Tangible Assets of
$500,000;

I Enter into a Clearing and Settlement
Agreement with a Clearing Participant if
it is not itself a Clearing Participant;

I Appoint a Responsible Executive who is
responsible for ensuring that the Trading
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and Advising Firm complies with the
Derivatives Rules and Derivatives
Procedures;

I Appoint a Compliance Manager who is
responsible for ensuring compliance
with  the Derivatives Rules and
Derivatives Procedures, maintaining
appropriate registers, and overseeing
the effective control of the Trading and
Advising Firm’s business; and

I Ensure that any employees who are
providing advice to clients and entering
trades have the required accreditation
and training.

What are my obligations to NZX as a
Trading and Advising Firm?

A Trading and Advising Firm is required to
act in accordance with the Derivatives Rules
and Derivatives Procedures specific to this
category of Participant. This requires, for
example:

I Ensuring the accuracy and integrity of
orders placed into the market;

I Ensuring that only NZX accredited
Advisors provide advice to clients;

I Entering into Client Agreements with its
clients and obtaining the required “Know
Your Client” information;

' Notifying NZX of changes to its
business; and

I Observing proper ethical standards and
acting with honesty, integrity and
fairness.
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PRINCIPAL BOOK ONLY DEALERS

What is a Principal Book Only
Dealer?

A Principal Book Only Dealer is a
Participant that has been accredited and
approved by NZX for the purpose of trading
on its own account on the NZX Derivatives
Market. A Principal Book Only Dealer can
not advise or trade on behalf of clients.

What type of accreditation is involved
in becoming a Principal Book Only
Dealer?

A Principal Book Only Dealer must:

I Enter into a Clearing and Settlement
Agreement with a Clearing Participant if
it is not itself a Clearing Participant;

I Appoint a Responsible Executive who is
responsible for ensuring that the
Principal Book Only Dealer complies
with  the Derivatives Rules and
Derivatives Procedures; and

I Ensure that any employees who are
entering trades have the required
accreditation and training.
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What are my obligations to NZX as a
Principal Book Only Dealer?

A Principal Book Only Dealer is required to
act in accordance with the Derivatives Rules
and Derivatives Procedures specific to this
category of Participant. This requires, for
example:

' Ensuring the accuracy and integrity of
orders placed into the market;

' Notifying NZX of changes to its
business; and

I Observing proper ethical standards and
acting with honesty, integrity and
fairness.
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BANK ONLY PARTICIPANTS

What is a Bank Only Participant?

A Bank Only Participant is a Bank that has
been accredited and approved by NZX as a
Bank Only Participant for the purpose of
providing advice to clients and trading in the
NZX Derivatives Market.

Bank Only Participants have the ability to:

I Advise clients;

I Trade on behalf of a client or as
principal in the NZX Derivatives Market;

I Hold client assets; and

I If accredited to do so, offer Direct
Market Access (DMA) facilities to its
clients.

What type of accreditation is involved
in becoming a Bank Only Participant?
A Bank Only Participant must:

I Meet the capital adequacy requirement
for a Bank Only Participant, being, at a
minimum, Net Tangible Assets of
$500,000;

I Enter into a Clearing and Settlement
Agreement with a Clearing Participant if
it is not itself a Clearing Participant;

I Appoint a Responsible Executive who is
responsible for ensuring that the Bank
Only Participant complies with the
Derivatives Rules and Derivatives
Procedures;
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I Appoint a Compliance Manager who is
responsible for ensuring compliance
with  the Derivatives Rules and
Derivatives Procedures, maintaining
appropriate registers, and overseeing
the effective control of the Bank Only
Participant’s business; and

I Ensure that any employees who are
providing advice to clients and entering
trades have the required accreditation
and training.

What are my obligations to NZX as a
Bank Only Participant?

A Bank Only Participant is required to act in
accordance with the Derivatives Rules and
Derivatives Procedures specific to this
category of Participant. This requires, for
example:

' Ensuring the accuracy and integrity of
orders placed into the market;

I Ensuring that only NZX accredited
Advisors provide advice to clients;

I Entering into Client Agreements with its
clients and obtaining the required “Know
Your Client” information;

' Notifying NZX of changes to its
business; and

I Observing proper ethical standards and
acting with honesty, integrity and
fairness.
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TECHNOLOGY CONNECTING FACILITY (“TCF”)

What is a TCF?

A TCF is a Trading Participant that has
been accredited and approved as such by
NZX for the purpose of facilitating trades for
a TCF Client. A TCF Client is a Person who
is regulated by an alternative regulator or
has been exempted from such alternative
regulation by NZX.

A TCF provides TCF Clients with DMA
access to the NZX Derivatives Market. A
TCF may not provide advice to clients, trade
as principal or hold client funds.

What type of accreditation is involved
in becoming a TCF?
A TCF must:

I Meet the capital adequacy requirements
for a TCF, being, at a minimum, Net
Tangible Assets of $500,000;

I Enter into a Clearing and Settlement
Agreement with a Clearing Participant if
it is not itself a Clearing Participant;

I Appoint a Responsible Executive who is
responsible for ensuring that the TCF
complies with the Derivatives Rules and
Derivatives Procedures; and

I Appoint a Compliance Manager (who
may be the same person as the
Responsible Executive) who is
responsible for ensuring compliance
with Derivatives Rules and Derivatives
Procedures, maintaining appropriate
registers, and overseeing the effective
control of the TCF’s business.
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What are my obligations to NZX as a
TCF?

A TCF is required to act in accordance with
the Derivatives Rules and Derivatives
Procedures specific to this category of
Participant. This requires, for example:

I Ensuring a register is kept of all DMA
Authorised Persons and TCF Clients;

I Being responsible for all orders entered
into the Trading System through its DMA
Authorised Persons;

I Entering into Client Agreements with its
clients; and

I Observing proper ethical standards and
acting with honesty, integrity and
fairness.
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FEES

Trading
For Trading related fees please see the NZX Participant Fee Schedule available at:
www.nzx.com/services/participant_fees

Clearing
For Clearing related fees lease see the NZCC Participant Fees found at:
Www.nzx.com/services/participant_fees

For details in respect of Transaction Fees and Technology Fees, please visit:
www.nzclearingcorp.com/additional  -information

Market Data
For Market Data related please contact: data@nzx.com

Connectivity
Connectivity Fees may apply in some instances. These are outlines in the NZX Participant Fee
Schedule available at: www.nzx.com/services/participant_fees

NZX Fee Schedules are updated July each year.
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Application

If you are interested in learning more on application for designation as a Derivatives Market
Participant please refer to Section 3 of the Derivatives Market Rules. Application forms to apply
for designation as an NZX Trading and Advisory Participant are found in Appendix 6 of the
Derivatives Market Procedures.

Derivatives Market Rules and Procedures can be found at: www.nzx.com/market -
regulation/rules/derivatives -rules

Derivatives Participant Accreditation

This is not an exhaustive list and is designed to provide guidance to applicants. All applicants
should ensure that they have read the Derivatives Market Rules and all required documentation
is submitted with their application.

* Application Form

* Responsible Executive Application Form
e Director Statutory Declarations

* Compliance Officer Statutory Declaration

* Audited Accounts

e Current Financial Position (Rule 3.4.1(a))

e Compliance Plan (Rule 3.4.1(f))

e Technology

* Business Plan

* Evidence of FSP Registration (New Zealand Participants)
* Overseas Activities (Rule 3.15)

* Director Declarations (Rule 3.4.1(h))

* Certificates of Insurance (Rule 3.4.1(i))
* Management Structures (Rule 3.4.1(q))
e Training Plan (Rule 3.4.1(k))

e Business Continuity Plan (Rule 3.4.1(1))

* Details of Beneficial Owners (Rule 3.4.1(p)
* Certificate of Incorporation (Rule 3.4.1(r))
e Constitutional Documents

* Payment & accounting systems

e Corporate Structure

e Client Agreement (Rules 2.3.1(a)(i), 2.2.1(a)(iv))

* Trading Agreement (Advising Participants) (Rule 6.4.1)
e C & S Agreement (Non Clearing Participants)

¢ Operational Procedures

For further information or assistance please email compliance@nzx.com .

GUIDE TO BECOMING A TRADING PARTICIPANT BDFEBRUARY 2014 9of 9



