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PUBLIC CONSULTATION ISSUED ON 25 OCTOBER 2007

The Singapore Exchange Limited (“SGX”) refers to the consultation document titled “Single
Stock Derivatives” issued on 25 October 2007 (“the Public Consultation™).

In the Public Consultation, SGX invited comments on proposed amendments to the SGX
Securities Trading Rulebook and the CDP Clearing Rulebook for the introduction of Single
Stock Derivatives Contracts (“SSD contracts™) on its securities market, SGX-ST.

Following feedback obtained during the consultation period, SGX is inviting additional
comments on two aspects of SSD contracts, namely:

(a) the criteria for adjustments to SSD contracts where the underlying security is the
subject matter of corporate action(s) (See Section 2); and

(b) settlement of SSD contracts through Depository Agents (See Section 3).

ADJUSTMENTS TO SSD CONTRACTS DUE TO CORPORATE ACTIONS IN THE
UNDERLYING

At paragraphs 7.1 and 7.2 of the Public Consultation, SGX noted that it may adjust the SSD
contract if its underlying security undergoes a corporate action and the Settlement Date of the
SSD contract falls after the book closure date (“BCD”) of the corporate action. The
adjustment will be made in accordance with guidelines which will be made publicly available
via the SGX website.

Factors in determining whether to make adjustments. The purpose of making adjustments to
the SSD contract is to reflect the impact of extraordinary corporate actions on the price of the
underlying security. The value of the SSD contract should, as far as practicable, be
commensurate with the contract value before the corporate action.

SGX does not intend to adjust SSD contracts in respect of corporate actions which are
generally anticipated by the market. For example, an ordinary dividend which does not
exceed five (5) percentage points of the prevailing price of the security at the point the
dividend is declared. In addition, SGX will take into consideration the cost of carry in its
decision on whether to make adjustments to SSD contracts.

Types of corporate actions where SSD contracts may be adjusted. Typical examples of
corporate actions in respect of the underlying where SGX may make adjustments to SSD
contracts include, but are not limited to, the following:

(a) special dividends;

(b) bonus share issues;

(c) stock splits;

(d) rights issues; and

(e) dividends which are greater than five (5) percentage points of the prevailing price of
underlying security of the SSD, immediately preceding the announcement of the
dividend.
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Phased approach for corporate action adjustments. SGX will be introducing methods of
corporate actions adjustments to SSD contracts in phases.

In Phase 1, depending on the nature of the corporate action in respect of the underlying, SGX
may bring forward the Last Trading Day (“LTD”) of the SSD contract. In such cases, the
SSD contract expires early and the LTD is brought forward to the market day before the ex
date for the corporate action. The SSD contract will be settled into the underlying on the
BCD. The buyer of the SSD contract will receive the underlying securities on BCD, and
consequently also the relevant entitlement(s) resulting from the corporate action. Where early
expiration occurs for an SSD contract, SGX may also list a new SSD contract with an
obligation to deliver or take delivery of the underlying on an ex basis, to replace the expired
SSD contract.

[See Appendix A for examples of adjustment for corporate actions in Phase 1].

Phase 2 of the SSD contract is targeted to be in place at the end of 2008. In Phase 2, in
addition to the possibility of bringing the LTD forward, SGX may make one or more of the
following adjustments to the SSD contract:

(a) amend the quantity of underlying security to be delivered (for example, an issue of
bonus shares);
(b) amend the price of the SSD contract (for example, a stock split);

(c) amend the underlying securities to be delivered (for example, if the underlying is
subject to a merger and acquisition); and
(d) where applicable, amend the contract on such other terms as the relevant SSD

Contract Specifications provide.

[See Appendix B for examples of adjustment for corporate actions in Phase 2].

The appropriate methodology for the adjustment of an SSD contract in respect of each
corporate action will be determined by SGX and set out in guidelines. For corporate actions
which do not fall within the categories stated at paragraph 2.4, such as for reverse stock splits,
share cancellation, or combination of stock splits and special dividends, SGX retains the
discretion to determine the necessity of and the appropriate method of adjustment(s).

SGX proposes to establish a Corporate Actions Adjustment Review Committee (“CAARC”)
to make such determinations and to ensure, as far as practicable, that the adjusted SSD
contract is comparable to its contract value before the corporate action. The CAARC is
expected to include industry practitioners and SGX subject matter experts. It is envisaged
that the CAARC would generally adopt the method for corporate action adjustment that is
consistent with the methods used by international exchanges on their markets.

SGX will typically give prior notification to the market (via the SGX website and by Member
Circular) of the type and date of the adjustments to the relevant SSD contract. See proposed
SGX-ST Rule 19.10.5(2).

SETTLEMENT OF SSD CONTRACTS THROUGH DEPOSITORY AGENTS

At paragraph 10.3 of the Public Consultation, SGX stated that it will not be facilitating the
settlement of SSD contracts through Depository Agents at this stage. If there is sufficient
interest, SGX is prepared to review the availability of settlement for SSDs through Depository
Agents, particularly on a DVP basis.
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SGX invites further comments, particularly from institutional investors, on the level of
interest in SSD contracts. SGX will take this feedback into consideration for the introduction
of SSD contracts on its securities market, and future enhancements thereof.

REQUEST FOR COMMENTS

We seek your comments on the proposals as set out in Sections 2 and 3. In particular, we
would also like your views, if any, on the following issues:

(@

(b)

©

(d)

(©

what are your views on our proposed approach to handle certain corporate action(s) in
respect of underlying securities of SSD contracts in Phase 1, by bringing forward the
LTD? Would an adjustment by way of bringing forward the LTD raise any concerns
from your perspective?

what are your views on the proposed criteria that must be met before adjustment for
corporate action will take place? Are there any other criteria which SGX should
consider?

what are your views on our proposed approach to handle corporate action(s) in Phase
2? In particular, what are your views on the proposed methodologies for deriving the
quantity of underlying securities to be delivered, and the contract value of the SSD
contract as set out in Appendix B?

what other appropriate methodologies should SGX consider in handling corporate
actions in the underlying securities? Please state reasons.

do you have any concerns in relation to the fact that settlement through Depository
Agents will not be facilitated at this stage?

During this further consultation period, SGX will accept any additional comments from the
market in respect of the Public Consultation issued on 25 October 2007.

PROCEDURE AND DEADLINE TO SUBMIT COMMENTS

Written submissions are to be sent to the Exchange through email and either by post/courier
or by fax:

Email: rules@sgx.com
AND

Post/Courier:  Singapore Exchange Limited
2 Shenton Way, SGX Centre 1

#27-00,

Singapore 068804
Attn: Chng Hwee Chin, Regulatory Policy
Fax: 65355573

Comments should be organized in the following manner:

(@)
(b)
©
(d)

cover page;
statement of interest
table of contents;
summary of major points;
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(e) comments; and
® conclusion.

Supporting material may be placed in an annex. All submissions should be clearly and
concisely written, and should provide a reasoned explanation for any proposed revision to the
rules. Where feasible, participants should identify the specific rule on which they are
commenting. In any case in which a participant chooses to suggest revisions to the text of the
rules, the participant should state clearly the specific changes to the text that they are
proposing.

All submissions should be made on or before 7 December 2007. Submissions must be
submitted in both hard and soft copies (in Microsoft Word format) and font size should be no
smaller than Times New Roman 11pt. Participants submitting comments should include their
personal/company particulars as well as their correspondence address, contact numbers and
email addresses on the cover page of their submissions.

SGX reserves the right to make public all or parts of any written submission and to disclose
the identity of the source. Participants may request confidential treatment for any part of the
submission that the participant believes to be proprietary, confidential or commercially
sensitive. Any such information should be clearly marked and placed in a separate annex. If
SGX grants confidential treatment, it will consider the comments but will not publicly
disclose the information. If SGX rejects the request for confidential treatment, it will return
the information to the party that submitted it and will not consider the information as part of
its review. In the interests of market transparency, participants should limit any request for
confidential treatment of information submitted. SGX will not accept any submission that
requests confidential treatment of all, or a substantial part, of the submission.



APPENDIX A

SSD PHASE 1 — EARLY EXPIRATION

CORPORATE ACTION: COMPANY DECLARES DIVIDEND IN UNDERLYING SHARES

Example 1.1 — Percentage of ordinary dividend is not more than 5% of underlying share
price on date of announcement of dividend
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Example 1.2 — Percentage of ordinary dividend is more than 5% of underlying share price
on date of announcement of dividend
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Example 1.3 — Special dividend
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APPENDIX B

SSD PHASE 2 - VARIOUS ADJUSTMENTS AVAILABLE

CORPORATE ACTION: COMPANY DECLARES DIVIDEND IN UNDERLYING SHARES

Example 2.1 — Percentage of ordinary dividend is not more than 5% of underlying share
price on date of announcement of dividend
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Example 2.2 — Percentage of ordinary dividend is more than 5% of underlying share price
on date of announcement of dividend
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Example 2.3 — Special dividend
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SSD PHASE 2

CORPORATE ACTION: COMPANY ANNOUNCES STOCK SPLIT

Example 2.4 — Company announces 2-for-1 stock split and SGX amends the quantity of
underlying shares to be delivered
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SSD PHASE 2

CORPORATE ACTION: COMPANY ANNOUNCES BONUS SHARE ISSUE

Example 2.5 — Company announces bonus share issue and SGX amends the quantity of
underlying shares to be delivered
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