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        November 16, 2018 

 

Mr. Christopher J. Kirkpatrick 

Office of the Secretariat 

Commodity Futures Trading Commission 

Three Lafayette Centre 

1155 21st Street, NW 

Washington, DC 20581 

 

 

Re:  Self-Certification Pursuant to Commission Rule 40.6 – Futures and Options 

Risk Procedures 

 

Dear Mr. Kirkpatrick: 

 

ICE Clear Europe Limited (“ICE Clear Europe” or the “Clearing House”), a registered 

derivatives clearing organization under the Commodity Exchange Act, as amended 

(the “Act”), hereby submits to the Commodity Futures Trading Commission (the 

“Commission”), pursuant to Commission Rule 40.6 for self-certification, certain 

amendments to its Futures and Options Risk Procedures (the “F&O Risk 

Procedures”).  These revisions do not involve any changes to the ICE Clear Europe 

Clearing Rules or Procedures.1  The amendments are to become effective on the first 

business day following the tenth business day after submission, or such later date as 

ICE Clear Europe may determine.  

Concise Explanation and Analysis 

ICE Clear Europe is amending its F&O Risk Procedures to enhance certain 

procedures for monitoring and addressing potential uncollateralized exposure to Clearing 

Members during overnight hours.  The amendments supplement certain enhancements to 

intraday margining that the Clearing House has recently implemented.2   

                                                 
1 Capitalized terms used but not defined herein have the meanings specified in the ICE Clear Europe 

Clearing Rules (the “Rules”). 
2 See Exchange Act Release No. 34-84375 (SR-ICEEU-2018-012), 83 Fed. Reg. 51715 (Oct. 12, 

2018).   
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The proposed amendments apply to F&O Contracts that are margined using a 

one-business day margin period of risk.3  The revised procedures contemplate that the 

Clearing House can make margin calls outside of the standard margin hours 

(specifically, before 7:30 and after 20:00 London time), but recognize that Clearing 

Members may have reduced operational capabilities to provide additional margin during 

those times.  The amended policy sets out procedures under which uncollateralized 

exposures for such contracts will be monitored by the Credit Risk Department (“CRD”) 

overnight. Pursuant to the proposed amendments, the CRD monitors margin exposures 

in near real time and senior CRD team members are alerted if Clearing Member 

exposures breach the margin threshold. The senior CRD person will decide whether to 

issue a margin call or require the Clearing Member to take other risk reducing actions, 

taking into account factors such as the particular member, its known operational 

capabilities and those of its APS bank, the product, market circumstances and the type 

and materiality of the exposure. If such Clearing Member cannot be contacted, does not 

reduce its positions or does not meet a margin call, the senior CRD person will further 

escalate to ICEU’s President (or delegate) and together decide on an appropriate 

response, which may include temporarily accepting the risk, suspending the relevant 

account or holding the Clearing Member in default. If ICEU’s President or delegate 

cannot be contacted, then the senior CRD person shall make the decision. Relevant 

regulators will be contacted should ICEU decide to hold a Clearing Member in default.  

The amendments also clarify the applicability of a specified overnight buffer to contracts 

using a one-day margin period of risk, and removes a reference to the buffer amount 

being locked at end of day (in light of the overnight monitoring procedures discussed 

above).  Certain other typographical corrections and similar clarifications are also made.     

Compliance with the Act and CFTC Regulations 

The amendments are potentially relevant to the following core principles: (B) 

Financial Resources, (D) Risk Management and (E) Settlement Procedures and the 

applicable regulations of the Commission thereunder.    

 Financial Resources. The amendments will give the Clearing House additional 

ability to conduct overnight margining, where appropriate.  This will help the 

Clearing House maintain sufficient financial resources to cover its credit 

exposures to Clearing Members.  As a result, in ICE Clear Europe’s view, the 

amendments are consistent with and enhance ICE Clear Europe’s compliance 

with the requirements of Core Principle B and Commission Rule 39.11. 

 

 Risk Management.  Consistent with requirements that ICE Clear Europe 

measure its credit exposure at least once per day and monitor its credit 

exposure during the business day, the proposed amendments facilitate 

                                                 
3 Such contracts are generally F&O energy contracts.  The amendments are intended to be consistent 

with certain additional risk management requirements that apply to such contracts under European 

Market Infrastructure Regulation (EMIR) implementing regulations, specifically Article 26(1)(c) of 

Commission Delegated Regulation (EU) No 153/2013 of 19 December 2012 supplementing Regulation 

(EU) No 648/2012 of the European Parliament and of the Council with regard to regulatory technical 

standards on requirements for central counterparties, as amended by Commission Delegated Regulation 

(EU) 2016/822 of 21 April 2016 as regards the time horizons for the liquidation period to be considered 

for the different classes of financial instruments.   
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additional measurement of credit exposures overnight for covered contracts.  

The amendments further allow the Clearing House to collect margin or take 

other action if appropriate to reduce its credit risk to Clearing Members, where 

appropriate as a result of overnight credit exposures.  In ICE Clear Europe’s 

view, the amendments will thus enable it to better manage credit risks and are 

therefore consistent with the risk management requirements of Core Principle 

D and Commission Rule 39.13.  
 

 Settlement Procedures.  The amendments will enhance the authority and 

operational capacity of the Clearing House to call for additional margin for 

covered contracts, outside of normal business hours, when applicable 

thresholds are breached.  As such, the amendments will facilitate compliance 

with the daily and intraday settlement requirements of Core Principle E and 

Commission Rule 39.14.  

As set forth herein, the amendments consist of the revisions to the F&O Risk 

Procedures. ICE Clear Europe has requested confidential treatment with respect to the 

revised F&O Risk Procedures, which have been submitted concurrently with this self-

certification submission. 

ICE Clear Europe hereby certifies that the amendments comply with the Act and the 

Commission’s regulations thereunder. 

ICE Clear Europe has received no substantive opposing views in relation to the 

proposed rule amendments.   

ICE Clear Europe has posted a notice of pending certification and a copy of this 

submission on its website concurrent with the filing of this submission.   

If you or your staff should have any questions or comments or require further 

information regarding this submission, please do not hesitate to contact the 

undersigned at carolyn.vandendaelen@theice.com or +44 20 7429 4515.  

 

Very truly yours, 

 

 
 

 

Carolyn Van den Daelen 

Head of Regulation & Compliance 

 

 


