Total smart exchange

Financial and commodity derivatives now on one platform

| off-floor Transactions

e Example of an Off-floor Transaction

@ Block Trade @ Period Average Trade ® Credit Risk Hedge

« Use off-floor transactions to trade « Use off-floor transactions to hedge

» Use off-floor transactions for

trades larger than TOCOM unit
(100kWh), such as 1MWh trading
unit

periods other than monthly, such
as 3-month averages like Jul-Sep
or Dec-Feb

[Ex: Dec-Feb average trade]

against the credit risk of a
counterparty to a swap or other
specific agreement

[Swap Counterparty Credit Risk Hedge]

[Example: 1IMWh unit]

@1MWhx1
S

Off-floor Transaction
@100kWhx10 contracts

TOCOM

e Off-floor Transaction Process
® Both parties to the off-floor transaction open accounts with commaodity futures brokers that handle TOCOM

electricity futures and deposit the margin amounts required to trade.

@ Notify the commodity futures broker of your intention to use the TOCOM off-floor transaction service, as
well as the price and number of contracts agreed with the counterparty, the name of his/her broker etc.

® Each commodity futures broker then notifies the exchange of said price, number of contracts etc., and the
off-floor transaction is concluded.

¥11.00@1MWhx1 contract
Swap

Off-floor Transaction
Off-floor Transaction

Dec contract month: ¥11.00x10 contracts
TOCOM

Jan contract month: ¥11.00x10 contracts
Feb contract month: ¥11.00x10 contracts

TOCOM
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Total smart exchange

Financial and commodity derivatives now on one platform

| Off-floor Transaction Flow @ Agreement Amongst Parties

e Case of an oral agreement between the parties to use the TOCOM off-floor transaction service

e In the TOCOM electricity futures market, sell/buy parties A and B agree orally to hold sell/buy positions
respectively, and the off-floor transaction is completed upon notifying the exchange.

@® Oral Agreement

A Co. @®Agree to a TOCOM off-floor transaction B Co.

@Notice of Off-floor Transaction (Sell) [Futu res Ma rket] @Notice of Off-floor Transaction (Buy)
Agreed price, no. of contracts, new/off- Agreed price, no. of contracts, new/off-set,
set, counterparty broker name etc. counterparty broker name etc.

(®Notice of Off-floor (®Notice of Off-floor
Business Operator Transaction (Sell) Electricity Transaction (Buy) Business Operator
A Co. Account Futures Market

@Complete Off-floor Transaction

®Futures Buy Position

Commodity Derivatives Commodity Derivatives

B Co. Account

®Futures Sell Position

Clearing at

¢ Margin/Mark-to-market
Clearing House

Margin/Mark-to-market

®Trade Execution & Settlement Guarantee
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IOff-roor Transaction FIOW @ Through Intermediary
3 Based on Existing Swap

@ Through Intermediary Service Provider (3 Based on Existing Swap (agreement in place)

[Negotiated Transaction Through Inter-dealer Broker]

[Directly Negotiated Transaction]

Negotiated Transaction Direct Negotiation/Contract Signed
A Co. Intermediary Service A Co. B Co.
Provider
Seller Seller Agreement Buyer

Reports intermediation
and agreed contents

Orig|nal agreement still valid after notifying off-floor transgction.
Qriginal agreement may differ from futures market rulgs.

Commodity
Derivatives

Business
Operator

(Futures Market)

Off-floor Transaction Notice

Off-floor Transaction

Commodity
Derivatives
Business
Operator

Commodity
Derivatives
Business

Operator

[Futures Market)

Off-floor Transaction Notice

Off-floor Transaction

Commodity
Derivatives
Business
Operator

Electricity Futures
Market

A Co.. Clearing at B Co.
Sell Position f==—==P  Clearing House === Buy Position

Electricity Futures
Market

A Co. Clearing at B Co.
Sell Position  fe==p  Clearing House === Buy Position

Assuming Obligations

Assuming Obligations

Important Notes

Important Notes

B If for any reason one of the counterparty does B [f there is an original swap agreement that is
not notify the off-floor transaction, said the basis for the off-floor transaction, since
transaction will not be completed. said agreement is still valid after the off-floor

B In this case, the inter-dealer broker cannot transaction is completed, there is a need to

deposit margin and hold positions on the
party’s behalf.
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terminate this agreement. For procedural
details, seek advice from your legal counsel.



