Specialist Term Sheet

Definitions

Exchange	Futures Exchange that is regulated by the CFTC
e-Exchange:	Exchange branded many-to-many electronic marketplace.
Principal Platform:	Specialist backed one-to-many Exchange
Specialist:	Market maker that guarantees a minimum spread and price depth for certain products

       
1. Specialist Role

Specialist responsibilities

The Specialist will act as the Exchange’s market maker for yet to be determined Specified Products.

· Specialist will participate as a principal in transactions on Specified Products on the e-Exchange and on the Exchange.  

· Specialist will electronically post prices and volumes for the Specified Products to the Exchange database for real-time distribution to the e-Exchange and to the Exchange Floor.

· Specialist will have the right, but not the obligation, to electronically post prices and volumes for non-Specified Products to the e-Exchange and Exchange Floor.
 
· Specialist shall use commercially reasonable efforts to maintain a competitive bid/offer spread on the Specified Products.  Specialist will have sole discretion to widen the spread as required by market conditions. 

· Specialist will use commercially reasonable efforts to maintain a bid and an offer on the Specified Products during all hours that the Exchange is open for business.


Exchange responsibilities

The Exchange will host and operate an e-Exchange and a wireless system that will stream transactable prices and volumes to the Exchange Floor.

· Exchange will provide Specialist with the requisite real-time electronic interfaces that allow Specialist to communicate electronically with the e-Exchange and the Exchange Floor according to the specifications defined in Appendix A.

· Exchange will allow Specialist to transmit its price/volume indications to the e-Exchange and to the wireless devices on the Exchange Floor.

· Exchange will provide Specialist with the option to transmit e-Exchange price/volume orders to Specialist’s Principal Platform for both Specified Products and non-Specified Products.

· Exchange will provide Specialist with generic counterpart information on all transactions that Specialist is a party to (hedge fund, producer, consumer, speculator, etc.).

· Exchange will continue to operate its open outcry Exchange Floor.

2. Compensation

Specialist Compensation

· Exchange will give Specialist a 50% fill participation in any transaction in which Specialist has joined a bid or offer that trades.

· Exchange will give Specialist a 100% fill participation in any transaction in which another market participant has joined Specialist’s bid or offer that trades. 


Exchange Compensation

· Exchange will charge Specialist local clearing rates for all transactions on Specified Products in which Specialist’s posted price is either hit or lifted (passive trade).

· Exchange will charge Specialist the local clearing rates plus an exchange transaction fee for all transactions on Specified Products in which Specialist hits another market participants bid or lifts another market participants offer (proactive trading).

· Exchange will charge Specialist the local clearing rates plus an exchange transaction fee for all transactions on non-Specified Products.

· Exchange will charge third parties transacting on Specialist prices clearing and exchange transaction fees. 

3.  Exclusivity/Term

· Exchange will give Specialist an exclusive specialist role in the Specified Products for 2 years.   Specialist will have right of first refusal to extend this term based upon negotiated terms that will contemplate any proposals provided to the Exchange by an independent third party requesting the specialist role.

· If Exchange decides to offer a specialist role for any product to an independent third party whose line of business competes with the Specialist, its parent or any of its affiliated companies’ core businesses, Specialist will have the right of first refusal to assume the specialist role under the same terms and conditions offered to the independent third party.


APPENDIX A

Electronic Interfaces

The Electronic Interface between the Exchange and Specialist will accept the data format utilized by Specialist and allow the following:

· Specialist to post prices and volumes on the e-exchange and wireless devices
· Specialist to update prices and volumes transmitted through interface and replace all prior updates
· Exchange customers to initiate transactions with Specialist through the e-Exchange and wireless devices
· Specialist to inquire about successful and unsuccessful transactions.
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