
II MEMORANDUM 

OF 


UNDERSTANDING 


The United States The Department of Trade and lndustrv 
Securities and Exchange Commission and of the United Kin~dom -
Commodity futures Trading Commission 

ON EXCHANGE OF INFORMATION 


September 23, 1986 



1 

The U n i t e d  States Securities a d  Ekchange Ccmnissicn, Comaodity FUtWes 
Reding Camkission, and the Ihited Kingjnn Degarbmt 13Trade and Idustry,
remgnizing the i n c r e  internatiaaal activity i n  the securities, futures 
ard i m r s s w t s  mrkets and the mrrsponding need for mutual coopeation 
between the relevant national authorities, have reached the follaving 
&standing: 

F a  pnposes of this Meaorandrm, 

(b) "Investment B-'' means investment businesses, investment 
axupanies, 0th- OdLlective investment lnaaertakings and their 
equivalents, imRstment banks, merchant banks, kokers, dealers, 
jokbrs, investment advisers and investor advisosy services. 

(c) .Seaxities Processing Businessesn means clearing
carporations or securities transfer agents. 

(e) "persnmmsmaa n%uralpersan, -ted Association, or 
bo3y corporate, govmme&, or political subdivisim, agency, or 
instrumentality of a -. 
( f )  "requested ?uIth%itymmeans an Authority to whan a request under 
this Meacnandun is addressd. 

(g) "requesting Authorityn msens an Authority mdcing a request inder 
this
M-. 


(i far securities, the statutes, rules, a d  r a r 6 u e n t s  d the 
United States and the Ulited KingdEm: 

(A) relating to the prevention of insider W i n g  in, 
misrepresentaticm in the ccurse cb W i n g  in, and market 
maniplation in, securities listed an an investment =change or 



a naticnal securities =change, or quoted in an autaDated 
inte~-ileala qmtaticn system, or traded over-the-a~mter, 

where the eccbange, systea, cp- ~ner--ter market is 
situated within, am3 a ma-ial part of any of the relevant 
transactions in securities are effected within, the territory
of the requesting Authority; 


(B) directed at the cm3uct of (1) Investment or Securities 
p- Businssses located within the territory of the 
requesting Authority; or (2) Investment or Securities 
Processing Businesses located outside the territory of the 

requesting Authority which an Investment or Securities 
Processing Business within swh territory; or 


(C )  relating to the financial aad ather qualificati~~sof those 

engaged in or in amtrol of Inves- or Securiees ~ E ? x r o e s s +  
wrsinssses operating in the territasy of the e t i n g  
Authority. 


(ii) f a  futures, the s t a m ,  rules, and requirements of 
the united States an3 the United Kingdrrm: 


(A) relating to the prevention of misrepresentation or market 
maniprlatiai w i t h  respect to any futures or opti- amtract 
tbat is rde, to be mmh, or '&at is to be traded or effected 
on an e x c t m g e r  market, ar board of trade, Plfaere slidl exdmnge,
market or board af tra& is situated within the tcnitary of 
t k  requesting Authority: 


(C)  relating to the financial and other qualifications of those 
elgaged inor in.aatrolofFuhu:esBusinessssoperating inthe 
territory of the rsqusting Authority. 

Part I: General Principles 

2 l ' h i s ~ s e t ~ f o r t h t h e b a s i s u p o n w h i ~ t h e S E C a n d t h e ~ r u d  
the ePn: a d  the Illl reciprcyally ~ ~ F U Eto exchange informaticn for the 

pvpose of facilitating the perfarmanee of their respactive £unctions 
regarding the lagal rules or requirements of the United States and the United 
Kingacm. 


3 This Memranehm sets forth a statement of intent of the Authorities 
regarding the exchange of infomutian between the Authorities. Accardingly,

the prwisions of this E I B a o r h  shall not give rise to the right cn the 
part of any prim* party, directly ox Mirectly, to obtain, s q p e s  or 
exclude any evidence or to dmllenge the execution of a request for 
assistance under this Menorandun. 


4 In response to requests which satisfy the tenas of part I1 of this 
Meamandm and subject to 'the conditions set out in  Part =I, each Authori~, 



shall assist  the bther by providing to it any infomation that is either 
already in its hands or that it can by its best effort6 obtain i n  order to 
enable the other to -e curqliance with the relevant legal rules and 
requirements. lbAuthorities shall accordingly provide each other 
assistance in  M n i n g  infomation rahich is available within their territory 
for the plrpose of securing c c m p l ~with d legal rule8 and 
requir~ments. 

5 The Authorities recognize the reed and desirability of exchanging 
infonnaticm to assist each other in sear ing ocmpliance with their respective 
legal rules and requireaents. Hcwever, assistance m y  be denied an grounds 
of public interest detenniaed in cases where the requested Authority is the 
m by the Secretary of State and &ere the requested Authority is either the 

or CFIC by its r-w Ccmnissim, after d t a t i m  with relevant 
officials within the US. -t. 

6 This M e a c v h  m t  Bltend to infarmation held by the DFI Solely fiy 
virtue of pavers and functions that relate to matters other than securities, 
imrestments, futures, cn cuapany law. 

Part II: Fmale&s for 1nfoIlmtim 

7 Any request for infomation made lnder this Nenaramim shall satisfy the 
foIlauing rquirenents: 

(a) wherever possible it s td l  be in writing but i n  cases of 
urgency it may be oral, krt confirmed i n  writing within 10 days: 

(b) it shall clearly specify the follaring: 

(i) the infoppatiocl requested; 

(iii) thegromdscnvhichtS:ea&ofthelegalrulear~~~~t 

is suqected. Ewemr, where the legal rule or requirement in 
question is tbat aperscn ohDuld be af gDodraprtaand o3npetent 
('fit and praper' cu not 'statutorily disgualified") if he is to set 
up ar carry an an Investment, Securities Processing, cr E'utures 
Business, it is sufficient w i t h  this to 
specify that infomation is sought for that pupas=; 

( iv)  the iden t ie  af the *son sshase coadud caus~~~amcern. 
Brwwer, where the relevant legal rule or requkenent f a l l s  within 
paragraph l (h)(i)(A)or l (h)( i i ) (A)  above it is sufficient 
ccmpliance with this sutparagraph to specify that infarmation is 
sought concerning the grornds specified in order to identify the 
prson(s )  against &ao pr- or a c t i c m  is to be, cr may be, 
taken; and 


(v) W e  it is w e n t  to the requesting Authosity that another 
p s a n  may obtain the informaticn for a plrpose other than securing 
ccmpliance with or enfcucing the legal rule or requirement specified 
under subparagraph (ii)abxe in respect of the persan(s) ( i f  any) 
specified under -graph (iv) abme, to the e&ent permitted by 



the l a w  of the reqmt ing  Authority, the particulars & that person 
and his intarest; 

tc) it should be addressed to one of the m t e d  Authority's oxtact 
officers listed i n  Annex I, or his d n e e  pursuant to w r i t t e n  mtice to 
the requesting Authority; and 

(d) the requested infamation must be reawmbly relevant to securing 
ccmpliance with  the legal rule or requirement specified in the request. 

In  any case *ere a m t e d  Autbxity is mt satisfied that a request ful ly 
ccmplieswithtbe~en%ltsofthisparagraPlitmayrequiretheDirector 
of the Division d Morcenent of the SEC crr CFlC crr the Under Secretary,
Financial Services Divish ,  Dl!Il wkre.aEql.icable, to certify that the 
request is cognizable rnder the terms of this Msnoranrlun. A requested
Authority may not chdLlenge sucfi a ae r t i f i ca t i a~except cn substantial 
grounds which &all be fully stated in writing. - ,  - - -

Part III. Coaditiuls 

8 Infomation received shall be 4solely feu the pvpose of: 

(a) securing, through ecrquiries, imestigatiaLs or l i t i g a t i a ,  
ccmdLiance w i t h  tx enfor-t of the lesal rule or requirement swcified 

~with&&cacementofothera@ic&elegalnilesor 

requirements in a i n  which a violation of the legdl rule OI 
re&irement specifid in thE? request is alleged; 

(b) s e c u r i n g ~ w i t h c r r e n f ~ o f a l e g a l n i l e o r  
requirement that sms not specified in  the -t in a proceeding in 
which a v i o l a t h  of the legal rule or requirmmt specified in the 
v t  is m t  alleged, if prior to d use, the Autbrity
bfarnrs tbe reque&& Autboriw of its intention to use the infopnaticn
forsuehpurposeandthe~tedZmthor i tydoesno t&jec t ;o r  

9 The r-ting Authority ahall keep amfidential any infomath 
provided under this &uma&m sllbject to the tsrms of this paragraph, mless 
i t i sd i sc losed inf iu theranoeof thep lrpose forwhi&itwasr~ .  
under -graph 8 above: 


(a) except as -ted by paragraph 8 above, the requesting
Authority shall not offer the infopnatim to, and shall use its best 
efforts to emsure tha t  it is zmt cbtained by, any other person. tales 
otherwise agreal, in the event that such infomatics is obtained by any 
public bdy, the requesting Authority shall use its best efforts to 
e n s u r e t h a t i t ~ l l a o t b e & b y t h a t ~ i n a n y w a y t h a t i r m o l v e s i t s
disclosure to any other person; 

(b) i f  the requesting Authority becones aware that the in€&mation has 



been or i s  likely to be disclosed athenvise tbm as aatmplated by 
para& 8 above, it shall inform the r-ted Authority of the 
situation; and 

(c )  as soon as the requesting Authority has teminated the matter for 
which assistance has been requested under this  Memorandun, it shall 
return to the requested AuthDrity, to the extent permitted by the l a w  of 
the requesting Authority, all doarmenta and m e .  thereof not already 
disclosed in proceedings referred to in paragraph 8 above, and other 
m a t e r i a l  disclcabg the content of such docLments, ather than material 
which is generated as part of the deliberative or internal analytical 
process of the requesting Authority, which may be r e b i n d .  

10 Any docunent or other m a t e r i a l  provided by an Authority in respcmse to a 
request under this Memrandm and any o w  material disclosing its content, 
other than mater ia l  which is generated as part of the deliberative or 
internal analytical process of the requesting Authority, shall hot kccaw the 
prOpertY of the requesting Authority, aad must be r e d e l i v a d  to the 
r e q u e s t e d A u t h a r i t y w i t h n r t d e l a y c n d e a a n d t o t b e ~ t ~ t t e a b y t h e  
law a£ the requesting Authority; prwided that sueh danand m y  be made cmly 
i f  the reques&d Authority has reascn to believe that the informath has 
been 0r.blikely to be d i m  or rrsed otherwise than as contapplated by 
paragraph 8 a e .  

11 The Authorities have various pmers to & b i n  M0paatia-1in the 

exercise of replatory functions which are within the scope of this. . of infOLmaticn an aM€wrananI. l h e s e ~ S d o n o t l l O t e x ~ ~  
capuhmy basis solely for the pxpose ct seaning amplhm? with or 
prosea~tingbreaches of foreign m.~aveves,i f ,  in the exercise of its 
paaers, any Autkuity infamation which it reaqnizes as clearly 
giving rise to a suspicion of a lareach of any legal rule or requirenent of 
any other Autharity then it w i l l  to the extent Wttd by law offer to 
provide Sum inf-ti- to such Authority for any pupa=,  and subject to 
caPpliance by the other with any conditions, which *rould have-bee.mlicah le  
had a request teeu made. 

12 Nothing in this Menor- prevenb an Autbnrity (.the investigating 
Authority") fran =suing any enquiries within cr cseekfng any infomaticn 
from the territory 05 the other Authority (the "host Autbrity") otherwise 
than Mder this Wmmndm but for a plrpose within its scope provided that: 

(a). any sucfi enquiries and the seeking ct any such information shall be 
am3u&ea with modeation and restraint; and 

(b) unless the infOLmation is sought f r m  a per- within the territary 
of the investigating Authority wfiD has ~ s i o n ,custdy or control of 
it, that Authority w i l l  caly mrmence such enquiries or seek such 
infomaticn if:  

(i)it h s  f i r s t  made a request of the host Authority for the 
idonnation sought i n  accordance with the provisions of this 
Mmoranchrm ;and 

(ii)the Authority has failed after reasonable notice to 
satisfy sllch request: 



provided, hcxever, t ha t  in a case of urgency where it is not 
possible or reasonably practicable to make a rquest, the 
investigating Authority shall give notice to a d  consult with the 
hoot Authority to the extent practicable; and 

(c) an imrestigating Authority which ~plrsues enquiries or seeks 
infonaatim under th is  para- shall enter into consultations with the 
host Authority about the matter on requast. 

p his para- shall have na effect an matters that are outsih the scope of 
the Meaorandum. 


U When the cogtg of providing or obtaining iafa~mationuntk this 
emo or an dun are substantial, the reqwst& Authority nb%y require the ., - - arequesting Autharity to ladertake to pay those wts. 

Part VI: Consultatias, Confidentiality of Requests and Waiver 

14 Zhe Authorities will keep the operation of this &IK)ra.udua * 
continuous reviw and consult w i t h  a view to improving its operati- and 
resolving any matters. In particular, any Authwdty will coasult another 
Authority upon request in the event of: 

(i) to anp ly  w i t h  a request for information m g~audLsthat such 
warld prejudice the plblic interest of the United Kingdcn 

or the mfted States; or 

(b) a change in markat or business ooaaitions ar i n  the legislation
gommhq the matters manticaed in para& l(h) above ar aqr other 
difficulty arising which makes it necessary to d ar e%tend this 
M e i m m n d m  in order to achieee its prrposea; ar 

15 BachmthmitywillkeepdideMialtotheextentpennittedtylawany 
request for information made tinder UMemoraacbm and any matters arising in 
the ccurse of its -tion, including a~asultat ion llnder this part, =less 
Suca confidentiality is waived by the other Authority. This p a r a w  dDes 
not apply to general matters of p b l i c  interest relating to the 
operation of this Memorandun. 

16 Any of the corditions of this Meaorandm may be relaxed or waived by 
mutual agreenent. 

Part VII: Tenaination and Future Weeneats 

17 This Memotaomm is an interim understanding and shall terminste upcn 



entry into force of a treaty #ng matters relating to the securities and 

futures laws of the U n i t e d  States and the U n i t e d  Kingdan. The Authorities 
shall use their hest efforts to ensure that negotiatians are entered into 
concerning su& a treaty betraeen the U n i t e d  States and the U n i t e d  King-
within 12 m~nthsof the date of signature of this Menorandun. 

18 Except as contwplated in paragragh 17 a h ,  this Memorandun shall 
continue to have effect unless tamhated ty any ane of the Sec, CFlC cc DTI 
by giving 30 days advance written notice to the other Authorities tkt the 
understandings set out herein are no longer to have effect. Such notice may 
in particular lz given in cansequence a€a change in the laws a regulations 

applkable to any matter gwerned by this Mworandrrm which is regarded by an 
~uthorityas material and in the absence of an agreed memhent to take 
account of the change. Termination by either the Sec epr the shell take 
place d y  with resped to areas d the MemOanmm regarding that agency's 

area of and the arrangesants relating thereto. Tenaimtion by the 
Dl'I may take effect wiM respect to the areas within the -ten& &the-
SEC and/- the and the arraageaents relating thereto and shall be so 
specified. 


AN) aM"mMrn INDTETm 

Sllsan M Phi l l ips  !l'he Right Honourable Paul 
Secretary ct State for Trade 
a -try 




DrI: secretary, Financial Semi- Division 

Department of Trade and Industry 
10-18 Vietoria Street 

LondPl-mN 
United Kingdon 

SD2 Directar, Divisicn of wfcxcenent 
Securities and E u h q e  Ccmnission 
4% 5th St. N.W. 
Washington, D.C. 20549 

: Director, Divisicn of Enforcement 
Canmdity Eutures Rading Ccmmissioa 
2033 K St. N.W. 

Washington, D.C. 20581 




MEMORANDUM 

OF 


UNDERSTANDING 


The United States The United Kingdom 
Securities and Exchange Commission Department of Trade and lndusfry 

and and 
Commodify Futures Trading Commission Securities and Investments Board 

ON MUTUAL ASSISTANCE 

AND THE 


EXCHANGE OF INFORMATION 


Washington,D.C. 

September 25, 1991 





X 8 X O m U %  08 UHDERSTAUDIMG OX MUTUAL ASSISTAUCE AM) THE SXCEAU4E 
OF I1SPORMATIOM BETWEEN TEE UNITED STATES SECURITIES ABID EX-GE 
COMlKSSION AND COIB(OD1TY FUTURES TRADIIJQ C016MfSSION AND TEE 
UNITED KINGDOM DEPARTXENT OF TRADE ABID INDUSTRY AND SECURITSES 
AND INVESTMEWTS BOARD 

The United States Securities and Exchange Commission and 

Commodity Futures Trading Commission on the one hand, and the 

United Kingdom Department of made and Industry and Securities 

and InvesQaents Board on the other hand, recognising the 

increasing international activity in the securities, futures and 

investments markets and the corresponding need for mutual 

cooperation between the relevant national authorities, have 

reached the following understanding: 


1. or purposes of this Memorandum of Understanding, 


nAuthorityn means 


(i) for the United States, the Securities and Exchange 

Commission (*SECn) or the Commodity Futures 

Trading Commission ("CFTCn) acting with respect to 

their respective areas of jurisdiction; 


(ii) for the United Kingdom, the Department of Trade 

and Industry ("DTI") or the Securities and 

Investments Board ("SIBn) acting with respect to 

their respective areas of responsibility. 


"Investment Businessesw means investment businesses, 

investment companies, other collective investment 

undertakings afid their equivalents, investment banks, 

merchant banks, brokers, dealers, jobbers, investment 

advisers and investor advisory services and exchanges. 


"securities Processing ~usinesses~ 
means clearing 

corporations or securities transfer agents. 


*Futures Businessesn means commodity trading advisors, 

commodity pool operators, futures commission merchants, 

introducing brokers, associated persons and floor 

brokers, Floor traders, clearing corporations, futures 

and options brokers and dealers and exchanges. 


"personw means a natural person, unincorporated 

association, or body corporate, government, or 

political subdivision, agency, or instrumentality of a 

government. 


nissuern means a person who issues or proposes to issue 

any security. 




(g) (1) "requested Authorityn means an Authority to whom a 

request under this Memorandum is addressed; 


(2)  "requesting Authorityn means an Authority making a 
request under this Memorandum. 


(h) Hlegal rule or requirement* means: 


(1) for securities, those laws, regulations and requirements 

of the United States and the United Kingdom relating to: 


(A) insider trading in relation to any security; 


(B) misrepresentation or the use of fraudulent, deceptive 

or manipulative practices in connection with the offer, 

purchase or sale of any security; 


- ,  - - * 

(C) the making of a false or misleading statement or 
any material omission in any application or report 

made to the Authorities; 


(D) the conduct of Investment or Securities Processing 

Businesses or reporting requirements imposed on 

such Businesses; 


(E) the financial and other qualifications of those engaged 

in or in control of Investment or Securities Processing 

Businesses; 


(F) the duty to comply with reporting requirements of 

persons whose securities or sponsored depository 

receipts in respect of such securities are 

registered or publicly traded; 


(G) the disclosure of interests in the securities of 

companies; and 


(H) the duties of issuers of and offerors for securities 

to make full and fair disclosure of information 

relevant to investors. 


(2) for futures, those laws, regulations and requirements of 

the United States and the United Kingdom relating to: 


(A) misrepresentation or the use of fraudulent, 

deceptive or manipulative practices in connection 

with the offer, purchase or sale of any futures or 

options contract; 


(B) the making of a false or misleading statement or 

any material omission in any application or report 

made to the Authorities. 




(c) the conduct of futures or options trading on, or 

subject to the rules of, the markets of the requesting 

Authority; 


(D) the conduct of Futures Businesses or reporting 

requirements imposed upon such Businesses; and 


(E) the financial and other qualifications of those engaged 
in or in control of Futures Businesses. 


2. The parties recognise that while in their laws, regulations 

and requirements they may define terms differently, requests 

for assistance will not be denied solely on the grounds of 

differences in the definitions used by the requesting and 

requested Authorities. 


Part I: consultation^ on Mattarsof Xutual Interest -.. - -
3. The Authorities intend to engage in consultations about 


mutually agreeable approaches designed to enhance the 

integrity and efficiency of the securities and futures 

markets of the United States and the United Kingdom, the 

exercise of w k e t  oversight functions and the protection of 

investors, while avoiding the conflicts that may arise from 

the application of differing regulatory laws, regulations 

and practices. . 

part 11: General Princi~les 


4. This Memorandum sets forth the basis upon which the United 
States Authorities and the United Kingdom Authorities 

reciprocally propose to provide assistance for the purpose 

of facilitating the performance of their respective 

functions regarding the laws, regulations and requirements 

of the United States and the United Kingdom. Such 

assistance will be provided even where the subject matter of 
the request for assistance does not constitute a violation 

of the laws, regulations and requirements of the requested 

Authority. In these circumstances the requesting Authority 

will determine whether particular conduct could be a 

violation of its laws, regulations and requirements. 


5. This Memorandum sets forth a statement of intent of the 

Authorities regarding mutual assistance and the exchange of 

information between the Authorities. Accordingly, the 

provisions of this Memorandum will not give rise to a right 

on the part of any private person, directly or indirectly, 

to obtain, suppress or exclude any evidence or to challenge 

the execution of a request for assistance under this 

Memorandum. 




In response to requests that satisfy the terms of Part III 

of this Memorandum, and subject to the conditions set out in 

Part IV, each Authority will provide the fullest possible 

measure of mutual assistance to the other subject to its law 

and national policy. Such assistance may include: 


(a) providing access to information in the files of 

the requested Authority; 


(b) questioning or taking the testimony of persons 

designated by the requesting Authority; 


(c) obtaining specified information and documents 

from persons; 


(d) conducting compliance inspections or 

examinations of Investment or Futures Businesses; -
and 


(e) permitting the representatives of the requesting 

Authority to ~artici~ate 
in the conduct of the 

enquiries mad; by th; requested Authority pursuant 

to (b) through (d) of this paragraph. 


The Authorities recognise the need and desirability of 

providing mutual assistance and exchanging information to 

assist each other in securing compliance with their 

respective legal rules or requirements. However, assistance 

may be denied on grounds of public interest. 


The Authorities have defined "legal rule or requirementn to 

ensure that assistance will be provided in the maximum 

number of circumstances. However, the Authorities 

acknowledge that certain requests may relate to a possible 

breach of laws, regulations and tequirements that involve an 

assertion of jurisdiction not recognised by a requested 

Authority. Where a requested Authority considers that an 

assertion of jurisdiction in a matter that is the sUbject of 

a request would conflict seriously with and prejudice its 

sovereign interests the request will be denied. 


The Authorities recognise that, 80 long as there are 

differences in the scope of the Laws, regulations and 

requirements applied in each country, conduct prohibited by 

the Authorities in one country may not be prohibited by the 

Authorities in the other. The Authorities intend to engage 

in consultations about individual cases falling outside the 

scope of the definition of legal rule or requirement to 

determine whether assistance will be provide6 in such cases. 




lo. Either the DTI or the SIB may refer a request to the other 

and, if it does so, it will at the same time notify the 

requesting Authority. 


11. This Memorandum does not extend to information held by the 

DTI solely by virtue of powers and functions that relate to 

matters other than securities, investments, futures or 

cbmpany law. 


12. Any request for information made under this 

Memorandum will satisfy the following requirements: 


(a) wherever possible it will be in writing but in cases of 

urgency it may be oral, and confirmed in writing within 

10 days; . - . ,  - - J .  

(b) it will clearly specify the following: 


(i) the information requested; 


(ii) the. general purpose for which the information 

is sought, indicating in particular the legal 

rule or requirement pertaining to the matter 

that is the subject of the request; 


(iii) a description of the conduct and its 

connection with the jurisdiction of the 

requesting Authority. However, where the 

legal rule or requirement in question is that 

a person be fit or qualified to set up or 

carry on an Investment, Securities Processing 

or Futures Business, or otherwise involves 

the conduct or qualifications of an 

Investment, Securities Processing or Futures 

Business, it is sufficient compliance with 

this subparagraph to specify that information 

is sought for that purpose; 


the identity of the person, if known, whose 

conduct causes concern. However, where the 

relevant rule or requirement falls within 

paragraph 1 (h) (1) (A) through (C) or 

1(h)(2)(A) and (B) above, it is sufficient 

compliance with this subparagraph to specify 

that information is sought concerning the 

purpose specified in accordance with (ii) 

above in order to identify the person(s) 

against whom proceedings or actions are to 

be, or may be, taken; and 




- - 

where it is apparent to the requesting 

Authority that another person may obtain the 

information for a purpose other than securing 

compliance with or enforcing the legal rule 

or requirement specified under subparagraph 

(ii) above in respect of the person(s) (if 

any) specified under subparagraph (iv) above, 

to the extent permitted by the laws of the 

jurisdiction of the requesting Authority, the 

particulars of that person and that person's 

interest; and 


particular procedures contemplated in Part IV 

of this Memorandum that it'requests be 

utilised for questioning, taking testimony or 

conducting inspections; 


- .  - - L 

(c) it will be addressed to one of the requested 

Authority's contact officers listed in Annex I, or that 

person's nominee, pursuant to witten notice to the 

requesting Authority; and 


(d) the requested information must be reasonably relevant 

to securing compliance with the legal rule or 

requirement specified in the request. 


In any case whare a requested Authority is not satisfied 

that a request fully complies with the requirements of this 

paragraph, it may require the Director of the Office of 

International Affairs of the SEC or the Director of the 

Division of Enforcement of the CFTC, or the Under Secretary, 

Financial Services Division, DTI, or the Group Director, 
Compliance and Enforcement of the SIB, where applicable, to 

certify that the request is cognisable under the terms of 

this Memorandum. A requested Authority may not challenge 

such a certification except on substantial grounds which 

will be fully stated in writing. 


Part m: Proaedures for crueationina or takina teatimonv and 
pondu~t & Z ) O D S~ 

13. In accordance with paragraph 6: 


(a) questioning or taking the testimony of persons, if 

requested, will be conducted in the same manner and to 

the same extent as investigations or other proceedings 

under the laws of the jurisdiction of the requested 

Authority; 


(b) when requested by the requesting Authority, questioning 

or taking testimony will be conducted under oath and a 

transcript will be made; 




(c) a representative of the requesting Authority may be 

present at the questioning or testimony, may prescribe 

specific questions to be asked of any witness and, 

pursuant to paragraph 14 of this ~emorandum, may 

otherwise participate in the examination of any 

witness. 


14. Subject to the following conditions, a requested Authority 

may grant a request made by the requesting Authority that a 

person or persons designated by the requesting Authority, 

including representatives of the requesting Authority, be 

permitted to conduct the interrogation of any person, or 

participate in the inspection or examination of the books 

and records of an Investment or Futures Business or its 

custodian or agent: 


the requesting Authority must specify the reason9 for - . 
this request; 


the request may be granted or denied by the requested 

Authority in its discretion. The requested Authority 

may impose such conditions on the participation of the 

requesting Authority as it deems appropriate; 


if the request is granted and the lavs of the 

jurisdiction of the requesting Authority require the 

opportunity for the witness to consult with legal 

counsel, or for counsel to the witness to pose 

questions to the witness, such participation will, 

subject to (b) above, be permitted; and 


if the request is denied, the Authorities agree to 

consult pursuant to paragraph 24 of this Memorandum 

concerning the reasons for the denial and the 

circumstances under which the request might be granted. 


15. Notwithstanding any other provision of this Memorandum, any 

person providing testimony, information or documents as a 

result of a request made under this Memorandum will be 

entitled to all the rights and protections of the laws of 

the jurisdiction of the requested Authority. Where 

assertions are made regarding other rights and privileges 

arising exclusively pursuant to the laws of the jurisdiction 

of the requesting Authority, the Authorities will consult to 

determine the most appropriate way to proceed. 




part V: ~ermissible Uses and Co-

16. Information received will be used solely for the purpose of: 


securing, through enquiries, investigations or 

litigation, compliance with or enforcement of the legal 

rule or requirement specified in the request, provided 

that the information may be used to secure compliance 

with or enforcement of other applicable legal rules or 

requirements in proceedings in which a violation of the 

legal rule or requirement specified in the request is 

alleged; 


securing compliance with or enforcement of a legal rule 

or requirement that was not specified in the request in 

proceedings in which a violation of the legal rule or 

requirement specified in the request is not alleged, if- -
prior to such use, the requesting Authority informs the 

requested Authority of its intention to use the 

information for such purposes and the requested 

Authority does not object; or 


conducting civil or administrative enforcement 

proceedings, assisting in a criminal prosecution, or 

conducting any investigation related thereto for any 

general charge applicable to the violation of the legal 

rule or requirement identified in the request. 


17. The requesting Authority will keep confidential any 

information provided under this Memorandum subject to the 

terms of this paragraph, unless it is disclosed in 

furtherance of the purpose for which it was requested under 

paragraph 16 above: 


(a) except as contemplated by paragraph 16 above, the 

requesting Authority will not offer the information to, 

and will use its be& efforts to ensure that it is not 

obtained by, any other person. Unless otherwise 

agreed, in the event that such information is obtained 

by any public body, the requesting Authority will use 

its best efforts to ensure that it will not be used by 

that body in any way that involves its disclosure to 

any other person; 


(b) if the requesting Authority becomes aware that the 

information has been or is likely to be disclosed 

otherwise than as contemplated by paragraph 16 above, 

it will inform the requested Authority of the 

situation; and 




(c) after the requesting Authority has terminated the 

matter for which assistance has been requested under 

this Memorandum, upon request of the requested 

Authority, it will return to the requested Authority, 

to the extent permitted by the laws of the jurisdiction 

of the requesting Authority, all documents and copies 

thereof not already disclosed in proceedings referred 

to in paragraph 16 above, and other ntaterial disclosing 

the content of such documents, other than material 

generated as part of the deliberative, investigative, 

internal or analytical process of the requesting 

Authority, which may be retained. 


Any document or other material provided by an Authority in 

response to a request under this Memorandum and any copies 

or other material disclosing its content, othsr than 

material generated as part of the deliberative, - *  - - = 
investigative, internal or analytical process of the 

requesting Authority, will not become the property of the 

requesting Authority, and must be redelivered to the 

requested Authority without delay on demand to the extent 

permitted by the laws of the jurisdiction of the requesting 

Authority; provided that such demand may be made only if the 

requested Authority has reason to believe that the 

information has been or is likely to be disclosed or used 

otherwise than as contemplated by paragraph 16 above. 


Each Authority will keep confidential to the extent 

permitted by law any request for information made under this 

Memorandum and any matters arising in the cpurse of its 

operation, including consultation under this Part or Part I 

of this Memorandum, unless: 


(a) such disclosure is absolutely necessary to carry 

out the request; or 


(b) the other Authority waives such confidentiality. 


A requesting Authority may specify that if the requested 

Authority considers such disclosure to be absolutely 

necessary, then the Authorities will consult before such 

disclosure is made. 


This paragraph does not apply to general matters of proper 

public interest relating to the operation of this 

Memorandum. 


2 0 .  The Authorities have various powers to obtain information in 
the exercise of regulatory functions that are within the 

scope of this Memorandum. If, in the exercise of its 




powers, any Authority obtains information that it recognises 

as clearly giving rise to a suspicion of a breach of any 

legal rule or requirement of any other Authority, then it 

will, to the extent permitted by law, offer to provide such 

information to such Authority for any purpose, and sub'ject 

to compliance by the other with any conditions that would 

have been applicable had a request pursuant to this 

Memorandum been made. 


Where one Authority wishes to make enquiries of, or seek 

information from, a person within the territory of another 

Authority on a voluntary basis, the enquiries will be 

conducted in accordance with arrangements agreed between the 

~~thorities. 


The execution of this Memorandum will not prejudice tho 

respective positions of the Authorities concerning thg use -
of procedures for obtaining information other than as 

provided for in this Memorandum. 


part VIX: Costs 


23. When the costs of providing or obtaining information under 

this Memorandum are substantial, the requested Authority may 

require the requesting Authority to undertake to pay those 

costs. In such an event the relevant Authorities will 

consult on the issue at the request of either Authority. 


P%: aiver 

24. The Authorities will keep the operation of this Memorandum 
under continuous review and consult with a view to improving 

its operation and resolving any mtters. In particular, any 

Authority will consult another Authority upon request in the 

event of: 


(a) a request being denied in whole or in part; 


(b) a change in market or business conditions or in the 

laws, regulations or requirements governing the matters 

mentioned in paragraph l(h) above, or any other 

difficulty arising which makes it necessary to amend or 

extend this Memorandum in order to achieve its 

purposes; or 


(c) an assertion by the requested Authority that the 

provision of assistance would be so burdensome as to 

disrupt the proper performance of its functions. 


25 .  Where the specific conduct set out in the request for 
assistance may constitute a breach of a legal rule or 

requirement in both the territory of the requesting and the 




requested Authorities, the relevant Authorities will consult 

in order to determine the most appropriate means for each 

~uthority to provide assistance. 


In cases where the requested Authority is either the SEC 

or CFTC, denial of a request under paragraph 7 or 8 will be 

made by its respective Commission after consultation with 

relevant officials within the United States Government, and 

in cases where the requested Authority is a UK Authority, 

such a denial will be made by the Secretary of State. 


Any of the conditions of this Memorandum may be relaxed or 

waived by mutual agreement. 


28. This Memorandum will continue to have effect unless . ,  - - -
terminated by the SEC and CFTC, on the one hand, or the DTI 

and SIB, on the other hand, by giving 30 days advance 

written notice to the other Authorities that the 

understandings set out herein are no longer to have effect. 

Such notice may in particular be given in consequence of a 

change in the laws or regulations applicable to any matter 

governed by this Memorandum which is regarded by an 

Authority as material and in the absence of an agreed 

amendment to take account of the change. The SEC, CFTC, DTI 

or SIB may withdraw from participation in this MOU only with 

respect to areas of the Memorandum regarding that 

Authority's areas of competence and the arrangements 

relating thereto. Termination by the DTI may take effect 

with respect to the areas within the competence of the SEC 

and/or the CFTC and the arrangements relating thereto and 

will be so specified. 




part X: Entrv into EffeaG 


29. This Memorandum will be effective from the date of its 
signature by the United States Securities and Exchange 

Commission, the United States Commodity Futures Trading 

Commission, the United Kingdom Department of Trade and 

Industry and the United Kingdom Securities and Investments 

Board. 


- ,  - - -
SECURITIES AND DEPARTMENT OF TRADE 

EXCHANGE COMMISSION AND INDUSTRY . 

Richard C. Breeden John Redwood 

Chairman Minister of.State for 


Corporate Affairs 


COMMODITY FUTURES SECURITIES AND 

TRADING COWMISSION INVESTKENTS BOARD 


-
Wendy GY- Sir dvil Walker 
Chairman Chairmen 
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