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1. Interms of section 61 (5) of the Securities services Act, 2004 (Act No. 36of2004), it is hereby notified that the Bond
Exchange of South Africa has applied tothe Registrar of Securities Services forapproval ofproposed amendments ofits
rules, which amendments are setoutin the Schedule.

2. In terms of section 61 (5) of the said Act, all interested persons who have any objections to the proposed amendments are
hereby called upon to lodge their objections with the Registrar ofSecurities Services, POBox 35655, Menlo Park, 0102,
within a period of 14days from the date ofpublication of this notice.

3. Interms ofsection 61 (6) of the said Act, I,Rob Barrow, hereby determine 17December 2007 asthe date onwhich the rules
inthe schedule come into operation. Ifany objections are received, another commencement date may bedetermined by
notice in the Gazette,

RJG BARROW
REGISTRAR OF SECURITIES SERVICES

SCHEDULE

Proposed amendments to the Rules of the Bond Exchange of South Africa

General explanatory notes

1. Words underlined with a solid line (_) indicate the insertions inthe existing rules.
2. Words in bold and insquare brackets ([ ]) indicate omissions from the existing rules.

E14.1 Binary Options

The Rules in this section E14 will apply toBinary Options only. Except where the context dictates otherwise. the Rules in
parts C and Eof the Bond Exchange Rules will also apply to Binary Options authorised users to the extent applicable.
however. wherever there isa conflict. the Rules inthis Rule E14 will apply.

E14.1.1 Definitions:

Forthe purposes of this Rule. unless the context indicates otherwise-

"Binary option" or "option" means a European-style option contract which has a cash settlement amount that is
established at the creation ofthe option. A binary option pays out if the final settlement price of the contract's
underlying security/value eguals, .exceeds or is less than the strike price depending onwhether the option is a
call ora put option.

"Binary options authorised user" means an authorised user who is registered toactonly as an authorised user
forthe facilitation of the trading of binary options between clients ofbinary options authorised users.
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"Call binary option" or "call option" means an option contract which returns a cash settlement amount if the
underlying security/contract closes ator above thestrike price on expiry.

"Cash settlement amount" means the amount of cash that a holder ofacontract will receive or payouton the
exercise ofthe contract. For a long position this isdetermined bythe exercise settlement value minus the
premium. which result is multiplied bythe contract multiplier. For a short position this is the premium minus
exercise settlement value. which result is multiplied bythe contract multiplier.

"Contract" means a binary option contract approved bythe Bond Exchange and listed ontheofficial listof
approved binary option contracts. Each contract must contain sufficient terms including in itsdefinition at least
thestrike price and the expiry date. to identify it asunigue.

"Contract multiplier" means the multiple applied to theexercise settlement value todetermine the total cash
settlement amount per contract. The contract multiplier shall be alleast 1.

"Contract size" shall be R100 or some multiple thereof.

"European-style option contract" shall mean thatthe contract may only be exercised onthe expiry date of the
option and nosooner.

"exercise settlement value" means the value determined at the expiry date and time bvthe option's
moneyness. This will bezero foran out-the-money option and 100 for an in-tha-money option.

"Long position" means an options contract inwhich the client has bought the contract

"Margin" means the cash deposit provided byclients as collateral security tocover any losses that may result
from anytrading by the respective clients inbinary options.

"Moneyness" means whether or not an oplion is in- at-orout- of the money.

"Premium" means the amount paid for the option.

"Put binary option" or "put option" means an option contract which returns acash settlement amount if the
underlying security/contract closes below the strike price onexpiry.

"Short position" means an options contract inwhich the client has sold the contract.

"Square" means a netposition of zero on any contract where the client has noexposure toanysubseguent
market price changes in the contract. although theclient may currently have a profit or loss on the contract.

·Strike price" - means the specified pricelvalue of the underlying security/value onacontract at which the
contract maybeexercised.

"Trading portal" means the software and trading system made available bythe Bond Exchange toa binary
options authorised user from time to time through which trading inbinary options will take place.

·Value of underlying instrument" means the current price of the underlying instrument onwhich theoption is
based at the time ofexpiry of the option.

"Website" means a website that is reguired tobeestablished byeach binary options authorised user which will
host the trading portal and through which clients will have access toand trade in the binary options market.

E14.2 Eligibility to be registered as a binaryoptions authorised user

E14.2.1 Toregister asa binary options authorised user an applicant must beacorporate body and must comply with
thefollowing reguirements:
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E14.2.1.1

E14.2.1.2

E14.2.1.3

E14.2.1.4

E14.2.15

E1421.6

E14.2.1.7

E14.2.1.8

E14.2.19

the main feature of itsbusiness is to actasan intermediary tofacilitate transactions in listed
securities between clients:

it must becontrolled and managed bypersons with good reputation and high business
standing:

itsdirectors must allbeat least 21 years of age and of full/egal capacity:

itsdirectors are allof good character and high business integrity;

it must comply atalltimes with the financial resources reguirements stipulated by Directive

it must have the necessary administrative functions. systems, resources and expertise
stipulated byDirective'

itsofficers and traders comply with thereguirements forregistration under theRules:

it must become a member of the Derivatives' Traders Market Association ("DTA'); and

where an applicant is notincorporated in South Africa. it must comply with Rule C2.1.3,

E14.3 Application forstatus asa binary options authorised user

E14.3.1 An applicant must submit an application tothe Bond Exchange in themanner stipulated byDirective from time
totime.

E14.3.2 When making an application, each applicant must agree tobebound bythe Act, the Rules and the Directives,

E14.3.3 An applicant must submit wrllten proof ofapproval in terms ofRule E14.2, 18 bytheDTA.

E14.3.4 The Bond Exchange must publish the name and address ofeach applicant in a notice totheDTA members.

E14.3.5 A DTA member may object tosuch an application bywriting tothe Bond Exchange within 14days of
publication in terms ofRule E14.3.4 stating the reasons for the objection.

E14,3.6 The Bond Exchange may require-

E14.3.6.1

E14,3.6.2

an applicant to furnish further information and may, with the applicant's consent, institute an
investigation toverify the information submilted bythe applicant;

an applicant or itsrepresentatives to beinterviewed bythe governing committee, the chief
executive officer oranother person identified bythe Bond Exchange forthat purpose.

E14.3.7 The applicant must bear the reasonable costs incurred to verify the information in terms ofRule E14.3.6.

E14,3.8 The Bond Exchange must make itsdecision onan application onthelater of 21 days from thedate onwhich
allreguirements forregistration have been satisfied by the applicant or7 days after the date on which any
investigations contemplated in rule have been completed, taking into account any objections raised in terms of
Rule E14.3.5,

E14.3.9 The Bond Exchange must notify theapplicant in writing of itsdecision togrant or refuse the applicant, and
must publish itsdecision ina notice tomembers of therelevant market association.



6 No. 30533 GOVERNMENT GAZETTE, 30 NOVEMBER 2007

E14.3.10 Ifan application is refused bythe Bond Exchange-

E14.3.10.1

E14.3.10.2

it must furnish an applicant and theOTA with written reasons for the refusal; and

an applicant may appeal the decision in terms of the Act.

E14.3.11 A binary options authorised user must include onitswebsite itsbinary options client rules and the terms and
conditions of use satisfactory to and approved bythe Bond Exchange. The website must beset UPsuch to
ensure that all clients must have signified their acceptance of these terms and conditions of use before they
areable toaccess the binary options market through the website. A signed copy of this acceptance must be
delivered tothe binary options authorised user before it may enable aclient to trade on the website.

E14.4 Approval

E14.4.1 Granting of Approval

E14.4.1.1

E14.4.1.2

E14.4.1.3

E14.4.1.4

The Bond Exchange must maintain a register of binary options authorised users open for
inspection bythe public atits registered office.

The approval bythe Bond Exchange confers formal binary options authorised user
registration on the successful applicant.

Abinary options authorised user registration cannot be granted toa nominee oragent of the
applicant and must bereflected in the register in the name of the successful applicant.

Subject to Rule E14.2.1.8 the Bond Exchange shall have the sole discretion whether ornol
toapprove an application.

E14.4.2 Transfer of Binary Options authorised userapproval

A binary options authorised user cannot transfer orassign the righls. title orinteresl inorto that binary oplions authorised
user registration to another body without the prior written approval ofIheBond Exchange.

E14.5 ClientRelationships

E14.5.1 Before accepting any Irading instructions from a client. the binary oplions aulhorised user musl ensure Ihe
following:

E14.5.1.1

E14.5.1.2

E14.5.1.3

E14.5.1.4

that it has sufficient information to identify the client property and maintain an accurate record
of the identification ofall of itsclients;

that it will maintain anuptodate register of all itsclients'

that every client has signified itsacceptance of the website's terms and conditions ofuse; and

that it will only accept instructions 10 effect trades inthe binary options market from clients
which have agreed to the terms referred to in E14.5.1.3 and whose name appears onits
client register.
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E14.5.3.1

E14.5.3.2

E14.53.3

Indealing with client funds the binary options authorised user must atail times comply with
therules on the segregation ofclient funds ascontained in Rule Cg.

For the purposes of the binary options market the Bond Exchange will open anauthorised
user trust account. The binary options authorised user must ensure thatailmargins required
to bepaid bythe client in terms ofeach binary options contract are directly and immediately
setaside forexclusive use forthatparticular trade and will notbeavailable forother trades
until the margin inrespect of that trade is nolonqer required.

Ail clients will have individual sub accounts opened on their behalf in the Bond Exchange
clients' trust account. The Bond Exchange may atany time request information in reqard to
the client sub account from the binary options authorised user.

E14.6 Obligationsl Restrictions

E14.6.1 The binary options authorised user must use the software as prescribed bytheBond Exchange from time to
time. including the use of the trading portal made available bythe Bond Exchange tothe binary options
authorised user.

E14.6.2 The binary options authorised user may notactasprincipal and may actonly asagent foritsclients.

E14.6.3 Each binary options authorised user must setupand maintain a website pre-approved bythe Bond Exchange
through which each clienl will have access toand trade in binary options. The website must include asa
minimum thefoilowing:

E14.6.3.1

E14.6.3.2

E14.6.3.3

E14.6.3.4

E14.63.5

E14.6.3.6

fuil details and specifications (including prices and expiry dates) ofail the listed binary options
available tobetraded;

a description ofhow trading is tobeconducted:

the fact that the binary options authorised user must offer the customer access to the binary
options market through itswebsite:

the fuil terms and conditions of trading including an explanation of how binary options operate
and a method bywhich the clients' acceptance of these terms and conditions can be
signified:

the methods ofmargining and a stipulation that ailmargin will bedeposited into trust accounts
held bythe Bond Exchange;

the methods bywhich options are paid outormargin may bewithdrawn in theevent that it is
nolonger required forany trading according to the Directives.

E14.6.4 Abinary options authorised user undertakes toensure that-

E14.6.4.1 Itwill execute aclient's instruction without alteration whatsoever;
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Clients are able todeposit the required margins directly into the binary options authorised
user trust account held at the Bond Exchange;

Accurate and complete records of these transactions and accounts are maintained:

Itwill report allclient transactions to the Bond Exchange in accordance with the Directives.

E14.6.5 The only Binary options contracts that may be traded will bethose approved bythe Bond Exchanqe and
included inthelistofapproved binary options contracts. The Bond Exchanqe may add new option contracts to
the approved listormay remove existinq option contracts from the listat itsdiscretion from time to time.

E14.6.6 Ifa binary options authorised user wishes toocerate asanauthorised user in addition tobeinq a binary
options authorised user. it must establish a separate legal entity for this purpose, which must-

E14.6.6.1

E14.6.6.2

E14.6.6.3

E14.6.6.4

bea member of the appropriate market association:

be registered with the Bond Exchange asanauthorised user:

beseparately capitalised: and

have separate traders reqistered with the Bond Exchange.

E14.6.7 A Binary Options authorised user must-

E14.6.7.1

E14.6.7.2

E14.6.7.3

E14.6.7.4

E14.6.7.5

E14.6.7.6

E14.6.77

E14.6.7.8

satisfy the binary options authorised user registration requirements stipulated byDirective'

comply with all initial and other capital reguired to beheld bya binary options authorised user
asstipulated bythe Rules and Directives:

comply with the reporting requirements stipulated bythe Rules and Directives fortrades
facilitated bythatbinary options authorised user:

comply with the settlement requirements stipulated bythe Rules and Directives fortrades
facilitated bythat binary options authorised user:

ensure that for alilrades being facilitated bythatbinary options authorised user, the trade
infomnation isdisplayed in the manner stipulated byDirective:

report any suspicion ofmarket abuse to theBond Exchange. Failure todosowill render the
binary options authorised user liable to a penalty stipulated byDirective:

hold fidelitv cover forfraud and misappropriation bya director. officer, trader orother person
involved in the management oradministration of trading. that thebinarv options authorised
user, deems appropriate forthe level of business undertaken byit:

submit to theBond Exchange, within three months after the end of the binary options
authorised user's financial year. and atany other time when requested todosobythe Bond
Exchange -

E14.6.7.8.1 two copies of the binary options authorised user's audited annual financial
statements:

E14.6.7.8.2 two copies of an audited certificate certifying -
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E14.6.7.9

E14.6.7.10

E14.6.7.11

(a) that the binary options authorised user has complied with the financial
reguirements of the Actand the Rules; and

(b) that the binary options authorised user's board ofdirectors has instituted
procedures that the board deems appropriate to review the binary
options authorised user's level of fidelitv insurance cover held in
accordance with rule E14.6.5.6.

notify 'the Bond Exchange immediately ofany change inauditor:

allow the Bond Exchange. onreasonable notice, toconduct an on-site review or investigation
into the binary options authorised user's activities. which are SUbject toregulation in terms of
the Act. theRules and the Directives, at the reguest of the Bond Exchange; and

comply with the Act. the Rules, the Directives and any decisions of the Bond Exchange.

E14.6.8 Abinary options authorised user may notoperate oroffer itsservices unless it has appointed a compliance
and representative officer which have both been registered with the Bond Exchange, provided that the Bond
Exchange may grant a dispensation toa binary options authorised user in respect of this Rule fora period of a
maximum oftwo months orfora longer period with the approval of the Registrar.

E14.6.9 A binary options authorised user must register a compliance officer and a representative officer with the Bond
Exchange inthe manner stipulated byDirective.

E14.7 Registration andfunctionsof officersof a binarvoptions authorised user

E14.7.1 A binary options authorised user must register a compliance officer and a representative officer with the Bond
Exchange in the manner stipulated bydirective.

E14.7.2 The compliance officer and representative officer must each -:

E14.7.2.1

E14.7.2.2

E14.7.2.3

E14.7.2.4

bean employee of the binary options authorised user;

beat least 21 years ofage and of full legal capacity;

beofgood character and high business integritV' and

comply with the minimum reguirements with regard to training and experience and the
passing of any examinations asstipulated bydirective.

E14.7.3 The compliance officer-

E14.7.3.1

E14.7.3.2

E14.7.3.3

may simultaneously hold office as the representative officer of the binary options authorised
user:

must monitor compliance bythe binary options authorised user concerned with the Act. the
Rules. the Directives and any decision ordetermination ofthe Bond Exchange:

must monitor compliance bythe binary options authorised user with the financial resources
reguirements stipulated bydirective and ensure that the required return issubmitted tothe
Bond Exchange as stipulated bydirective:
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E14.7.3.4

E14.7.3.5

E14.7.3.6

E14.7.3.7
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will be the Bond Exchange's main contact at the binary options authorised user and must
receive allnotices from the Bond Exchange and must ensure thatthe binary options
authorised user complies with the reguirements of these notices;

must report totheBond Exchange any apparent breaches by the binary options authorised
user, itsofficers and employees of theAct. the Rules, the Directives and any decision or
determination of the Bond Exchange;

must take steps torectify abreach or toeliminate an error regarding any trades facilitated by
the binary options authorised user if reguested todosobytheBond Exchange: and

must submit to the Bond Exchange a compliance report as stipulated bydirective.

E14.7.4 The representative officer -

E14.7.4.1

E14.7.4.2

may simultaneously hold office astheoompliance officer of thebinary options authorised
user; and

must represent the binary options authorised user inall other matters forwhich the
compliance officer isnotresponsible.

E14.7.5 A binary options authorised user must register with the Bond Exchange an alternate compliance officer and
alternate representative officer in the manner stipulated bydirective.

E14.7.6 The Bond Exchange can accept or refuse an application toregister an officer and if requested bythe
applicant, must furnish thereasons for itsdecision.

E14.7.7 Ifa binary options authorised user isnotsatisfied with the Bond Exchange's decision regarding an application
forregistration of itsofficers. it may appeal the decision asoontemplated in the Act.

E14.7.8 The Bond Exchange must maintain a register ofregistered officers open for inspection by the public atits
registered office.

E14.7.9 The binary options authorised user must notify the Bond Exchange in writing as soon as reasonably
practicable of any change intheparticulars of an officer in the manner stipulated bydirective.

E14.7.10 The appointment of any officer does not relieve the binary options authorised user from the duties and
responsibilities it has under the Act, the Rules. the Directives and any decision or determination of the Bond
Exchange.

E14.7.11 Abinary options authorised user must notify the Bond Exchange in writing if any of itsofficers have been found
gUilty of any improper conduct byany exchange. byany current orprevious employer. bya professional
association. including therelevant market association, or byacourt or if it has been censured byasupervisory
or regulatory authority.

E14.8 Registration ofTraders

E14.8.1 Abinary options authorised user·

E14.8.1.1 must register all traders with the Bond Exchange inthemanner stipulated bydirective and
must. atall times, have at least one trader soregistered;
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E14.8.1.2 cannot offer binarv options services without at least one trader being registered with the Bond
Exchange.

E14.8.2 The Bond Exchange may accept or refuse an application toregister a trader and must furnish reasons for its
decision if reguested todosobytheapplicant.

E14.8.3 Ifa binary options authorised user isnotsatisfied with the Bond Exchange's decision regarding an application
forregistration of itstraders, it may appeal ascontemplated in the Act.

E14.8.4 The Bond Exchange must maintain a register of registered traders open for inspection bythe public at its
registered office.

E14.8.5 Abinary options authorised user must notify the Bond Exchange in writing ofany change in the particulars of a
registered trader in the manner stipulated bydirective

E14.8.6 Abinary options authorised user must notify the Bond Exchange in writing assoon asreasonably practicable if
any of its traders have been found guiltv of any improper conduct byan exchange. byacurrent orprevious
employer. bya professional association. including the relevant market associalion orbyacourt or if any of its
traders have been censured bya supervisory orregulatory authority.

E14.9 Termination

E14.9.1 A binary options authorised user's registration terminates when·

E14.9.1.1

E14.9.1.2

E14.9.1.3

E14.9.1.4

E14.9.1.5

terminated voluntarily bythe binary options authorised user in terms 01 rule E14.9.2.1;

the binary options authorised user is placed under curatorship;

there is an order placing the binary options authorised user into provisional or finalliguidation;

the binary options authorised user isexpelled from theBond Exchange or the DTA; or

judgement forthepayment ofdebts has been granted against the binary options authorised
user bya court and the binary options authorised user has failed to take reasonable steps
within 30days of jUdgement tosatisfy the judgement orhave it setaside.

E14.9.2 A binary options authorised user may terminate itsregistration voluntarily in accordance with this Rule.

E14.9.2.1

E14.9.2.2

E14.9.2.3

A binary options authorised user must give one calendar month's written notice to the Bond
Exchange of itsintention to terminate itsbinary options authorised user registration.

The Bond Exchange must immediately notify members of the DTA of the binary oplions
authorised user's intention toterminate itsregistration voluntarily.

After having notified the members of the DTA in Rule E14.9.2.2 and before the intended date
of termination the Bond Exchange must consider the notice of termination and may -

E14.9.2.3.1 accept the resignation unconditionally oron the conditions it deems fit: or

E14.9.2.3.2 refuse to accept the resignation until it is satisfied that the binary options
authorised user has complied with itsoutstanding obligations under the Rules.
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Abinary options authorised user cannot withdraw the notification in terms of rule E14.9.2.1 to
terminate binary options authorised user registration without the Bond Exchange's written
consent.

E14.9.3 The Bond Exchange must publish-

E14.10 Trading

E14.9.3.1

E14.9.3.2

the name of any binary options authorised user whose registration has terminated' and

the date from which the termination has taken effect to members of the DTA.

E14.10.1 The Bond Exchange will maintain a listof all approved binary options contracts. Binary options authorised
users may only trade inthese approved contracts which appear on this list.

E14.10.2 Trading inbinary options may betransacted only through the trading portal at any time as stipulated by
Directive from time to time. All trades must bereported to the Bond Exchange inaccordance with the
Directives.

E14.10.3 All the trading data ofeach client will beavailable to that client onthewebsite.

E14.10.4 No proprietary trading orposition taking bybinary options authorised users ispermitted. Only trading forand
on behalf of clients ispermitted.

E14.10.5 A binary options authorised user-

E14.10.5.1

E14.10.5.2

E14.10.5.3

E14.10.5.4

May only execute binary options trades on the trading portal approved by the Bond Exchange
and licensed bythe Bond Exchange to the binary options authorised user;

Must enter into such necessary agreements to use the system;

Must ensure the integrity ofall trade data'

Must maintain data security procedures satisfactory to the Bond Exchange.

E14.10.6 Binary options will beautomatically exercised/cash settled on expiry.

E14.1 O.7 Binary options can betraded upto the expiry date and time specified asthe expiry date and time for each
contract. Positions on any contract will benetted. Forthe purposes of margining if the position on any contract
issguare the net loss or gain will be margined and will be held ina trust account until the contract has expired.
A client is not permitted tohave access to funds in relation toanycontract until such contract has expired.

E14.10.8 If the exercise seltlement value cannot bedetermined at the time of expiry due toclosure ofthe exchange on
which the underlying instrument is traded orany other unforeseen even!, then all positions. margins, contracts
and fees will berolled over, unwound and returned toeach customer of the binary options authorised user in a
manner determined bythe Bond Exchange. orasotherwise directed bythe Bond Exchange from time totime
in itssole discretion. The Bond Exchange will not beliable forany loss whatsoever incurred byany binary
options authorised user orclient in the event that the exercise seltlement value cannot be determined.
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E14.11,1 Margining takes place immediately upon a bid or offer being made in relation to a binary options contract.

E14,11.2 The margin requirements are determined from time totime byDirective,

E14.12 Data

E14, 12,1 All data. as specified byDirective from time to time. relating to trades facilitated bya binary options authorised
user, may only be distributed inaccordance with the requirements assetoutin the Directives from time to
time,

E14.12,2 A binary options authorised user may notshow any prices or trade related information toparties who are not
included in the register of clients.

E14.12,3 Binary options authorised users must ensure that they report trades facilitated bythem correctly and timeously
to ensure the inteqritv of the data now from the Bond Exchange,

E14,12.4 The Bond EXchange may request details ofany bid oroffer that was submitted and the details of the related
trade from the binary options authorised user.

E14.13 Fees

E14,13.1 The binary options fees will bedetermined bytheBond Exchange from time to time in the Directives,

E14,13.2 The Bond Exchange must notiN binary options authorised users in writing ofanyproposed change in fees and
levies they must pay tothe Bond Exchange, at least 14 days before the revised fees or levies are imposed,

E14.13,3 The Bond Exchange must notiN a binary options authorised user that has failed to pay any fees or levies
within 30days of such fees or levies becoming payable.

E14,13.4 If the binary options authorised user does notpay the arrears within seven days from receipt of the notice, or
any extended period granted in writing bythe Bond Exchange, the Bond Exchange may. despite the provisions
ofPART C- Section 12, suspend thebinary options authorised user unlilthebinary options authorised user
has paid all monies owed tothe Bond Exchange.

E14.13,5 The arrears may include interest calculated from the due date to the date ofactual payment ata rate
determined by the Bond Exchange.




