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CHAPTER ONE

REQUIREMENTS FOR THE Acceptance 
of CLEARING MEMBERs AND BROKERS
Part One

General Provisions

100.00.


The definitions contained in Point 100.00. of the Internal Regulations of the Mexican Derivates Exchange (MexDer, Mercado Mexicano de Derivados, S.A. de C.V.), shall be applicable to this Manual of Policies and Procedures, and shall be considered to have been included here to be applied in terms of the meaning therein assigned to them.  
Part Two

Requirements for the Acceptance of Clearing Members and Brokers 

101.00.


In accordance with Chapter Two and Three of Title Two of the Regulations, the present Chapter specifies the content of the documentation that parties must present in order to be authorized as Clearing Members or Brokers, barring any exceptions stipulated in the Regulations.

102.00.

Applications must contain the following information:

I. In the case of corporate entities that seek to act as Brokers or as Clearing Member trustors and/or trustees, applications shall include the following information:

1.  Name of the legal representative.

2.  Name of the proposed name of the candidate Clearing Member or Broker.

3.  The equity structure.

4.  The name of the partners and each one’s equity holdings.

5.  The composition of the Board of Directors and the Technical Committee.

6.  A list containing the leading officers’ names and positions.

7.  The MexDer Contracts that the applicant wishes to trade.

8.  Number of shares the applicant wishes to subscribe.

9.  If applicable, indicate whether the institution wishes to manage Global Accounts.

Furthermore, the application must be accompanied by the following documentation:

a. A testimony or certified copy of the public deed of incorporation that stipulate the faculties of the legal representative signing the application, with data on its inscription in the Public Registry of Trade pertaining to its corporate domicile.

b. A testimony or certified copy of the public deed of incorporation and any modifications thereto, with data on its inscription in the Public Registry of Trade pertaining to its corporate domicile.

c. A copy of the resolution, certified by the applicant’s Secretary of the Board of Directors or Technical Committee, by which said entity has agreed on its participation in the Exchange, and, when necessary, a letter signed by the officer with sufficient powers to bind the applicant.  Said agreement must specify willingness to abide by all the rules and other provisions issued by the Exchange. For Overseas Trading Members, the agreement must specify willingness to abide by all the rules and other provisions issued by the Authorities, the Exchange, and the Clearinghouse; and declare that it is under no legal impediment from being bound specifically by the rules and other provisions issued by the Authorities, the Exchange and the Clearinghouse, and in general, Mexican laws, in their activities as Trader.
d. Annual financial statements for the previous three years and which have been audited by an independent certified accountant. 

e. Yearly financial statements for the three years prior to the date the application form was submitted.
When necessary, the documents mentioned above may be turned in without evidence of their having been registered with the Public Registry of Commerce as long as the applicant promises in writing to provide the Exchange with such evidence within 90 days of turning in the application.

II. For individuals:

1.  Birth certificate.

2.  Tax identification code.

3.  Professional certificate or record of highest level of completed academic studies.

4.  A sworn statement affirming that the applicant has never been found guilt and definitively sentenced for crimes against property.

5.  Statement of assets and liabilities along with all the relevant documentation substantiating the statement.

6.  A declaration of willingness to abide by all applicable norms and other dispositions issued by the Exchange.

7.  The MexDer Contracts the applicant intends to trade.

8.  Number of shares the applicant intends to subscribe.

103.00.

In addition to the requirements specified in the preceding Article, applicants to become a Clearing Member or Broker must provide the Exchange the following documentation:

I. A General Functional Plan that shall contain the following elements:

1.
The manner in which the duties of the various departments engaged in negotiating Futures Contracts are to be coordinated.

2.
The names of the persons who belong to the Board of Directors or Technical Committee, as well as that body’s leading executives and employees.

3.
The definition and establishment of a program for reviewing objectives, goals, and trading and control procedures by the general management of the Clearing Member or Broker and the trust’s Technical Committee or, where applicable, the firm’s Board of Directors.

4.
Systems for monitoring whether personnel involved in trading Futures Contracts comply with and abide by the provisions of the Authorities, of the Exchange and of the Clearinghouse, as well as the internal policies of the Clearing Member or Broker.

5.
Technical and ethical training programs aimed at assuring that the responsible personnel and their alternates obtain the necessary certificates issued by the Exchange or by the Certifying Institution.

II.
The Manual of Policies, Trading Procedures, Risk Control and Liquidity, containing the following points:

1.
Maximum risk tolerance limits.

2.
The internal criteria used to achieve an adequate analysis, evaluation, selection and approval of limits on the Transactions of Clients. 

3. 
The policies necessary for the trustee institution, or where appropriate, the Board of Directors, to authorize those persons who are in some way involved in managing Client Accounts, and stipulating the extent of their responsibilities.

4.
The systems to be used for tracking market, credit or liquidity risk management, and any other form of risk management deemed relevant to the market for Futures  and Options Contracts; as well as monitoring risk tolerance levels at intervals no greater than six months and as market conditions require, and on the understanding that the general management of the Clearing Member or Broker and/or the Trust’s Technical Committee, or where appropriate, the Board of Directors, must perform these tasks in a systematic and timely manner.

5.
The procedures for resolving conflicts of interest that might arise in any area as well as for assigning personnel to take charge of resolving such conflicts of interest.

6.
A contingency procedure through which the chief officer and/or the Technical Committee, or where appropriate, the Board of Directors, may act when policies, procedures, internal controls, management information systems and risk tolerance levels are deemed deficient, or when there has been a violation of the laws, rules or bulletins issued by the Authorities or by the Exchange.

7.
A description of the systems for data processing, risk management, and account valuation and management, which allow for adequate backup and control, including information recovery.

8.
The valuation models to be used, validated by experts independent of those who have developed such models and of operating personnel.

9.
Mechanisms for guaranteeing that the risk management department systematically reviews each Client’s Position Limits.

10.
The procedures for verifying the signing of Client brokerage contracts, as well as all other documentation that may obligate the Clearing Member or Broker before the Client.

11. Audits aimed at reviewing, on at least a yearly basis, compliance with the operating policies and procedures and those used to exert internal controls, as well as proper documentation of the Transactions the Clearing Member or Broker performs.

III.
The Account Management System shall be capable of undertaking the following minimal activities:

1. Maintain a record of the Transaction Orders that are executed on behalf of Clients and of the cash or securities that they receive for the purpose of covering margin requirements on the contracts.

2.
Assign the transactions in the Client accounts and determine the open positions in each MexDer Account on an individual basis.

3.
Send information to the Risk Management and Valuation Systems of both the Clearing Member or Broker and the Exchange. 

4.
Determine trading losses and gains each day.

5.
Obtain the Clearing Member or Broker totals and the sub-totals of the Clients’ Transactions.

6.
Reconcile the internal information needs with the balances supplied to Clients when the Authorities so request, and record the Transactions in the books in accordance with the applicable accounting rules. 

7.
Receive from the Clearinghouse the information it processes and generates in order to account for each Account’s rights and obligations on the basis of the calculation made for each Account and which establishes the bases on which Contributions are to be calculated.

8.
Estimate the value of the Contributions to determine the balances.

9.
Receive information for processing the transfer of resources for purposes of settlement and/or maintenance of Margins. 

10.
Determine the amounts and dates of Account payments.

11.
Reconcile the balance of positions in bank accounts and/or in the Accounts of Clearing Members or Brokers.

12. Identify movements in cash and securities relating to the Margins of Clients. 

13. Receive information on Accounts and positions that allow the holders of those accounts and positions to identify situations that might affect their ability to meet their obligations.

14. Ensure that the transaction is conducted within the maximum parameters set by the Exchange and the Clearinghouse.

15. Receive information that makes it possible to develop a backup that serves as a complementary historical record of all previous transactions.

16. Assign codes that make it possible for auditors to trace information, in accordance with the terms of the Exchange’s Operating Manual.

IV. 
The risk management model applied by Clearing Members and Brokers may employ any of the following methodologies: SPAN, DynaRisk or TIMS. If a methodology other than those mentioned above is employed, the Exchange must be supplied with a detailed description of the methodology in question including all model specifications. The risk management system used should implement the methodology defined in the risk management model and must allow for the following actions:

1.
Provide the information needed for applying credit controls prior to the Transaction and have the ability to monitor risk once the Transaction has been made.

2.
Make calculations of Margins and Excess Margins as well as evaluating risk for Clients, whether on an individual or aggregate basis.

3.
Monitor position and credit limits by classifying and displaying the losses and gains of all Accounts. It is necessary to be able to add Accounts and obtain the sensitivity indicators individually, by position and/or a single Account, or on an aggregate basis.

4.
Measure the risk of position(s) through simulations of extreme scenarios.

5.
Evaluate risk in real time, as well as the risk limit prior to the Transaction.

6.
Have the infrastructure necessary for calculating risk measurements and determine the availability of credit needed to undertake or restrict the transmission of market orders.

7.
Supervise the status of each Account’s credit risk and market risk throughout the day.

8.
Set up and display automatic alarms for identifying any violation of credit limits and of the parameters for losses and gains defined for each Account, based on risk-control parameters.

9.
Generate reports on the status of risk limits.

10.
Automatically classify any degree of risk exposure.

11.
Generate information regarding Margins, as well as to anticipate additional requirements in a simulated scenario.

12.
Value hedge positions in real time.

13. Employ one of the internationally accepted standards for calculating margins and risks in valuing future and option portfolios.

104.00.

Applicants who intend to engage in Third-Party transactions must:

I. Present the Contracts and any accompanying documents to be used with Clients for trading Futures Contracts, which must contain the following:

1.
The market risks the Client assumes when participating in the Exchange and the Client’s acceptance of such risks.

2.
Recognition by the Client of the contents of Exchange and Clearinghouse Regulations.

3.
The means to be used for sending, reception and confirmation of orders for engaging in Third-Party transactions.

4.
The mechanisms for calculating and restoring Margins and cash deposits, as well as for making use of these resources.

5.
The commissions charged for brokerage and for management of Margins and Excess Margins.

6. The Clearing Member or Broker's obligation to inform Clients of their positions, Margins, losses and gains, as well as the information needed for decision-making, without in any way implying that the Clearing Member assumes any responsibility for such matters.

7. Free the Exchange and the Clearinghouse from liability toward any Client that might suffer any damage or harm arising from any suspension or interruption of trading in Futures Contracts and/or from the transmission of information under the terms of the Exchange’s Regulations.

8. Observance of sound market customs and practices and the applicable obligations defined in the Internal Regulations of the Exchange and of the Clearinghouse; as well as the liquidated damages arising out of a default, which may be no less than those defined in Title Seven of the Regulations.

9. Establish that the Clearinghouse is always to serve as the counterparty of the Client for Contracts listed in the Exchange.

10. The ability of a Clearing Member or Broker to provide information regarding Transactions conducted on behalf of a Client's account and regarding its market positions to the Clearinghouse, to the Exchange and to the financial supervisory and regulatory agencies of other countries through the Authorities, as well as to the other Clearing Members in cases of Contract default, cession of the Open Contracts of a Clearing Member by the Clearinghouse, and in any other situation authorized by the National Banking and Securities Commission.

11. The manner in which the System for Order Receipt and Transaction Assignment works with the Exchange’s trading area, as well as a description of the system for assigning Transactions.

12. The way in which the Client must demonstrate that he or she maintains a hedge position.

13.
The Clients’ acceptance of self-regulatory rules issued by the Exchange for engaging in Futures Contracts and Option Contracts.

14.
The probative value of original photographic negatives produced by the microfilm system and the images recorded by optical disc systems or any other media authorized by the Commission, as well as prints produced from those systems that have been properly certified by the official authorized by the Broker, Clearing Member, Clearinghouse and the Exchange, referred to in the Fifty-third of the Provisions. 

15.
That Clients are prohibited from trading indirectly for third parties through their brokerage contacts, except in cases permitted by the current Provisions.

16. The conventional penalties applicable to Clients, specifying those that are to be applied when:

a) Failing to comply with the obligation to refrain from entering into proprietary or third-party Futures Contracts on any Class of Underlying Asset whose price may be affected by the use of inside information, as long as said information is classified as such.

For the purposes of the preceding paragraph, inside information is understood to mean knowledge of acts, deeds or events about which the general public has not been informed and that are capable of influencing the prices of Underlying Assets that are the basis of Futures Contracts. In any event, situations may be stipulated in which it may be presumed that the Client has access to inside information regarding the Underlying Assets in question, as well as the period of time such Clients must refrain from entering into Futures Contracts directly or through an undisclosed agent.

b)
Engaging in simulated trades or triangulation through a variety of brokerage contracts in an effort to manipulate the prices of Future or Option contracts.

c)
Entering into Future or Option Contracts based on Underlying Assets in which the Client is prohibited from trading under the prevailing regulations.

17.
Establish that the amount of conventional penalties will be included as current income of the Clearinghouse.

Brokerage contracts as well as any other written correspondence addressed to the Clients must be printed on the Broker or Clearing Member’s letterhead, which must clearly contain one or the other’s company name, depending on the case at hand, and which must be different from the one used by the Broker’s shareholders or the individuals who act in such a capacity or of the Clearing Member’s trustors.

II.
Have the system of order reception and assignment of buy/sell trades of Futures and Options Contracts that observes the specifications established in the applicable rules, in the Regulations and in Chapter Five of the Operating Manual.

105.00.

The requirements that include the presentation of documents specified in sections II, points 1, 2, 4, 7, 8 and 9; III and IV of Article 103.00. may be indirectly fulfilled by the party applicant, by presenting a service and/or mercantile commission contract it has with a Clearing Member.
106.00.

The service and/or mercantile commission contract referred to in Article 105.00 shall meet the following requirements:

I.
A list of the services that the Clearing Member will provide the Broker in keeping with the terms of the present Chapter.

II.
Definition of the Broker’s maximum trading limits, the amount of the Excess Margins associated with the Margins demanded by the Clearinghouse, as well as the maximum level of Margin requirements for traded contracts that could be submitted in the form of securities.

III.
The risk classification criteria of the Clients who contract the Broker’s services and their impact on the Excess Margin requirements.

IV.
Obligations of the Clearing Member toward the Broker in managing accounts, evaluating the risk of positions, Daily Settlement and settlement at expiration with the Clearinghouse.

V.
The obligation of the Clearing Member to keep the Broker's Proprietary positions in contracts and Margins and the Third-Party Positions in which the Broker acts as broker, in accounts separate from those holding the positions in Contracts and Margins of the Clearing Member’s direct Clients, in its accounts with the Clearinghouse

VI.
Mechanisms for providing information and preparing reports on the services that have been contracted.

VII.
Mechanisms for the Clearing Member to make use of any resources beyond those of Excess Margins that are to be used to restore Margins and Excess Margins.

VIII.
When it is in the interest of the parties involved, specifying the manner of participation in the Trust’s equity, representation on the Technical Committee, and the rules of contributing to the Clearing Fund to the benefit of the Clearinghouse.

IX.
The obligation of the Clearing Member to comply with the terms of Article 3014.00 of the Exchange’s Regulations.

X.
The grounds for termination and rescission of contracts.

107.00.

The brokerage contract that must be signed by Clearing Members and Brokers that manage Global Accounts, with the Clients that participate in those accounts, must contain at least the following:

1. The obligation for Clients to mutualize their margins in the event of default by any Client participating in the same Global Account, in accordance with the terms of the safety net established by the Provisions and the internal regulations of the Clearinghouse.

2. That the Client is aware of an expressly accepts the Rules.

3. That the client expressly accepts the Safety Net as described in the Provisions and the internal regulations of the Clearinghouse.

4. That the Client may not trade the same Underlying Asset and Contract type in more than one Global Account managed by the Broker or Clearing Member with which it signs a brokerage contract.

5. That Clients must notify the Broker or Clearing Member when they exceed the trading limits referred to in section VIII of article 3008.01 of the Regulations, and when they participate in more than one Global Account.

6. That Clients authorize the Clearinghouse to transfer the contracts they maintain in the event of official intervention into the Broker or Clearing Member that manages the Global Accounts due to default.

CHAPTER TWO
CERTIFICATION GUIDELINES AND PERSONNEL ACCREDITATION

Part One
Certification Guidelines 

200.00. 

Repealed
201.00. 

The certifications issued by the Certifying Institution shall accredit Broker and Clearing Member personnel as having sufficient knowledge and as having passed any of the following types of certification exams, authorized by the Exchange and published in the Bulletin.
I. Sales Representative and Desk Trader. The Certifying Institution may hold whatever Underlying Asset exams it deems necessary after obtaining the necessary authorization from the Exchange.

II. Account manager.

III. Risk manager.

IV. Investment Strategy Adviser, exclusively for those who seek to act as a Sales Representative.

202.00.

The certification procedure that the Certifying Institution establishes should comply with the following guidelines:

I. Maintain a file for each certification application it receives. The Exchange and the competent Authorities shall have access to the file.

II. Define the situations under which an application, an exam, or any other requirement established for the certification process may be cancelled.

III. Establish a procedure for assessing the exams and all the other requirements established for the certification process.

IV. The exams shall contain questions that are distinct for each type of exam established, and shall include theoretical and practical questions that have been randomly chosen from a bank of test questions.

V. The exams shall include a specific section on ethics and conduct.

VI. Keep a record of the exams and any other requirement applied for the certification process.

VII. Make available to all those interested in taking the certification exams a study guide that covers the subjects that are dealt with in the test, as well as the weight of each subject in the final grade of the exam.

VIII. Include in a register all certified Broker or Clearing Member personnel.

203.00.

The Certifying Institution shall keep a register of personnel certified and registered for the following purposes:

I. Maintaining a record of all persons certified for each of the job descriptions mentioned in Article 201.00.

II. Maintaining a record of the number of times in which an applicant has taken the certification test for the same job description. 
III. Repealed
IV.
Repealed
V.
Including in the register the information of those persons who, having obtained a certificate to act in any of the job descriptions mentioned above, have been object of disciplinary measures on the part of the Discipline and Arbitration Committee of the Exchange, the Clearinghouse or the Clearing Member or Broker.

The register of certified personnel shall at all times be at the disposition of the Exchange and of the competent Authorities.

204.00.

Repealed 

205.00.

Repealed
206.00.

Repealed
207.00.


Repealed
208.00.

Repealed
209.00.
Repealed
210.00.
Repealed
211.00.

Repealed
212.00.

Repealed
213.00.

Repealed
214.00.

Repealed
215.00.

Repealed
216.00.

Repealed
217.00.

Repealed 

218.00.

Repealed
219.00.

Repealed
Part Two
Storage of Information Regarding 
the Certification Procedure  

220.00.

The Certifying Institution shall protect the information regarding certification procedures on magnetic recording media or in printed or written form or in any other medium that kept it trustworthy. The Exchange will guarantee the strict confidentiality of the information that is provided to it.

221.00.

Repealed
222.00.

Repealed
223.00.

Based on the information provided by the Certifying Institution, the Exchange shall publish each month in the Bulletin a list of the certified personnel.
Part Three
Accredited Personnel

224.00.
Clearing Members and Brokers must have at least one person designated as the regular person in charge, and one alternate, to serve in the following capacities:

I. Desk Trader.

II. Sales Representative.

I. Risk Manager.

II. Account Manager.

Persons designated by the Clearing Member and Broker to fulfill the above job descriptions must have the corresponding certificate from a Certifying Institution recognized by the Exchange.

Clearing Members and Brokers may accredit a single person to fill more than one of these functions assuming that such tasks are free of any conflict of interest. The Exchange shall make known, by means of official notices or in the Bulletin, the criteria it adopts to avoid conflicts of interest.

When necessary, and in keeping with the terms of Article 105.00, Clearing Members and Brokers who indirectly comply with the requirements laid out in Points III and IV of Article 103.00 shall indirectly fulfill the terms of Points III and IV. of the current article.

225.00.

In order for a person to offer his or her services in any of the job descriptions mentioned in Article 224.00, the person shall submit an application to the Chief Executive Officer in which said person must specify the activity or activities he or she intends to engage in. When the person in question is a Desk Trader or Sales Representative, he or she must supply a testimony or certified copy of the public deed that stipulates the faculties conferred by the respective Clearing Member and Broker to act as a Desk Trader and/or Sales Representative, and to enter into Contracts in the Exchange involving the Class or Classes for which the Clearing Member or Broker is registered to trade.
In addition, the accredited personnel must submit a written statement of his or her willingness to comply with the norms and other provisions issued by the Authorities and by the Exchange. As well, Desk Traders subject to accreditation for the first time must have to submit the certificate in which its participation to the course of use of the Electronic Trading System distributed by the personnel of the operational area of the Exchange is stipulated. If a trading member uses other entry means to the Electronic Trading System from the one given by the Exchange, he or she will have to send a document issued by their legal representative accredited by the Exchange, which stipulates that such personnel has sufficient skills and experience for using such Electronic Trading System.
Clearing Members and Brokers that act as Market Makers must accredit a Desk Trader other than the Desk Trader that engages in Proprietary and Third-party Trades.

225.01.

If, at some time after the first accredited personnel application, some change must be made, a new application must be submitted, on the understanding that it will nullify the previous application, and that it must therefore include all the names and signatures of the accredited personnel of the Broker or Clearing Member.

225.02.

Personnel will be automatically left out from the register of Accredited Personnel, if the certificate issued by the Certifying Institution becomes invalid; therefore, if the certificate has been renew through any of the procedures established by the Exchange, the personnel must carry out the necessary steps before such Exchange. 
226.00.

The Exchange must enter their Accredited Personnel in the MexDer Account system.

CHAPTER THREE

ELECTRONIC TRADING SYSTEM

ACCESS AND CHARACTERISTICS

Part One

Access Procedure for the Electronic Trading System
300.00.


Repealed
301.00.


Repealed
301.01.

The Exchange shall assign each Clearing Member and Broker a Registration Code for the Electronic Trading System that they must request in writing from the Exchange in a document signed by the legal representative of the corresponding Clearing Member and Broker. The Exchange shall deliver the Registration Code to the same person making the request.

Each time that a Clearing Member and Broker accredits a Desk Trader with the Exchange, or each time that a Clearing Member and Broker complies with all the requirements to start trading, the Trading Director will supply said Desk Trader and/or Clearing Member and Broker the Access Code for the Electronic Trading System, depending on which type of Electronic Trading System they will use. This Access Code must be changed at least once during a six-month period.

Clearing Members and Brokers may request that a Desk Trader authorized to trade Proprietary and Third-Party positions be changed to a Market Maker and vice versa, with the Trading Director granting or denying the corresponding authorization. Such a change shall take effect the business day following the date on which the corresponding authorization was awarded.

302.00.

Clearing Members and Brokers must request in writing the Exchange’s authorization to install entry means to the Electronic Trading System in their offices, and shall indicate the exact location of said means.

302.01.

The Exchange shall determine the number of entry means to the Electronic Trading System that each Clearing Member and Broker may have. That determination shall be made known to Clearing Members and Brokers through official notices or the Bulletin.

Part Two
 Access Requirements for Market Maker
(Repealed)

Part Three
Characteristics of the Electronic Trading System

305.00.

The Electronic Trading System shall maintain the confidentiality of the Clearing Member or Broker who submits, modifies or cancels Bids and undertakes Trades unless the Exchange is required to disclose such information in keeping with existing laws and regulations. 

In the event of Cancellation of Trades, in accordance with Article 10076.00 of the Regulations, the Exchange has the faculty to reveal the identity of the relevant parties, with prior authorization of them. 
The Exchange shall not be responsible for the failure to obtain authorization from the parties needed to reveal their identity.

CHAPTER FOUR
RECEIVING INSTRUCTIONS FOR TRADING BY PHONE

Part One
General Aspects

400.00.
When a Market Maker asks the Exchange’s Trading Floor personnel to enter, modify or cancel Bids to perform transactions through the trading-by-phone service, in accordance with Chapter Two, Part Five, Title Tenth of the Regulations, the rules of the current Chapter shall be applied, and these in no way shall substitute or modify in any way the rules for the Negotiation of Trades that appear in the Regulations.
401.00.

The Exchange shall receive trading instructions by phone for the minimum volumes or their multiples for each of the Classes as stipulated in the Liquidity Terms and Conditions referred to in the Regulations.

402.00.

Trades using the voice trading system shall be performed in accordance with the rules that appear in the Regulations, in keeping with those govern the Electronic Trading System, including the need for Market Makers to have the Registration Codes and Access Codes needed to trade over the System and which the Market Maker must supply the Exchange through the Electronic Trading System prior to submitting Bids, so that such Bids may be fully valid for legal purposes.

By simply using the trading-by-phone service, the Market Maker consents to allow the Exchange to tape record all instructions issued by the Market Makers.

403.00.

The Exchange’s trading area personnel shall observe the following:

I. Immediately upon reception, register the Bids and Offers in the Electronic Trading System on a “first come, first served” basis.

II. Fill the trade instructions the Market Maker receives.

Part Two
Access to the Trading-by-Phone Service
404.00.

The Exchange may use only a private communications link between a Market Maker and the Exchange to provide the Market Maker with the technical elements necessary for providing trading-by-phone services.  

The minimum standards required for providing the technical elements mentioned in the preceding paragraph shall be published through official notices or in the Bulletin of the Exchange. Market Makers are responsible for ensuring the proper maintenance and use of the equipment and installations they are provided by the Exchange. 

405.00.
Market Makers who send trading instructions to the Exchange by phone must:

I. Use private communications links with the Exchange in a responsible manner.

II. Abstain from acts that alter or impede the normal functioning of private communications links with the Exchange.

III. Present Bids in a clear manner so as to avoid inducing errors.

Part Three
Auction Management

406.00.
The Exchange shall maintain a record of the trades conducted through the trading by phone service, which should cover any contingencies that may have arisen. 

Part Four 
Recording Bids and Offers
407.00.
In order for Bids and Offers entered as described in this Chapter to take effect, the Market Maker, through its Desk Trader, must supply the Exchange’s Trading Floor personnel with the information stipulated in Points II, IV, and V of Article 10036.00. and the numerical identifier for the Class and Series, better known as the Line Number, in keeping with the terms of the Operating Manual. The information referred to in Point VI of said Article shall be supplied later, once the trade has been completed.

408.00.
If a Market Maker enters a Bid or Offer, in order to accept a Bid or Offer appearing in the Electronic Trading System, the Market Maker should clearly indicate that move in the following order: “I accept the Bid" or "I accept the Offer", giving the Line number and the number of contracts. 

Part Five
Modification or Cancellation of Bids
409.00.

Market Makers may modify or cancel Bids or Offers, in accordance with the Regulations, as long as they have not been completed in a trade.
The Exchange's Trading Floor personnel may make Corrections of the Bids and Offers presented by Desk Traders before they enter the Electronic Trading System. However, when it is determined and clearly documented that the bid was improperly entered into the system, the Exchange may make the necessary corrections after the Bids or Offers enter the Electronic Trading System.

410.00.
In the event that a Market Maker requests the Cancellation of Bids or Offers, he shall indicate the Line number and, depending on whether it is a Buy or Sell, saying "Cancel my Bid" or "Cancel my Offer."

411.00.

If a Market Maker decides to modify the quantity of contracts to be negotiated, it must clearly indicate it by giving the following order: "What I am selling is (indicating the volume that is to replace the previous volume)” or “What I am buying is (indicating the volume that is to replace the previous volume)” and the Line number.
Part Six
Closing of Bids
412.00.

Desk Traders who enter active Buy and Sell Bids with the intention of completing a trade involving Bids and Offers already entered and displayed in the Electronic Trading System, shall indicate that move by giving the following verbal instructions:

I. In the case of Buy trades, using any of the following phrases: a) “My Lines (specify number)”; b) “Line (specify number) hit the offer” or c) “Line (specify number) close buying”, or d) “Line (specify number) hit the sell”.

II. In the case of Sell trades, using any of the following phrases: a) “Your line (specify number)”, b) “Line (specify number) hit the bid” or c) “Line (specify number) close selling”, or d) Line (specify number) hit the buy”.

In any event, the input of Bids or Offers referred to here shall not imply the performance of the trade owing to the filing of Bids that were previously placed or which improved on the price, leaving the Exchange free of responsibility for their realization. In such a case, the Bids or Offers that fail to complete a trade shall be cancelled.

413.00.
Whenever a trade takes place through the input of Offers, in other words, "I close selling," the Electronic Trading System will indicate this by flashing the volume and the rate or price indicator of the Bid on the trade in yellow, as the case may be. If a Bid completes the trade, in other words, "I close buying", the Electronic Trading System will indicate this by flashing the Offer volume and price or rate data in blue.

414.00.
Repealed 
415.00.
After a trade has been performed, the Exchange shall use the Electronic Trading System to inform the parties to that trade of the Class, Series, volume and price or premium of the trade.

Section One
"Cama" Trades

415.01.

The Market Maker that proposes a spread on the price for a "Cama" Trade, will so indicate over the trading-by-phone service, by saying “I'm making a 'cama'".

415.02.

Market Makers who wish  to receive a proposal to make a "Cama" trade may display that interest through the trading-by-phone service, by saying “I hear a 'cama'”, committing the Market Maker to conduct either trade and indicating whether it is a Buy or Sell trade by saying “Mine” or “Yours”.

415.03

The proposing Market Maker must submit a Buy and Sell quote within thirty seconds after having agreed to the spread. The accepting Market Maker must indicate whether he will Buy or Sell within thirty seconds after having heard the corresponding quotes.

415.04.

The Electronic Trading System shall indicate the Line on which a "Cama" trade can take place. "Cama" trades may not be performed for a lesser volume than the one set by the Exchange, which will be published in the Bulletin.

415.05.

A “cama” trade involving Contracts on Underlying Assets relating to the money and foreign-exchange market may only be performed by Bids and Offers presented and accepted by Market Makers.

415.06.

For Contacts on Underlying Assets relating to the equity market, “cama” transactions may be performed as follows:

In a “cama” transaction, the proposing Market Maker must present Bids and Offers with a spread; once these are accepted by the accepting Market Maker, the latter must perform a trade with the prices established and the agreed-upon spread; the accepting Market Maker has the option of choosing to buy or sell, provided there is no Bid or Offer previously entered in the Electronic Trading System at a better buy or sell price than those accepted previously.

If the Price established by the proposing market Maker and accepted by the accepting Market Maker is higher than the best bid price or lower than the best offer price on record in the Electronic Trading System at that time, the accepting Market Maker must perform all the transactions that result at better Prices, up to the total amount of Contracts agreed upon in the “cama” trade.

If the number of Contracts at a better Price previously entered into the Electronic Trading System is insufficient to cover the entire number of Contracts agreed upon in the “cama” transaction, the accepting Market Maker must execute the remaining number of Contracts with the proposing Market Maker, and at the Price proposed for the transaction.

If the number of Contracts at a better price in the Electronic Trading System is greater than the number of Contracts agreed upon in the “cama” trade, the proposing Market Maker shall perform no transaction whatsoever.

Section Two
"Round" Trades

415.07.

The Electronic Trading System shall indicate the Line on which a Round can be conducted. MexDer will only handle one Round at a time.

415.08.

Participating Market Makers in a Round may, within one minute, improve on the spread they are willing to accept on "Cama" trades. Similarly, once that minute has passed, they must submit their Bid and Offer quotes with the winning spread within one minute, in accordance with Article 10066.17 of the Regulations. 

Once this time has elapsed, the Exchange shall within thirty seconds calculate the average referred to in Article 10066.17. of the Regulations and will report it to the winning Market Maker in the Round, who will then indicate within 10 seconds whether he buys or sells.

415.09.

Round involving Contracts on Underlying Assets relating to the money and foreign-exchange markets may only be performed by Bids and Offers presented and accepted by Market Makers.

415.10.

In a Round involving Contracts on Underlying Assets relating to the equity market, round transactions may be performed as follows:

The Exchange shall announce the results of the Round once they are available, and will begin the assignment process according to the Bids and Offers presented by each participant.

The winning Market Maker must perform trades with participants in the round whose Offer is lower than the best Bid, or whose Bid price is higher than the best Offer in the Electronic Trading System. The remaining amount of contracts will be completed against the best Bids or Offers in the Electronic Trading System, up to the total amount of Contracts in the round.

Bids or Offers entered previously in the Electronic Trading System, which show the same Price as offered by a participant in the Round, will be given priority.

After the total amount of Contracts involved in the round has been performed according to the above procedure, participants in the round who have not been assigned should not perform any transactions whatsoever.  Personnel from the trading area will notify participants of this situation through the trading-by-phone service, once all the Contracts agreed upon in the round have been completed.

Section Three
Currency Pairing Transactions
415.11

A currency pair consists of the purchase or sale a future on the corresponding currency (with the final Series), simultaneously with a contrary transaction in a future contract in the corresponding currency with expiration on the trading date of the currency pair, both for the same number of contracts.

Currency pair trades shall be performed on the line indicated within the Electronic Trading System, in which Clearing Members and Brokers will present their Bids and Offers in forward points, according to the formula the Exchange announces in its Bulletin.  Forward points are defined as the difference between the future price of the currency in question, corresponding to the final expiration date, and the price of the same currency on the spot market (48-hour value).
The price at which the trade will be recorded in the Futures Contract Series with Expiration Date on the trading date of the currency pair, shall be the arithmetic average of all the buy and sell prices of the currency in question on the spot market (48-hour value), as published continuously by the Exchange in the Electronic Trading System, at the time the currency pair transaction is completed.

The price at which the trade will be recorded in the Futures Contract Series with final Expiration Date will be the sum of the price calculated in the preceding paragraph, plus the forward point negotiated on the currency pair line. 

Section Four
Rollover Transactions
415.12

In the moment a rollover transaction is completed, a simultaneously buy and sell transaction of Future or Option Contract will be made of the Series with the nearest Expiration Date and a contrary transaction of the Future or Option Contract with subsequent Expiration Date, both for the same number of contracts. 

Negotiation of rollover transactions will be made at the line the Electronic Trading System will indicate, in which Clearing Members and Brokers will present their Bids or Offers expressed on Price or Rate differentials, according to the procedure that the exchange will made public on its bulletin.
The Price or Premium, at which the transaction of the Series of the Future or Option Contract with the nearest Expiration Date will be registered, is to be taken according to the methodology the Exchange publishes on its Bulletin.
The Price or Premium, at which the rollover transaction of the Series of the Future or Option Contract with the subsequent Expiration Date, will be the sum of the price referred on the preceding parragraph plus the differential negociated on the rollover trading line according to the methodology the Exchange publishes on its Bulletin.
Part Seven
Modification and Cancellation of Trades
416.00.
Trades may only be modified or cancelled in accordance with the procedures and requisites indicated in the Regulations. 

Part Eight
Responsibility for Errors

417.00.
The Exchange and its shareholders shall not be responsible to any Market Maker for any losses, damages, injuries, expenses and costs suffered or incurred, nor for any claim made against them related to the use of the trading-by-phone service referred to in this Manual.

In light of the above considerations, the Exchange shall not be responsible by any means for errors that arise from the placement, input or entry of Bids and Offers in the Electronic Trading System.

CHAPTER FIVE
NEGOTIATION OF TRADES

Part One
Trading Contracts on behalf of another Member 
(Repealed)

Part Two
Order Reception and Assignment of Trades
509.00.
Clearing Members and Brokers who trade on behalf of Clients must have the necessary mechanisms for assigning and managing trades, which shall be known as the Order Receipt and Assignment System, and which must meet the minimum criteria defined in this Chapter.

The system for receiving Orders must be capable of registering and handling Client Orders. The trade assignment system shall allow for the proper assigning of Trades negotiated in the Exchange, including Market Making activity. These systems must impede any action that might alter or intervene the order in which income and outgoing orders are entered.

510.00.
Clearing Members and Brokers must submit for the prior approval of the Exchange a detailed description of the Electronic Order Receipt and Assignment System (SRA by its abbreviations in Spanish) they intend to implement, both as regards its operating features and the policies referred to in this Chapter. Once they receive the Exchange’s authorization, they must also notify their Clients of its terms as an integral part of the contract used to formalize their legal relationship.

The SRA must meet the assignment criteria defined in the Regulations. In addition, the SRA must keep a record of order modifications, cancellations and trades that including the folio number, hour, account, volume, price, premium and, where relevant, the type of Order, in keeping with their operating and risk control policies. Clearing Members and Brokers must include a description of the system in their application form.

511.00.
The system shall register the reception and handling Orders for performing buy/sell transactions, Contract opening and closure, and all others that by their nature might be needed by the Exchange.

Clearing Members and Brokers must verify that the buy or sell Orders and Orders to open or close positions, are generated properly, and are requested with the following data:

I.
The name of the Clearing Member or Broker.

II.
Specifies the type of Order, whether it be a Buy or Sell, and opening or closing trade.

III.
Date and time at which the Client’s instructions were received. 

IV.
Account Number and/or the Client’s name.

V.
Names, codes and signature of the sales representative; depending on the operational procedure. 
VI.
Class of the Contract, Series, Name or Code, number of units and the price and premium conditions.

VII.
Duration of the Order.

Trading programs may only accept buy or sell, or opening or closing Orders provided by the sales representatives who have access to the system for incorporating Orders through a personalized code, that will stand in lieu of the name and signature of the sales representative. The minimum data that must be entered into the system for executing the buy or sell orders, or opening or closing Orders, are specified in Points II., III., IV., VI. and VII. above.

512.00.

The Clearing Member or Broker must register the date and time at which a Client’s Order was received and must, by any means, preserve proof or evidence of the date and time at which each Client‘s instructions were received, with the understanding that they must make said proof or evidence available at all times in keeping with the Regulations.

512.01.

Notwithstanding what is stipulated in paragraph one of Article 512.00., Clients that are banks, insurance firms, brokerage firms, specialized retirement funds, mutual funds, or Mexican or foreign corporations that have earned the most favorable risk ratings according to the criteria adopted by the respective Clearing Member, may submit Margins on the business day following the session in which the Order was executed.

512.02.

For purposes of the terms of Article 512.01 above, the Clearing Member must abide by the following:

I. Ensure that the Client has a loan issued by a credit institution. 

In the case of insurance institutions, specialized retirement funds, and mutual funds, the Clearing Member may apply its own criteria to specific cases in which this obligation does not apply.

II. Verify that said credit was issued with the understanding that it may not be revoked any sooner than forty-eight hours after the date on which the Opening Order is requested.

III. Verify that the lending bank has been expressly authorized, in the event that resources submitted as Margins must be used and the Client does not have sufficient resources, the credit shall be exercised through that lending bank, and the necessary resources turned over to the Clearing Member.

IV. Verify that the Client has given its consent for the bank to notify the Exchange and the Clearinghouse each time the credit is used, specifying the amount exercised and the date that amount is to be paid.

Clearing Members must reject opening Orders from a Client whenever the credit is insufficient to cover the required Margins and the client has not covered the difference with additional resources in cash or securities, prior to entering the opening Order. 

513.00.
The system may only accept Buy or Sell orders and opening and closing Orders from parties who are authorized and responsible for doing so under the terms of Articles 511.00. and 516.00., respectively. Furthermore, this is the only manner in which buy or sell or open or close instructions may be transmitted to the Electronic Trading System so that the Order may be executed.

514.00.

Repealed
515.00.
Each Clearing Member or Broker shall indicate in the System for receiving Orders the maximum time that may elapse from the time the Client’s instruction is received and when it is entered into the system, which may not exceed fifteen minutes. Such time is the maximum time for verifying, when necessary, that the Client has the sufficient resources to cover the trade and, in the case of trades to close positions, that counts with the Open Contracts necessary to clear the Order.

515.01.
Notwithstanding what is stipulated in the previous article, Clients that are credit institutions, insurance firms, brokerage firms, specialized mutual funds for pensions, mutual funds or domestic and foreign corporations with the most favorable risk ratings according to the criteria adopt by the respective Clearing Member, may carry out the delivery of Margins on the Business Day following the day in which the Order was executed.
515.02

For purposes of the terms of Article 515.01. above, the Clearing Member must abide by the following:
I. Ensure that the Client has a loan conferred by a credit institution.     
In the case of insurance companies, specialized mutual funds for pensions, and mutual funds, the Clearing Member may apply its own criteria to specific cases in which this obligation does not apply.

II. Verify that said credit was issued with the understanding that it is irrevocable for a period of at least forty-eight hours starting from the date on which the Opening Order is requested.
III. Verify that the accredited bank has been expressly authorized, in the event that resources submitted as Margins must be used and the Client has insufficient resources, the credit shall be exercised through that accredited institution, and the necessary resources are delivered to the Clearing Member.

IV. Verify that the Client has given its consent for the Clearing Member to notify quarterly the Exchange and Clearing House, the conditions under which the granted credit was used, specifying the amount exercised and the date that amount is to be paid.

The Clearing Member must reject opening Orders from a Client whenever the credit is insufficient to cover the required Margins and the client has not covered the difference with additional resources in cash or securities, prior to entering the opening Order.  
516.00.
Clearing Members and Brokers, in keeping with their own internal control systems, shall define number of copies to be prepared in keeping with Article 511.00., and while abiding by the following:

I.
The original order forms must be kept on file in consecutive order, either in document form or on magnetic tape.

II.
Proof of the Orders must be open to examination by the Clients, the Authorities and the Exchange.

III.
Report to their Clients at the end of the day the buy or sell Orders and opening and closing Orders that were executed during the session so that the Clients may validate the trades, changes in Margins, and the gross and net losses or gains, the value of the open positions in Contracts and the account management commissions and fees and their balances.

The documents referred to in the above Points shall be maintained for a period of no less than two years. Once that period has ended, the documents may be destroyed after they have been microfilmed.
517.00. 

Prior to the procedure established in this Chapter, the Clearing Member or Broker shall transmit the Orders to the Electronic Trading System for execution during the trading session.
518.00.

Repealed
519.00.

The Clearing Member or Broker shall confirm in the Electronic Trading System the transactions as they are conducted and shall assign them to the proper accounts.

520.00.
Repealed
521.00.

Repealed
522.00.

Repealed
523.00.
The assignment of trades agreed upon by Desk Traders shall be the responsibility of Clearing Members and Brokers. 

The Assignment Procedure consists in specifying the account number of the Client or the Clearing Member or Broker to whom correspond the number of Contracts negotiated in a trade.

The assignment of trades shall be conducted in keeping with the Execution order in accordance with the transactions confirmation that is executed in the Electronic Trading System, in accordance to Article 519.00 of the Manual of Policies and Procedures.

Under no circumstances may a trade be assigned in the Exchange’s trading area when the trade in question was made before the order was registered.

524.00.
The Proprietary Buy or Sell trades or opening or closing of Contracts by Clearing Members or Brokers by proprietary account must, in the cases described for these purposes, be assigned in keeping with the date, the consecutive folio numbers, and chronological order.
525.00.
In the event that a trustor and/or trustee of a Proprietary Position Clearing Member and a Third Party Position Clearing Member belong to the same financial group, they shall use the same Order Receipt and Assignment System.

526.00. 

Clearing Members and Brokers must put each trade on record, which must be made available to Clients. At the same time, their Clients should be notified in writing of the execution of their Orders as stipulated in the brokerage contract.

Clearing Members and Brokers must keep at their offices, and available to Clients, a written record of Orders that were totally or partially unfulfilled, for at least three months from the moment in which the Client’s Order could not be traded. Such written records shall contain the following data:

I. Original Order data, as defined in Points I., through VII. of Article 511.00., as well as those related to the folio number, date and time at which the Order was received by the control desk. In the case of automated systems, the identity of the sales representative who received the Order should be included.

II.
Data regarding both the assignment and the unfulfilled part of the Order.

Should the Client decide to reiterate an unfilled Order, a new Order should be submitted.

527.00. 

Order Modification shall be understood to refer to those Client instructions aimed at changing an Order that had been formulated earlier.

528.00.
Clearing Members and Brokers must establish procedures related to the Modification of Orders that comply with the following policies:

I. The Modification shall be accepted only when the requested trade has not been executed.

II. When the modification refers to a partially executed order, that modification shall be applied only to the unfulfilled portion of that Order.
III. Except for orders on which volume diminishes, when a modification is given accepted, a new order number will be assigned in keeping with the order of consecutive folio numbers.

529.00.
Repealed
530.00.
The modifications shall be subject to the applicable articles upon reception, registration, execution and filing of the buy or sell Orders and opening and closing Orders, for which the forms specified in the last paragraph of Article 511.00 are applicable.

531.00. 

A Correction shall be understood as the act a Clearing Member or Broker must make for the purpose of rectifying the errors attributable to said Clearing Member or Broker that may occur in the process of the reception, trade and assignment of Client Orders.

532.00.
Repealed
533.00.
Repealed
534.00.
Repealed
535.00.

Repealed
536.00.
Clearing Members or Brokers must assume responsibility when Corrections arise, to which end they must prepare and keep a record of the related movements, as well as of the accounts that were affected by either the error or the correction.

537.00.
The SRA may not incorporate Global Buy or Sell Orders, which means those that bundle the Orders of Clients with identical price or premium, Class and Series characteristics, except when they consist of Orders with instructions to close Bids or Offers in the Electronic Trading System’s Record Book.

538.00.
The Clearing Member or Broker must keep the following daily records:

I. Buy or sell Orders and opening and closing Orders for which an identifying code is assigned including the consecutive folio number, the hour it was received by the SRA and the characteristics of each trade.

II. Trades made in the Exchange with identification data classified by Class and Series.

III. Assignment of the Trades by Class and Series, identified by Client, or Global Account and MexDer Account number.

IV. Unfilled Client Orders.

V. Modifications.

VI. Corrections.

Part Three
Procedure for Withdrawal of Firm Quotes or Bids 
(Repealed)

Part Four
Cross Transactions

539.00.

Clearing Members and Brokers may take part in Cross Transactions only when dealing with contracts on Underlying Assets, and during the period that the Chief Executive Officer will announce (in his or her absence, the head of the Trading Area), through the Bulletin, three business days before it takes effect.

540.00.

Once a Bid or Offer has been submitted under the terms of article 10042.00 of the Regulations, the other Clearing Members and Brokers may decide to participate in the transaction, for which the Electronic Trading System will display the information mentioned in sections I-IV of that article, as well as the date and time of entry.

541.00

Clearing Members or Brokers that decide to participate in the Cross Transaction of another Clearing Member or Broker must indicate whether they intend to buy or sell, and specify the amount of contracts they intend to participate in, within the term established by the Exchange, in accordance with article 539.00.

A transaction performed under the terms of the preceding paragraph must be made one tick higher or lower, depending on whether one is buying or selling, respectively.

542.00

A participation in a cross transaction that results in a price equal to a firm Bid or Offer displayed in the record book shall be assigned to that Bid or Offer up to the total amount of Contracts offered in the Participation.  In this if the participation was completely fulfilled with the Bid or Offer, there will have been no Participation in the crossing.

Part Five
Self-entry Transactions

543.00

Clearing Members and Brokers may take part in Self-Entry Transactions only when dealing with contracts on Underlying Assets, and during the period that the Chief Executive officer will announce or in his or her absence, the head of the Trading Area, through the Bulletin, three business days before it takes effect.

544.00

Once a Bid or Offer to perform a Self-Entry transaction has been submitted, the other Clearing Members and Brokers may decide to participate in the transaction up to the total amount of Contracts agreed upon in the transaction proposal, for which the Electronic Trading System will display the information mentioned in sections I-IV of the article 10046.00 of the Regulations, as well as the date and time of entry.

The Participation shall be performed opposite to the Client’s Bid or Offer; in other words, if the Client submits a Bid, the participation can only be a sell; if the Client presents an Offer, the participation must be a purchase.

545.00

Clearing Members or Brokers that decide to participate in the Self-Entry Transaction of another Clearing Member or Broker must indicate whether they intend to buy or sell, and specify the amount of contracts they intend to participate in, within the term established by the Exchange, in accordance with article 543.00.

A transaction performed under the terms of the preceding paragraph must be made one tick higher if the Clearing Member or Broker has participated as a buyer, or one tick lower, if the Clearing Member or Broker has participated as a seller.

546.00

A participation in a self-entry transaction that results in a price equal to a Bid or Offer displayed in the record book shall be assigned to that Bid or Offer up to the total amount of Contracts offered in the Participation.  If the Participation was totally fulfilled through the Bid or Offer, there will have been no Participation in the Self-Entry.

If the number of Contracts offered in the Participation in a self-entry transaction is partially filled by a Bid or Offer displayed in the record book, the Participation Contracts that were not traded against that Bid or offer shall be traded and assigned from the number of Contracts contained in the Self-Entry Transaction.   Under this assumption, the Self-Entry Transaction shall be performed for the total number of Contracts involved in the Self-Entry Transaction, less the number of Contracts assigned to the Participation.
Part Six
Block Transactions 

547.00

Clearing or Trading Members may execute block trades for the Contracts negotiated in the Exchange, while abiding to the following:

The proposer Clearing or Trading Member must indicate to the personnel of the Exchange’s trading area all the characteristic of the Bid/Offer object of the transaction. On the Exchange’s part, it will communicate the recipient Clearing or Trading Member concerned, the existence of the block trade, pointing it out the characteristics of the Bid/Offer, who may accept it or not. If it is accepted, the personnel of the Exchange’s trading area will precede to register the trade in the Electronic Trading System and to notify it through this system, to the other Clearing Members and Brokers.

Block trades may be carried out on the Contracts negotiated in the Exchange, when a Market Maker requests a quotation through the trading by phone service of the Exchange. The personnel of the Exchange’s trading area will require from the other Market Makers the presentation of the correspondent Bids/Offers, which shall contain the Bid/Ask Price and the quoted volume. The received Bids/Offers will be informed first to the petitioner Market Maker and then to the Market Makers that presented its Bids/Offers. If the petitioner Market Maker cancels the Bids/Asks request or if the characteristics of the presented Bids/Asks do not cause any transaction, the Bids/Asks of the Market Makers will be canceled, making it possible and by common consent, to carry out the correspondent transaction at the presented Prices by any of the Market Makers that participated. If a transaction is executed, this will be register in the Electronic Trading System by the personnel of the Exchange’s trading area and will be notified through this system, to the other Clearing or Trading Members.
CHAPTER SIX
IDENTIFICATION CODES FOR ORDER, EXECUTION, 
ASSIGNMENT AND CORRECTION OF TRANSACTIONS

600.00.
Clearing Members and Brokers that trade Contracts on the Exchange shall keep track of all their trades by assigning an identification number that can be audited so as to allow for the reconstruction of specific transactions. For this reason, Clearing Members and Brokers must use the codes designed by the Exchange, in order to determine the origin and cause of each of the movements that take place throughout the trading cycle, which includes the recording of Orders, the execution of trades, the assignment of trades, the Correction of positions in the Clearinghouse, the delivery of Margins in cash or securities, and movements arising from defaults.

601.00.

In accordance with Article 600.00 above, Clearing Members and Brokers must use the following identification codes, depending on the case at hand:

I.
Order ID (OID).

II.
Trade ID (TID).

III.
Trade Assignment ID (AID).

IV.
Trade Reassignment ID (RID).

V.
Position Modification ID (MID).

VI.
Securities Movement ID (VID).

VII.
Cash Movement ID (EFID).

602.00.

The Order ID (OID) shall contain the following information:

I.
Folio number (number in ascendant order).

II.
Date (DD MM YYYY).

III.
The Hour, Minute and Second in which an Execution Order is received from Clearing Members and Brokers’ sales representatives (HH MM SS).

The OID shall be unique and related to an Execution Order of a Series. The OID shall be generated the moment in which all the characteristics of an Order are designated for registration in the SRA to be sent to the Electronic Trading System.

The Order associated with an OID may be modified under certain conditions, depending on the instructions from the party submitting the original order. In such case, the initial OID and the Order associated with it shall be considered replaced by a new Order associated with a different OID. 

Similarly, Orders may be cancelled by generating a Cancellation Order, which shall include the OID of the Order it cancels.

603.00.

The Trade ID (TID) is generated by Exchange personnel for registering a trade and shall contain the following information:

I.
Folio number (a six-digit consecutive number).

II.
Date (DD MM YY).

III.
The hour and minute in which the Exchange registers the Trade (HH MM).

The TID shall be unique and shall be related to a trade between a Buyer and a Seller of a specific Series, a volume and a price or premium.

When a trade associated with a TID is the result of various Orders, making it necessary for the Member to divide the trade to identify the various accounts and positions that were involved in said trade, each one of the resulting trades shall have their own TID, which will have the same specifics of the date, hour and minute of the original TID and folio numbers in ascendant order.

When a trade is modified, the information on the corrected trade shall maintain the original TID. When a trade is canceled, the Clearing Member or Broker will withdraw the TID of the canceled trade from the records and it may not be assigned to another trade.

604.00.

The Trade Assignment ID (AID) is generated by the Clearing Member or Broker's Order Receipt and Assignment System, in order to assign a transaction to an Order, and must contain the TID information.

The AID shall be comprised of the TID and the assigned OID in addition to the date, the hour and minute the trade was assigned. Each AID shall be unique and shall be associated with each trade and each order to which it is assigned.

605.00.

The Trade Reassignment ID (RID) is made up of the originally assigned AID, the corrected OID, as well as the date, hour, minute and second of the reassignment. 

The RID will be unique and shall only be presented when it is demonstrated that the sales representative entered incorrect information on the requested trade into the Order Routing System. The RID is made up of the following audit elements: 

I.
When relevant, a copy of the original trade request, 

II.
The initial OID from the Order on which an error was made.

III.
The corrected OID correction.

The transfer of trades related to the RID shall be conducted in accordance with the Regulations.

In the event that a Clearing Member or Broker is not authorized to engage in trades with an Underlying Asset, the Clearinghouse shall create a special report for that Clearing Member or Broker for the exclusive purpose of closing the position as soon as the trade is identified.

606.00.

The Position Modification ID (MID) is identified by a Folio number related to the code of the Clearing Member or Broker, and the date, hour and minute in which the adjustment of the positions in the Clearinghouse System was made.

The MID shall be unique and shall be related to the Clearing Member or Broker and the Modification of the position in an account provided for a Series. MID’s may only be generated under the following conditions:

I.
Due to a reassignment of trades.

II.
In relation to an OID associated with a TID that has had an automatic account and position assignment in the trading system.

III.
Due to the transfer of Clients between Clearing Members and Brokers.

IV.
Due to the Modification or Cancellation of a trade.

V.
Due to a Clearing Member and/or Brokers’ account transfers.

607.00.

The Margin Securities Movements ID (VID) is comprised of the party’s Access Code, and the date, hour and minute of the transfer.

The VID shall be unique and shall be related to the Clearing Member and the transfer of securities from a Clearing Member’s Margin Accounts to another account in the System for Managing Derivative Margin Securities. It shall be generated on an independent basis and shall only be related to a MID generated by the transfer of Clients or in the event of account transfers owing to defaults.

608.00.

The Cash Movements ID (EFID) is comprised of the party’s Access Code, Date, Hour and Minute of the transfer.

The EFID shall be related to the Clearing Member and the transfer of the cash resources deposited as Margins by one Clearing Member to another. It shall be generated independently and shall only be related to a MID generated by the transfer of Clients or in instances of account transfers owing to defaults.

609.00.

In the pursuit of its supervisory functions and monitoring of the market, the Exchange may require of its Clearing Members and Brokers the following information corresponding to the date or period it deems necessary:

I.
For each registered OID:

a)
The replacement OID.

b)
The TID’s.

c)
The AID’s.

d)
The MID’s.

e)
The VID’s.

f)
The EFID’s.

II.
MID’s, VID’s and EFID’s generated on the business day following the registration of the OID.

610.00.

In accordance with the operating procedure that each Clearing Member or Broker uses, the Exchange may determine that what is established in points IV and VII, inclusive, of article 601.00 of this Manual of Policies and Procedures, does not apply to them.

CHAPTER SEVEN
ADMINISTRATIVE OBLIGATIONS 
AND INFORMATION REQUIREMENTS
700.00.

In keeping with the terms of Articles 3011.00 and 6026.00 of the Regulations, this Chapter contains the terms related to the contents of the documentation Clearing Members and Brokers must periodically deliver to the Exchange in order to fulfill their obligations regarding the handling and use of information.

701.00.

Any notification that Clearing Members and Brokers provide to the Exchange in fulfillment of their obligations as defined in the Regulations, must be made in writing under the terms established therein, before 6:00 p.m. The notification should be addressed to the Exchange’s Chief Executive Officer with a copy to the Exchange’s Compliance Office.

The aforementioned, with exemption of the information related with what is established in articles 6034.00 and 6035.00 of the Regulations, which shall be addressed only to the Compliance Office.
701.01.

The notifications made by the Exchange shall be personal and will take effect from the following business day of the day they are performed, in accordance with what is established in this article. Concerning sections I and III of this article, only the person or those persons that have been previously designated by the Chief Executive Officer for such effects shall carry out the notifications. 

The notifications mentioned previously, may be carry out through any of the following means, unless special means are specified for a particular case or if the circumstances of a case do not allow it:
I. Personally. In case of carrying out a notification by this means, the notification will be considered as done in the moment it is delivered in the domicile announced previously by the person to whom the notification is addressed to hear and receive notifications. The reception of notifications by this means will be accredited with the corresponding acknowledge of receipt.

If the person to whom the notification is addressed is not in the domicile, the person designated by the Chief Executive Officer will deliver an announcement to any other person that is in the domicile. Therefore, the person to whom the notification is addressed will have to wait at a specified hour the following Business Day, warning him or her that if he or she is not there at the time and day established, the notification will be performed with any other person that is in the domicile.
If the person to whom the notification is addressed is not in the domicile or does not want to receive it, the notification will be performed with any other person that is in there, y and if it is not possible to do so, the document with the notification will be allocated in a visible place at the domicile. In this case, the notification will be considered as done. The same will apply if the domicile is closed. In any of the two assumptions mentioned above, the person designated by the Chief Executive Officer for the performance of the notifications, will record the facts with details into an act that will be integrated to the corresponding file. Afterwards he will send a copy of such document to the Chief Executive Officer and the Compliance Officer and will request the publication of this situation in the Bulletin. After doing everything that is stated above, the notification will be considered as done. 
II. By courier service or certified mail. In the case of carrying out a notification by this means, the notification will be considered as done when the acknowledge of receipt is signed by the person to whom it is addressed, or by any other person that is in the domicile. This acknowledge of receipt shall be kept within the corresponding file as proof of such delivery. If the notification is not performed or concluded irrefutably by these means, it has to be done as it is established in sections I and III of the present article. 
III. By electronic means. The notifications shall be made by this means when the interested party requested so to the Exchange in a written form, pointing out the e-mail to which the document with the notification has to be transmitted. The Chief Executive Officer and the Compliance Officer must receive a copy of the e-mail containing the notification and print a copy to put on the corresponding file, besides of publishing such situation in the Bulletin. After doing everything that is stated above, the notification will be consider as done. 
702.00.

The quarterly report on the results of review of the accounts in which Proprietary Trades have been registered shall contain the following:

I.     For daily trading activity reports:

1.  Time period.

2.  Number of trades.

3.  Number of Orders fulfilled.

4.  Number of Orders left unfulfilled.

II. For cancellations and/or modifications:

1.  Date.

2.  Hour.
3.  Folio number.
4.  Volume.
5.  Price.
6.  Modification and/or cancellation.
7.  Reason for the Modification and/or cancellation.
703.00.

The quarterly report on the results of the revision of the accounts in which Third-party account trades were registered shall contain the following:

I. For daily trading activity reports:

a. The period covered by the report.

b. Number of trades.

c. Number of traded Orders.

d. Number of unfilled Orders.

II.
For cancellations and/or modifications of orders or trades:

a. Date.

b. Hour.

c. Folio number.

d. Volume.

e. Price.

f. Modification and/or cancellation.

g. Reason for the Modification and/or cancellation.

704.00.

The financial, legal, trading and accounting information Clearing Members and Brokers must provide the Exchange must meet with the specifications, the form, the means of delivery and the frequency specified in this Chapter.

705.00.

Clearing Members and Brokers must notify the Exchange’s Compliance Office in writing whenever necessary, and new accounts as well as the modification of existing accounts, the position limits imposed on each Client that restrict the number of individual Contracts and opposite positions, for each Class, Series and Client, specifying the account number, the Excess Margins and the Client’s applicable position limits.

706.00.

Daily trading information must be kept available and delivered to the Exchange before the close of trading on the day after the Exchange requests it. 

Clearing Members and Brokers must deliver a report on Orders properly signed by one of the legal representatives referred to in Point IX. of Article 2022.00. of the Regulations, and which shall contain, the folio number, MexDer Account number, date, hour, Class, Series, volume, price or premium, Number of Contracts assigned, Number of Contracts cancelled, modifications and the name of the sales representative. This report is to be generated through each Clearing Member or Broker’s System for Receiving Orders and the Assignment of Trades.

707.00.

Clearing Members must deliver the financial information relating to their equity, daily and before 12:00 p.m. Clearing Members shall send by fax or electronic means the format prescribed by the Exchange’s Compliance Office regarding i) the amount of minimum equity required of each trust, ii) the existing liquidity rules, and iii) the way in which the equity has been invested.

708.00.

Brokers must turn in financial information relating to their equity, each day before 10:00 am. Brokers must send by fax or electronic means the format provided by the Exchange’s Compliance Office regarding the amount of minimum equity required; as well as the way in which the equity has been invested while respecting the exceptions stipulated in the Regulations.

709.00.

Clearing Members and Brokers must deliver their accounting information as specified in the Rules and the Regulations.

Clearing Members must publish their financial statements on a quarterly basis. The accounting criteria the National Banking and Securities Commission has established for Clearing Members and Brokers must be used for preparing these statements. 

In compliance with Articles 6034.00 and 6035.00 of the Regulations, Clearing Members and Brokers must provide the Exchange’s Compliance Office with the following documentation during normal office hours:

I. Monthly financial statements, within one month of the end of the corresponding month.

II. Annual financial statements, within 5 (five months) of the corresponding fiscal period.

710.00.

In compliance with the terms of Articles 6036.00 and 6037.00 of the Regulations, the information must be presented in writing along with any documentation necessary to substantiate or determine the veracity of said information.

711.00.

The Clearinghouse shall provide the Exchange each day with the data regarding the number and amount of contracts traded and, where relevant, settled, each day, classified by Class and Series, as well as the transactions of each Clearing Member.

Furthermore, the Clearinghouse shall report, by means of its systems, on the confirmation or rejection of trades executed in the corresponding trading session, as well as the number of Open Contracts for each Series and the theoretical prices at the end of each trading session.

The Clearinghouse shall send the financial statements, in keeping with the accountings criteria established by the National Banking and Securities Commission, as well as the reports arising out of any default, specifying the reasons, the date, and the name of the Clearing Member in default and, any operating measures that were taken.

CHAPTER EIGHT
CONTINGENCY PLAN

(Repealed)

CHAPTER NINE
CONFLICTS OF INTEREST 

Part One
Rules for Performing Trades 
On Behalf of Clients Subject to Possible Conflicts of Interest
900.00

Clearing Members and Brokers must send a report to the Exchange in a  period not more than 30 (thirty) days after the MexDer Account assignment, with the information regarding the job position, place of work of each client to whom a MexDer Account number is assigned, including when such client besides is a stockholder or employee.
The duty referenced in the previous paragraph will be also seen in those cases where a Clearing Member or Broker has the knowledge of Client´s MexDer Account assignment, where some of their stockholder or employee is blood relationship directly until second grade.        

901.00
The shareholders of the Brokers and the equity partners of the Exchange shall inform their Clearing Members who own stock in said entities when they intend to trade Contracts as Clients, so that the Clearing Member or Broker may inform the Exchange in writing as part of the report they make as referred to in Article 900.00.

The equity trustors of the Clearinghouse shall inform their Clearing Members whom are trustors of said trusts when they intend to celebrate trades with Contracts as Clients, so that the Clearing Member or Broker may inform the Exchange in writing as part of the report they make as referred to in Article 900.00.

902.00

Top-level officers of Clearing Members and Brokers, the Exchange and the Clearinghouse must apply for written authorization from their supervisor when seeking to engage in Customer trades in the Exchange, and turn said authorization over to the Clearing Member. The Clearing Member or Broker shall provide the Exchange a copy of that authorization, and indicate in writing, as part of the report referred to in Article 900.00, that said Client is an officer of a Clearing Member or Broker, or of the Exchange, or of the Clearinghouse.

Clearing Members shall make certain that the Client has consented to making the account statements of his or her trades available to the person who granted the authorization for collaborating with the Exchange and avoid the realization of trades that do not conform to the applicable norms.

Without any way infringing on the terms of the preceding paragraph, all other Clearing Member and Broker, Exchange or Clearinghouse employees need only obtain the written authorization referred to in the first paragraph of this provision from the head of the department in which that employee works.

903.00

If an accredited personnel of a Clearing Member or Broker is simultaneously employed by a brokerage firm or bank that owns stock in a Broker or in the minimum equity of a Clearing Member, and seeks to engage in trades as a Client, said personnel must obtain authorization from the person designated by the Clearing Member or Broker for such purposes.

In keeping with the terms of the preceding paragraph, the Clearing Member or Broker shall designate an executive to be in charge of issuing the corresponding authorizations, and notify the Exchange the name and position of the designee.

904.00.
Should the accredited personnel of a Clearing Member or Broker seek to sign a brokerage contract to trade as a Client, they must obtain written authorization from the person designated for such purpose by the Clearing Member or Broker. They also must forward that authorization to the Clearing Member or Broker with whom the brokerage contract was signed so that they may, in turn, deliver it to the Exchange as part of the report referred to in Article 900.00.

Accredited personnel that intend to trade as Clients must consent to making the account statements on their trades made at the Exchange available to the person who granted the authorization and thus avoid the execution of trades that do not conform to the applicable rules.

905.00.
Clearing Members and Brokers must ensure that when one of their employees discovers that his or her spouse or any person by whom that person is related by blood in a straight line to the second degree and by marriage to the second degree, intends to engage in trades as a Client in the Exchange, said personnel shall report to the Chief Executive Officer or the trust delegate the Name and the MexDer Account number assigned to the relative in question, for the purpose of reporting this information in writing to the Exchange as part of the report referred to in Article 900.00.

906.00

Clearing Member, Broker or Clearinghouse personnel should provide a written statement expressing their willingness to submit to the terms of Articles 904.00 and 905.00.

Part Two
General Client Information

907.00.

In addition to the contents of the contract that Clients are to use for the realization of Futures and/or Options Contracts, Clearing Members and Brokers must obtain from their Clients the following information and documentation:

I.
In the case of a corporate Client:

a) Legal or corporate name.

b) Nationality.

c) A simple copy of the act of incorporation and, where relevant, any modifications thereto, and the data on its inscription in the Public Registry of Commerce.

d) Federal tax number.

e) Domicile.

f) Telephone and/or fax number.

g) Name(s) of its Legal Representative(s).

h) A simple copy of the public document that records the powers of the Client’s legal representative(s) with data corresponding to its inscription in the Public Registry of Commerce.

II.
 In the case of an individual Client:

a) Name.

b) Nationality and, where relevant, immigration status.

c) Federal tax number.

d) Domicile.

e) Telephone and/or fax number.

f) Occupation.

g) The name and address of the Company in which he or she works.

h) Where relevant, the name(s) of any legal representative(s).

i) A simple copy of the public document that records the powers of the Client’s legal representative(s).

III. Whenever a Client has granted power of attorney to another party for handling his or her account:

a) Name of the person with power of attorney.

b) That person’s federal tax number.

c) That person’s signature.

d) The manner in which that power of attorney is to be exercised.

e) The name and address of the Company in which he or she works.

f) In the case of Corporate Clients, a power of attorney or simple copy of the public document that records these powers.

g) In the case of individual Clients, a simple copy of the public document that records these powers.

Clearing Members that clear and settle Client’s Futures Contracts in connection with the contractual relationship between a Clearing Member and a Broker must disclose the name of the Broker.

Clearing Members and Brokers may ask the Client to present the testimony or certified copy of the documents that are presented before the Public Registrar’s Office for comparison.

CHAPTER TENTH
PREVENTIVE SUSPENSION

Part One
Broker´s Preventive Suspension Process 

1000.00

The Clearinghouse and the Clearing Members may request the Mexican Stock Exchange for a Broker preventive suspension. 

The request could be done through a phone call from a legal representative of the Clearinghouse or by a Clearing Member trustee, addressing to the Chief Executive Officer or in his absence, the Chief Operating Officer.

The Exchange should execute the preventive suspension under the requested terms during the (10) ten following minutes after received the phone call

In order the Exchange has the conditions of keeping valid the preventive suspensions, the applicant for the preventive suspension must send by facsimile or by e-mail a document subscribed by a legal representative where the suspension is motivated and in such case based the preventive suspension request a the latest in the following 30 (thirty) minutes after the request by phone.

The applicant will be responsible to inform the broker about the preventive suspension, during the following 10 (ten) minutes after making the phone request, as well as keep him inform of the progress. In case the suspension is requested by the Clearinghouse, besides, it will be responsible of notifying  the Clearing Member in charge of the   settlement of the preventive suspension  broker´s trades, during the 10 (ten) following minutes after the request by phone.        

1001.00

When the preventive suspension request comes from a Clearing Member and it refers to a broker that has executed commission mercantile and service agreements with another Clearing Members, the Chief Executive Officer or in his absence the Chief Operating Officer will decide if the preventive suspension apply just regarding the Clearing Member that presented the request or also regarding another Clearing Members, which will depend of the seriousness of the situation that give rise to the preventive measure imposition. 

1002.00

The document which is sent to the Exchange by the Clearinghouse or a Clearing Member, referred in the fourth paragraph of article 1000.00 should be addressing to the Chief Executive Officer with copy to the compliance Officer, the Chief Operating Officer and the suspended broker.

If the referred document is not received, at the latest during the 30(thirty) minutes  after the phone request, the Exchange could lift up the preventive suspension or as well as conserve in case it has enough  merit elements.

The original Clearinghouse or Clearing Member document should be delivered to the Exchange the same working day when the complaint is done, and request the involve preventive broker´s suspension.


1003.00.

The Exchange must make the notifications referred in articles 7025 and 7026 of the Exchange Internal Regulations, just after received from the Clearinghouse or the clearing Member the document referred on article 1000.00 or in such case, could be determined the preventive suspension  valid  without the document reception.

1004.00.

In the assumption the broker preventive suspension request by a Clearing Member is unsuitable because the unfit of the regulations and manual, The Exchange will inform the decision by phone to the Clearing Member trustee, specifying the arguments. Likewise the next working day after the preventive suspension request, the Exchange should send a document to the Clearing Member where base and motivate the inadmissibility reason.

1005.00

In the cases the Clearinghouse request a Clearing Member provisional suspension, the consent process should be followed with the established in the article 1000.00 and from 1003.00 to 1005.00.   

1006.00

Under no assumption the Exchange will not be responsible because of the damages caused to the broker or its clients arise from the provisional suspension procedure requested by the Clearinghouse or a Clearing Member.     
TRANSITORY (March 30, 2001)

FIRST.-  The changes, additions and deletions contained here within will take effect on the first Business Day after they appear in the Bulletin of MexDer, Mercado Mexicano de Derivados, S.A. de C.V.

TRANSITORY (September 14, 2001)

FIRST.-  The changes, additions and deletions contained here within will take effect on the first Business Day after they appear in the Bulletin, with the exception of Article 305.00, which will take effect as soon as the corresponding notification from the Board of Directors appears in the Bulletin.

SECOND.- In compliance with the terms of Point I of Article 201.00, those individuals who have passed the Attorney exam shall be empowered to fulfill the roles of Sales Representative and Desk Trader.

TRANSITORY (November 8, 2002)
FIRST.-  The changes, additions and deletions contained here within will take effect on the first Business Day after they appear in the Bulletin of MexDer, Mercado Mexicano de Derivados, S.A. de C.V.
TRANSITORY (September 25, 2007)
FIRST.- The changes, additions and deletions contained here within will take effect on the first Business Day after they appear in the Bulletin of MexDer, Mercado Mexicano de Derivados, S.A. de C.V.
TRANSITORY (October 3, 2007)

FIRST.- The repeal contained herein will take effect on October 8, 2007.
