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Amendments to Derivatives Rules
1.
Words underlined with a solid line (       ) indicate the insertions in the existing rules.

2.
Words in bold and in square brackets ([      ]) indicate omissions from the existing rules.
2.10  Definitions


In these derivatives rules, unless otherwise clearly indicated by, or inconsistent with the context, the following terms shall have the meanings that are assigned to them hereunder, namely -

	"branch of a foreign bank"
	means a foreign institution which is authorised in terms of the Banks Act, 1990 (Act No. 94 of 1990) to conduct the business of a bank by means of a branch in the Republic;

	"dealer"
	means [either a junior dealer or a senior dealer as the context may require] an employee of a trading member who is registered in terms of these derivatives rules to trade either for the member's own account or for or on behalf of clients, or for both;

	["junior dealer"]
	[means a dealer who is entitled in terms of these derivatives rules to trade for the member's own account, but not for or on behalf of clients;]

	"Market Controller"
	means the person appointed by the JSE, to supervise, administer and control the daily operations of the ATS;

	["senior dealer"]
	[means a senior dealer contemplated in rule 5.10.3.2;]


3.70  Duty to furnish information

3.70.1
…
3.70.2
…
3.70.3
A member shall submit to the [JSE,] Director: Surveillance within [four] three months after the end of its financial year, [two copies] a copy of its audited annual financial statements, and the audit report prescribed by the Act [Regulations], in respect of such period. [irrespective of whether or not the member is obliged in terms of any legislation to provide such audited financial statements.]
3.70.4
Subject to rules 3.70.5 and 3.70.6, a member shall submit the prescribed monthly capital adequacy return to the Director: Surveillance within [seven] ten business days of the end of the month or within such other period that the JSE may require: Provided that the member shall at all times comply with the capital adequacy requirements referred to in these derivatives rules, and provided further that the JSE shall be entitled to suspend a member from trading, should the return not be submitted [within a reasonable time after the member was requested to do so] timeously.

3.70.5
[A member may apply in writing to the JSE for exemption from the requirement to submit the return referred to in rule 3.70.4, and the JSE may at its discretion grant such exemption: Provided that the member confirms in writing that it shall submit a similar return to another exchange or to the Registrar of Banks and such other exchange or the Registrar of Banks confirms that it shall accept such returns and ensure compliance by the member with its rules and any other requirements relating to the capital adequacy of the member.] A member that -



3.70.5.1
is a bank; 

3.70.5.2
is a branch of a foreign bank; or


3.70.5.3
trades in derivative securities solely for its own account,



shall be exempt from the requirement to submit the monthly capital adequacy return referred to in rule 3.70.4, provided the member has advised the JSE, in writing, that it meets the requirements of rule 3.70.5.1,  3.70.5.2, or 3.70.5.3.
3.70.6
A member that is an authorised user of another exchange may apply in writing to the Director: Surveillance for exemption from the requirement to submit the monthly capital adequacy return referred to in rule 3.70.4, provided the capital requirements of the other exchange are, in the opinion of the Director: Surveillance, similar to those imposed by the JSE and the member is required to submit a return to the other exchange.
3.70.7
In considering an application for an exemption in terms of rule 3.70.6, the Director: Surveillance will take into account the relative activity undertaken by the member on the JSE and the other exchange in order to determine whether it is preferable for the other exchange to act as the lead regulator in relation to the supervision of compliance with capital adequacy requirements by the member.

3.70.8
If a member is granted an exemption in terms of rule 3.70.6, the member may be required at any time to submit, to the Director: Surveillance, a copy of any capital adequacy return submitted to the other exchange.
3.70.9
Despite the fact that a member may be exempt from submitting monthly capital adequacy returns to the Director: Surveillance, in terms of rules 3.70.5 or 3.70.6, the member is required to advise the Director: Surveillance, in writing, as soon as it becomes aware that it has failed to meet the relevant capital adequacy requirements set out in rules 4.20.2 to 4.20.4.
4.20  Capital adequacy requirements

4.20.1
[A] Subject to rules 4.20.2, 4.20.3, 4.20.4 and 4.20.7, a member shall at all times have own funds equal to the greater of -

4.20.1.1
the initial capital referred to in rule [4.20.2, 4.20.3, 4.20.4 or] 4.20.5 or 4.20.6 as the case may be; or

4.20.1.2
…
4.20.1.3
…
4.20.1.4
…
4.20.1.5
…
4.20.1.6
…
4.20.1.7
…
4.20.1A
The following provisions shall apply to a member that is an external company, other than a branch of a foreign bank -

4.20.1A.1
…
4.20.1A.2
the own funds of the local branch of the external company shall at all times [exceed the liabilities of the said local branch of the external company in the Republic by an amount] be equal to or greater than [that] the amount provided for in rule [4.20.2. 4.20.3. 4.20.4 or 4.20.5] 4.20.1.2, 4.20.5, 4.20.6 or 4.20.7, as the case may be;

4.20.1A.3
the foreign parent of the local branch of the external company shall in writing confirm to the JSE that it is required to comply with capital adequacy requirements similar to those in the Republic, and that they are reporting such as required to an appropriate foreign regulator; and
4.20.1A.4
the thirteen weeks operating costs requirement in rule 4.20.1.2 shall relate to the operating costs of the local branch of the external company in the Republic. [; and]
[4.20.1A.5
an external company which operates as a branch by means of which a foreign institution conducts the business of a bank, shall submit its capital adequacy returns in terms of rules 3.70.4 and 3.70.5 to the Registrar of Banks, and shall at all times comply with the Banks Act. 1990 (Act No. 94 of 1990) and any Conditions published in terms of the said Banks Act.]
4.20.2
[A trading member that does not have clients in any other market shall have the initial capital as required by his clearing member.] A trading member that is a branch of a foreign bank, and is exempt from the requirement to submit monthly capital adequacy returns to the Director: Surveillance, in terms of rule 3.70.5, is not required to comply with the requirements of rule 4.20.1 but is instead required to comply with the capital adequacy requirements as prescribed by the Banks Act, 1990 (Act No. 94 of 1990) and the regulations made under that Act.

4.20.3
A trading member that trades in derivative securities solely for its own account and is exempt from the requirement to submit monthly capital adequacy returns to the Director: Surveillance, in terms of rule 3.70.5, is not required to comply with the requirements of rule 4.20.1 but shall ensure that its assets (excluding goodwill and other intangible assets) exceed its liabilities (excluding loans validly subordinated in favour of all other creditors).
4.20.4
A trading member that is an authorised user of another exchange and is exempt from the requirement to submit monthly capital adequacy returns to the Director: Surveillance, in terms of rule 3.70.6, is not required to comply with the requirements of rule 4.20.1 but shall comply with the capital adequacy requirements as prescribed by such other exchange.
4.20.[3]5
A trading member who trades on behalf of clients but does not receive a client's margins or hold the client's margins in terms of rule 8.60.4 or who does not receive any other assets of [his] a client with respect to the client's buying and selling of JSE authorised investments, shall have an initial capital of at least R200 000 or such other minimum amount that the JSE may decide. 
4.20.[4]6
A trading member who receives client's margins or holds clients' margins in terms of rule 8.60.4, or that receives any other assets of his client with respect to the client's buying and selling of JSE authorised investments, shall have an initial capital of at least R400 000, or such other minimum amount that the JSE may decide. 
4.20.[5]7
A clearing member shall have own funds of R200 000 000, or such other sum as the JSE may determine: Provided that the JSE may, at its discretion, impose additional suretyship, guarantee or other requirement on a clearing member  if -

4.20. [5]7.1
the sum of the initial margin with respect to the positions of the clearing member, its clients, the trading members with which the clearing member has entered into clearing agreements and the clients of such trading members, reaches the limit as contemplated in rule 10.10.1; or

4.20. [5]7.2
the own funds of the clearing member as specified in rule 4.20.[5]7 have decreased to the limit referred to in rule 10.10.1.

4.20.[6]8
A clearing member shall provide, maintain and keep in force a suretyship in favour of the clearing house by a financial or other institution acceptable to the JSE, in such form and upon such terms and conditions as the JSE may determine, for the due performance of all or any of its obligations to the clearing house in terms of these derivatives rules, jointly and severally, for an amount of not less than R10 000 000 or such other sum as the JSE may determine. 
4.20.[7]9
The JSE shall be entitled to suspend a member should there be a deficiency in the capital adequacy [requirement] of the member [as prescribed in the derivatives rules and directives].
5.10  Members' obligation to ensure registration of officers

Each member which is a body corporate or a partnership -

5.10.1
…
5.10.2 …
5.10.3 shall ensure the registration by the JSE of dealers who, subject to rule 5.20, shall be the only persons entitled to trade for a trading member’s own account and for or on behalf of clients and who shall have obtained such qualification as may be required by the JSE [on behalf of the member and who shall be either -

5.10.3.1
junior dealers who may trade for a member’s own account but not for or on behalf of clients and who shall have obtained such qualification that may be required by the JSE; or

5.10.3.2
senior dealers who may trade for a trading member’s own account and for or on behalf of clients and who shall have obtained such qualification that may be required by the JSE.]

5.10.4
Reserved.

5.20  [Registered dealers to trade for a member] Reserved
[A member shall not trade for his own account without having at least one junior dealer or one senior dealer present at the member’s place of business or, for or on behalf of clients, without at least one senior dealer present at the member’s place of business, unless the JSE has in writing granted temporary registration to a person nominated in writing by the member to trade for a period not exceeding fifteen business days in the absence of such junior or senior dealer.  The JSE shall publish the name of such nominee in a notice to members.]

5.40  [Natural persons functioning as registered officers] Reserved
[A member who is a natural person shall fulfil all the functions of the compliance officer and junior dealer referred to in rule 5.10: Provided that he may appoint the compliance officer of his clearing member to act on his behalf as his compliance officer.]

7.90  Trading times

7.90.1
[Trading on the ATS shall take place between 07:30 and 17:30 on every business day or, subject to the approval of the Registrar,  at such other times as the JSE may determine.] The ATS will operate on every business day according to standard periods and times as set out in the directives.

[7.90.2
The ATS shall be available for the allocation of trades, reporting of off-ATS trades or any other administrative purposes for fifteen (15) minutes after closing time.

7.90.3
The JSE may suspend the ATS at any time by giving 5 minutes notice on the screen specifying the expected duration of suspension and alternative methods of trading, if any.

7.90.4
The JSE may extend ATS trading times on any business day by giving 5 minutes notice on the ATS specifying the closing time for trading on that day.]

7.90.2
The Market Controller and any one member of the JSE Executive may decide that the agricultural products market or equity derivatives market be closed in the event that a fair and realistic market does not exist.  A fair and realistic market will be deemed not to exist after consideration of the percentage of members not able to access the ATS, their contribution to price formation and the reasons for such lack of access.
7.90.3
Despite any other provision of the derivatives rules or any directive and subject to rule 1.40, the JSE Executive, in accordance with prevailing circumstances, may –
7.90.3.1
reduce or extend the hours of operation of the ATS for any particular business day;
7.90.3.2
without prior notice to any person, halt or close the ATS for trading at any time and for any period;
7.90.3.3
without prior notice to any person suspend automated trading;
7.90.3.4
if there has been any failure of the ATS, for any reason, or if the ATS has been closed, suspended or halted, declare that a transaction executed through or by the ATS is void.  Such declaration is binding on the members who entered into such transaction and on the clients for or on whose behalf the transaction was executed; 
7.90.3.5
exercise such further powers and take such further action as may be exercised or taken by the JSE in terms of the derivatives rules and directives, and as may be necessary to resolve any issue which may arise from the closure, suspension, halt or failure of the ATS;  and
7.90.3.6
take such other steps as may be necessary to ensure an orderly market.
