obligation{s) and each reference enlity for a class of credit

delault options are selected by the listing options market.

When a credil default option is based on reference

obligation(s) of more than one issuer or guarantor, it is

referred to as a credit default basket option. There are further

Eﬁgﬂhns on credit default beskel options as described
W.

A credit default option is aulomatically exercised and
pays a fived cash settlement amount if a cradit event is
confirmad for one or more reference obligations of a
reference entily prior to expirglion of lhe oplion. The
reference obligations of a reference entity may include all of
the outstanding debt securities constituting general
obiligations of the reference entity or direct claims on the
referance entities (excluding any non-recourse debl). A
cradil evenl may include a faillure o make a paymenl on a
refarance obligation andfor any other evant(s) that the listing
oplions market may specify al the time a class of credit
delaull options is lisled, The specified credit evenlis) will be
defined in accordance with the lerms of the rslerence
obligation(s). Howewver, not every event that might constitute
an avent of dalault by 1he referance antity under tha terms of
the reference obligations will necessarily be specified by the
listing options market a&s a cradit svent. Investors should be
ceran that they understand the various possible events that
will or will not constitute credit events, The determination of
whether a particular evenl mesls the crileria of a credit event,
however definad, for a specific credit default oplion is within
the sole discretion of the listing options market.

In order 1o result in automatic exercise of the oplion, a
cradit event must ba confirmed to have cocumed during the
covered paricd (i.e., he pericd between the initial hsting of
the saries of oplions and the lime specified by tha oplions
market as the last day of trading of the oplion series prior o
the sxpiration date). An event that would otherwise be
deamed a credil event will not result in an exercize of tha
option if it occurs either before or after this period. A series of
credit default oplions ordinaridy does not expire until a
specified number of business days following the end of tha
covered pernod in order to provide the listing oplions market
an opporunity to confirm whather or nol a credil evenl
occurred within the coverad pericd. If an event otherwise
meeting the definition of a credit event occurs after the end
of the coversd parod but before the oplion expires, the
option will not be exercised and will expire worthless.

If the listing oplions markel determines thal a credit
event has occumed within the covered period for a class of
credit default options, il will provide a credit event
confirmation to OCC, and the options will be automaticaliy
exercised, Holders of the exercised options will receive, and
writers will ba obligated to pay, the fixed cash settlemant
amount. If OCC does not receive a credit event confirmation
from the listing options market befors expiration of a series
of credil defaull oplions, the options will expire worlhless.

168

CONFIDENTIAL - PURSUANT TODREBDRYCFIAFS29
P. B(e)
CONFIDENTIAL SDNY_GM_00184113

EFTA01353517



