
insufficient to satisfy customer claims in full, customers would continue to have a claim against the 
proprietary assets of the broker-dealer. 

Notwithstanding point (b) of paragraph 2 of Article 15 of the Securities Financing Transactions 
Regulation, when we use your Customer Assets, they continue to be included on your account statement 
reflecting their status as Customer Assets, and we may not identify to you the financial instruments that 
we have used. 

If we are a broker-dealer or FCM, our exercise of our right to use Customer Assets has no effect on the 
nature of your property interest in the financial instruments or on your rights as a customer in the event of 
our insolvency. The amount of your customer claim in a broker-dealer or FCM insolvency proceeding is a 
function of the value of assets held in your account and the amount of your obligations to us, if any. In a 
broker-dealer or FCM insolvency proceeding, all customers generally receive the same pro rata share of 
their claims based on Customer Assets (and customer cash), regardless of whether their financial 
instruments were subject to use or were used by the broker-dealer or FCM. (In the case of an FCM 
insolvency, customers are separated into several account classes based on product type, and recoveries 
may vary across account classes. Customers within the same account class receive the same pro rata 
share of all customer claims within that class.) 

In the insolvency of a U.S. banking organization, Custodial Assets are generally returned to their owners 
to the extent such assets are available for distribution. Your consent to our use of your financial 
instruments may prevent them from being treated as Custodial Assets, and it may jeopardize your right to 
obtain their retum in the event of our insolvency. 

Collateral Arrangements with respect to Non-Customer Assets can take a variety of forms with differing 
legal characterizations and practical consequences. Generally, a title transfer collateral arrangement 
entitles you only to a creditor claim for the return of your financial instruments. Under a security collateral 
arrangement, in some cases you may retain a property interest in the financial instruments delivered to us 
as collateral, but your property right (if any) may be subject to superior rights of our creditors or of a party 
to which we have transferred the financial instruments. Additionally, in the event of our insolvency, you 
may lose your property interest if you are unable to identify your property as distinct from our other 
assets, and our use of your financial instruments may impair your ability to do so. 

This Appendix is not intended to provide a complete description of the treatment of Collateral 
Arrangements under U.S. law or the U.S. customer protection system, and you should not rely on it for 
that purpose. 

If we are a U.S. broker-dealer, U.S. FCM, or U.S. banking organization, Sections 2(a)Q) through (v) of the 
Information Statement do not apply. Instead, where you provide financial instruments to us under a title 
transfer collateral arrangement or if we exercise a right of use in relation to any financial instruments that 
you have provided to us by way of collateral under a security collateral arrangement containing a right of 
use, we draw your attention to the following Re-use Risks and Consequences: 

Risks in Connection with Financial Instruments That Are Customer Assets 

If we are a U.S. broker-dealer or FCM and your financial instruments are Customer Assets, then we 
are permitted to use your financial instruments (i) to post as margin in respect of CFTC-regulated 
products with a clearing organization or other intermediary, and (ii) as otherwise permitted within the 
limits imposed by U.S. customer protection rules. When we use your Customer Assets, we may not 
hold them in segregation or trust, depending on the applicable U.S. regulation, but we continue to 
report them on your account statement reflecting their status as Customer Assets. As a result of our 
use of your Customer Assets, those assets are subject to the Re-use Risks and Consequences listed 
in Sections 2(a)(vi) through (x) of the Information Statement. In addition, if we provide you with 
clearing services (whether directly as a clearing member or otherwise), Customer Assets are subject to 
the Re-use Risks and Consequences listed in Section 2(b) of the Information Statement. 
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