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Informace poskytované Klientovi na zakladé:

e zdkona €. 256/2004 Sb., o podnikani na kapitalovém trhu, ve znéni pozdéjsich predpist
(,LZKPT")

e smérnice ¢. 2014/65/EU o trzich finanénich nastrojd (,MiFID 11”)

e nafizeni (EU) 2017/565, kterym se doplruje MiFID Il, pokud jde o organiza¢ni pozadavky
a provozni podminky investi¢nich podnikli a o vymezeni pojmu pro Gcely zminéné smérnice
(,Provadéci nafizeni k MiFID II"), a

e relevantnich vykladovych stanovisek a opatfeni CNB.

Uéel dokumentu

Ustanoveni § 15| odst. 3 ZPKT pozaduje, aby spole¢nost 42 Financial Services a.s. (,42FS") zavedla
a udrzovala interni pravidla pro provadéni pokynt Klientl za nejlepsich podminek. Ustanoveni ¢l. 66(3) az
(9) Provadéciho nafizeni k MiFID Il pak vyzaduji, aby 42FS svym Klientim o téchto pravidlech poskytla
vybrané informace.

Ugelem tohoto dokumentu (,Politika provadéni pokyn(“) je v souladu s Provadécim nafizenim k MiFID Il
informovat Klienty o zavedenych pravidlech pro provadéni pokyn( za nejlepsich podminek, a to v oblasti:
e investi¢nich sluzeb pfijimani, pfedavani a provadéni pokyn( Klienta (Prvni ¢ast Politiky)
e investi¢ni sluzby provozovani organizovaného obchodniho systému (,0TF") (Druha ¢ast Politiky)

Zakladni zasady Politiky provadéni pokynt

Pri poskytovani svych sluzeb 42FS podnika vSechny potifebné kroky k provedeni obchodl Klienta za
nejlepsich podminek. To neznamen3, ze 42FS pfi kazdé prilezitosti dosahne nejlepsi mozny vysledek pro
Klienta, ale Ze pribézné a systematicky uplatiiuje sva pravidla provadéni pokyn( uvedené v této Politice a
zdaroven pravidelné ovéruje, Ze jsou tato pravidla efektivni a funkeni.

Zamérem 42FS je, pokud je to mozné, uplatfiovat konzistentni standardy a provozovat stejné procesy na
vSech trzich, Klientech a v ramci vSech investi¢nich nastroji na kterych, nebo ve vztahu ke kterym 42FS
pusobi.

Zamérem 42FS je rovnéz, pokud je to mozné, poskytnout véem svym Klientim pfistup k cenam
obchodovanych investi¢nich nastrojl na nediskrimina¢nim zakladé. Nicméné rozmanitost na téchto trzich
a nastrojich, to, co 42FS vi o obchodnich zdmérech Klienta, a druh pokyn(, které mize Klient zadat,
znamenaji, Ze ve vztahu ke kazdé konkrétni transakci budou muset byt zohlednény rizné faktory.

42FS provadi klientské pokyny spravedlivé a v nejkratSim moZném cCase. Srovnatelné pokyny jsou
provadény v poradi, v jakém je 42FS pfijala, neni-li s ohledem na povahu daného pokynu divodny jiny
postup.

Osobni pisobnost Politiky provadéni pokynii

42FS poskytuje své investicni sluzby vyhradné zplsobilym protistrandm; v ojedinélych pfipadech neni
vylouéeno poskytovani sluzeb profesionalnim zakaznikim. Neprofesiondlnim zékazniklim 42FS investi¢ni
sluzby neposkytuje (srov. také dokument ,Kategorizace klienta“ a ,Prfedobchodni informace pro
poskytovani investi¢nich sluzeb”).

V pfipadé Klient(, ktefi jsou zpUsobilé protistrany, se Politika provadéni pokyni neuplatni.
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V pripadé Klient(, ktefi jsou profesiondlnimi klienty, plati ohledné poskytovani investi¢nich sluzeb ze strany
42FS nasledujici predpoklady:
e obchody jsou provadény vyhradné z iniciativy Klienta a na zakladé jeho svobodného uvazeni; 42FS
neprovadi obchody bez konkrétniho pokynu klienta,
¢ na velkoobchodnich trzich s dluhopisy a derivaty, na kterych 42FS plsobi, je béZnou trzni praxi, ze
kupujici i prodavajici oslovi se Zadosti o cenovou kotaci vicero broker a/nebo obchodnich mist,
a
e cenova transparentnost trhu je vysoka.

Na zakladé téchto predpokladi a zvefejnéného postoje Evropské komise' 42FS pfedpoklada, Ze i Klienti,
ktefi jsou profesiondlni Klienti, patfi mezi sofistikované ucastniky velkoobchodnich trhl. S ohledem na to
42FS predpoklada, ze takovi Klienti od 42FS neocCekdvaji uplatnéni povinnosti provadét pokyny za
nejlepsich podminek.

V pfipadé Klient(, ktefi jsou profesionalni zakaznici, se proto Politika provadéni pokynl neuplatni, ledaze:
e v konkrétnim pfipadé ma 42FS za to, ze vySe uvedené predpoklady nejsou spinény, nebo
e Klient informuje 42FS, Ze uplatnéni Politiky provadéni pokyn(i ocekava.

Vécna puisobnost Politiky provadéni pokynt

42FS poskytuje svym Klientdm ndasledujici investiéni sluzby (srov. také dokument ,Pfedobchodni
informace pro poskytovani investicnich sluzeb®):
e pfijimani a pfedavani pokyni tykajicich se investi¢nich néstrojl (§ 4 odst. 2 pism. a) ZPKT)
e provadéni pokynu tykajicich se investi¢nich nastroji na Gcet zékaznika (§ 4 odst. 2 pism. b) ZPKT)
e provozovani OTF (§ 4 odst. 2 pism. g) ZPKT)

Za poskytnuti investi¢ni sluzby se povazuje i predbézné sjednédvani obchodl (,name passing”), jak je blize
popsano v Pfiloze €. Il. Produkty, ke kterym 42FS poskytuje sluzby, jsou dostupné na webu www.42fs.com
v dokumentu ,Product Schedule”.

Tato Politika provadéni pokyni se uplatni pouze na vy$e jmenované investicni sluzby, a pouze, pokud jsou
poskytovany ve vztahu k investi¢nim ndastrojim ve smyslu § 3 ZPKT a Prilohy €. I.

Pokud Klient udéli 42FS v ramci pokynu specifické instrukce, 42FS bude tyto instrukce respektovat
v nejvyssi mozné rozumné ocekdavatelné mife a provede pokyn podle téchto instrukci. V aspektech, v
kterych se tyto instrukce tykaji povinnosti stanovenych v této Politice provadéni pokynd, se povinnosti
provadéni pokyn( za nejlepsich podminek budou povazovat za spinéné.

Klient tedy bere na védomi, Ze v rozsahu, ve kterém udéli 42FS specifické instrukce, maji tyto instrukce
prednost pred pravidly podle Politiky provadéni pokynd.

Na zéakladé této Politiky provadéni pokynd nevznikaji 42FS jakékoli fiduciarni povinnosti nad rdmec
specifickych regulatornich povinnosti, kterym se 42FS musi fidit, nebo které mohou vzniknout na zakladé
smlouvy uzaviené mezi 42FS a Klientem. Klient se nezbavuje zodpoveédnosti za své vlastni investi¢ni
rozhodovani a 42FS nebude odpovédna za Zadné ztraty, které Klient utrpi v disledku téchto rozhodnuti.

Politika provadéni pokynt nezaklada Klientim zadna dodateéna prava nad ramec povinnosti vyplyvajicich
z pravnich predpist a relevantni smluvni dokumentace.

T CESR Q&A on Best Execution under MiFID, Priloha, s. 22. Dostupné zde:
https://www.esma.europa.eu/sites/default/files/library/2015/11/07_320.pdf

FINANCIAL
SERVICES


http://www.42fs.com/
https://www.esma.europa.eu/sites/default/files/library/2015/11/07_320.pdf

Struktura Politiky provadéni pokyn(i

Tato Politika provadéni pokyn ma kromé Gvodni spolecné ¢asti tyto dvé oddélené ¢asti:
e Prvni Cast se tyka investicnich sluzeb pfijimani a predavani pokynt a provadéni pokyn( (souhrnné
,brokerské sluzby").
e Druha ¢ast se tyka investic¢ni sluzby provozovani OTF.

Ustanoveni spoleCné Casti se tykajici jak brokerskych sluzeb, tak provozovani OTF.

Platby tretich stran (pobidky)

42FS neobdrzi od treti strany zadnou odménu, slevu nebo jinou (i nepenézni vyhodu) (,pobidku”) za
smérovani pokynl klientd do konkrétniho prevodniho mista, které by porusovaly néktery z pozadavki
tykajicich se jednani v nejlepsim zajmu Klienta a stretll zajma.

V pfipadé, Ze 42FS obdrzi pobidku, ktera neporusuje pozadavky na jednani v nejlepSim zajmu Klienta a na
strety zajm{, bude 42FS Klienty o této pobidce informovat na zékladé jejich zadosti.

Monitoring, pfezkum a reporting Politiky

42FS provadi pravidelnou revizi této Politiky, aby zajistila jeji aktualnost a uCinnost. Revize se tyka
samotnych postupu této Politiky, jakoz i seznamu Prevodnich mist.

Revize probiha nejméné jednou za kalendarni rok, a také v pfipadé vyznamnych udalosti, jako jsou zmény
regulace, vyznamny trzni vyvoj, technologické inovace nebo zmény obchodni politiky 42FS.

Pokud budou vramci revize zjiStény nedostatky, 42FS pfijme odpovidajici zmény Politiky. O téchto
zménach budou vsichni Klienti informovani prostfednictvim uverejnéni aktualizovaného znéni této Politiky
na webu www.42fs.com.

42FS implementovala robustni vnitfni organizacni systém a postupy pro zajisténi ucinnych revizi této
Politiky.

Informovani Klientu

Pokud Klient predlozi pfimérenou a odlivodnénou Zadost o podrobnéjsi informace ohledné Politiky
provadéni pokynl nebo o prokazani, ze 42FS se touto Politikou pfi provadéni obchodu fidila, 42FS se
zavazuje Klientovi odpovédét radné a v primérené Ihité.

Prvni ¢ast — Politika provadéni pokynu pfi brokerskych sluzbach

Uvod
Povinnost provadét pokyny za nejlepSich podminek v pfipadé brokerskych sluzeb spociva v povinnosti

42FS systematicky uplatiiovat pravidla provadéni pokynd uvedené v této Politice a pravidelné ovérovat
jejich tcinnost a funkénost.

Faktory provadéni pokynt za nejlepsich podminek
Za ucelem provedeni pokynu zadaného v elektronické platformé za nejlepSich podminek 42FS bere do
uvahy tyto faktory:
e cena - samotna cena investicniho nastroje
e naklady a poplatky — zahrnuji vnéjsi explicitni naklady (napf. burzovni nebo clearingové poplatky),
vnitini explicitni naklady (poplatky a naklady uplatfované ze strany 42FS) a implicitni naklady
(napf. mozny trzni dopad pokynu na cenu)
¢ rychlost — zahrnuje rychlost provedeni a vyporadani pokynu
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¢ pravdépodobnost — pravdépodobnost, ze pokyn bude Uspésné proveden a vyporadan

¢ objem - velikost pokynu mize mit vliv na cenu investi¢niho nastroje; blokové obchody vyporadané
na burze nebo pozice vétsi, nez standardni trzni velikost mohou byt pfekroéeny v urcité fazi dne
obchodovani nebo mohou zlstat pro vétSinu Ucastnikd trhu anonymni; pokud neni Klientem
nafizeno jinak, 42FS ukaze cenu a velikost pouze stranam, o kterych se domniva, ze mohou mit
zajem na provedeni nebo prekroceni takové pozice

e povaha — povaha obchodu nebo jakakoliv jiny aspekt obchodu, ktery mize ovlivnit naplnéni
povinnosti provadét pokyn za nejlepSich podminek

Za Ucelem provedeni pokynu zadaného telefonicky za nejlepSich podminek 42FS bere do uvahy i
nasledujici dodateéné faktory:
e seznam schvalenych protistran poskytnuty Klientem

e povaha trhu a investi¢niho néstroje
e obsah pokynu a jakékoliv specifické instrukce Klienta

Metody nakladani s pokyny

42FS prijima pokyny Klienta telefonicky (vcetné elektronické textové komunikace) nebo prostrednictvim
elektronického obchodniho systému. Konkrétni podminky pfijimani pokynl jsou uvedeny ve smluvni
dokumentaci s Klientem.

42FS mUze s pfijatym pokynem Klienta nakladat nasledujicimi dvéma zplsoby:
e pfedani pokynu jinému obchodnikovi s cennymi papiry za GCelem zajisténi jeho provedeni timto
obchodnikem s cennymi papiry, nebo
e provedeni pokynu jeho pfedanim do obchodniho systému nebo jinému prevodnimu mistu

Prevodni mista

42FS mUze obecné provadét pokyny na nasledujicich prfevodnich mistech:

e OTF provozovany 42FS

e regulovany trh (burza) (RM)

e mnohostranny obchodni systém (MTF)

e OTF

e systematicky internalizator (SI)

e tvlrce trhu

e jiny poskytovatel likvidity
klientska zakladna 42FS na mimoburzovnich trzich (OTC) (za podminky souhlasu Klienta, viz nize)
nize)

Konkrétni prevodni mista jsou uvedena v pfiloze €. I.

Vybér prevodniho mista

Pri vybéru prevodniho mista a se zohlednénim faktor( provadéni pokyn( za nejlepsich podminek bere 42FS
do Uvahy nasledujici faktory:
o likvidita a cena — cilem 42FS je vybirat prevodni mista, které poskytuji pfijatelnou Uroven cen
a likvidity; uplatni se predpoklad, Zze mista s vy$Sim trznim podilem maji pfijatelnéjsi droven cen a
likvidity
e kreditniriziko ariziko vyporadani — 42FS vybira pouze takova prevodni mista, kterad s dostatecnou
mirou pravdépodobnosti zajistuji vhodné podminky pro vyfeSeni chybné vyporadanych nebo
nevyporadanych obchodu
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e model fungovani prevodniho mista a infrastruktura — prevodni misto musi mit dostatecné
robustni a funkéni technickou infrastrukturu vyporadani
¢ rychlost, pristup a pravdépodobnost vyporadani — faktor rychlosti a pravdépodobnosti vyporadani

Roc¢ni shrnuti k prevodnim mistim

42FS kazdorocné do 30. dubna dal$iho roku na svém webu www.42fs.com uverejnuje informace vztahujici
se ke kazdé tfidé investi¢nich nastroji ohledné péti nejvétsich prevodnich mist, kde byly pokyny Klientt v
predchozim roce provadény. Shrnuti bude obsahovat informace o kvalité provedeni, kterou 42FS ziskala.

Nékteré vyhrady a podminky provadéni pokynt
Provadét pokyny na OTC trzich mlze 42FS pouze po predchozim souhlasu klienta.
Na trzich, na kterych 42FS pUsobi, dochdazi k ¢astému stfidani obdobi zvySeného a snizeného

obchodovani. Obchodovani se tyka rliznych dob splatnosti (durace) a rlznych casti krivek. Posledni
obchodovana cena proto nemusi byt vZdy k dispozici nebo fungovat jako spolehlivy ukazatel aktudlni ceny.

42FS Klientovi nepovoli obchodovéni, pokud neni pfiméfené presvédcena, ze Klient (sdm nebo
prostiednictvim svého zmocnénce) spliiuje provozni a organizacni predpoklady pro fadné vyporadani
obchodu.

42FS nijakym zplGsobem neni schopna kontrolovat nebo ovlivnit naklady na Gvér jednoho Klienta druhému
ani poskytnuti a pfijeti Gvéru mezi Klienty.

Poplatky za brokerské sluzby se mohou mezi Klienty liSit v zavislosti na konkrétni dohodé s Klientem a
urovni jeho aktivity v ramci sluzeb 42FS.

Druha ¢ast — Politika provadéni pokynu pfi provozovani OTF

Uvod
Povinnost provadét pokyny za nejlepSich podminek v pfipadé provozovani OTF spociva v povinnosti 42FS

systematicky uplatfiovat pravidla provadéni pokyn( na OTF uvedené v této Politice a Rulebook pravidelné
ovérovat jejich Ucinnost a funkénost.

Pravidla provadéni pokynl za nejlepsich podminek se vztahuji na rozhodovani 42FS v téchto dvou
situacich:
e pfi rozhodovani, zda 42FS, kdy a v jakém rozsahu zadad nebo stdhne pokyn Klienta do/z OTF
provozovaném 42FS, a
e pii rozhodovani, zda sparovat pokyn Klienta zadany v OTF provozovaném 42FS se
zadanym pokynem jiného Klienta, kdy a v jakém rozsahu.

(dale také jako ,zaddvani a parovani pokyni za nejlepsich podminek®).

Faktory zadavani a parovani pokynt za nejlepsich podminek

Za Ucelem zaddavani a parovani pokyni za nejlepsich podminek 42FS bere do uvahy tyto faktory:
e cena — samotnd cena investi¢niho nastroje
e naklady a poplatky — zahrnuji vnéjsi explicitni naklady (napf. burzovni nebo clearingové poplatky),
vnitfni explicitni naklady (poplatky a ndklady uplatiiované ze strany 42FS) a implicitni néklady
(napf. mozny trzni dopad pokynu na cenu)
e rychlost — zahrnuje rychlost sparovani pokynu
¢ pravdépodobnost — pravdépodobnost, ze pokyn bude Uspésné sparovan
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e objem - velikost pokynu mize mit vliv na cenu investi¢niho nastroje; blokové obchody vyporadané
na burze nebo pozice vétsi nez standardni trzni velikost mohou byt prekroceny v uréité fazi dne
obchodovani nebo mohou zlstat pro vétSinu Ucastnikl trhu anonymni; pokud neni Klientem
nafizeno jinak, 42FS ukaze cenu a velikost pouze stranam, o kterych se domniva, ze mohou mit
zajem na provedeni nebo prekroceni takové pozice

e povaha - povaha obchodu nebo jakakoliv jiny aspekt obchodu, ktery mize ovlinit naplnéni
povinnosti zadavat a parovat pokyny za nejlepSich podminek

e pripadny seznam schvalenych protistran poskytnuty Klientem

e povaha trhu a investicniho nastroje

e obsah pokynu a jakékoliv specifické instrukce Klienta

Metody nakladani s pokyny

42FS prijima pokyny Klienta telefonicky (véetné elektronické textové komunikace) nebo prostrednictvim
elektronického obchodniho systému. Konkrétni podminky pfijimani pokyn( jsou uvedeny ve smluvni
dokumentaci s Klientem.

42FS provede pokyn Klienta sparovanim pokynu zadaného na OTF provozovaném 42FS s pokynem jiného
Klienta zadaném na stejném OTF.

Prevodni mista

42FS mze provést pokyny Klienta na nasledujicich prevodnich mistech:
e OTF provozovany 42FS

Vybér prevodniho mista

S ohledem na to, Ze 42FS vyuziva jako prevodni misto pfi provozovani OTF pouze sv(j vlastni OTF,
neuplatnuje faktory pro vybér nejvhodnéjsiho prevodniho mista. Povinnost zadavani a parovani pokynt za
nejlepSich podminek se projevi pouze pfi rozhodovani, zda, kdy a v jakém rozsahu pokyn Klienta

e zadat do nebo stahnout z OTF, a

e sparovat s pokynem jiného Klienta v ramci daného OTF.

Nékteré vyhrady a podminky zadavani a parovani pokynt za nejlepsich podminek

Na trzich, na kterych 42FS pUsobi, dochazi k ¢astému stfidani obdobi zvySeného a snizeného
obchodovani. Obchodovani se tyka rliznych dob splatnosti (durace) a rlznych casti krivek. Posledni
obchodovana cena proto nemusi byt vzdy k dispozici nebo fungovat jako spolehlivy ukazatel aktudlni ceny.

42FS Klientovi nepovoli obchodovani, pokud neni pfiméfené presvédcena, ze Klient (sdm nebo
prostfednictvim svého zmocnénce) splfiuje provozni a organizacni predpoklady pro fadné vyporadani
obchodu.

42FS nijakym zplGsobem neni schopna kontrolovat nebo ovlivnit ndklady na Gvér jednoho Klienta druhému
ani poskytnuti a pfijeti Gvéru mezi Klienty.

Poplatky za provozovani OTF se mohou mezi Klienty liSit v zavislosti na konkrétni dohodé s Klientem a
urovni jeho aktivity v rdmci sluzeb 42FS.
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ICE - Intercontinetal Exchange, Inc

e Power forwards

e Natural Gas forwards
e Options

e EUA spot + forwards

EEX - European Energy Exchange AG

e Power forwards

¢ Natural Gas forwards
e EUA spot +forwards
e Options

HUDEX - Hungarian Derivative Energy Exchange

e Power forwards
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Hlavni Cinnosti 42FS je poskytovat pfistup k mimoburzovnim a/nebo burzovné obchodovanym
pooltm likvidity napfi¢ celou $kalou tiid aktiv a jejich pfidruzenych derivatd. Cinnost 42FS se obvykle
odehrava na velkoobchodnich finanénich trzich, které zahrnuji hotovostni vklady, finanéni derivaty,
cenné papiry, akcie, komodity, energie a kredit.

Primarni funkci 42FS je vykonavat ¢innost jako zprostiedkovatel, jehoz prostfednictvim mohou
ucastnici velkoobchodniho trhu sladit své obchodni potfeby a v navaznosti na to uzavirat obchody
s dal$imi ucastniky velkoobchodniho trhu.

42FS provadi tuto ¢cinnost ve tfech regulatornich rezimech:

e jako obchodnik s cennymi papiry poskytujici investi¢ni sluzbu pfijimani a pfedavani pokyna
tykajicich se investi¢nich nastrojl, a dale investi¢ni sluzbu provadéni pokynl tykajicich se
investicnich nastroj(,

e jako provozovatel organizovaného obchodniho systému (OTF), na kterém se obchoduji
investi¢ni nastroje a také tzv. REMIT carve-out nastroje, a

e jako obchodnik s cennymi papiry zprostfedkujici obchody s nastroji, které nejsou investicni
nastroje.

Konkrétni regulatorni rezim zdavisi na typu obchodovaného ndastroje, véetné zplisobu jeho vyporadani
a smlouvé s Klientem. 42FS neobchoduje s Klienty na vlastni Gcet.

Obchodovani probihd na zakladé principu nezavislosti (,arms-length”), kdy Klienti 42FS sami
odpovidaji za posouzeni adekvatnosti ceny a dalsich podminek obchodu a nespoléhaji na radu 42FS.
Protistrany na téchto trzich jsou obvykle sofistikovani velkoobchodni G¢astnici, mezi nichz patfi
clearingové ainvesti¢ni banky, obchodnici s cennymi papiry a jiné finanéni instituce, subjekty
verejného sektoru, vyrobci a obchodnici s energetickymi komoditami apod. Klienty 42FS v zadném
pripadé netvofri retailovi investofi ve smyslu MiFID/ZPKT.

Vétsina cinnosti 42FS spocivda v parovani obchodl s rychle se pohybujicimi nabidkovymi
a poptavkovymi cenami. Vyjadreni zajmu o obchod, pokyny a obchodni ceny 42FS od Klientl pfijima
a Klientdm sdéluje prostrednictvim riznych médii (jak je dohodnuto ve smluvnich podminkach),
véetné telefonu, elektronickych instant messengerd, elektronické obrazovky nebo elektronického
obchodniho systému.

42FS poskytuje informace o cendch na zakladé skutecného obchodovani, stavl pokyni a vyjadreni
zajmu. 42FS ma v umyslu poskytnout svym Klientlim co nejpfesnéjsi pohled na aktudlni cenové
hladiny, nicméné pokud neni zaddan existujici pokyn, skute¢né obchodovani za zobrazené ceny nemusi
byt mozné.

V kontextu kazdého trhu 42FS komunikuje se svymi Klienti, zda jsou nabidkové ceny na tomto trhu
.pevné” nebo "orientacni". Ve vétsiné pfipadl, pokud neni Klient informovan ze strany 42FS jinak,
predstavuji informace o trznich cenach poskytované ze strany 42FS skute¢né obchodovatelné ceny
zaloZené na objednavkach/pokynech protistran a trznich informacich, které ma 42FS k dispozici.

42FS se snazi sparovat pokyny Klientl s pfikazy jinych protistran dostupnych na trhu. Ve vétsiné
pripadl to znamena, Zze 42FS muze Klientovi poskytnout pfistup pouze ke zdrojim likvidity téchto
jinych protistran a informace o cendch a pokynech pfedavat mezi Klientem a dal$imi protistranami.
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Bude-li 42FS pozadana Klientem, mize obchody jménem tohoto Klienta pfedjednat sama, a to bud’
na zakladé ceny nebo jiné instrukce zadané Klientem.

Neni-li Klientovi pfed obchodovanim sdéleno jinak, vSechny pokyny k obchodovani budou
obchodovany na zakladé prioritizace faktoru ceny a rychlosti. Klientlm bude k dispozici také
zobrazeni celé hloubky trhu.

Provedeni obchodu probiha na zakladé aktivniho prijeti nabidky jinym uzivatelem obchodniho
systému. Pravidla pfistupu do systému, metodologie obchodovani, popis obchodovanych nastrojl a
kreditni parametry jsou stanoveny v uzivatelskych pravidlech relevantnich pro dany trh/zplGsob
obchodovani.

Zpristupnované a obchodované ceny nezahrnuji odménu 42FS. Poplatky 42FS za poskytované sluzby
jsou specifikovany ve smlouvé s Klientem.

Obchodni modely

Existuji tfi zakladni modely ¢innosti 42FS:
e ,Name Passing” (zprostredkujici broker)
e ,Matched Principal” (zprostfedkovani obchodovanim na vlastni Gcet)
¢ ,Exchange Give-Up*“

42FS provozuje modely ,Name Passing“ a ,Exchange Give-Up“. 42FS neprovozuje obchodni model
»Matched Principal®.

i. Name passing

Jde o tradi¢ni obchodni model, ktery provozuje i 42FS. Cilem je dohodnout podminky obchodu mezi
dvéma protistranami.

42FS rozSifuje mezi Uc¢astniky trhu informace o nabidkovych a poptavkovych cendch a objemech.
U obchod( sjednavanych telefonicky je uéastnik informovan, zda jde o ,pevnou”, nebo ,indikativni“
cenu, a kone¢nou cenu si vzdy potvrdi s42FS. U obchodli provadénych prostifednictvim
elektronického systému jsou ceny a objemy uvedené v systému obvykle pevné a jsou obchodovatelné
bez dalsi komunikace s 42FS.

Jakmile je dohodnuta cena, objem a pfipadné dalsi podminky obchodu, a to prostfednictvim dalsi
konverzace s 42FS, 42FS uverejni jména protistran. Mezi protistranami vznikd dvoustranna dohoda,
jejiz vyporadani je odpovédnosti protistran, nikoliv 42FS. 42FS fakturuje poplatek za své sluzby
zprostredkovani.

Name passing — pfiklad:
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Krok 1 e A42FS  poskytuje  Klientidm

pfistup do obchodniho systému
\ e 42FS poskytuje Klientdm na
anonymni  bdazi informace

o aktualni trzni cené na zakladé

vyjadifeného zajmu obchodovat
jednotlivych Klientd

Krok 2 e vpfipadé, ze zdjem uzavfit
@ @ obchod sdéli 42FS dva nebo
vicero Klientl, 42FS verifikuje

cenu, objem a pripadné dalsi
podminky obchodu

Krok 3 e Jeli obchod protistranami
potvrzen, 42FS uvefejni jména
Klientd

e Poté vznika bilaterdlni obchod
mezi dvéma Klienty a 42FS

odstupuje z obchodniho
procesu
e A42FS zasila konfirmaci

obchodu obéma Klientdim

Krok 4 e na konci mésice 42FS zasila

@ @ fakturu  obéma  Klientim
v zavislosti na  smluvnich
podminkach

v
A

ii.  Matched Principal

Tento obchodni model 42FS neprovozuje. Broker vtomto obchodnim modelu vystupuje pfi
zprostredkovani obchodu jako skutecna protistrana obou klientd — tj. ma roli nakupujiciho ve vztahu
k prodavajicimu, a roli prodavajiciho ve vztahu k nakupujicimu.

Jelikoz ve vztahu k obéma klientdm vystupuje jako protistrana broker, klienti se navzajem nedovi
identitu své protistrany. Volba tohoto obchodniho modelu byva zdlvodnéna pravé takovym zajisténim
anonymity a divérnosti protistran. Broker mize navic pokyny jednotlivych klientll sdruZovat a zajistit
tak lepsi cenové podminky.

Broker vtomto modelu obchoduje vzdy pouze, pokud existuje sdéleny zajem obou protistran o
obchod. Broker neobchoduje na vlastni Gicet pouze s jednou protistranou, ani nedéla jiné spekulativni
obchody na vlastni ucet.

FINANCIAL
SERVICES



Matched principal - pfiklad:

Krok 1

L

Broker poskytuje  klientim
pfistup do obchodniho systému

Broker poskytuje klientdm na
anonymni  bdazi informace
o aktualni trzni cené na zakladé
vyjadieného zajmu obchodovat
jednotlivych Klientl

Krok 2

Klient B/burza

Pfi OTC obchodech a zajmu
dvou a vice klientd broker
verifikuje cenu, objem a dalsi
podminky obchodu

PFi burzovnich obchodech musi
byt dan pevny klientsky pokyn
pred tim, nez je proveden jeho
zadanim na burzu

Krok 3

T 4
\
\

/
/

Broker

Pokud je broker dostatecné
prfesvédcen o tom, ze obchod
bude proveden, potvrdi ho
obéma klientim

Broker zasila konfirmaci
obchodu obéma klientdm

Krok 4

> 4
\ /
\ /

\ Broker /

Vyporadani mezi brokerem a
kazdym zklientd probihd na
zakladé trzni praxe
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iii.  Exchange Give-Up
42FS tento obchodni model provozuje.

Broker sdéluje Klientdm informace o cenach a objemech. Po obdrzeni pokynu k obchodu od Klienta
zada broker tento pokyn na derivatovou burzu (svym jménem, pokud je sam ¢lenem, nebo jménem
jiného ¢lena burzy). Po provedeni obchodu se broker ,vzdd"“ své pozice ve prospéch Klienta
prostrednictvim clearingu dané burzy.

V tomto modelu je broker vystaven hlavni pozici pouze béhem dne, dokud obchod neprfevezme Klient.
Na konci dne tedy broker nemé zadnou otevienou pozici. Uselem je usnadnit obchodovéni Klienta na
burze.

Derivace tohoto obchodniho modelu spociva v tom, ze jsou OTC obchody zadavany na burzu, aby byl
Klientim poskytnut proces vyporadani prostfednictvim Ustiedni protistrany (CCP).

e Broker poskytuje klientim na
zadost informace o aktudlni
trzni cené a objemech na
pfislusné burze

Broker
_ e Vpfipadé pokynu klienta

broker zadava pokyn na burzu

Exchange Give-Up - pfiklad:

Krok 1

Krok 2 e Obchod je proveden
doruc¢enim pfimo na pfislusny
ucet brokera vedeny

¢ o Custodianem dané burzy

e Broker poté dava pokyn
k doru¢eni na uacet svého

Custodidnem

T Custodian e Klient potvrdi obchod a
Klienta TelaE akceptuje pozici od brokera

e Broker méa vdisledku toho
nulovou pozici

Krok 3 e Broker zasila klientovi

konfirmaci obchodu

FINANCIAL
SERVICES



EN

4.

FINANCIAL
SERVICES



Information provided to the Client based on:
e Act No. 256/2004 Coll., on capital market business, as amended ("ZKPT")

e Directive 2014/65/EU on markets in financial instruments ("MiFID 11")

e Regulation (EU) 2017/565 supplementing MiFID Il as regards organisational requirements
and operating conditions for investment firms and the definition of terms for the purposes of
that Directive ("MIiFID Il Implementing Regulation"); and

e relevant CNB interpretative opinions and measures.

Purpose of the document

Section 15I(3) of the FCRA requires 42 Financial Services a.s. ("42FS") to establish and maintain internal
rules for the execution of Client orders on best execution terms. Article 66(3) to (9) of the MiFID Il
Implementing Regulation then requires 42FS to provide selected information to its Clients about these
rules.

The purpose of this document (the "Order Execution Policy") is to inform Clients, in accordance with the
MIFID Il Implementing Regulation, of the rules in place for the execution of orders on best execution terms,
in the area of:
e investment services of receiving, transmitting and executing Client orders (Part One of the Policy)
e investment services for the operation of an organised trading facility ("OTF") (Part Two of the
Policy)

Basic principles of the Guidance Implementation Policy

In providing its services, 42FS takes all necessary steps to execute the Client's trades on the best terms.
This does not mean that 42FS achieves the best possible result for the Client on every occasion, but that
it continuously and systematically applies its order execution rules set out in this Policy, while periodically
verifying that these rules are effective and operational.

It is the intention of 42FS to apply consistent standards and operate the same processes across all
markets, Clients and across all investment vehicles in which, or in relation to which, 42FS operates
wherever possible.

It is also the intention of 42FS to provide all of its Clients with access to the prices of traded investment
instruments on a non-discriminatory basis where possible. However, the diversity in these markets and
instruments, what 42FS knows about the Client's trading intentions, and the type of orders the Client may
place, mean that different factors will need to be considered in relation to each particular transaction.

42FS executes client instructions fairly and in the shortest possible time. Comparable orders shall be
executed in the order in which they are received by 42FS, unless a different procedure is reasonable given
the nature of the order.

Personal scope of the Guidance Implementation Policy

42FS provides its investment services exclusively to eligible counterparties; in rare cases, the provision of
services to professional clients is not excluded. 42FS does not provide investment services to retail clients
(cf. also the document "Client categorisation" and "Pre-trade information for the provision of investment
services").

In the case of Clients who are Eligible Counterparties, the Order Execution Policy shall not apply.
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In the case of Clients who are professional clients, the following assumptions apply to the provision of
investment services by 42FS:

e trades are executed solely on the Client's initiative and at the Client's free discretion; 42FS does
not execute trades without a specific instruction from the Client,

e in the wholesale bond and derivatives markets in which 42FS operates, it is common market
practice for both buyers and sellers to approach multiple brokers and/or trading venues for price
quotes; and

e  Price transparency in the market is high.

Based on these assumptions and the published position of the European Commission?, 42FS assumes
that even Clients who are Professional Clients are sophisticated participants in the wholesale markets. In
light of this, 42FS assumes that such Clients do not expect 42FS to apply the best execution obligation.

Therefore, in the case of Clients who are professional customers, the Order Execution Policy does not
apply unless:

e in a particular case, 42FS considers that the above conditions are not met, or

e The Client informs 42FS that it expects the application of the Order Execution Policy.

Material scope of the Implementation Guidelines Policy

42FS provides the following investment services to its Clients (cf. also the document "Pre-trade
information for the provision of investment services"):
e receiving and transmitting instructions relating to investment instruments (§ 4(2)(a) of the ZPKT)
e the execution of orders relating to investment instruments on behalf of a client (Section 4(2)(b) of
the CIFMD)
e OTF operation (§ 4(2)(g) of the ZPKT)

The provision of an investment service is also considered to be the provision of pre-negotiated trades
("name passing"), as further described in Annex Il. The products for which 42FS provides services are
available on the website www.42fs.com in the "Product Schedule" document.

This Order Execution Policy applies only to the above-mentioned investment services, and only if they are
provided in relation to investment instruments within the meaning of Section 3 of the ICSD Act and Annex
l.

If the Client gives 42FS specific instructions as part of an Order, 42FS will comply with those instructions
to the fullest extent reasonably expected and will execute the Order in accordance with those instructions.
Insofar as such instructions relate to the obligations set out in this Order Execution Policy, the obligations
to execute orders on the best terms will be deemed to have been met.

Accordingly, the Client acknowledges that to the extent that it gives specific instructions to 42FS, such
instructions will take precedence over the rules under the Execution Policy.

This Order Execution Policy does not impose any fiduciary duties on 42FS beyond the specific regulatory
obligations to which 42FS must adhere or which may arise under any agreement between 42FS and Client.
The Client is not relieved of responsibility for its own investment decisions and 42FS will not be liable for
any losses suffered by the Client as a result of such decisions.

2 CESR Q&A on Best Execution under MiFID, Annex, p. 22. Available here:
https://www.esma.europa.eu/sites/default/files/library/2015/11/07_320.pdf
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The Order Execution Policy does not confer any additional rights on Clients beyond the obligations arising
from legal regulations and relevant contractual documentation.

Structure of the Policy for the Implementation of Instructions

In addition to the introductory common section, this Guideline Implementation Policy has the following
two separate sections:
e The first part concerns investment services for the reception and transmission of orders and the
execution of orders (collectively "brokerage services").
e The second part concerns the investment service of operating OTFs.

The provisions of the common part apply to both brokerage services and the operation of OTFs.

Third party payments (incentives)

42FS will not receive any remuneration, discount or other benefit (even if non-monetary) ("incentive") from
a third party for routing Client orders to a particular transfer venue that would violate any of the Client's
best interest and conflict of interest requirements.

If 42FS receives an incentive that does not violate the Client's best interest and conflict of interest
requirements, 42FS will inform Clients of the incentive upon their request.

Monitoring, review and reporting of the Policy

42FS shall periodically review this Policy to ensure that it is up-to-date and effective. The review covers the
procedures of this Policy itself as well as the list of Transfer Points.

The review takes place at least once per calendar year, and also in the event of significant events such as
regulatory changes, significant market developments, technological innovations or changes in 42FS
business policy.

If deficiencies are identified as part of the review, 42FS will adopt appropriate changes to the Policy. All
Clients will be notified of these changes by posting an updated version of this Policy on the www.42fs.com
website.

42FS has implemented a robust internal organizational system and procedures to ensure effective
revisions to this Policy.

Informing Clients

If the Client submits a reasonable and justified request for more detailed information regarding the Order
Execution Policy or for evidence that 42FS has followed this Policy in executing trades, 42FS undertakes
to respond to the Client properly and within a reasonable time.

Part One - Brokerage Execution Policy

Home

The obligation to execute orders under the best conditions in the case of brokerage services consists in
the obligation of 42FS to systematically apply the rules of order execution set out in this Policy and to
regularly verify their effectiveness and functionality.

Factors for carrying out instructions under the best conditions

In order to execute an order placed on the electronic platform under the best conditions, 42FS takes into
account the following factors:
e price - the price of the investment instrument itself
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e Costs and fees - include external explicit costs (e.g. exchange or clearing fees), internal explicit
costs (fees and costs applied by 42FS) and implicit costs (e.g. potential market impact of an order
on price)

e speed - includes the speed of execution and settlement of the order

e probability - the likelihood that an order will be successfully executed and settled

e Volume - the size of an order may affect the price of an investment instrument; exchange-settled
block trades or positions larger than the standard market size may be oversubscribed at some
stage of the trading day or may remain anonymous to most market participants; unless otherwise
directed by the Client, 42FS will only show price and size to parties it believes may be interested
in executing or oversubscribing such a position

e nature - the nature of the trade or any other aspect of the trade that may affect the satisfaction of
the obligation to execute the order on the best terms

In order to execute an instruction given by telephone under the best conditions, 42FS shall also take into
account the following additional factors:
e list of approved counterparties provided by the Client

e the nature of the market and the investment instrument
e the content of the order and any specific instructions from the Client

Methods of handling instructions

42FS accepts Client's instructions by telephone (including electronic text communication) or through the
electronic trading system. The specific terms and conditions for accepting orders are set out in the
contractual documentation with the Client.

42FS may handle the Client's accepted order in the following two ways:
e the transmission of an order to another securities dealer for the purpose of securing its execution
by that securities dealer; or
e the execution of an order by transmitting it to a trading system or other transfer venue

Transfer points

42FS can generally execute instructions at the following transfer points:
e OTF operated by 42FS
e regulated market (exchange) (RM)
e Multilateral Trading Facility (MTF)
e OTF
e Systematic Internaliser (SI)
e market maker
e other liquidity provider
e 42FS client base in the over-the-counter (OTC) markets (subject to Client consent, see below)

The specific transfer points are listed in Annex I.

Choosing a transfer point

In selecting the transfer point and taking into account the factors of executing the instructions under the
best conditions, 42FS shall take into account the following factors:
e liquidity and price - the objective of the 42FS is to select transfer venues that provide acceptable
levels of price and liquidity; the assumption is made that venues with a higher market share have
more acceptable levels of price and liquidity
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e credit and settlement risk - 42FS shall only select transfer venues that are sufficiently likely to
provide suitable conditions for the resolution of mis-settled or unsettled trades

o the operating model of the transfer point and the infrastructure - the transfer point must have a
sufficiently robust and functional technical settlement infrastructure

e speed, access and probability of settlement - the speed and probability of settlement factor is
more important for illiquid investment instruments

Annual summary of transfer points

42FS publishes annually by 30 April of the following year on its website www.42fs.com information relating
to each class of investment instruments regarding the top five transfer points where Client orders were
executed in the previous year. The summary will include information on the quality of execution that 42FS
has received.

Certain reservations and conditions for the implementation of the guidelines

42FS may only execute orders in the OTC markets with the prior consent of the client.

In the markets in which 42FS operates, there are frequent alternating periods of increased and decreased
trading. The trading involves different maturities (durations) and different parts of the curves. Therefore,
the last traded price may not always be available or act as a reliable indicator of the current price.

42FS will not permit the Client to trade unless it is reasonably satisfied that the Client (alone or through its
agent) meets the operational and organisational requirements for the proper settlement of the trade.

42FS is in no way able to control or influence the cost of credit from one Client to another or the extension
and acceptance of credit between Clients.

Fees for brokerage services may vary between Clients depending on the specific agreement with the Client
and the Client's level of activity with 42FS.

Part Two - Order Execution Policy for OTF operations

Home

The obligation to execute orders on the best terms in the case of OTF operations consists of the obligation
of 42FS to systematically apply the rules for the execution of orders on OTFs set out in this Policy and
Rulebook to periodically verify their effectiveness and functionality.

The rules for implementing best-case guidelines apply to 42FS decision making in the following two
situations:
e in deciding whether, when and to what extent 42FS will enter or withdraw a Client's order to/from
an OTF operated by 42FS; and
¢ when deciding whether, when and to what extent to pair a Client's order placed in an OTF operated
by 42FS with an order placed by another Client.

(also referred to as "best-case order entry and matching").

Factors for entering and matching instructions under the best conditions

In order to enter and match orders under the best conditions, 42FS considers the following factors:
e price - the price of the investment instrument itself
e Costs and fees - include external explicit costs (e.g. exchange or clearing fees), internal explicit
costs (fees and costs applied by 42FS) and implicit costs (e.g. potential market impact of an order
on price)
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e speed - includes the speed of the pairing instruction

e probability - the probability that an instruction will be successfully paired

e Volume - the size of an order may affect the price of an investment instrument; exchange-settled
block trades or positions larger than the standard market size may be oversubscribed at some
stage of the trading day or may remain anonymous to most market participants; unless otherwise
directed by the Client, 42FS will only show price and size to parties it believes may have an interest
in executing or oversubscribing such a position

e nature - the nature of the trade or any other aspect of the trade that may affect the fulfilment of
the obligation to place and match orders on the best terms

e any list of approved counterparties provided by the Client

e the nature of the market and the investment instrument

e the content of the order and any specific instructions from the Client

Methods of handling instructions

42FS receives Client's instructions by telephone (including electronic text communication) or through the
electronic trading system. The specific terms and conditions for accepting orders are set out in the
contractual documentation with the Client.

42FS will execute the Client's order by matching the order placed on the OTF operated by 42FS with another
Client's order placed on the same OTF.

Transfer points

42FS may execute Client's instructions at the following transfer locations:
e OTF operated by 42FS

Choosing a transfer point

Given that 42FS only uses its own OTF as a transfer point when operating an OTF, it does not apply the
factors for selecting the most appropriate transfer point. The obligation to place and match orders on the
best terms will only manifest itself in deciding whether, when and to what extent a Client's order

e enterinto or download from OTF, and

e pair with another Client's order within the given OTF.

Some caveats and conditions for entering and matching orders under best conditions

In the markets in which 42FS operates, there are frequent alternating periods of increased and decreased
trading. The trading involves different maturities (durations) and different parts of the curves. Therefore,
the last traded price may not always be available or act as a reliable indicator of the current price.

42FS will not permit the Client to trade unless it is reasonably satisfied that the Client (alone or through its
agent) meets the operational and organisational requirements for the proper settlement of the trade.

42FS is in no way able to control or influence the cost of credit from one Client to another or the extension
and acceptance of credit between Clients.

OTF fees may vary between Clients depending on the specific agreement with the Client and the Client's
level of activity on 42FS services.
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ICE - Intercontinetal Exchange, Inc.

e Power forwards

e Natural Gas forwards
e Options

e EUA spot +forwards

EEX - European Energy Exchange AG

e Power forwards

¢ Natural Gas forwards
e EUA spot +forwards
e Options

HUDEX - Hungarian Derivative Energy Exchange

e Power forwards

FINANCIAL
SERVICES



The core business of 42FS is to provide access to over-the-counter and/or exchange-traded liquidity
pools across a range of asset classes and their associated derivatives. 42FS activity typically takes
place in wholesale financial markets, which include cash deposits, financial derivatives, securities,
equities, commodities, energy and credit.

The primary function of the 42FS is to act as an intermediary through which wholesale market
participants can match their trading needs and, in turn, transact with other wholesale market
participants.

42FS carries out this activity in three regulatory regimes:

e as a securities dealer providing an investment service of receiving and transmitting orders
relating to investment instruments, and an investment service of executing orders relating to
investment instruments,

e asoperator of an organised trading facility (OTF) on which investment instruments and REMIT
carve-out instruments are traded, and

e as a securities dealer brokering trades in instruments that are not investment instruments.

The specific regulatory regime depends on the type of instrument traded, including the method of
settlement and the contract with the Client.42FS does not trade with Clients for its own account.

Trading is conducted on an arms-length basis, where 42FS Clients are responsible for assessing the
adequacy of the price and other terms of the trade and do not rely on 42FS advice. Counterparties in
these markets are typically sophisticated wholesale participants, including clearing and investment
banks, securities dealers and other financial institutions, public sector entities, producers and traders
of energy commodities, etc. The clients of 42FS are by no means retail investors within the meaning
of MiFID/CCP.

Most of the 42FS activity involves matching trades with fast moving bid and ask prices. 42FS receives
and communicates expressions of interest, orders and trade prices from Clients through a variety of
media (as agreed in the Terms and Conditions), including telephone, electronic instant messenger,
electronic screen or electronic trading system.

42FS provides price information based on actual trading, order statuses and expressions of interest.
42FS intends to provide its Clients with as accurate a view of current price levels as possible, however,
unless an existing order is placed, actual trading at the prices displayed may not be possible.

In the context of each market, 42FS communicates with its Clients whether the bid prices in that
market are "firm" or "indicative". In most cases, unless otherwise communicated by 42FS to the Client,
the market price information provided by 42FS represents actual tradable prices based on
counterparty orders/instructions and market information available to 42FS.

42FS seeks to match Client orders with orders from other counterparties available in the market. In
most cases, this means that 42FS can only provide the Client with access to the liquidity resources
of these other counterparties and pass pricing and order information between the Client and the other
counterparties.

If requested by a Client, 42FS may pre-negotiate trades on behalf of that Client, either on the basis of
a price or other instructions given by the Client.
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Unless otherwise advised to the Client prior to trading, all orders to trade will be traded based on the
prioritization of price and speed factors. Clients will also be provided with a view of the full depth of
the market.

The execution of the trade is based on the active acceptance of the offer by another user of the trading
system. The rules of access to the system, trading methodology, description of traded instruments
and credit parameters are set out in the user rules relevant to the market/trade method.

The prices made available and traded do not include 42FS remuneration. 42FS fees for services
provided are specified in the Client Agreement.

Business models

There are three basic models of 42FS activity:
e "Name Passing" (intermediary broker)
e "Matched Principal" (proprietary trading)
¢ '"Exchange Give-Up"

42FS operates "Name Passing" and "Exchange Give-Up" models. 42FS does not operate a "Matched
Principal" business model.

i. Name passing

This is a traditional business model that 42FS also operates. The aim is to agree the terms of trade
between two counterparties.

42FS disseminates information on bid and ask prices and volumes to market participants. For trades
negotiated by telephone, the participant is informed whether the price is a 'fixed' or 'indicative' price
and always confirms the final price with 42FS. For trades executed through the electronic system, the
prices and volumes indicated in the system are usually fixed and are negotiable without further
communication with 42FS.

Once the price, volume and any other terms of the trade have been agreed, through further
conversation with 42FS, 42FS will publish the names of the counterparties. A bilateral agreement is
created between the counterparties, the settlement of which is the responsibility of the
counterparties, not 42FS. 42FS invoices a fee for its brokerage services.

Name passing - example:

Step 1 e 42FS provides Clients with
access to the trading system

e 42FS provides Clients with

information on the current

¢ market price on an anonymous
basis based on the expressed

@ trading interest of individual
Clients
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Step 2

42FS

if two or more Clients
communicate their interest in
concluding a trade to 42FS,
42FS verifies the price, volume
and any other terms of the trade

Step 3

\ /
\ 42FS /

If the trade is confirmed by the
counterparties, 42FS will
publish the names of the
Clients

Then a bilateral trade between
two Clients is created and 42FS
withdraws from the trading
process

42FS sends trade confirmation
to both Clients

Step 4

> «
/

\
\ 42FS /

at the end of the month 42FS
sends an invoice to both Clients
depending on the contractual
terms

Matched Principal

42FS does not operate this business model. In this business model, the broker acts as the actual
counterparty to both clients in arranging the trade - i.e. it has the role of buyer in relation to the seller,
and the role of seller in relation to the buyer.

As the broker acts as a counterparty to both clients, the clients do not know the identity of their
counterparty to each other. The choice of this business model is often justified by such an assurance
of anonymity and confidentiality of the counterparties. In addition, the broker can aggregate the

orders of individual clients to ensure better pricing conditions.

In this model, the broker always trades only if there is a communicated interest from both
counterparties in the trade. The broker does not trade for its own account with only one counterparty,

nor does it make other speculative trades for its own account.

Matched principal - example:
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Step 1

<

Broker provides clients with
access to the trading system

The Broker provides Clients
with information on the current
market price on an anonymous
basis, based on the expressed
trading interest of individual
Clients

Step 2

Client B/Exchange

For OTC trades and interest
from two or more clients, the
broker verifies the price, volume
and other terms of the trade

In exchange trades, a firm client
order must be given before it is
executed by placing it on the
exchange

Step 3

T
\
\

/ 4
/
/

If the broker is sufficiently
confident that the trade will be
executed, he confirms it to both
clients

Broker sends trade
confirmation to both clients

Step 4

>
\
\
)

1
/
/

Settlement between the broker
and each client is based on
market practice
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iii.  Exchange Give-Up

42FS operates this business model.

The Broker communicates price and volume information to Clients. Upon receipt of a trade order from
a Client, the Broker shall enter the order on the derivatives exchange (on its own behalf, if it is a
member, or on behalf of another member of the exchange). After the trade is executed, the broker
"relinquishes" its position to the Client through the clearing of that exchange.

In this model, the broker is only exposed to the principal position during the day until the trade is taken
over by the Client. Thus, at the end of the day, the broker has no open position. The purpose is to

facilitate the Client's trading on the exchange.

The derivation of this business model is that OTC trades are submitted to an exchange to provide
Clients with a settlement process through a central counterparty (CCP).

Exchange Give-Up - example:

Step 1

Exchange

Broker provides clients with
information on the current
market price and volumes on
the relevant exchange upon
request

In the case of a client order, the
broker places the order on the
exchange

Step 2

Client

Custodian

> >

Custodian
Broker

The trade is executed by
delivery directly to the broker's
account held by the Custodian
of the relevant exchange

The broker then instructs
delivery to its client's account
held by its Custodian

The client confirms the trade
and accepts the position from
the broker

As a result, the broker has a
zero position

Broker sends trade
confirmation to client
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