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Clearing Conditions.

Failure to Pay or Insolvency Event with respect to Eurex Clearing.

are attached to this circular and will come into effect on 4 December 2017.

As announced in Eurex Clearing circular 094/17, Eurex Clearing AG (Eurex Clearing) intends to

e detail the time frame and valuation principles under the Liquidation Price Method and Exchange Price
Approach as part of the Default Management Process in case of a Clearing Member default;

¢ clarify the handling of primary obligations representing the market or exchange value of the
transactions and Unpaid Amounts when calculating the single difference claim amount in case of a

The amendments relate to Special Provisions of the Clearing Conditions of Eurex Clearing AG (Clearing
Conditions). Consequently, a consultation process (Consultation) was initiated, which started on
2 October 2017 and ended on 3 November 2017.

Based on the comments received during the Consultation, Eurex Clearing changes the proposed amend-
ments regarding the timing for replacement transactions in Chapter | Part 1 Number 7.3.2 (3) (b) of the
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End of Consultation on amendments of Special Provisions regarding
the Default Management Process

As announced in Eurex Clearing circular 094/17, Eurex Clearing AG (Eurex Clearing) intends to

e detail the time frame and valuation principles under the Liquidation Price Method and Exchange Price
Approach as part of the Default Management Process in case of a Clearing Member default;

¢ clarify the handling of primary obligations representing the market or exchange value of the transactions
and Unpaid Amounts when calculating the single difference claim amount in case of a Failure to Pay or
Insolvency Event with respect to Eurex Clearing.

The amendments relate to Special Provisions of the Clearing Conditions of Eurex Clearing AG (Clearing
Conditions). Consequently, a consultation process (Consultation) was initiated, which started on 2 October 2017
and ended on 3 November 2017.

Based on the comments received during the Consultation, Eurex Clearing changes the proposed amendments
regarding the timing for replacement transactions in Chapter | Part 1 Number 7.3.2 (3) (b) of the Clearing
Conditions. The amended sections of the Clearing Conditions, as decided by the Executive Board of Eurex
Clearing, are attached to this circular and will come into effect on 4 December 2017.

As of the effective date, the full version of the amended Clearing Conditions will be available for download on
the Eurex Clearing website www.eurexclearing.com under the following link:

Resources > Rules and Regulations > Clearing Conditions

Pursuant to Chapter | Part 1 Number 17.2.2 and Number 17.2.6 of the Clearing Conditions, the amendments to
the Clearing Conditions communicated with this circular are deemed to have been accepted by each Clearing
Member, Basic Clearing Member, OTC-IRS FCM Clearing Member, Non-Clearing Member and each Registered
Customer and OTC-IRS FCM Client affected by such amendment unless they object in writing to Eurex Clearing
at least fifteen (15) business days prior to the actual effective date of such amendment of the Clearing
Conditions.

If you have any questions or require further information, please contact Risk Control at tel. +49-69-211-1 24 52
or the Default Management Team by sending an e-mail to DMP_Inbox@eurexclearing.com.

10 November 2017

page 1 of 1


http://www.eurexclearing.com
https://www.eurexclearing.com/clearing-en/resources/rules-and-regulations/Clearing-Conditions/136778
mailto:DMP_Inbox@eurexclearing.com

Attachment to Eurex Clearing circular 113/17

Chapter | of the Clearing Conditions of Eurex Clearing AG

General Provisions

As of 04.12.2017
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AMENDMENTS ARE MARKED AS FOLLOWS:
INSERTIONS ARE UNDERLINED,

DELETIONS ARE CROSSED OUT.

[..
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]

General Provisions

Part 1 General Clearing Provisions

L..

]

7 Termination Rules with respect to the Clearing Member
[...]

7.2 Termination Events

7.2.1 [...]

(1) Failure to Pay; Failure to Deliver Margin

The Clearing Member fails to pay any amount due under the Clearing Conditions
(including, without limitation, in the case of a FCM Clearing Member, any amount
due under any of its FCM Clearing Member Guarantees relating to the obligations of
its FCM Clients) to Eurex Clearing AG or fails to deliver any Eligible Margin Assets to
Eurex Clearing AG in respect of a due request for delivery of Margin or Variation
Margin or fails to perform any Redellvery Claim when due under a-Standard

he Clearing

Condltlons Ihe@eeu#ene&eﬂhsle#mnahen%ve%mi#respeeﬁ&a@leamg

(11) Termination for serious cause (aus wichtigem Grund)
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Eurex Clearing AG declines to continue the Clearing of Transactions with the
Clearing Member due to the occurrence of an event which gives rise to a serious
cause (wichtiger Grund) and the continuation of the Clearing Agreement, taking into
account all the circumstances of the specific case and weighing the interests of both
parties, cannot reasonably be expected.

For the avoidance of doubt, if the occurrence of a Termination Event with respect to a

[.]

7.3

7.3.2

Clearing Member relates to a specific Standard Agreement, Eurex Clearing AG is entitled

to exercise its rights under this Number 7.2.1 with respect to all Standard Agreements
entered into between Eurex Clearing AG and the relevant Clearing Member.

Consequences of a Termination

[.]

If the “Liquidation Price Approach’ is the applicable Difference Claim Valuation
Method, the value of the Difference Claim shall be determined in accordance with this
Number 7.3.2 by the party specified in Paragraph (2) on the Last Valuation Date.

[.]

(3) For the purpose of the determination of the Difference Claim:

[...]
(b) “Liquidation Price” means:
(aa) with respect to a Transaction,

(A) the price of a relevant replacement transaction entered into by Eurex
Clearing AG with respect to the relevant Transaction determined
during and as part of the default management process pursuant to
Number 7.5 at the latest on the fifth Business Day after the
Termination Date, or, to the extent this is required for a value-
preserving liquidation, at the latest on the 20t Business Day after the
Termination Date, including relevant costs and expenses incurred by
Eurex Clearing AG during the respective default management process,
in particular relevant DM Hedging Transaction Costs;

(B) subject to (C) below, if Eurex Clearing AG does not enter into a
replacement transaction during and as part of the default management
process pursuant to Number 7.5,

(1) the last available Market Price for such Transaction on the
Termination Date; and
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(INin the case of a Transaction under an Elementary Omnibus
Standard Agreement or a Net Omnibus Standard Agreement,
the last available Market Price for such Transaction on the
Termination Date that applies to the Elementary Proprietary
Standard Agreement of the Clearing Member; or

and

(C) if Eurex Clearing AG does not enter into a replacement transaction
during and as part of the default management process pursuant to
Number 7.5 and a Liquidation Group Deficiency occurs in relation to
such Transaction, the amount corresponding to the relevant Single
Valuation Price for such Transaction.

(bb) with respect to an expired Redelivery Claim, as applicable:

(1) the amount in the Termination Currency of the relevant equivalent
Eligible Margin Asset in form of cash on the relevant Margin Valuation
Date; or

(2) the price realised during the default management process in the
Termination Currency of the relevant equivalent Eligible Margin
Assets other than cash on the relevant Margin Valuation Date.

To the extent that for the purpose of the execution of the measures for the
administration, close-out or other liguidation of client positions and
proprietary positions of the Affected Clearing Member that are required
pursuant to Article 48 para. 2, 4, 5 third sentence and para. 6 third sentence
of EMIR, replacement transactions during and as part of the default
management process pursuant to Number 7.5 can only be entered into on a
day following the 20" Business Day after the Termination Date, Eurex
Clearing AG may, in deviation of Paragraph 3(b)(aa)(A) 1%t half sentence,
use the price of such replacement transactions for the determination of the

Liquidation Price.
[...]

(e) "Market Price" means:

(aa) the market or exchange price for the relevant Transaction; and

(bb) if market events do not allow the determination of a market or exchange
price in accordance with Sub-Paragraph (aa) above, the price determined
on the basis of a model for the valuation of the market or exchange value
of the relevant Transactions (which considers market risks and market
prospects, inter alia, taking into account asset classes, volatility and

liquidity).
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7.3.3 If the “Exchange Price Approach” is the applicable Difference Claim Valuation Method,

7.5

754

the value of the Difference Claim shall be determined in accordance with this
Number 7.3.3 by the party specified in Paragraph (1) on the Termination Date.

[.]

(2) For the purpose of the determination of the Difference Claim:

[.]

(b) “Exchange Price” means, in case of a Termination Date with respect to a
Clearing Member:

(aa) with respect to a Transaction:, the last available Market Price for the

Transaction settlementprice-as-of-on the Termination Date-published-by
Eurex-Clearing-AG; and

(bb) with respect to an expired Redelivery Claim, as applicable:

(1) the amount in the Termination Currency of the relevant equivalent
Eligible Margin Asset in form of cash on the Termination Date; or

(2) the market or exchange price in the Termination Currency of the
relevant equivalent Eligible Margin Assets other than cash as of the
Termination Date.

[.]

(d) “Market Price” shall have the same meaning as stipulated under Number 7.3.2
Paragraph (3) (e).

Default Management Process

[...

Cash Settlement of a Liquidation Group
[...]
(2) Consequences of Cash Settlement of a Liquidation Group

If a Liquidation Group Cash Settlement Time has occurred with respect to the
Relevant Liquidation Group, the following provisions shall apply:

All current and future primary obligations (including payment and delivery
obligations) of each party under the relevant Standard Agreement between Eurex
Clearing AG and the Clearing Member, the FCM Client or the Basic Clearing
Member, as relevant, arising from any Liquidation Group Transactions and all
Redelivery Claims relating to the Variation Margin with respect to such Liquidation
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9.1

9.2

Group Transactions shall expire (auflésende Bedingung) as of the Liquidation Group
Cash Settlement Time and shall no longer be required to be performed by the
relevant obligor. Further, all due but unsatisfied obligations to deliver Variation
Margin under the relevant Standard Agreement between Eurex Clearing AG and the
Clearing Member, FCM Client or the Basic Clearing Member, as relevant, with
respect to Liquidation Group Transactions shall expire (aufiésende Bedingung) as of
the Liquidation Group Cash Settlement Time. The expiration affects all claims arising
from the Liquidation Group Transactions independently of the time they came into
existence or would have come into existence otherwise. These expired primary
obligations and delivery obligations, respectively, are reflected by the Liquidation
Group Difference Claim (as defined in Number 7.5.4 pParagraph (3) below).

Termination Rules with respect to Eurex Clearing AG

If at any time a Failure to Pay Event {as-defined-below)-or an Insolvency Event {as
defined-below)-has occurred with respect to Eurex Clearing AG, the following applies:

All eurrent-or-future-primary obligations (including payment and delivery obligations_but
excluding Termination Unpaid Amounts) arising from all Transactions and all Redelivery
Claims under the relevant Standard Agreement between Eurex Clearing AG and the
relevant Clearing Member, FCM Client or Basic Clearing Member, as relevant, in
accordance with Number 2.1.3 of the Elementary Clearing Model Provisions, Subpart A,
Number 2.1.2 of the Individual Clearing Model Provisions, Number 2.1.3 of the Net
Omnibus Clearing Model Provisions, Number 2.1.2 of the U.S. Clearing Model Provisions
or Number 4.1.2 of the Basic Clearing Member Provisions, respectively, shall expire and
may no longer be performed by the relevant obligor. These expired primary obligations
representing the market or exchange value of the Transactions are reflected by the claim
for non-performance (“Claim for Non-Performance” — Forderung wegen Nichterfiillung)
which is determined pursuant to Number 9.2.

Further all due but unsatisfied obligations to deliver Elementary-Proprietary-Margin or
Elementapy—PrepHetapyLVarlatlon Margm—Elemen%apy—Ommbus—Margm%Elementa#y
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9.2.1

The Claim for Non-Performance shall be determined by Eurex Clearing AG for the

relevant Standard Agreement by way of combining (saldieren) the CCP Single
Transaction Amounts of all terminated Transactions under the relevant Standard
Agreement and the CCP Aggregate Value of the Redelivery Claims under such relevant
Standard Agreement.

The Claim for Non-Performance for the relevant Standard Agreement resulting from such
combination shall, following its determination in accordance with Number 9.2.1 or
Number 9.2.2 below, be automatically (i) set off (aufgerechnet) with relevant Termination
Unpaid Amounts and/or (ii) added to relevant Termination Unpaid Amounts in case they
are payable by the debtor of the Claim for Non-Performance, as the case may be, in
order to result in one single difference claim. If the difference claim is a positive figure for
the party entitled to determine the difference claim, it is owed to it by the other party; if it
is a negative figure for the party entitled to determine the difference claim, it is owed by it
to the other party.

The Claim for Non-Performance and the difference claim shall be denominated in the
Termination Currency.

Eurex Clearing AG shall notify the determined value of the difference claim with respect
to the relevant Standard Agreement to the relevant Clearing Member as soon as
reasonable practicable after its determination, together with reasonable detail regarding
the data and information forming the basis of the determination. The debtor of the
difference claim under the relevant Standard Agreement shall pay the determined value
of the difference claim to the other party as soon as reasonable practicable following the
notification of the payable amount by Eurex Clearing AG. The debtor of the difference
claim shall not be obliged to pay any interest on the amount of the difference claim unless
it is in default (Verzug) following the receipt of a payment reminder (Mahnung) by the
other party. Default interest shall be paid on the basis of the effective overnight interest
rate applicable to the currency of the difference claim.

“Termination Unpaid Amounts” means (i) any amount due to be paid as a primary
obligation under the relevant Transaction, but unpaid on the date of expiry of primary
obligations under Number 9.1 above, and (ii) the value of any assets due to be delivered
as a primary obligation under the relevant Transaction, but not delivered, on the date of
expiry of primary obligations under Number 9.1 above. All such amounts or values shall
be denominated in the Termination Currency.

Calculation in case of a Failure to Pay Event

In the case of a Failure to Pay Event, the value of the Claim for Non-Performance for the
relevant Standard Agreement shall be determined by Eurex Clearing AG in accordance
with this Number 9.2.1.
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If Eurex Clearing AG enters into replacement transactions in connection with the

determination of the CCP Market Price, such replacement transactions will be entered

into without undue delay (unverziiglich) on or after the occurance of the Failure ot Pay

Event.

For the purpose of the determination of the Claim for Non-Performance, the following

definitions shall apply:

(1)

The “CCP Valuation Date” shall, with respect to a Transaction, be any day until

(2)

and including the Last CCP Valuation Date on which a CCP Market Price is
determined for such Transaction in accordance with the applicable determination
mechanism set out in the definition of “CCP Market Price” in Number 9.2.1
Paragraph (3) below.

The “Last CCP Valuation Date” is (i) the fifth Business Day after the occurence of
the Failure to Pay Event, or (ii), to the extent this is required for a value-preserving
liquidation, the 20" Business Day after the occurrence of a Failure to Pay Event.

The “CCP Margin Valuation Date” shall, with respect to any Eligible Margin
Assets, be any day until and including the Last CCP Valuation Date on which such
Eligible Margin Assets are actually realised by Eurex Clearing AG.

The “CCP Single Transaction Amount” shall be determined with respect to each

(3)

terminated Transaction under the relevant Standard Agreement and shall equal its
CCP Market Price on the relevant CCP Valuation Date.

“CCP Market Price” means:

(@) with respect to a Transaction,

(i) the price of the replacement transaction entered into by Eurex
Clearing AG with respect to the relevant Transaction on the relevant
CCP Valuation Date; or

(ii) if Eurex Clearing AG does not enter into a replacement transaction by
or on the Last CCP Valuation Date, the last available Market Price for
the Transaction on the fifth Business Day after the occurence of the
Failure to Pay Event; or

(b)  with respect to an expired Redelivery Claim, as applicable:

(i) the amount in the Termination Currency of the relevant equivalent
Eligible Margin Asset in form of cash on the CCP Margin Valuation
Date; and
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(ii) the market or exchange price in the Termination Currency of the
relevant equivalent Eligible Margin Asset other than cash on the CCP
Margin Valuation Date.

(4) “CCP Aggregate Value of the Redelivery Claims” means, with respect to a party
to the relevant Standard Agreement, the sum of the CCP Market Prices of the
applicable number or amount of the relevant equivalent Eligible Margin Assets to
which all of its expired Redelivery Claims against the other party relate. For any
number or amount of remaining equivalent Eligible Margin Assets which were not
realised by Eurex Clearing AG until the end of the Last CCP Valuation Date, if any,
the amount in the Termination Currency of the relevant equivalent Eligible Margin
Asset in the form of cash on the Last CCP Valuation Date or market or exchange
price in the Termination Currency of the relevant equivalent Eligible Margin Assets
other than cash on the Last CCP Valuation Date, as relevant, shall be taken into
account.

(5) "Market Price" shall have the same meaning as stipulated under Number 7.3.2
Paragraph (3) (e).

9.2.2 Calculation in case of an Insolvency Event

In the case of an Insolvency Event, the value of the Claim for Non-Performance for the
relevant Standard Agreement shall be determined by Eurex Clearing AG in accordance
with this Number 9.2.2. For the purpose of the determination of the Claim for Non-
Performance the following definitions shall apply:

(1) The “CCP Single Transaction Amount” shall be determined with respect to each
terminated Transaction under the relevant Standard Agreement and shall equal its
CCP Market Price on the second Business Day following the Insolvency Event.

(2) “CCP Aggregate Value of the Redelivery Claims” means, with respect to a party
to the relevant Standard Agreement, the sum of the CCP Market Prices of the
applicable number or amount of the relevant equivalent Eligible Margin Assets to
which all of its expired Redelivery Claims against the other party relate.

(3) “CCP Exehange-Market Price” means

. N £ o Eail Pav E | £ . £

(a) with respect to a Transaction, the last available Market Price for the
Transaction on the second Business Day following the Insolvency Event;:
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(b) with respect to an expired Redelivery Claim, as applicable:

(#) the amount in the Termination Currency of the relevant equivalent Eligible
Margin Asset in form of cash on the second Business Day following the
Insolvency EventCCP Valuation-Date; and

(2ii) the last available market or exchange price in the Termination Currency
of the relevant equivalent Eligible Margin Assets other than cash on the
second Business Day following the Insolvency Eventas-ofthe- CCP
Valuation-Date.

(4) “Market Price” shall have the same meaning as stipulated under Number 7.3.2
Paragraph (3) (e).

9.3 The following events shall constitute a Failure to Pay Event or an Insolvency Event with
respect to Eurex Clearing AG:

[...]
9.3.6 A “Redelivery Default” occurs if:

(1) Eurex Clearing AG fails, when due, to perform a redelivery claim of a Clearing
Member, a FCM Client or a Basic Clearing Member against Eurex Clearing AG with
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respect to (i) Eligible Margin Assets provided as cover for Margin or Variation
Margin, (ii) Contributions to the Default Fund, or (iii) collateral to cover a shortfall of
own funds or equivalent regulatory capital as prerequisite for a Clearing License, or
to release the relevant Securities in case of a pledge;

*hkkkkkkkkkkkkkk
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